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_X_QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES AND
EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED: DECEMBER 31, 2008
OR
___ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15¢) OF THE SECURITIES AND
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission File number: 0-10004

NAPCO SECURITY TECHNOLOGIES, INC.

(Exact name of Registrant as specified in its @nart

Delaware 11-2277818
(State or other jurisdiction of (IRS Employer Identification
incorporation of organization) Number)

333 Bayview Avenue
Amityville, New York 11701

(Address of principal executive offices) (Zip Code)

(631) 842-9400
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NAPCO SECURITY SYSTEMS, INC.
(Former name, former address and former fiscal fear
changed from last report)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities and Excha
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such filing requirements for the past 90 days:

Yes X No

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See definition of "large acceleratedfileaccelerated filer* and "smaller reporting comypain Rule 12b-2 of the Exchange Act:

Large Accelerated Filer Accelerated Filer__Xlon-Accelerated Filer Smaller reporting company
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act):
Yes No__ X

Number of shares outstanding of each of the issaksses of common stock,
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PART I: FINANCIAL INFORMATION

ITEM 1. Financial Statements

NAPCO SECURITY TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current Assets:
Cash and cash equivalents
Accounts receivable, net of reserves
Inventories
Prepaid expenses and other current assets
Deferred income taxes

Total Current Assets
Inventories - non-current, net
Property, plant and equipment, net
Intangible assets, net

Goodwill, net
Other assets

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities:
Current portion of long-term debt
Accounts payable
Accrued expenses
Accrued salaries and wages
Accrued income taxes

Total Current Liabilities

Long-term debt

Accrued income taxes
Deferred income taxes
Minority interest in subsidiary

Total Liabilities

Commitments and Contingencies

Stockholders' Equity:
Common stock, par value $.01 per share;
40,000,000 shares authorized, 20,095,713
and 20,092,473 shares issued and 19,095,71
and 19,092,473 shares outstanding,
respectively
Additional paid-in capital

Retained earnings

Less: Treasury Stock, at cost (1,000,000 shares
Total stockholders' equity

Total Liabilities and Stockholders' Equity

See accompanying notes to condensed consolidaizucial statements.
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December 31, June 30,
2008 (unaudited) 2008

(in thousands, except share
data)

$ 5631 $ 2,765
22,997 25,823
27,602 19,548
1,242 1,121

790 769

58,262 50,026

9,051 7,724
9,455 8,989
16,238 --
10,609 9,686
400 298

$ 104,015 $76,723

$ 3572 ¢ -
5,714 4,857

1,387 1,333
2,114 2,543
12 -

12,799 8,733

34,635 12,400

305 294
1,719 1,607
147 147

49,605 23,181

201 201
13,638 13,424
46,186 45,532

60,025 59,157
) (5,615) (5,615)

54,410 53,542

$ 104,015 $ 76,723




NAPCO SECURITY TECHNOLOGIES, INC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (unaudi ted)

Three Months Ended
December 31,

2008 2007
(in thousands, except share and per share data)

$ 19,079 $ 16,166
12,865 10,719

Net sales
Cost of sales

6,214 5,447
5,448 4,162

Gross Profit
Selling, general and administrative expenses

Operating Income 766 1,285
Other expense:
Interest expense, net 429 224
Other (income) expense, net (54) 11
Total Other expense 375 235
Income Before Minority Interest and Provision f or
Income Taxes 391 1,050
Minority interest in loss of subsidiary 70 20
Income Before Provision (Benefit) for Income Ta xes 461 1,070
129 (102)

Provision (Benefit) for income taxes

Net Income $ 332 $ 1,172

Earnings per share:

Basic $ 002 $ 0.06

Diluted $ 002 $ 0.06

Weighted average number of shares outstanding:

Basic 19,095,713 19,297,252

Diluted 19,095,713 19,820,906

See accompanying notes to condensed consolidaiucfal statements.
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NAPCO SECURITY TECHNOLOGIES, INC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (unaudi ted)

Six Months Ended
December 31,

2008 2007
(in thousands, except share and per share data)
Net sales $ 36,562 $ 30,042
Cost of sales 24,742 19,371
Gross Profit 11,820 10,671
Selling, general and administrative expenses 10,224 8,583
Operating Income 1,596 2,088

Other expense:

Interest expense, net 744 419
Other expense, net 25 18
Total Other expense 769 437
Income Before Minority Interest and Provision f or
Income Taxes 827 1,651
Minority interest in loss of subsidiary 112 59
Income Before Provision for Income Taxes 939 1,710
Provision for income taxes 285 163
Net Income $ 654 $ 1,547

Earnings per share:
Basic $ 003 $ 0.08

Diluted $ 003 $ 0.08

Weighted average number of shares outstanding:
Basic 19,095,537 19,432,471

Diluted 19,206,453 19,985,412

See accompanying notes to condensed consolidaiucial statements.
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NAPCO SECURITY TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

Six Months Ended

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:

December 31,

2008 2007

(in thousands)

$ 654 $ 1,547

Depreciation and amortization 888 561
Provision for (Recovery of) doubtful accoun ts 84 (35)
Change to inventory obsolescence reserve (20) --
Deferred income taxes 91 (340)
Non-cash stock based compensation expense 208 151
Changes in operating assets and liabilities, ne t of
acquisition effects:
Accounts receivable 4,578 4,363
Inventories (2,621) (4,431)
Prepaid expenses and other current assets 9) (72)
Other assets 65 (181)
Accounts payable, accrued expenses, accrued
salaries and wages, and accrued income tax es (766)  (275)
Net Cash Provided by Operating Activities 3,152 1,288
Cash Flows Used in Investing Activities:
Cash used in business acquisition, net of cash
acquired of $520 (24,581) -
Purchases of property, plant and equipment (326) (447)
Net Cash Used in Investing Activities (24,907)  (447)
Cash Flows from Financing Activities:
Proceeds from exercise of employee stock option s 6 2
Proceeds from acquisition financing 25,000 --
Proceeds from long-term debt borrowings 2,200 3,500
Principal payments on long-term debt (2,393) (2,000)
Cash paid for deferred financing costs (192) --
Cash paid for purchase of treasury stock - (3,120)
Net Cash Provided by (Used in) Financing Activities 24,621 (1,618)
Net increase (decrease) in Cash and Cash Equivalent s 2,866 (777)
Cash and Cash Equivalents, Beginning of Period 2,765 1,748
Cash and Cash Equivalents, End of Period $ 5631 $ 971
Cash Paid During the Period for:
Interest $ 624 $ 377
Income taxes $ 125 $ -
Non-cash Investing activities:
Adjustment to Retained earnings relating to ado ption
of FIN 48 $ - $ 485
Accrued Business Acquisition costs $ 295 $ -
Debt assumed in the Acquisition $ 1,000 $ -

See accompanying notes to condensed consolidaiucfal statements.
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NAPCO SECURITY TECHNOLOGIES, INC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)

1.) Summary of Significant Accounting Policies ather Disclosures

The accompanying Condensed Consolidated Finan@E#dr8ents are unaudited. In management's opiniicexjastments (consisting of only
normal recurring accruals) necessary for a fais@néation have been made. The results of operdtoiise period ended December 31, 2008
are not necessarily indicative of results that m@expected for any other interim period or forfiiibyear.

The unaudited Condensed Consolidated Financiadi@taits should be read in conjunction with the Clidesied Financial Statements and
related notes contained in the Company's AnnuabRem Form 10-K for the year ended June 30, 200@8. accounting policies used in
preparing these unaudited Condensed Consolidatesh&ial Statements are consistent with those destin the June 30, 2008 Consolidated
Financial Statements. However, for interim finahstatements, inventories are calculated usingpasgprofit percentage. In addition, the
Condensed Consolidated Balance Sheet was deriogdtfre audited financial statements but does robdidie all disclosures required by
Generally Accepted Accounting Principles ("GAAP").

The consolidated financial statements include tu®ants of Napco Security Technologies, Inc. ahdfats wholly-owned subsidiaries,
including those of Marks USA, a newly formed submig which acquired substantially all of the assatd certain liabilities of G. Marks
Hardware, Inc. ("Marks") acquired on August 18, 200 he Company has also consolidated a 51%-owsierthjenture. The 49% interest,
held by a third party, is reflected as minorityeirgst. All inter-company balances and transacti@ve been eliminated in consolidation.

The Company has made a nhumber of estimates anchpisas relating to the assets and liabilities,dtselosure of contingent assets and
liabilities and the reporting of revenues and esgsrto prepare these financial statements in amitfjpwith accounting principles generally
accepted in the United States. Actual results cdiifdr from those estimates.

Seasonality

The Company's fiscal year begins on July 1 and endiine 30. Historically, the end users of Napslucts want to install its products
prior to the summer; therefore sales of its prosipetak in the period April 1 through June 30, teenBany's fiscal fourth quarter, and are
reduced in the period July 1 through Septembett@Company's fiscal first quarter. To a lessereegsales in Europe are also adversely
impacted in the Company's first fiscal quarter lseaof European vacation patterns, i.e., manyiligtrs and installers are closed for the
month of August. In addition, demand is affectedtry housing and construction markets.

Advertising and Promotional Costs

Advertising and promotional costs are includedSelling, General and Administrative" expenses andbndensed consolidated statements of
income and are expensed as incurred. Advertisipgrese for the three months ended December 31, 2002007 was $363,000 and
$206,000, respectively. Advertising expense forsilxenonths ended December 31, 2008 and 2007 w&s @80 and $729,000, respectively.

Research and Development Costs

Research and development costs are included in 8&8&ales" in the condensed consolidated statesredrihcome and are expensed as
incurred. Research and development expense fahtée months ended December 31, 2008 and 2007 1¢&$85000 and $1,390,000,
respectively. Research and development expensgbdaix months ended December 31, 2008 and 20052/680,000 and $2,722,000,
respectively.

Business Concentration and Credit Risk

An entity is more vulnerable to concentrations refdit risk if it is exposed to risk of loss greatiean it would have had if it mitigated its risk
through diversification of customers. Such risk$ost manifest themselves differently, dependinghennature of the concentration, and vary
in significance.

The Company had two customers with accounts rebkezalances that aggregated 29% and 34% of thep@ayts accounts receivable at
December 31, 2008 and June 30, 2008, respectiBalgs to neither of these customers exceeded 10/t shles in any of the past three
fiscal years.



Allowance for Doubtful Accounts

In the ordinary course of business, the Companyektablished a reserve for doubtful accounts astbmer deductions in the amount of
$450,000 and $405,000 as of December 31, 2008war&l3D, 2008, respectively. The Company's resenvédubtful accounts is a subjective
critical estimate that has a direct impact on reggbnet earnings. This reserve is based upon tieagion of accounts receivable agings,
specific exposures and historical trends.

Stock Options

During the three months ended December 31, 2008 dnepany granted no stock options under its 200pI&yee Incentive Stock Option
Plan. During the six months ended December 31, #®&ompany granted 100,000 stock options und@0i02 Employee Incentive Stock
Option Plan. These grants have an exercise prigéd @b, a fair value of approximately $198,000 aest over a two-year period from the
date of grant. There were no options granted uitsl@000 Non-employee Incentive Stock Option PRuring the three months ended
December 31, 2008 there were no options exercisddrieither plan. During the six months ended Déxeer1, 2008 there were 3,240
options exercised, with proceeds of approximatél80, under the 2002 Employee Incentive Stockddgfilan and no exercises under the
2000 Non-employee Incentive Stock Option Plan.

Intangible Assets

Under the Statement of Accounting Standards ("SFABR:142, "Goodwill and Other Intangible Assetdl'gwodwill and certain intangible
assets determined to have indefinite lives will b@tamortized but will be tested for impairmenieatst annually. Intangible assets other than
goodwill will be amortized over their useful livaad reviewed for impairment at least annually oreraften whenever there is an indication
that the carrying amount may not be recovered.

The Company's acquisition of substantially alllef issets and certain liabilities of Marks inclutigdngible assets with a fair value of
$16,440,000 on the date of acquisition. In accazdamith the requirements of SFAS No. 141, "Busir@smbinations”, the Company
recorded the estimated value of $9,800,000 rekatdéioe customer relationships, $340,000 relatexirion-compete agreement and $6,300,000
related to the Marks trade name within intangilsleeds. The remaining excess of the purchase pfri£@2@,000 was assigned to Goodwill. In
accordance with the provisions of SFAS No. 142,0@ill and Other Intangible Assets", the intangibsets will be amortized over their
estimated useful lives of twenty years (customktianships) and seven years (non-compete agregnidr Marks USA trade name was
deemed to have an indefinite life. The goodwilloreted as a result of the acquisition is deducfitld-ederal and New York State income tax
purposes over a period of 15 years.

Recent Accounting Pronouncements

In March 2008, the Financial Accounting Standardarf8 ("FASB") issued SFAS No. 161, "Disclosuresuiligerivative Instruments and
Hedging Activities -an amendment of FASB Statement No. 133. Thisrstté changes the disclosure requirements for derévastrument
and hedging activities. Entities are required tvjate enhanced disclosures about (a) how and whgntty uses derivative instruments, (b)
how derivative instruments and related hedged iterasaccounted for under Statement 133 and iteeckiaterpretations, and (c) how
derivative instruments and related hedged itemeca#n entity's financial position, financial perfance, and cash flows. SFAS No. 161 is
effective for fiscal years and interim periods lmeging after November 15, 2008. The Company's adopif SFAS No. 161 is not expected to
have a material effect on its condensed consolid@ancial statements.

In February 2008, the FASB issued FASB Staff Posi'FSP") No. FAS 157-1, "Application of FASB Statent No. 157 to FASB
Statement No. 13 and Other Accounting PronouncesnBmiat Address Fair Value Measurements for Purpoisesase Classification or
Measurement under Statement 13." This FSP amenilS 8l6. 157 to exclude certain leasing transactamwounted for under previously
existing accounting guidance. However, this scoegtion does not apply to assets acquired aniitie® assumed in a business
combination, regardless of whether those asset$iabilities are related to leases.

In February 2008, the FASB issued FSP No. FAS 15Ef#ective Date of FASB Statement No. 157". TRBP delays the effective date of
SFAS No. 157, "Fair Value Measurements", for naoraficial assets and non-financial liabilities, exdepitems that are recognized or
disclosed at fair value in the financial statememis recurring basis (at least annually). This B8fers the effective date of SFAS No. 157 to
fiscal years beginning after November 15, 2008, iatetim periods within those fiscal years for itemithin the scope of this FSP.
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In October 2008, the FASB issued FSP No. FAS 15D8&termining the Fair Value of a Financial Assehé&l the Market for That Asset Is
Not Active" ("FSP 15-3"). FSP 157-3 classified the application of SFA& 157 in an inactive market. It demonstrated liosvfair value of

a financial asset is determined when the markethfatrfinancial asset is inactive. FSP 157-3 wéexcéf’e upon issuance, including prior
periods for which financial statements had not iesaed. The implementation of FSP 157-3 did ngtlmmaterial effect on the Company's
condensed consolidated financial statements.

In April 2008, the FASB issued FASB Staff Positi®RAS 142-3, "Determination of the Useful Life ofdngible Assets" ("FSP SFAS 142-
3"). FSP SFAS 142-3 amends the factors that shHmiltbnsidered in developing renewal or extensisaraptions used to determine the
useful life of a recognized intangible asset uride8B Statement No. 142, Goodwill and Other Intategissets. The objective of this FSP is
to improve the consistency between the usefublifa recognized intangible asset under Statemehtfhd the period of expected cash flows
used to measure the fair value of the asset ufee5341R, Business Combinations, and other U.S. BAAnciples. FSP SFAS 142-3 is
effective for fiscal years beginning after DecemB&y2008. The adoption of FSP SFAS 142-3 is dffeciuly 1, 2009 and is not expected to
have a material effect on the Company's condensesbtidated financial statements.

In December 2007, the FASB issued SFAS No. 141deeh2007), "Business Combinations" ("SFAS No. B)1 SFAS No. 141(R)
replaces SFAS No. 141, "Business Combinations,"@évew it retains the fundamental requirements efftiimer Statement that the
acquisition method of accounting (previously refdrto as the purchase method) be used for all éssicombinations and for an acquirer to
be identified for each business. SFAS No. 141(Ripds the acquirer as the entity that obtains @bt one or more businesses in the
business combination and establishes the acquisitite as the date that the acquirer achievesadoAmong other requirements, SFAS No.
141(R) requires the acquiring entity in a busimamsbination to recognize the identifiable assetpiaed, liabilities assumed and any non-
controlling interest in the acquiree at their asgion-date fair values, with limited exceptionsqaisition-related costs generally will be
expensed as incurred. SFAS No. 141(R) requiresiodihancial statement disclosures to enable useesaluate and understand the nature
and financial effects of the business combinat&FAS No. 141(R) must be applied prospectively tsifless combinations that are
consummated beginning in the Company's fiscal 20h8.Company's adoption of SFAS No. 141(R) is mpeeted to have a material effect
on its condensed consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160n*dmtrolling Interests in Consolidated Financiwt®&ments, an Amendment of ARB
No. 51" ("SFAS No. 160") to establish accounting agporting standards for the r-controlling interest in a subsidiary and for the
deconsolidation of a subsidiary. Among other regmients, SFAS No. 160 clarifies that a non-contiglinterest in a subsidiary, which is
sometimes referred to as minority interest, isdadported as a separate component of equity ioadhgolidated financial statements. SFAS
No. 160 also requires consolidated net incomeclude the amounts attributable to both the paredtthe no-controlling interest and to
disclose those amounts on the face of the congetidgatement of income. SFAS No. 160 must be egppliospectively for fiscal years, and
interim periods within those fiscal years, begimgnin the Company's fiscal 2010, except for the gméation and disclosure requirements,
which will be applied retrospectively for all peti® The Company's adoption of SFAS No. 160 is rpeeted to have a material effect on its
condensed consolidated financial statements.

In February 2007, the FASB issued SFAS No. 159¢"Fair Value Option for Financial Assets and Finalndabilities". SFAS No. 159
permits entities to choose to measure many finaims&ruments and certain other items at fair valtlee objective is to improve financial
reporting by providing entities with the opportynio mitigate volatility in reported earnings cads®s measuring related assets and liabilities
differently without having to apply complex hedggaunting provisions. Most of the provisions ostitatement apply only to entities that
elect the fair value option. However, the amendn@@FAS No. 115, "Accounting for Certain Investrgeim Debt and Equity Securities”,
applies to all entities with available-for-sale aratling securities. Some requirements apply d@ifidy to entities that do not report net
income. SFAS No. 159 became effective for the Campa its fiscal year ending June 30, 2009. The @Gany's adoption of SFAS No. 159
did not have a material effect on its condensedaliaated financial statements.

In September 2006, the FASB issued SFAS No. 15ir Value Measurements". SFAS No. 157 providesangé for using fair value to
measure assets and liabilities. In addition, ttagesnent defines fair value, establishes a framkeéwrmeasuring fair value, and expands
disclosures about fair value measurements. Wheakcaple, this statement simplifies and codifiesiied guidance within generally accepted
accounting principles. SFAS No. 157 became effediiv the Company in its fiscal year ending Jung2B09. The Company's adoption of
SFAS No. 157 did not have a material effect odisdensed consolidated financial statements.
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Reclassification.

Certain expenses in Cost of sales for fiscal 2GD&tbeen reclassified to Selling, general and adirétive expenses to conform with the
current years presentation.

2.) Stock-based Compensation

The Company has established two share incentivgrgns as discussed in more detail in the Conselileinancial Statements and related
notes contained in the Company's annual reportoom A0-K for the year ended June 30, 2008. The Gmppccounts for its stock options
and share units granted in accordance with SFASLR®(R), "Share-Based Payment" ("SFAS No. 123(R}Jiich requires that all stock-
based compensation must be recognized as an expahgsfinancial statements and that cost be nredsat the fair market value of the
award. SFAS No. 123(R) also requires that excesbdaefits related to stock option exercises blectfd as financing cash inflows instea
operating cash inflows. Stock-based compensatists @ $89,000 and $93,000 were recognized in timagths ended December 31, 2008
and 2007, respectively. Stock-based compensatists o $208,000 and $151,000 were recognized imsinths ended December 31, 2008
and 2007, respectively. Unearned stock-based cosafien cost was $443,000 as of December 31, 2008.

The fair values of stock options granted duringgixemonths ended December 31, 2008 were estinmat¢ide date of grant using the Black-
Scholes option-pricing model that used the follgywreighted average assumptions:

Expected life in years 5
Risk-free interest rates 3.07%
Volatility 49.86%
Dividend yield 0%

3.) Inventories

For interim financial statements, inventories afeglated using a gross profit percentage. The Gowypegularly reviews parts and finished
goods inventories on hand and, when necessaryrdeaaeserve for excess or obsolete inventorisnfdecember 31, 2008 and June 30,
2008, the balance in this reserve amounted to 21088 and $1,200,000, respectively. The Companyralgularly reviews the period over
which its inventories will be converted to salesyAnventories expected to convert to sales beyidghmhonths from the balance sheet date are
classified as non-current.

Inventories, net of reserves consist of the followi ng (in thousands): December 31, June 30,
2008 2008

Component parts $ 17,370 $12,924
Work-in-process 5,529 4,114
Finished product 13,754 10,234

$ 36,653 $27,272

Classification of inventories, net of reserves: Current $ 27,602 $19,548
Non-current 9,051 7,724

$ 36,653 $27,272

4.) Earnings Per Common Share

The Company follows the provisions of SFAS No. 1HEarnings Per Share". In accordance with SFAS128, earnings per common share
amounts ("Basic EPS") were computed by dividingieays by the weighted average number of commorestautstanding for the period.
Earnings per common share amounts, assuming dil(itidiluted EPS"), were computed by reflecting pagential dilution from the exercise
of stock options. SFAS No. 128 requires the pregimt of both Basic EPS and Diluted EPS on the &id¢bhe condensed consolidated
statements of income.
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A reconciliation between the numerators and denatais of the Basic and Diluted EPS computationgéwnings is as follows (in thousands
except per share data):

Three m onths ended December 31, 2008
Net Inc ome  Shares Per Share
(numera tor) (denominator) Amounts

Basic EPS

Net income, as reported $ 332 19,096 $ 0.02

Effect of dilutive securities

Employee Stock Options $ - - $ -

Diluted EPS

Net income, as reported and assumed option
exercises $ 332 19,096 $ 0.02

1,420,000 options to purchase shares of commoi 8idbe three months ended December 31, 2008 serleded in the computation of
Diluted EPS because the exercise prices were iessxaf the average market price for this periodthean inclusion would be anti-dilutive.

Three m onths ended December 31, 2007
Net Inc ome  Shares Per Share
(numera tor) (denominator) Amounts

Basic EPS

Net income, as reported $ 1, 172 19,298 $ 0.06

Effect of dilutive securities

Employee Stock Options $ - 523 $ -

Diluted EPS

Net income, as reported and assumed option
exercises $ 1, 172 19,821 $ 0.06

194,000 options to purchase shares of common #tdtle three months ended December 31, 2007 wetaded in the computation of
Diluted EPS because the exercise prices were iesexaf the average market price for this periodthail inclusion would be anti-dilutive.

Six mo nths ended December 31, 2008
Net Inc ome  Shares Per Share
(numera tor) (denominator) Amounts
Basic EPS
Net income, as reported $ 654 19,096 $ 0.03
Effect of dilutive securities
Employee Stock Options $ - 110 $ -

Diluted EPS

Net income, as reported and assumed option
exercises $ 654 19,206 $ 0.03

795,000 options to purchase shares of common #tdtle three months ended December 31, 2008 wetaded in the computation of
Diluted EPS because the exercise prices were i@ssxaf the average market price for this periodthean inclusion would be anti-dilutive.

Six mo nths ended December 31, 2007
Ne-tlnc ome  Shares Per Share
(numera tor) (denominator) Amounts
BasicEPS
;\—l;t“i—r;(-:ome, as reported $ 1, 547 19,432 $ 0.08

Effect of dilutive securities



Employee Stock Options $ - 553 $ -

Diluted EPS

Net income, as reported and assumed option
exercises $ 1, 547 19,985 $ 0.08
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115,000 options to purchase shares of common #tdtle three months ended December 31, 2007 wetaded in the computation of
Diluted EPS because the exercise prices were iesexaf the average market price for this periodthail inclusion would be anti-dilutive.

Option activity during the six months ended Decen8ie 2008 is summarized as follows:

Weighted Average

Options Exercise Price
Outstanding at July 1, 2008 1,323,480 $2.89
Granted 100,000 4.25
Cancelled - -
Exercised (3,240) (1.90)
Outstanding at December 31, 2008 1,420,240 2.99

Exercisable at December 31, 2008 1,187,248

5.) Acquisition of Business

On August 18, 2008, the Company acquired substgnaithof the assets and business of G. Marks Waré, Inc. ("Marks") for $25.2
million, the repayment of $1 million of bank delntdsthe assumption of current liabilities as desimore fully in the Asset Purchase
Agreement. As such, the operations of Marks haes lirecluded in the Company's Statement of Incoméhi® period August 18, 2008 to
December 31, 2008. The Marks business involvesireufacturing and distribution of door-locking d=s. The Company completed this
acquisition at a price in excess of the value efrtat identifiable assets because it believeshieatombination of the two companies offers
the potential for manufacturing and operationaksgies as the Company combines the Marks operatiothproduction into its own door-
locking operations and production structure. ThenBany funded the acquisition with a term loan fiiterlenders as described in Note 6.

The acquisition described above was accountedsfarurchase and was valued based on managenstint'ate of the fair value of the ass
acquired and liabilities assumed. The estimatdaiofalue are preliminary and subject to adjusttriena period of up to one year from the
date of acquisition. Based on the Company's evalughe allocation of the purchase price for thguasition was as follows (in thousands):

Assets Acquired:

Cash $ 520
Accounts receivable 1,836
Inventory 6,740
Prepaid expenses and other current assets 112
Property and equipment 801
Goodwill 922
Intangible assets 16,440
27,371
Less: Liabilities Assumed:
Line of credit borrowings outstanding 1,000
Accounts payable 637
Accrued expenses 339
1,976
Total consideration (including acquisition Costs o f$222) $ 25,395

In accordance with the requirements of SFAS No, 1Blisiness Combinations”, the Company recordect$tienated value of $9,800,000
related to the customer relationships, $340,00ftedlto a non-compete agreement and $6,300,008datathe Marks trade name within
intangible assets and the excess of the purchasequrer the fair value of the acquired assets9@2$000 was assigned to Goodwill. In
accordance with the provisions of SFAS No. 142,0@ill and Other Intangible Assets", the intangibsets will be amortized over their
estimated useful lives of twenty years (customktienships) and seven years (non-compete agregniérg weighted average amortization
period of these assets is 19.6 years. The Marlle ntame was deemed to have an indefinite life.gbioelwill recorded as a result of the
acquisition is deductible for Federal and New Y8tkte income tax purposes over a period of 15 years

12



Unaudited pro-forma consolidated financial inforioatis presented below as if the acquisition hatlioed as of the first day of the earliest
period presented. Results have been adjusted taiaicfor: (1) the initial $25,000,000 cash borrogvend related interest expense under the
term loan, (2) cash used to repay $1,000,000 imnasd bank debt at closing of the purchase tramsadi3) deferred financing costs and
related amortization associated with the term I¢dhadditional salary and employee stock optiopesmse for employees not previously
included in salary expense, and (5) amortizatiqgreage of acquired intangible assets. The pro-fanfilamation presented below does not
purport to present what actual results would haaenlif the acquisition had occurred at the begmoiiisuch periods, nor does the
information project results for any future peridthe unaudited pro-forma consolidated financial infation should be read in conjunction
with the historical financial information includéu other reports and documents filed with the Whitated Securities and Exchange
Commission.

The unaudited pro-forma consolidated financial infation for the three and six months ended DecerdbeP008 and 2007 is as follows:

Three months ended
December 31,

Six months ended
December 31,

2008 2007 2008 2007
(in thousands, excep t  (in thousands, except
per share data) per share data)
Pro-forma:
Net sales $ 19,079 $ 224 55 $ 39,081 $ 42,732
Net income $ 332 ¢ 1,2 85 $ 748 $ 1,852
Net income per share:
Basic $ 002$% O 07% 0043%$ 0.10
Diluted $ 0023% o 06 $ 004% 0.09
Weighted average number of
shares:
Basic 19,095,713 19,297,2 52 19,095,537 19,432,471
Diluted 19,095,713 19,820,9 06 19,206,453 19,985,412

6.) Long Term Debt

On August 18, 2008, the Company and its banks aetkadd restated the existing $25,000,000 revoleirdit agreement. The amended
facility was $50,000,000 and provides for a $25,000 revolving credit line as well as a $25,000,6889tn portion of which the entire
$25,000,000 was utilized to finance the asset @setagreement as described in Note 5. The ameedelding credit agreement and term
loan was amended in November 2008 to $20,000,000sasecured by all the accounts receivable, irorgnthe Company's headquarters in
Amityville, New York and certain other assets offda Security Technologies, Inc. and the commonkstéthree of the Company's
subsidiaries. The agreements bear interest atr ¢fitbd’rime Rate or an alternate rate based on RIB®described in the agreement. The
August amendment extended the revolving crediteagest to August 2012. Any outstanding borrowingstarbe repaid or refinanced on or
before that time. As of December 31, 2008 there $ia5100,000 outstanding under the revolving criadility with an interest rate of 3.5%
and $24,107,000 outstanding under the term loam avitinterest rate of 3.3%. The term loan is beapzid in 19 quarterly installments of
$893,000 each, commencing in December 2008, aimhlaplayment of $8,033,000 due in August 2013. dpeeements contain various
restrictions and covenants including, among othestrictions on payment of dividends, restrictionsborrowings and compliance with
certain financial ratios, as defined in the agrestmé&s of December 31, 2008 the Company was nobmpliance with the covenants relating
to the ratio of Funded Debt to EBITDA, Debt Serviteverage Ratio and a Modified Quick Ratio for vwhichas received the appropriate
waivers from its banks. The Company and its ban&sarrently renegotiating certain terms and cooné of its $20,000,000 revolving line
of credit and its $25,000,000 term loan and expectsaive amended facilities in place during therguanded March 31, 2009.
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7.) Geographical Data

The Company is engaged in one major line of busirtee development, manufacture, and distributfoseourity alarm products and door
security devices for commercial and residential @sdes to unaffiliated customers are primarilyppked from the United States. The Comy.
has customers worldwide with major concentrationsaorth America, Europe, and South America.

The Company observes the provisions of SFAS No. TB& following represents selected consolidatedyogphical data for the three and
months ended December 31, 2008 and 2007 (in thdakan

Three Mon ths Six Months
ended Decemb er 31, ended December 31,
2008 2007 2008 2007

Sales to external customers(1):

Domestic $ 17,124 $ 13,394 $32,551 $ 24,967
Foreign 1,955 2,772 4,011 5,075
Total Net Sales $ 19,079 $ 16,166 $ 36,562 $ 30,042
As of
December 31, J une 30
2008 2008

United States $ 76,544 $ 50,056
Dominican Republic (2) 22,277 19,841
Other foreign countries 5,194 6,826

Total Identifiable Assets ~ $ 104,015 $ 76,723

(1) All of the Company's sales occur in the UniBtdtes and are shipped primarily from the Compdagitities in the United States and
United Kingdom. There were no sales into any omeifm country in excess of 10% of Net Sales.

(2) Consists primarily of inventories ($17,318,G0@ $14,754,000) and fixed assets ($4,850,000 4/87$,000) located at the Company's
principal manufacturing facility in the Dominicarepublic as of December 31, 2008 and June 30, 286Bectively.

8.) Commitments and Contingencies

In the normal course of business, the Companyesrty to claims and/or litigation. Management bediethat the settlement of such claims
and/or litigation, considered in the aggregatel mot have a material adverse effect on the Compdimancial position and results of
operations. In August 2008, the Company enteredariease for the building where Marks has maiethits operations. The lease provides
for an annual base rent of $288,750 plus maintenand real estate taxes, expires in August 2009enddes for two annual extensions
thereafter at similar terms and conditions. The gany intends to move the Marks operations intéaitflities after constructing extensions
approximately 35,000 square feet. To date, the Gmypploes not have estimates for the cost of thigenoo the related construction and may
defer construction depending on economic conditidhe Marks business involves the manufacturingdisidibution of door-locking
devices.

9.) Income Taxes

The provision for income taxes represents Fedfmadign, and state and local income taxes. Thetfie rate differs from statutory rates due
to the effect of state and local income taxesyaes in foreign jurisdictions and certain nondeitle expenses. Our effective tax rate will
change from quarter to quarter based on recurridgnan-recurring factors including, but not limitex] the geographical mix of earnings,
enacted tax legislation, and state and local incames. In addition, changes in judgment from tedweation of new information resulting in
the recognition, de-recognition or neeasurement of a tax position taken in a prior ahpeariod are recognized separately in the quafttre
change.
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The Company does not expect that our unrecogniebdnefits will significantly change within thextéwelve months. We file a
consolidated U.S. income tax return and tax returrcgrtain state and local and foreign jurisdietioThere are no current tax examinations in
progress. Accordingly, as of December 31, 2008remeain subject to examination in all tax jurisdicts for all relevant jurisdictional statut

The Company adopted the provisions of FIN 48 akubf 1, 2007. The Company has identified its U &ldfal income tax return and its State
return in New York as its major tax jurisdictiofuring the three and six months ending Decembe08 the Company increased its

reserve for uncertain income tax positions by $5.80d $11,000, respectively. As a result, as ofelbdser 31, 2008 the Company has a long-
term accrued income tax liability of $305,000.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Management's Discussion and Analysis of Financtaddtion and Results of Operations

This Quarterly Report on Form 10-Q and the infoioraincorporated by reference may include "Forwlandking Statements" within the
meaning of Section 27A of the Securities Act of 3@8id Section 21E of the Exchange Act of 1934. Cbmpany intends the Forward-
Looking Statements to be covered by the Safe H@bwrisions for Forward-Looking Statements. Alltetaents regarding the Company's
expected financial position and operating resutkyusiness strategy, its financing plans andtiteome of any contingencies are Forward-
Looking Statements. The Forward-Looking Statemargshased on current estimates and projectiong aboundustry and our business.
Words such as "anticipates,” "expects,” "intentisldns," "believes," "seeks," "estimates," or vaoias of such words and similar expressions
are intended to identify such Forward-Looking Statats. The Forward-Looking Statements are subgedsits and uncertainties that could
cause actual results to differ materially from #hest forth or implied by any Forward-Looking Stagants. For example, the Company is
highly dependent on its Chief Executive Officer $trategic planning. If he is unable to performdasvices for any significant period of time,
the Company's ability to continue growing coulddoiwersely affected. In addition, factors that caddse actual results to differ materially
from the Forward-Looking Statements include, betrast limited to, adverse tax consequences of oféshperations, significant fluctuations
in the exchange rate between the Dominican Pesthand.S. Dollar, distribution problems, unforeseerironmental liabilities, the uncert;
military, political and economic conditions in thwrld and the successful integration of Marks ioto existing operations.

Overview

The Company is a diversified manufacturer of segymoducts, encompassing intrusion and fire alabugding access control systems and
electronic locking devices. These products are fiecommercial, residential, institutional, indiat and governmental applications, and are
sold worldwide principally to independent distribtg, dealers and installers of security equipmietérnational sales accounted for
approximately 11% and 17% of our revenues for thken®nths ended December 31, 2008 and 2007, ragplct

The Company owns and operates manufacturing fasilih Amityville, New York and the Dominican Repigb A significant portion of our
operating costs are fixed, and do not fluctuaté witanges in production levels or utilization of manufacturing capacity. As production
levels rise and factory utilization increases,ftked costs are spread over increased output, wdficluld improve profit margins. Conversely,
when production levels decline our fixed costssgmead over reduced levels, thereby decreasingimsarg

On August 18, 2008, the Company acquired substnaith of the assets and business of G. Marks Ware, Inc. ("Marks") for $25.2
million, the repayment of $1 million of bank delidsthe assumption of certain current liabilitieeeTCompany also entered into a lease for
the building where Marks has maintained its opereti The lease provides for an annual base re$2&8,750 plus maintenance and real
estate taxes, expires in August 2009 and proviolesMo annual extensions thereafter. The Compat@nds to move the Marks operations
into its facilities after constructing extensiorfsapproximately 35,000 square feet during fiscdl@0lo date, the Company does not have
estimates for the cost of this move or the relatmtstruction and may defer construction dependmgamnomic conditions. The Marks
business involves the manufacturing and distrilmutibdoor-locking devices.

The security products market is characterized mgtamt incremental innovation in product design myahufacturing technologies. Genere
the Company devotes 7-8% of revenues to researtdarelopment (R&D) on an annual basis. Produstsltiag from our R&D investments
in fiscal 2008 did not contribute materially to eewie during this fiscal year, but should benefit@mpany over future years. In general, the
new products introduced by the Company are injtistipped in limited quantities, and increase divee. Prices and manufacturing costs
tend to decline over time as products and techiedomature.

Economic and Other Factors

Since October 2008, the U.S. and internationahfifed markets have taken a significant loss andicoe to be very volatile. In the event that
the downturn in the U.S. or international financi@rkets is prolonged, our revenue levels coulchbterially adversely affected. If the
current worldwide economic downturn continues, mahgur current or potential future customers meyegience serious cash flow
problems and as a result may, modify, delay or elgmarchases of our products. Additionally, custmsmeay not be able to pay, or may delay
payment of, accounts receivable that are owed.tBurshermore, the current downturn and markealnity makes it difficult for us to
forecast our revenues.
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Seasonality

The Company's fiscal year begins on July 1 and endBiine 30. Historically, the end users of Napeaslucts want to install its products
prior to the summer; therefore sales of its prosipetak in the period April 1 through June 30, teenBany's fiscal fourth quarter, and are
reduced in the period July 1 through Septembett@Company's fiscal first quarter. To a lessereegsales in Europe are also adversely
impacted in the Company's first fiscal quarter lseaof European vacation patterns, i.e., manyiliigbrs and installers are closed for the
month of August. In addition, demand is affectedhry housing and construction markets.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial caodiaind results of operations are based upon msatiolated financial statements, which
have been prepared in conformity with accountiriggiples generally accepted in the United Statée greparation of these financial
statements requires us to make estimates and assosihat affect the reported amounts of assetslities, revenues and expenses reported
in those financial statements. These judgmentdeaubjective and complex, and consequently aotsalts could differ from those
estimates. Our most critical accounting policidateeto revenue recognition; concentration of dradk; inventories; intangible assets;
goodwill; and income taxes.

Revenue Recognition

Revenues from merchandise sales are recorded tinta¢he product is shipped or delivered to thetamer pursuant to the terms of sale. We
report our sales levels on a net sales basis, vikicbmputed by deducting from gross sales the atmftactual returns received and an
amount established for anticipated returns andrat@vances.

Our sales return accrual is a subjective critistiheate that has a direct impact on reported nes sand income. This accrual is calculated
based on a history of gross sales and actual sgle®ss, as well as management's estimate of patéd returns and allowances. As a
percentage of gross sales, sales returns, rebadedlawances were 8% and 6% for the six monthg@mkecember 31, 2008 and 2007,
respectively.

Concentration of Credit Risk

An entity is more vulnerable to concentrations refdit risk if it is exposed to risk of loss greatiean it would have had if it mitigated its risk
through diversification of customers. Such risk$ost manifest themselves differently, dependinghennature of the concentration, and vary
in significance.

The Company had two customers with accounts rebleidaalances that aggregated 29% and 34% of thep&ayis accounts receivable at
December 31, 2008 and June 30, 2008, respectiBalgs to neither of these customers exceeded 10/t shles in any of the past three
fiscal years.

In the ordinary course of business, we have estaddi a reserve for doubtful accounts and custoeguadions in the amount of $450,000
$405,000 as of December 31, 2008 and June 30, 2@ ctively. Our reserve for doubtful account sibjective critical estimate that he
direct impact on reported net earnings. This reserbased upon the evaluation of accounts redeieaings, specific exposures and
historical trends.

Inventories

Inventories are valued at the lower of cost or fiaérket value, with cost being determined on tre-fn, first-out (FIFO) method. The
reported net value of inventory includes finishatbable products, work-in-process and raw matettigswill be sold or used in future
periods. Inventory costs include raw materialsgatitabor and overhead. The Company's overheadsapare applied based, in part, upon
estimates of the proportion of those expensesatteatelated to procuring and storing raw mateaslsompared to the manufacture and
assembly of finished products. These proportidms niethod of their application, and the resultimgrbead included in ending inventory, are
based in part on subjective estimates and apprdxingaand actual results could differ from thostnestes.
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In addition, the Company records an inventory oescénce reserve, which represents the differerteeebr the cost of the inventory and its
estimated market value, based on various prodies gaojections. The balance in this reserve waé3®21000 and $1,200,000 as of Decen
31, 2008 and June 30, 2008, respectively. Thigveds calculated using an estimated obsolescemeptage applied to the inventory based
on age, historical trends, requirements to suppoecasted sales, and the ability to find altermgglications of its raw materials and to
convert finished product into alternate versionthef same product to better match customer denTdrede is inherent professional judgment
and subjectivity made by both production and engiimg members of management in determining thenastid obsolescence percentage. In
addition, and as necessary, the Company may estiadgecific reserves for future known or anticigageents.

The Company also regularly reviews the period ewleich its inventories will be converted to salesiyAnventories expected to convert to
sales beyond 12 months from the balance sheetdatdassified as non-current.

Gooduwill and Other Intangible Assets

The Company accounts for Goodwill in accordancé Bitatement of Financial Accounting Standards (SM& 141, Business
Combinations and SFAS No. 142, Goodwill and Otimargible Assets. These statements establishedrtoog and reporting standards for
acquired goodwill and other intangible assets. Bipatly, the standards address how acquired iritdagssets should be accounted for both
at the time of acquisition and after they have lreengnized in the financial statements. In acawecdavith SFAS No. 142, intangible assets,
including purchased goodwill, must be evaluatedrfgrairment. Those intangible assets that areifiledsas goodwill or as other intangibles
with indefinite lives are not amortized.

Impairment testing is performed in two steps:H{§ Company determines impairment by comparingahevélue of a reporting unit with its
carrying value, and (ii) if there is an impairmethie Company measures the amount of impairmentlpse®mparing the implied fair value of
goodwill with the carrying amount of that goodwilt the conclusion of fiscal 2008, the Company perfed its annual impairment evaluat
required by this standard and determined thatatglwill is not impaired.

The Company's acquisition of substantially alllef issets and certain liabilities of Marks inclutigdngible assets with a fair value of
$16,440,000 on the date of acquisition. In accazdamith the requirements of SFAS No. 141, "Busir@smbinations”, the Company
recorded the estimated value of $9,800,000 relai¢le customer relationships, $340,000 relatedrion-compete agreement and $6,300,000
related to the Marks trade name within intangildeets and Goodwill of $922,000 subject to furtldustment. In accordance with the
provisions of SFAS No. 142, "Goodwill and Otheramgible Assets", the intangible assets will be dired over their estimated useful lives

of twenty years (customer relationships) and sgxams (non-compete agreement). The Marks USA tmadee was deemed to have an
indefinite life. The goodwill recorded as a reqflthe acquisition is deductible for Federal andviNéork State income tax purposes over a
period of 15 years.

Income Taxes

The provision for income taxes represents Fedinaign, and state and local income taxes. Thectie rate differs from statutory rates due
to the effect of state and local income taxesyaes in foreign jurisdictions and certain nondeihle expenses. Our effective tax rate will
change from quarter to quarter based on recurridgnan-recurring factors including, but not limitex] the geographical mix of earnings,
enacted tax legislation, and state and local inctames. In addition, changes in judgment from tedweation of new information resulting in
the recognition, de-recognition or neeasurement of a tax position taken in a prior ahpeariod are recognized separately in the quafttre
change.

We do not expect that our unrecognized tax benefitsignificantly change within the next twelveamths. We file a consolidated U.S.
income tax return and tax returns in certain saatlocal and foreign jurisdictions. There are ngent tax examinations in progress.
Accordingly, as of December 31, 2008, we remainexilio examination in all tax jurisdictions fot e¢levant jurisdictional statutes.
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Results of Operations

Three months ended December 31, S ix months ended December 31,
(dollars in thousands) (dollars in thousands)
% Increase/ % Increase/
2008 2007 (decrease) 2008 2007 (decrease)
Net sales $19,079 $ 16,166 18.0% $3 6,562 $30,042 21.7%
Gross profit 6,214 5,447 141% 1 1,820 10,671 10.8%
Gross profit as a % of net sales 326% 33.7% (1.1)% 323% 355% (3.2)%
Selling, general and administrative 5,448 4,162 30.9% 1 0,224 8,583 19.1%
Selling, general and administrative as a percentage of netsales 28.6% 25.7% (2.99% 28.0% 28.6% (0.6)%
Operating income 766 1,285  (40.0)% 1,596 2,088 (23.6)%
Interest expense, net 429 224 91.5% 744 419  77.6%
Other (income) expense (54) 11 (590.9)% 25 18 38.9%
Minority interest in net loss of subsidiary 70 20 350.0% 112 59 89.8%
Provision (Benefit) for income taxes 129 (102) 226.5% 285 163  74.8%
Net income 332 1,172 (7T1.7)% 654 1,547 (57.7)%

Sales for the three months ended December 31, i80868ased by approximately 18% to $19,079,000 aspeoed to $16,166,000 for the
same period a year ago. Sales for the six montthsceBecember 31, 2008 increased by approximatély t82$36,562,000 as compared to
$30,042,000 for the same period a year ago. Threase in sales for the three and six months enéedrbber 31, 2008 was primarily the
result of the net sales added from the Marks adonsas well as increased sales of the Compamgdsidcking and access control product
partially offset by a decrease in the Companytugidn products.

Gross profit for the three months ended DecembgP@08 increased to $6,214,000 or 32.6% of salesmpared to $5,447,000 or 33.7% of
sales for the same period a year ago. Gross foofihe six months ended December 31, 2008 incoes$11,820,000 or 32.3% of sales as
compared to $10,671,000 or 35.5% of sales for @ineesperiod a year ago. The increase in Gross pmafivllars for the three and six months
was primarily due to the addition of the Gross prof Marks ($1,557,000 and $2,614,000, respectivedsulting from the acquisition on
August 18, 2008 as partially offset by an increiasgertain overhead expenses in Cost of salesdébeease in gross profit as a percentage of
sales declined primarily from the increase in éertawerhead expenses as well as a decrease ingti@mtof the Company's non-Marks
product lines, resulting in lower overhead absorpti

Selling, general and administrative expenses ®ittihee months ended December 31, 2008 increasgtl, p§6,000 to $5,448,000, or 28.6%
of sales, as compared to $4,162,000, or 25.7%le$ sayear ago. Selling, general and administratiyeenses for the six months ended
December 31, 2008 increased by $1,641,000 to $4MAA, or 28.0% of sales, as compared to $8,583@®@B.6% of sales a year ago. The
increase in dollars for the three and six monttiedrDecember 31, 2008 was due primarily to thetimdil expenses relating to Marks
($1,137,000 and $1,591,000, respectively). Theethmenths ended December 31, 2008 also includedcasaise in tradeshow expenses dt
a major tradeshow occurring in October 2008 ($18@),0This tradeshow occurred in September 200 Aasitherefore included in Selling,
general and administrative expense for the firstriggu of fiscal 2008.

Interest expense, net for the three months endedriger 31, 2008 increased by $205,000 to $429,9@0mpared to $224,000 for the same
period a year ago. Interest expense, net for thmenths ended December 31, 2008 increased by @325 $744,000 as compared to
$419,000 for the same period a year ago. The inergainterest expense for the three and six maethdted primarily from the increase in
the Company's average outstanding debt, which wagalthe $25,000,000 term loan utilized for therldaacquisition in August 2008.

The Company's provision for income taxes for threghmonths ended December 31, 2008 increased lyGkEBto a provision of $129,000
compared to a benefit of $102,000 for the sameodexiyear ago. The Company's provision for incaames for the six months ended
December 31, 2008 increased by $122,000 to $28&8@d@mpared to $163,000 for the same period aagearThe increase in provision for
income taxes for the three and six months resyltidarily from the Company's corporate restructgrituring the quarter ended December
31, 2007. As a result, the Company's effective f@aténcome tax was 28.0% and 30.4% for the threesix months ended December 30,
2008, respectively as compared to (9.5)% and 9&@%he same periods a year ago.
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Net income decreased by $840,000 to $332,000 62%fer diluted share for the three months ende@ibber 31, 2008 as comparec
$1,172,000 or $0.06 per diluted share for the spen@d a year ago. Net income decreased by $893q08654,000 or $0.03 per diluted sh
for the six months ended December 31, 2008 as cata $1,547,000 or $0.08 per diluted share fersgame period a year ago. The
decrease for the three and six months ended Dece8hp2008 was primarily due to the decrease irsakets and gross profit in the
Company's intrusion product lines.

Liquidity and Capital Resources

During the six months ended December 31, 2008 tirapany utilized all of its cash from operations additional borrowings to complete
the Marks acquisition ($26,173,000, which inclugagment of the $1,000,000 of assumed debt), puednagentory ($2,621,000) and
property, plant and equipment ($326,000). The Campsananagement believes that current working ahmiash flows from operations and
its revolving credit agreement will be sufficientfund the Company's operations through at le@shéxt twelve months. The Company and
its banks are currently renegotiating certain teamd conditions of its $20,000,000 revolving lifeeedit and its $25,000,000 term loan and
expects to have amended facilities in place dutiegquarter ended March 31, 2009.

Accounts Receivable at December 31, 2008 decrek886,000 to $22,997,000 as compared to $25,82&00une 30, 2008. This decrease
is primarily the result of the lower sales volumegidg the quarter ended December 31, 2008 as cadparthe quarter ended June 30, 2008,
which is typically the Company's highest, as péytiaffset by Marks acquisition ($2,628,000) .

Inventories at December 31, 2008 increased by $9088 to $36,653,000 as compared to $27,272,000ret 30, 2008. This increase was
primarily the result of the Marks acquisition ($814000) as well as the Company level-loading itglpction schedule in anticipation of its
historical sales cycle where a larger portion ef @ompany's sales occur in the latter fiscal quseie compared to the earlier quarters. The
Company initiated several steps in order to redeentory levels in fiscal 2008 and expects to oar them in fiscal 2009 in the Company's
non-Marks inventory.

On August 18, 2008, the Company and its banks aetkadd restated the existing $25,000,000 revoleirdit agreement. The amended
facility is $50,000,000 and provides for a $25,000, revolving credit line as well as a $25,000,88@ portion of which the entire
$25,000,000 was utilized to finance the asset @mselagreement as described in Note 5. The ameedelding credit agreement and term
loan was amended to $20,000,000 in November 2008sasecured by all the accounts receivable, irorgnthe Company's headquarters in
Amityville, New York and certain other assets offfda Security Technologies, Inc. and the commonkstéthree of the Company's
subsidiaries. The agreements bear interest atr ¢éfitbd’rime Rate or an alternate rate based on RIB®described in the agreement. The
August amendment extended the revolving crediteagent to August 2012. Any outstanding borrowingstarbe repaid or refinanced on or
before that time. As of December 31, 2008 there $i1a5100,000 outstanding under the revolving criedility with an interest rate of 3.5%
and $24,107,000 outstanding under the term loam avitinterest rate of 3.3%. The term loan is todpaid in 19 quarterly installments of
$893,000 each commencing in December 2008 andabfayment of $8,033,000 due in August 2013. Thee&gents contain various
restrictions and covenants including, among othresdrictions on payment of dividends, restrictionsborrowings and compliance with
certain financial ratios, as defined in the agrestm&s of December 31, 2008 the Company was nobmpliance with the covenants relating
to the ratio of Funded Debt to EBITDA, Debt Serviteverage Ratio and a Modified Quick Ratio for vihichas received the appropriate
waivers from its banks.

As of December 31, 2008 the Company had no matwiamitments for capital expenditures or inventouychases other than purchase
orders issued in the normal course of business.
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ITEM 3: Quantitative and Qualitative Disclosures About Market Risk

The Company's principal financial instrument isgeerm debt (consisting of a revolving credit fagiand term loan) that provides for
interest at the prime rate or an alternate ratedas LIBOR as described in the agreement. The @ognjs affected by market risk exposure
primarily through the effect of changes in intemrades on amounts payable by the Company undecriist facility. At December 31, 2008,
an aggregate principal amount of approximately 338,000 was outstanding under the Company's diadiity with a weighted average
interest rate of approximately 3.3%. If principed@unts outstanding under the Company's creditifiacdmained at this level for an entire
year and the prime rate increased or decreasqubatdgely, by 1% the Company would pay or savepeesvely, an additional $382,000
interest that year.

A significant number of foreign sales transactibgghe Company are denominated in U.S. dollarssukh, the Company has shifted foreign
currency exposure onto many of its foreign cust@nés a result, if exchange rates move againsigioreustomers, the Company could
experience difficulty collecting unsecured accousteivable, the cancellation of existing ordertherloss of future orders. The foregoing
could materially adversely affect the Company'siess, financial condition and results of operatidn addition, the Company transacts
certain sales in Europe in British Pounds Sterlthgrefore exposing itself to a certain amountooéign currency risk. Management believes
that the amount of this exposure is immaterial. akéealso exposed to foreign currency risk relaiivexpenses incurred in Dominican Pesos
("RD$"), the local currency of the Company's prdibrefacility in the Dominican Republic. The resafta 10% strengthening in the U.S.
dollar to our RD$ expenses would result in an ahdeerease in income from operations of approxilga814,000.

ITEM 4: Controls and Procedures

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requivdsktdisclosed in our Exchange Act
reports is recorded, processed, summarized andteelpwithin the time periods specified in the SEQles and forms, and that such
information is accumulated and communicated torsanagement to allow timely decisions regarding iregudisclosure. Management
necessarily applied its judgment in assessingdts@and benefits of such controls and proceduraish, by their nature, can provide only
reasonable assurance regarding management's coljiotives.

At the conclusion of the period ended Decembe2808, we carried out an evaluation, under the sigien and with the participation of our
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenessiod design and operation of our
disclosure controls and procedures. Based uporettadiiation, the Chief Executive Officer and Chitafancial Officer concluded that our
disclosure controls and procedures were effectivaearting them in a timely manner to informatietating to the Company required to be
disclosed in this report except as follows:

Management's review over its internal control$atdonclusion of fiscal 2008 identified conditiomkich they deemed to be material
weaknesses, (as defined by standards establishibe IBEC and the Public Company Accounting Ovetdigiard) with respect to certain of
our inventory valuation methods both at year-erdl ratating to the Gross profit method used to dateuGross profit and Inventories for
interim reporting purposes. Management has inforitseiildependent auditors and the Audit Commithest it has corrected its method of
calculating its gross profit and inventory for inte reporting by including a more comprehensivaeevof changes within the business and
accounting for those changes where appropriate Ciimepany has also initiated a review of the wayshicth we can more accurately cost its
inventory for year-end reporting and will continieemonitor the effectiveness of these actions aitidwake any other changes or take such
additional actions as management determines tpp®priate. Management expects to complete therectielating to the year-end inventory
valuation during fiscal 2009.

The Company has excluded from this assessmenttdmal control over financial reporting of Mark&H, which was acquired in August
2008. Total assets and total net sales subjecttttdUSA internal control over financial reportimgpresented 25% and 22%, respectivel
the Company's consolidated total assets and rext &althe six months ended December 31, 2008.

During the second quarter of fiscal 2009, thereewar changes in the Company's internal control fimancial reporting that have materially
affected, or are reasonably likely to materiallfeaf, the Company's internal control over financggorting except for the procedure descr
above which has corrected the weakness relatimgegdm Gross profit and inventory calculations.
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PART Il: OTHER INFORMATION
Item 1A. Risk Factors

Information regarding the Company's Risk Factoessat forth in the Company's Annual Report on Fb@aK for the year ended June 30,
2008. There have been no material changes inghdatctors previously disclosed in the Companyis+b0-K for the year ended June 30,
2008 during the three months ended December 3B @d€ept as follows:

Our Business Could Be Materially Adversely Affectedas a Result of
General Economic and Market Conditions

We are subject to the effects of general economicraarket conditions. If these conditions detetmraur business, results of operations or
financial condition could be materially adverselieated. In addition, since October 2008, the W&l international financial markets have
taken a significant loss and continue to be veifgtile. In the event that the downturn in the WBinternational financial markets is
prolonged, our revenue levels could be materiadyeasely affected. If the current worldwide economdwnturn continues, many of our
current or potential future customers may expegeserious cash flow problems and as a result maglifyn delay or cancel purchases of our
products. Additionally, customers may not be ablpdy, or may delay payment of, accounts receivifilaleare owed to us. Furthermore, the
current downturn and market instability makes fficlilt for us to forecast our revenues.

Our Business Could Be Materially Adversely Affectedoy the Integration
of Marks into Our Existing Operations

Our business is dependent on the orderly, effeatitegration of the acquired Marks business, teldgies, product lines and employees into
our organization. If this integration is unsucceksfur business may be materially adversely aéfect

Item 4. Submission of Matters to a Vote of Securityolders

(a) The annual meeting of stockholders ("the AniMieéting”) was held on December 9, 2008.

(b) At the Annual Meeting, two directors were reetkd as directors through 2011: Andrew J. Wildbt,010,972 votes "for", 2,731,469
votes "withheld", and Arnold Blumenthal - 14,58%1&tes "for", 2,153,307 votes "withheld"

(c) At the Annual Meeting, the proposal to amersl@ompany's Amended and Restated Certificate ofpazation to change the name of
Company to Napco Security Technologies, Inc. wasaped: 16,501,708 votes "for", 195,885 votes "agidj 44,848 votes "abstained"”

Iltem 6. Exhibits

30.1 First Amendment to Credit Agreement and Wailaded as of November 14, 2008.

30.2 Second Amendment and Waivers to Amended asthiee Credit Agreement dated as of January 29.200
30.3 Certificate of Amendment of Certificate of émporation of Napco Security Systems, Inc.

30.4 Certificate of Incorporation as Amended of baecurity Technologies, Inc.

31.1 Certification Pursuant to Rule 13a-14(a)/18¢a) of Richard L.

Soloway, Chairman of the Board and President

31.2 Certification Pursuant to Rule 13a-14(a)/18¢ga) of Kevin S.

Buchel, Senior Vice President of Operations ancifkie

32.1 Section 1350 Certifications
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

February 9, 2009

NAPCO SECURITY TECHNOLOGIES, INC
(Registrant)

By: /'SI RICHARD L. SOLOMAY

Ri chard L. Sol oway

Chai rman of the Board of Directors, President and Secretary
(Chi ef Executive Oficer)

By: /'SI KEVIN S. BUCHEL

Kevin S. Buchel
Seni or Vice President of Operations and Finance and Treasurer
(Principal Financial and Accounting O ficer)
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EXHIBIT 26.1

FIRST AMENDMENT TO CREDIT AGREEMENT
AND WAIVER

FIRST AMENDMENT TO AMENDED AND RESTATED CREDIT AGREMENT and WAIVER dated as of

August 18, 2008 (the "First Amendment") by and aghbBAPCO SECURITY SYSTEMS, INC., a Delaware corpanaithe "Borrower"),
CAPITAL ONE, N.A. a national banking associatiorGBIC Bank USA, National Association, a national baglkassociation, collectively, tt
“Lenders") and HSBC BANK, USA, National Associati@nnational banking association, as administragyent and collateral agent for the
Lenders hereunder (in such capacities, the "Adnnatise Agent" and the "Collateral Agent", respeely and each an "Agent")".

RECITALS

The Borrower, the Lenders, and the AdministratigeAt entered into an Amended and Restated Cred@efgent dated as of August 18,
2008, (the "Credit Agreement"), pursuant to whieht@in financial accommodations were made availabthe Borrower.

The Borrower has requested that the Lenders anfidhenistrative Agent modify certain of the termet forth in the Credit Agreement and
further waive another term of the Credit Agreenfenia certain period and the Lenders and the Adstrimiive Agent are willing to modify
such terms and waive such term but only upon abjpksuto the following terms and conditions.

NOW THEREFORE, in consideration of the premisesmutual covenants and promises exchanged hereipattiies hereto mutually agr
as follows:

Section 1. Definitions. Except as otherwise defimethis First Amendment, terms defined in the @régdreement are used herein as defined
therein.

Section 2. Amendment. Subject to the satisfacticdhe conditions precedent specified in Sectiorelw:

(A) Section 1.1 of the Credit Agreement is herelmeaded by deleting the definition of "Revolving GiteaCommitment" and substituting the
following therefor:

"Revolving Credit Commitment": as to any Revolvingnder at any time, its obligation to make Revavi@redit Loans, issue or participate
in Letters of Credit issued for the account of Boegrower and/or make or participate in Swing Lingahs to the Borrower in an aggregate
amount not to exceed at any time outstanding theuatset forth opposite such Lender's name in Sdbhddereto under the heading
"Revolving Credit Commitment," as such amount maydxuced from time to time pursuant to subse@idrand the other applicable
provisions hereof.
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(B) Schedule | referenced in the definition of Reutg Credit Commitment is hereby amended by deteiame and substituting Schedule |-
attached hereto for same.

(C) Section 6.3 of the Credit Agreement is hereimgaded by deleting same and substituting the fatiguherefor:

"6.3 Post Closing Obligations. By January 15, 209 eptember 18, 2008 in the case of subsectjoneteof) the Borrower will deliver to
the Administrative Agent the following in form agdntent reasonably satisfactory to the Administeathgent and the Required Lenders in
each case, at the Borrower's sole cost and expense:

(&) An environment report (Phase Il) on the Borrdsveeal property located at 333 Bayview Avenuetiwile, New York (the "Mortgaged
Property’);

(b) A mortgage and security agreement on the Adstrative Agent's standard form or other form acalelgtto the Administrative Agent and
its counsel, (the "Mortgage") encumbering the land improvements upon the Mortgaged Property segtiie $5,000,000 in principal
amount of the obligations under this Agreement tioglewith Hazardous Material Guaranty and Indernatfon Agreement on the standard
form of the Administrative Agent or on a form actdye to the Administrative Agent and its counseirf the Borrower and its Domestic
Subsidiaries with respect to the real property ermered by such Mortgage;

(c) An updated survey of the Mortgage Property goteed to the Administrative Agent together withitieates of occupancy/completion f
all improvements requiring same and satisfactoojation, flood, lien and judgment searches;
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(d) Title insurance (including such endorsementhas\dministrative Agent shall require) insuritge tMortgage as a first mortgage lien u
the Mortgaged Property subject only to those exeeptpermitted by the Administrative Agent andcitginsel;

(e) Paid certificates of insurance evidencing hdzawsiness interruption, explosion, flood (if nes&ry) and general liability coverage in such
amounts and on such forms as shall be satisfatddhe Administrative Agent and its counsel;

(f) Evidence that all fees, taxes, premiums andwartsoowed in connection with the recording of thertdage and the issuance of the Title
Insurance Policy, including the Administrative Agierfees and expenses, have been paid in full;

(9) Supplements to the Loan Documents perfectingtllateral Agent's liens in the Mark's patentd ttademarks, if any;

(h) A pledge security agreement on the Agent'sdstechform granting a security interest in the shafeNapco Group Europe Limited
(48,750) shares), Alarm Lock systems, Inc. (100est)aand Napco Americas (65 shares) (the "Pled¢mek’g together with legal opinions
from counsel relating to the effectiveness of sseturity interests in such stock satisfactory soAldministrative Agent and the Required
Lenders and undated stock powers or similar ingtnimduly executed by each pledgor for such pledbacdes.

Section 3. Waiver. Non-compliance by the Borrowé&hwhe covenant contained in Section 8.1 (a)f(the Credit Agreement requiring the
ratio of Consolidated Funded Debt to consolidatBTBA to be no greater than 3.5 to 1.0 to the etémon-compliance for the period
ended 12/30/08 solely to the extent such ratiosvag to 1.0 instead of the required ratio.
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Section 4. Conditions Precedent. The amendmernketGredit Agreement set forth in Section 2 heeswf the waiver set forth in Section 3
hereof shall become effective, on the date ofFlnist Amendment, upon the execution and deliverthisf First Amendment by the Borrower,
the Administrative Agent and each of the Lendedthe satisfaction of the following conditions:

(A) Certified Copies and Other Documents. The Adstiative Agent shall have received certificateswofofficer of the Borrower dated the
date of this First Amendment certifying (y) no cbas in the certificate of incorporation or by-lafn@m the date of the Agreement or
attaching copies of any amendments,

(z) the incumbency and specimen signatures of ffieecs of the Borrower executing any documentsvéeéd to the Administrative Agent or
a Lender by the Borrower in connection herewith.

(B) Approval of the Administrative Agent and Agen€ounsel. All other documents and legal mattec®imection with the transactions
contemplated by this First Amendment shall be fatiery in form and substance to the Administrathgent and its counsel.

Section 5. Representations and Warranties. TheoBerrrepresents and warrants to the Lenders teaefiresentations and warranties set
forth in the Credit Agreement and in the other L&mtuments are true and complete on the date ©Fist Amendment and as if made on
and as of the date hereof (or, if such represemati warranty is expressly stated to have beereraadf a specific date, as of such specific
date).

Section 6. Borrower's Acknowledgments. The Borroa@mowledges and agrees that the Borrower hataimos; counterclaims, offsets, or
defenses to the Loan Documents and the performafitbe Borrower's obligations thereunder or if Ba@rower did have any such claims,
counterclaims, offsets or defenses to the Loan Betus or any transaction related to the Loan Docuisnéhe same are hereby waived,
relinquished and released in consideration of eti@tand delivery of this Second Amendment.

Section 7. Acknowledgement of Guarantors. The Guara acknowledge and consent to all of the termascanditions of this First
Amendment and agree that this First Amendment dritbauments executed in connection herewith doopetrate to reduce or discharge the
Guarantors' obligations under the Credit Agreeroerihe other Loan Documents. The Guarantors fudbknowledge and agree that the
Guarantors have no claims, counterclaims, offsgtdefenses to the Loan Documents and the perfarenaiithe Guarantors' obligations
thereunder or if the Guarantors did have any stams, counterclaims, offsets or defenses to thenLbocuments or any transaction related
to the Loan Documents, the same are hereby waigkdguished and released in consideration of ei@tand delivery of this First
Amendment.
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Section 8. Continuing Effect; No Further Waiver cEgt as expressly set forth in this First Amendmalhbf the terms and provisions of the
Loan Documents are ratified and confirmed, andaakshall remain in full force and effect and th@®wer shall continue to be bound by
of such terms and provisions. The Waiver providacdherein is limited as specified herein and shatlconstitute any other waiver of the
Loan Documents. The Borrower acknowledges and adhed nothing in this Waiver shall constitute adication of the Lenders' willingness
to consent to any other amendment or waiver ofadhgr provision of the Credit Agreement or a wailekany Default or Event of Default r
referenced in this Waiver or for any other timeiqar

Section 9. Governing Law; Execution in Counterpartss First Amendment may be executed in any nurobeounterparts, all of which
taken together shall constitute one and the sanemdatory instrument and any of the parties heretp execute this First Amendment by
signing any such counterpart. This First Amendnséiail be governed by, and construed in accordaiitte the internal laws of the State of
New York (without regard to New York conflicts @ws principles)

Section 10. Expenses, etc. The Borrower agreeayt@preimburse the Administrative Agent for athsenable out-of-pocket costs and
expenses of the Administrative Agent (includingtheut limitation, the reasonable fees and expeat€=rtilman, Balin, Adler & Hyman,
LLP in connection with the negotiation, preparatierecution and delivery of this Second Amendmeundtthe transactions contemplated
hereby.

Section 11. Effective Date. This First Amendmerdased for convenience as of November 14, 2008hatl be effective as of such date, on
the delivery of an executed counterpart to the @@er upon satisfaction of the conditions precedentained in Section 4 hereof.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have catisisd=irst Amendment to Credit Agreement to be didgcuted and delivered by
their duly authorized officers, all as of the daygear first above written.

Borrower:
NAPCO SECURITY SYSTEMS, INC.

By:/s/KEVIN S. BUCHEL

Kevin S. Buchel
Seni or Vice President of
Operations and Fi nance

Guarantors:
ALARM LOCK SYSTEMS, INC.

By:/s/KEVIN S. BUCHEL

Name: Kevin S. Buchel
Title: Senior Vice President

CONTINENTAL INSTRUMENTS, LLC

By: /s/KEVIN S. BUCHEL

Narme: Kevin S. Buchel
Title: Manager

Lenders:
CAPITAL ONE, N.A.

By:/s/LUCI LLE MCARDLE
Name: Lucille MArdle
Title: Vice President

HSBC BANK USA, NATIONAL ASSOCIATION,
as Administrative Agent and as a Lender

By: / s/ GARY SARRO

Name: Gary Sarro
Title: First Vice President
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SCHEDULE |
To the Amended and Restated Credit Agreement

COMMITMENTS

Revolving Credit Commitment

Revolving Lender Rev olving Credit Commitment
HSBC BANK USA, NATIONAL ASSOCIATION $12 ,000,000
CAPITAL ONE, N.A. $8 ,000,000

Total $20 ,000,000

Term Commitment

Term Lender Ter m Commitment
HSBC BANK USA, NATIONAL ASSOCIATION $15 ,000,000
CAPITAL ONE, N.A. $10 ,000,000

Total $25 ,000,000




EXHIBIT 26.2
February 6, 2009

Napco Security Technologies, Ir
flk/a Napco Security Systems, Inc.
333 Bayview Avenue

Amityville, New York

Re: Amended and Restated Credit Agreement dated#ug, 2008
Ladies and Gentlemen:

We refer to the referenced agreement between yothenundersigned Lenders and Administrative Agsninost recently amended by a
Second Amendment and Waivers dated as of JanuaB0R9 (collectively, the "Credit Agreement"). Ciafized terms used herein without
definition have the meanings ascribed in the Cradreement.

Section 8.1 (a) (i) of the Credit Agreement reqdiimaintenance of a ratio of Consolidated Funded Beonsolidated EBITDA of not more
than 3.5 to 1.0 for the Trailing four quarter pdriwhich was not maintained as at December 31, 2008.

Section 8.1 (b) of the Credit Agreement requirezlBlorrower and its Consolidated Subsidiaries tata@ a minimum Debt Service
Coverage Ratio of at least 1.25 to 1.0 for thelifigifour quarter period which was not maintainescahDecember 31, 2008.

Section 8.1 (c) of the Credit Agreement requiresiBorrower and its Consolidated Subsidiaries tatai a Modified Quick Ratio of at least
1.15 to 1.0 for the Trailing four quarter periodiethwas not maintained as at December 31, 2008.

The Banks hereby waive non-compliance with thegoneg covenants for the above-referenced periddlesvs:

(1) Section 8.1 (a) (i) of the Credit Agreementuigiqg the ratio of Consolidated Funded Debt to &sidated EBITDA to be no greater than
3.5 t0 1.0 to the extent of non-compliance forTnailing four quarter period ended 12/31/08 sotelyhe extent such ratio was 6.29 to 1.0
instead of the required ratio (For purposes ofudating Consolidated EBITDA, the definition has hesxpanded as follows: "Consolidated
EBITDA": for any period of four consecutive fisagliarters, the sum of (i) Trailing Consolidated Netome for such period, plus non-
recurring and non-cash losses (net of tax for @gcfod) minus non-recurring and non-cash gainsdghtixes for such period), (ii) Trailing
Consolidated Interest Expense for such period gifjidhe Trailing amount of taxes, depreciation amdortization deducted from earnings in
determining such Consolidated Net Income. FOR PURP®OF THIS CALCULATION, THE FIRST POST-ACQUISITIOQUARTER

OF MARKS CONSOLIDATED EBITDA FOR THE THREE MONTHSNDED DECEMBER 31, 2008 WILL BE ADDED TO THE PRE-
ACQUISITION CONSOLIDATED EBITDA OF MARKS FOR THE TREE QUARTERS ENDED JULY 31, 2008;

(2) Section 8.1 (b) of the Credit Agreement reaugjrihe Debt Service Coverage Ratio of the Borrcavet its Consolidated Subsidiaries to be
at least 1.25 to 1.0 to the extent of non compkdioc the Trailing four quarter period ended 1208l1golely to the extent such ratio was 1.08
to 1.0 instead of the required ratio (For purpadfesefining Consolidated Cash Flow, the definitltas been expanded as follows:
"Consolidated Cash Flow": for any period of founsecutive fiscal quarters, net income, plus, witlduplication, depreciation plus
amortization of intangibles, minus capital expemdis, plus non-recurring and non-cash losses {rtakpminus non-recurring and non-cash
gains (net of taxes), in each case, of the Borr@merits Consolidated Subsidiaries with all accmgnterms defined in accordance with
GAAP, based upon receipt of the quarterly and/muahfinancial statements. For the avoidance obtlawn-recurring and non-cash losses
must occur together to be added to the equatiahnan-recurring and non-cash gains must occur bhegéd be subtracted from the equation.
FOR PURPOSES OF THIS CALCULATION, THE FIRST POST-@GISITION QUARTER OF MARKS CONSOLIDATED CASH

FLOW FOR THE THREE MONTHS ENDED DECEMBER 31, 20081W BE ADDED TO THE PRE-ACQUISITION CONSOLIDATED
CASH FLOW OF MARKS FOR THE THREE QUARTERS ENDED JYI31, 2008); and



(3) Section 8.1 (c) of the Credit Agreement reaugrihe Modified Quick Ratio of the Borrower and@snsolidated Subsidiaries to be at least
1.15 to 1.0 to the extent of non compliance forThaling Four Quarter period ended 12/31/08 solelthe extent such ratio was 1.06 to 1.0
instead of the required ratio.

The waivers described above are effective onlyii instance for the purpose given, are limitetheocircumstances and conditions set forth
herein, and shall not be deemed to be a continuitigrther waiver of these or any other covenaetsns or provisions of the Credit
Agreement. The waivers described above will expyréheir terms on March 15, 2009 unless reaffirmear prior to such date by the
Required Lenders. No waiver of any single breactiefault under the Credit Agreement shall be deeimée a waiver of any other breact
default thereunder. It is understood that all caves, terms and conditions of the Credit Agreememiain unmodified and in full force and
effect.

In consideration of the grant of the above waivB@rower agrees that effective as of the datedighe definitions of "Consolidated
EBITDA", "Consolidated Cash Flow" and "LIBOR Rat&gt forth in the Credit Agreement are modifiedaad as follows:

"Consolidated EBITDA": for any period of four comseive fiscal quarters, the sum of (i) Trailing Gofidated Net Income for such period,
plus non-recurring and non-cash losses (net ofalaguch period) minus non-recurring and non-cashgy(net of taxes for such period), (ii)
Trailing Consolidated Interest Expense for suchqokeand (iii) the Trailing amount of taxes, depegiwin and amortization deducted from
earnings in determining such Consolidated Net IrepiifOR PURPOSES OF THIS CALCULATION, CONSOLIDATHBITDA WILL
INCLUDE MARKS CONSOLIDATED EBITDA PRIOR TO THE ACQLSITION DATE TO THE EXTENT NECESSARY TO REFLECT
A FULL 4 QUARTERS OF MARKS USA CONSOLIDATED EBITDA.

"Consolidated Cash Flow": for any period of founsecutive fiscal quarters, net income, plus, witltuplication, depreciation plus
amortization of intangibles, minus capital expemdis, plus non-recurring and non-cash losses {riakpminus non-recurring and non-cash
gains (net of taxes), in each case, of the Borr@merits Consolidated Subsidiaries with all accmgnterms defined in accordance with
GAAP, based upon receipt of the quarterly and/awahfinancial statements. For the avoidance obtiawn-recurring and non-cash losses
must occur together to be added to the equatiahpan-recurring and non-cash gains must occur hegéd be subtracted from the
equation.FOR PURPOSES OF THIS CALCULATION, CONSOAMED CASH FLOW WILL INCLUDE MARKS CONSOLIDATED
CASH FLOW PRIOR TO THE ACQUISITION DATE TO THE EXTNT NECESSARY TO REFLECT A FULL 4 QUARTERS OF
MARKS CONSOLIDATED CASH FLOW.



"LIBOR Rate": with respect to any Eurodollar Loam &ny Interest Period, the greater of (i) 2% peruan or (ii) the rate per annum (rounded
upward, if necessary, to the nearest 1/32 of oneepé) as determined on the basis of the offerts f@r deposits in U.S. dollars, for a period
of time comparable to such Interest Period whigheaps on the Telerate page 3750 as of 11:00 a.nddrotime on the day that is two (2)
London Banking Days preceding the first day of sEchodollar Loan; provided, however, if the ratesctéed above does not appear on the
Telerate System on any applicable interest detextioim date, the rate shall be the rate (roundedaumgsvas described above, if necessary) for
deposits in dollars for a period substantially éqodhe Interest Period on the Reuter Page "LIB®"such other page as may replace the
LIBO Page on that service for the purpose of digptasuch rates), as of 11:00 a.m. (London Time)the day that is two London Banking
days prior to the beginning of such Interest PeriBanking Day" shall mean, in respect of any cityy date on which commercial banks are
open for business in that city.

Please indicate your consent and agreement tantkadment set forth in the last paragraph abovedmnyrgy and dating a copy of this letter.
Very truly yours,
CAPITAL ONE, N.A.

By: /s/STEVEN RATNER

Nanme: Steven Ratner
Title: Senior Vice President

HSBC BANK USA, NATIONAL
ASSOCIATION, as Administrative
Agent and as a Lender

By: [/ s/ GARY SARRO

Name: Gary Sarro
Title: First Vice President

The Borrower and Guarantors under the Credit Agesdgracknowledge and consent to the amendment afetfiwition of LIBOR Rate set
forth above.

Borrower:

NAPCO SECURITY TECHNOLOGIES, INC.
f/lk/a Napco Security Systems, Inc.

By: /s/KEVIN S. BUCHEL
Kevin S. Buchel
Seni or Vice President of
Oper ati ons and Fi nance



Guarantors:
ALARM LOCK SYSTEMS, INC.

By: /s/KEVIN S. BUCHEL

Narme: Kevin S. Buchel
Title: Senior Vice President

CONTINENTAL INSTRUMENTS, LLC

By: /s/KEVIN S. BUCHEL

Name: Kevin S. Buchel
Title : Manager



EXHIBIT 26.3

CERTIFICATE OF AMENDMENT OF
CERTIFICATE OF INCORPORATION OF
NAPCO SECURITY SYSTEMS, INC.

NAPCO SECURITY SYSTEMS, INC., a corporation orgaizand existing under and by virtue of the Gen@oaporation Law of the Sta
of Delaware, DOES HEREBY CERTIFY:

FIRST: That at a meeting of the Board of Directmf§lAPCO SECURITY SYSTEMS, INC. resolutions werdydadopted setting forth a
proposed amendment to the Certificate of Incorpamatf said Corporation, declaring said amendmeihitet advisable and directing that said
amendment be considered at the 2008 Annual Meefiggockholders. The resolution setting forth theposed amendment is as follows:

RESOLVED, that Article First of the Amended and ®Ré=d Certificate of Incorporation of the Compamy &nd hereby is, amended to reg
its entirety as follows:

"First: The name of the corporation (the "Compang'WAPCO Security Technologies, Inc."

SECOND: That thereafter, pursuant to resolutioitsoBoard of Directors, the 2008 Annual Meetingsébckholders was duly called and held
upon notice in accordance with Section 222 of teadsal Corporation Law of the State of Delawaraylath meeting the necessary number
of shares as required by statute were voted inrfafrthe amendment.

THIRD: That said amendment was duly adopted in @tzmce with the provisions of
Section 242 of the General Corporation Law of tteteSof Delaware.

IN WITNESS WHEREOF, said Corporation has causesl@artificate to be signed this 9th day of Decemb@d8.
NAPCO SECURITY SYSTEMS, INC.

By: /s/ Kevin S. Buchel

Kevin S. Buchel
Seni or Vice President



EXHIBIT 26.4

CERTIFICATE OF INCORPORATION, AS AMENDED OF
NAPCO SECURITY TECHNOLOGIES, INC.

FIRST: The name of the corporation (hereinafteledathe "Company") is NAPCO
SECURITY TECHNOLOGIES, INC.

SECOND: The registered office of the Company ibédocated at No. 100 West Tenth Street, in the @iwilmington, in the County of
New Castle, in the State of Delaware. The namésakgistered agent at that address is The Coiporatust Company

THIRD: The purpose of the Company is to engageinlawful act or activity for which corporations snhe organized under the General
Corporation Law of the State of Delaware.

FOURTH: The total number of shares of Common Stekich the Corporation is authorized to issue isyfamillion (40,000,000), and the par
value of each such share is one cent ($.01), armguint the aggregate to $400,000.

FIFTH: In furtherance and not in limitation of thewers conferred by statute, the board of dired®expressly authorized to make, alter or
repeal the by-laws of the Company. In additiorthepowers and authorities hereinbefore or by &atwpressly conferred upon them, the
directors are hereby empowered to exercise all pogrers and do all such acts and things as maydreised or done by the corporation;
subject, nevertheless, to the provisions of thiutta of Delaware, of this certificate, and to agylaws from time to time made by the
stockholders; provided, however, that no by-lawrgale shall invalidate any prior act of the direst@hich would have been valid if such by-
law had not been made.

SIXTH: Whenever a compromise or arrangement is@seg between the Company and its creditors or kasg of them and/or between the
Company and its stockholders or any class of tleay,court of equitable jurisdiction within the Statf Delaware may, on the application |
summary way of the Company or of any creditor oclsholder thereof, or on the application of anyereer or receivers appointed for the
Company under the provisions of Section 291 oETatlof the Delaware Code or on the applicatiomustees in dissolution or of any receiver
or receivers appointed for the Company under tbgigions of

Section 279 of Title 8 of the Delaware Code, om@emneeting of the creditors or class of creditonsl/ar of the stockholders or class of
stockholders of the Company, as the case may le sommoned in such manner as the said courtslilée majority in number
representing three-fourths in value of the creditmrclass of creditors, and/or of the stockholderslass of stockholders of the Company, as
the case may be, agrees to any compromise or amarg and to any reorganization of the Companyamsaequence of such compromist
arrangement, the said compromise or arrangemerthanshid reorganization shall, if sanctioned k®ydburt to which the said application has
been made, be binding on all the creditors or adfisseditors, and/or on all the stockholders asslof stockholders of the Company, as the
case may be, and also on the Company.

SEVENTH: Meetings of stockholders may be held al¢she State of Delaware, if the by-laws so provide books of the corporation may
be kept (subject to any provision contained instatutes) outside the State of Delaware at suateaplaces as may be designated from
to time by the Board of Directors or in the by-lagighe corporation. Elections of directors neeti®by ballot unless the by-laws of the
corporation shall so provide.

EIGHTH: The Company shall, to the fullest extentrpiited by the General Corporation Law of the StftBelaware, indemnify any and all
persons whom it shall have power to indemnify framd against any and all expenses, liabilities beomatters.

NINTH: The name and mailing address of the incaapmris as follows

Name: Mailing Address:

Michael J. Fuchs 430 Park Avenue
New York, New Yo rk 10022



TENTH: To the fullest extent permitted by the Detaev General Corporation Law now in effect and asraded from time to time, a director
of the Corporation shall not be liable to the Caogpion or its stockholders for monetary damage$feach of fiduciary duty resulting from
actions or omissions while serving as a director.

ELEVENTH: The number of directors which shall conge the whole Board of Directors shall be nosldsan three (3) and shall be fixed
from time to time exclusively by the Board of Ditexs pursuant to a resolution adopted by a majofithe total number of authorized
directors (whether or not there exist any vacanici¢se previously authorized directorships attihee any such resolution is presented to the
Board of Directors for adoption). At the Annual Mieg of Stockholders at which this Article is adegt the directors shall be divided into
three classes, designated Class |, Class Il, anssQll (which at all times shall be as nearly éguaumber as possible), with the term of
office of Class Il directors to expire at the 1998nual Meeting of Stockholders, the term of offafeClass Il directors to expire at the 2000
Annual Meeting of Stockholders, and the term ofoeffof Class | directors to expire at the 2001 Aairieeting of Stockholders. At each
annual meeting of stockholders following such alitilassification and election, directors electeducceed those directors whose terms
expire shall be elected for a term of office toiex@t the third succeeding annual meeting of dtolders after their election. Subject to the
rights of the holders of any class or series ofMbeng Stock then outstanding, newly created doeships resulting from any increase in the
authorized number of directors or any vacancietherBoard of Directors resulting from death, reatipn, retirement, disqualification,
removal from office or other cause may be filledabgajority vote of the directors then in offickotigh less than a quorum, and directors so
chosen shall hold office for a term expiring at #mmual meeting of stockholders at which the tefwffice of the class to which they have
been elected expires. No decrease in the numbartbbrized directors constituting the entire Baafr@directors shall shorten the term of any
incumbent director.



EXHIBIT 31.1
SECTION 302 CERTIFICATION
I, Richard Soloway, certify that:
1. I have reviewed this quarterly report on ForraQ 0f Napco Security Technologies, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt, based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthg@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting.

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent
function):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefrwaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's internal
control over financial reporting.

Date: February 9, 2009

/ S/ R CHARD SOLOWAY

Ri chard Sol oway

Chi ef Executive O ficer
(Principal Executive Oficer)



EXHIBIT 31.2
SECTION 302 CERTIFICATION
I, Kevin S. Buchel, certify that:
1. I have reviewed this quarterly report on ForraQ 0f Napco Security Technologies, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt, based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthg@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting.

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent
function):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefrwaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's internal
control over financial reporting.

Date: February 9, 2009

/ S/ KEVIN S. BUCHEL

Kevin S. Buchel

Chief Financial Oficer
(Principal Financial Oficer)



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of Napca8#y Technologies, Inc. (the "Company") on For@xQ for the period ending December
31, 2008 filed with the Securities and Exchange @dsrion on the date hereof (the "Report"), |, RIGMAL. SOLOWAY, Chief Executive
Officer of the Company, certify, that to the bebimy knowledge, pursuant to 18 U.S.C. Section 1380adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002, that

1. The Report fully complies with the requiremeaft$Section 13(a) or 15(d) of the Securities ExcleAgt of 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

Dat ed: February 9, 2009

/'SI RICHARD L. SOLOMAY

Ri chard L. Sol oway, Chief Executive Oficer

This certification accompanies the Report pursta@ection 906 of the Sarbanes-Oxley Act of 2002 strall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of
Section 18 of the Securities Exchange Act of 1834amended.

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of Napca8#y Technologies, Inc. (the "Company") on For®Q for the period ending December
31, 2008 filed with the Securities and Exchange @disgion on the date hereof (the "Report”), I, KEAMNBUCHEL, Chief Financial Office
of the Company, certify, that to the best of mywtexige, pursuant to 18 U.S.C. Section 1350, astadgpirsuant to

Section 906 of the Sarbanes-Oxley Act of 2002, that

1. The Report fully complies with the requiremeoft$Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

Dat ed: February 9, 2009

/'Sl KEVIN S. BUCHEL

Kevin S. Buchel, Chief Financial Oficer

This certification accompanies the Report purstai@ection 906 of the Sarbanes-Oxley Act of 2002 slrall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of
Section 18 of the Securities Exchange Act of 1834amended.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon reque:



