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PART | — FINANCIAL INFORMATION

Item 1. Financial Statements

INSTEEL INDUSTRIES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
(In thousands, except per share amounts)

(Unaudited)
Three Months Ended Nine Months Ended
June 29, July 1, June 29, July 1,
2024 2023 2024 2023

Net sales $ 145,775 $ 165,714 $ 394,894 $ 491,664
Cost of sales 130,387 145,347 357,521 440,249

Gross profit 15,388 20,367 37,373 51,415
Selling, general and administrative expense 7,879 7,924 22,121 22,556
Other expense (income), net 15 (24) 2 (3,423)
Interest expense 19 20 76 67
Interest income (1,245) (1,097) (4,051) (2,284)

Earnings before income taxes 8,720 13,544 19,225 34,499
Income taxes 2,155 2,979 4,589 7,710

Net earnings $ 6,565 $ 10,565 $ 14,636 $ 26,789
Net earnings per share:

Basic $ 034 $ 054 % 075 $ 1.37

Diluted 0.34 0.54 0.75 1.37
Weighted average shares outstanding:

Basic 19,500 19,488 19,502 19,506

Diluted 19,568 19,548 19,579 19,565
Cash dividends declared per share $ 0.03 $ 003 $ 259 $ 2.09
Comprehensive income $ 6,565 $ 10,565 $ 14,636 $ 26,789

See accompanying notes to consolidated financial statements.




Assets
Current assets:

Cash and cash equivalents
Accounts receivable, net
Inventories
Other current assets

Total current assets
Property, plant and equipment, net
Intangibles, net

Goodwill
Other assets

Total assets

Liabilities and shareholders' equity

Current liabilities:

Accounts payable
Accrued expenses
Total current liabilities

Other liabilities

Commitments and contingencies

Shareholders' equity:

Common stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss
Total shareholders' equity

Total liabilities and shareholders' equity

INSTEEL INDUSTRIES INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands)

See accompanying notes to consolidated financial statements.

(Unaudited)

June 29, September 30,
2024 2023

$ 97,745 $ 125,670
61,234 63,424

89,379 103,306

8,766 6,453

257,124 298,853

127,889 120,014

5,628 6,090

9,745 9,745

14,329 12,811

$ 414615 $ 447,513
$ 34,827 $ 34,346
9,888 11,809

44,715 46,155

23,885 19,853

19,445 19,454

85,599 83,832

241,254 278,502
(283) (283)

346,015 381,505

$ 414615 $ 447,513




INSTEEL INDUSTRIES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Cash Flows From Operating Activities:
Net earnings
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and amortization
Amortization of capitalized financing costs
Stock-based compensation expense
Deferred income taxes
Loss (gain) on sale and disposition of property, plant and equipment
Increase in cash surrender value of life insurance policies over premiums paid
Net changes in assets and liabilities:
Accounts receivable, net
Inventories
Accounts payable and accrued expenses
Other changes
Total adjustments
Net cash provided by operating activities

Cash Flows From Investing Activities:
Capital expenditures
Increase in cash surrender value of life insurance policies
Proceeds from sale of property, plant and equipment
Proceeds from surrender of life insurance policies
Net cash used for investing activities

Cash Flows From Financing Activities:
Proceeds from long-term debt
Principal payments on long-term debt
Cash dividends paid
Payment of employee tax withholdings related to net share transactions
Cash received from exercise of stock options
Financing costs
Repurchases of common stock
Net cash used for financing activities

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

Supplemental Disclosures of Cash Flow Information:
Cash paid during the period for:
Income taxes, net
Non-cash investing and financing activities:
Purchases of property, plant and equipment in accounts payable
Restricted stock units and stock options surrendered for withholding taxes payable

See accompanying notes to consolidated financial statements.

Nine Months Ended

June 29, July 1,
2024 2023
14,636 $ 26,789
11,412 9,835
38 45
1,903 1,534
3,638 (991)
50 (3,321)
(1,029) (854)
2,190 15,283
13,927 64,528
(2,492) (12,745)
(2,295) 3,223
27,342 76,537
41,978 103,326
(17,460) (26,604)
(443) (402)
4 9,924
25 358
(17,874) (16,724)
230 255
(230) (255)
(50,359) (40,668)
(262) (196)
428 191
- a77)
(1,836) (2,328)
(52,029) (43,178)
(27,925) 43,424
125,670 48,316
97,745 $ 91,740
3,267 $ 5,466
2,624 843
262 196




INSTEEL INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(In thousands)

For the three and nine months ended June 29, 2024

Balance at September 30, 2023

Net earnings

Stock options exercised, net

Compensation expense associated with stock-based plans

Repurchases of common stock

Restricted stock units and stock options surrendered for
withholding taxes payable

Cash dividends declared

Balance at December 30, 2023

Net earnings

Stock options exercised, net

Vested and released restricted stock units

Compensation expense associated with stock-based plans

Repurchases of common stock

Restricted stock units and stock options surrendered for
withholding taxes payable

Cash dividends declared

Balance at March 30, 2024

Net earnings

Vested and released restricted stock units

Compensation expense associated with stock-based plans

Repurchases of common stock

Restricted stock units and stock options surrendered for
withholding taxes payable

Cash dividends declared

Balance at June 29, 2024
For the three and nine months ended July 1, 2023

Balance at October 1, 2022

Net earnings

Stock options exercised, net

Compensation expense associated with stock-based plans

Repurchases of common stock

Cash dividends declared

Balance at December 31, 2022

Net earnings

Vested and released restricted stock units

Compensation expense associated with stock-based plans

Repurchases of common stock

Restricted stock units and stock options surrendered for
withholding taxes payable

Cash dividends declared

Balance at April 1, 2023

Net earnings

Stock options exercised, net

Compensation expense associated with stock-based plans

Repurchases of common stock

Restricted stock units and stock options surrendered for
withholding taxes payable

Cash dividends declared

Balance at July 1, 2023

See accompanying notes to consolidated financial statements

(Unaudited)
Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive  Shareholders'

Shares Amount Capital Earnings Loss Equity
19454 $ 19454 $ 83832 $ 278502 $ (283) $ 381,505
1,132 1,132
13 13 297 310
398 398
19) (19) (82) (438) (539)
(20) (20
(49,191) (49,191)
19,448 19,448 84,425 230,005 (283) 333,595
6,939 6,939
4 4 114 118
24 24 (24) -
997 997
(©) © (39) (255) (303)
(141) (141)
(584) (584)
19,467 19,467 85,332 236,105 (283) 340,621
6,565 6,565
8 8 8) -
508 508
(30) (30) (132) (832) (994)
(101) (101)
(584) (584)
19445 $ 19445 $ 85,599 241,254 $ (283) $ 346,015
19,478 $ 19,478 $ 81,997 289,246 $ 977) $ 389,744
11,123 11,123
5 5 89 94
130 130
(32) (32) (134) (750) (916)
(39,501) (39,501)
19,451 19,451 82,082 260,118 977) 360,674
5,101 5,101
24 24 (24) -
983 983
(34) (34) (146) (829) (1,009)
(187) (187)
(584) (584)
19,441 19,441 82,708 263,806 (977) 364,978
10,565 10,565
6 6 91 97
421 421
14) (14) (61) (328) (403)
© 9)
(583) (583)
19433 $ 19433 $ 83,150 $ 273,460 $ 977) $ 375,066




INSTEEL INDUSTRIES INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(1) Basis of Presentation

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with generally accepted accounting
principles in the U.S. (“GAAP”) on a basis consistent with that used in the Annual Report on Form 10-K for the year ended September 30, 2023 (“2023
Form 10-K”) filed by us with the Securities and Exchange Commission. These statements include all normal recurring adjustments necessary to present
fairly the consolidated balance sheets and the statements of operations and comprehensive income, cash flows and shareholders’ equity for the periods
indicated. The September 30, 2023 consolidated balance sheet was derived from audited consolidated financial statements but does not include all the
disclosures required by GAAP. These statements should be read in conjunction with the audited consolidated financial statements and notes thereto
included in our 2023 Form 10-K. The results of operations for the periods indicated are not necessarily indicative of the results that may be expected for
the full fiscal year or any future periods.

(2) Recent Accounting Pronouncements

In November 2023, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2023-07, “Segment
Reporting (Topic 280): Improvements to Reportable Segment Disclosures”. ASU No. 2023-07 requires disclosures to include significant segment
expenses that are regularly provided to the chief operating decision maker (“CODM”"), a description of other segment items by reportable segment and
any additional measures of a segment's profit or loss used by the CODM when deciding how to allocate resources. The ASU requires all annual
disclosures currently required by Topic 280 to be included in interim periods and is applicable to entities with a single reportable segment. ASU No. 2023-
07 will be effective for us in fiscal 2025 for annual reporting and in the first quarter of fiscal 2026 for interim reporting. Retrospective application is required
for all prior periods presented in the financial statements. We are currently evaluating the impact of the ASU on our disclosures within the consolidated
financial statements.

In December 2023, the FASB issued ASU No. 2023-09, “Income Taxes (Topic 740): Improvements to Income Tax Disclosures”. ASU No. 2023-
09 requires disaggregated information about a reporting entity’s effective tax rate reconciliation as well as information on income tax paid. ASU No. 2023-
09 will become effective for us in fiscal 2026. We are currently evaluating the impact of the ASU on our income tax disclosures within the consolidated
financial statements.

(3) Revenue Recognition

We recognize revenues when performance obligations under the terms of a contract with our customers are satisfied, which generally occurs
when products are shipped and control is transferred. We enter into contracts that pertain to products, which are accounted for as separate performance
obligations and typically one year or less in duration. We do not exercise significant judgment in determining the timing for the satisfaction of performance
obligations or the transaction price. Revenue is measured as the amount of consideration expected to be received in exchange for our products. We
present revenue net of amounts collected from customers for sales tax.

Variable consideration that may affect the total transaction price, including contractual discounts, rebates, returns and credits, are included in net
sales. Estimates for variable consideration are based on historical experience, anticipated performance and management's judgment and are updated as
of each reporting date. Shipping and related expenses associated with outbound freight are accounted for as fulfillment costs and included in cost of
sales. We do not have significant financing components. Contract costs are not significant and are recognized as incurred.

Our net sales by product line are as follows:

Three Months Ended Nine Months Ended
June 29, July 1, June 29, July 1,
(In thousands) 2024 2023 2024 2023
Welded wire reinforcement $ 84,486 $ 96,698 $ 223,038 $ 284,044
Prestressed concrete strand 61,289 69,016 171,856 207,620
Total $ 145,775 $ 165,714 $ 394,894 $ 491,664




Contract assets primarily relate to our rights to consideration for products that are delivered but not billed as of the reporting date and are
reclassified to receivables when the customer is invoiced. Contract liabilities primarily relate to performance obligations that are to be satisfied in the
future and arise when we collect from the customer in advance of shipments. Contract assets and liabilities were not material as of June 29, 2024, and
September 30, 2023.

Accounts receivable includes amounts billed and currently due from customers stated at their net estimated realizable value. Customer payment
terms are generally 30 days. We maintain an allowance for credit losses to provide for the estimated receivables that will not be collected, which is based

upon our assessment of customer creditworthiness, historical payment experience and the age of outstanding receivables. Past-due trade receivable
balances are written off when our collection efforts have been unsuccessful.

(4) Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The authoritative guidance for fair value measurements establishes a three-level fair value hierarchy that
encourages an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The three levels
of inputs used to measure fair value are as follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and liabilities in active markets.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities,
including certain pricing models, discounted cash flow methodologies and similar techniques that use significant unobservable inputs.

As of June 29, 2024, and September 30, 2023, we held financial assets that are required to be measured at fair value on a recurring basis, which
are summarized below:

Quoted Prices

in Active Observable
Markets Inputs
(In thousands) Total (Level 1) (Level 2)
As of June 29, 2024:
Current assets:
Cash equivalents $ 98,218 $ 98,218 $ -
Other assets:
Cash surrender value of life insurance policies 12,032 - 12,032
Total $ 110,250 $ 98,218 $ 12,032
As of September 30, 2023:
Current assets:
Cash equivalents $ 125,805 $ 125,805 $ -
Other assets:
Cash surrender value of life insurance policies 10,586 - 10,586
Total $ 136,391 $ 125,805 $ 10,586

Cash equivalents, which include all highly liquid investments with original maturities of three months or less, are classified as Level 1 of the fair
value hierarchy. The carrying amount of our cash equivalents, which consist of investments in money market funds, approximates fair value due to their
short maturities. Cash surrender value of life insurance policies are classified as Level 2. The fair value of the life insurance policies was determined by
the underwriting insurance company’s valuation models and represents the guaranteed value we would receive upon surrender of these policies as of the
reporting date.




As of June 29, 2024, and September 30, 2023, we had no nonfinancial assets that were required to be measured at fair value on a nonrecurring
basis. The carrying amounts of accounts receivable, accounts payable and accrued expenses approximate fair value due to the short-term maturities of
these financial instruments.

(5) Intangible Assets

The primary components of our intangible assets and the related accumulated amortization are as follows:

Weighted-
Average
Useful Life Accumulated Net Book
(In thousands) (Years) Gross Amortization Value
As of June 29, 2024:
Customer relationships 17.1 $ 9,870 $ (5,265) $ 4,605
Developed technology and know-how 20.0 1,800 (885) 915
Non-competition agreements 5.0 60 (52) 8
$ 11,730 $ (6,202) $ 5,528
As of September 30, 2023:
Customer relationships 17.1 $ 9,870 $ 4,779) $ 5,091
Developed technology and know-how 20.0 1,800 (818) 982
Non-competition agreements 5.0 400 (383) 17
$ 12,070 $ (5,980) $ 6,090

Amortization expense for intangibles was $188,000 and $187,000 for the three-month periods ended June 29, 2024, and July 1, 2023,
respectively, and $562,000 and $569,000 for the nine-month periods ended June 29, 2024, and July 1, 2023, respectively. Amortization expense for the
next five years is $188,000 in 2024, $743,000 in 2025, $752,000 in 2026, $480,000 in 2027, $453,000 in 2028 and $2.9 million thereafter.

(6) Stock-Based Compensation

Under our equity incentive plan, employees and directors may be granted stock options, restricted stock, restricted stock units and performance
awards. Effective February 11, 2020, our shareholders approved an amendment to the 2015 Equity Incentive Plan of Insteel Industries Inc. (the “2015
Plan™), which authorizes up to an additional 750,000 shares of our common stock for future grants under the plan and expires on February 17, 2025. As
of June 29, 2024, there were 362,000 shares of our common stock available for future grants under the 2015 Plan, which is our only active equity
incentive plan.

Stock option awards. Under our equity incentive plan, employees and directors may be granted options to purchase shares of common stock at
the fair market value on the date of the grant. Options granted under these plans generally vest over three years and expire ten years from the date of the
grant. Compensation expense associated with stock options was $204,000 and $160,000 for the three-month periods ended June 29, 2024, and July 1,
2023, respectively, and $797,000 and $635,000 for the nine-month periods ended June 29, 2024, and July 1, 2023, respectively. As of June 29, 2024,
there was $555,000 of unrecognized compensation cost related to unvested options which is expected to be recognized over a weighted average period
of 2.08 years.




The following table summarizes stock option activity:

Contractual Aggregate
Term -
Options Weighted Weighted Intrinsic
Outstanding Average Average Value
(in thousands) Exercise Price (in years) (in thousands)
Outstanding at September 30, 2023 411 $ 30.68
Granted 46 34.75
Forfeited 8) 41.86
Exercised (38) 30.79 $ 194
Outstanding at June 29, 2024 4 30.91 6.88 1,102
Vested and anticipated to vest in the future at June 29, 2024 405 30.87 6.85 1,101
Exercisable at June 29, 2024 246 29.41 5.57 1,083

Stock option exercises include “net exercises” for which the optionee received shares of common stock equal to the intrinsic value of the options
(fair market value of common stock on the date of exercise less exercise price) reduced by any applicable withholding taxes.

Restricted stock units. Restricted stock units (“RSUs”) granted under our equity incentive plan are valued based upon the fair market value on
the date of the grant and provide for a dividend equivalent payment which is included in compensation expense. The vesting period for RSUs is generally
one year from the date of the grant for RSUs granted to directors and three years from the date of the grant for RSUs granted to employees. RSUs do
not have voting rights. Compensation expense associated with RSUs was $304,000 and $261,000 for the three-month periods ended June 29, 2024,
and July 1, 2023, respectively, and $1.1 million and $899,000 for the nine-month periods ended June 29, 2024, and July 1, 2023, respectively.

As of June 29, 2024, there was $ 1.1 million of unrecognized compensation cost related to unvested RSUs which is expected to be recognized
over a weighted average period of 1.56 years.

The following table summarizes RSU activity:

Weighted
Restricted Average

Stock Units Grant Date

(Unit amounts in thousands) Outstanding Fair Value
Balance, September 30, 2023 105 $ 35.07
Granted 30 34.75
Vested (28) 29.87
Balance, June 29, 2024 107 34.01

(7) Income Taxes

Effective income tax rate. Our effective income tax rate was 23.9% for the nine-month period ended June 29, 2024, compared with 22.3% for
the nine-month period ended July 1, 2023. The effective income tax rates for both periods were based upon the estimated rate applicable for the entire
fiscal year adjusted to reflect any significant or discrete items related specifically to interim periods.

Deferred income taxes. As of June 29, 2024, and September 30, 2023, we recorded a deferred tax liability (net of valuation allowance) of $ 11.2
million and $7.5 million, respectively, in other liabilities on our consolidated balance sheets. We have $ 310,000 of state net operating loss carryforwards
(“NOLs") that expire between 2031 and 2038.

The realization of our deferred tax assets is entirely dependent upon our ability to generate future taxable income in applicable jurisdictions.
GAAP requires that we periodically assess the need to establish a reserve against our deferred tax assets to the extent we no longer believe it is more
likely than not that they will be fully realized. As of June 29, 2024, and September 30, 2023, we recorded a valuation allowance of $149,000 and $3,000,
respectively, pertaining to various deferred tax assets that were not expected to be utilized. The valuation allowance is subject to periodic review and
adjustment based on changes in facts and circumstances.
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Uncertainty in income taxes. We establish contingency reserves for material, known tax exposures based on our assessment of the estimated
liability that would be incurred in connection with the settlement of such matters. As of June 29, 2024, we had no material, known tax exposures that
required the establishment of contingency reserves for uncertain tax positions.

We file U.S. federal, state and local income tax returns in various jurisdictions. Federal and various state tax returns filed after 2018 remain
subject to examination.

(8) Employee Benefit Plans

Supplemental retirement benefit plan. We have Supplemental Retirement Benefit Agreements (each, a “SRBA”) with certain of our employees
(each, a “Participant”). Under the SRBASs, if the Participant remains in continuous service with us for a period of at least 30 years, we will pay the
Participant a supplemental retirement benefit for the 15-year period following the Participant’s retirement equal to 50% of the Participant’'s highest
average annual base salary for five consecutive years in the 10-year period preceding the Participant’s retirement. If the Participant retires prior to the
later of age 65 or the completion of 30 years of continuous service with us but has completed at least 10 years of continuous service, the amount of the
Participant’s supplemental retirement benefit will be reduced by 1/360th for each month short of 30 years that the Participant was employed by us.

Net periodic pension cost for the SRBAs consists of the following components included in selling, general and administrative expense:

Three Months Ended Nine Months Ended
June 29, July 1, June 29, July 1,
(In thousands) 2024 2023 2024 2023
Interest cost $ 147  $ 130 $ 42  $ 390
Service cost 63 83 189 249
Recognized net actuarial loss = 3 - 9
Net periodic pension cost $ 210 % 216 % 631 $ 648

(9) Long-Term Debt

Revolving Credit Facility. We have a $100.0 million revolving credit facility (the “Credit Facility”) that is used to supplement our operating cash
flow and fund our working capital, capital expenditure, general corporate and growth requirements. In March 2023, we amended our credit agreement to
extend the maturity date of the Credit Facility from May 15, 2024, to March 15, 2028, and replaced the London Inter-Bank Offered Rate with the Secured
Overnight Financing Rate (“SOFR”). The Credit Facility provides for an accordion feature whereby its size may be increased by up to $50.0 million,
subject to our lender’s approval. Advances under the Credit Facility are limited to the lesser of the revolving loan commitment amount (currently $100.0
million) or a borrowing base amount that is calculated based upon a percentage of eligible receivables and inventories. As of June 29,
2024, no borrowings were outstanding on the Credit Facility, $ 98.5 million of borrowing capacity was available and outstanding letters of credit totaled
$1.5 million.

Interest rates on the Credit Facility are based upon (1) an index rate that is established at the highest of the prime rate, 0.50% plus the federal
funds rate or the SOFR rate plus 1.00% or (2) at our election, a SOFR rate including a credit adjustment of 0.10% plus, in either case, an applicable
interest rate margin. The applicable interest rate margins are adjusted on a quarterly basis based upon the amount of excess availability on the Credit
Facility within the range of 0.25% to 0.50% for index rate loans and 1.25% to 1.50% for SOFR-based loans. In addition, the applicable interest rate
margins would be increased by 2.00% upon the occurrence of certain events of default provided for under the terms of the Credit Facility. Based on our
excess availability as of June 29, 2024, the applicable interest rate margins on the Credit Facility were 0.25% for index rate loans and 1.25% for SOFR-
based loans.
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Our ability to borrow available amounts under the Credit Facility will be restricted or eliminated in the event of certain covenant breaches, events
of default or if we are unable to make certain representations and warranties provided for under the terms of the Credit Facility. We are required to
maintain a fixed charge coverage ratio of not less than 1.0 at the end of each fiscal quarter for the twelve-month period then ended when the amount of
liquidity on the Credit Facility is less than $10.0 million. In addition, the terms of the Credit Facility restrict our ability to, among other things: engage in
certain business combinations or divestitures; make investments in or loans to third parties, unless certain conditions are met with respect to such
investments or loans; pay cash dividends or repurchase shares of our stock subject to certain minimum borrowing availability requirements; incur or
assume indebtedness; issue securities; enter into certain transactions with our affiliates; or permit liens to encumber our property and assets. The terms
of the Credit Facility also provide that an event of default will occur upon the occurrence of, among other things: defaults or breaches under the loan
documents, subject in certain cases to cure periods; defaults or breaches by us or any of our subsidiaries under any agreement resulting in the
acceleration of amounts above certain thresholds or payment defaults above certain thresholds; certain events of bankruptcy or insolvency; certain
entries of judgment against us or any of our subsidiaries, which are not covered by insurance; or a change of control. As of June 29, 2024, we were in
compliance with all of the financial and negative covenants under the Credit Facility, and there have not been any events of default.

Amortization of capitalized financing costs associated with the Credit Facility was $ 12,000 and $13,000 for the three-month periods ended June
29, 2024, and July 1, 2023, respectively, and $38,000 and $45,000 for the nine-month periods ended June 29, 2024, and July 1, 2023, respectively.
(10) Earnings Per Share

The computation of basic and diluted earnings per share attributable to common shareholders is as follows:

Three Months Ended Nine Months Ended
June 29, July 1, June 29, July 1,
(In thousands, except per share amounts) 2024 2023 2024 2023
Net earnings $ 6,565 $ 10,565 $ 14,636 $ 26,789
Basic weighted average shares outstanding 19,500 19,488 19,502 19,506
Dilutive effect of stock-based compensation 68 60 77 59
Diluted weighted average shares outstanding 19,568 19,548 19,579 19,565
Net earnings per share:
Basic $ 034 $ 054 $ 075 $ 1.37
Diluted $ 0.34 $ 054 $ 0.75 $ 1.37

Options and RSUs that were antidilutive and not included in the dilutive earnings per share calculation amounted to 40,000 and 65,000 shares
for the three-month periods ended June 29, 2024, and July 1, 2023, respectively, and 34,000 and 76,000 shares for the nine-month periods ended June
29, 2024, and July 1, 2023, respectively.

(11) Share Repurchases

On November 18, 2008, our Board of Directors approved a share repurchase authorization to buy back up to $ 25.0 million of our outstanding
common stock (the “Authorization”). Under the Authorization, repurchases may be made from time to time in the open market or in privately negotiated
transactions subject to market conditions, applicable legal requirements and other factors. We are not obligated to acquire any common stock, and the
program may be commenced or suspended at any time at our discretion without prior notice. The Authorization continues in effect until terminated by the
Board of Directors. The Company repurchased $994,000 or 30,164 shares and $403,000 or 14,239 shares of its common stock during the three-month
periods ended June 29, 2024, and July 1, 2023, respectively, and $1.8 million or 58,099 shares and $2.3 million or 80,352 shares of its common stock
during the nine-month periods ended June 29, 2024, and July 1, 2023, respectively. As of June 29, 2024, there was $19.4 million remaining available for
future share repurchases under this Authorization.
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(12) Other Financial Data

Balance sheet information:

June 29, September 30,
(In thousands) 2024 2023
Accounts receivable, net:
Accounts receivable $ 61,720 $ 63,735
Less allowance for credit losses (486) (311)
Total $ 61,234 $ 63,424
Inventories:
Raw materials $ 41,203 $ 39,341
Work in process 5,968 5,852
Finished goods 42,208 58,113
Total $ 89,379 $ 103,306
Other current assets:
Prepaid insurance $ 3,915 $ 4,043
Income tax receivable 2,129 -
Other 2,722 2,410
Total $ 8,766 $ 6,453
Other assets:
Cash surrender value of life insurance policies $ 12,032 $ 10,586
Right-of-use asset 2,001 1,939
Capitalized financing costs, net 137 175
Other 159 111
Total $ 14,329 $ 12,811
Property, plant and equipment, net:
Land and land improvements $ 15,318 $ 15,107
Buildings 59,358 56,653
Machinery and equipment 226,423 198,528
Construction in progress 4,497 18,019
305,596 288,307
Less accumulated depreciation (177,707) (168,293)
Total $ 127,889 $ 120,014
Accrued expenses:
Salaries, wages and related expenses $ 3589 $ 5,082
Customer rebates 1,601 2,132
Sales allowance reserves 1,403 745
Property taxes 1,371 1,912
Operating lease liability 968 999
State sales and use taxes 342 268
Income taxes - 187
Other 614 484
Total $ 9,888 $ 11,809
Other liabilities:
Deferred compensation $ 11,685 $ 11,374
Deferred income taxes 11,181 7,543
Operating lease liability 1,019 936
Total $ 23,885 $ 19,853
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(13) Business Segment Information

Our operations are entirely focused on the manufacture and marketing of steel wire reinforcing products for concrete construction applications.
Our concrete reinforcing products consist of two product lines: prestressed concrete strand and welded wire reinforcement. Based on the criteria specified
in Accounting Standards Codification Topic 280, Segment Reporting, we have one reportable segment.

(14) Contingencies

We are involved in lawsuits, claims, investigations and proceedings, including commercial, environmental and employment matters, which arise
in the ordinary course of business. We do not expect the ultimate outcome or cost to resolve these matters will have a material adverse effect on our
financial position, results of operations or cash flows.

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

Cautionary Note Regarding Forward-Looking Statements

This report contains forward-looking statements within the meaning of the safe harbor provisions of the Private Securities Litigation Reform Act of
1995, particularly under the caption “Outlook” below. When used in this report, the words “believes,” “anticipates,” “expects,” “estimates,” “appears,”
“plans,” “i continue,” “outlook,” “may,” “should,” “could” and similar expressions are intended to identify forward-looking statements. Although we

"« "o "o " o« "o

intends,
believe that our plans, intentions and expectations reflected in or suggested by such forward-looking statements are reasonable, they are subject to
numerous risks and uncertainties and involve certain assumptions. Actual results may differ materially from those expressed in forward-looking
statements, and we can provide no assurances that such plans, intentions or expectations will be implemented or achieved. Many of these risks and
uncertainties are discussed in detail and, where appropriate, updated in our filings with the U.S. Securities and Exchange Commission (“SEC”), in
particular in our Annual Report on Form 10-K for the fiscal year ended September 30, 2023 (our “2023 Annual Report”). You should carefully review
these risks and uncertainties.

All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by these cautionary
statements. All forward-looking statements speak only to the respective dates on which such statements are made, and we do not undertake any
obligation to publicly release the results of any revisions to these forward-looking statements that may be made to reflect any future events or
circumstances after the date of such statements or to reflect the occurrence of anticipated or unanticipated events, except as may be required by law.

It is not possible to anticipate and list all risks and uncertainties that may affect our business, future operations or financial performance; however,
they include, but are not limited to, the following:

e general economic and competitive conditions in the markets in which we operate;

e changes in the spending levels for nonresidential and residential construction and the impact on demand for our products;

e changes in the amount and duration of transportation funding provided by federal, state and local governments and the impact on spending for
infrastructure construction and demand for our products;

e the cyclical nature of the steel and building material industries;

e credit market conditions and the relative availability of financing for us, our customers and the construction industry as a whole;

e the impact of rising interest rates on the cost of financing for our customers;

e fluctuations in the cost and availability of our primary raw material, hot-rolled carbon steel wire rod, from domestic and foreign suppliers;
e competitive pricing pressures and our ability to raise selling prices in order to recover increases in raw material or operating costs;

e changes in U.S. or foreign trade policy affecting imports or exports of steel wire rod or our products;
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e unanticipated changes in customer demand, order patterns and inventory levels;

e the impact of fluctuations in demand and capacity utilization levels on our unit manufacturing costs;

e our ability to further develop the market for engineered structural mesh (“ESM”) and expand our shipments of ESM;
e legal, environmental, economic or regulatory developments that significantly impact our business or operating costs;
e unanticipated plant outages, equipment failures or labor difficulties; and

e the “Risk Factors” discussed in our 2023 Annual Report and in other filings made by us with the SEC.

Overview

Insteel Industries Inc. (“we,” “us,” “our,” “the Company” or “Insteel”) is the nation’s largest manufacturer of steel wire reinforcing products for
concrete construction applications. We manufacture and market prestressed concrete strand (“PC strand”) and welded wire reinforcement, including
ESM, concrete pipe reinforcement and standard welded wire reinforcement. Our products are sold primarily to manufacturers of concrete products that
are used in nonresidential construction. We market our products through sales representatives who are our employees. We sell our products nationwide
across the U.S. and, to a much lesser extent, into Canada, Mexico and Central and South America, delivering them primarily by truck, using common or
contract carriers. Our business strategy is focused on: (1) achieving leadership positions in our markets; (2) operating as the lowest cost producer in our
industry; and (3) pursuing growth opportunities within our core businesses that further our penetration of the markets we currently serve or expand our
footprint.

Results of Operations

Statements of Operations — Selected Data
(Dollars in thousands)

Three Months Ended Nine Months Ended
June 29, July 1, June 29, July 1,
2024 Change 2023 2024 Change 2023
Net sales $ 145,775 (12.0%) $ 165,714 $ 394,894 (19.7%) $ 491,664
Gross profit 15,388 (24.4%) 20,367 37,373 (27.3%) 51,415
Percentage of net sales 10.6% 12.3% 9.5% 10.5%
Selling, general and administrative
expense $ 7,879 (0.6%) $ 7,924 3% 22,121 (1.9%) $ 22,556
Percentage of net sales 5.4% 4.8% 5.6% 4.6%
Other expense (income), net $ 15 NM  $ 24) $ 2 NM $ (3,423)
Interest income (1,245) 13.5% (2,097) (4,051) 77.4% (2,284)
Effective income tax rate 24.7% 22.0% 23.9% 22.3%
Net earnings $ 6,565 (37.9%) $ 10,565 $ 14,636 (45.4%) $ 26,789

"N/M" = not meaningful
Third Quarter of Fiscal 2024 Compared to Third Quarter of Fiscal 2023
Net Sales

Net sales for the third quarter of 2024 decreased 12.0% to $145.8 million from $165.7 million in the prior year quarter, reflecting a 16.3%
decrease in average selling prices partially offset by a 5.1% increase in shipments. The decrease in average selling prices was driven by competitive
pricing pressures, the impact of low-priced PC strand imports and the decline in raw material costs. The current quarter's shipments benefited from

increased construction activity compared to the prior year but were negatively impacted by unfavorable weather conditions.
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Gross Profit

Gross profit for the third quarter of 2024 decreased 24.4% to $15.4 million, or 10.6% of net sales, from $20.4 million, or 12.3% of net sales, in the
prior year quarter due to lower spreads between average selling prices and raw material costs ($6.0 million) partially offset by an increase in shipments
($1.0 million). The decrease in spreads was driven by lower average selling prices ($28.6 million) partially offset by lower raw material costs ($22.5
million) and freight expense ($71,000).

Selling, General and Administrative Expense

Selling, general and administrative expense (“SG&A expense”) for the third quarter of 2024 remained relatively flat at $7.9 million, or 5.4% of net
sales, compared to 4.8% of net sales in the prior year quarter as decreases in compensation expense ($512,000) were partially offset by higher
depreciation ($187,000) together with the relative year-over-year changes in the cash surrender value of life insurance policies ($151,000). The decrease
in compensation expense was primarily driven by lower incentive plan expense due to a decline in financial results. The increase in depreciation expense
was attributed to higher capital expenditures during the current year. The cash surrender value of life insurance policies decreased $29,000 in the current
year quarter compared with an increase of $122,000 in the prior year quarter due to the corresponding changes in the value of the underlying
investments.

Interest Income
Interest income increased $148,000 from the prior year quarter due to an increase in cash and higher average interest rates.
Income Taxes

Our effective tax rate for the third quarter of 2024 increased to 24.7% from 22.0% for the prior year quarter, primarily due to changes in state
income taxes treated as discrete in the current period.

Net Earnings

Net earnings for the third quarter of 2024 decreased to $6.6 million ($0.34 per share) from $10.6 million ($0.54 per share) in the prior year quarter
primarily due to the decrease in gross profit partially offset by the increase in interest income.

First Nine Months of Fiscal 2024 Compared to First Nine Months of Fiscal 2023
Net Sales

Net sales for the first nine months of 2024 decreased 19.7% to $394.9 million from $491.7 million in the same year-ago period, reflecting a 20.4%
decrease in average selling prices partially offset by a 1.0% increase in shipments. The decrease in average selling prices was driven by competitive
pricing pressures, the impact of low-priced PC strand imports and the decline in raw material costs. Shipments benefited from increased construction
activity compared to the prior year partially offset by ongoing competitive pressure, weakness in the commercial construction markets and adverse
weather conditions.

Gross Profit

Gross profit for the first nine months of 2024 decreased 27.3% to $37.4 million, or 9.5% of net sales, from $51.4 million, or 10.5% of net sales, in
the same year-ago period. The year-over-year decrease was primarily due to lower spreads between average selling prices and raw material costs
($13.7 million) along with higher manufacturing costs ($670,000) partially offset by an increase in shipments ($329,000). The decrease in spreads was
driven by lower average selling prices ($100.5 million) partially offset by lower raw material costs ($86.5 million) and freight expense ($266,000).

Selling, General and Administrative Expense

SG&A expense for the first nine months of 2024 decreased 1.9% to $22.1 million, or 5.6% of net sales, from $22.6 million, or 4.6% of net sales,
in the same year-ago period primarily due to lower compensation expense ($1.5 million) partially offset by higher depreciation ($369,000), bad debt
($256,000) and legal ($242,000) expense. The decrease in compensation expense was largely driven by lower incentive plan expense due to a decline in
financial results in the current year period. The increase in depreciation expense was attributed to higher capital expenditures during the current year.
The higher bad debt expense resulted from adjustments to customer credit reserves.
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Other Income, net

Other income for the first nine months of 2024 decreased $3.4 million from the prior year period. Other income of $3.4 million for the first nine
months of 2023 was primarily related to a net gain from the sale of property, plant and equipment ($3.3 million).

Interest Income
Interest income increased $1.8 million due to an increase in cash and higher average interest rates.
Income Taxes

Our effective tax rate for the first nine months of 2024 increased to 23.9% from 22.3% for the same year-ago period primarily due to changes in
book versus tax differences.

Net Earnings

Net earnings for the first nine months of 2024 decreased to $14.6 million ($0.75 per share) from $26.8 million ($1.37 per share) in the same year-
ago period primarily due to the decrease in gross profit and other income partially offset by lower SG&A expense and higher interest income.

Liquidity and Capital Resources

Selected Financial Data
(Dollars in thousands)

Nine Months Ended

June 29, July 1,
2024 2023

Net cash provided by operating activities $ 41978 $ 103,326
Net cash used for investing activities (17,874) (16,724)
Net cash used for financing activities (52,029) (43,178)
Net working capital 212,409 246,576
Total debt - -

Percentage of total capital - -
Shareholders' equity $ 346,015 $ 375,066

Percentage of total capital 100.0% 100.0%
Total capital (total debt + shareholders' equity) $ 346,015 $ 375,066

Operating Activities

Operating activities provided $42.0 million of cash during the first nine months of 2024 primarily from net earnings adjusted for non-cash items
together with a net decrease in working capital. Working capital provided $13.6 million of cash due to a $13.9 million decrease in inventories and a $2.2
million reduction in accounts receivable partially offset by a $2.5 million decrease in accounts payable and accrued expenses. The decrease in
inventories was primarily due to lower average unit costs. The decrease in accounts receivable was largely driven by lower average selling prices. The
decrease in accounts payable and accrued expenses was largely due to a reduction in accrued salaries, wages and related expenses.

Operating activities provided $103.3 million of cash during the first nine months of 2023 primarily from net earnings adjusted for non-cash items
together with a net decrease in working capital. Working capital provided $67.1 million of cash due to a $64.5 million decrease in inventories and a $15.3
million reduction in accounts receivable partially offset by a $12.7 million decrease in accounts payable and accrued expenses. The decrease in
inventories was primarily due to lower raw material purchases along with lower average unit costs. The decrease in accounts receivable was largely
driven by lower average selling prices. The decrease in accounts payable and accrued expenses was largely due to the timing of payments related to raw
material purchases, lower unit costs and a reduction in accrued incentive plan expense.
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We may elect to adjust our operating activities as there are changes in our construction end-markets, which could materially impact our cash
requirements. While a downturn in the level of construction activity adversely affects sales to our customers, it generally reduces our working capital
requirements.

Investing Activities

Investing activities used $17.9 million of cash during the first nine months of 2024 compared to $16.7 million during the prior year period primarily
due to the decreased receipt of proceeds from the sale of property, plant and equipment ($9.9 million) partially offset by lower capital expenditures ($9.1
million). Capital expenditures decreased to $17.5 million from $26.6 million in the prior year period and are expected to total up to approximately $25.0
million for fiscal 2024. Capital expenditures for fiscal 2024 are to support costs and productivity initiatives, modernize our facilities and information
systems, advance the growth of our engineered structural mesh business and recurring maintenance requirements.

Our investing activities are largely discretionary, providing us with the ability to significantly curtail outlays when warranted based on business
conditions.

Financing Activities

Financing activities used $52.0 million of cash during the first nine months of 2024 compared to $43.2 million during the prior year period. During
the first nine months of 2024, $50.4 million of cash was used for dividend payments (including a special dividend of $48.6 million, or $2.50 per share, and
regular quarterly dividends totaling $1.8 million, or $0.09 per share) and $1.8 million for the repurchase of common stock. During the first nine months of
2023, $40.7 million of cash was used for dividend payments (including a special dividend of $38.9 million, or $2.00 per share, and regular quarterly
dividends totaling $1.8 million, or $0.09 per share) and $2.3 million for the repurchase of common stock.

Cash Management

Our cash is principally concentrated at one major financial institution, which at times exceeds federally insured limits. We invest excess cash
primarily in money market funds, which are highly liquid securities that bear minimal risk.

Credit Facility

We have a $100.0 million revolving credit facility (the “Credit Facility”) that is used to supplement our operating cash flow and fund our working
capital, capital expenditure, general corporate and growth requirements. In March 2023, we amended our credit agreement to extend the maturity date of
the Credit Facility from May 15, 2024, to March 15, 2028, and replaced the London Inter-Bank Offered Rate with the Secured Overnight Financing Rate.
The Credit Facility provides for an accordion feature whereby its size may be increased by up to $50.0 million, subject to our lender’s approval. Advances
under the Credit Facility are limited to the lesser of the revolving loan commitment amount (currently $100.0 million) or a borrowing base amount that is
calculated based upon a percentage of eligible receivables and inventories. As of June 29, 2024, no borrowings were outstanding on the Credit Facility,
$98.5 million of borrowing capacity was available and outstanding letters of credit totaled $1.5 million (see Note 9 to the consolidated financial
statements).

We believe that, in the absence of significant unanticipated funding requirements, cash and cash equivalents, net cash generated by operating
activities and the borrowing availability provided under the Credit Facility will be sufficient to satisfy our expected requirements for working capital, capital
expenditures, dividends and share repurchases, if any. We expect to have access to the amounts available under the Credit Facility as required.
However, should we experience future reductions in our operating cash flows due to weakening conditions in our construction end-markets and reduced
demand from our customers, we may need to curtail capital and operating expenditures, cease dividend payments, delay or restrict share repurchases
and/or realign our working capital requirements.

Should we determine, at any time, that we require additional short-term liquidity, we would evaluate the alternative sources of financing that
would be potentially available to provide such funding. There can be no assurance that any such financing, if pursued, would be obtained, or if obtained,
would be adequate or on terms acceptable to us. However, we believe that our strong balance sheet and borrowing capacity available to us under our
Credit Facility position us to meet our anticipated liquidity requirements for the foreseeable future, including the next 12 months.
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Seasonality and Cyclicality

Demand in our markets is both seasonal and cyclical, driven by the level of construction activity, but can also be impacted by fluctuations in the
inventory positions of our customers. From a seasonal standpoint, shipments typically reach their highest level of the year when weather conditions are
the most conducive to construction activity. As a result, assuming normal seasonal weather patterns, shipments and profitability are usually higher in the
third and fourth quarters of the fiscal year and lower in the first and second quarters. From a cyclical standpoint, construction activity and demand for our
products is generally correlated with general economic conditions, although there can be significant differences between the relative strength of
nonresidential and residential construction for extended periods.

Impact of Inflation

We are subject to inflationary risks arising from fluctuations in the market prices for our primary raw material, hot-rolled carbon steel wire rod,
and, to a much lesser extent, labor rates, freight, energy and other consumables that are used in our manufacturing processes. We have generally been
able to adjust our selling prices to pass through increases in these costs or offset them through various cost reduction and productivity improvement
initiatives. However, our ability to raise our selling prices depends on market conditions and competitive dynamics, and there may be periods during which
we are unable to fully recover increases in our costs. Inflation did not have a material impact on our sales or earnings during the third fiscal quarter of
2024. The timing and magnitude of any future increases in our raw material costs and the selling prices for our products are uncertain at this time.

Contractual Obligations

There have been no material changes in our contractual obligations and commitments as disclosed in our 2023 Annual Report other than those
which occur in the ordinary course of business.

Critical Accounting Estimates

Our Management'’s Discussion and Analysis of Financial Condition and Results of Operations is based on our unaudited financial statements,
which have been prepared in accordance with accounting principles generally accepted in the U.S. for interim financial information. The preparation of our
financial statements requires the application of these accounting principles in addition to certain estimates and judgments based on current available
information, actuarial estimates, historical results and other assumptions believed to be reasonable. These estimates, assumptions and judgments are
affected by our application of accounting policies, which are discussed in our 2023 Annual Report. Estimates are used for, but not limited to, determining
the net carrying value of trade accounts receivable, inventories, recording self-insurance liabilities and other accrued liabilities. Actual results could differ
from these estimates. Please refer to “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting
Estimates” included in our 2023 Annual Report for further information regarding our critical accounting policies and estimates. As of June 29, 2024, none
of our accounting estimates were deemed to be critical for the accounting periods presented, which is consistent with our assessment of critical
accounting estimates disclosed in our 2023 Annual Report.

Recent Accounting Pronouncements

Refer to Note 2 of the Notes to Consolidated Financial Statements in Item 1 of this Quarterly Report for recently issued accounting
pronouncements including the expected dates of adoption and estimated effects, if any, on our consolidated financial statements.

Outlook

As we look ahead to the remainder of fiscal 2024, we expect that selling prices and spreads will continue to remain under pressure from
competitive pricing and low-priced PC strand imports. However, we anticipate improving market conditions driven by increased construction activity and
growing customer demand. Looking forward to fiscal 2025, we believe the combination of declining inflation and the potential for lower interest rates will
help drive demand in both our commercial and residential markets. Additionally, the outlook for infrastructure construction appears positive, with federal
spending from the Infrastructure Investment and Jobs Act expected to boost demand as we progress through the fourth quarter and into fiscal 2025.
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We will continue to focus on those factors that we can reasonably control, including closely managing expenses; aligning our production
schedules with demand to minimize our cash operating costs; and pursuing further improvements in the productivity and effectiveness of all our
manufacturing, selling and administrative activities. We also expect gradually increasing contributions from the substantial investments we have made in
recent years and expect to continue to make in our facilities in the form of reduced operating costs, broadening our product line and additional capacity to
support future growth. Also, we will continue to pursue acquisitions opportunistically to expand our penetration of markets we currently serve or to expand
our footprint.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our cash flows and earnings are subject to fluctuations resulting from changes in commodity prices, interest rates and foreign exchange rates.
We manage our exposure to these market risks through internally established policies and procedures and, when appropriate, the use of derivative
financial instruments. We do not use financial instruments for trading purposes and are not a party to any leveraged derivatives. We monitor our
underlying market risk exposures on an ongoing basis and believe we can modify or adapt our hedging strategies as necessary.

Commodity Prices

We are subject to significant fluctuations in the cost and availability of our primary raw material, hot-rolled carbon steel wire rod, which we
purchase from both domestic and foreign suppliers. We negotiate quantities and pricing for both domestic and foreign wire rod purchases for varying
periods (most recently monthly for domestic suppliers), depending upon market conditions, to manage our exposure to price fluctuations and to ensure
adequate availability of material consistent with our requirements. We do not use derivative commaodity instruments to hedge our exposure to changes in
prices as such instruments are not currently available for wire rod. Our ability to acquire wire rod from foreign sources on favorable terms is impacted by
fluctuations in foreign currency exchange rates, foreign taxes, duties, tariffs, quotas and other trade actions. Although changes in our wire rod costs and
selling prices tend to be correlated, in weaker market environments, we may be unable to fully recover increased wire rod costs through higher selling
prices, which would reduce our earnings and cash flows. Additionally, when raw material costs decline, our financial results may be negatively impacted if
the selling prices for our products decrease to an even greater extent and if we are consuming higher cost material from inventory. Based on our
shipments and average wire rod cost reflected in cost of sales for the first nine months of 2024, a 10% increase in the price of wire rod would have
resulted in a $24.3 million decrease in our pre-tax earnings (assuming there was not a corresponding change in our selling prices).

Interest Rates

Although we did not have any balances outstanding on our Credit Facility as of June 29, 2024, future borrowings under the facility are subject to
a variable rate of interest and are sensitive to changes in interest rates.

Foreign Exchange Exposure

We have not typically hedged foreign currency exposures related to transactions denominated in currencies other than U.S. dollars, as such
transactions have not been material historically. We will occasionally hedge firm commitments for certain equipment purchases that are denominated in
foreign currencies. The decision to hedge any such transactions is made by us on a case-by-case basis. There were no forward contracts outstanding as
of June 29, 2024.

Item 4. Controls and Procedures

We have conducted an evaluation of the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of June 29, 2024. This evaluation was conducted under the
supervision and with the participation of management, including our principal executive officer and our principal financial officer. Based upon that
evaluation, our principal executive officer and our principal financial officer concluded that our disclosure controls and procedures were effective to ensure
that information required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the SEC’s rules and forms. Further, they concluded that our disclosure controls and procedures were effective to
ensure that information is accumulated and communicated to management, including our principal executive officer and our principal financial officer, as
appropriate to allow timely decisions regarding required disclosure.

There has been no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act)
that occurred during the quarter ended June 29, 2024, that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

We are involved in lawsuits, claims, investigations and proceedings, including commercial, environmental and employment matters, which arise
in the ordinary course of business. We do not anticipate that the ultimate costs to resolve these matters will have a material adverse effect on our
financial position, results of operations or cash flows.

Item 1A. Risk Factors

During the quarter ended June 29, 2024, there have been no material changes from the risk factors set forth under Part I, Item 1A. “Risk
Factors” in our 2023 Annual Report. You should carefully consider these factors in addition to the other information set forth in this report which could
materially affect our business, financial condition or future results. The risks and uncertainties described in this report and in our 2023 Annual Report, as
well as other reports and statements that we file with the SEC, are not the only risks and uncertainties facing us. Additional risks and uncertainties not
currently known to us or that we currently deem to be immaterial may also have a material adverse effect on our financial position, results of operations or
cash flows.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
The following table summarizes the repurchases of common stock during the quarter ended June 29, 2024.

Maximum Number (or
Approximate Dollar Value)

Total Number of of
Shares Purchased as Shares That May Yet Be
Total Number of Part of Publicly Purchased Under the Plan

Shares Average Price Announced Plan or or
(In thousands except share and per share amounts) Purchased Paid per Share Program Program
For the three months ended June 29, 2024
March 31, 2024 - May 4, 2024 10,387 $ 32.35 10,387 $ 20,047(1)
May 5, 2024 - June 1, 2024 19,777 33.30 19,777 19,389(1)
June 2, 2024 - June 29, 2024 - - - 19,389(1)

30,164 30,164

(1) Under the $25.0 million share repurchase authorization announced on November 18, 2008, which continues in effect until terminated by the
Board of Directors.

Additional information regarding our share repurchase authorization is discussed in Note 11 to our consolidated financial statements and
incorporated herein by reference.

Item 5. Other Information
Insider Adoption or Termination of Trading Arrangements

During the fiscal quarter ended June 29, 2024, none of our directors or officers adopted or terminated a “Rule 10b5-1 trading arrangement” or a
“non-Rule 10b5-1 trading arrangement,” as those terms are defined in Item 408 of Regulation S-K.
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Item 6. Exhibits

311

31.2

32.1

32.2

101

104

Certification of the Chief Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of the Chief Financial Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

The following financial information from the Quarterly Report on Form 10-Q of Insteel Industries Inc. for the quarter ended June 29, 2024,
formatted in iXBRL (Inline eXtensible Business Reporting Language): (i) the Consolidated Statements of Operations and Comprehensive
Income for the three and nine months ended June 29, 2024, and July 1, 2023, (ii) the Consolidated Balance Sheets as of June 29, 2024,
and September 30, 2023, (iii) the Consolidated Statements of Cash Flows for the nine months ended June 29, 2024, and July 1, 2023,
(iv) the Consolidated Statements of Shareholders’ Equity for the three and nine months ended June 29, 2024, and July 1, 2023, and
(v) the Notes to Consolidated Financial Statements.

The cover page from our Quarterly Report on Form 10-Q for the quarter ended June 29, 2024, formatted in iXBRL and contained in
Exhibit 101.

Our SEC file number reference for documents filed with the SEC pursuant to the Securities Exchange Act of 1934, as amended, is 1-
09929.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

INSTEEL INDUSTRIES INC.
Registrant

Date: July 18, 2024 By: /s/ Scot R. Jafroodi

Scot R. Jafroodi

Vice President, Chief Financial Officer and Treasurer
(Duly Authorized Officer and Principal Financial
Officer)
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Exhibit 31.1

CERTIFICATION

I, H.O. Woltz Ill, certify that:

1. | have reviewed this Quarterly Report on Form 10-Q for the quarter ended June 29, 2024 of Insteel Industries Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’'s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: July 18, 2024

[s/ H. O. Woltz Il
H. O. Woltz Il
President, Chief Executive Officer and Chairman of the Board



Exhibit 31.2

CERTIFICATION

I, Scot R. Jafroodi, certify that:

1. | have reviewed this Quarterly Report on Form 10-Q for the quarter ended June 29, 2024 of Insteel Industries Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’'s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: July 18, 2024

[s/ Scot R. Jafroodi
Scot R. Jafroodi
Vice President, Chief Financial Officer and Treasurer



Exhibit 32.1

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

In connection with the Quarterly Report on Form 10-Q of Insteel Industries Inc. (the “Company”) for the period ended June 29, 2024 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, H. O. Woltz Ill, President, Chief Executive Officer and Chairman of the
Board of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
/s/ H.O. Woltz IlI
H.O. Woltz Ill

President, Chief Executive Officer and Chairman of the Board
July 18, 2024



Exhibit 32.2

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

In connection with the Quarterly Report on Form 10-Q of Insteel Industries Inc. (the “Company”) for the period ended June 29, 2024 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Scot R. Jafroodi, Vice President, Chief Financial Officer and Treasurer of
the Company, certify, pursuant to 18 U.S.C. 8 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/sl Scot R. Jafroodi
Scot R. Jafroodi
Vice President, Chief Financial Officer and Treasurer
July 18, 2024




