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E-Z-EM, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

(in thousands)

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Debt and equity securities, at fair value
Accounts receivable, principally
trade, net
Inventories, net
Refundable income taxes
Other current assets

Total current assets

PROPERTY, PLANT AND EQUIPMENT - AT COST,
less accumulated depreciation and
amortization

INTANGIBLE ASSETS, less accumulated
amortization

DEBT AND EQUITY SECURITIES, at fair value
OTHER ASSETS

NONCURRENT ASSETS HELD FOR DISPOSAL

Total assets

March 4, May 28,
2006 2005
(unaudited) (audited)
$ 4,880 $ 10,183
26,807 18,419
22,538 17,677
27,462 22,822
2,363 1,444
5,581 4,705
89,631 75,250
12,972 13,256
4,309 4,867
1,381 746
10,192 7,936
3,593
$ 118,485 $ 105,648




Edgar Filing: EZ EM INC - Form 10-Q

The accompanying notes are an integral part of these statements.

E-Z-EM, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES
Notes payable
Current maturities of long-term debt
Accounts payable
Accrued liabilities
Accrued income taxes
Total current liabilities

LONG-TERM DEBT, less current maturities

OTHER NONCURRENT LIABILITIES

Total liabilities

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS EQUITY

March 4, May 28,
2006 2005
(unaudited) (audited)
170 $ 347
80 99
4,541 5,069
10,611 9,916
143 207
15,545 15,638
23 85
4,136 4,205
19,704 19,928
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LIABILITIES AND STOCKHOLDERS EQUITY

Preferred stock, par value $.10 per
share - authorized, 1,000,000 shares;
issued, none

Common stock, par value $.10 per share -
authorized, 16,000,000 shares; issued
and outstanding 10,857,140 shares at
March 4, 2006 and 10,827,772 shares
at May 28, 2005 (excluding 89,205 shares
held in treasury at March 4, 2006
and May 28, 2005)

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income

Total stockholders equity

Total liabilities and stockholders equity

The accompanying notes are an integral part of these statements.

4-

March 4, May 28,
2006 2005

1,086 1,083
29,642 28,478
62,917 54,497
5,136 1,662
98,781 85,720
118,485 $ 105,648

E-Z-EM, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF EARNINGS
(unaudited)

(in thousands, except per share data)
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Thirteen weeks ended

Forty Thirty-nine
weeks ended weeks ended
March 4, February 26, March 4, February 26,
2006 2005 2006 2005
Net sales $ 32,265 $ 30,833 $ 101,253 $ 81,067
Cost of goods sold 19,487 18,106 57,274 46,462
Gross profit 12,778 12,727 43,979 34,605
Operating expenses
Selling and administrative 10,094 8,923 31,909 26,192
Plant closings and operational
restructuring costs 218 649 353 2,074
Gain on sale of real property (1,205) (1,205)
Research and development 1,563 1,421 4,318 3,919
Total operating expenses 10,670 10,993 35,375 32,185
Operating profit 2,108 1,734 8,604 2,420
Other income (expense)
Interest income 230 83 543 230
Interest expense (102) (84) (343) (249)
Other, net 148 1,496 (178) 2,522
Earnings from continuing
operations before income taxes 2,384 3,229 8,626 4,923
Income tax provision (benefit) (1,958) 311 206 551
Earnings from continuing
operations 4,342 2,918 8,420 4,372
Earnings from discontinued
operation, net of income tax
provision 1,228
NET EARNINGS $ 4,342 $ 2,918 $ 8,420 $ 5,600
Basic earnings per common share
From continuing operations $ 0.40 $ 0.27 $ 0.78 $ 0.41
From discontinued operation,
net of income tax provision 0.11
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Thirteen weeks ended Forty Thirty-nine
weeks ended weeks ended
March February
$ 040 0.27 aveh 8178 i)
Net earnings $ $
Diluted earnings per common share
From continuing operations $ 0.39 0.27 $ 0.76 $ 0.40
From discontinued operation,
net of income tax provision 0.11
Net earnings $ 0.39 0.27 $ 0.76 $ 0.51
Weighted average common shares
Basic 10,855 10,772 10,846 10,751
Diluted 11,190 10,960 11,100 10,943

The accompanying notes are an integral part of these statements.

E-Z-EM, Inc. and Subsidiaries

CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY AND COMPREHENSIVE INCOME

Forty weeks ended March 4, 2006
(unaudited)

(in thousands, except share data)
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Common stock Accumulated
Additional other Compre-
paid-in Retained comprehensive hensive
Shares Amount capital earnings income Total income
Balance at May 28, 2005 10,827,772 $ 1,083 §$ 28478 $ 54497 $ 1,662 $ 85720
Exercise of stock options 21,368 2 132 134
Income tax benefits on
stock options exercised 863 863
Compensation related to
stock option plans, net
of income tax benefit 41 41
Issuance of stock 8,000 1 128 129
Net earnings 8,420 8,420 $ 8420
Unrealized holding gain on debt
and equity securities 400 400 400
Foreign currency translation
adjustments 3,074 3,074 3,074
Comprehensive income $ 11,894
Balance at March 4, 2006 10,857,140 $ 1,086 $29,642 $ 62917 $ 5,136 $ 98,781

The accompanying notes are an integral part of this statement.

E-Z-EM, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

(in thousands)



Cash flows from operating activities:
Net earnings

Earnings from discontinued operation, net of tax
Adjustments to reconcile net earnings to net
cash provided by (used in) operating activities

Depreciation and amortization
Impairment of long-lived assets
Gain on sale of assets

Gain on sale of investments
Provision for doubtful accounts

Tax benefit on exercise of stock options
Deferred income tax provision (benefit)

Stock option compensation cost
Other non-cash items
Changes in operating assets and
liabilities
Accounts receivable
Inventories
Other current assets
Other assets
Accounts payable
Accrued liabilities
Accrued income taxes
Other noncurrent liabilities

Net cash provided by operating activities

of discontinued operation

Net cash provided by (used in)
operating activities

Cash flows from investing activities:

Additions to property, plant and
equipment, net

Proceeds from sale of assets
Advanced royalty fee
Purchase of intangible assets
Proceeds from sale of investment at cost
Investment at cost

Available-for-sale securities
Purchases
Proceeds from sale

Net cash used in investing activities
of discontinued operation

Net cash used in investing activities

Edgar Filing: EZ EM INC - Form 10-Q

Forty Thirty-nine
weeks ended weeks ended
March 4, February 26,
2006 2005
$ 8,420 $ 5,600
(1,228)
2,732 2,262
257
(1,164)
(2,385)
45 69
863 1,217
(1,288) 81
65 406
126 98
(4,906) (4,623)
(4,640) (3,440)
(1,822) 913)
112 473)
(528) 2,397
95) 778
(64) 31
54 184
567
(1,833) 628
(1,314) (2,997)
4,774
(650)
(555)
575
(90)
(142,085) (23,545)
133,697 23,108
(11,140)
(5,578) (14,644)
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The accompanying notes are an integral part of these statements.

E-Z-EM, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
(unaudited)

(in thousands)

Cash flows from financing activities:

Repayments of debt

Proceeds from issuance of debt

Proceeds from repayment of debt by
discontinued operation

Dividends paid

Proceeds from exercise of stock options

Proceeds from issuance of stock in connection
with the stock purchase plan

Cash distributed with discontinued operation

Net cash provided by financing activities
of discontinued operation

Net cash provided by (used in) financing
activities

Effect of exchange rate changes on
cash and cash equivalents

Forty Thirty-nine
weeks ended weeks ended
March 4, February 26,
2006 2005
$ (230) $ (263)
93
3,000
(3,220)
134 225
3 10
(8,453)
18,958
93) 10,350
2,201 1,744

11
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DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents

Beginning of period

End of period

Supplemental disclosures of cash flow information:

Cash paid during the period for:
Interest

Income taxes (net of $2 in refunds in 2006)

The accompanying notes are an integral part of these statements.

Forty Thirty-nine
weeks ended weeks ended
March 4, February 26,
2006 2005
(5,303) (1,922)
10,183 12,334
$ 4,880 $ 10,412
$ 280 $ 83
$ 1,721 $ 2,013

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

12
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NOTE A NATURE OF BUSINESS AND BASIS OF PRESENTATION

Nature of Business

E-Z-EM, Inc. and its subsidiaries ( the Company or E-Z-EM ) is a leading provider of medical products used by radiologists, gastroenterologists
and speech language pathologists primarily in screening for and diagnosing diseases and disorders of the gastrointestinal (GI) tract. Products are
used for colorectal cancer screening, evaluation of swallowing disorders (dysphagia), and testing for other diseases and disorders of the GI

system. The Company is also a third-party contract manufacturer, a business that enables the Company to leverage its capacity in quality control,
process, automation and manufacturing. Prior to the spin-off of AngioDynamics, Inc. ( AngioDynamics ) on October 30, 2004, the Company was
also a provider of innovative medical devices used in minimally invasive, image-guided procedures to treat peripheral vascular disease, or PVD.
AngioDynamics designed, developed, manufactured and marketed a broad line of therapeutic and diagnostic devices that enabled interventional
physicians (interventional radiologists, vascular surgeons and others) to treat PVD and other non-coronary diseases.

Basis of Presentation

The consolidated balance sheet as of March 4, 2006, the consolidated statement of stockholders equity and comprehensive income for the forty
weeks ended March 4, 2006, and the consolidated statements of earnings and cash flows for the periods ended March 4, 2006 and February 26,
2005, have been prepared by the Company without audit. The consolidated balance sheet as of May 28, 2005 was derived from audited
consolidated financial statements. In the opinion of management, all adjustments (which include normal recurring adjustments) necessary to
present fairly the financial position, changes in stockholders equity and comprehensive income, results of operations and cash flows at March 4,
2006 (and for all periods presented) have been made.

Certain information and footnote disclosures, normally included in financial statements prepared in accordance with accounting principles
generally accepted in the United States of America, have been condensed or omitted. It is suggested that these consolidated financial statements
be read in conjunction with the financial statements and notes thereto included in the Annual Report on Form 10-K for the fiscal year ended May
28, 2005 filed by the Company on August 11, 2005. The results of operations for the periods ended March 4, 2006 and February 26, 2005 are
not necessarily indicative of the operating results for the respective full years.

13
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E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE A NATURE OF BUSINESS AND BASIS OF PRESENTATION (continued)

The consolidated financial statements include the accounts of E-Z-EM, Inc. and all wholly owned subsidiaries, as well as the accounts of
AngioDynamics, an 80.4%-owned subsidiary, through its spin-off on October 30, 2004. As a result of the spin-off, AngioDynamics is reported
separately as a discontinued operation for the thirty-nine weeks ended February 26, 2005 within the consolidated financial statements (see Note
B - Discontinued Operation). All significant intercompany balances and transactions have been eliminated.

NOTEB DISCONTINUED OPERATION

On May 27, 2004, AngioDynamics, the Company s former subsidiary, sold 1,950,000 shares of its common stock at $11.00 per share through an
initial public offering ( PO ). Proceeds from the TPO, net of certain financing costs, totaling $19,949,000 were received by AngioDynamics on
June 2, 2004. At May 29, 2004, E-Z-EM owned 9,200,000 shares, or 82.5% of the 11,150,000 shares outstanding. On June 15, 2004, the
underwriters of the TPO exercised their over-allotment option and acquired 292,500 shares at $11.00 per share, less underwriting discounts and
commissions, and on June 18, 2004, AngioDynamics received net proceeds of $2,992,000. At June 15, 2004, E-Z-EM s ownership interest in
AngioDynamics decreased to 80.4%.

On October 30, 2004, the Company completed the spin-off of AngioDynamics by means of a tax-free distribution of the Company s remaining
80.4% ownership of AngioDynamics. In February 2004, the Company received a favorable private letter ruling from the Internal Revenue

Service regarding the tax-free treatment of the distribution of E-Z-EM s remaining ownership in AngioDynamics. The Company made a pro rata
distribution of its 9,200,000 shares of AngioDynamics common stock on October 30, 2004 to E-Z-EM shareholders of record as of October 11,
2004 (the Record Date ). Based on the shares outstanding of each company on the Record Date, E-Z-EM shareholders received .856377 of a
share of AngioDynamics stock for each share of E-Z-EM stock they owned on the Record Date. For all periods presented, AngioDynamics is
accounted for as a discontinued operation in the Company s financial statements in accordance with Statement of Financial Accounting Standards

( SFAS ) No. 144, Accounting for Impairment and Disposal of Long-Lived Assets. Amounts in the financial statements and related notes for all
periods shown have been reclassified to reflect the discontinued operation.

In fiscal 2004, E-Z-EM entered into three agreements with AngioDynamics a master separation and distribution agreement, a corporate
agreement and a tax allocation and indemnification agreement that relate to its relationship with AngioDynamics both before and after the
separation of AngioDynamics from the Company. All of the agreements between the Company and AngioDynamics were made in the context of
a parent-subsidiary relationship and were negotiated in the overall context of the spin-off.

14



Edgar Filing: EZ EM INC - Form 10-Q

-10-

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE B DISCONTINUED OPERATION (continued)

Summarized results of operations for AngioDynamics, including minority interest, as reported in earnings from discontinued operation in the

accompanying consolidated statements of earnings are as follows:

Net sales
From unaffiliated customers

From affiliates

Total net sales

Earnings before income taxes and
minority interest

Income tax provision

Earnings before minority interest
Minority interest

Thirty-nine

weeks ended

February 26,
2005

(in thousands)

$ 22,342
420

$ 22,762

$ 2,628
1,103

1,525
297

15
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Thirty-nine
weeks ended

February 26,
2005
Earnings from discontinued operation $ 1,228

For the thirty-nine weeks ended February 26, 2005, the results of operations for AngioDynamics represented twenty-two weeks activity.

NOTE C - STOCK-BASED COMPENSATION

At March 4, 2006, the Company had three stock-based compensation plans. The Company accounts for these plans under the recognition and
measurement principles of APB Opinion No. 25, Accounting for Stock Issued to Employees and related interpretations. Accordingly, no
compensation expense has been recognized under these plans concerning options granted to key employees and to members of the Board of
Directors, as all such options granted had an exercise price equal to or greater than the market value of the underlying common stock on the date
of grant. For the thirteen weeks ended March 4, 2006 and February 26, 2005, compensation expense of $21,000 was recognized under these
plans for options granted to a former director serving as a consultant. For the forty weeks ended March 4, 2006 and the thirty-nine weeks ended
February 26, 2005, compensation expense of $65,000 and $406,000, respectively, was recognized under these plans for options granted to a
former director serving as a consultant.

-11-

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

16
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NOTE C - STOCK-BASED COMPENSATION (continued)

The following table illustrates the effect on net earnings and earnings per share if the Company had applied the fair value recognition provisions
of SFAS No. 123 to options granted under these plans to key employees and to members of the Board of Directors:

Thirteen weeks ended

Forty Thirty-nine

weeks ended weeks ended

March 4, February 26, March 4, February 26,
2006 2005 2006 2005

(in thousands, except per share data)

Net earnings, as reported $ 4,342 $ 2,918 $ 8,420 $ 5,600
Deduct: Total stock-based

employee compensation expense

determined under the fair value

based method for all awards,

net of income tax effects (267) 2,124) (825) (2,704)

Pro forma net earnings $ 4,075 $ 794 $ 7,595 $ 2,896

Earnings per common share

Basic - as reported $ 40 $ .27 $ .78 $ .52
Basic - pro forma .38 .07 .70 27
Diluted - as reported $ .39 $ .27 $ .76 $ 51
Diluted - pro forma .36 .07 .68 .26

During the forty weeks ended March 4, 2006, options for 207,500 shares were granted at $14.48 per share, options for 21,368 shares were
exercised at prices ranging from $3.55 to $14.23 per share, options for 995 shares expired at $3.55 per share, and options for 5,000 shares were
forfeited at $14.23 per share under the 1983, 1984 and 2004 Stock Option Plans.

-12-
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E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE D - EARNINGS PER COMMON SHARE

Basic earnings per share are based on the weighted average number of common shares outstanding without consideration of potential common
stock. Diluted earnings per share are based on the weighted average number of common and potential common shares outstanding. The
calculation takes into account the shares that may be issued upon exercise of stock options, reduced by the shares that may be repurchased with
the funds received from the exercise, based on the average price during the period.

The following table sets forth the reconciliation of the weighted average number of common shares:

Thirteen weeks ended

Forty Thirty-nine

weeks ended weeks ended

March 4, February 26, March 4, February 26,
2006 2005 2006 2005

(in thousands)

Basic 10,855 10,772 10,846 10,751
Effect of dilutive securities

(stock options) 335 188 254 192
Diluted 11,190 10,960 11,100 10,943

Excluded from the calculation of earnings per common share, are options to purchase 396,000 and 24,000 shares of common stock for the
thirteen and thirty-nine weeks ended February 26, 2005, respectively, as their inclusion would be anti-dilutive. The range of exercise prices on
the excluded options was $13.45 to $14.51 per share for the thirteen weeks ended February 26, 2005 and the exercise price on the excluded
options was $13.45 for the thirty-nine weeks ended February 26, 2005.

NOTE E - EFFECTS OF RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

18
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In March 2004, the Financial Accounting Standards Board ( FASB ) Emerging Issues Task Force ( EITF ) released Issue No. 03-1, The Meaning of

Other-Than-Temporary Impairment and Its Application to Certain Investments. EITF 03-1 provides guidance for determining whether

impairment for certain debt and equity investments is other-than-temporary and the measurement of an impaired loss. Certain disclosure

requirements of EITF 03-1 were adopted in fiscal 2004 and the Company has complied with the new disclosure requirements in its consolidated

financial statements. The recognition and measurement requirements of EITF 03-1 were initially effective for reporting periods beginning after

June 15, 2004. In September 2004, the FASB Staff issued FASB Staff Position ( FSP ) EITF 03-1-1 that delayed the effective date for certain

measurement and recognition guidance contained in EITF 03-1. The FSP requires that entities continue to apply previously existing
other-than-temporary guidance until a final consensus is reached. The Company does not anticipate that the issuance of a final consensus will

materially impact its financial condition or results of operations.

-13-

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE E - EFFECTS OF RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS (continued)

In November 2004, the FASB issued Statement of Financial Accounting Standards ( SFAS ) No. 151, Inventory Costs , an amendment of ARB
No. 43, Chapter 4. The amendments made by SFAS No. 151 will improve financial reporting by clarifying that abnormal amounts of idle facility
expense, freight, handling costs, and wasted materials (spoilage) should be recognized as current-period charges and by requiring the allocation

of fixed production overheads to inventory based on the normal capacity of the production facilities. SFAS No. 151 is effective for inventory

costs incurred during fiscal years beginning after June 15, 2005. Earlier application is permitted for inventory costs incurred during fiscal years
beginning after November 24, 2004. The adoption of this statement is not expected to have a material impact on the Company s financial
condition or results of operations.

In December 2004, the FASB issued SFAS No. 123 (R), Share-Based Payment , which revises SFAS No. 123, Accounting for Stock-Based
Compensation and supercedes APB Opinion No. 25, Accounting for Stock Issued to Employees . SFAS No. 123 (R) establishes standards for the
accounting for transactions in which an entity exchanges its equity instruments for goods or services. This statement focuses primarily on

19
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accounting for transactions in which an entity obtains employee services in share-based payment transactions. SFAS No. 123 (R) requires that
the fair value of such equity instruments be recognized as an expense in the historical financial statements as services are performed. Prior to
SFAS No. 123 (R), only certain pro forma disclosures of fair value were required. In April 2005, the Securities and Exchange Commission
adopted a new rule that amended the compliance dates of SFAS No. 123 (R) to require the implementation no later than the beginning of the first
annual reporting period beginning after June 15, 2005. The adoption of this statement may have a material impact on the Company s financial
condition and results of operations commencing with the fiscal quarter ending September 2, 2006.

On December 31, 2004, the FASB issued FASB Staff Position No. FAS 109-2, Accounting and Disclosure Guidance for the Foreign Earnings
Repatriation Provision within the American Jobs Creation Act of 2004, ( FSP No. 109-2 ). This staff position provides accounting guidance on
how companies should account for the effects of the American Jobs Creation Act of 2004 ( AJCA ) that was signed into law on October 22, 2004.
FSP No. 109-2 gives a company additional time to evaluate the effects of the legislation on any plan for reinvestment or repatriation of foreign
earnings for purposes of applying FASB Statement No. 109. The Company is investigating the repatriation provision to determine whether it

might repatriate extraordinary dividends, as defined in the AJCA. The Company is currently evaluating all available U.S. Treasury guidance.

In June 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections, a replacement of APB Opinion No. 20, Accounting
Changes, and FASB Statement No. 3, Reporting Accounting Changes in Interim Financial Statements. SFAS No. 154 changes the requirements
for the accounting for

-14-

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE E - EFFECTS OF RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS (continued)

and reporting of a change in accounting principle. Previously, most voluntary changes in accounting principles required recognition via a
cumulative effect adjustment within net income for the period of the change. SFAS No. 154 requires retrospective application to prior periods
financial statements, unless it is impracticable to determine either the period-specific effects or the cumulative effect of the change. SFAS No.

20
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154 is effective for accounting changes made in fiscal years beginning after December 15, 2005; however, SFAS No. 154 does not change the

transition provisions of any existing accounting pronouncements. The Company does not believe the adoption of SFAS No. 154 will have a

material impact on its financial condition or results of operations.

NOTE F - COMPREHENSIVE INCOME

The components of comprehensive income, net of related tax, are as follows:

Thirteen weeks ended

Forty Thirty-nine
weeks ended weeks ended
March 4, February 26, March 4, February 26,
2006 2005 2006 2005
(in thousands)
Net earnings $ 4342 $ 2,918 $ 8,420 $ 5,600
Unrealized holding gain (loss)
on debt and equity
securities:
Arising during the period 142 (43) 400 1,108
Reclassification adjustment
for gains included in net
earnings 979) (2,385)
Decrease in fair value on
interest rate swap arising
during the period (55)
Foreign currency translation
adjustments arising during
the period 821 (1,538) 3,074 2,615
Comprehensive income $ 5,305 $ 358 $ 11,894 $ 6,883
The components of accumulated other comprehensive income, net of related tax, are as follows:
March 4, May 28,
2006 2005

(in thousands)

Unrealized holding gain on debt and equity

securities $ 708 $ 308
Cumulative translation adjustments 4,428 1,354
Accumulated other comprehensive income $ 5,136 $ 1,662
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March 4, May 28,
2006 2005

-15-

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE G PLANT CLOSINGS AND OPERATIONAL RESTRUCTURING

In February 2006, the Company s Executive Committee of the Board of Directors approved a plan to wind down and close the operations of
Toho Kagaku Kenkyusho Co., Ltd. ( Toho ), a wholly owned Japanese subsidiary. The decision to close Toho resulted from an inability to
generate income from operations and to grow the business due to a limited product offering and scope of operations. Also, a recent change in
manufacturing location required a re-registration of Toho s principal products with Japanese regulatory authorities, resulting in a projected
interruption of supply during the first quarter of fiscal 2007. Management plans a market withdrawal on a staged basis so that current inventory
can be sold, accounts receivable collected and the property sold in an organized fashion, while also satisfying all outstanding liabilities. As a
result of this plan, foreign currency translation losses of $257,000 included in accumulated other comprehensive income have been charged to

results of operations for the thirteen weeks ended March 4, 2006 in accordance with EITF Issue No. 01-5, Application of FASB Statement No.
52 to an Investment Being Evaluated for Impairment That Will Be Disposed Of . EITF 01-5 requires that accumulated foreign currency
translation adjustments be included as part of the carrying amount of a foreign investment being evaluated for impairment under a committed
plan of disposal. The Company expects to incur up to an additional $400,000 in project costs, primarily severance related, over its next two
fiscal quarters. The decision to close the Toho operations resulted in a deduction for U.S. Federal income tax purposes approximating
$6,904,000. During the thirteen weeks ended March 4, 2006, the Company recorded a Federal tax benefit of $2,347,000 relating to this tax
deduction.

In the fourth quarter of fiscal 2005, the Company substantially completed its plan to further streamline its operations, specifically by moving its
powder-based barium production in Westbury, N.Y. to its manufacturing facility in Montreal, Canada. For the forty weeks ended March 4, 2006
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and the thirty-nine weeks ended February 26, 2005, project costs aggregated $96,000 and $2,074,000, respectively. At March 4, 2006 and May
28, 2005, the liability for this restructuring, which is included in accrued liabilities, approximated $0 and $598,000, respectively. On January 31,
2006, the Company completed the sale of its Westbury manufacturing facility for $5,100,000. As a result, the Company recognized a gain on the

sale of this property of $1,205,000 during the thirteen weeks ended March 4, 2006.

Remaining at Remaining at
May 28, March 4,
2005 Recorded Paid 2006

(in thousands)

Project costs $ 598 $ 96 $ (694) $ 0

-16-

E-Z-EM, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 4, 2006 and February 26, 2005

(unaudited)

NOTE H - INVENTORIES

Inventories consist of the following:

March 4, May 28,
2006 2005
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(in thousands)

Finished goods $ 12,987 $ 10,305
Work in process 243 573
Raw materials 14,232 11,944

$ 27462 $ 22,822

NOTEI DEBT AND EQUITY SECURITIES

During the thirteen and thirty-nine weeks ended February 26, 2005, the Company sold 100,000 shares and 300,000 shares, respectively, of its
investment in Cedara Software Corporation. The Company recognized gains on these sales totaling $979,000 and $2,385,000, respectively,
during the thirteen and thirty-nine weeks ended February 26, 2005, which are included in the consolidated statements of earnings under the
caption Other, net .

NOTEJ INCOME TAXES

For the thirteen weeks ended March 4, 2006, the Company reported an income tax benefit of $1,958,000 against earnings from continuing
operations before income taxes of $2,384,000 due primarily to: i) a tax benefit of $2,347,000 associated with the closing of the Company s
Japanese subsidiary; and ii) the reversal of a valuation allowance of $496,000 relating to a previously impaired, non-core equity security, since it
is now more likely than not that such benefit will be realized. For the forty weeks ended March 4, 2006, the Company s unusually low effective
tax rate of 2% differed from the Federal statutory tax rate of 34% due primarily to: i) a tax benefit of $2,347,000 associated with the closing of
the Company s Japanese subsidiary; and ii) the reversal of a valuation allowance of $496,000 relating to a previously impaired, non-core equity
security, since it is now more likely than not that such benefit will be realized.

For the thirteen weeks ended February 26, 2005, the Company s effective tax rate of 10% differed from the Federal statutory tax rate of 34% due
primarily to the reversal of a valuation allowance relating to a previously impaired, non-core equity security sold during the period and losses of

a U.S. subsidiary which operated in Puerto Rico, partially offset by non-deductible expenses. For the thirty-nine weeks ended February 26, 2005,
the Company s effective tax rate of 11% differed from the Federal statutory tax rate of 34% due primarily to the reversal of a valuation allowance
relating to a previ