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CSP Inc. Reports Fourth Quarter and Fiscal Year 2009 Financial Results

BILLERICA, MA, December 14, 2009 - CSP Inc. (NASDAQ: CSPI), a provider of IT solutions, systems
integration services and dense cluster computing systems, today reported financial results for the fourth
quarter of fiscal 2009 ended September 30, 2009.

For the fourth quarter of fiscal 2009, CSP Inc. reported total sales of $18.1 million, which were
essentially flat with the fourth quarter of fiscal 2008. The GAAP net loss for the fourth quarter of
fiscal 2009 was $3.6 million, or $1.02 per share, compared with a net loss of $328,000, or $0.09 per
share, in the fourth quarter of fiscal 2008. The net loss for the fourth quarter of fiscal 2009 included an
impairment charge for goodwill of $3.9 million. As a result of market and industry volatility, changes in
projected forecast and the decrease in the Company’s market capitalization, CSP was required under
the Financial Accounting Board Accounting Standard Codification 350 Intangibles -Goodwill and Other
Intangible Assets, to perform a goodwill impairment analysis and wrote off a total of $3.9 million in good-
will during the fourth quarter of fiscal 2009. Excluding the goodwill impairment charge, non-GAAP net
loss for the fourth quarter of fiscal 2009 would have been $139,000 or $0.04 per share

For the full year fiscal 2009, CSP Inc. reported total sales of $83.4 million compared with $76.8 million
in fiscal 2008. The net loss for the fiscal 2009 was $3.8 million, or $1.05 per share, compared with a
net loss of $407,000, or $0.11 per share, for fiscal 2008. Excluding the goodwill impairment charge
recorded in the fourth quarter of 2009, non-GAAP net loss for fiscal 2009 would have been $321,000,
or $0.09 per share.

The Company’s cash and short-term investments were $18.9 million as of September 30, 2009 com-
pared with $18.5 million for the fiscal year ended September 30, 2008. The increase in cash in fiscal
2009 compared with the past fiscal year was primarily the result of sources of cash from changes in
assets and liabilities, including the collection of accounts receivable and reduction of inventories.

Use of Non-GAAP Financial Measures

Non-GAAP net loss and Non-GAAP net loss per share are non-GAAP financial measures and are
intended to serve as a complement to results provided in accordance with accounting principles
generally accepted in the United States. CSP Inc. believes that such information provides an additional
measurement and consistent historical comparison of the Company’s performance. A reconciliation of
the non-GAAP financial measures to the most directly comparable GAAP measures is available in this
news release.

--more--



Management Comments on Fiscal 2009

“CSP reported strong financial results for the first two quarters of fiscal 2009, but was significantly
affected by the global recession in the second half of the year,” said CSP Chairman and Chief Executive
Officer Alexander R. Lupinetti. “Due to the weakening demand environment, we took actions to reduce
our operating structure and improve our bottom-line performance.”

“Our Systems business reported year-over-year growth for fiscal 2009 as a result of follow-on orders for
our high-performance digital signal processing systems, including high margin royalty payments from
Lockheed Martin related to the E2D Advanced Hawkeye intelligence, surveillance and reconnaissance
aircraft. We are encouraged by the prospects for our Systems business in fiscal 2010 and expect fol-
low-on orders from Raytheon, as well as high-margin E2D royalty payments from Lockheed Martin.”

“While the recession affected each of our Service and Systems Integration businesses in the second
half of the year, we reported an increase in full-year revenues as a result of growth at our U.S. Systems
and Solutions subsidiary (SSD), partially offset by lower revenue in Germany,” said Lupinetti. “In
Germany, demand for hardware declined significantly and professional service contracts were chal-
lenged by tighter customer budgets. In the United States, we faced significant pricing pressure for our
IT infrastructure solutions in the second half of the year.”

“Going forward, we plan to improve our Service and Systems Integration margins by increasing higher-
level managed services” said Lupinetti. “We are focused on building comprehensive customer solutions
by integrating software and hardware into a managed service that can be run at a customer's datacen-
ter or on our Network Operations Center (NOC). We plan to utilize our NOC as the global foundation
to build all new managed services offerings. In addition, we will leverage our membership in Cisco
Worldwide Managed Services Channel Program (MSCP) to sell our NOC services globally along with
Cisco's Unified Communications and Unified Computing systems. As a key component of our strategy,
we are judiciously investing in engineers who can enhance our pre-sales capabilities.”

“We believe we hit the bottom of the market downturn in fiscal 2009,” said Lupinetti. “Although the worst
may be behind us and we are seeing increasing sales activity, our visibility into the IT spending environ-
ment remains limited. Therefore, we plan to manage the company conservatively with the assumption
of weak demand in fiscal 2010. At the same time, the actions we are taking to build our managed ser-
vices offerings should enable us to accelerate our bottom-line growth when the IT market rebounds.”

Conference Call Details

CSP Chairman and Chief Executive Officer Alexander R. Lupinetti, and Chief Financial Officer Gary W.
Levine will host a conference call at 10:00 a.m. (ET) today to review CSP’s financial results and provide
a business update. To listen to a live webcast of the call, please visit the “Investor Relations” section of
the Company’s website at www.cspi.com. Individuals may also listen to the call via telephone, by dial-
ing (877) 407-5790 or (201) 689-8328. For interested parties unable to participate in the live call, an
archived version of the webcast will be available for one year on CSP’s website.
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About CSP Inc.

Based in Billerica, Massachusetts and founded in 1968, CSP Inc. and its subsidiaries develop and
market best-of-breed IT solutions, systems integration services, and high-performance computer sys-
tems. CSP’s Systems segment includes the MultiComputer Division, which supplies high-performance
Linux cluster systems for a broad array of defense applications, including radar, sonar and surveillance
signal processing. The Company’'s MODCOMP, Inc. subsidiary, also part of its Service and Systems
Integration segment founded in 1970, is a leading provider of IT solutions and systems integration ser-
vices for complex IT environments. MODCOMP works with third parties to develop cutting edge solu-
tions in the global IT markets and has offices in the U.S., U.K. and Germany.

More information about CSP is available on the company’s website at www.cspi.com.
To learn more about MODCOMP, Inc., consult www.modcomp.com

Also see the Balance sheet, statement of operation and reconciliation of GAAP to non-GAAP.

'‘Safe Harbor Provision' Statement’

The Company wishes to take advantage of the “Safe Harbor” provisions of the Private Securities Litigation Reform Act of 1995 with respect
to statements that may be deemed to be forward-looking under the Act. Such forward-looking statements may include, but are not limited
to, prospects for CSP’s Systems business in fiscal 2010; expected follow-on orders from Raytheon; expectations for high-margin E2D
royalty payments from Lockheed Martin; plans to improve CSP’s Service and Systems Integration margins by increasing higher-level
managed services sales; plans to build comprehensive customer solutions by integrating software and hardware; expectations to utilize
CSP’s Network Operations Center (NOC) as the global foundation to build on the Company’s managed services offerings; plans to lever-
age CSP’s membership in Cisco Worldwide's Managed Services Channel Program (MSCP) to sell the Company’s NOC services globally
along with Cisco’s Unified Communications and Unified Computing systems; plans to judiciously invest in engineers to enhance pre-sales
capabilities; belief that the market has hit the bottom; visibility on the IT spending environment; plans to manage CSP conservatively with the
assumption of weak demand in fiscal 2010; and expectations that CSP’s bottom-line growth will accelerate when the IT market rebounds.
The Company cautions that numerous factors could cause actual results to differ materially from forward-looking statements made by the
Company. Such risks include general economic conditions, market factors, competitive factors and pricing pressures, and others described
in the Company's filings with the Securities and Exchange Commission (SEC). Please refer to the section on forward-looking statements
included in the Company's filings with the SEC.
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