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Item 2.02.  Results of Operations and Financial Condition

Disclosure of Non-GAAP Financial Measures
 
On August 11, 2010, Mistras Group, Inc. (the “Company,” “we” or “us”) held a webcast conference call to discuss the results for its fiscal year and fourth
quarter, which ended May 31, 2010.  During this webcast, the Company discussed the financial measurement “free cash flow.”

The term “free cash flow,” is not a measurement of financial performance under U.S. generally accepted accounting principles (“GAAP”).  “Free cash flow”
is defined as net cash provided by operating activities, less purchases of property, plant and equipment.  Our management uses free cash flow as a measure of
cash generated by operations of the business.  The following is a reconciliation free cash flow to a GAAP measurement.

 
Unaudited Reconciliation of Net Cash Provided By

Operating Activities to Free Cash Flow
(In Millions)

 
  Year ended May 31,   Three months ended May 31,  
  2010   2009   2010   2009  
Net cash provided by operating activities  $ 19  $ 13  $ 7  $ 6 
Less purchase of property, plant and

equipment   (2)   (6)   —   (2)
Free cash flow  $ 17  $ 7  $ 7  $ 4 

We believe investors and other users of our financial statements benefit from the presentation of free cash flow in evaluating our operating performance
because it provides an additional tool to compare cash generated by our operations on a consistent basis and measure underlying trends and results in our
business.  This measure also takes into account cash used to purchases fixed assets needed for business operations which are not expensed.
 
While free cash flow is a term and financial measurement common used by investors and securities analysts, it has limitations.  As a non-GAAP
measurement, free cash flow has no standard meaning and, therefore, may not be comparable with similar measurements for other companies.  Free cash flow
is generally limited as an analytical tool because it excludes cash uses which are included in a GAAP cash flow statement.  Accordingly, free cash flow should
be not considered in isolation or as a substitute for analyzing our results as reported under U.S. generally accepted accounting principles.
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