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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2010
OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission file number 1-4987
SL INDUSTRIES, INC.
(Exact Name of Registrant as Specified in Its Charter)

New Jersey 21-0682685
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification No.)
organization)

520 Fellowship Road, Suite A114, Mt. Laurel, NJ 08054
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code: 856-727-1500
N/A
(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes o No o
Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer
or a smaller reporting company. See definition of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check One):

Large accelerated filer o Accelerated filer o Non-accelerated filer o Smaller reporting company p
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
The number of shares of common stock outstanding as of May 5, 2010 was 6,044,387.
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ITEM 1. FINANCIAL STATEMENTS

SL INDUSTRIES, INC.
CONSOLIDATED BALANCE SHEETS

March 31, December 31,
2010 2009
(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents $ 5,290,000 $ 9,967,000
Receivables, net 27,198,000 22,388,000
Inventories, net 19,535,000 18,815,000
Prepaid expenses 2,201,000 685,000
Deferred income taxes, net 3,990,000 4,058,000
Total current assets 58,214,000 55,913,000
Property, plant and equipment, net 9,041,000 9,274,000
Deferred income taxes, net 5,283,000 5,331,000
Goodwill 22,769,000 22,769,000
Other intangible assets, net 4,715,000 4,939,000
Other assets and deferred charges 1,090,000 1,225,000
Total assets $101,112,000 $ 99,451,000
LIABILITIES
Current liabilities:
Accounts payable $ 11,076,000 $ 10,208,000
Accrued income taxes 1,098,000 830,000
Accrued liabilities:
Payroll and related costs 3,653,000 3,482,000
Other 6,378,000 6,329,000
Total current liabilities 22,205,000 20,849,000
Deferred compensation and supplemental retirement benefits 2,326,000 2,365,000
Other liabilities 7,123,000 7,137,000
Total liabilities 31,654,000 30,351,000
Commitments and contingencies
SHAREHOLDERS EQUITY
Preferred stock, no par value; authorized, 6,000,000 shares; none issued $ $
Common stock, $0.20 par value; authorized, 25,000,000 shares; issued,
8,298,000 shares 1,660,000 1,660,000
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Capital in excess of par value 43,089,000 43,027,000
Retained earnings 43,197,000 42,071,000
Accumulated other comprehensive (loss) (180,000) (141,000)
Treasury stock at cost, 2,263,000 and 2,166,000 shares, respectively (18,308,000) (17,517,000)
Total shareholders equity 69,458,000 69,100,000
Total liabilities and shareholders equity $101,112,000 $ 99,451,000
See accompanying notes to consolidated financial statements.
1
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SL INDUSTRIES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

Net sales

Cost and expenses:

Cost of products sold

Engineering and product development
Selling, general and administrative
Depreciation and amortization

Total cost and expenses

Income from operations

Other income (expense):

Amortization of deferred financing costs
Fire related loss, net

Interest income

Interest expense

Income from continuing operations before income taxes
Income tax provision

Income from continuing operations
(Loss) from discontinued operations, net of tax

Net income

Basic net income (loss) per common share
Income from continuing operations

(Loss) from discontinued operations, net of tax
Net income

Diluted net income (loss) per common share
Income from continuing operations

(Loss) from discontinued operations, net of tax

Net income

Shares used in computing basic net income (loss) per common share

Table of Contents

Three Months Ended
March 31,
2010 2009
$42,133,000 $36,232,000
28,143,000 24,345,000
2,980,000 3,251,000
8,060,000 7,357,000
774,000 899,000
39,957,000 35,852,000
2,176,000 380,000
(61,000) (48,000)
(38,000)
5,000
(33,000) (33,000)
2,044,000 304,000
768,000 59,000
1,276,000 245,000
(150,000) (196,000)
$ 1,126,000 $ 49,000
$ 0.21 $ 0.04
(0.02) (0.03)
$ 0.18*% $ 0.01
$ 0.21 $ 0.04
(0.02) (0.03)
$ 0.18*% $ 0.01
6,123,000 5,933,000
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Shares used in computing diluted net income (loss) per common share 6,149,000 5,933,000
SL INDUSTRIES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended
March 31,

2010 2009
Net income $ 1,126,000 $ 49,000
Other comprehensive income, net of tax:
Foreign currency translation (39,000) (8,000)
Comprehensive income $ 1,087,000 $ 41,000

*  Earnings per
share does not
total due to
rounding.
See accompanying notes to consolidated financial statements.
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SL INDUSTRIES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED MARCH 31,

(Unaudited)

OPERATING ACTIVITIES
Net income
Adjustment for losses from discontinued operations

Income from continuing operations

Adjustments to reconcile income from continuing operations to net cash (used in)

operating activities:

Depreciation

Amortization

Amortization of deferred financing costs

Non-cash fire related loss

Non-cash compensation expense (benefit)

Stock-based compensation

Provisions for losses on accounts receivable

Deferred compensation and supplemental retirement benefits
Deferred compensation and supplemental retirement benefit payments
Deferred income taxes

Changes in operating assets and liabilities:

Accounts receivable

Inventories

Prepaid expenses

Other assets

Accounts payable

Accrued liabilities

Accrued income taxes

Net cash (used in) provided by operating activities from continuing operations
Net cash (used in) operating activities from discontinued operations

NET CASH (USED IN) OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchases of property, plant and equipment
Purchases of other assets

NET CASH (USED IN) INVESTING ACTIVITIES

FINANCING ACTIVITIES
Payments of deferred financing costs
Treasury stock (purchases) sales, net

Table of Contents

2010

$ 1,126,000

150,000

1,276,000

470,000
304,000
61,000
(32,000)
36,000
65,000
14,000
98,000
(134,000)
117,000

(4,824,000)
(930,000)
(591,000)

(5,000)
868,000
(459,000)
390,000

(3,276,000)
(288,000)

(3,564,000)

(284,000)
(1,000)

(285,000)

(794,000)

2009

49,000
196,000

245,000

544,000
355,000
48,000

(145,000)
61,000
8,000
101,000

(126,000)
21,000

2,429,000
682,000
(319,000)
2,000
(2,101,000)
(1,664,000)
48,000

189,000
(457,000)

(268,000)

(213,000)

(213,000)

(7,000)
308,000

9
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NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (794,000) 301,000
Effect of exchange rate changes on cash (34,000) (5,000)
NET CHANGE IN CASH AND CASH EQUIVALENTS (4,677,000) (185,000)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 9,967,000 504,000
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 5,290,000 $ 319,000
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the period for:
Interest $ 33,000 $ 34,000
Income taxes $ 265,000 $ 18,000
See accompanying notes to consolidated financial statements.

3
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SL INDUSTRIES, INC.

Notes to Consolidated Financial Statements (Unaudited)

1. Basis Of Presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles for interim financial information and with the instructions for Form 10-Q and
Article 10 of Regulation S-X promulgated under the Securities Exchange Act of 1934, as amended. Accordingly, they
do not include all the information and footnotes required by generally accepted accounting principles for complete
financial statements. In the opinion of management, the accompanying financial statements contain all adjustments
(consisting of normal recurring adjustments) considered necessary for a fair presentation. Operating results for interim
periods are not necessarily indicative of the results that may be expected for the year ending December 31, 2010.
These financial statements should be read in conjunction with the Company s audited financial statements and notes
thereon included in the Company s Annual Report on Form 10-K for the year ended December 31, 2009.

2. Receivables

Receivables consist of the following:

March 31, December 31,

2010 2009
(in thousands)
Trade receivables $ 27,312 $ 22,607
Less: allowance for doubtful accounts (665) (651)
26,647 21,956
Other 551 432

$ 27,198 $ 22,388

3. Inventories
Inventories consist of the following:

March 31, December 31,

2010 2009
(in thousands)
Raw materials $ 15,785 $ 15,234
Work in process 4,482 3,534
Finished goods 2,596 3,368
22,863 22,136
Less: allowances (3,328) (3,321)

$ 19,535 $ 18,815

4. Income Per Share

The Company has presented net income per common share pursuant to Accounting Standards Codification ( ASC ) 260
Earnings Per Share. Basic net income per common share is computed by dividing reported net income available to

common shareholders by the weighted average number of shares outstanding for the period.
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Diluted net income per common share is computed by dividing reported net income available to common shareholders
by the weighted average shares outstanding for the period, adjusted for the dilutive effect of common stock
equivalents, which consist of stock options, using the treasury stock method. For the three months ended March 31,
2009, there was no dilutive effect for common stock equivalents because the exercise price of stock options
outstanding was greater than the Company s share price.

The table below sets forth the computation of basic and diluted net income per share:

Three Months Ended March 31,

2010 2009
(in thousands, except per share amounts)
Net Per Share Net Per Share

Income Shares Amount Income Shares Amount
Basic net income per common
share $ 1,126 6,123 $ 0.8 $ 49 5,933 $ 0.1
Effect of dilutive securities 26
Diluted net income per common
share $ 1,126 6,149 $ 0.8 $ 49 5,933 $ 0.01

For the three-month periods ended March 31, 2010 and March 31, 2009, approximately 222,000 and 404,000 stock
options, respectively, were excluded from the dilutive computations because the option exercise prices were greater
than the average market price of the Company s common stock.

Stock-Based Compensation

The Company maintains two shareholder approved stock option plans that have expired: the Non-Employee Director
Nonqualified Stock Option Plan (the Director Plan ) and the Long-Term Incentive Plan (the 1991 Incentive Plan ).
Stock options issued under each plan remain outstanding.

The Director Plan provided for the granting of nonqualified options to purchase up to 250,000 shares of the Company s
common stock to non-employee directors of the Company in lieu of paying quarterly retainer fees and regular
quarterly meeting attendance fees. Stock options granted under the Director Plan stipulated an exercise price per share
of the fair market value of the Company s common stock on the date of grant. Each option granted under the Director
Plan is exercisable at any time and expires ten years from date of grant. The expiration date of the Director Plan was
May 31, 2003.

The 1991 Incentive Plan enabled the Company to grant either nonqualified options, with an exercise price per share
established by the Compensation Committee (the Compensation Committee ) of the Company s Board of Directors (the
Board ), or incentive stock options, with an exercise price per share not less than the fair market value of the
Company s common stock on the date of grant. Each option granted under the 1991 Incentive Plan is exercisable at

any time and expires ten years from date of grant. The 1991 Incentive Plan expired on September 25, 2001.
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On May 14, 2008, the shareholders approved the 2008 Incentive Stock Plan (the 2008 Plan ). The 2008 Plan was
proposed to create an additional incentive to retain directors, key employees and advisors of the Company. The 2008
Plan provides up to 315,000 shares of the Company s common stock that may be subject to options and stock
appreciation rights. Options granted under the 2008 Plan are required to stipulate an exercise price per share of not
less than the fair market value of the Company s common stock on the business day immediately prior to the date of
the grant. Options granted under the 2008 Plan are exercisable no later than ten years after the grant date.

On September 29, 2008, the Company granted 155,000 incentive options to select executives and a key employee
under the 2008 Plan. The options issued vest in three equal installments, with the first installment vesting on the date
of the grant and the remaining two installments each vesting on the second and third anniversary of the grant.
Compensation expense is recognized over the vesting period of the options. In recognition of such grants, the
Company recorded $65,000 in compensation expense for the three-month period ended March 31, 2010 and $61,000
for the three-month period ended March 31, 2009.

As of March 31, 2010, there was a total of $123,000 of total unrecognized compensation expense related to the
unvested stock options. Such unrecognized cost will be recorded over the next two quarters. Also, with respect to
certain stock-based compensation, the Company has recognized an expense of $36,000 and a benefit of $145,000 in
the three-month periods ended March 31, 2010 and March 31, 2009, respectively.

The following table summarizes stock option activity for all plans:

Weighted Weighted Aggregate
Outstanding Average Average Intrinsic
Remaining
Options Exercise Price Life Value
(in

thousands) (in thousands)
Outstanding as of December 31, 2009 380 $ 10.13 3.48
Granted
Exercised
Forfeited
Expired 26) $ 11.11
Outstanding as of March 31, 2010 354 $ 10.06 3.48 N/M
Exercisable as of March 31, 2010 302 $ 9.59 3.14 N/M

During the three-month periods ended March 31, 2010 and March 31, 2009, no options to purchase common stock
were exercised by option holders.

5. Income Tax

The Company calculates its interim tax provision in accordance with the provisions of ASC 740-270 Income Taxes
Interim Reporting. For each interim period the Company estimates its annual effective income tax rate and applies the
estimated rate to its year-to-date income or loss before income taxes. The Company also computes the tax provision or
benefit related to items separately reported, such as discontinued operations, and recognizes the items net of their
related tax effect in the interim periods in which they occur. The Company also recognizes the effect of changes in
enacted tax laws or rates in the interim periods in which the changes occur.
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For the three-month periods ended March 31, 2010 and March 31, 2009, the estimated income tax rate for continuing
operations was 38% and 19%, respectively.

The Company has recorded gross unrecognized tax benefits, excluding interest and penalties, as of March 31, 2010
and December 31, 2009 of $2,505,000 and $2,526,000, respectively. Tax benefits are recorded pursuant to the
provisions of ASC 740 Income Taxes. If such unrecognized tax benefits are ultimately recorded in any period, the
Company s effective tax rate would be reduced accordingly for such period.

The Company has been examined by the Internal Revenue Service (the IRS ) for periods up to and including the
calendar year 2004. In addition, a foreign tax authority is examining the Company s transfer pricing policies. It is
possible that this examination may be resolved within twelve months. In addition, it is reasonably possible that the
balance of the Company s unrecognized tax benefits may change within the next twelve months by an amount ranging
from zero to $434,000. The Company records such unrecognized tax benefits upon the expiration of the applicable
statute of limitations. The Company recorded a liability for unrecognized benefits of $933,000, $917,000 and
$655,000 for federal, foreign and state taxes, respectively. Such benefits relate primarily to expenses incurred in those
jurisdictions.

The Company classifies interest and penalties related to unrecognized tax benefits as income tax expense. At
March 31, 2010, the Company has accrued approximately $523,000 for the payment of interest and penalties.

During the three-month period ended March 31, 2010, the Company recorded additional benefits from research and
development tax credits of $71,000. As of March 31, 2010, the Company s gross research and development tax credit
carryforwards totaled approximately $1,832,000. Of these credits, approximately $1,209,000 can be carried forward
for 15 years and will expire between 2013 and 2025, and approximately $623,000 can be carried forward indefinitely.
As of March 31, 2010, the Company s gross foreign tax credits totaled approximately $2,515,000. These credits can be
carried forward for ten years and will expire between 2017 and 2020.

6. Recently Adopted and Issued Accounting Pronouncements

In May 20009, the Financial Accounting Standards Bulletin (the FASB ) issued ASC 855 Subsequent Events. ASC 855
incorporates guidance into accounting literature that was previously addressed only in auditing standards. The
statement refers to subsequent events that provide additional evidence about conditions that existed at the
balance-sheet date as recognized subsequent events. Subsequent events that provide evidence about conditions arising
after the balance-sheet date, but prior to the issuance of the financial statements, are referred to as non-recognized
subsequent events. It also required companies to disclose the date through which subsequent events have been
evaluated and whether this date is the date the financial statements were issued or the date the financial statements
were available to be issued. In February 2010, ASC 855 was amended to eliminate the requirement to disclose the date
through which subsequent events have been evaluated. The Company adopted this new standard, as amended. The
Company evaluates subsequent events through the date of filing and applies the guidance found in ASC 855 to its
disclosures regarding such events.
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In June 2009, the FASB issued ASC 860 Transfers and Servicing. ASC 860 terminates the concept of a qualifying
special-purpose entity and removes any exceptions from applying Consolidation of Variable Interest Entities to
qualifying special-purpose entities. This statement must be applied as of the beginning of each reporting entity s first
annual reporting period that begins after November 15, 2009 and for interim periods within that first annual reporting
period and interim and annual reporting periods thereafter. Earlier application was prohibited. The adoption of ASC
860 did not have an impact on the Company s consolidated financial statements.

In June 2009, the FASB issued ASC 810-10 Consolidation Overall to require a reporting entity to perform an analysis
of existing investments to determine whether such investments provide a controlling financial interest in a variable
interest entity. This analysis defines the primary beneficiary of a variable interest entity as the enterprise that has both
(1) the power to direct the activities of significant impact on a variable interest entity, and (2) the obligation to absorb
losses or receive benefits from the variable interest entity that could potentially be significant to the variable interest
entity. ASC 810-10 also requires ongoing reassessments of whether an enterprise is the primary beneficiary of a
variable interest entity. ASC 810-10 is effective as of the beginning of each reporting entity s first annual reporting
period that begins after November 15, 2009, for interim periods within that first annual reporting period and for
interim and annual reporting periods thereafter. Earlier application was prohibited. Under its current operations, the
adoption of ASC 810-10 does not have an impact on the Company.

In October 2009, the FASB issued Accounting Standards Update No. 2009-13 Multiple-Deliverable Revenue
Arrangements ( ASU No. 2009-13 ). ASU No. 2009-13 amends guidance included within ASC 605-25 to require an
entity to use an estimated selling price when vendor specific objective evidence or acceptable third party evidence
does not exist for any products or services included in a multiple-element arrangement. The arrangement
consideration should be allocated among the products and services based upon their relative selling prices, thus
eliminating the use of the residual method of allocation. ASU No. 2009-13 also requires expanded qualitative and
quantitative disclosures regarding significant judgments made and changes in applying this guidance. ASU No.
2009-13 is effective prospectively for revenue arrangements entered into or materially modified in fiscal years
beginning on or after June 15, 2010. Early adoption and retrospective application are also permitted. The Company
has one minor contract related to Multiple-Deliverable Revenue Arrangements and infrequently enters into such
arrangements. The Company believes that adopting the provisions of ASU No. 2009-13 will not have a material
impact on its consolidated financial statements.

In October 2009, the FASB issued Accounting Standards Update No. 2009-14 Certain Revenue Arrangements That
Include Software Elements ( ASU No. 2009-14 ). ASU No. 2009-14 amends guidance included within ASC 985-605 to
exclude tangible products containing software components and non-software components that function together to
deliver the product s essential functionality. Entities that sell joint hardware and software products that meet this scope
exception will be required to follow the guidance of ASU No. 2009-13. ASU No. 2009-14 is effective prospectively
for revenue arrangements entered into or materially modified in fiscal years beginning on or after June 15, 2010. Early
adoption and retrospective application are also permitted. The Company believes that the adoption of the provisions of
ASU No. 2009-14 will not have a material impact on its consolidated financial statements.
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7. Goodwill And Intangible Assets
Goodwill and intangible assets consist of the following:

March 31, 2010 December 31, 2009
Accumulated Accumulated
Gross Net Gross Net
Value Amortization Value Value Amortization Value
(in thousands)

Goodwill $ 22769 % $ 22,769 $ 22,769 $ $ 22,769
Other intangible assets:
Customer relationships 3,700 1,697 2,003 3,700 1,570 2,130
Patents 1,272 1,066 206 1,271 1,053 218
Trademarks 1,672 1,672 1,672 1,672
Developed technology 1,700 1,016 684 1,700 940 760
Licensing fees 355 205 150 355 196 159
Covenant-not-to-compete 100 100 100 100
Other 51 51 51 51
Total other intangible assets 8,850 4,135 4,715 8,849 3,910 4,939

$ 31,619 § 4135 $ 27484 $ 31,618 § 3910 $ 27,708

In accordance with ASC 350 Intangibles Goodwill and Other, goodwill and other indefinite-lived intangible assets are
not amortized, but are tested for impairment. Such impairment testing is undertaken annually, or more frequently upon
the occurrence of some indication that an impairment has taken place. The Company conducted an annual impairment
test as of December 31, 2009.

A two-step process is utilized to determine if goodwill has been impaired. In the first step, the fair value of each
reporting unit is compared to the net asset value recorded for such unit. If the fair value exceeds the net asset value,
the goodwill of the reporting unit is not adjusted. However, if the recorded net asset value exceeds the fair value, the
Company performs a second step to measure the amount of impairment loss, if any. In the second step, the implied
fair value of the reporting unit s goodwill is compared with the goodwill recorded for such unit. If the recorded amount
of goodwill exceeds the implied fair value, an impairment loss is recognized in the amount of the excess.

For the testing conducted as of December 31, 2009, the Company concluded that no impairment charge was
warranted. Going forward there can be no assurance that economic conditions or other events may not have a negative
material impact on the long-term business prospects of any of the Company s reporting units. In such case, the
Company may need to record an impairment loss, as stated above. The next annual impairment test will be conducted
as of December 31, 2010.

Management has not identified any triggering events, as defined by ASC 350, during 2010. Accordingly, no interim
impairment test has been performed.

The other intangible assets that have definite lives are all amortizable and have original estimated useful lives as
follows: customer relationships are amortized over approximately six years and eight years; patents are amortized over
a range from five to 20 years; developed technology is amortized over approximately five years and six years; and
licensing fees are amortized over approximately 10 years. Covenants-not-to-compete were amortized over
approximately one and two-thirds years, prior to their expiration. Trademarks are not amortized. Amortization
expense for intangible assets for each of the three-month periods ended March 31, 2010 and March 31, 2009 was
$225,000 and $226,000, respectively. Amortization expense for intangible assets subject to amortization in each of the
next five fiscal years is estimated to be: $900,000 in 2010, $864,000 in 2011, $714,000 in 2012, $385,000 in 2013 and
$346,000 in 2014. Intangible assets subject to amortization have a weighted average life of approximately seven years.
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Changes in goodwill balances by segment (defined below) are as follows:

Balance Balance
December
31, Change in March 31,
2009 Goodwill 2010
(in thousands)

SL Power Electronics Corp. $ 4,276 $ $ 4276
High Power Group:

MTE Corporation 8,189 8,189
Teal Electronics Corp. 5,055 5,055
RFL Electronics Inc. 5,249 5,249
Total $ 22,769 $ $ 22,769
8. Debt

On October 23, 2008, the Company and certain of its subsidiaries entered into an Amended and Restated Revolving
Credit Facility (the 2008 Credit Facility ) with Bank of America, N.A., a national banking association, individually, as
agent, issuer and a lender thereunder, and the other financial institutions party thereto. The 2008 Credit Facility was
reset and amended during the third quarter of 2009.

The 2008 Credit Facility, as amended, provides for maximum borrowings of up to $40,000,000 and includes a standby
and commercial letter of credit sub-limit of $10,000,000. The 2008 Credit Facility is scheduled to expire on
October 1, 2011, unless earlier terminated by the agent thereunder following an event of default. Borrowings under
the 2008 Credit Facility bear interest, at the Company s option, at the British Bankers Association LIBOR rate plus
1.75% to 3.25%, or an alternative rate, which is the higher of (i) the Federal Funds rate plus 0.5%, or (ii) Bank of
America, N.A. s publicly announced prime rate, plus a margin rate ranging from 0% to 1.0%. The margin rates are
based on certain leverage ratios, as provided in the facility documents. The Company is subject to compliance with
certain financial covenants set forth in the 2008 Credit Facility, including a maximum ratio of total funded
indebtedness to EBITDA (as defined), minimum levels of interest coverage and net worth and limitations on capital
expenditures, as defined. Availability under the 2008 Credit Facility is based upon the Company s trailing twelve
month EBITDA, as defined.

As of the date hereof, March 31, 2010 and December 31, 2009, the Company had no outstanding balance under the
2008 Credit Facility. At March 31, 2010, the Company had a total availability thereunder of $33,500,000.

The Company s obligations under the 2008 Credit Facility are secured by the grant of security interests in substantially
all of its assets.
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9. Accrued Liabilities Other
Accrued liabilities other consist of the following:

March 31, December 31,

2010 2009
(in thousands)

Taxes (other than income) and insurance $ 482 $ 209
Commissions 631 744
Litigation and legal fees 100 96
Other professional fees 429 674
Environmental 1,289 1,355
Warranty 1,375 1,373
Deferred revenue 31 28
Other 2,041 1,850

$ 6,378 $ 6,329

A liability is established for estimated future warranty and service claims that relate to current and prior period sales.
The Company estimates warranty costs based on historical claim experience and other factors including evaluating
specific product warranty issues. The following is a summary of activity in accrued warranty and service liabilities:

Three Months
Ended
March 31, 2010
(in thousands)

Liability, beginning of year $ 1,373
Expense for new warranties issued 119
Expense related to prior year warranties 25
Warranty claims (142)
Liability, end of period $ 1,375

10. Commitments And Contingencies

In the ordinary course of its business, the Company is subject to loss contingencies pursuant to foreign and domestic
federal, state and local governmental laws and regulations and is also party to certain legal actions, which may occur
in the normal operations of the Company s business.

It is management s opinion that the impact of legal actions brought against the Company and its operations will not
have a material adverse effect on its consolidated financial position or results of operations. However, the ultimate
outcome of these matters, as with litigation generally, is inherently uncertain, and it is possible that some of these
matters may be resolved adversely to the Company. The adverse resolution of any one or more of these matters could
have a material adverse effect on the business, operating results, financial condition or cash flows of the Company.
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Environmental Matters: Loss contingencies include potential obligations to investigate and eliminate or mitigate the
effects on the environment of the disposal or release of certain chemical substances at various sites, such as Superfund
sites and other facilities, whether or not they are currently in operation. The Company is currently participating in
environmental assessments and cleanups at a number of sites under these laws and may in the future be involved in
additional environmental assessments and cleanups. Based upon investigations completed to date by the Company and
its independent engineering-consulting firms, management has provided an estimated accrual for all known costs
believed to be probable in the amount of $5,817,000, of which $4,528,000 is included as other long-term liabilities as
of March 31, 2010. However, it is the nature of environmental contingencies that other circumstances might arise, the
costs of which are indeterminable at this time due to such factors as changing government regulations and stricter
standards, the unknown magnitude of defense and cleanup costs, the unknown timing and extent of the remedial
actions that may be required, the determination of the Company s liability in proportion to other responsible parties,
and the extent, if any, to which such costs are recoverable from other parties or from insurance. These contingencies
could result in additional expenses or judgments, or offsets thereto. At the present time such expenses or judgments
are not expected to have a material adverse effect on the Company s consolidated financial position or results of
operations, beyond the amount already reserved. Most of the Company s environmental costs relate to discontinued
operations and such costs have been recorded in discontinued operations.
The Company is the subject of administrative actions that arise from its ownership of SL Surface Technologies, Inc.
( SurfTech ), a wholly-owned subsidiary, the assets of which were sold in November 2003. SurfTech once operated
chrome-plating facilities in Pennsauken Township, New Jersey (the Pennsauken Site ) and Camden, New Jersey (the
Camden Site ).
In 2006 the United States Environmental Protection Agency (the EPA ) named the Company as a potential responsible
party (a PRP ) in connection with the remediation of the Puchack Wellfield, which has been designated as a Superfund
Site. The EPA has alleged that hazardous substances generated at the Pennsauken Site contaminated the Puchack
Wellfield. As a PRP, the Company is potentially liable, jointly and severally, for the investigation and remediation of
the Puchack Wellfield Superfund Site under the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended ( CERCLA ).
In September 2006, the EPA issued a Record of Decision for the national priority listed Puchack Wellfield Superfund
Site and selected a remedy to address the first phase of groundwater contamination that the EPA contemplates being
conducted in two phases (known as operable units). The estimated cost of the EPA selected remedy for the first
groundwater operable unit, to be conducted over a five to ten year timeframe, is approximately $17,600,000 (excludes
past costs of $11,500,000 mentioned below). Prior to the issuance of the EPA s Record of Decision, the Company had
retained an experienced environmental consulting firm to prepare technical comments on the EPA s proposed
remediation of the Puchack Wellfield Superfund Site. In those comments, the Company s consultant, among other
things, identified flaws in the EPA s conclusions and the factual predicates for certain of the EPA s decisions and for
the proposed selected remedy.
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Following the issuance of its Record of Decision, in November 2006, the EPA sent another letter to the Company
encouraging the Company to either perform or finance the remedial actions for operable unit one identified in the
EPA s Record of Decision. In February 2007, the EPA sent another letter to the Company demanding reimbursement
for past costs of approximately $11,500,000, which has been contested by the Company. The Company responded to
the EPA that it is willing to investigate the existence of other PRPs and to undertake the activities necessary to design
a final remediation for the Superfund Site. In July 2007, the EPA refused the Company s offer to perform the work
necessary to design the remediation plan without first agreeing to assume responsibility for the full remediation of the
Superfund Site. The EPA did encourage the Company to investigate the existence of other PRPs and to submit
evidence thereof, if appropriate. In January 2008, the Company submitted to the EPA evidence demonstrating the
existence of several other PRPs. The Company is currently engaged in discussions with representatives of the EPA
and the Department of Justice with respect to the issues in this matter.

Notwithstanding the assertions of the EPA, based on discussions with its attorneys and consultants, the Company
believes the EPA analytical effort is far from complete. Further, technical data has not established that offsite
migration of hazardous substances from the Pennsauken Site caused the contamination of the Puchack Wellfield
Superfund Site. In any event, the Company believes the evidence establishes that hazardous substances from the
Pennsauken Site could have, at most, constituted only a small portion of the total contamination delineated in the
vicinity of the Puchack Wellfield Superfund Site. There are other technical factors and defenses that indicate that the
remediation proposed by the EPA is technically flawed. Based on the foregoing, the Company believes that it has
significant defenses against all or part of the EPA claim and that other PRPs should be identified to support the
ultimate cost of remediation. Nevertheless, the Company s attorneys have advised that it is likely that it will incur
some liability in this matter. Based on the information so far, the Company has estimated remediation liability for this
matter of $4,000,000 ($2,480,000, net of tax), which was reserved and recorded as part of discontinued operations in
the fourth quarter of 2006. This amount is included in the total environmental accrual stated below. In addition, the
Company s attorneys have advised it that based on recent statutory and regulatory changes, the Pennsauken Site may
have to undergo additional remediation. The Company has retained environmental consultants to determine what, if
any, measures must be undertaken to achieve full compliance with the new standards. There can be no assurance as to
what will be t