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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.
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or

0 TRANSITION REPORT PURSUANT TO SECTION 13 or 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934.

Commission file number: 1-4743
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37-18 Northern Blvd., Long Island City, N.Y. 11101
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(718) 392-0200
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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.

Yesp Noo

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).
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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.
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PART I - FINANCIAL INFORMATION
ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended Six Months Ended
(In thousands, except share and per share data) June 30, June 30,

2011 2010 2011 2010

(Unaudited) (Unaudited)

Net sales $244,005 $231,048 $464,235 $410,399
Cost of sales 180,832 172,659 347,910 308,192
Gross profit 63,173 58,389 116,325 102,207
Selling, general and administrative expenses 40,016 41,803 80,656 78,468
Restructuring and integration expenses 125 1,289 468 2,042
Other income, net 262 136 531 516
Operating income 23,294 15,433 35,732 22,213
Other non-operating income, net 176 162 443 180
Interest expense 1,045 2,002 2,402 3,866
Earnings from continuing operations before taxes 22,425 13,593 33,773 18,527
Provision for income taxes 8,732 5,532 13,069 7,599
Earnings from continuing operations 13,693 8,061 20,704 10,928
Loss from discontinued operations, net of income taxes (355 ) (372 ) (659 ) (868
Net earnings $13,338 $7,689 $20,045 $10,060
Per share data:
Net earnings per common share — Basic:
Earnings from continuing operations $0.60 $0.36 $0.91 $0.49
Discontinued operations (0.02 ) (0.02 ) (0.03 )  (0.04
Net earnings per common share — Basic $0.58 $0.34 $0.88 $0.45
Net earnings per common share — Diluted:
Earnings from continuing operations $0.59 $0.35 $0.90 $0.48
Discontinued operations (0.01 )  (0.01 ) (0.03 ) (0.03
Net earnings per common share — Diluted $0.58 $0.34 $0.87 $0.45
Dividends declared per share $0.07 $0.05 $0.07 $0.05
Average number of common shares 22,867,323 22,570,886 22,787,337 22,493,031
Average number of common shares and dilutive common
shares 23,196,125 23,529,898 23,438,247 22,584,666

See accompanying notes to consolidated financial statements.
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Index
STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December

June 30, 31,

(In thousands, except share and per share data) 2011 2010
(Unaudited)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 13,094 $ 12,135
Accounts receivable, less allowance for discounts and doubtful accounts of $7,319 and
$6,779 for 2011 and 2010, respectively 152,619 104,986
Inventories, net 236,451 241,158
Deferred income taxes 15,729 18,135
Assets held for sale 216 216
Prepaid expenses and other current assets 8,350 8,076
Total current assets 426,459 384,706
Property, plant and equipment, net 61,240 60,666
Goodwill 14,304 1,437
Other intangibles, net 17,075 11,050
Deferred income taxes 13,352 21,347
Other assets 12,577 13,595
Total assets $ 545,007 $ 492,801
LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:
Notes payable $67,805 $52,887
Current portion of long-term debt 108 12,402
Accounts payable 74,421 49,919
Sundry payables and accrued expenses 29,590 29,280
Accrued customer returns 37,306 23,207
Accrued rebates 29,172 23,668
Payroll and commissions 19,441 23,468
Total current liabilities 257,843 214,831
Long-term debt 258 307
Accrued postretirement benefits 5,946 21,044
Other accrued liabilities 18,301 21,944
Accrued asbestos liabilities 25,533 24,792
Total liabilities 307,881 282,918
Commitments and contingencies
Stockholders’ equity:
Common stock — par value $2.00 per share:
Authorized — 30,000,000 shares; issued 23,936,036 shares 47,872 47,872
Capital in excess of par value 78,705 77471

Retained earnings 114,394 97,535
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Accumulated other comprehensive income 7,428 716
Treasury stock — at cost 1,049,180 and 1,276,044 shares in 2011 and 2010, respectively (11,273 ) (13,711 )
Total stockholders’ equity 237,126 209,883
Total liabilities and stockholders’ equity $545,007 $492,801

See accompanying notes to consolidated financial statements.
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Six Months Ended
(In thousands) June 30,
2011 2010
(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net earnings $20,045 $10,060
Adjustments to reconcile net earnings to net cash used in operating activities:
Depreciation and amortization 7,044 6,673
Increase to allowance for doubtful accounts 94 804
Increase to inventory reserves 1,092 2,241
Amortization of deferred gain on sale of building (524 ) (524
Gain on disposal of property, plant and equipment @ ) (151
Equity loss (income) from joint ventures (187 ) 19
Employee stock ownership plan allocation 1,257 817
Stock-based compensation 997 921
Decrease in deferred income taxes 10,401 3,475
Loss on discontinued operations, net of tax 659 868
Change in assets and liabilities:
Increase in accounts receivable (45,783 ) (49,519
Decrease (increase) in inventories 7,442 (19,769
Increase in prepaid expenses and other current assets (13 ) (406
Increase in accounts payable 14,718 26,244
Increase in sundry payables and accrued expenses 15,257 16,983
Net changes in other assets and liabilities (11,481 ) (1,744
Net cash provided by (used in) operating activities 21,011 (3,008
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale of property, plant and equipment 28 12
Net cash received from the sale of land and buildings — 873
Divestiture of joint ventures 1,000 1,000
European distribution business 675 —
Capital expenditures (4,557 ) (5,838
Acquisitions of businesses and assets (26,984 ) (2,024
Net cash used in investing activities (29,838 ) (5,977
CASH FLOWS FROM FINANCING ACTIVITIES
Net borrowings under line-of-credit agreements 14,919 11,366
Principal payments of long-term debt and capital lease obligations (12,344 ) (312
Increase in overdraft balances 9,591 4,739
Proceeds from exercise of employee stock options 145 —
Excess tax benefits related to the exercise of employee stock grants 15 —
Adjustment to costs related to issuance of common stock — 36
Dividends paid (3,186 ) (2,246
Net cash provided by financing activities 9,140 13,583

Effect of exchange rate changes on cash 646 (499
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Net increase in cash and cash equivalents
CASH AND CASH EQUIVALENTS at beginning of period
CASH AND CASH EQUIVALENTS at end of period

Supplemental disclosure of cash flow information:
Cash paid during the year for:

Interest

Income taxes

See accompanying notes to consolidated financial statements.
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY AND COMPREHENSIVE

INCOME

Six Months Ended June 30, 2011

(Unaudited)

Capital
in Excess
(In thousands) Common of Par Retained
Stock Value Earnings

Balance at December 31, 2010 $47,872 $77.471 $97,535
Comprehensive income:

Net income 20,045
Foreign currency translation

adjustment

Pension and retiree medical

adjustment, net of tax

Total comprehensive income

Cash dividends paid (3,186
Stock-based compensation

and related tax benefits 671

Stock options and related tax

benefits 15

Employee Stock Ownership

Plan 548

Balance at June 30, 2011 $47.872 $78,705 $114,394

See accompanying notes to consolidated financial statements.
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1. Basis of Presentation

Standard Motor Products, Inc. (referred to hereinafter in these notes to consolidated financial statements as the
“Company,” “we,” “us,” or “our”) is engaged in the manufacture and distribution of replacement parts for motor vehicles in the
automotive aftermarket industry with an increasing focus on the original equipment service market.

The accompanying unaudited financial information should be read in conjunction with the audited consolidated
financial statements and the notes thereto included in our Annual Report on Form 10-K for the year ended December
31, 2010. The unaudited consolidated financial statements include our accounts and all domestic and international
companies in which we have more than a 50% equity ownership. Our investments in unconsolidated affiliates are
accounted for on the equity method, as we do not have a controlling financial interest. All significant inter-company
items have been eliminated.

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles for interim financial information and with the instructions to Form 10-Q and Rule
10-01 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by generally
accepted accounting principles for complete financial statements. In the opinion of management, all adjustments
(consisting of normal recurring adjustments) considered necessary for a fair presentation have been included. The
results of operations for the interim periods are not necessarily indicative of the results of operations for the entire
year.

Immaterial Correction Related to Prior Periods

During the year ended December 31, 2010, we identified an immaterial correction related to our classification in the
consolidated statements of operations of gains/losses on the sale of long-lived assets.As a result, we have adjusted
certain prior period amounts within continuing operations on the consolidated statements of operations for the three
and six months ended June 30, 2010. Such correction was limited to classification within continuing operations on the
consolidated statements of operations and did not impact the consolidated balance sheet, consolidated statements of
cash flows or the consolidated statements of changes in stockholders’ equity and comprehensive income. See Note 1
of the notes to the consolidated financial statements in our Annual Report on Form 10-K for the year ended December
31, 2010 for additional information.

Note 2. Summary of Significant Accounting Policies

The preparation of consolidated annual and quarterly financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amount of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of our consolidated financial
statements, and the reported amounts of revenue and expenses during the reporting periods. We have made a number
of estimates and assumptions in the preparation of these consolidated financial statements. We can give no assurance
that actual results will not differ from those estimates. Some of the more significant estimates include allowances for
doubtful accounts, realizability of inventory, goodwill and other intangible assets, depreciation and amortization of
long-lived assets, product liability, pensions and other postretirement benefits, asbestos, environmental and litigation
matters, the valuation of deferred tax assets and sales return allowances.

11
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The impact and any associated risks related to significant accounting policies on our business operations is discussed
throughout “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” where such
policies affect our reported and expected financial results. There have been no material changes to our critical
accounting policies and estimates from the information provided in Note 1 of the notes to our consolidated financial
statements in our Annual Report on Form 10-K for the year ended December 31, 2010.

12
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)

Recently Issued Accounting Pronouncements
Presentation of Comprehensive Income

In June 2011, the FASB amended Accounting Standard Codification (“ASC”) 220, Comprehensive Income. The
amendment eliminates the current option to report other comprehensive income and its components in the statement of
changes in stockholders’ equity. In accordance with the amendment an entity has the option to present the total of
comprehensive income, the components of net income, and the components of other comprehensive income in one
continuous statement or in two separate, but consecutive, statements. Additionally, reclassification adjustments from
other comprehensive income to net income will be presented on the face of the financial statements. The amendment
is effective for annual reporting periods beginning after December 15, 2011, which for us is January 1, 2012 with full
retrospective application required. As a result, the adoption of this standard will change how we present other
comprehensive income, as it is currently presented as part of our consolidated statement of changes in stockholders’
equity.

Goodwill Impairment Testing

Goodwill is tested for impairment using a two-step approach. Initially, the fair value of a reporting unit is compared
to its carrying amount. To the extent the carrying amount of a reporting unit exceeds the fair value of the reporting
unit; a second step of comparing the carrying amount to its implied fair value is required, as this is an indication that
the reporting unit goodwill may be impaired. The new standard sets forth a requirement that the second step test must
be performed in circumstances where a reporting unit has a zero or negative carrying amount and there are qualitative
factors, such as those used to determine whether a triggering event would require an interim goodwill impairment test,
which indicate that it is more likely than not that an impairment exists. The new standard is effective for annual
reporting periods beginning after December 15, 2010, which for us was January 1, 2011. Currently, none of our
reporting units have a zero or negative carrying amount. As a result, the adoption of this standard will not have an
immediate impact on the manner in which we conduct our impairment testing.

Revenue Arrangements with Multiple Deliverables

In October 2009, the FASB issued ASU 2009-13, which will update ASC 605, Revenue Recognition, and changes the
accounting for certain revenue arrangements. The new standard sets forth requirements that must be met for an entity
to recognize revenue from the sale of a delivered item that is part of a multiple-element arrangement when other items
have not yet been delivered and requires the allocation of arrangement consideration to each deliverable to be based
on the relative selling price. ASU 2009-13 is effective prospectively for revenue arrangements entered into or
materially modified in the fiscal years beginning on or after June 15, 2010, which for us was January 1, 2011. The
adoption of these provisions did not have a material impact on our consolidated financial position, results of
operations and cash flows.

Note 3. Engine Controls Acquisition
In April 2011, we acquired the Engine Controls business of BLD Products, Ltd., a subsidiary of Qualitor Inc., for $27
million in cash funded by our revolving line of credit. As part of the acquisition, we acquired certain assets and

assumed certain liabilities of BLD’s Engine Controls business in Holland, Michigan, and acquired 100% of the equity

13
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of Novo Products Inc. located in Ocala, Florida. The acquired business is a manufacturer of a range of products
including fuel pressure regulators, air by-pass valves, idle air control valves, and PCV valves. Revenues generated
from the acquired business were approximately $18 million for the year-ended December 31, 2010, of which
approximately 40% of the volume was sold to us.

14
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)

In connection with the purchase, $7.2 million was allocated to customer relationships and will be amortized on a
straight line basis over the estimated useful life of 10 years. Goodwill of $12.9 million was allocated to the Engine
Management Segment and is deductible for income tax purposes. The following table presents the allocation of the
purchase price to the assets acquired and liabilities assumed, based on their fair values (in thousands):

Purchase Price $26,984
Assets acquired and liabilities

assumed:

Inventory 3,826

Other Current Assets 1,947

Property, plant and equipment, net 1,965

Intangible Assets 7,200

Goodwill 12,867

Current Liabilities (821 )

Net assets acquired $26,984

Note 4. Restructuring and Integration Costs
The aggregated liabilities included in “sundry payables and accrued expenses” and “other accrued liabilities™ in the
consolidated balance sheet relating to the restructuring and integration activities as of December 31, 2010 and June 30,

2011 and activity for the six months ended June 30, 2011 consisted of the following (in thousands):

Workforce  Other Exit

Reduction Costs Total
Exit activity liability at December 31, 2010 $6,220 $2,435 $8,655
Restructuring and integration costs:
Amounts provided for during 2011 175 293 468
Non-cash usage, including asset write-downs — (343 ) (343 )
Cash payments (4,241 ) (367 ) (4,608 )
Exit activity liability at June 30, 2011 $2,154 $2,018 $4,172

Restructuring Costs
Voluntary Separation Program

During 2008 as part of an initiative to improve the effectiveness and efficiency of operations, and to reduce costs in
light of economic conditions, we implemented certain organizational changes and offered eligible employees a
voluntary separation package. The restructuring accrual relates to severance and other retiree benefit enhancements to
be paid through 2015. Of the original restructuring charge of $8 million, we have $1.8 million remaining as of June
30, 2011 that is expected to be paid in the amounts of $0.6 million in 2011, $0.5 million in 2012 and $0.7 million for
the period 2013-2015.

15
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)

Activity, by segment, for the six months ended June 30, 2011 related to the voluntary separation program, consisted of
the following (in thousands):

Engine Temperature
Management Control Other Total
Exit activity liability at December 31, 2010 $ 970 $321 $915 $2,206
Restructuring costs:
Amounts provided for during 2011 — — — —
Cash payments (118 ) (38 ) (213 ) (369 )
Exit activity liability at June 30, 2011 $ 852 $283 $702 $1,837

Integration Expenses
Overhead Cost Reduction Program

Beginning in 2007 in connection with our efforts to improve our operating efficiency and reduce costs, we announced
our intention to focus on company-wide overhead and operating expense cost reduction activities, such as closing
excess facilities and reducing redundancies. Integration expenses remaining under this program to date relate
primarily to the closure of our production operations in Corona, California and Edwardsville, Kansas. We expect that
all payments related to the current liability will be made within twelve months.

Activity for the six months ended June 30, 2011 related to our overhead cost reduction program, consisted of the
following (in thousands):

Workforce  Other Exit

Reduction Costs Total
Exit activity liability at December 31, 2010 $853 $686 $1,539
Integration costs:
Amounts provided for during 2011 130 220 350
Non-cash usage, including asset write-downs — (343 ) (343 )
Cash payments (747 ) (194 ) (941 )
Exit activity liability at June 30, 2011 $236 $369 $605

Reynosa Integration Program

During 2008, we closed our Long Island City, New York and Puerto Rico manufacturing facilities and integrated
these operations in Reynosa, Mexico. In connection with the shutdown of the manufacturing operations at Long
Island City, we incurred severance costs and costs associated with equipment removal, capital expenditures and
environmental clean-up. As of June 30, 2011, the reserve balance related to environmental clean-up at Long Island
City of $1.7 million is included in other exit costs.

In connection with the shutdown of the manufacturing operations at Long Island City, we entered into an agreement

with the International Union, United Automobile, Aerospace and Agricultural Implement Workers of America and its
Local 365 (“UAW?”). As part of the agreement, we incurred a withdrawal liability from a multi-employer plan. The

17
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pension plan withdrawal liability is related to trust asset under-performance in a plan that covers our former UAW
employees at the Long Island City facility and is payable quarterly for 20 years at $0.3 million per year, which
commenced in December 2008. In June 2011, we agreed to settle our pension withdrawal liability for $2.8 million
and recorded a gain of $0.3 million in connection with the settlement.

10
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)
Activity for the six months ended June 30, 2011 related to the Reynosa integration program, consisted of the
following (in thousands):

Workforce  Other Exit

Reduction Costs Total
Exit activity liability at December 31, 2010 $3,161 $1,749 $4,910
Integration costs:
Amounts provided for during 2011 (225 ) 43 (182 )
Cash payments (2,936 ) (143 ) (3,079 )
Exit activity liability at June 30, 2011 $— $1,649 $1,649

Engine Controls Relocation

During April 2011, we acquired the Engine Controls business of BLD Products, Ltd., a subsidiary of Qualitor Inc. As
a result of our acquisition, we will incur integration costs within our Engine Management Segment related to
employee severance and the relocation of certain machinery and equipment to our Reynosa, Mexico manufacturing
facility. We expect that all related payments will be made within twelve months.

Activity for the six months ended June 30, 2011 related to the engine controls relocation program, consisted of the
following (in thousands):

Workforce  Other Exit

Reduction Costs Total
Exit activity liability at December 31, 2010 $— $— $—
Integration costs:
Amounts provided for during 2011 270 30 300
Cash payments (189 ) (30 ) (219 )
Exit activity liability at June 30, 2011 $81 $— $81

Integration activity, by segment, for the six months ended June 30, 2011 related to our aggregate integration programs
consisted of the following (in thousands):

Engine Temperature

Management Control Total
Exit activity liability at December 31,
2010 $ 5,580 $ 869 $ 6,449
Integration costs:
Amounts provided for during 2011 504 (36 ) 468
Non-cash usage, including asset
write-downs (343 ) — (343 )
Cash payments (3,428 ) (811 ) (4,239 )
Exit activity liability at June 30, 2011 $ 2313 $ 22 $ 2335
Assets Held for Sale
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As of June 30, 2011, we have reported $0.2 million as assets held for sale on our consolidated balance sheet related to
the net book value of vacant land located in the U.K. Following plant closures resulting from integration activities,
this facility had been vacant, and in July 2011, we signed an agreement to sell the property pending the procurement
of satisfactory planning permission. We expect there will be a gain on the sale of the property and will record the
resulting gain in other income (expense), net included in operating income (loss) in the consolidated statement of
operations, upon completion of such sale.

11
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)

Note 5. Sale of Receivables

From time to time, we sell undivided interests in certain of our receivables to financial institutions. We enter these
agreements at our discretion when we determine that the cost of factoring is less than the cost of servicing our
receivables with existing debt. Pursuant to these agreements, we sold $164.7 million and $291.1 million of
receivables during the three months and six months ended June 30, 2011, respectively. Under the terms of the
agreements, we retain no rights or interest, have no obligations with respect to the sold receivables, and do not service
the receivables after the sale. As such, these transactions are being accounted for as a sale. A charge in the amount of
$2.3 million and $4.1 million related to the sale of receivables is included in selling, general and administrative
expense in our consolidated statements of operations for the three months and six months ended June 30, 2011,
respectively, and $1.7 million and $2.9 million for the comparable periods in 2010.

Note 6. Inventories, net

Inventories, which are stated at the lower of cost (determined by means of the first-in, first-out method) or market,
consist of (in thousands):

December
June 30, 31,
2011 2010
(In thousands)
Finished goods, net $153,609 $162,885
Work in process, net 6,502 5,672
Raw materials, net 76,340 72,601
Total inventories, net $236,451 $241,158
Note 7. Credit Facilities and Long-Term Debt
Total debt outstanding is summarized as follows:
December
June 30, 31,
2011 2010
(In thousands)

Revolving credit facilities $67,805 $52,887
15% convertible subordinated debentures (1) — 12,300
Other 366 409
Total debt $68,171 $65,596
Current maturities of debt $67,913 $65,289
Long-term debt 258 307
Total debt $68,171 $65,596

21
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(1)On April 15, 2011, we settled at maturity the $12.3 million principal amount of our 15% convertible subordinated
debentures with funds from our revolving credit facility.

12
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STANDARD MOTOR PRODUCTS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)

Deferred Financing Costs

We had deferred financing cost of $4.1 million and $4.9 million as of June 30, 2011 and December 31, 2010,
respectively. Deferred financing costs are related to our revolving credit facility and 15% convertible subordinated
debentures. Deferred financing costs as of June 30, 2011 are being amortized, assuming no further prepayments of
principal, in the amount of $0.7 million in 2011, $1.5 million in 2012, $1.5 million in 2013 and $0.4 million in 2014.

Revolving Credit Facility

In November 2010, we entered into a Third Amended and Restated Credit Agreement with General Electric Capital
Corporation, as agent, and a syndicate of lenders for a secured revolving credit facility. This restated credit agreement
replaces our prior credit facility (as amended through June 2009) with General Electric Capital Corporation. The
restated credit agreement provides for a line of credit of up to $200 million (inclusive of the Canadian revolving credit
facility described below) and expires in March 2014. Direct borrowings under the restated credit agreement bear
interest at the LIBOR rate plus the applicable margin (as defined), or floating at the index rate plus the applicable
margin, at our option. The interest rate may vary depending upon our borrowing availability. The restated credit
agreement is guaranteed by certain of our subsidiaries and secured by certain of our assets.

Borrowings under the restated credit agreement are collateralized by substantially all of our assets, including accounts
receivable, inventory and fixed assets, and those of certain of our subsidiaries. After taking into account outstanding
borrowings under the restated credit agreement, there was an additional $115.9 million available for us to borrow
pursuant to the formula at June 30, 2011. Outstanding borrowings under the restated credit agreement (inclusive of
the Canadian revolving credit facility described below), which are classified as current liabilities, were $67.8 million
and $52.9 million at June 30, 2011 and December 31, 2010, respectively. At June 30, 2011, the weighted average
interest rate on our restated credit agreement was 3.1%, which consisted of $65 million in direct borrowings at 3% and
an index loan of $2.8 million at 4.5%. At December 31, 2010, the weighted average interest rate on our restated credit
agreement was 3.1%, which consisted of $52 million at 3.1% and an index loan of $0.9 million at 4.5%. During the
six months ended June 30, 2011 our average daily index loan balance was $4.9 million compared to $6.8 million for
the six months ended June 30, 2010 and $7.1 million for the year ended December 31, 2010.

At any time that our average borrowing availability over the previous thirty days is less than $30 million or if our
borrowing availability is $20 million or less, and until such time that we have maintained an average borrowing
availability of $30 million or greater for a continuous period of ninety days, the terms of our restated credit agreement
provide for, among other provisions, financial covenants requiring us, on a consolidated basis, (1) to maintain
specified levels of fixed charge coverage at the end of each fiscal quarter (rolling twelve months), and (2) to limit
capital expenditure levels. As of June 30, 2011, we were not subject to these covenants. Availability under our
restated credit agreement is based on a formula of eligible accounts receivable, eligible inventory and eligible fixed
assets. Our restated credit agreement also permits dividends and distributions by us provided specific conditions are
met.

Canadian Revolving Credit Facility

In May 2010, we amended our Canadian Credit Agreement with GE Canada Finance Holding Company, for itself and
as agent for the lenders. The amended Canadian Credit Agreement provided for the conversion of the then existing
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$10 million line of credit into a revolving credit facility. The Canadian $10 million line of credit is part of the $200
million available for borrowing under our restated credit agreement with General Electric Capital Corporation.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) — (Continued)

In November 2010, we further amended our Canadian Credit Agreement to extend the maturity date of the agreement
to March 2014 and modify certain provisions, including interest rates, to parallel the revolving credit provisions of the
restated credit agreement (see above). The amended credit agreement is guaranteed and secured by us and certain of
our wholly-owned subsidiaries. Direct borrowings under the amended credit agreement bear interest at the same rate
as our restated credit agreement with General Electric Capital Corporation. As of June 30, 2011, we have no
outstanding borrowings under the Canadian line of credit.

Subordinated Debentures

In May 2009, we exchanged $12.3 million aggregate principal amount of our outstanding 6.75% convertible
subordinated debentures due 2009 for a like principal amount of newly issued 15% convertible subordinated
debentures due 2011. The convertible subordinated debentures were subordinated in right of payment to all of our
existing and future senior indebtedness. On April 15, 2011, we settled at maturity the $12.3 million outstanding
principal amount of the 15% convertible subordinated debentures with funds from our revolving credit facility.

Capital Leases

During 2010 and 2009, we entered into capital lease obligations related to certain equipment for use in our operations
of $0.2 million and $0.4 million, respectively. As of June 30, 2011, our remaining capital lease obligations totaled
$0.4 million. Assets held under capitalized leases are included in property, plant and equipment and depreciated over
the lives of the respective leases or over their economic useful lives, whichever is less.

Note 8. Stock-Based Compensation Plans

We account for our stock-based compensation plans in accordance with the provisions of Accounting Standards
Codification 718, “Stock Compensation,” which requires that a company measure the cost of employee services
received in exchange for an award of equity instruments based on the grant-date fair value of the award. That cost is
recognized in the statement of operations over the period during which an employee is required to provide service in
exchange for the award.

Stock Option Grants

The following is a summary of the changes in outstanding stock options for the six months ended June 30, 2011:
Weighted
Average

Weighted  Remaining
Average  Contractual

Exercise Term
Shares Price (Years)
Outstanding at December 31, 2010 312,024 $13.12 3.2
Expired (49,324 ) $15.74 —
Exercised (12,125 ) $11.99 —
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Forfeited, other (1,500 ) $14.23
Outstanding and exercisable at June 30, 2011 249,075 $12.65
14

3.0
3.6
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The aggregate intrinsic value of all outstanding stock options as of June 30, 2011 was $0.6 million. All outstanding
stock options as of June 30, 2011 are fully vested and exercisable. The total intrinsic value of options exercised was
$24,085 for the six months ended June 30, 2011. There were no options granted in the six months ended June 30,
2011.

Restricted and Performance Stock Grants

As part of the 2006 Omnibus Incentive Plan, we currently grant shares of restricted and performance-based stock to
eligible employees and directors. Selected executives and other key personnel are granted performance awards whose
vesting is contingent upon meeting various performance measures with a retention feature. Performance-based shares
are subject to a three year measuring period and the achievement of performance targets and, depending upon the
achievement of such performance targets, they may become vested on the third anniversary of the date of grant. Each
period we evaluate the probability of achieving the applicable targets, and we adjust our accrual

accordingly. Restricted shares granted to employees become fully vested upon the third anniversary of the date of
grant; and for selected key executives certain restricted share grants vest 25% upon the attainment of age 60, 25%
upon the attainment of age 63 and become fully vested upon the attainment of age 65. Restricted shares granted to
directors become fully vested upon the first anniversary of the date of grant. Forfeitures on restricted stock grants are
estimated at 5% for employees and 0% for executives and directors, respectively, based on our evaluation of historical
and expected future turnover.

Our restricted and performance-based share activity was as follows for the six months ended June 30, 2011:

Weighted
Average Grant
Date Fair
Value Per
Shares Share
Balance at December 31, 2010 364,800 $ 10.68
Granted 18,600 $ 13.55
Vested (6975 ) $ 826
Forfeited 6,725 ) $ 10.70
Balance at June 30, 2011 369,700 $ 10.87

We recorded compensation expense related to restricted shares and performance-based shares of $631,250 ($386,950
net of tax) and $551,000 ($320,100 net of tax) for the six months ended June 30, 2011 and 2010, respectively. The
unamortized compensation expense related to our restricted and performance-based shares was $2.3 million at June
30, 2011, and is expected to be recognized as they vest over a weighted average period of 3.2 and 0.8 years for
employees and directors, respectively.

Note 9. Employee Benefits
During the second quarter of 2011, we announced that our postretirement medical benefit plans to substantially all
eligible U.S. and Canadian employees will terminate on December 31, 2016. There will be no change to the eligibility

or plan provided to the 64 former union employees. The remeasurement of the postretirement welfare benefit plan as
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a result of these benefit modifications generated a $14.4 million reduction in the accumulated postretirement benefit
obligation and a $3.6 million curtailment gain. The remaining unrecognized prior service cost is being amortized on a
straight-line basis over the remaining term of the plan. The $3.6 million curtailment gain is included in selling,
general and administrative expenses in the consolidated statement of operations.
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The discount rate assumptions used to determine the remeasurement of the costs and benefit obligation related to our
U.S. and Canadian postretirement plans were 1.87% and 3.75%, respectively. These rates reflect the shorter duration

of our obligation as a result of the negative plan amendments.

The components of net periodic benefit cost for our defined benefit plans and post retirement benefit plans for the
three months and six months ended June 30, 2011 and 2010 were as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,

Pension Benefits 2011 2010 2011 2010
Service cost $37 $22 $74 $45
Interest cost 60 36 120 73
Amortization of prior service cost 27 40 54 80
Actuarial net (gain) loss 92 — 184 —
Net periodic benefit cost $216 $98 $432 $198
Postretirement Benefits
Service cost $20 $41 $74 $96
Interest cost 163 330 462 613
Amortization of prior service cost (1,615 ) (2,257 ) (3,231 ) (4,515
Amortization of transition obligation 1 1 2 2
Actuarial net loss 425 368 770 687
Curtailment gain (3,647 ) — (3,647 ) —
Net periodic benefit cost $4,653 ) $(1,517 ) $(5570 ) $(3.117

For the six months ended June 30, 2011, we made employee benefit contributions of $0.5 million related to our
postretirement plans. Based on current actuarial estimates, we believe we will be required to make approximately
$1.1 million in contributions for 2011.

In August 1994, we established a Supplemental Executive Retirement Plan (SERP) for key employees. Under the
plan, these employees may elect to defer a portion of their compensation and, in addition, we may at our discretion
make contributions to the plan on behalf of the employees. In March 2011, contributions of $0.2 million were made
related to calendar year 2010.

In 2000, we created an employee benefits trust to which we contributed 750,000 shares of treasury stock. We are
authorized to instruct the trustees to distribute such shares toward the satisfaction of our future obligations under
employee benefit plans. The shares held in trust are not considered outstanding for purposes of calculating earnings
per share until they are committed to be released. The trustees will vote the shares in accordance with their fiduciary
duties. During 2011, we contributed to the trust an additional 180,000 shares from our treasury and released 183,000
shares from the trust leaving 3,930 shares remaining in the trust as of June 30, 2011.

Note 10. Fair Value Measurements
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We follow a three-level fair value hierarchy that prioritizes the inputs to measure fair value. This hierarchy requires

entities to maximize the use of “observable inputs” and minimize the use of “unobservable inputs.” The three levels of
inputs used to measure fair value are as follows:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets as of the measurement date.
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Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by

observable market data.

Level 3: Significant unobservable inputs that reflect assumptions that market participants would use in pricing an asset
or liability.

The following is a summary of the carrying amounts and estimated fair values of our financial instruments at June 30,
2011 and December 31, 2010 (in thousands):

June 30, 2011 December 31, 2010
Carrying Carrying
Amount Fair Value Amount Fair Value
Cash and cash equivalents $13,094 $13,094 $12,135 $12,135
Deferred compensation 6,106 6,106 5,978 5,978
Short term borrowings 67,913 67,913 65,289 65,289
Long-term debt 258 258 307 307

For fair value purposes the carrying value of cash and cash equivalents approximates fair value due to the short
maturity of those investments. The fair value of the underlying assets held by the deferred compensation plan are
based on the quoted market prices of the funds in registered investment companies, which are considered Level 1
inputs. The carrying value of our revolving credit facilities, classified as short term borrowings, equals fair market
value because the interest rate reflects current market rates. The fair value of our 15% convertible subordinated
debentures, classified as current borrowings, is based upon the quoted market price, which is considered a Level 1
input.
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Note 11. Earnings Per Share

The following are reconciliations of the earnings available to common stockholders and the shares used in calculating
basic and dilutive net earnings per common share (in thousands, except per share data):

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Basic Net Earnings per Common Shares:
Earnings from continuing operations $13,693 $8,061 $20,704 $10,928
Loss from discontinued operations (355 ) (372 ) (659 ) (868 )
Net earnings available 