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0 TRANSITION REPORT PURSUANT TO SECTIONS 13 OR 15(d) OF THE SECURITIES
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New Jersey 21-0682685
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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
Securities registered pursuant to Section 12(b) of the Act:
Title of Each Class Name of Each Exchange on Which Registered

Common Stock, $.20 par value NYSE Amex
Securities registered pursuant to Section 12(g) of the Act: None
(Title of class)
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
YESoNO b
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YESoNO Db
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
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or amendment to this Form 10-K. 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 the definitions of large accelerated filer, accelerated filer and smaller reporting

company in Rule 12b-2 of the Exchange Act.

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 oNO p
The aggregate market value of the voting stock held by non-affiliates of the Registrant based on the closing price of
the Common Stock on the last business day of the Registrant s most recently completed second fiscal quarter, as
reported by the NYSE Amex was approximately $16,835,000.
The number of shares of common stock outstanding as of March 1, 2010, was 6,127,089.

DOCUMENTS INCORPORATED BY REFERENCE
Certain information required by Part III of this report (Items 10, 11, 12, 13 and 14) is incorporated by reference from
the Company s proxy statement to be filed pursuant to Regulation 14A with respect to the registrant s 2010 annual
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PART I

ITEM 1. BUSINESS

(a) General Development Of Business

The Company, through its subsidiaries, designs, manufactures and markets power electronics, motion control, power
protection, power quality electromagnetic and specialized communication equipment that is used in a variety of
medical, commercial and military aerospace, computer, datacom, industrial, telecom, transportation and utility
equipment applications. Its products are generally incorporated into larger systems to increase operating performance,
safety, reliability and efficiency. The Company s products are largely sold to Original Equipment Manufacturers
( OEMs ), the utility industry and, to a lesser extent, to commercial distributors.

The Company’s business strategy has been to enhance the growth and profitability of each of its businesses through the
penetration of attractive new market niches, further improvement of operations through the implementation of lean
manufacturing principles and expansion of global capabilities. The Company expects to achieve these goals through
organic growth and strategic acquisitions. The Company also continues to pursue strategic alternatives to maximize
shareholder value. Some of these alternatives have included, and will continue to include, selective acquisitions,
divestitures and sales of certain assets. The Company has provided, and may from time to time in the future provide,
information to interested parties.

On October 23, 2008, the Company 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 with two other financial institutions. The 2008 Credit Facility amends and restates the Company s
previous Revolving Credit Agreement, dated August 3, 2005, as amended (the 2005 Credit Facility ).

As a result of the Company s diminished results during the current economic downturn, the Company was not in
compliance with the interest coverage financial covenant in the second quarter 2009. In response, the lenders to the
2008 Credit Facility agreed to waive compliance with the covenant for the second quarter 2009 and to reset the
covenant terms for the third quarter 2009. The parties also agreed to reduce the maximum credit limit under the 2008
Credit Facility to $40,000,000.

Page 1
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On October 31, 2006, the Company completed the acquisition of MTE Corporation. On January 26, 2006, the
Company, through a wholly-owned subsidiary, completed a tender offer for Ault Incorporated (“Ault”). Subsequent to
the acquisition, Ault was merged with the Company’s wholly-owned subsidiary, Condor D.C. Power Supplies, Inc.,
and the combined entity was renamed SL Power Electronics Corp.

(b) Financial Information About Segments

Financial information about the Company s business segments is incorporated herein by reference to Note 15 in the
Notes to Consolidated Financial Statements included in Part IV of this Annual Report on Form 10-K.

(c) Narrative Description Of Business

Segments

The Company currently operates under four business segments: SL. Power Electronics Corp. ( SLPE ), the High Power
Group, SL Montevideo Technology, Inc. ( SL-MTI ) and RFL Electronics Inc. ( RFL ). Teal Electronics Corp. ( Teal
and MTE Corporation ( MTE ) are combined into one business segment, which is reported as the High Power Group.
Management has combined SLPE and the High Power Group into one business unit classified as the Power
Electronics Group. The Company aggregates operating business subsidiaries into a single segment for financial
reporting purposes if aggregation is consistent with the objectives of ASC 280 Segment Reporting.

SLPE SL Power Electronics Corp. produces a wide range of custom and standard internal and external AC/DC and
DC/DC power supply products to be used in customers end products. The Company s power supplies convert and
closely regulate and monitor power, resulting in stable and highly reliable power. SLPE, which sells products under
three brand names (SL Power Electronics, Condor and Ault), is a major supplier to the OEMs of medical,
industrial/instrumentation, military and information technology equipment. For the years ended December 31, 2009,
December 31, 2008 and December 31, 2007, net sales of SLPE, as a percentage of consolidated net sales from
continuing operations, were 36%, 39% and 45%, respectively.

Page 2
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HIGH POWER GROUP The High Power Group sells products under two brand names: Teal and MTE. Teal designs
and manufactures custom power conditioning and distribution units, which are developed and manufactured for
custom electrical subsystems for OEMs of medical imaging, medical treatment, military aerospace, semiconductor
and advanced simulation systems. MTE designs and manufactures power quality electromagnetic products used to
protect equipment from power surges, bring harmonics into compliance and improve the efficiency of variable speed
motor drives. MTE s standard product lines include: three-phase AC reactors, DC link chokes and a series of
harmonic, RFI/EMI and motor protection filters. Teal and MTE also design and build customer specific and custom
products for special applications. These products are typically used in industrial plants, natural resource harvesting
sites and facilities, and commercial buildings. MTE s net sales are included in the High Power Group from the date of
acquisition, October 31, 2006. For the years ended December 31, 2009, December 31, 2008 and December 31, 2007,
net sales of the High Power Group, as a percentage of consolidated net sales from continuing operations, were 31%,
33% and 29%, respectively.

SL-MTI SL-MTI designs and manufactures high power density precision motors that are used in numerous
applications, including military and commercial aerospace, medical and industrial products. For the years ended
December 31, 2009, December 31, 2008 and December 31, 2007, net sales of SL-MTI, as a percentage of
consolidated net sales from continuing operations, were 19%, 15% and 14%, respectively.

RFL RFL designs and manufactures communication and power protection products/systems that are used to protect
electric utility transmission lines and apparatus by isolating faulty transmission lines from a transmission grid. These
products are sophisticated communication systems that allow electric utilities to manage their high-voltage power
lines more efficiently. RFL provides systems design, commissioning, training, customer service and maintenance for
all of its products. For the years ended December 31, 2009, December 31, 2008 and December 31, 2007, net sales of
RFL, as a percentage of consolidated net sales from continuing operations, were 14%, 13% and 12%, respectively.
Discontinued Operations

SURFTECH SL Surface Technologies, Inc. ( SurfTech ) produced industrial coatings and platings for equipment in the
corrugated paper and telecommunications industries. On November 24, 2003, the Company sold substantially all of
the assets of SurfTech. As a result, SurfTech is reported as a discontinued operation for all periods presented. A
significant portion of the Company s environmental costs, which have been incurred and are expected to be incurred,
are related to the former SurfTech operations.

EME Elektro-Metall Export GmbH ( EME ) manufactured electromechanical actuation systems, power drive units and
complex wire harness systems for use in the aerospace and automobile industries. EME was based in Ingolstadt,
Germany with low cost manufacturing operations in Paks, Hungary. On January 6, 2003, the Company sold all of the
issued and outstanding shares of capital stock of EME. As a result, EME is reported as a discontinued operation for all
periods presented. The Company is currently involved in tax litigation with the German tax authorities. A liability had
been established related to the probable outcome of this litigation.

Page 3
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Raw Materials

Raw material components are supplied by various domestic and international vendors. In general, availability of
materials is not a problem for the Company. In 2009, the Company did not experience the dramatic increase in certain
strategic raw materials as compared to 2008. In particular, steel and copper prices had decreased in fiscal 2009,
compared to the relatively high levels experienced during the first three quarters of fiscal 2008. In 2008, the Company
experienced sharp increases in the cost of certain raw materials, steel increased by approximately 50% during fiscal
2008, compared to fiscal 2007. Also the price of copper experienced significant swings in price from relatively high
levels for the first three quarters in 2008, compared to 2007, to a significant reduction in price during the fourth
quarter of 2008. During 2009, there were no major disruptions in the supply of raw materials.

Raw materials are purchased directly from the manufacturer whenever possible to avoid distributor mark-ups.
Average lead times generally run from immediate availability to 26 weeks. Lead times can be substantially higher for
strategic components subject to industry shortages. In most cases, viable multiple sources are maintained for
flexibility and competitive leverage.

Patents, Trademarks, Licenses, Franchises And Concessions

The Company has proprietary information that it has developed and uses in its business. This proprietary information
is protected by contractual agreements as well as through patents and patents pending, to the extent appropriate. The
patents are protected by federal law. To protect its proprietary information, the Company also enters into
non-disclosure agreements with its employees, vendors and customers. Where appropriate, the Company will take and
has taken all steps necessary to defend its intellectual property.

Seasonality

Generally, seasonality is not a significant factor in any of the Company s segments.

Significant Customers

The Company has no customer that accounts for 10% or more of its consolidated net sales from continuing operations.
Each of SLPE, the High Power Group, SL-MTI and RFL has certain major customers, the loss of any of which could
have a material adverse effect on such segment.

Backlog

At March 7, 2010, March 1, 2009 and March 2, 2008, backlog was $61,966,000, $54,443,000 and $63,055,000,
respectively. The backlog at March 7, 2010 increased by $7,523,000, or 14%, compared to March 1, 2009. Each of
SLPE, SL-MTI and RFL recorded an increase in backlog at March 7, 2010, compared to March 1, 2009.

Competitive Conditions

The Company s businesses are in active competition with domestic and foreign companies with national and
international name recognition that offer similar products or services and with companies producing alternative
products appropriate for the same uses. In addition, SLPE has experienced significant offshore competition for certain
products in certain markets. Each of the Company s businesses seeks to gain an advantage from its competition by
concentrating on customized products based on customer needs. The Company s businesses also seek a competitive
advantage based on quality, service, innovation, delivery and price.

Page 4
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Environmental

The Company (together with the industries in which it operates or has operated) is subject to the environmental laws
and regulations of the United States, People s Republic of China ( China ), Republic of Mexico ( Mexico ) and United
Kingdom concerning emissions to the air, discharges to surface and subsurface waters and generation, handling,
storage, transportation, treatment and disposal of waste materials. The Company and the industries are also subject to
other federal, state and local environmental laws and regulations, including those that require the Company to
remediate or mitigate the effects of the disposal or release of certain chemical substances at various sites, including
some where it has ceased operations. It is impossible to predict precisely what effect these laws and regulations will
have on the Company in the future.

It is the Company s policy to comply with all environmental, health and safety regulations, as well as industry
standards for maintenance. The Company s domestic competitors are subject to the same environmental, health and
safety laws and regulations, and the Company believes that the compliance issues and potential expenditures of its
operating subsidiaries are comparable to those faced by its major domestic competitors.

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 $5,883,000, of which $4,528,000 is included as other long-term liabilities as
of December 31, 2009. 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.

There are two sites on which the Company may incur material environmental costs in the future as a result of past
activities of its former subsidiary, SurfTech. These sites are the Company s properties located in Pennsauken, New
Jersey (the Pennsauken Site ), and in Camden, New Jersey (the Camden Site ). The Company s environmental
contingencies with respect to the Pennsauken Site are fully discussed in Item 3. Legal Proceedings included in Part I
of this Annual Report on Form 10-K.

Page 5

Table of Contents 10



Edgar Filing: SL INDUSTRIES INC - Form 10-K

Table of Contents

With respect to the Camden Site, the Company has reported soil contamination and a groundwater contamination
plume emanating from the site. The Company has been conducting tests and taking other actions to identify and
quantify the contamination and to confirm areas of concern. In the third quarter of 2009, pursuant to an Interim
Response Action ( IRA ) Workplan approved by the New Jersey Department of Environmental Protection (the NJIDEP ),
the Company completed building demolition and excavated and disposed of some of the contaminated soil underlying
the building s foundation. Treatability studies for in-situ remediation of the remaining unsaturated contaminated soil
were completed in 2009. Implementation of a pilot study to remediate contaminated soils in-situ based on the
treatability studies is scheduled to commence in 2010. Treatability studies for the in-situ remediation of the
groundwater contamination at the Site were also conducted in 2009, with another one scheduled to be completed in
2010. Implementation of a pilot study to remediate contaminated groundwater is scheduled to commence in 2010. The
Company reserved $2,250,000 during the last two quarters of 2008 to meet the anticipated expenses of implementing
the IRA Workplan and field pilot studies and conducting routine groundwater monitoring. At December 31, 2009, the
Company has an accrual of $1,365,000 to remediate the Camden Site.

The Company has reported soil and groundwater contamination at the facility of SL-MTI located on its property in
Montevideo, Minnesota. An analysis of the contamination has been completed and a remediation plan has been
implemented at the site pursuant to the remedial action plan approved by the Minnesota Pollution Control Agency.
The remaining steps under this plan are the monitoring of samples. Based on the current information, the Company
believes it will incur remediation costs at this site of approximately $118,000, which has been accrued for at
December 31, 2009. The accrual for this site was $139,000 at December 31, 2008. These costs are recorded as a
component of continuing operations.

Employees

As of December 31, 2009, the Company had approximately 1,400 employees. Of these employees, 164 were subject
to collective bargaining agreements.

Foreign Operations

In addition to manufacturing operations in California, Minnesota, New Jersey and Wisconsin, the Company
manufactures substantial quantities of products in premises leased in Mexicali, Mexico, Matamoros, Mexico and
Tecate, Mexico. The Company has also outsourced the manufacture of some of its products with contract
manufacturers located in Mexico and China. The Company also manufactures products in owned facilities located in
Xianghe, China. These external and foreign sources of supply present risks of interruption for reasons beyond the
Company s control, including political or economic instability and other uncertainties.

Generally, the Company s sales are priced in United States dollars and its costs and expenses are priced in United
States dollars, Mexican pesos and Chinese yuan. Accordingly, the competitiveness of the Company s products relative
to locally produced products may be affected by the performance of the United States dollar compared with that of its
foreign customers and competitors currencies. Foreign net sales comprised 18%, 17% and 16% of net sales from
continuing operations for the years ended December 31, 2009, December 31, 2008 and December 31, 2007,
respectively.

Page 6
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Additionally, the Company is exposed to foreign currency exchange rate fluctuations, which might result from adverse
fluctuations in the value of the Mexican peso and Chinese yuan. At December 31, 2009, the Company had net assets
of $27,000 subject to fluctuations in the value of the Mexican peso and Chinese yuan. At December 31, 2008, the
Company had net assets of $2,007,000 subject to fluctuations in the value of the Mexican peso and Chinese yuan.
Fluctuations in the value of the foreign currencies did not have a material effect on the Company s operations in 2009.
Fluctuations in the value of the foreign currencies did have a greater effect on the Company s operations in 2008,
compared to 2007, as the Chinese yuan strengthened against the United States dollar by approximately 7%. There can
be no assurance that the value of the Mexican peso and Chinese yuan will remain stable relative to the United States
dollar.
SLPE manufactures most of its products in Mexico and China and incurs its labor costs and supplies in Mexican pesos
and Chinese yuan. Teal has transferred a significant amount of its manufacturing to a wholly-owned subsidiary
located in Tecate, Mexico. SL-MTI manufactures a significant portion of its products in Mexico and incurs related
labor costs and supplies in Mexican pesos. MTE also has most of its products manufactured in Mexico. SLPE, the
High Power Group and SL-MTI price and invoice substantially all of their sales in United States dollars. The Chinese
and Mexican subsidiaries of SLPE maintain their books and records in Chinese yuan and Mexican pesos, respectively.
The Mexican subsidiaries of SL-MTI and Teal maintain their books and records in Mexican pesos. For additional
information related to financial information about foreign operations, see Notes 15 and 16 in the Notes to
Consolidated Financial Statements included in Part IV of this Annual Report on Form 10-K.
Additional Information
Additional information regarding the development of the Company s businesses during 2009 and 2008 is contained in
Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations included in Part II
and Notes 1 and 2 of the Notes to the Consolidated Financial Statements included in Part IV of this Annual Report on
Form 10-K.
ITEM 1A. RISK FACTORS
Not applicable.
ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES
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Set forth below are the properties where the Company conducted business as of December 31, 2009.

Location

Ventura, CA

Canton, MA
Mexicali, Mexico
South Molton, United
Kingdom

Beijing, China
Shanghai, China
Shanghai, China
Shanghai, China

Xianghe, China

Xianghe, China

San Diego, CA

Tecate, Mexico

Menomonee Falls, W1

General Character

Administration, design and sales of power
supply products (SLPE)

Design of power supply products (SLPE)

Manufacture and distribution of power supply
products (SLPE)

Sales and distribution of power supply
products (SLPE)

Design of power supply products (SLPE)
Design of power supply products (SLPE)
Design of power supply products (SLPE)
Employee dormitory (SLPE)

Manufacture and distribution of power supply
products and employee dormitory (SLPE)

Employee dormitory (SLPE)
Administration, sales, design and
manufacture of power distribution and

conditioning units (High Power Group)

Manufacture of power distribution and
conditioning units (High Power Group)

Design, sales, manufacture and distribution of

power quality electromagnetic products (High
Power Group)

Page 8

Approx.
Square
Footage

31,200

4,800

62,500

2,500

1,500
8,800

600
1,400

60,600

18,800

35,500

20,800

25,000

Owned or Leased And
Expiration Date

Leased 4/30/2011

Leased 8/31/2013
Leased Monthly
Leased 3/31/2012
Leased 12/31/2011
Leased 7/31/2010
Leased 6/30/2010
Leased 7/31/2010
Owned

Leased 12/31/2010
Leased 12/31/2012
Leased 4/1/2010
Leased 7/31/2010

Table of Contents
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Approx.
Square Owned or Leased And
Location General Character Footage Expiration Date
Montevideo, MN Administration, design, sales and 30,000 Owned
manufacture of precision motors and motion
control systems (SL-MTT)
Matamoros, Mexico Manufacture of precision motors (SL-MTI) 28,300 Leased 12/31/2011
Boonton Twp., NJ Administration, design, sales and 78,000 Owned
manufacture of electric utility equipment
protection systems (RFL)
Pennsauken, NJ Document warehouse (Other) (1 6,000 Owned
Mt. Laurel, NJ Corporate office (Other) 4,200 Leased 11/30/2010

() Formerly used

for industrial

surface finishing

operations.
The Company believes all manufacturing facilities are adequate for current production requirements. The Company
believes that its facilities are sufficient for current operations, maintained in good operating condition and adequately
insured. The Company is planning to relocate its manufacturing facilities in Mexicali, Mexico and Xianghe, China to
more modern facilities in the same general vicinities. Both moves are scheduled for the fourth quarter 2010. Of the
owned properties, none are subject to a major encumbrance material to the operations of the Company.
ITEM 3. LEGAL PROCEEDINGS
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, frequently
involving complaints by terminated employees and disputes with customers and suppliers. In the opinion of
management, such claims are not expected to have a material adverse effect on the financial condition or results of
operations of the Company.
On June 12, 2002, the Company and SurfTech were served with a class action complaint by twelve individual
plaintiffs (the Complaint ) filed in Superior Court of New Jersey for Camden County (the Private Action ). The
Company and SurfTech were two of approximately 28 defendants named in the Private Action. The Complaint
alleged, among other things, that the plaintiffs are subject to an increased risk of disease as a result of consuming
water distributed from the Puchack Wellfield located in Pennsauken Township, New Jersey (which was one of several
water sources that supplied Camden, New Jersey). Medical monitoring of the plaintiff class was sought in the
litigation.
The Private Action arose from similar factual circumstances as a current federal administrative action involving the
Puchack Wellfield, with respect to which the Company has been identified as a potential responsible party ( PRP ). This
action and the Private Action both allege that SurfTech and other defendants contaminated groundwater through the
disposal of hazardous substances at facilities in the area. SurfTech once operated a chrome-plating facility at the
Pennsauken Site. The federal administrative action is discussed below.

Page 9

Table of Contents 14



Edgar Filing: SL INDUSTRIES INC - Form 10-K

Table of Contents

15



Edgar Filing: SL INDUSTRIES INC - Form 10-K

Table of Contents

With respect to the Private Action, the Superior Court denied class certification in June 2006. In 2007, the Superior
Court dismissed the claims of all plaintiffs on statute of limitations grounds. The plaintiffs appealed and lost on all
issues. In January 2010, the New Jersey Supreme Court denied plaintiffs petition for certification to the Supreme
Court, which effectively terminated this litigation with prejudice.

The Company is the subject of other lawsuits and administrative actions that arise from its ownership of the
Pennsauken Site. These actions relate to environmental issues concerning the Pennsauken Landfill and the Puchack
Wellfield. In 1991 and 1992, the New Jersey Department of Environmental Protection (the NJDEP ) served directives
that would subject the Company to, among other things, collective reimbursements (with other parties) for the
remediation of the Puchack Wellfield. The litigation involving the Pennsauken Landfill involved claims under the
Spill Compensation and Control Act (the Spill Act ), other statutes and common law against the Company and
numerous other defendants alleging that they are liable for contamination at and around a municipal solid waste
landfill located in Pennsauken Township, New Jersey. In the first quarter 2009, the Company agreed to terms with the
plaintiffs for the settlement of all pending claims in this case. Accordingly, the case was dismissed with prejudice in
February 20009.

In 2006, the United States Environmental Protection Agency (the EPA ) named the Company as a PRP in connection
with the remediation of the Puchack Wellfield, which it designated a Superfund Site. The Company believes the
recent action by the EPA should supersede the NJDEP directives.

With respect to the EPA matter, the EPA notified the Company that it was a PRP, jointly and severally liable, 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 ). Thereafter, 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.
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. Recently, the Company was informed that this matter has been referred to the U.S.
Department of Justice for its consideration. The Company has contacted the Department of Justice to request a
meeting to discuss the issues in this matter, as well as its participation in any remediation of the Superfund Site.

Page 10
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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 it 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 as mentioned previously. 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 the ultimate resolution or exposure to the Company for this matter.

It is management s opinion that the impact of litigation and environmental administrative actions and related liabilities
brought against the Company and its operations will not have a material adverse effect on its consolidated financial
position or results of operations beyond the reserves specified above. 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. Additional information
pertaining to legal proceedings is found in Note 13 in the Notes to the Consolidated Financial Statements included in
Part IV of this Annual Report on Form 10-K.

ITEM 4. RESERVED
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PART II
ITEM 5. MARKET FOR REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES
The Company s common stock is currently listed on the New York Stock Exchange Amex under the ticker symbol
SLI . On October 1, 2008, the New York Stock Exchange ( NYSE ) Euronext acquired the American Stock Exchange
( AMEX ). As a result, effective December 1, 2008, all AMEX companies were placed in the NYSE Amex listing
platform. Until that time, the Company s common stock was traded on both the NYSE Amex (formerly the AMEX)
and the NASDAQ OMX PHLX ( PHLX ) (formerly the Philadelphia Stock Exchange). On December 24, 2008, the
Company announced its intentions to voluntarily delist from the PHLX effective January 15, 2009. This action was
taken solely as a result of the decision of PHLX to terminate its equity trading platform, which termination was
effective October 24, 2008. The delisting from the PHLX did not impact the market for the Company s shares of
common stock. The following table sets forth the high and low closing sales price per share of the Company s common
stock for the periods indicated:

Year Year
Ended December 31, Ended December 31,
2009 2008
HIGH LOW HIGH LOW

Stock Prices
1st Quarter 8.50 2.06 20.97 16.95
2nd Quarter 8.53 4.16 19.89 12.65
3rd Quarter 8.30 5.51 15.25 11.10
4th Quarter 8.49 6.25 13.25 4.75

As of March 1, 2010, there were approximately 573 registered shareholders. The Company does not pay dividends
and has no present intention of making dividend payments in the foreseeable future. The 2008 Credit Facility restricts
the payment of dividends. Additional information pertaining to the 2008 Credit Facility is found in Note 9 in the
Notes to the Consolidated Financial Statements included in Part IV of this Annual Report on Form 10-K.

On December 30, 2008, the Board of Directors authorized the repurchase of up to 500,000 shares of the Company s
stock. Previously, the Board of Directors had authorized the repurchase of up to 560,000 shares of the Company s
common stock. Any repurchases pursuant to the Company s stock repurchase program would be made in the open
market or in negotiated transactions. For the twelve months ended December 31, 2009, the Company did not
repurchase any shares pursuant to its existing stock repurchase program; however, it did purchase 166,363 shares
through its deferred compensation plans. For the twelve months ended December 31, 2008, the Company did not
repurchase any shares pursuant to its existing stock repurchase program; however, it did purchase 30,230 shares
through its deferred compensation plans.
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ISSUER PURCHASES OF EQUITY SECURITIES

Total Number Maximum Number
of Shares of Shares That May
Purchased as
Total Part Yet Be Purchased
Number of Average of Publicly under Publicly
Announced Announced Plans
Shares Price Paid Plans or
Period Purchased per Share or Programs Programs
January 2009 1,800(1) $ 7.96 500,000
February 2009 500,000
March 2009 1,700(1) $ 2.60 500,000
April 2009 500,000
May 2009 58,800(1) $ 6.87 500,000
June 2009 11,200¢1) $ 8.21 500,000
July 2009 2,500(1) $ 7.50 500,000
August 2009 3,200(1) $ 7.50 500,000
September 2009 59,700(1) $ 7.61 500,000
October 2009 16,000(1) $ 8.25 500,000
November 2009 7,100(1) $ 7.97 500,000
December 2009 4,363(1) $ 7.02 500,000
Total 166,363 $ 7.40

() The Company

purchased these

shares other

than through a

publicly

announced plan

or program.
Information relating to securities authorized for issuance under equity compensation plans as of December 31, 2009,
is as follows:

Number of securities
remaining available

for
Number of future issuance under
securities equity
Weighted
to be issued upon average compensation plans
exercise price excluding shares
exercise of of reflected in
outstanding outstanding
options options column (a)
(a) (b) (©
380,266 $ 10.129 160,000
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Equity compensation plans approved by security
holders

Equity compensation plans not approved by

security holders none

Total 380,266 $ 10.129 160,000
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ITEM 6. SELECTED FINANCIAL DATA
Selected consolidated financial data with respect to the years ended December 31, 2009, 2008, 2007, 2006 and 2005
are presented below.

Years Ended December 31,
2009 2008 2007 2006 2005
(amounts in thousands except per share data)

Net sales $ 147,551 $ 185954 $ 200,863 $ 176,773 $ 126,873
Income from continuing operations $ 3,564 $ 4636 $ 10274 $ 6,360 $ 7,620
(Loss) from discontinued operations @ $ 628) $ (2302) $ (1863 $ (3307 $ (473)
Net income & $ 2,936 $ 2,334 $ 8411 $ 3,553 $ 7,147
Diluted net income per common share ~ $ 049 $ 039 $ 143 $ 061 $ 1.25
Shares used in computing diluted net

income per common share 6,015 5,948 5,876 5,823 5,738
Cash dividend per common share $ $ $ $ $

Year-end financial position

Working capital $ 35064 $ 29528 $ 30,606 $ 27,511 $ 25,807
Current ratio 4 2.68 2.22 2.10 1.94 2.40
Total assets & $ 99451 $ 98980 $ 104,673 $ 106,543 $ 70,314
Long-term debt $ $ $ 6,000 $ 19,800 $
Shareholders equity $ 69,100 $ 64860 $ 61,629 $ 50419 $ 46,645
Book value per share $ 11.27  $ 1098 $ 1054 $ 894 % 8.33
Other

Capital expenditures (© $ 838 % 2426 $ 1,742  $ 3,055 $ 1,904
Depreciation and amortization $ 3395 $ 3652 $ 3,600 $ 2,605 $ 1,986

(1) On January 26,
2006, the
Company
completed the
acquisition of
Ault. On
October 31,
2006, the
Company
completed the
acquisition of
MTE. Sales and
operating results
for both entities
are included in
fiscal year 2006
from the date of
acquisition.

(2) Discontinued
operations for
the periods
indicated largely
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3)

)

®)

(6)

relate to
expenses for
environmental
remediation
activities
associated with
SurfTech.

Fiscal 2008
includes a
provision for
environmental
remediation of
$1,410,000, net
of tax. Fiscal
2006 includes a
provision for
environmental
remediation of
$2,480,000, net
of tax.

The current
ratio
calculations for
all years
exclude net
current assets
and liabilities
held for sale.

Deferred tax
assets and
liabilities, as of
December 31,
2008, have been
reclassified to
include a
deferred tax
liability for
foreign taxes
previously
reported as
accrued income
taxes.

Excludes assets
acquired in
business
combinations.
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ITEM 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Forward-Looking Statements

In addition to other information in this Annual Report on Form 10-K, this Management s Discussion and Analysis of
Financial Condition and Results of Operations contain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. These statements are based on current expectations and the current
economic environment. These statements are not guarantees of future performance. They involve a number of risks
and uncertainties that are difficult to predict, including, but not limited to, the Company s ability to implement its
business plan, retain key management, anticipate industry and competitive conditions, realize operating efficiencies,
secure necessary capital facilities and obtain favorable determinations in various legal and regulatory matters. Actual
results could differ materially from those expressed or implied in the forward-looking statements. Some important
assumptions and other critical factors that could cause actual results to differ materially from those in the
forward-looking statements are specified in the Company s filings with the SEC, including the Company s Quarterly
Reports on Form 10-Q and Current Reports on Form 8-K.
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The Company, through its subsidiaries, designs, manufactures and markets power electronics, motion control, power
protection, power quality electromagnetic and specialized communication equipment that is used in a variety of
commercial and military aerospace, computer, datacom, industrial, medical, telecom, transportation and utility
equipment applications. The Company is comprised of four domestic business segments, three of which have
significant manufacturing operations in Mexico. SLPE has manufacturing, engineering and sales capability in China.
Most of the Company s sales are made to customers who are based in the United States. Over the last three years sales
to international markets have amounted to 18%, 17% and 16% of the Company s consolidated net sales. The Company
places an emphasis on highly engineered, well-built, high quality, dependable products and is dedicated to continued
product enhancement and innovation.

The Company s business strategy has been to enhance the growth and profitability of each of its businesses through the
penetration of attractive new market niches, further improvement of operations through the implementation of lean
manufacturing principles and expansion of global capabilities. The Company expects to achieve these goals through
organic growth and strategic acquisitions. The Company also continues to pursue strategic alternatives to maximize
shareholder value. Some of these alternatives have included, and will continue to include, selective acquisitions,
divestitures and sales of certain assets. The Company has provided, and may from time to time in the future provide,
information to interested parties.

Organization Of Financial Information

The Company s Management s Discussion and Analysis provides material historical and prospective disclosures
intended to enable investors and other users to assess the Company s financial condition and results of operations.
Statements that are not historical are forward-looking and involve risks and uncertainties, as discussed under the
caption Forward-Looking Statements at the beginning of Item 7 of this Annual Report on Form 10-K. The
consolidated financial statements and notes are presented in Part IV of this Annual Report on Form 10-K. Included in
the consolidated financial statements are the Consolidated Balance Sheets, Consolidated Statements of Income,
Consolidated Statements of Comprehensive Income, Consolidated Statements of Shareholders Equity and
Consolidated Statements of Cash Flows. The notes, which are an integral part of the consolidated financial statements,
provide additional information required to fully understand the nature of amounts included in the consolidated
financial statements. Additionally, in Note 15, the Company provides a summary of net sales, income from continuing
operations before income taxes, total assets, intangible assets, capital expenditures, depreciation and amortization by
reportable segment. The Company s Management s Discussion and Analysis provides a more detailed discussion
related to the operations of business segments.
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In the sections that follow, statements with respect to 2009 or fiscal 2009 refer to the twelve month period ending
December 31, 2009. Statements with respect to 2008 or fiscal 2008 refer to the twelve month period ending
December 31, 2008.

Significant Transactions And Financial Trends

Included in the financial sections of this Annual Report on Form 10-K is a description of significant transactions or
events that have materially affected earnings, cash flow and business trends. The Company s Management s Discussion
and Analysis for fiscal 2009 also includes income and charges related to discontinued operations of $628,000, net of
tax. The Company recorded cash flow from continuing operations of $11,896,000 in 2009 and maintained no bank
debt at December 31, 2009. In 2009, the Company also incurred a restructuring charge of $690,000, of which
$535,000 was recorded at SLPE and $155,000 was recorded at the High Power Group. Of these charges, $534,000
was recorded in the second quarter, $16,000 was recorded in the third quarter and $140,000 was recorded in the fourth
quarter. The restructuring charges recorded at SLPE primarily relate to workforce reductions of both direct and
indirect personnel. The restructuring charges recorded by the High Power Group relate to exit costs related to the
move out of its leased facility in Juarez, Mexico to the Company s existing facilities in Mexicali, Mexico. There were
no employee termination costs related to this move. Additional information with respect to restructuring charges is
found in Note 11 in the Notes to the Consolidated Financial Statements included in Part IV of this Annual Report on
Form 10-K.

Significant transactions in 2008 that impacted the Company s financial results and cash flows include the pay down of
bank debt in the net amount of $6,000,000 and the establishment of a reserve of $3,621,000 related to environmental
matters. The charge for the environmental reserve was $2,269,000, net of tax, and was recorded as part of
discontinued operations. The Company also established a restructuring charge of $677,000, of which $397,000 was
recorded at SLPE and $280,000 was recorded at the High Power Group. Of these charges, $518,000 was recorded in
the third quarter and $159,000 was recorded in the fourth quarter.

Business Trends

The Company experienced severe pressure on sales and income due to the global economic downturn, which began in
the second half of 2008 and extended through 2009. Given