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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(In thousands)

(unaudited)
March 31,
2010
Assets
Current assets:
Cash $65
Accounts receivable, net of allowance for doubtful
accounts of $178 and $164, respectively 4,137
Inventories 8,173
Prepaid and other current assets 530
Deferred income taxes 383
Total current assets 13,288
Inventories, net non-current 6,982
Property, plant and equipment, net of accumulated
depreciation and amortization 3,922
License agreements, net 510
Other assets, net 219
Deferred income taxes 1,898
$26,819
Liabilities and Stockholders’ Equity
Current liabilities:
Current portion of long-term debt $1,648
Accounts payable 1,068
Accrued compensation 612
Accrued benefit liability 297
Income taxes payable 49
Other accrued expenses 162
Total current liabilities 3,836
Long-term debt 3,008
Commitments and contingencies -
Stockholders’ equity:
Preferred stock, $.001 par value; authorized 5,000 shares;
No shares outstanding -
Common stock, $.001 par value; authorized 25,000 shares, 8,465 shares
Issued 8
Paid-in capital 25,363

Retained earnings 3,206

December 31,
2009

$14

4,059
8,149
590
383
13,195
5,637

4,000
207

235
1,898
$25,172

$228
1,065
199
297
49
114
1,952

3,065

25,339
3,411



Edgar Filing: BLONDER TONGUE LABORATORIES INC - Form 10-Q

Accumulated other comprehensive loss (1,264)
Treasury stock, at cost, 2,272 and 2,273 shares respectively (7,338)
Total stockholders’ equity 19,975

$26,819

See accompanying notes to consolidated financial statements

(1,264)
(7,339)
20,155
$25,172
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

(unaudited)

Net sales

Cost of goods

sold

Gross profit

Operating expenses:
Selling

General and administrative
Research and development

Earnings (loss) from

operations

Other expense - interest expense

(net)

Earnings (loss) from continuing operations before income
taxes

Provision (benefit) for income

taxes

Earnings (loss) from continuing

operations

Discontinued operations :

Income from discontinued operations (net of tax)
Income from disposal of subsidiary

Total discontinued operations

Net earnings

(loss)

Basic and diluted earnings (loss) per share from continuing
operations

Basic and diluted income (loss) per share from
discontinued operations

Basic and diluted income per share from disposal of
subsidiary

Basic and diluted net earnings (loss) per
share
Basic and diluted weighted average shares outstanding

Three Months Ended
March 31,
2010 2009

$5,594 $8,933
3,079 5,279
2,515 3,654
874 1,112
1,159 1,526
643 585
2,676 3,223
(161) 431
(44) (38)
(205) 393
(205) 393
- 4
- 62
- 66
$(205) $459
$(0.03) $0.06
- 0.01
- 0.01
$(0.03) $0.07
6,191 6,191
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See accompanying notes to consolidated financial statements
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(unaudited)
Three Month Ended
March 31,
2010 2009
Cash Flows From Operating Activities:
Net earnings $(205) $459
(loss)
Adjustments to reconcile net earnings (loss) to cash provided by
(used in) operating activities:
Stock compensation expense 24 65
Gain on disposal of assets of subsidiary - (62)
Depreciation 89 106
Amortization 81 35
Allowance for doubtful 15 (58)
accounts
Provision for inventory reserves 165 169
Changes in operating assets and liabilities:
Accounts (93) 998
receivable
Inventories (1,534) (1,043)
Prepaid and other current (228) (59)
assets
Other assets 16 (69)
Accounts payable, accrued compensation and other accrued 464 (889)
expenses
Net cash used in operating (1,206) (348)
activities
Cash Flows From Investing Activities:
Capital (11) 44)
expenditures
Proceeds from sale of subsidiary - 62
Acquisition of (96) -
licenses
Net cash provided by (used in) investing activities (107) 18

Cash Flows From Financing Activities:
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Borrowings of 6,965 -
debt
Repayments of (5,602) (559)
debt
Proceeds from exercise of stock options 1 -
Net cash provided by (used in) financing 1,364 (559)
activities
Net increase (decrease) in 51 (889)
cash
Cash, beginning of 14 2,469
period
Cash, end of $65 $1,580
period
Supplemental Cash Flow Information:
Cash paid for $50 $51
interest
Cash paid for income - -
taxes

See accompanying notes to consolidated financial statements.
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
(unaudited)

Note 1 - Company and Basis of Presentation

Blonder Tongue Laboratories, Inc. (the “Company”) is a technology-development and manufacturing company that
delivers encoding, digital transport, and broadband product solutions to the cable markets the Company serves,
including the multi-dwelling unit market, the lodging/hospitality market and the institutional market including,
hospitals, prisons and schools, primarily throughout the United States. The consolidated financial statements include
the accounts of Blonder Tongue Laboratories, Inc. and subsidiaries. Significant intercompany accounts and
transactions have been eliminated in consolidation.

The results for the first quarter of 2010 are not necessarily indicative of the results to be expected for the full fiscal
year and have not been audited. In the opinion of management, the accompanying unaudited consolidated financial
statements contain all adjustments, consisting primarily of normal recurring accruals, necessary for a fair statement of
the results of operations and cash flows for the periods presented and the consolidated balance sheet at March 31,
2010. Certain information and footnote disclosures normally included in financial statements prepared in accordance
with generally accepted accounting principles have been condensed or omitted pursuant to SEC rules and
regulations. These financial statements should be read in conjunction with the financial statements and notes thereto
that were included in the Company’s latest annual report on Form 10-K for the year ended December 31, 2009.

Note 2- Earnings (loss) Per Share

Earnings (loss) per share are calculated in accordance with accounting standards which provides for the calculation of
“basic” and “diluted” earnings (loss) per share. Basic earnings (loss) per share includes no dilution and is computed by
dividing net earnings by the weighted average number of common shares outstanding for the period. Diluted earnings
(loss) per share reflect, in periods in which they have a dilutive effect, the effect of common shares issuable upon
exercise of stock options. The diluted share base excludes incremental shares of 1,479 and 1,601 related to stock
options for the three month period ended March 31, 2010 and 2009, respectively. These shares were excluded due to
their antidilutive effect.

Note 3 — New Accounting Pronouncements

In June 2009, FASB issued ASC Topic 810-10 “Consolidation — Variable Interest Entities” (“ASC Topic 810-107), to
improve financial reporting by enterprises involved with variable interest entities and to provide more relevant and
reliable information to users of financial statements. The Statement is effective as of the beginning of each reporting
entity’s first annual reporting period that begins after November 15, 2009, for interim periods within that first annual
reporting period, and for interim and annual reporting periods thereafter. Earlier application is prohibited. The
adoption of this Statement did not have a material impact on the Company’s consolidated financial statements.

In August 2009, FASB issued Accounting Standards Update 2009-05 which includes amendments to Subtopic
820-10, “Fair Value Measurements and Disclosure--Overall.” The update provides clarification that in circumstances in
which a quoted price in an active market for the identical liability is not available, a reporting entity is required to

9
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measure fair value using one or more of the techniques provided for in this update. The amendments in this update
clarify that a reporting entity is not required to include a separate input or adjustment to other inputs relating to the
existence of a restriction that prevents the transfer of the liability and also clarifies that both a quoted price in an active
market for the identical liability at the measurement date and the quoted price for the identical liability when traded as
an asset in an active market when no adjustments to the quoted price of the asset are required are Level 1 fair value
measurements. The adoption of this standard did not have a material impact on the Company’s consolidated financial
statements.

The FASB has published FASB Accounting Standards Update 2009-13, “Revenue Recognition (Topic 605)-Multiple
Deliverable Revenue Arrangements,” which addresses the accounting for multiple-deliverable arrangements to enable
vendors to account for products or services (deliverables) separately rather than as a combined unit. Specifically, this
guidance amends the criteria in Subtopic 605-25, “Revenue Recognition-Multiple-Element Arrangements,” for
separating consideration in multiple-deliverable arrangements. This guidance establishes a selling price hierarchy for
determining the selling price of a deliverable, which is based on: (a) vendor-specific objective evidence; (b)
third-party evidence; or (c) estimates. This guidance also eliminates the residual method of allocation and requires
that arrangement consideration be allocated at the inception of the arrangement to all deliverables using the relative
selling price method and also requires expanded disclosures. FASB Accounting Standards Update 2009-13 is
effective prospectively for revenue arrangements entered into or materially modified in fiscal years beginning on or
after June 15, 2010. Early adoption is permitted. The adoption of this standard is not expected to have a material
impact on the Company’s consolidated financial statements.

10
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
(unaudited)

The FASB, the Emerging Issues Task Force and the SEC have issued certain other accounting standards updates and
regulations as of March 31, 2010 that will become effective in subsequent periods; however, management of the
Company does not believe that any of those updates would have significantly affected the Company’s financial
accounting measures or disclosures had they been in effect during 2010 or 2009, and it does not believe that any of
those pronouncements will have a significant impact on the Company’s consolidated financial statements at the time
they become effective.

11
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands)
(unaudited)

Note 4 — Inventories

Inventories net of reserves are summarized as follows:

(unaudited)

March 31, Dec. 31,

2010 2009
Raw Materials $6,903 $6,726
Work in process 1,660 1,508
Finished Goods 9,282 8,125
17,845 16,359
Less current inventory (8,173) (8,149)
9,672 8,210
Less Reserve primarily for excess inventory (2,690) (2,573)

$6,982 $5,637
Inventories are stated at the lower of cost, determined by the first-in, first-out (“FIFO”’) method, or market.

The Company periodically analyzes anticipated product sales based on historical results, current backlog and
marketing plans. Based on these analyses, the Company anticipates that certain products will not be sold during the
next twelve months. Inventories that are not anticipated to be sold in the next twelve months, have been classified as
non-current.

Approximately 52% and 49% of the non-current inventories were comprised of finished goods at March 31, 2010 and
December 31, 2009, respectively. The Company has established a program to use interchangeable parts in its various
product offerings and to modify certain of its finished goods to better match customer demands. In addition, the
Company has instituted additional marketing programs to dispose of the slower moving inventories.

The Company continually analyzes its slow-moving, excess and obsolete inventories. Based on historical and
projected sales volumes and anticipated selling prices, the Company establishes reserves. Products that are
determined to be obsolete are written down to net realizable value. If the Company does not meet its sales
expectations, these reserves are increased. The Company believes reserves are adequate and inventories are reflected
at net realizable value.

Note 5 — Debt

On August 6, 2008, the Company entered into a Revolving Credit, Term Loan and Security Agreement with
Sovereign Business Capital (“Sovereign™), a division of Sovereign Bank (“Sovereign Agreement”), pursuant to which the
Company obtained an $8,000 credit facility from Sovereign (the “Sovereign Financing”). The Sovereign Financing
consists of (i) a $4,000 asset based revolving credit facility (“Revolver”) and (ii) a $4,000 term loan facility (“Term
Loan”), each of which has a three year term. The amounts which may be borrowed under the Revolver are based on

12
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certain percentages of Eligible Receivables and Eligible Inventory, as such terms are defined in the Sovereign
Agreement. The obligations of the Company under the Sovereign Agreement are secured by substantially all of the
assets of the Company.

Under the Sovereign Agreement, the Revolver bears interest at a rate per annum equal to the prime lending rate
announced from time to time by Sovereign (“Prime”) plus 0.25%. The Term Loan bears interest at a rate per annum
equal to Prime plus 0.50%. Prime was 3.25% on March 31, 2010.

The Revolver terminates on August 5, 2011, at which time all outstanding borrowings under the Revolver are due. As
of March 31, 2010, the Company had $1,419 outstanding under the Revolver. The Term Loan matures on August 5,
2011 and requires equal monthly principal payments of approximately $17 each, plus interest, with the remaining
balance due at maturity. The loans are subject to a prepayment penalty if satisfied in full prior to the second
anniversary of the effective date of the loans. During the first quarter ended March 31, 2009, the Company made an
elective $500 additional Term Loan payment.

13
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
(unaudited)

The Sovereign Agreement contains customary representations and warranties as well as affirmative and negative
covenants, including certain financial covenants. The Sovereign Agreement contains customary events of default,
including, among others, non-payment of principal, interest or other amounts when due.

Note 6 — Discontinued Operations

The accompanying financial statements for all periods presented have been presented to reflect the accounting of
discontinued operations for the disposal of certain subsidiaries during the three-month period ended March 31, 2009.

The Company classifies disposal of a subsidiary in discontinued operations when the operations and cash flows of the
subsidiary have been eliminated from ongoing operations and when the Company will not have any significant
continuing involvement in the operation of the subsidiary after disposal. For purposes of reporting the operations of
the subsidiary meeting the criteria of discontinued operations, the Company reports net revenue, gross profit and
related selling, general and administrative expenses that are specifically identifiable to the subsidiary as discontinued
operations.

On December 15, 2006, the Company and its former subsidiary BDR Broadband, LLC (“BDR”) entered into a
Membership Interest Purchase Agreement (“Purchase Agreement”) with DirecPath Holdings, LLC, a Delaware limited
liability company (“DirecPath”), pursuant to which and on such date, the Company sold all of the issued and outstanding
membership interests of BDR to DirecPath.

Pursuant to the Purchase Agreement, DirecPath paid the Company an aggregate purchase price of $3,130 in cash,

resulting in a gain of approximately $880 on the sale, after certain post-closing adjustments, including an adjustment

for cash, an adjustment for working capital and adjustments related to the number of subscribers for certain types of

services, all as of the closing date and as set forth in the Purchase Agreement. A portion of the purchase price in the

amount of $37, was held in an escrow account, and was included as part of the prepaid and other current assets as of

December 31, 2008, pursuant to an Escrow Agreement dated December 15, 2006, among the Company, DirecPath and

U.S. Bank National Association, to secure the Company’s indemnification obligations under the Purchase
Agreement. During January 2009, all remaining amounts in the escrow account were released back to the Company

and all indemnification obligations were satisfied. Accordingly, the Company recognized an additional gain of

approximately $62 on the sale.

In addition, in connection with the divestiture transaction, on December 15, 2006, the Company entered into a
Purchase and Supply Agreement with DirecPath, LLC, a wholly-owned subsidiary of DirecPath (“DPLLC”), pursuant to
which DPLLC is contractually obligated to purchase $1,630 of products from the Company, subject to certain
adjustments, over a period of three (3) years. DPLLC purchased $481 of equipment from the Company during the
term of this agreement.

The period in which DPLLC is required to satisfy the purchase commitment may be extended upon the occurrence of
certain events, including if the Company is unable to deliver the products required by DPLLC. The Company and
DPLLC are involved in ongoing discussions regarding an extension of the period of time within which DPLLC can
fulfill its obligation under the Purchase Agreement.

14
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As part of the Company’s on-going implementation of its strategic plan and evaluation of non-core business activities,
the Company made the decision in 2008 to cease the operations of its wholly-owned subsidiary, Hybrid Networks,
LLC (“Hybrid”), and liquidate its assets. Hybrid’s business activities consisted of the operation of video, high-speed data
and/or telephony systems at four multi-dwelling unit communities under certain right-of-entry agreements.

As a result of the above, the Company reflected the disposal of Hybrid and the results of its operations for the three
months ended March 31, 2009 as a discontinued operation. Components of the income (loss) from discontinued
operations are as follows:

15
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BLONDER TONGUE LABORATORIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
(unaudited)

Three
Months
Ended
March 31,
2009
Net sales $24
Cost of goods sold 20
Gross profit
4
General and administrative -
Net income $4

Note 7 — Related Party Transactions

As of March 31, 2010, the Chief Executive Officer was indebted to the Company in the amount of $141, for which no
interest has been charged. This indebtedness arose from a series of cash advances, the latest of which was advanced in
February 2002 and is included in other assets at March 31, 2010 and December 31, 2009. No payments on this
indebtedness have been made since November 2008 when the Chief Executive Officer filed a voluntary petition under
Chapter 11 of the United States Bankruptcy Code and the indebtedness became subject to the automatic stay
provisions of the United States Bankruptcy Code. On July 29, 2009 a plan of reorganization in connection with the
Chief Executive Officer's bankruptcy case was confirmed by the United States Bankruptcy Court for the District of
New Jersey. Under the confirmed plan of reorganization, the Chief Executive Officer will be obligated to pay a
distribution toward repayment of his pre-petition obligation to the Company pro rata with all of his other pre-petition
debts in sixty (60) equal consecutive monthly installments, with payments to commence as soon as practicable under
the terms of the confirmed plan. The actual amount that the Company may expect to receive pursuant to the
confirmed plan and the date on which payments would commence are not presently determinable.

In December 2007, the Company entered into an agreement to provide manufacturing, research and development and
product support to Buffalo City Center Leasing, LLC (“Buffalo City”) for an electronic on-board recorder that Buffalo
City is producing for Turnpike Global Technologies, LLC. The three-year agreement is anticipated to provide up to
$4,000 in revenue to the Company. The Company received $213 and $193 in revenue from Buffalo City in the three
months ended March 31, 2010 and 2009, respectively. In addition, the Company’s accounts receivable included $829
(20%) and $901 (22%) due from Buffalo City at March 31, 2010 and December 31, 2009, respectively. Through
March 31, 2010, the Company has received $2,750 in cumulative revenue under the agreement. A director of the
Company is also the managing member and a vice president of Buffalo City and may be deemed to control the entity
which owns fifty percent (50%) of the membership interests of Buffalo City.

16
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Note 8 — Subsequent Events

The Company has evaluated subsequent events through the filing of its condensed consolidated financial statements
with the SEC.

17
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Forward-Looking Statements

In addition to historical information, this Quarterly Report contains forward-looking statements relating to such
matters as anticipated financial performance, business prospects, technological developments, new products, research
and development activities and similar matters. The Private Securities Litigation Reform Act of 1995 provides a safe
harbor for forward-looking statements. In order to comply with the terms of the safe harbor, the Company notes that a
variety of factors could cause the Company’s actual results and experience to differ materially from the anticipated
results or other expectations expressed in the Company’s forward-looking statements. The risks and uncertainties that
may affect the operation, performance, development and results of the Company’s business include, but are not limited
to, those matters discussed herein in the section entitled Item 2 - Management’s Discussion and Analysis of Financial
Condition and Results of Operations. The words “believe”, “expect”, “anticipate”, “project” and similar expressions identif’
forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking statements,
which reflect management’s analysis only as of the date hereof. The Company undertakes no obligation to publicly
revise these forward-looking statements to reflect events or circumstances that arise after the date hereof. Readers
should carefully review the risk factors described in other documents the Company files from time to time with the
Securities and Exchange Commission, including without limitation, the Company’s Annual Report on Form 10-K for
the year ended December 31, 2009 (See Item 1 — Business; Item 1A — Risk Factors; Item 3 — Legal Proceedings and Item
7 — Management’s Discussion and Analysis of Financial Condition and Results of Operations).

General

The Company was incorporated in November, 1988, under the laws of Delaware as GPS Acquisition Corp. for the
purpose of acquiring the business of Blonder-Tongue Laboratories, Inc., a New Jersey corporation which was founded
in 1950 by Ben H. Tongue and Isaac S. Blonder to design, manufacture and supply a line of electronics and systems
equipment principally for the private cable industry. Following the acquisition, the Company changed its name to
Blonder Tongue Laboratories, Inc. The Company completed the initial public offering of its shares of Common Stock
in December, 1995.

Today the Company is a technology-development and manufacturing company that delivers encoding, digital
transport, and broadband product solutions to the cable markets the Company serves, including the multi-dwelling unit
market, the lodging/hospitality market and the institutional market, including hospitals, prisons and schools, primarily
throughout the United States. The technology requirements of these markets change rapidly and the Company is
continually developing and adding new products. Recently, the Company has focused on the development of products
for digital signal generation and transmission and, during 2008, the Company entered into various agreements for
technologies in concert with its new digital encoder line of products. As a result, the Company has significantly
expanded its digital product line. The evolution of the Company’s product lines will focus on the increased needs
created in the digital space by IPTV, digital video and HDTYV signals and the transport of these signals over state of
the art broadband networks.

In 2008 the Company also took advantage of the Federal Communications Commission’s (FCC) mandated transition to
digital broadcasts which required that all analog broadcasts were to cease in 2009 (“Digital Transition”). The original
date for such termination was February 17, 2009, however this date was extended to June 12, 2009. In connection
with this transition, the Company heavily marketed its digital products to its customer base and, accordingly, the
Company experienced an increase in sales of Digital Transition products during 2008 and to a lesser extent in the first
half of 2009.

18
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In anticipation of the analog shut down on June 12, 2009 due to the Digital Transition, the FCC also granted second
licenses to all broadcasters to begin simulcasting digital signals. As a result, the Company expects to see a continuing
shift in product mix from analog products to digital products. Accordingly, any substantial decrease in sales of analog
products without a related increase in digital products could have a material adverse effect on the Company’s results of
operations, financial condition and cash flows.

The Company’s product lines continue to include equipment and innovative solutions for the high-speed transmission
of data in multiple dwelling unit applications. The Company’s products are used to acquire, distribute and protect the
broad range of communications signals carried on fiber optic, twisted pair, coaxial cable and wireless distribution
systems. These products are sold to customers providing an array of communications services, including television
and high-speed data (Internet), to single family dwellings, multiple dwelling units (“MDUs”), the lodging industry and
institutions such as hospitals, prisons, schools and marinas. The Company’s principal customers are cable system
operators (both franchise and private cable), as well as contractors that design, package, install and in most instances
operate, upgrade and maintain the systems they build, including institutional and lodging/hospitality operators.

10
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A key component of the Company’s strategy is to leverage its reputation across a broad product line, offering one-stop
shop convenience to cable, broadcast, and professional markets and delivering products having a high

performance-to-cost ratio. The Company continues to expand its core product lines, including digital products

(headend and distribution), to maintain its ability to provide all of the electronic equipment necessary to build small

cable systems and much of the equipment needed in larger systems for the most efficient operation and highest

profitability in high density applications. The Company has also divested its interests in certain non-core businesses

as part of its strategy to focus on the efficient operation of its core businesses.

In 2007, the Company commenced an initiative to manufacture products in the People’s Republic of China (“PRC”) in
order to reduce the Company’s manufacturing costs and facilitate a more aggressive marketing program in the private
cable market. The Company’s manufacturing initiative in the PRC entails a combination of contract manufacturing
agreements and purchasing agreements with key PRC manufacturers that can most fully meet the Company’s
needs. In early 2007, the Company entered into a manufacturing agreement with a key contract manufacturer in the
PRC that governs its production of certain of the Company’s products upon the receipt of purchase orders from the
Company. The first products were produced in the PRC during the fourth quarter of 2007. In 2008 and 2009, the
Company’s PRC initiative continued with the transfer of manufacturing for certain high volume, labor intensive
products to the PRC, including many of the Company’s analog products. The Company expects that proprietary
products and those requiring less labor will continue to be manufactured at the New Jersey facility, including most of
the Company’s digital products. The Company expects to continue to implement this ongoing transition in phases over
the next several years with the goal that it will ultimately encompass products representing a significant amount (but
less than a majority) of the Company’s net sales.

In December 2007, the Company entered into an agreement to provide manufacturing, research and development and
product support to Buffalo City Center Leasing, LLC (“Buffalo City”) for an electronic on-board recorder that Buffalo
City is producing for Turnpike Global Technologies, LLC. The three-year agreement is anticipated to provide up to
$4,000,000 in revenue to the Company. The Company received $213,000 and $193,000 in revenue from Buffalo City
in the three months ended March 31, 2010 and 2009, respectively. Through March 31, 2010, the Company has
received $2,750,000 in cumulative revenue under the agreement. A director of the Company is also the managing
member and a vice president of Buffalo City and may be deemed to control the entity which owns fifty percent (50%)
of the membership interests of Buffalo City.

In February 2010, the Company implemented additional cost saving measures through the reduction of head count and
the reduction of outside consultant fees. The Company anticipates that these measures will result in approximately
$1.1 million of annualized operating expense savings. The Company expeces to realize most of this benefit during the
balance of 2010.

In April 2010, the Company obtained a $4.1 million purchase commitment for the first member of its EdgeQAM
family of products (the EQAM-400) from World Cinema Inc., a supplier of Free-to-Guest digital and HD television to
the hospitality market. It is anticipated that these shipments will be made in the second and third quarters of 2010,
during which time the EQAM-400 will be exclusive to World Cinema. Future purchase commitments by World
Cinema would allow them to extend this exclusivity arrangement. The EQAM-400 product accepts high definition
(HD) content received by satellite via its IP Gigabit Ethernet (GbE) input, adds content protection by utilizing
Pro:Idiom™ encryption, and QAM modulates it for distribution over standard coax networks. This purchase
commitment, along with the system’s other ancillary products, could result in as much as $8 million of product sales
during 2010.

Results of Operations
First three months of 2010 Compared with first three months of 2009
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Net Sales. Net sales decreased $3,339,000, or 37.4%, to $5,594,000 in the first three months of 2010 from $8,933,000
in the first three months of 2009. The decrease is primarily attributed to a decrease in sales of analog headend and
digital transition headend products offset by an increase in sales of digital video headend products. Sales of analog
headend products were $1,945,000 and $4,120,000, Digital Transition headend products were $(223,000) (resulting
from product returns) and $724,000, and digital video headend products were $1,742,000 and $1,619,000 in the first
three months of 2010 and 2009, respectively. The overall sales decrease is due to a decrease in demand for the
Company’s products across all product lines resulting from the general deterioration in economic conditions. As
described above, the Company has experienced and expects to continue to see a shift in product mix from analog
products to digital products as a result of the Digital Transition. Moreover, the Company expects that sales of Digital
Transition products will continue to decrease as compared to the same quarter in the prior fiscal year as we move
further past the 2009 deadline for the Digital Transition.
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Cost of Goods Sold. Cost of goods sold decreased to $3,079,000 for the first three months of 2010 from $5,279,000
for the first three months of 2009 and decreased as a percentage of sales to 55.0% from 59.1%. The decrease was
primarily due to decreased sales. The decrease as a percentage of sales was primarily attributed to a more favorable
product mix, including newer, higher margin digital products and the lower costs of manufacturing certain mature
analog products in the PRC. The Company expects cost of goods sold as a percentage of sales to remain
approximately at this new level.

Selling Expenses. Selling expenses decreased to $874,000 for the first three months of 2010 from $1,112,000 in the
first three months of 2009, but increased as a percentage of sales to 15.6% for the first three months of 2010 from
12.5% in the first nine months of 2009. The $238,000 decrease was primarily the result of a decrease in salaries and
fringe benefits of $76,000 due to reduced headcount, a decrease in commissions of $40,000 and a decrease in
consulting fees of $34,000. Management made these reductions in response to general economic conditions and the
Company’s reduced sales level. The percentage increase was the result of reduced net sales.

General and Administrative Expenses. General and administrative expenses decreased to $1,159,000 for the first three
months of 2010 from $1,526,000 for the first three months of 2009, but increased as a percentage of sales to 20.7% for
the first three months of 2010 from 17.1% for the first three months of 2009. The $367,000 decrease was primarily
the result of a reduction in salaries and fringe benefits of $313,000 due to the accrual of executive bonuses of
$306,000 in the first three month of 2009. The percentage increase was primarily the result of reduced net sales.

Research and Development Expenses. Research and development expenses increased to $643,000 in the first three
months of 2010 from $585,000 in the first three months of 2009 and increased as a percentage of sales to 11.5% for
the first three months of 2010 from 6.6% for the first three months of 2009. This $58,000 increase is primarily the
result of an increase in amortization of license fees of $45,000. This increase was part of the Company’s strategy to
increase its research and development capabilities in 2010, particularly with regard to new digital products. The
percentage increase was primarily the result of reduced net sales.

Operating Income (Loss). Operating loss of $(161,000) for the first three months of 2010 represents a reduction from
operating income of $431,000 for the first three months of 2009. Operating loss as a percentage of sales was (2.89%)
in the first three months of 2010 compared to 4.8% in the first three months of 2009.

Other Expense. Interest expense increased to $50,000 in the first three months of 2010 from $49,000 in the first three
months of 2009. The increase is the result of higher average borrowing.

Income Taxes. The current provision for income taxes for the first three months of 2010 and 2009 was zero.
A valuation allowance was recorded for the benefit of the 2009 tax loss and the 2010 impact was not material.

Liquidity and Capital Resources

As of March 31, 2010 and December 31, 2009, the Company’s working capital was $9,452,000 and $11,243,000,
respectively. The decrease in working capital is primarily due to an increase in non-current inventories of $1,534,000
due to the normal buildup of inventory in the first quarter.

The Company’s net cash used in operating activities for the three month period ended March 31, 2010 was $1,206,000,

compared to $348,000 for the three month period ended March 31, 2009, primarily due to an increase in inventories of
$1,534,000.
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Cash used in investing activities for the three month period ended March 31, 2010 was $107,000, which was primarily
attributable to an increase in license fees of $96,000.

Cash provided by financing activities was $1,364,000 for the first three months of 2010, which was primarily
comprised of borrowing of debt of $6,965,000 offset by repayment of debt of $5,602,000.

On August 6, 2008, the Company entered into a Revolving Credit, Term Loan and Security Agreement with
Sovereign Business Capital (“Sovereign™), a division of Sovereign Bank (“Sovereign Agreement”), pursuant to which the
Company obtained an $8,000,000 credit facility from Sovereign (the “Sovereign Financing”). The Sovereign Financing
consists of (i) a $4,000,000 asset-based revolving credit facility (“Revolver”) and (ii) a $4,000,000 term loan facility
(“Term Loan”), each of which has a three-year term. The amounts which may be borrowed under the Revolver are
based on certain percentages of Eligible Receivables and Eligible Inventory, as such terms are defined in the
Sovereign Agreement. The obligations of the Company under the Sovereign Agreement are secured by substantially

all of the assets of the Company.

12

23



Edgar Filing: BLONDER TONGUE LABORATORIES INC - Form 10-Q

Under the Sovereign Agreement, the Revolver bears interest at a rate per annum equal to the prime lending rate
announced from time to time by Sovereign (“Prime”) plus 0.25%. The Term Loan bears interest at a rate per annum
equal to Prime plus 0.50%. Prime was 3.25% at March 31, 2010.

The Revolver terminates on August 5, 2011, at which time all outstanding borrowings under the Revolver are
due. The Term Loan matures on August 5, 2011 and requires equal monthly principal payments of approximately
$17,000 each, plus interest, with the remaining balance due at maturity. The loans are subject to a prepayment penalty
if satisfied in full prior to the second anniversary of the effective date of the loans. During the first quarter ended
March 31, 2009, the Company made an elective $500,000 additional Term Loan payment.

The Sovereign Agreement contains customary representations and warranties as well as affirmative and negative
covenants, including certain financial covenants. The Sovereign Agreement contains customary events of default,
including, among others, non-payment of principal, interest or other amounts when due.

The Company’s primary sources of liquidity are its existing cash balances, cash generated from operations and
amounts available under its credit facility with Sovereign. As of March 31, 2010, the Company had $1,419,000
outstanding under the Revolver with $2,581,000 remaining available for borrowing under the Revolver. The
Company anticipates these sources of liquidity will be sufficient to fund its operating activities, anticipated capital
expenditures and debt repayment obligations for the next twelve months.

The Company’s primary long-term obligations are for payment of the interest and principal on the Company’s Revolver
and Term Loan, both of which expire on August 5, 2011. The Company expects to use cash generated from
operations to meet its long-term debt obligations, and anticipates refinancing its long-term debt obligations at
maturity. The Company considers opportunities to refinance its existing indebtedness based on market
conditions. Although the Company may refinance all or part of its existing indebtedness in the future and will be
required to do so by August 5, 2011, there can be no assurances that it will do so. Changes in the Company’s operating
plans, lower than anticipated sales, increased expenses, acquisitions or other events may require the Company to seek
additional debt or equity financing. There can be no assurance that financing will be available on acceptable terms or
at all. Debt financing, if available, could impose additional cash payment obligations and additional covenants and
operating restrictions. The Company also expects to make financed and unfinanced long-term capital expenditures
from time to time in the ordinary course of business, which capital expenditures were $236,000 in the year ended
December 31, 2009 and were $11,000 in the three months ended March 31, 2010. The Company expects to use cash
generated from operations, amounts available under its credit facility and purchase-money financing to meet any
anticipated long-term capital expenditures.

New Accounting Pronouncements
See Note 3 of the Notes to Consolidated Financial Statements for a full description of recent accounting
pronouncements, including the anticipated dates of adoption and the effects on the Company’s consolidated financial
position and results of operations.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not applicable to smaller reporting companies.

ITEM 4. CONTROLS AND PROCEDURES

The Company maintains a system of disclosure controls and procedures designed to provide reasonable assurance that
information required to be disclosed in the Company’s reports filed or submitted pursuant to the Securities Exchange
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Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized and reported within the time periods
specified in the rules and forms of the Securities and Exchange Commission. Disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that such information is accumulated and
communicated to the Company’s management, including its Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosure. The Company carried out an evaluation, under

the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial
Officer, of the design and operation of the Company’s disclosure controls and procedures as of the end of the period
covered by this report. Based on this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer
concluded that the Company’s disclosure controls and procedures were effective at March 31, 2010.
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During the quarter ended March 31, 2010, there have been no changes in the Company’s internal control over financial
reporting that have materially affected, or are reasonably likely to materially affect, the Company’s internal control
over financial reporting.

PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company is a party to certain proceedings incidental to the ordinary course of its business, none of which, in the
current opinion of management, is likely to have a material adverse effect on the Company’s business, financial
condition, results of operations, or cash flows.

As of March 31, 2010, the Company’s Chief Executive Officer was indebted to the Company in the amount of
$141,000, for which no interest has been charged. This indebtedness arose from a series of cash advances made to the
Chief Executive Officer, the latest of which was advanced in February, 2002. This debt was being repaid at the rate of
$1,000 per month, all of which represented principal payments on the indebtedness, until November 2008 when the
Chief Executive Officer and his spouse filed a voluntary petition under Chapter 11 of the United States Bankruptcy
Code. Since the time of filing, payments on this indebtedness have been subject to the automatic stay provisions of
the United States Bankruptcy Code and, accordingly, no additional payments have been made. On July 29, 2009 a
plan of reorganization in connection with the Chief Executive Officer's bankruptcy case was confirmed by the United
States Bankruptcy Court for the District of New Jersey. Under the confirmed plan of reorganization, the Chief
Executive Officer will be obligated to pay a distribution toward repayment of his pre-petition obligation to the
Company pro rata with all of his other pre-petition debts in sixty (60) equal consecutive monthly installments, with
payments to commence as soon as practicable under the terms of the confirmed plan. The actual amount that the
Company may expect to receive pursuant to the confirmed plan and the date on which payments would commence are
not presently determinable.

ITEM 6. EXHIBITS

Exhibits The exhibits are listed in the Exhibit Index appearing at page 16 herein.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

BLONDER TONGUE LABORATORIES, INC.

Date: May 6, 2010 By: /s/ James A.
Luksch

James A. Luksch

Chief Executive Officer

By: /s/ Eric Skolnik

Eric Skolnik

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT INDEX

Exhibit # Description

3.1

32

31.1

31.2

32.1

16

Restated Certificate of Incorporation of
Blonder Tongue Laboratories, Inc.

Restated Bylaws of Blonder Tongue
Laboratories, Inc., as amended

Certification of James A. Luksch pursuant
to Section 302 of the Sarbanes-Oxley Act
of 2002.

Certification of Eric Skolnik pursuant to
Section 302 of the Sarbanes-Oxley Act of
2002.

Certification pursuant to Section 906 of
Sarbanes-Oxley Act of 2002.

Location

Incorporated by reference from
Exhibit 3.1 to S-1 Registration
Statement No. 33-98070 originally
filed October 12, 1995, as
amended.

Incorporated by reference from
Exhibit 3.2 to Annual Report on
Form 10-K/A originally filed May
9, 2008.

Filed herewith.

Filed herewith.

Filed herewith.
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