Edgar Filing: AMERICAN VANGUARD CORP - Form 10-Q

AMERICAN VANGUARD CORP
Form 10-Q

May 01, 2015
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2015

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission file number 001-13795

AMERICAN VANGUARD CORPORATION

Table of Contents



Edgar Filing: AMERICAN VANGUARD CORP - Form 10-Q

Delaware 95-2588080
(State or other jurisdiction of (LLR.S. Employer
Incorporation or organization) Identification Number)
4695 MacArthur Court, Newport Beach, California 92660
(Address of principal executive offices) (Zip Code)

(949) 260-1200

(Registrant s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer ~ Accelerated Filer X
Non-Accelerated Filer 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 © No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date.

Common Stock, $.10 Par Value 29,118,994 shares as of April 23, 2015.
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PART L. FINANCIAL INFORMATION

Item1. FINANCIAL STATEMENTS

AMERICAN VANGUARD CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE (LOSS)

INCOME
(In thousands, except per share data)

(Unaudited)

Net sales
Cost of sales

Gross profit
Operating expenses

Operating income
Interest expense

Interest capitalized

(Loss) income before provision for income taxes (benefit) and loss on equity investment
Income taxes (benefit) expense

(Loss) income before loss on equity investment
Less net loss from equity method investment

Net (loss) income
Add back net loss attributable to non-controlling interest

Net income attributable to American Vanguard

Change in fair value of interest rate swaps
Foreign currency translation adjustment

Comprehensive (loss) income
Earnings per common share basic
Earnings per common share assuming dilution

Table of Contents

For the three months
ended March 31
2015 2014

$ 66,565 $ 81,095
41,915 52,190

24,650 28,905
24,344 25,199

306 3,706
680 631
(39) (18)
(335) 3,093
(292) 1,016
(43) 2,077
(72)
(43) 2,005
94 154
51 2,159
136
(248) 51

$ (197) $ 2346
$ 00 $ .08

$ 00 $ .07
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Weighted average shares outstanding basic 28,527 28,401
Weighted average shares outstanding assuming dilution 28,839 28,888

See notes to the condensed consolidated financial statements.
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AMERICAN VANGUARD CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except per share data)

ASSETS

(Unaudited)

Current assets:
Cash and cash equivalents
Receivables:

Trade, net of allowance for doubtful accounts of $117 and $166, respectively

Other

Total receivables
Inventories

Prepaid expenses

Income taxes receivable
Deferred income tax assets

Total current assets

Property, plant and equipment, net

Intangible assets, net of applicable amortization
Other assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Current installments of other notes payable
Current installments of other liabilities
Accounts payable
Deferred revenue
Accrued program costs
Accrued expenses and other payables

Total current liabilities

Long-term debt and other notes payable, excluding current installments
Other liabilities, excluding current installments

Deferred income tax liabilities

Table of Contents

Mar. 31,
2015

$ 6,870

82,028
2,784

84,812
166,981
14,565
6,343
8,731

288,302
49,187
98,621
34,606

$470,716

$ 272
1,360
23,981
4,558
57,996
5,729

93,896
85,036

3,022
28,159

Dec. 31,
2014

$ 4,885

86,027
2,396

88,423
165,631
13,415
5,964
8,731

287,049
50,026
100,211
35,885

$473,171

$ 71
1,357
20,411
898
52,546
5,962

81,245
99,455

3,309
28,159
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Total liabilities 210,113
Commitments and contingent liabilities
Stockholders equity:

Preferred stock, $.10 par value per share; authorized 400,000 shares; none issued
Common stock, $.10 par value per share; authorized 40,000,000 shares; issued 31,562,678

shares at March 31, 2015 and 31,550,477 shares at December 31, 2014 3,157
Additional paid-in capital 66,694
Accumulated other comprehensive loss (2,218)
Retained earnings 201,967
269,600
Less treasury stock at cost, 2,450,634 shares at March 31, 2015 and December 31, 2014 (8,269)
American Vanguard Corporation stockholders equity 261,331
Non-controlling interest (728)
Total stockholders equity 260,603
$470,716

See notes to the condensed consolidated financial statements.
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212,168

3,156

66,232
(1,970)

202,488

269,906
(8,269)

261,637
(634)

261,003

$473,171
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AMERICAN VANGUARD CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY
(In thousands, except per share data)
For The Three Months Ended March 31, 2015

(Unaudited)

Common Stock Treasury Stock
Accumulated
Additional Other Non-
Paid-in Retaine@omprehensive AVD Controlling
Shares  Amount Capital Earnings Loss Shares Amount Total Interest Total
Balance,
December 31,
2014 31,550,477 $3,156 $66,232 $202,488 $(1,970) 2,450,634 $(8,269) $261,637 $(634) $261,003
Stocks issued
under ESPP 24,144 2 278 280 280
Cash
dividends on
common stock
($0.02 per
share) (572) (572) (572)
Foreign
currency
translation
adjustment,
net (248) (248) (248)
Stock based
compensation 1,427 1,427 1,427
Stock options
exercised and
grants and
vesting of
restricted
stock units (11,943) (1) (1,244) (1,245) (1,245)
Excess tax
benefits from
share based
payment
arrangements 1 1 1
Net (loss)
income 51 51 94) 43)
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Balance,
March 31,
2015 31,562,678 $3,157 $66,694 $201,967 $(2,218) 2,450,634 $(8,269) $261,331 $(728) $260,603

See notes to the condensed consolidated financial statements.
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AMERICAN VANGUARD CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
For The Three Months Ended March 31, 2015 and 2014

(Unaudited)

Increase (decrease) in cash

Cash flows from operating activities:

Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by (used in) operating
activities:

Depreciation and amortization of fixed and intangible assets
Amortization of other long term assets

Amortization of discounted liabilities

Stock-based compensation

Tax benefit from exercise of stock options

Operating loss from equity method investment

Gain from dilution of equity method investment

Changes in assets and liabilities associated with operations:
Decrease (increase) in net receivables

Increase in inventories

Increase in prepaid expenses and other assets

(Increase) decrease in income tax receivable/payable, net
Increase (decrease) increase in accounts payable

Increase (decrease) in deferred revenue

Increase in other payables and accrued expenses

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Capital expenditures

Net cash used in investing activities

Cash flows from financing activities:

Net (payments) borrowings under line of credit agreement

Payments on other long-term liabilities

Tax benefit from exercise of stock options

Increase in other notes payable

Repurchases of common stock

Net (payments) proceeds from the issuance of common stock (sale of stock under ESPP
and exercise of stock options)

Table of Contents

2015

$ (43

3,954

1,430
49

1,427
(1)

3,611
(1,350)
(1,301)
(378)
3,570
3,660
5214

19,842

(1,522)
(1,522)
(14,400)
(351)

1
200

(965)

2014

$ 2,005

3,733
1,454
69
768
(235)
328
(256)
(30,940)
(18,629)
(3,242)
695
(381)
(2,309)
5,050

(41,890)

(1,816)
(1,816)
47,450
(356)
235
(1,531)

1,018
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Payment of cash dividends

Net cash (used in) provided by financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Effect of exchange rate changes on cash

Cash and cash equivalents at end of period

Form 10-Q

(569)

(16,084)
2,236
4,885

(251)

$ 6,870

See notes to the condensed consolidated financial statements.
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(1,418)
45,398
1,692
6,680
19

$ 8,391
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AMERICAN VANGUARD CORPORATION AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
(In thousands, except per share data)
(Unaudited)

1. The accompanying unaudited condensed consolidated financial statements of American Vanguard Corporation and
Subsidiaries ( AVD ) have been prepared in accordance with generally accepted accounting principles in the United
States of America for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and footnotes required by generally accepted
accounting principles in the United States of America for complete financial statements. In the opinion of
management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation,
have been included. Operating results for the three months ended March 31, 2015 are not necessarily indicative of the
results that may be expected for the year ending December 31, 2015. For further information, refer to the consolidated
financial statements and notes thereto included in the Company s Annual Report on Form 10-K for the year ended
December 31, 2014.

2. Property, plant and equipment at March 31, 2015 and December 31, 2014 consists of the following:

March 31, December 31,

2015 2014
Land $ 2458 $ 2,458
Buildings and improvements 14,385 14,380
Machinery and equipment 108,286 107,899
Office furniture, fixtures and equipment 4,542 4,698
Automotive equipment 374 374
Construction in progress 4,548 3,432

134,593 133,241
Less accumulated depreciation (85,406) (83,215)

$ 49,187 $ 50,026

During the three months ended March 31, 2015, the Company eliminated from assets and accumulated depreciation
$136 of fully depreciated assets.

Substantially all of the Company s assets are pledged as collateral with its banks.

3. Inventories are stated at the lower of cost or market. Cost is determined using the first-in, first-out method. The
components of inventories consist of the following:

Table of Contents 12



Edgar Filing: AMERICAN VANGUARD CORP - Form 10-Q

March 31,

2015
Finished products $ 142,269
Raw materials 24,712
$ 166,981

Table of Contents

December 31,

2014
$ 142,853
22,778
$ 165,631
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4. Based on similar economic and operational characteristics, the Company s business is aggregated into one reportable
segment. Selective enterprise information is as follows:

Three Months Ended
March 31
2015 2014
Net sales:
Insecticides $ 34,359 $ 46,437
Herbicides/soil fumigants/fungicides 21,840 22,931
Other, including plant growth regulators 3,322 3,807
59,521 73,175
Non-crop 7,044 7,920
$ 66,565 $ 81,095
Three Months Ended
March 31
2015 2014
Net sales:
US $ 49,222 $ 57,956
International 17,343 23,139

$ 66,565 $ 81,095

5. Accrued Program Costs - In accordance with Financial Accounting Standards Board ( FASB ) Accounting
Standards Codification ( ASC ) 605, the Company classifies certain payments to its customers as a reduction of sales
revenues. The Company describes these payments as Programs. Programs are a critical part of doing business in the
agricultural chemicals business market place. For accounting purposes, programs are recorded as a reduction in gross
sales and include market pricing adjustments, volume take up or other key performance indicators, driven payments
made to distributors, retailers or growers at the end of a growing season. Each quarter management compares each
sale transaction with published programs to determine what program liability has been incurred. Once this initial
calculation is made for the specific quarter, sales and marketing management along with executive and financial
management review the accumulated program balance and make assessments of whether or not customers are tracking
in a manner that indicates that they will meet the requirements set out in the terms and conditions attached to each
program. If management believes that customers are falling short of or exceeding their annual goals then periodic
adjustments will be made to the accumulated accrual to properly reflect the Company s best estimate of the liability at
the balance sheet date. The majority of adjustments are made at the end of the crop season, at which time customer
performance can be fully assessed. Programs are paid out predominantly on an annual basis, usually in the final
quarter of the financial year or the first quarter of the following year.

6. The Company has declared the following cash dividend in the period covered by this Form 10-Q:

Table of Contents 14
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March 16, 2015
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Distribution Date Record Date
April 17,2015 April 3, 2015

Dividend

Per Share
$0.02

Total

Paid
$572

15
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7. ASC 260 Earnings Per Share ( EPS ) requires dual presentation of basic EPS and diluted EPS on the face of our
condensed consolidated statements of operations and comprehensive (loss) income. Basic EPS is computed as net
income divided by the weighted average number of shares of common stock outstanding during the period. Diluted
EPS reflects potential dilution that could occur if securities or other contracts, which, for the Company, consists of
options to purchase shares of the Company s common stock, are exercised.

The components of basic and diluted earnings per share were as follows:

Three Months Ended
March 31,

2015 2014
Numerator:
Net income attributable to AVD $ 51 $ 2,159
Denominator:
Weighted averages shares outstanding-basic 28,527 28,401
Dilutive effect of stock options and grants 312 487

28,839 28,888

The Company has excluded options to acquire 276,654 shares from fully diluted earnings per share for the three
months ended March 31, 2015 because to include those options would be anti-dilutive. For the three months ended
March 31, 2014, no stock options were excluded from the computation.

8. The Company has a revolving line of credit and various notes payable that together constitute the short-term and
long-term loan balances shown in the condensed consolidated balance sheets at March 31, 2015 and December 31,
2014. These are summarized in the following table:

Indebtedness March 31, 2015 December 31, 2014
Long-  Short- Long-  Short-

$000 s term term Total term term Total

Revolving line of credit $85,000 $ $85,000 $99,400 $ $99,400

Notes payable 36 272 308 55 71 126

Total indebtedness $85,036 $ 272 $85308 $99455 $ 71 $99,526

On June 17, 2013, AMVAC Chemical Corporation ( AMVAC ), the Company s principal operating subsidiary, as
borrower, and affiliates (including the Company), as guarantors and/or borrowers, entered into a Second Amended and
Restated Credit Agreement (the New Credit Agreement ) with a group of commercial lenders led by Bank of the West
(AMVAC s primary bank) as agent, swing line lender and L/C issuer. The new facility also includes both AMVAC
C.V. and AMVAC Netherlands BV (both Dutch subsidiaries) as borrowers. The New Credit Agreement supersedes

the Amended and Restated Credit Agreement ( First Amendment ) dated as of January 10, 2011. The New Credit
Agreement is a senior secured lending facility with a five year term and consists of a revolving line of credit with a
maximum limit of $200 million and an accordion feature with a maximum limit of $100 million. The actual borrowing

Table of Contents 16
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capacity under this facility depends upon its compliance with the key covenants described below. In connection with
AMVAC s entering into the New Credit Agreement, all outstanding indebtedness under the First Amendment was
rolled over into the New Credit Agreement, including the conversion of term loans into revolving debt.

The Company has three key covenants to its senior, secured credit facility with its banking syndicate. The covenants
are as follows: (1) the Company must maintain its borrowings below a certain consolidated funded debt ratio (taking
into account the Company s twelve month trailing EBITDA), (2) the Company has a limitation on its annual spending
on the acquisition of fixed asset capital additions, and (3) the Company must maintain a certain consolidated fixed
charge coverage ratio. As of March 31, 2015 the Company met all covenants in that credit facility.
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At March 31, 2015, based on its performance against the most restrictive covenants listed above, the Company had the
capacity to increase its borrowings by up to $22,710 under the credit facility agreement. This compares to an available
borrowing capacity of $87,814 as of March 31, 2014. This decrease in borrowing availability arises from reduced
financial performance (as measured in EBITDA) for the trailing twelve month period.

On July 18, 2014, AMVAC, as borrower, and affiliates (including the Company), as guarantors and/or borrowers,
entered into a First Amendment to Second Amended and Restated Credit Agreement (the First Amendment ) with a
group of commercial lenders led by Bank of the West (AMVAC s primary bank) as agent, swing line lender and L/C
issuer. Under the First Amendment, the Consolidated Funded Debt Ratio was increased for the third and fourth
quarters of 2014 and the first quarter of 2015, and, further, borrowers are permitted to pay cash dividends to
stockholders during the first and second quarters of 2015 notwithstanding prior net income levels.

During the three month period ended March 31, 2014 (and throughout the balance of 2014, terminating on

December 31, 2014), the Company had in place one interest rate swap contract. While in place, the interest rate swap
contract was accounted for under FASB ASC 815 as a cash flow hedge. The effective portion of the gains or losses on
the interest rate swap were reported as a component of other comprehensive income and reclassified into earnings in
the same period or periods during which the hedged transactions affected earnings. As a result of the termination of
the swap contract, there are no gains or losses in other comprehensive income related to interest rate swap contracts
that are expected to be reclassified to earnings in the coming 12 months.

The following tables illustrate the impact of derivatives on the Company s statement of operations for the quarter
ended March 31, 2015 and the quarter ended March 31, 2014.

The Effect of Derivative Instruments on the Statement of Financial Performance

For the Period Ended March 31

Amount of Gain or

(Loss)
Location of GAinexmt of Gain or (Loss) Recognized
Amount of Gain or Reclassified from Accumulated in Income on
(Loss) Recognize(Lioss) Reclassifi€dCI into Incomk.ocation of Gain orDerivative
OCI on Derivative (Effective (Ineffective
(Effective Portiéndm Accumulated Portion) (Loss) Recognized in Portion)
Derivatives in ASC 815 Cash Flow OClI into Income Income on Derivative
(Effective (Ineffective
Hedging Relationships 2015 2014 Portion) 2015 2014 Portion) 2015 2014
Interest rate contracts $ $ (23) InterestExpense $ $ (159) Interest Expense $ $
Total $  $@23 $ % (159 $ S

9. Reclassification Certain items may have been reclassified in the prior period condensed consolidated financial
statements to conform with the March 31, 2015 presentation.

10. Total comprehensive (loss) income includes, in addition to net income, changes in equity that are excluded from
the condensed consolidated statements of operations and are recorded directly into a separate section of stockholders

Table of Contents 18



Edgar Filing: AMERICAN VANGUARD CORP - Form 10-Q

equity on the condensed consolidated balance sheets. For the three month period ended March 31, 2015, total
comprehensive income consisted of net income attributable to American Vanguard and foreign currency translation
adjustments.

11. Stock Based Compensation Expense The Company accounts for stock-based awards to employees and directors in
accordance with FASB ASC 718, Share-Based Payment, which requires the measurement and recognition of
compensation expense for all share-based payment awards made to employees and directors including shares of
common stock granted for services, employee stock options, and employee stock purchases related to the Employee
Stock Purchase Plan ( employee stock purchases ) based on estimated fair values.

Stock Options During the three months ended March 31, 2015, the Company did not grant any employees options to
acquire shares of common stock.

10
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Option activity within each plan is as follows:

Exercisable
Weighted
Incentive Weighted Average Average
Stock Option Price Per Price

Plans Share Per Share

Balance outstanding, December 31, 2014 724,904 $ 9.22 $ 782
Options exercised, $7.50 (16,650) 7.50
Options forfeited, $11.49 and $13.24 (10,400) 11.49

Balance outstanding, March 31, 2015 697,854 $ 9.21 $ 771

Information relating to stock options at March 31, 2015 summarized by exercise price is as follows:

Exercisable Weighted
QOutstanding Weighted Average Average
Remaining
Life Exercise Exercise
Exercise Price Per Share Shares (Months) Price Shares Price
Incentive Stock Option Plan:
$7.50 404,550 68 $ 7.50 404,550 $ 7.50
$11.32 $14.75 293,304 114 $ 11.56 16,679 $ 12.69
697,854 $ 9.21 421,229  $ 771

The weighted average exercise prices for options granted and exercisable and the weighted average remaining
contractual life for options outstanding as of March 31, 2015 were as follows:

Weighted
Average
Weighted  Remaining
Number Average Contractual Intrinsic
of Exercise Life Value
Shares Price (Months) (thousands)

As of March 31, 2015:
Incentive Stock Option Plans:
Outstanding 697,854 $ 921 87 $ 1,262
Expected to Vest 686,973 $ 9.17 89 $ 1,262
Exercisable 421,229 $ 771 71 $ 1,262

As of March 31, 2015, the intrinsic value of $1,262 is calculated based on the Company s publicly traded closing price
of $10.62 per share as compared to the specific exercise price of each option. At March 31, 2015, 404,550 incentive
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stock options were outstanding, expected to vest and exercisable and have an exercise price below the closing market

price. Incentive stock options in each category in excess of 404,550 (293,304 of outstanding options, 282,423 of those
options expected to vest and 16,679 of those options that are exercisable at March 31, 2015) had exercise price above

$10.62 and were therefore excluded from the intrinsic value computation.

During the three months ended March 31, 2015 and 2014, the Company recognized stock-based compensation
expense, excluding expense related to modifications, related to stock options of $115 and $11, respectively.

As of March 31, 2015, the Company had approximately $1,336 of unamortized stock-based compensation expenses
related to unvested stock options outstanding. This amount will be recognized over the weighted-average period of 2.7

years. This projected expense will change if any stock options are granted or cancelled prior to the respective
reporting periods or if there are any changes required to be made for estimated forfeitures.

11
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Restricted Shares A summary of non-vested shares as of and for the three months ended March 31, 2015 is
presented below:

Weighted

Average

Number Grant-
of Date

Shares Fair Value
Nonvested shares at December 31, 2014 560,842 $ 2144
Granted 30,000 11.42
Vested (192,266) 20.47
Forfeited (422) 14.92
Nonvested shares at March 31, 2015 398,154 $ 21.17

Restricted Shares During the three months ended March 31, 2015, the Company granted a total of 30,000 shares of
common stock. Of these, 7,500 shares will vest after 90 days and the balance will vest one-third each year on the
anniversaries of the employee s employment date. The shares granted in 2015 were average fair valued at $11.42 per
share. The fair value was determined by using the publicly traded share price as of the date of grant. The Company is
recognizing as expense the value of restricted shares over the required service period of three years. During the three
months ended March 31, 2015, there were 422 restricted shares that forfeited, which had an average grant-date value
of $14.92 per share.

During the three months ended March 31, 2014, the Company did not grant any shares of restricted common stock.

During the three months ended March 31, 2015 and 2014, the Company recognized stock-based compensation
expense related to restricted shares of $1,172 and $834, respectively.

As of March 31, 2015, the Company had approximately $4,010 of unamortized stock-based compensation expense
related to unvested restricted shares. This amount will be recognized over the weighted-average period of 1.3 years.
This projected expense will change if any restricted shares are granted or cancelled prior to the respective reporting
periods or if there are any changes required to be made for estimated forfeitures.

Performance Based Shares A summary of non-vested performance based shares as of and for the three months ended
March 31, 2015 is presented below:

Weighted
Average
Number Grant-
of Date
Shares Fair Value
Nonvested shares at December 31, 2014 103,907 $ 17.81
Granted 7,500 10.96

Vested
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Forfeited
Nonvested shares at March 31, 2015 111,407 $ 17.35

Performance Based Shares During the three months ended March 31, 2015, the Company granted a total of 7,500
performance based shares that will cliff vest on January 5, 2018, provided that the recipient is continuously employed
by the Company during the vesting period. Eighty percent of these performance based shares are based upon financial
performance of the Company, specifically, an earnings before income tax ( EBIT ) goal weighted at 50% and a net sales
goal weighted at 30% for the period commencing January 1, 2015 and ending December 31, 2017. The remaining
20% of performance based shares are based upon AVD stock price appreciation over the same performance
measurement period. The EBIT and net sales goal measures the relative growth of the Company s EBIT and net sales
for the performance measurement period, as compared to the median growth of EBIT and net sales for an identified
peer group. The stockholder return goal measures the relative growth of the fair market value of the Company s stock
price over the performance measurement period, as compared to that of the Russell 2000 Index and the median fair
market value of the common stock of the comparator companies, identified in the Company s 2015 Proxy Statement.
All parts of these awards vest in three years, but are subject

12
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to reduction to a minimum (or even zero) for meeting less than the targeted performance and to increase to a
maximum of 200% for meeting in excess of the targeted performance. The Company did not grant any performance
based shares during the comparable period last year.

As of March 31, 2015, performance based shares related to net income and net sales have an average fair value of
$11.42 per share. The fair value was determined by using the publicly traded share price as of the date of grant. The
performance based shares related to the Company s stock price have an average fair value of $9.13 per share. The fair
value was determined by using the Monte Carlo valuation method. For awards with performance conditions, the
Company recognizes share-based compensation cost on a straight-line basis for each performance criteria over the
implied service period when the Company believes it is probable that the performance targets, as defined in the
agreements, will be achieved.

During the three months ended March 31, 2015, the Company recognized stock-based compensation expense related
to performance based shares of $98. During the three months ended March 31, 2014, the Company recognized a
reduction in stock-based compensation expense related to performance based shares of $77.

As of March 31, 2015, the Company had approximately $917 of unamortized stock-based compensation expense
related to unvested performance based shares. This amount will be recognized over the weighted-average period of 1.9
years. This projected expense will change if any performance based shares are granted or cancelled prior to the
respective reporting periods or if there are any changes required to be made for estimated forfeitures.

Performance Incentive Stock Options During the three months ended March 31, 2015 and 2014, the Company did not
grant any employees performance incentive stock options to acquire shares of common stock.

Performance option activity is as follows:

Exercisable
Weighted
Incentive Weighted Average  Average
Stock Option Price Per Price
Plans Share Per Share
Balance outstanding, December 31, 2014 107,689 $ 11.49 $
Balance outstanding, March 31, 2015 107,689 $ 11.49 $

Information relating to stock options at March 31, 2015 summarized by exercise price is as follows:

Exercisable Weighted
QOutstanding Weighted Average Average
Remaining
Life Exercise Exercise
Exercise Price Per Share Shares (Months) Price Shares Price
Performance Incentive Stock Option Plan:
$11.49 107,689 33 $ 11.49 $
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The weighted average exercise prices for options granted and exercisable and the weighted average remaining
contractual life for options outstanding as of March 31, 2015 are as follows:

Weighted
Average
Weighted  Remaining
Number Average  Contractual Intrinsic
of Exercise Life Value
Shares Price (Months) (thousands)
As of March 31, 2015:
Incentive Stock Option Plans:
Outstanding 107,689 $ 11.49 33§
Expected to Vest 107,689 $ 11.49 33 §$
Exercisable $ $

During the three months ended March 31, 2015 the Company recognized stock-based compensation expense,
excluding expense related to modifications, related to performance stock options of $42. There were no performance
incentive stock options issued by the Company prior to those issued during the quarter ended December 31, 2014.

As of March 31, 2015, the Company had approximately $499 of unamortized stock-based compensation expenses
related to unvested performance incentive stock options outstanding. This amount will be recognized over the
weighted-average period of 2.8 years. This projected expense will change if any performance incentive stock options
are granted or cancelled prior to the respective reporting periods or if there are any changes required to be made for
estimated forfeitures.

12. Legal Proceedings During the reporting period, there have been no material developments in legal matters that
were reported in the Company s Form 10-K for the period ended December 31, 2014. One new matter has arisen
during the reporting period:

On or about March 24, 2015, Region 4 of the United States Environmental Protection Agency (USEPA) issued to
registrant s principal opera