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Forward-Looking Statements 

  
This Form 10-Q, including “Management’s Discussion and Analysis of Financial Condition and Results of Operations” (Item 2) 

contains forward-looking statements that involve risks and uncertainties, as well as assumptions that, if they never materialize or prove 
incorrect, could cause our results to differ materially from those expressed or implied by such forward-looking statements. All 
statements other than statements of historical fact are statements that could be deemed forward-looking statements, including any 
projections of revenue, gross profit, expenses, earnings or losses from operations, synergies or other financial items; any statements of 
plans, strategies, and objectives of management for future operations; any statements regarding future economic conditions or 
performance; any statements of expectation or belief; and any statements of assumptions underlying any of the foregoing. The risks, 
uncertainties, and assumptions referred to above include, but are not limited to: 

  
•                  Fluctuations in lift truck orders or deliveries; 
  
•                  Competitive factors in, and the cyclical nature of, the materials handling and construction equipment industries; 
  
•                  Cost and availability of raw materials; 
  
•                  General business and economic conditions in North America, Europe, Asia Pacific and China; 
  
•                  Risks associated with international operations; 
  
•                  Effectiveness of our capital expenditures and cost reduction initiatives; 
  
•                  Foreign currency fluctuations; 
  
•                  Levels of construction; 
  
•                  Environmental matters; 
  
•                  Assumptions relating to pension and other postretirement costs; 
  
•                  Fluctuations in interest rates; 
  
•                  Impact of acquisitions. 
  
We undertake no obligation to publicly revise or update forward-looking statements to reflect events or circumstances that arise 

after the date of this report.  See “Risk Factors” (Item 1A) for additional information on risk factors with the potential to impact our 
business. 
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PART I—FINANCIAL INFORMATION 
  
Item 1. Financial Statements 

  
CASCADE CORPORATION 

CONSOLIDATED STATEMENTS OF INCOME 
(Unaudited — in thousands, except per share amounts) 

  

  
The accompanying notes are an integral part of the consolidated financial statements. 
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    Three Months Ended
 

    April 30
 

    2008 
 

2007
 

Net sales 
 

$ 149,867
 

$ 135,500
 

Cost of goods sold 
 

107,519
 

92,271
 

Gross profit 42,348 43,229
  
Selling and administrative expenses 

 

23,806
 

21,132
 

Loss (gain) on disposition of assets, net 
 

115
 

(35)
Amortization 

 

675
 

798
 

Insurance litigation recovery, net 
 

—
 

(15,977)
  
Operating income 

 

17,752
 

37,311
 

Interest expense 
 

1,131
 

995
 

Interest income (107) (157)
Other expense, net 

 

121
 

78
 

  
Income before provision for income taxes 

 

16,607
 

36,395
 

Provision for income taxes 5,749 12,599
  
Net income $ 10,858 $ 23,796
  
Basic earnings per share 

 

$ 1.01
 

$ 1.99
 

Diluted earnings per share $ 0.98 $ 1.90
  
Basic weighted average shares outstanding 

 

10,782
 

11,966
 

Diluted weighted average shares outstanding 
 

11,098
 

12,545
 



 
CASCADE CORPORATION 

CONSOLIDATED BALANCE SHEETS 
(Unaudited - in thousands, except per share amounts) 

  

  
The accompanying notes are an integral part of the consolidated financial statements. 
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    April 30 
 

January 31
 

    2008 2008
  

ASSETS
     

Current assets: 
Cash and cash equivalents 

 

$ 23,879
 

$ 21,223
 

Accounts receivable, less allowance for doubtful accounts of $1,636 and $1,623
 

101,208
 

93,117
 

Inventories 
 

90,445
 

85,049
 

Deferred income taxes 
 

5,549
 

6,213
 

Prepaid expenses and other 8,720 10,887
Total current assets 229,801 216,489

Property, plant and equipment, net 
 

100,809
 

98,350
 

Goodwill 119,097 118,826
Deferred income taxes 

 

6,594
 

5,948
 

Intangible assets, net 
 

20,277
 

20,916
 

Other assets 1,963 1,971
Total assets 

 

$ 478,541
 

$ 462,500
 

  
LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities: 
     

Notes payable to banks 
 

$ 6,001
 

$ 2,484
 

Current portion of long-term debt 
 

433
 

423
 

Accounts payable 
 

38,218
 

32,727
 

Accrued payroll and payroll taxes 11,061 10,148
Other accrued expenses 

 

18,262
 

18,736
 

Total current liabilities 
 

73,975
 

64,518
 

Long-term debt, net of current portion 101,786 107,809
Accrued environmental expenses 

 

4,072
 

4,314
 

Deferred income taxes 
 

5,622
 

5,710
 

Employee benefit obligations 
 

8,576
 

8,824
 

Other liabilities 
 

4,195
 

3,300
 

Total liabilities 
 

198,226
 

194,475
 

  
Commitments and contingencies (Note 7) 

     

  
Shareholders’ equity: 

     

Common stock, $.50 par value, 20,000 authorized shares; 10,826 and 10,840 shares issued 
and outstanding 

 

5,413
 

5,420
 

Additional paid-in capital 474 —
Retained earnings 

 

235,841
 

226,932
 

Accumulated other comprehensive income 
 

38,587
 

35,673
 

Total shareholders’ equity 
 

280,315
 

268,025
 

Total liabilities and shareholders’ equity 
 

$ 478,541
 

$ 462,500
 



 
CASCADE CORPORATION 

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY 
(Unaudited — in thousands, except per share amounts) 

  

  
The accompanying notes are an integral part of the consolidated financial statements. 
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Accumulated 

       

          
Additional

   
Other

  Total 
 

Year-To-Date
 

    Common Stock 
 

Paid-In
 

Retained
 

Comprehensive 
  Shareholders’

 
Comprehensive

 

    Shares 
  Amount

 

Capital
 

Earnings
 

Income (Loss) 
  Equity 

 

Income (Loss)
 

Balance at January 31, 2008 
  10,840

  $ 5,420
 

$ —
 

$ 226,932
 

$ 35,673
  $ 268,025

   

          
Net income 

  —
  —

 

—
 

10,858
 

—
  10,858

 

$ 10,858
 

Dividends ($0.18 per share) 
  —

  —
 

—
 

(1,949) —
  (1,949) —

 

Common stock issued 
  4

  2 60 — —
  62 —

Common stock repurchased 
  (18) (9) (901) —

 

—
  (910) —

 

Share-based compensation 
  —

  —
 

1,315
 

—
 

—
  1,315

 

—
 

Translation adjustment 
  —

  — — — 2,914
  2,914 2,914

          
Balance at April 30, 2008 

  10,826
  $ 5,413

 

$ 474
 

$ 235,841
 

$ 38,587
  $ 280,315

 

$ 13,772
 



 
CASCADE CORPORATION 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Unaudited - in thousands) 

  

  
The accompanying notes are an integral part of the consolidated financial statements. 
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    Three Months Ended
 

    April
    2008 

 

2007
 

Cash flows from operating activities: 
     

Net income 
 

$ 10,858
 

$ 23,796
 

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 

 

3,600
 

3,479
 

Amortization 675 798
Share-based compensation 

 

1,315
 

984
 

Deferred income taxes 
 

30
 

355
 

Loss (gain) on disposition of assets, net 
 

115
 

(35)
Changes in operating assets and liabilities: 

     

Accounts receivable (6,017) (12,713)
Inventories 

 

(3,215) (3,174)
Prepaid expenses and other (2) 1,066
Accounts payable and accrued expenses 

 

4,751
 

2,582
 

Income taxes payable and receivable 
 

3,029
 

6,787
 

Other assets and liabilities 
 

346
 

(858)
Net cash provided by operating activities 

 

15,485
 

23,067
 

  
Cash flows from investing activities: 

     

Capital expenditures 
 

(3,903) (5,249)
Proceeds from disposition of assets 

 

34
 

176
 

Net cash used in investing activities 
 

(3,869) (5,073)
  
Cash flows from financing activities: 

     

Payments on long-term debt 
 

(16,608) (31,073)
Proceeds from long-term debt 

 

10,500
 

37,000
 

Notes payable to banks, net 
 

3,485
 

(2,413)
Common stock repurchased (3,220) (24,496)
Common stock issued under share-based compensation plans

 

62
 

1,404
 

Excess tax benefit from exercise of share-based compensation awards
 

—
 

686
 

Net cash used in financing activities 
 

(5,781) (18,892)
  
Effect of exchange rate changes 

 

(3,179) (1,053)
  
Change in cash and cash equivalents 

 

2,656
 

(1,951)
Cash and cash equivalents at beginning of period 

 

21,223
 

36,593
 

Cash and cash equivalents at end of period $ 23,879 $ 34,642
  
Supplemental disclosure of cash flow information:

     

See Note 9 to the consolidated financial statements
     



  
CASCADE CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Unaudited) 
  
Note 1—Description of Business 
  

Cascade Corporation is an international company engaged in the manufacture of materials handling products that are widely used 
on industrial fork lift trucks and, to a lesser extent, construction, mining and agricultural vehicles. Accordingly, our sales are largely 
dependent on sales of lift trucks and replacement parts. Our sales are made throughout the world. We are headquartered in Fairview, 
Oregon, employing approximately 2,500 people and maintaining operations in 15 countries outside the United States. 

  
Note 2—Interim Financial Information 
  

The accompanying consolidated financial statements for the interim periods ended April 30, 2008 and 2007 are unaudited. In the 
opinion of management, the accompanying consolidated financial statements reflect normal recurring adjustments necessary for a fair 
statement of the financial position, results of operations and cash flows for those interim periods. Results of operations for the interim 
periods are not necessarily indicative of the results to be expected for the full year, and these financial statements do not contain the 
detail or footnote disclosures concerning accounting policies and other matters that would be included in full fiscal year financial 
statements. Therefore, these statements should be read in conjunction with our audited financial statements included in our Annual 
Report on Form 10-K for the fiscal year ended January 31, 2008. 

  
Note 3—Segment Information 
  

Our operating units have several economic characteristics and attributes, including similar products, distribution patterns and 
classes of customers.  As a result, we aggregate our operating units into four geographic operating segments related to the 
manufacturing, distribution and servicing of material handling load engagement products.  We evaluate the performance of each of our 
operating segments based on operating income, which consists of income before interest, miscellaneous income/expense and income 
taxes.  The accounting policies of the operating segments are the same as those described in the summary of significant accounting 
policies contained in Note 2 of our consolidated financial statements included in our Form 10-K for the fiscal year ended January 31, 
2008. 

  
Revenues and operating results are classified according to the country of origin.  Transfers represent sales between our 

geographic operating segments.  The costs of our corporate office are included in North America.  Identifiable assets are attributed to 
the geographic location in which they are located.  Net sales and transfers, operating results and identifiable assets by geographic 
operating segment were as follows (in thousands): 
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    Three Months Ended April 30 
2008 

  North America
 

Europe
 

Asia Pacific
 

China
  Eliminations 

 

Consolidation
 

Net sales 
  $ 69,320

 

$ 49,336
 

$ 19,180
 

$ 12,031
 

$ —
 

$ 149,867
 

Transfers between areas 
  7,719

 

581
 

83
 

6,150
 

(14,533) —
 

Net sales and transfers 
  $ 77,039

 

$ 49,917
 

$ 19,263
 

$ 18,181
 

$ (14,533) $ 149,867
 

Gross profit 
  $ 24,251

 

$ 7,392
 

$ 5,114
 

$ 5,591
   

$ 42,348
 

Selling and administrative 
  12,749

 

7,631
 

2,339
 

1,087
   

23,806
 

Loss (gain) on disposition of assets, 
net 

  120
 

(1) (3) (1) 
  

115
 

Amortization 
  597

 

78
 

—
 

—
   

675
 

Operating income (loss) 
  $ 10,785

 

$ (316) $ 2,778
 

$ 4,505
   

$ 17,752
 

Total assets 
  $ 237,152

 

$ 142,429
 

$ 48,522
 

$ 50,438
   

$ 478,541
 

Property, plant and equipment, net 
  $ 34,714

 

$ 40,410
 

$ 6,940
 

$ 18,745
   

$ 100,809
 

Capital expenditures 
  $ 1,546

 

$ 1,252
 

$ 198
 

$ 907
   

$ 3,903
 

Depreciation expense 
  $ 1,693

 

$ 1,348
 

$ 131
 

$ 428
   

$ 3,600
 

    Three Months Ended April 30 
 

2007 
  North America

 

Europe
 

Asia Pacific
 

China
  Eliminations 

 

Consolidation
 

Net sales 
  $ 71,382

 

$ 41,604
 

$ 13,795
 

$ 8,719
 

$ —
 

$ 135,500
 

Transfers between areas 
  8,309

 

324
 

70
 

2,669
 

(11,372) —
 

Net sales and transfers 
  $ 79,691

 

$ 41,928
 

$ 13,865
 

$ 11,388
 

$ (11,372) $ 135,500
 

Gross profit 
  $ 28,156

 

$ 7,605
 

$ 3,597
 

$ 3,871
   

$ 43,229
 

Selling and administrative 
  12,319

 

6,113
 

1,903
 

797
   

21,132
 

Loss (gain) on disposition of assets, 
net 

  (74) 8 — 31 (35)
Amortization 

  588
 

205
 

—
 

5
   

798
 

Insurance litigation recovery, net 
  (15,977) —

 

—
 

—
   

(15,977)
Operating income 

  $ 31,300 $ 1,279 $ 1,694 $ 3,038 $ 37,311
Total assets 

  $ 222,123 $ 122,363 $ 35,158 $ 41,047 $ 420,691
Property, plant and equipment, net 

  $ 33,187
 

$ 36,373
 

$ 1,794
 

$ 15,369
   

$ 86,723
 

Capital expenditures 
  $ 1,554

 

$ 818
 

$ 187
 

$ 2,690
   

$ 5,249
 

Depreciation expense 
  $ 1,910

 

$ 1,225
 

$ 99
 

$ 245
   

$ 3,479
 



  
Note 4—Inventories 
  

Inventories stated at the lower of average cost or market are presented below by major class (in thousands). 
  

  
Note 5—Goodwill 
  

During the three months ended April 30, 2008, goodwill increased due to fluctuations in foreign currencies.  We have no 
goodwill recorded in China. The following table provides a breakdown of goodwill by geographic region (in thousands): 
  

  
Note 6—Share-Based Compensation Plans 
  

We have granted three types of share-based awards, stock appreciation rights (SARS), restricted stock and stock options under 
our share-based compensation plans to officers, key managers and directors.  The grant prices are established by our Board of 
Directors’ Compensation Committee based on the end of day market price of our common stock on the grant date.  We issue new 
common shares upon the exercise of all awards. 

  
SARS provide the holder the right to receive an amount, payable in our common shares, equal to the excess of the market value 

of our common shares on the date of exercise (“intrinsic value”) over the base price at the time the right was granted. The base price 
may not be less than the market price of our common shares on the date of grant.  All SARS vest ratably over a four year period and 
have a term of ten years. 

  
 During the second quarter of fiscal 2008, our shareholders approved a proposal to amend the SARS plan to permit the issuance 

of restricted shares of common stock.  Upon the granting of restricted stock, common shares are issued to the recipient, but the shares 
may not be sold, assigned, transferred, pledged, or disposed of by the recipient until vested.  Regardless of vesting, restricted shares 
have full voting rights and any dividends declared will be paid to the restricted stock recipient.  Restricted shares vest ratably over a 
period of three years for officers and four years for directors.  The number of restricted shares issued to directors is based on the 
market value of our shares on the date of grant. 

  
The amended SARS plan provides for the issuance of a maximum of 750,000 shares of common stock upon the exercise of 

SARS or issuance of restricted stock.  As of April 30, 2008, a total of 223,000 shares of common stock have been issued under the 
SARS plan, which includes 42,000 shares of restricted stock with a grant date fair market value of $73.73 per share. 

  
Stock options provide the holder the right to receive our common shares at an established price.  We have reserved 1,400,000 

shares of common stock under our stock option plan. As of April 30, 2008, a total of 1,087,000 shares have been issued upon the 
exercise of stock options.  No additional stock options can be granted under the terms of the plan.  All outstanding stock options vest 
ratably over a four year period and have a term of ten years. 
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April 30

 
January 31 

  
  2008 2008

  
Finished goods $ 31,673 $ 31,618

  
Raw materials and components 

 

58,772
 

53,431
  

  
 

$ 90,445
 

$ 85,049
  

   
April 30 

  January 31
 

   

2008 
  2008

 

North America 
 

$ 103,726
  $ 103,965

 

Europe 12,414
  11,893

Asia Pacific 
 

2,957
  2,968

 
  

 

$ 119,097
  $ 118,826

 



 
A summary of the plans’ status at April 30, 2008 together with changes during the three months then ended are presented in the 

following tables (in thousands, except per share amounts): 
  

  
We calculate share-based compensation cost for stock options and SARS using the Black-Scholes option pricing model.  We 

calculate share-based compensation cost for restricted stock by multiplying the fair market value of our common shares on the grant 
date by the number of restricted shares expected to vest.  Share-based compensation is expensed ratably over the applicable vesting 
period.  Additional information regarding the assumptions used to calculate fair value of our share-based compensation plans is 
presented in Note 2 to our consolidated financial statements included in our Form 10-K for the year ended January 31, 2008. 

  
As of April 30, 2008, there was $7.6 million of total unrecognized compensation cost related to nonvested share-based 

compensation awards granted under the plans, which is expected to be recognized over a weighted average period of 2.1 years. The 
following table represents as of April 30, 2008 the share-based compensation costs to be recognized in future periods (in thousands) 
for awards granted to date: 

  

  

*Represents last nine months of fiscal 2009. 
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Stock Options
 

Stock Appreciation Rights
 

     
Weighted Average

     Weighted Average
 

   
Outstanding

 
Exercise Price

 
Outstanding 

  Exercise Price
 

   

Awards
 

Per Share
 

Awards 
  Per Share

 

     
Balance at January 31, 2008 

 

286
 

$ 13.39
 

815
  $ 34.84

 

Granted 
 

—
 

—
 

—
  —

 

Exercised 
 

(4) 16.56
 

—
  —

 

Forfeited 
 

—
 

—
 

—
  —

 

     
Balance at April 30, 2008 282 $ 13.35 815

  $ 34.84

Fiscal Year 
 

Amount
 

2009* 
 

3,302
 

2010 
 

3,017
 

2011 
 

1,119
 

2012 
 

198
 

  
$ 7,636



  
Note 7—Commitments and Contingencies 
  
Environmental Matters 
  

We are subject to environmental laws and regulations, which include obligations to remove or mitigate environmental effects of 
past disposal and release of certain wastes and substances at various sites. We record liabilities for affected sites when environmental 
assessments indicate probable cleanup and the costs can be reasonably estimated. Other than for costs of assessments themselves, the 
timing and amount of these liabilities is determined based on the estimated costs of remediation activities and our commitment to a 
formal plan of action, such as an approved remediation plan.  The reliability and precision of the loss estimates are affected by 
numerous factors, such as different stages of site evaluation and reevaluation of the degree of remediation required. We adjust our 
liabilities as new remediation requirements are defined, as information becomes available permitting reasonable estimates to be made 
and to reflect new and changing facts. 

  
It is reasonably possible that changes in estimates will occur in the near term and the related adjustments to environmental 

liabilities may have a material impact on our net income. Unasserted claims are not currently reflected in our environmental 
remediation liabilities. It is also reasonably possible that these claims may also have a material impact on our net income if asserted. 
We cannot estimate at this time the amount of any additional loss or range of loss that is reasonably possible. 

  
Our specific environmental matters consist of the following: 
  

Fairview, Oregon 
  

In 1996, the Oregon Department of Environmental Quality issued two Records of Decision affecting our Fairview, Oregon 
manufacturing facility. The Records of Decision required us to initiate remedial activities related to the cleanup of groundwater 
contamination at and near the facility. Remediation activities have been conducted since 1996 and current estimates provide for some 
level of activity to continue through 2019. Costs of certain remediation activities at the facility are shared with The Boeing Company, 
with Cascade paying 70% of these costs. The recorded liability for ongoing remediation activities at our Fairview facility was 
$4.6 million and $4.8 million at April 30, 2008 and January 31, 2008, respectively. 

  
Springfield, Ohio 
  

In 1994, we entered into a consent order with the Ohio Environmental Protection Agency, which required the installation of 
remediation systems for the cleanup of groundwater contamination at our Springfield, Ohio facility. The current estimate is that the 
remediation activities will continue through 2013. The recorded liability for ongoing remediation activities in Springfield was 
$855,000 at April 30, 2008 and $900,000 at January 31, 2008. 

  
Insurance Litigation 
  

On April 9, 2007, we entered into a settlement agreement with Employers Reinsurance Corporation with respect to litigation to 
recover various expenses incurred in connection with environmental and related proceedings.  The recovery from the settlement, 
recorded during the three months ended April 30, 2007, was $16.0 million, net of expenses.  In connection with the settlement, we 
released all rights we might have under insurance policies issued by Employers Reinsurance Corporation and certain related entities.  
This concluded all litigation against our insurance companies with regard to environmental matters. 

  
Legal Proceedings 
  

We are subject to legal proceedings, claims and litigation, in addition to the environmental matters previously discussed, arising 
in the ordinary course of business. While the outcome of these matters is currently not determinable, management does not expect the 
ultimate costs to be material to our consolidated financial position, result of operations, or cash flows. 
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Note 8—Earnings Per Share 
  

The following table presents the calculation of basic and diluted earnings per share (in thousands, except per share amounts): 
  

  
Basic earnings per share is based on the weighted average number of common shares outstanding for the period. Diluted 

weighted average common shares includes the incremental shares that would be issued upon the assumed exercise of stock options 
and stock appreciation rights and the amount of unvested restricted stock.  Unexercised SARS totaling 64,000 awards and unvested 
restricted stock totaling 4,070 shares were excluded from the fiscal 2009 calculation of diluted earnings per share because they were 
antidilutive.  The remaining SARS and restricted stock and all stock options were included in our calculation of incremental shares 
because they are dilutive. 
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Three Months Ended April 30
 

   

2008 
  2007

 

Basic earnings per share: 
   

Net income 
 

$ 10,858
  $ 23,796

 

Weighted average shares of common stock outstanding
 

10,782
  11,966

 
  

 

$ 1.01
  $ 1.99

 

     
Diluted earnings per share: 

   
Net income $ 10,858

  $ 23,796
Weighted average shares of common stock outstanding 10,782

  11,966
Dilutive effect of stock awards 

 

316
  579

 

Diluted weighted average shares of common stock outstanding
 

11,098
  12,545

 
  

 

$ 0.98
  $ 1.90

 



 
Note 9—Supplemental Cash Flow Information 

  
The following table presents information that supplements the consolidated statements of cash flow (in thousands): 
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    For the Three Months Ended April 30
 

    2008 
 

2007
 

Cash paid during the period for: 
Interest 

 

$ 1,097
 

$ 775
 

Income taxes 
 

$ 3,097
 

$ 4,716
 

  
Supplemental disclosure of noncash information: 

     

Dividends declared $ 1,949 $ 1,886



 
Note 10—Benefit Plans 
  

The following table represents the net periodic cost related to our defined benefit plans in England and France and our 
postretirement health benefit plan in the United States (in thousands): 
  

  
Note 11—Recent Accounting Pronouncements 
  

SFAS 157 - In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting 
Standards (“SFAS”) No. 157 (SFAS 157), “Fair Value Measurements.” SFAS 157 provides a common definition of fair value, 
establishes a framework for measuring fair value and expands the related disclosure requirements.  In February 2008, the FASB issued 
final Staff Positions that will (1) defer the effective date of this statement for one year for certain nonfinancial assets and nonfinancial 
liabilities and (2) remove certain leasing transactions from the scope of the statement.  We applied SFAS 157 to all other fair value 
measurements effective February 1, 2008.  The adoption of SFAS 157 did not have a material impact on our financial statements. 

  
FSP 157-2 - In February 2008, the FASB issued FASB Staff Position on Statement 157, “Effective Date of FASB Statement 

No. 157” (FSP 157-2).  FSP 157-2 delays the effective date of SFAS 157 for nonfinancial assets and nonfinancial liabilities, except 
those that are recognized or disclosed on a recurring basis, to fiscal years beginning after November 15, 2008.  Our significant 
nonfinancial assets and liabilities that could be impacted by this deferral include assets and liabilities initially measured at fair value in 
a business combination and goodwill tested annually for impairment.  FSP 157-2 will become effective for the fiscal year beginning 
February 1, 2009.  We are currently evaluating the impact of the adoption of FSP 157-2 on our financial statements. 

  
SFAS 158 - In September 2006, the FASB issued SFAS No. 158 (SFAS 158), “Employers’ Accounting for Defined Benefit 

Pension and Other Postretirement Plans – an amendment of FASB Statements No. 87, 88, 106, and 132(R).”  This statement requires 
balance sheet recognition of the overfunded or underfunded status of pension and postretirement benefit plans. Under SFAS 158, 
actuarial gains and losses, prior service costs or credits, and any remaining transition assets or obligations that have not been 
recognized under previous accounting standards must be recognized in other comprehensive income, net of tax effects, until they are 
amortized as a component of net periodic benefit cost.  In addition, the measurement date, the date at which plan assets and the benefit 
obligation are measured, is required to be the company’s fiscal year end. Presently, we use a December 31 measurement date for the 
postretirement benefit plan, which will change to coincide with our January 31 fiscal year-end date.  As required by SFAS 158, we 
adopted the balance sheet recognition provision as of January 31, 2007 and the measurement date provision effective February 1, 
2008.  The adoption of the measurement date provision did not have a material impact on our financial statements. 

  
SFAS 159 - In February 2007, the FASB issued SFAS No. 159 (SFAS 159), “The Fair Value Option for Financial Assets and 

Financial Liabilities - Including an Amendment of FASB Statement No. 115.” SFAS 159 allows companies the choice to measure 
many financial instruments and certain other items at fair value. Application of SFAS 159 was required for our financial statements 
beginning February 1, 2008.  We did not elect to measure any financial instruments or any other items at fair value as permitted by 
SFAS 159.  Therefore, the adoption of SFAS 159 did not have a material impact on our financial statements. 
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Defined Benefit

  Postretirement Benefit
 

   

Three Months Ended April 
  Three Months Ended April

 

   

2008
 

2007
  2008 

 

2007
 

Net periodic benefit cost: 
          

Service cost $ 6 $ 14
  $ 26 $ 30

Interest cost 
 

147
 

129
  108

 

105
 

Expected return on plan assets (131) (125) — —
Recognized prior service cost 

 

—
 

—
  (19) (19)

Recognized net actuarial loss 
 

23
 

22
  1

 

48
 

  
 

$ 45
 

$ 40
  $ 116

 

$ 164
 



 
SFAS 141(R) & SFAS 160 – In December 2007, the FASB issued SFAS No. 141(R) (SFAS 141(R)), “Business Combinations,” 

and SFAS No. 160 (SFAS 160), “Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51”. 
SFAS 141(R) requires the acquiring entity in a business combination to recognize the assets acquired and liabilities assumed. Further, 
SFAS 141(R) also changes the accounting for acquired in-process research and development assets, contingent consideration, partial 
acquisitions and transaction costs.  Under SFAS 160, all entities are required to report noncontrolling (minority) interests in 
subsidiaries as equity in the consolidated financial statements. In addition, transactions between an entity and noncontrolling interests 
will be treated as equity transactions.  SFAS 141(R) and SFAS 160 will become effective for business combinations for which the 
acquisition date is on or after February 1, 2009.  We are currently evaluating the impact of the adoption of these standards on our 
financial statements. 

  
SFAS 161 – In March 2008, the FASB issued SFAS No. 161 (SFAS 161), “Disclosures about Derivative Instruments and 

Hedging Activities – an amendment of FASB Statement No. 133.” SFAS 161 expands disclosures for derivative instruments by 
requiring entities to disclose the fair value of derivative instruments and their gains or losses in tabular format.  SFAS 161 also 
requires disclosure of information about credit risk-related contingent features in derivative agreements, counterparty credit risk, and 
strategies and objectives for using derivative instruments.   SFAS 161 will become effective for fiscal years beginning after 
November 15, 2008.  We will adopt this new accounting standard on February 1, 2009.  We are currently evaluating the impact of the 
adoption of this standard on our financial statements. 
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Note 12—Warranty Obligations 
  

We record a liability on our consolidated balance sheet for costs related to warranties with the sales of our products. This liability 
is estimated through historical customer claims, product failure rates, material usage and service delivery costs incurred in correcting a 
product failure. Our warranty obligations, which are recorded in other accrued expenses on the consolidated balance sheets, were as 
follows (in thousands): 

  

  
Note 13—Accumulated Other Comprehensive Income 
  

The following table presents the changes in and the components of accumulated other comprehensive income (in thousands): 
  

  
Note 14—Income Taxes 
  

As of April 30, 2008 our liability for uncertain tax positions under FASB Interpretation No. 48 (FIN 48) was $1.1 million.  There 
were no material changes in unrecognized tax benefits during the current period.  The reserve for unrecognized tax benefits as of 
April 30, 2008 included an accrual for interest and penalties of $122,000. 

  
We are subject to taxation primarily in the U.S., Canada and China, as well as various state and other foreign jurisdictions.  The 

Internal Revenue Service (IRS) is currently reviewing our U.S. income tax returns for fiscal years 2004 - 2007. The IRS has proposed 
an adjustment of $5 million related to interest deductions reported on tax returns for the 2004 and 2005 tax years.  These adjustments 
would result in an additional federal and state tax liability of approximately $1.8 million.  We are in the process of appealing the issue 
with the IRS and have determined that we will more-likely-than-not prevail on the issue.  No amount has been recorded in our 
financial statements as of April 30, 2008 related to this matter.  As of April 30, 2008, we remain subject to examination in various 
state and foreign jurisdictions for the 1997-2006 tax years. 
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  2008 
  2007

Balance at January 31 $ 1,900
  $ 1,755

Accruals for warranties issued during the period 
 

438
  645

 

Settlements during the period 
 

(568) (589)
Balance at April 30 

 

$ 1,770
  $ 1,811

 

   

Accumulated Other Comprehensive Income (Loss)
 

  Translation Adjustment
Minimum Pension Liability

Adjustment Total
Balance at January 31, 2008 $ 37,492 $ (1,819) $ 35,673
Translation adjustment 

 

2,914
 

—
 

2,914
 

Balance at April 30, 2008 
 

$ 40,406
 

$ (1,819) $ 38,587
 










































