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SONO-TEK CORPORATION 
CONSOLIDATED BALANCE SHEETS

See notes to consolidated financial statements.
 

  

ASSETS            
    November 30,     February 28,  
    2009     2009  
Current Assets:   Unaudited        

Cash and cash equivalents  $ 1,799,806   $ 1,472,054 
Accounts receivable (less allowance of $31,500 and              
      $18,500 at November 30 and February 28, respectively)    1,089,729     801,290 
Inventories    1,808,894     1,663,574 
Prepaid expenses and other current assets    40,557     98,805 

Total current assets    4,738,986     4,035,723 
               
Equipment, furnishings and leasehold improvements (less accumulated depreciation              

of $1,473,346 and $1,274,793 at November 30 and February 28, respectively)    434,477     588,109 
Intangible assets, net    70,123     57,778 
Other assets    7,171     7,171 
               
TOTAL ASSETS  $ 5,250,757   $ 4,688,781 

               
LIABILITIES AND STOCKHOLDERS’ EQUITY              

               
Current Liabilities:              

Accounts payable  $ 445,997   $ 385,825 
Accrued expenses    448,892     405,033 
Customer Deposits    400,514     73,380 
Line of Credit - Bank    350,000     250,000 
Current maturities of long term debt    17,831     23,633 

Total current liabilities    1,663,234     1,137,871 
               
Long term debt, less current maturities    7,435     19,220 

Total liabilities    1,670,669     1,157,091 
               
Commitments and Contingencies    -     - 
               
Stockholders’ Equity              

Common stock, $.01 par value; 25,000,000 shares authorized,              
 14,415,214 and 14,414,714 shares issued and outstanding,              
 respectively at November 30 and February 29    144,152     144,148 

Additional paid-in capital    8,532,112     8,490,071 
Accumulated deficit    (5,096,176)    (5,102,529)

Total stockholders’ equity    3,580,088     3,531,690 
               
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  $ 5,250,757   $ 4,688,781 
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SONO-TEK CORPORATION 

CONSOLIDATED STATEMENTS OF INCOME

 
See notes to consolidated financial statements.

  

    Nine Months Ended November 30     Three Months Ended November 30  
    Unaudited     Unaudited  
    2009     2008     2009     2008  

                         
Net Sales  $ 5,128,933   $ 4,808,012   $ 1,980,321   $ 1,582,010 
Cost of Goods Sold    2,498,038     2,639,190     913,949     960,262 

        Gross Profit    2,630,895     2,168,822     1,066,372     621,748 

                             
Operating Expenses                            
    Research and product development costs    524,992     625,906     184,442     206,448 
    Marketing and selling expenses    1,357,285     1,371,575     491,461     527,820 
    General and administrative costs    743,819     860,277     255,761     253,979 

            Total Operating Expenses    2,626,096     2,857,759     931,664     988,247 

                             
Operating (Loss) Income    4,799     (688,937)    134,708     (366,499)
                             
Interest Expense    (7,201)    (3,085)    (1,669)    (1,605)
Interest Income    1,551     12,021     308     1,519 
Other Income    5,661     7,549     1,886     1,887 

                             
(Loss) Income from Operations Before Income Taxes    4,810     (672,452)    135,233     (364,698)
                             
Income Tax Expense (Benefit)    (1,543)    611,586     -     611,586 

                             
Net (Loss) Income  $ 6,353   $ (1,284,038)  $ 135,233   $ (976,284)

                             
                             
Basic Earnings (Loss) Per Share  $ 0.00   $ (0.09)  $ 0.01   $ (0.07)

                             
Diluted Earnings (Loss) Per Share  $ 0.00   $ (0.09)  $ 0.01   $ (0.07)

                             
Weighted Average Shares - Basic    14,414,889     14,372,056     14,415,214     14,386,864 

                             
Weighted Average Shares - Diluted    14,459,671     14,372,056     14,535,372     14,386,864 

  

-2-



SONO-TEK CORPORATION 
CONSOLIDATED STATEMENTS OF CASH FLOWS

See notes to consolidated financial statements.

  

    Nine Months Ended November 30, 
    Unaudited  
    2009     2008  
             
CASH FLOWS FROM OPERATING ACTIVITIES:            

Net Income (Loss)   $ 6,353    $ (1,284,038)
               

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

Depreciation and amortization     229,319      170,995 
Stock based compensation expense     41,836      96,956 
Gain on sale of equipment     60,862      57,643 
Allowance for doubtful accounts     13,000      - 
Decrease (Increase) in:              

Accounts receivable     (301,439)     (323,918)
Inventories     (145,320)     (122,369)
Prepaid expenses and other current assets     58,248      20,146 
Deferred tax asset     -      611,586 

(Decrease) Increase in:              
Accounts payable and accrued expenses     104,031      (53,732)
Customer Deposits     327,134      (134,158)

Net Cash Provided by (Used In) Operating Activities     394,024      (960,889)
               
               
CASH FLOW FROM INVESTING ACTIVITIES:              

Patent application costs     (16,929)     (26,917)
Purchase of equipment and furnishings     (131,966)     (363,988)

Net Cash (Used In) Investing Activities     (148,895)     (390,905)
               
CASH FLOW FROM FINANCING ACTIVITIES:              

Proceeds from exercise of stock options and warrants     210      22,140 
Proceeds from note payable – Bank     -      17,590 
Proceeds from Line of Credit – Bank     350,000      250,000 
Repayment of Line of Credit – Bank     (250,000)     - 
Repayments of notes payable and loans     (17,587)     (20,487)

Net Cash Provided by Financing Activities     82,623      269,243 
               
               
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS     327,752      (1,082,551)
               
CASH AND CASH EQUIVALENTS              

Beginning of period     1,472,054      2,339,550 
End of period   $ 1,799,806    $ 1,256,999 

               
SUPPLEMENTAL DISCLOSURE:              

Interest paid   $ 6,923    $ 3,086 

Taxes Paid   $ 0    $ 0 

  

-3-



SONO-TEK CORPORATION 
Notes to Consolidated Financial Statements

Nine Months Ended November 30, 2009 and 2008

NOTE 1:  SIGNIFICANT ACCOUNTING POLICIES

Consolidation - The accompanying consolidated financial statements of Sono-Tek Corporation, a New York Corporation (the 
“Company”), include the accounts of the Company and its wholly owned subsidiary, Sono-Tek Cleaning Systems, Inc., a New 
Jersey Corporation (“SCS”), whose operations have been discontinued.  There have been no operations of this subsidiary since 
Fiscal Year Ended February 28, 2002.

Cash and Cash Equivalents – Cash and cash equivalents consist of money market mutual funds, short term commercial paper and 
short term certificates of deposit with original maturities of 90 days or less.  The Company occasionally has cash or cash equivalents 
on hand in excess of the $250,000 insurable limits at a given bank.  At November 30, 2009 and February 28, 2009, the Company 
had $1,322,416 and $1,121,241 over the insurable limit, respectively.

Fair Value of Financial Instruments - The carrying amounts reported in the balance sheet for cash, receivables, accounts 
payable and accrued expenses approximate fair value based on the short-term maturity of these instruments. 

Interim Reporting - The attached summary consolidated financial information does not include all disclosures required to be 
included in a complete set of financial statements prepared in conformity with accounting principles generally accepted in the United 
States of America.  Such disclosures were included with the financial statements of the Company at February 28, 2009, and included 
in its report on Form 10-K.  Such statements should be read in conjunction with the data herein. 

The financial information reflects all adjustments, normal and recurring, which, in the opinion of management, are necessary for a fair 
presentation of the results for the interim periods presented.  The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period.  Actual results could differ from those estimates.  The results for such interim 
periods are not necessarily indicative of the results to be expected for the year.

Intangible Assets – Include cost of patent applications that are deferred and charged to operations over seventeen years for 
domestic patents and twelve years for foreign patents. The accumulated amortization is $68,786 and $64,202 at November 30, 
2009 and February 28, 2009, respectively. Annual amortization expense of such intangible assets is expected to be $5,300 per year 
for the next five years.
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Reclassifications – Certain reclassifications have been made to the prior period to conform to the presentations of the current 
period.

Impact of New Accounting Pronouncements - All new accounting pronouncements issued but not yet effective have been 
deemed to be not applicable to the Company, hence the adoption of these new accounting pronouncements once effective is not 
expected to have any impact on the Company.

Revenue Recognition – Multiple Deliverable Revenue Arrangements 

In October 2009, the FASB issued guidance for Revenue Recognition – Multiple Deliverable Revenue Arrangements (Subtopic 605-
25) “Subtopic”. This accounting standard update establishes the accounting and reporting guidance for arrangements under which the 
vendor will perform multiple revenue – generating activities. Vendors often provide multiple products or services to their customers. 
Those deliverables often are provided at different points in time or over different time periods. Specifically, this Subtopic addresses 
how to separate deliverables and how to measure and allocate arrangement consideration to one or more units of accounting.  The 
amendments in this guidance will affect the accounting and reporting for all vendors that enter into multiple-deliverable arrangements 
with their customers when those arrangements are within the scope of this Subtopic.

This Statement is effective for fiscal years, and interim periods within those fiscal years, beginning on or after June 15, 2010. Earlier 
adoption is permitted. If a vendor elects early adoption and the period of adoption is not the beginning of the entity’s fiscal year, the 
entity will apply the amendments under this Subtopic retrospectively from the beginning of the entity’s fiscal year.  The presentation 
and disclosure requirements shall be applied retrospectively for all periods presented. Management believes this Statement will have 
no impact on the financial statements of the Company once adopted.

NOTE 2:  INVENTORIES

Inventories consist of the following:

  

      November 30,    February 28,  
      2009     2009  
               
  Finished goods   $ 907,078    $ 811,119 
  Work in process     615,720      553,447 
  Consignment     9,042      9,042 
  Raw materials and subassemblies     619,252      596,164 
         Total     2,151,092      1,969,772 
  Less: Allowance     (342,198)     (306,198)
  Net inventories   $ 1,808,894    $ 1,663,574 
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NOTE 3: STOCK OPTIONS AND WARRANTS

Stock Options - Under the 2003 Stock Incentive Plan, as amended ("2003 Plan"), options can be granted to officers, directors, 
consultants and employees of the Company and its subsidiaries to purchase up to 1,500,000 of the Company's common 
shares.  The 2003 Plan supplemented and replaced the 1993 Stock Incentive Plan (the “1993 Plan”), under which no further 
options may be granted.  Options granted under the 1993 Plan expire on various dates through 2013. As of November 30, 2009, 
there were 62,500 options outstanding under the 1993 Plan and 1,147,065 options outstanding under the 2003 plan.

Under both the 1993 and 2003 Stock Incentive Plans, option prices must be at least 100% of the fair market value of the common 
stock at time of grant.  For qualified employees, except under certain circumstances specified in the plans or unless otherwise 
specified at the discretion of the Board of Directors, no option may be exercised prior to one year after date of grant, with the 
balance becoming exercisable in cumulative installments over a three year period during the term of the option, and terminating at a 
stipulated period of time after an employee's termination of employment.

NOTE 4: STOCK BASED COMPENSATION

The weighted-average fair value of options has been estimated on the date of grant using the Black-Scholes options-pricing 
model.  The weighted-average Black-Scholes assumptions are as follows: 

In computing the impact, the fair value of each option is estimated on the date of grant based on the Black-Scholes options-pricing 
model utilizing certain assumptions for a risk free interest rate; volatility; and expected remaining lives of the awards. The 
assumptions used in calculating the fair value of share-based payment awards represent management’s best estimates, but these 
estimates involve inherent uncertainties and the application of management judgment. As a result, if factors change and the Company 
uses different assumptions, the Company’s stock-based compensation expense could be materially different in the future. In 
addition, the Company is required to estimate the expected forfeiture rate and only recognize expense for those shares expected to 
vest. In estimating the Company’s forfeiture rate, the Company analyzed its historical forfeiture rate, the remaining lives of unvested 
options, and the amount of vested options as a percentage of total options outstanding. If the Company’s actual forfeiture rate is 
materially different from its estimate, or if the Company reevaluates the forfeiture rate in the future, the stock-based compensation 
expense could be significantly different from what the  Company has recorded in the current period.

  

  2010 2009
Expected life 4 years 4 years
Risk free interest rate 1.07% - 3.13% 1.8% - 3.13% 
Expected volatility 56% - 137% 55% - 70% 
Expected dividend yield 0% 0%
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For the nine months ended November 30, 2009 and 2008, net income and earnings per share reflect the actual deduction for stock-
based compensation expense.   The impact of applying ASC 718 approximated $41,836 and $96,956 in additional compensation 
expense during the nine months ended November 30, 2009 and 2008, respectively.  Such amounts are included in general and 
administrative expenses on the statement of operations.  The expense for stock-based compensation is a non-cash expense item. 

NOTE 5: EARNINGS PER SHARE

The denominator for the calculation of diluted earnings per share at November 30, 2009 and 2008 are calculated as follows: 
 

 
Due to the net loss for the three and nine month periods ended November 30, 2008, the effect of stock options is not used in the 
calculation of diluted earnings per share. The inclusion of stock options in the calculation would have an anti-dilutive effect. 

NOTE 6: REVOLVING LINE OF CREDIT

The Company has a $500,000 revolving line of credit at prime which was 3.25% at November 30, 2009. The loan is collateralized 
by all of the assets of the Company. The line of credit is payable on demand and must be retired for a 30 day period once annually. If 
the Company fails to perform the 30 day annual pay down or if the bank elects to terminate the credit line, the bank may at its option 
convert the outstanding balance to a 36 month term note with payments including interest in 36 equal installments. As of November 
30, 2009, the Company’s outstanding balance was $350,000, and the unused credit line was $150,000. 

  

    Nine Months Ended November 31,   Three Months Ended November 30, 
    2009     2008    2009     2008  
                        
Denominator for basic earnings per share   14,414,889     14,372,056     14,415,214     14,386,864  

                         
Dilutive effect of stock options   44,782     -     120,158     -  

                         
Denominator for diluted earnings per share   14,459,671     14,372,056     14,535,372     14,386,864  
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ITEM 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Forward-Looking Statements 

We discuss expectations regarding our future performance, such as our business outlook, in our annual and quarterly reports, press 
releases, and other written and oral statements.  These “forward-looking statements” are based on currently available competitive, 
financial and economic data and our operating plans.  They are inherently uncertain, and investors must recognize that events could 
turn out to be significantly different from our expectations.  These factors include, among other considerations, general economic and 
business conditions; political, regulatory, competitive and technological developments affecting the Company's operations or the 
demand for its products; timely development and market acceptance of new products; adequacy of financing; capacity additions, the 
ability to enforce patents and the ability to achieve increased sales volume and continued profitability.

We undertake no obligation to update any forward-looking statement. 

Overview

Sono-Tek has developed a unique and proprietary series of ultrasonic atomizing nozzles, which are being used in an increasing variety 
of electronic, medical, industrial, and nanotechnology applications.  These nozzles are electrically driven and create a fine, uniform, 
low velocity spray of atomized liquid particles, in contrast to common pressure nozzles.  These characteristics create a series of 
commercial applications that benefit from the precise, uniform, thin coatings that can be achieved.  When combined with significant 
reductions in liquid waste and less overspray than can be achieved with ordinary pressure nozzle systems, there is lower 
environmental impact and lower energy use.

We have a well established position in the electronics industry with our SonoFlux spray fluxing equipment. It saves customers from 
40% to 80% of the liquid flux required to solder printed circuit boards over other methods, such as foam fluxing.  Less flux equates to 
less material cost, fewer chemicals in the workplace, and less clean-up.  Also, the SonoFlux equipment reduces the number of 
soldering defects, which reduces the amount of rework.

In recent years we have diversified our product lines and have successfully entered into the medical device market.  To accomplish 
this goal, we have focused engineering resources on the medical device market, with an emphasis on providing coating solutions for 
the newest generations of drug coated stents.  We have sold a significant number of specialized ultrasonic nozzles and MediCoat stent 
coating systems to large medical device customers.  Sono-Tek’s stent coating systems are superior compared to pressure nozzles in 
their ability to uniformly coat the very small arterial stents without creating webs or gaps in the coatings.  We sell a bench-top, fully 
outfitted stent coating system to a wide range of customers that are manufacturing stents and/or applying coatings to be used in 
developmental trials.  We have also introduced and sold a production oriented stent coater known as Medicoat II in the past year. 
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Another change that has stimulated an increase in business has been the development of the WideTrack coating system, a broad-
based platform for applying a variety of coatings to moving webs of glass, textiles, plastic, metal, food products and packaging 
materials.  The WideTrack is a long-term product and market development effort.  Thus far, we have made successful inroads with 
WideTrack systems into the following industries: glass, medical textile (bandages), textiles and recently in the food industry.  This will 
require a continuation of market and technology development in these areas in the years ahead.  Some of these WideTrack 
applications involve nano-technology based liquids.  We believe there is an excellent fit between the thin, precise films required in 
nano-technology coating applications and our ultrasonic nozzle systems. 

We have also invested time and money in developing equipment solutions for applications in the solar cell and fuel cell clean energy 
markets.  We have seen significant growth in these markets and are serving them with our Exactacoat, Flexicoat and Hypersonic 
products.

In the electronics, medical device and WideTrack coating markets, it has been incumbent upon us to focus our attention and 
resources on the development of a much greater international presence.  We believe we have accomplished this and plan to continue 
our marketing efforts.  Our international sales have risen from approximately 20% of total revenues in Fiscal Year 2003 to 
approximately 55% today.

Past history shows the cyclical nature of the electronics business.  This cycle, coupled with the increasing trend toward moving 
electronics production offshore, created a need to diversify.  As expected, our US based electronics business experienced a 
significant decline as a result of the recent recession.  We have been able to offset this reduction in US electronics sales with an 
increase in our international electronics and medical device sales, as well as with new clean energy applications involving coatings on 
fuel cells and solar cells.  We are also beginning to see some revival in the electronics business.

The creation of technological innovations and the expansion into new geographical markets requires the investment of both time and 
capital. Although there is no guarantee of success, we expect that over time, these newer markets will be the basis for Sono-Tek’s 
continued growth and will contribute to future profitability.

Liquidity and Capital Resources

Working Capital – Our working capital increased $178,000 from a working capital of $2,898,000 at February 28, 2009 to 
$3,076,000 at November 30, 2009.  The Company’s current ratio is 2.8 to 1 at November 30, 2009 as compared to 3.5 to 1 at 
February 28, 2009.

Stockholders’ Equity – Stockholder’s Equity increased $48,000 from $3,532,000 at February 28, 2009 to $3,580,000 at 
November 30, 2009. The increase is a result of net income of $6,000, and an adjustment for stock based compensation expense 
of $42,000.
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Operating Activities – Our operating activities provided $394,000 of cash for the nine months ended November 30, 2009 as 
compared to using $961,000 for the nine months ended November 30, 2008.  During the nine months ended November 30, 2009, 
accounts receivable increased $301,000, inventory increased $145,000, prepaid expenses decreased $58,000 and accounts 
payable and accrued expenses increased $431,000.  In addition, we incurred non-cash expenses of $229,000 for depreciation and 
amortization, $42,000 for stock based compensation expense and $13,000 for bad debt expense.

Investing Activities – We used $132,000 for the purchase of capital equipment and $17,000 for patent application costs during 
the nine months ended November 30, 2009. We used $364,000 for the purchase of capital equipment and $27,000 for patent 
application costs during the nine months ended November 30, 2008.

Financing Activities – Our financing activities provided $83,000 of cash for the nine months ended November 30, 2009 as 
compared to providing $269,000 for the nine months ended November 30, 2008.  For the nine months ended November 30, 
2009, we used $18,000 for the repayment of our notes payable and $250,000 for the repayment of our line of credit. During the 
current period, the repayment of our notes payable and line of credit was offset by proceeds of our line of credit by $350,000. 

Results of Operations

For the nine months ended November 30, 2009, our sales increased $321,000 or 7% to $5,129,000 as compared to $4,808,000 
for the nine months ended November 30, 2008. For the three months ended November 30, 2009, our sales increased $398,000 to 
$1,980,000 as compared to $1,582,000 for the three months ended November 30, 2008.  Our sales for the three month period 
ended November 30, 2009 were improved over the same period last year due to additional sales of stentcoaters, WideTrack units 
and our programmable XYZ precision coating units.

Our gross profit increased $462,000 to $2,631,000 for the nine months ended November 30, 2009 from $2,169,000 for the nine 
months ended November 30, 2008.  The gross profit margin was 51% of sales for the nine months ended November 30, 2009 and 
45% of sales for the nine months ended November 30, 2008.  Our gross profit increased $444,000 to $1,066,000 for the three 
months ended November 30, 2009 as compared to $622,000 for the three months ended November 30, 2008.  Our gross profit 
margin was 54% for the three months ended November 30, 2009 and 39% for the three months ended November 30, 2008.  The 
improvement in our gross profit margin for the three months ended November 30, 2009 was due to an increase in a more profitable 
mix of products being sold when compared to the three months ended November 30, 2008.  In addition, during the three months 
ended November 30, 2008 our gross profit margin was negatively affected by a $75,000 increase in our inventory reserve for our 
electronics products lines.

Research and product development costs decreased $101,000 to $525,000 for the nine months ended November 30, 2009 from 
$626,000 for the nine months ended November 30, 2008 and $22,000 to $184,000 for the three months ended November 30, 
2009 from $206,000 for the three months ended November 30, 2008.  The decreases were principally due to a decrease in salary 
expense related to a decrease in engineering personnel and decreases in research materials expense in the current periods. 
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Marketing and selling costs decreased $15,000 to $1,357,000 for the nine months ended November 30, 2009 from $1,372,000 for 
the nine months ended November 30, 2008 and $37,000 to $491,000 for the three months ended November 30, 2009 from 
$528,000 for the three months ended November 30, 2008.  During the nine months ended November 30, 2009 and the three 
months ended November 30, 2009, we saw an increase in international commission expense, and depreciation related to sales 
equipment.  The increase in these expenses was offset by decreases in travel and trade show expenses and salary expense.

General and administrative costs decreased $116,000 to $744,000 for the nine months ended November 30, 2009 from $860,000 
for the nine months ended November 30, 2008 and $2,000 to $256,000 for the three months ended November 30, 2009 from 
$254,000 for the three months ended November 30, 2008.  The decreases were principally due to voluntary decrease in officer 
salary expense and a decrease in stock based compensation expense.

We had net income of $6,000 for the nine months ended November 30, 2009 as compared to a net loss of $1,284,000 for the nine 
months ended November 30, 2008.  During the three months ended November 30, 2009 we had net income of $135,000 as 
compared to a net loss of $976,000 for the three months ended November 30, 2008.  Our results for the three months ended 
November 30, 2009 were improved over the same period last year due to an increase in sales, an improvement in our gross profit 
margin and reductions in salary expenses due to a decrease in personnel and voluntary salary decreases.  In addition, during the three 
months ended November 30, 2008, we increased the valuation reserve of our deferred tax asset by $612,000, which increased our 
loss during that period.  Our net income for the current period does not reflect any deferred tax adjustments.

Critical Accounting Policies

The discussion and analysis of the Company’s financial condition and results of operations are based upon the consolidated financial 
statements, which have been prepared in accordance with accounting principles generally accepted in the United States of 
America.  The preparation of these financial statements requires the Company to make estimates and judgments that affect the 
reported amount of assets and liabilities, revenues and expenses, and related disclosure on contingent assets and liabilities at the date 
of the financial statements.  Actual results may differ from these estimates under different assumptions and conditions.

Critical accounting policies are defined as those that are reflective of significant judgments and uncertainties, and may potentially result 
in materially different results under different assumptions and conditions.  The Company believes that critical accounting policies are 
limited to those described below.  For a detailed discussion on the application of these and other accounting policies see Note 2 to 
the Company’s consolidated financial statements included in Form 10-K for the year ended February 28, 2009. 
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Accounting for Income Taxes
As part of the process of preparing the Company’s consolidated financial statements, the Company is required to estimate its income 
taxes.  Management judgment is required in determining the provision for the deferred tax asset.   During the fiscal year ended 
February 28, 2009 the Company increased the valuation reserve for the deferred tax asset. In the event that actual results differ from 
these estimates, the Company may need to again adjust such valuation reserve.

Stock-Based Compensation 
The computation of the expense associated with stock-based compensation requires the use of a valuation model.  ASC 718 is a 
complex accounting standard, the application of which requires significant judgment and the use of estimates, particularly surrounding 
Black-Scholes assumptions such as stock price volatility, expected option lives, and expected option forfeiture rates, to value equity-
based compensation.  The Company currently uses a Black-Scholes option pricing model to calculate the fair value of its stock 
options.  The Company primarily uses historical data to determine the assumptions to be used in the Black-Scholes model and has no 
reason to believe that future data is likely to differ materially from historical data. However, changes in the assumptions to reflect 
future stock price volatility and future stock award exercise experience could result in a change in the assumptions used to value 
awards in the future and may result in a material change to the fair value calculation of stock-based awards.  ASC 718 requires the 
recognition of the fair value of stock compensation in net income.  Although every effort is made to ensure the accuracy of our 
estimates and assumptions, significant unanticipated changes in those estimates, interpretations and assumptions may result in 
recording stock option expense that may materially impact our financial statements for each respective reporting period.

Impact of New Accounting Pronouncements

Revenue Recognition – Multiple Deliverable Revenue Arrangements 
 
In October 2009, the FASB issued guidance for Revenue Recognition – Multiple Deliverable Revenue Arrangements (Subtopic 605-
25) “Subtopic”. This accounting standard update establishes the accounting and reporting guidance for arrangements under which the 
vendor will perform multiple revenue – generating activities. Vendors often provide multiple products or services to their customers. 
Those deliverables often are provided at different points in time or over different time periods. Specifically, this Subtopic addresses 
how to separate deliverables and how to measure and allocate arrangement consideration to one or more units of accounting.  The 
amendments in this guidance will affect the accounting and reporting for all vendors that enter into multiple-deliverable arrangements 
with their customers when those arrangements are within the scope of this Subtopic.
  
This Statement is effective for fiscal years, and interim periods within those fiscal years, beginning on or after June 15, 2010. Earlier 
adoption is permitted. If a vendor elects early adoption and the period of adoption is not the beginning of the entity’s fiscal year, the 
entity will apply the amendments under this Subtopic retrospectively from the beginning of the entity’s fiscal year.  The presentation 
and disclosure requirements shall be applied retrospectively for all periods presented. Management believes this Statement will have 
no impact on the financial statements of the Company once adopted.
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ITEM 3 - Quantitative and Qualitative Disclosures about Market Risk 

The Company does not issue or invest in financial instruments or derivatives for trading or speculative purposes. Substantially all of 
the operations of the Company are conducted in the United States, and, as such, are not subject to material foreign currency 
exchange rate risk. Although the Company's assets included $1,800,000 in cash, the market rate risk associated with changing 
interest rates in the United States is not material

ITEM 4 – Controls and Procedures 

The Company has established and maintains “disclosure controls and procedures” (as those terms are defined in Rules 13a –15(e) 
and 15d-15(e) under the Securities and Exchange Act of 1934 (the “Exchange Act’).  Christopher L. Coccio, Chief Executive 
Officer (principal executive) and Stephen J. Bagley, Chief Financial Officer (principal accounting officer) of the Company, have 
evaluated the Company’s disclosure controls and procedures as of November 30, 2009.  Based on this evaluation, they have 
concluded that the Company’s disclosure controls and procedures were effective to ensure that information required to be disclosed 
by the Company in reports that it files or submits under the Exchange Act is (1) recorded, processed, summarized and reported 
within the time periods specified in Securities and Exchange Commission rules and forms, and (2) accumulated and communicated to 
Management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding timely disclosure. 

In addition, there were no changes in the Company’s internal controls over financial reporting during the third fiscal quarter of 2010 
that have materially affected, or are reasonably likely to materially affect, internal controls over financial reporting. 
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PART II - OTHER INFORMATION 

  

  Item 1. Legal Proceedings
    None
      
  Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
    None
      
  Item 3. Defaults Upon Senior Securities
    None
      
  Item 4. Submission of Matters to a Vote of Security Holders
    None
      
  Item 5. Other Information
    None
      
  Item 6. Exhibits and Reports
      
    31.1 – 31.2 – Rule 13a - 14(a)/15d – 14(a) Certification 
      
    32.1 – 32.2 – Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to section 906 of the 

Sarbanes-Oxley Act of 2002. 
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SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant has caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized.

Dated: January 12, 2010

SONO-TEK CORPORATION 
              (Registrant)

Christopher L. Coccio
Chief Executive Officer

Stephen J. Bagley
Chief Financial Officer

  

         /s/ Christopher L. Coccio 
  By: ____________________________________

         /s/ Stephen J. Bagley 
  By: ____________________________________
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Exhibit 31.1
 

RULE 13a-14/15d – 14(a) CERTIFICATION 

I, Christopher L. Coccio, Chief Executive Officer, certify that:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the  issuer, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the issuer’s disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and

d) Disclosed in this report any change in the issuer’s internal control over financial reporting that occurred during the issuer’s most 
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial 
reporting; and

 

  1. I have reviewed this quarterly report on Form 10-Q of Sono-Tek Corporation; 

  2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to 
the period covered by this quarterly report;

  3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the issuer as of, and for the periods presented in this quarterly 
report;

  4. Sono-Tek Corporation’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d – 15(e) and internal control over financial reporting (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f) for the  issuer and have: 

  5. Sono-Tek Corporation’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the issuer’s auditors and the audit committee of the issuer’s board of directors: 

  a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect the issuer’s ability to record, process, summarize and report financial information; and 

  b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the issuer’s 
internal controls over financial reporting.

Date:  January 12, 2010 /s/ Christopher L. Coccio       
  Christopher L. Coccio
  Chief Executive Officer
    



Exhibit 31.2
 

RULE 13a-14/15d – 14(a) CERTIFICATION 

I, Stephen J. Bagley, Chief Financial Officer, certify that:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the issuer, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the issuer’s disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and

d) Disclosed in this report any change in the issuer’s internal control over financial reporting that occurred during the issuer’s most 
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial 
reporting; and

 

  1. I have reviewed this quarterly report on Form 10-Q of Sono-Tek Corporation; 

  2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to 
the period covered by this quarterly report;

  3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the issuer as of, and for the periods presented in this quarterly 
report;

  4. Sono-Tek Corporation’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d – 15(e) and internal control over financial reporting (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f) for the  issuer and have: 

  5. Sono-Tek Corporation’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the issuer’s auditors and the audit committee of the issuer’s board of directors: 

  a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect the issuer’s ability to record, process, summarize and report financial information; and 

  b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the issuer’s 
internal controls over financial reporting.

Date:  January 12, 2010 /s/ Stephen J. Bagley       
  Stephen J. Bagley
  Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Sono-Tek Corporation (the “Company”) on Form 10Q for the period ended November 
30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”).  I, Christopher L. Coccio, Chief 
Executive Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-
Oxley Act of 2002, that:

  Date: January 12, 2010

  /s/ Christopher L. Coccio       
  Christopher L. Coccio
  Chief Executive Officer

 

  (1) The Report fully complies with the requirements of section 13(a) and 15(d) of the Securities Exchange Act of 
1934; and

  (2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of 
operations of the Company.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Sono-Tek Corporation (the “Company”) on Form 10Q for the period ended November 
30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”).  I, Stephen J. Bagley, Chief 
Financial Officer, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 
2002, that:

  Date: January 12, 2010

  /s/ Stephen J. Bagley       
  Stephen J. Bagley
  Chief Financial Officer

 

  (1) The Report fully complies with the requirements of section 13(a) and 15(d) of the Securities Exchange Act of 
1934; and

  (2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of 
operations of the Company.




