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Indicate by check mark  whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Exchange Act 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 þ   No o

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

Large accelerated filer
o Accelerated filer o Non-accelerated filero

Smaller Reporting
Company þ

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o                      No þ

There were 3,686,435 shares of Common Stock, $.01 par value, outstanding as of April 28, 2010.
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PART I – FINANCIAL INFORMATION

ITEM 1.                 FINANCIAL STATEMENTS

WINLAND ELECTRONICS, INC.
CONDENSED BALANCE SHEETS
(In Thousands, Except Share Data)

ASSETS
March 31,
2010

December
31, 2009

(Unaudited)
Current Assets
 Cash $- $55
 Accounts receivable, less allowance for doubtful accounts of $55
 and $49, respectively 2,852 2,823
 Refundable income taxes 1,021 1,023
 Inventories, less allowance for obsolescence of $619 and
 $562, respectively 3,865 3,039
 Prepaid expenses and other assets 287 256
 Total current assets 8,025 7,196

 Property and equipment at cost 12,035 12,266
 Less accumulated depreciation (7,897 ) (7,937 )
 Net property and equipment 4,138 4,329
 Total assets $12,163 $11,525

 LIABILITIES AND STOCKHOLDERS' EQUITY

 Current Liabilities
 Checks written in excess of bank balances $123 $-
 Revolving line of credit agreement 546 367
 Current maturities of long-term debt 387 380
 Accounts payable 1,922 1,132
 Accrued expenses:
 Compensation 504 369
 Other 75 49
 Total current liabilities 3,557 2,297

 Long Term Liabilities
 Long-term debt, less current maturities 600 699
 Deferred revenue 120 122
 Other long term tax liabilities 258 258
 Total long-term liabilities 978 1,079

 Stockholders' Equity
Common stock, par value $0.01 per share; authorized 20,000,000
shares; issued and outstanding 3,686,435 shares as of March 31, 2010 and December 31,
2009 37 37
 Additional paid-in capital 5,034 5,016
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 Retained earnings 2,557 3,096
 Total stockholders' equity 7,628 8,149
 Total liabilities and stockholders' equity $12,163 $11,525

 See Notes to Condensed Financial Statements
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WINLAND ELECTRONICS, INC.
CONDENSED STATEMENTS OF OPERATIONS
(In Thousands, Except Share and Per Share Data)

(Unaudited)

For the Three Months
Ended March 31,
2010 2009

Net sales $4,544 $7,152
Cost of sales 4,127 6,076
Gross profit 417 1,076

Operating expenses:
General and administrative 460 626
Sales and marketing 377 368
Research and development 105 147
Total operating expenses 942 1,141

Operating loss (525 ) (65 )

Interest Expense and Other:
Interest expense (21 ) (23 )
Other income (expense), net 9 (15 )
Total other expense (12 ) (38 )

Loss before income taxes (537 ) (103 )

Income tax expense (2 ) (22 )
Net loss $(539 ) $(125 )

Loss per common share:
Basic and diluted $(0.15 ) $(0.03 )

Weighted-average number of common shares outstanding:
Basic and diluted 3,686,435 3,669,148

 See Notes to Condensed Financial Statements
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WINLAND ELECTRONICS, INC.
CONDENSED STATEMENTS OF CASH FLOWS

(In Thousands of Dollars)
(Unaudited)

For the Three Months
Ended March 31,
2010 2009

Cash Flows From Operating Activities
 Net loss $(539 ) $(125 )
 Adjustments to reconcile net loss to net cash provided
 by (used in) operating activities:
 Depreciation and amortization 200 207
 Non-cash stock based compensation 18 37
 Increase in allowance for doubtful accounts 6 -
 Loss (gain) on disposal of equipment (6 ) 18
 Changes in assets and liabilities:
 Accounts receivable (35 ) 36
 Refundable income taxes 2 21
 Inventories (826 ) 224
 Prepaid expenses (31 ) (50 )
 Accounts payable and checks written in excess of
 bank balances 913 (275 )
 Accrued expenses, including deferred revenue and
 other long term tax liabilities 159 121
 Net cash provided by (used in) operating activities (139 ) 214

 Cash Flows From Investing Activities
 Purchases of property and equipment (9 ) (30 )
 Proceeds from sale of property and equipment 6 7
 Net cash used in investing activities (3 ) (23 )

 Cash flows From Financing Activities
 Net borrowings on revolving credit agreement 179 33
 Net principal payments on long-term borrowings,
 including capital lease obligations (92 ) (121 )
 Net cash provided by (used in) financing activities 87 (88 )

 Net increase (decrease) in cash (55 ) 103

 Cash
 Beginning 55 356
 Ending $- $459

 Supplemental Disclosures of Cash Flow Information
 Cash payments for:
 Interest $21 $23

 See Notes to Condensed Financial Statements
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Winland Electronics, Inc.
Notes to Condensed Financial Statements

Note 1.  Basis of Presentation

The accompanying unaudited condensed financial statements have been prepared by Winland Electronics, Inc. (the
“Company” or “Winland”) in accordance with accounting principles generally accepted in the United States of America
for the preparation of interim financial information and the instructions to Form 10-Q and Article 10 of
Regulation S-X of the Securities and Exchange Commission (the “SEC”). Accordingly, they do not include all of the
information and notes required by accounting principles generally accepted in the United States of America for
complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
adjustments) considered necessary for a fair presentation have been included. Financial results for the three months
ended March 31, 2010 are not necessarily indicative of the results that may be expected for the year ending
December 31, 2010.   The footnotes are in thousands unless noted.

The condensed balance sheet at December 31, 2009 has been derived from the audited financial statements as of that
date but does not include all of the information and footnotes required by accounting principles generally accepted in
the United States of America for complete financial statement presentation.

This financial information should be read in conjunction with the financial statements and notes included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2009.

Management is required to make certain estimates and assumptions which affect the amounts of assets, liabilities,
revenue and expenses reported.  Actual results could differ materially from these estimates and assumptions.

The Company evaluates events through the date the financial statements are filed for events requiring adjustment to or
disclosure in the financial statements.

Reclassifications:  Certain condensed statement of operations and segment reporting footnote disclosure amounts for
the three months ended March 31, 2009 have been reclassified to be consistent with the classifications adopted for the
same period ended March 31, 2010.  These reclassifications had no impact on operating loss, net loss or retained
earnings.

Note 2.  Segment Reporting

Accounting Standards Codification (“ASC”) 280, Segment Reporting, requires an enterprise to report segment
information in the same way that management internally organizes its business for assessing performance and making
decisions regarding the allocation of resources.  The Company evaluates the performance of operating segments and
allocates resources based on profit and loss from operations.

The Company’s EMS segment consists of the design and manufacturing of printed circuit board assemblies and higher
level products sold mainly to Original Equipment Manufacturer (OEM) customers.  Winland offers complete solutions
to OEM customer needs by providing value-added services that complement its contract manufacturing
capabilities.  This is part of a “concept to product realization” strategy, the elements of which may include product
concept studies, product design, printed circuit board design, design for manufacturing, higher level assembly and box
build, repair service, and legacy support.  These services differentiate Winland from many competitors and are
intended to increase customer satisfaction, confidence, and loyalty.  Winland views EMS customers as strategic
partners and works to provide these partners with high level customer care and technical services.

Edgar Filing: WINLAND ELECTRONICS INC - Form 10-Q

9



The Company’s Proprietary segment represents an established family of environmental security products that can
monitor critical environments including simple and sophisticated microprocessor and mechanically controlled sensors
and alarms.  These products monitor and detect critical environmental changes, such as changes in temperature or
humidity, water leakage and power failures.

The Company’s remaining activities are included in “Other”.  These are unallocated corporate level expenses, which
include costs related to the administrative functions performed in a centralized manner and not attributable to
particular segments (e.g., executive compensation expense, accounting, human resources and information technology
support), are reported in the reconciliation of the segment totals to consolidated totals as “Other” items.

Segment assets or other balance sheet information are not presented to the Company’s chief operating decision
maker.  Accordingly, the Company has not presented information relating to segment assets.
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Winland Electronics, Inc.
Notes to Condensed Financial Statements

Note 2.  Segment Reporting (Continued)

The following table presents nets sales and operating income (loss) by reportable segment:

WINLAND ELECTRONICS, INC.
SEGMENT REPORTING

($ in thousands) EMS Proprietary Other Total
Three months ended March 31, 2010
Net sales $ 3,697 $ 847 $ - $ 4,544
Gross profit 77 340 - 417
Operating income (loss) (46 ) 86 (565 ) (525 )

Three months ended March 31, 2009
Net sales $ 6,423 $ 729 $ - $ 7,152
Gross profit 762 314 - 1,076
Operating income (loss) 652 56 (773 ) (65 )

Note 3.  Major Customers

The Company has various customers that accounted for 10 percent (10%) or more of net sales for the three months
ended March 31, 2010 and 2009 as follows:

For the Three Months Ended March
31,

Sales percentage: 2010 2009
   Customer A 39 % 38 %
   Customer B 17 % 12 %
   Customer C 10 % 8 %
   Customer D 0 % 15 %

The Company had net receivables (as a percentage of total receivables) from the above customers at March 31, 2010
and 2009 as follows:

Accounts receivable percentage: 2010 2009
   Customer A 50 % 40 %
   Customer B 1 % 6 %
   Customer C 16 % 9 %
   Customer D 0 % 2 %

Note 4.  Loss per Common Share

Loss per common share: Basic loss per common share is computed by dividing the net loss by the weighted-average
number of common shares outstanding during the period. Diluted loss per common share is computed by dividing the
net loss by the weighted-average number of common shares outstanding during the period, including potentially
dilutive shares such as the options and warrants to purchase shares of common stock at various amounts per share (see
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Note 7).  For the three months ended March 31, 2010 and 2009, the diluted loss per share was the same as basic loss
per share since the effects of options and warrants would have been anti-dilutive. The diluted share calculation
excluded 401,500 and 475,300 weighted average shares for the three months ended March 31, 2010 and 2009,
respectively, as inclusion of these shares would have been anti-dilutive.
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Winland Electronics, Inc.
Notes to Condensed Financial Statements

Note 5.  Inventories

The components of inventories were as follows net of reserves:

($ in thousands)
March 31,

2010
December
31, 2009

Raw materials $2,812,000 $2,202,000
Work in progress 305,000 275,000
Finished goods 748,000 562,000
Total $3,865,000 $3,039,000

Winland estimates excess, slow moving and obsolete reserves for inventory on a quarterly basis based upon order
demand and production requirements for its major customers and annual reviews for other customers.  Management’s
estimated valuation reserve for slow moving and obsolete raw and finished goods inventories was $619,000 at March
31, 2010 and $562,000 at December 31, 2009.

Note 6.  Allowance for Rework and Warranty Costs

Winland provides a limited warranty to its OEM customers who require Winland to repair or replace product that is
defective, due to Company workmanship issues, at no cost to the customer.  In addition, Winland provides a limited
warranty for its proprietary products for a period of one year, which requires Winland to repair or replace defective
product at no cost to the customer or refund the purchase price.  The reserve reflecting historical experience and
potential warranty issues is determined based on specific customer experience factors including rate of return by item,
average weeks outstanding from production to return, average cost of repair and relation of repair cost to original sales
price.  Any specific known warranty issues are considered individually.   These are analyzed to determine the
probability and the amount of financial exposure, and a specific reserve is established.  The allowance for rework and
warranty costs was $45,000 and $80,000 at March 31, 2010 and 2009, respectively.

Changes in the Company’s warranty liability were approximately as follows:

For the Three Months Ended March
31,

($ in thousands) 2010 2009
Balance, Beginning $ 45 $ 80
Accruals for products sold 23 38
Expensing of specific warranty items (23 ) (38 )
Balance, Ending $ 45 $ 80

Note 7.  Stock-Based Awards

For the three months ended March 31, 2010, the Company did not grant any options.  For the three months ended
March 31, 2009, the Company granted 12,000 options which had weighted average grant date fair values of $0.70.
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Compensation expense associated with stock based compensation plans was $18,000 and $37,000 for the three months
ended March 31, 2010 and 2009, respectively.

At March 31, 2010, there was $85,000 of unrecognized compensation cost related to share-based payments which is
expected to be recognized over a weighted-average period of 2 years.
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Winland Electronics, Inc.
Notes to Condensed Financial Statements

Note 8.  Income Taxes

The Company calculates its income tax expense by estimating the annual effective tax rate and applying that rate to
the year-to-date ordinary income (loss) at the end of the period.  The Company records a tax valuation allowance
when it is more likely than not that it will not be able to recover the value of its deferred tax assets.

As of March 31, 2010 and 2009, the Company calculated its estimated annualized effective tax rate at 0% and 1.4%,
respectively.  The Company recognized an income tax expense of $2,000 based on its $538,000 pre-tax loss for the
three months ended March 31, 2010.  The $2,000 tax effect was a provision to return difference identified subsequent
to the filing of the 2009 Federal and state income tax returns.  The Company recognized an income tax expense of
$22,000 based on its $103,000 pre-tax loss for the three months ended March 31, 2009.  The $22,000 tax effect was a
provision to return difference identified subsequent to the filing of the 2008 Federal and state income tax returns.

Winland recognizes the financial statement benefit of a tax position only after determining that the relevant tax
authority would more likely than not sustain the position following an audit.  For tax positions meeting the
more-likely-than-not threshold, the amount recognized in the financial statements is the largest benefit that has a
greater than 50 percent likelihood of being realized upon ultimate settlement with the relevant tax authority.

The Company files income tax returns in the U.S. federal and state jurisdictions and is currently under examination by
the Internal Revenue Service (IRS) for its 2004 through 2009 tax years and the State of Minnesota for its 2003
through 2009 tax years.   The Company recognized a $301,000 reduction in income tax expense as of December 31,
2007 for credits filed with the Internal Revenue Service and the State of Minnesota for tax years 2003 through 2007,
net of $129,000 reserve for ASC 740, Income Taxes.  An additional $129,000 of unrecognized tax benefits was
recorded for the twelve months ended December 31, 2009 for changes in opinion on positions taken in these open
years. The years 2004 through 2009 remain open for examination by other state agencies.

The Company recognizes interest accrued on uncertain tax positions as well as interest received from favorable tax
settlements within interest expense.  The Company recognizes penalties accrued on unrecognized tax benefits within
general and administrative expenses.  As of March 31, 2010 and 2009, the Company recognized no interest or
penalties related to uncertain tax positions due to their insignificance to its financial position and results of operations.

Given the fact that the Company is currently under audit by the IRS and the State of Minnesota, it is possible that
significant changes in the gross balance of unrecognized tax benefits may occur within the next year.  An estimate of
the range of such gross changes cannot be made at this time.   The Company expects that any changes would have a
significant impact on its effective tax rate and expected cash receipts for income taxes refundable within the next year.

Note 9.  Financing Arrangement

On April 1, 2010, the Company and Marshall and Ilsley (M&I) Bank of Milwaukee, WI entered into Amendment 16
to the Credit and Security Agreement (“Credit Agreement”) dated June 30, 2003.  The Credit Agreement, as amended,
provides a $2.0 million secured revolving credit facility which may be borrowed, repaid and re-borrowed from time to
time until its maturity on March 31, 2011.  Loans under the Credit Agreement, as amended, will bear interest at either
a base rate of 5.0 percent or a Eurocurrency rate equal to the London Inter-Bank Offered Rate (“LIBOR”) for the
relevant term plus 3.5 percent, which ever rate is higher.  The rate as of March 31, 2010 was 5.0%, the base rate.  The
outstanding balance under this revolving credit facility was $546,000 as of March 31, 2010.  The amendment did not
result in any debt modification.
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ITEM 2:                      MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

Winland Electronics, Inc. is a manufacturer providing a variety of products to customers predominantly within the
transportation, industrial, instrumentation and medical market sectors primarily in North America.  The Company
operates in two business segments:  Electronic Manufacturing Services (EMS) and Proprietary Products.  EMS
provides complete product realization services to OEM customers by providing value-added services which include
product concept studies, product design, printed circuit board design, design for manufacturing, higher level assembly
and box build, and legacy support.  Proprietary Products develops and markets an established family of environmental
security products that can monitor critical environments.  The Company’s security products include simple and
sophisticated microprocessor and mechanically controlled sensors and alarms that monitor and detect critical
environmental changes, such as changes in temperature or humidity, water leakage and power failures.

EXECUTIVE SUMMARY

Although Winland established new customer relationships over the last several quarters, sales from these new
customers during the first quarter were of low impact because the transition of those customers’ new products into
production quantities occurred at a slower pace than expected. As a result, sales compared unfavorably to the first
quarter of 2009, but consistent with the fourth quarter of 2009. Other factors negatively impacting sales during the
current quarter versus the comparable quarter in 2009 were (1) the completion of a large design engineering project
with no similar offsetting project this year; (2) the transition of Select Comfort from Winland; and (3) the decline in
sales from our top three customers. The impact of lower sales was high unabsorbed fixed overhead.

Although our efforts to achieve sales growth have had a slow start in the first quarter, we believe the customers we
have aligned ourselves to in the past few months have excellent long-term potential and operate in diversified
industries.

We experienced growth in sales of Winland’s proprietary products and continue to believe our investments in sales and
marketing are essential to the Company’s long-term growth plans.

RESULTS OF OPERATIONS

Three months ended March 31, 2010 vs.
Three months ended March 31, 2009

The Company reported a net loss of $539,000 or $0.15 per basic and diluted share for the three months ended March
31, 2010 compared to a net loss of $125,000 or $0.03 per basic and diluted share for the same period in 2009.

Net Sales

Net sales for the three months ended March 31, 2010 were $4,544,000, down $2,608,000 from the same period in
2009.  EMS net sales of $3,697,000 were down $2,726,000 compared to the same period last year, a 42%
decrease.  Sales to Customer A, a Minnesota based onboard fleet management solutions provider, were down
$947,000.  Sales to Customer B, a Florida based medical products company, decreased $94,000.  Customer C, a global
leader in the manufacture of compact, professional electronic test tools based in Washington, had sales decrease
$109,000.  Sales to Customer D, who allowed their contract to expire at the end of the March 2009, were down
$1,060,000.  Net sales of Proprietary Products increased $118,000 or 16% to $847,000 compared to a year ago
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primarily due to sales to our largest distributor being up $106,000.

Operating Loss

The Company reported an operating loss of $525,000 for the three months ended March 31, 2010 compared to an
operating loss of $65,000 for the same period in 2009.  Gross margins decreased from 15.0% to 9.2% for the three
months ended March 31, 2010 compared to the same period in 2009.

Table of Contents
Page 10

Edgar Filing: WINLAND ELECTRONICS INC - Form 10-Q

18



The Company’s EMS segment reported an operating loss of $46,000 for the three months ended March 31, 2010
compared to operating income of $652,000 reported a year ago.  EMS gross margins were 2.1% for the three months
ended March 31, 2010 down from 11.9% in 2009 due to under utilization of fixed overhead expenses.  Operating
expenses increased slightly compared to the same period a year ago.

The Company’s Proprietary Products segment operating income was $86,000 for the three months ended March 31,
2010 up $30,000 compared to the same period last year.  Proprietary Products segment gross margins were 40.1% for
the three months ended March 31, 2010 compared to 43.1% for the same period a year ago.  Operating expenses were
$254,000, down $78,000 primarily due to a reduction of new product development expenses of $91,000, reduced
marketing and advertising expenses of $14,000 offset by commissions paid to independent manufacturers’ sales
representative organizations of $45,000.

General and Administrative expenses were $460,000 down $166,000 compared to the same period a year ago
primarily due to reductions in audit fees of $88,000 and reduced wages and benefits of $62,000.

Research and Development expenses were $105,000 down $42,000 compared to the same period a year ago primarily
due to reduced wages and benefits of $32,000.

Interest Expense and Other, Net

Interest expense and other consists primarily of interest expense and miscellaneous income and expense.  Interest
expense for the three months ended March 31, 2010 was $21,000 compared to $23,000 during the same period a year
ago.  The Company had $546,000 outstanding on its revolving line-of-credit as of March 31, 2010 compared to a
$367,000 outstanding balance at March 31, 2009.

Income Tax

As discussed in Note 8 to the Condensed Financial Statements, income tax benefits were calculated using an estimated
annual blended federal and state income tax rate of 0% and 1.4% for the three months ended March 31, 2010 and
2009, respectively.  The Company recognized an income tax expense of $2,000 based on its $537,000 pre-tax loss for
the three months ended March 31, 2010 compared to an income tax expense of $22,000 based on its $103,000 pre-tax
loss for the three months ended March 31, 2009.

The income tax expense as of March 31, 2010 includes a $2,000 tax effect of provision to return difference identified
subsequent to the filing of the 2009 Federal and state income tax returns.  The income tax expense as of March 31,
2009 includes a $22,000 tax effect of provision to return differences identified subsequent to the filing of the 2008
Federal and state income tax returns.

LIQUIDITY AND CAPITAL RESOURCES

Operating activities used cash of $144,000 for the three months ended March 31, 2010 compared to providing
$214,000 of cash for the same period in 2009.  For the three months ended March 31, 2010, the net loss of $539,000
was partially offset by depreciation expense of $200,000 and net changes in working capital of $182,000.  For the
three months ended March 31, 2010, the $125,000 net loss was offset by depreciation expense of $207,000, net
changes in working capital of $77,000 and non-cash stock compensation expense of $37,000.  Cash used in investing
activities was used to acquire capital equipment of $5,000 and $30,000 for the three months ended March 31, 2010
and 2009, respectively.  Cash used in financing activities for the payment of long-term debt was $92,000 and
$121,000 for the three months ended March 31, 2010 and 2009, respectively.  For the three months ended March 31,
2010 and 2009, cash was provided by borrowing against the revolving line-of-credit in the amount of $179,000 and
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$33,000, respectively.

The current ratio was 2.3 to 1 at March 31, 2010 and 3.1 to 1 at December 31, 2009 with working capital equaling
$4.5 million and $4.9 million at March 31, 2010 and December 31, 2009, respectively.  The Company had $546,000
outstanding on its revolving line-of-credit as of March 31, 2010 with $1,306,000 available for borrowings.  The
revolving line-of-credit expires on March 31, 2011, if not renewed prior to then.
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As discussed in Note 9 to the Condensed Financial Statements, the Company and M&I Bank entered into Amendment
No. 16 to the Credit Agreement which reflects changes agreed to by both parties based on current economic
conditions and Winland’s recent financial performance.  The Company’s future capital requirements will depend on
many factors, including the timing and amount of its revenues and its investment decisions, which may affect the
Company’s ability to generate additional cash.  Management believes that its anticipated operating cash flows,
availability of funds under the line-of-credit and cash receivable from its refundable income taxes will be sufficient to
meet its anticipated cash requirements for working capital, capital investments and payment of long term debt for the
next twelve months. Thereafter, if cash generated from operations and financing activities is insufficient to satisfy
working capital requirements, the Company may seek additional funding through bank borrowings or other means.
There can be no assurance that the Company will be able to raise any such capital on acceptable terms or at all.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this Form 10-Q and other written and oral statements made from time to time by
Winland do not relate strictly to historical or current facts.  As such, they are considered “forward-looking statements”
that provide current expectations or forecasts of future events.  Such statements can be identified by the use of
terminology such as “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “could,” “possible,” “plan,” “project,” “should,” “will,”
“forecast” and similar words or expressions.  Winland's forward-looking statements generally relate to its purchase order
levels, building market share in the EMS market, growth strategies, financial results, product development, sales
levels, sales efforts, the long-term potential of Winland's diversified customer base, Winland's investments in sales
and marketing and the sufficiency of capital.".  One must carefully consider forward-looking statements and
understand that such statements involve a variety of risks and uncertainties, known and unknown, and may be affected
by inaccurate assumptions.  Consequently, no forward-looking statement can be guaranteed, and actual results may
vary materially from results or circumstances described in such forward-looking statements.  As provided for under
the Private Securities Litigation Reform Act of 1995, Winland wishes to caution investors that its forward-looking
statements in some cases have affected and in the future could affect Winland’s actual results of operations and cause
such results to differ materially from those anticipated in forward-looking statements made in this document and
elsewhere by or on behalf of Winland.

Please refer to forward-looking statements as previously disclosed in Winland’s annual report on Form 10-K for fiscal
year ended December 31, 2009.

ITEM 3.                      QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

None.

ITEM 4.                      CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

As of March 31, 2010, the end of the period covered by this report, management, including the Chief Executive
Officer (“CEO”) and the Chief Financial Officer (“CFO”) evaluated the effectiveness of disclosure controls and
procedures (as defined in the Exchange Act Rules 13a-15(e) and 15d-15(e)) as of such date. Based on that evaluation,
the CEO and CFO have concluded that the Company’s disclosure controls and procedures were effective as of March
31, 2010.
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Changes in Internal Control over Financial Reporting

There were no changes in the Company’s internal control over financial reporting that occurred during the three
months ended March 31, 2010 that have materially affected, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting.

Table of Contents
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PART II – OTHER INFORMATION

ITEM 1.                      LEGAL PROCEEDINGS

None.

ITEM 1A.                      RISK FACTORS

Please refer to the risk factors as previously disclosed in our annual report on Form 10-K for fiscal year ended
December 31, 2009.

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

See Exhibit Index following the signature page.

Table of Contents
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SIGNATURES

Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the Company has caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized.

Winland Electronics, Inc.

Date:  April 30, 2010 By: /s/ Thomas J. de Petra
Thomas J. de Petra
President and Chief Executive Officer
(Principal Executive Officer)

By: /s/ Glenn A. Kermes
Glenn A. Kermes
Chief Financial Officer
 (Principal Financial and Accounting
Officer)
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.  20549

EXHIBIT INDEX TO FORM 10-Q

For the fiscal quarter ended March 31,
2010

Commission File No. 1-15637

__________________________

WINLAND ELECTRONICS, INC.
__________________________

Exhibit No. Description

31.1 Certification of Chief Executive Officer Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

32.2 Certification of Chief Financial Officer Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

Table of Contents
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2007

2006 Quarters

First Quarter

Fourth

Third

Second

First

Earnings and dividends

Amounts in thousands, except per share

Interest income (taxable-equivalent basis)
 $866,172   876,197   858,008   817,552   782,003 
Interest expense
  410,622   404,356   395,652   366,298   330,246 

Net interest income
  455,550   471,841   462,356   451,254   451,757 
Less: provision for credit losses
  27,000   28,000   17,000   17,000   18,000 
Other income
  236,483   256,417   273,902   262,602   252,931 
Less: other expense
  399,037   383,810   408,941   376,997   382,003 
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Income before income taxes
  265,996   316,448   310,317   319,859   304,685 
Applicable income taxes
  84,900   97,996   94,775   102,645   97,037 
Taxable-equivalent adjustment
  5,123   5,123   5,172   4,641   4,731 

Net income
 $175,973   213,329   210,370   212,573   202,917 

Per common share data

Basic earnings
 $1.60   1.93   1.89   1.91   1.82 
Diluted earnings
  1.57   1.88   1.85   1.87   1.77 
Cash dividends
 $.60   .60   .60   .60   .45 
Average common shares outstanding

Basic
  109,694   110,705   111,047   111,259   111,693 
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Diluted
  112,187   113,468   113,897   113,968   114,347 

Performance ratios, annualized

Return on

Average assets
  1.25%  1.50%  1.49%  1.54%  1.49%
Average common stockholders� equity
  11.38%  13.55%  13.72%  14.35%  13.97%
Net interest margin on average earning assets (taxable-equivalent basis)
  3.64%  3.73%  3.68%  3.66%  3.73%
Nonperforming loans to total loans and leases, net of unearned discount
  .63%  .52%  .43%  .38%  .35%
Efficiency ratio (a)
  57.75%  52.79%  55.47%  52.29%  54.21%

Net operating (tangible) results (b)

Net income (in thousands)
 $187,162   224,733   223,228   221,838   210,856 
Diluted net income per common share
  1.67   1.98   1.96   1.95   1.84 
Annualized return on
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Average tangible assets
  1.40%  1.67%  1.67%  1.69%  1.64%
Average tangible common stockholders� equity
  24.11%  28.71%  30.22%  30.02%  29.31%
Efficiency ratio (a)
  55.09%  50.22%  52.76%  50.70%  52.36%

Balance sheet data

In millions, except per share

Average balances

Total assets (c)
 $57,207   56,575   56,158   55,498   55,106 
Total tangible assets (c)
  54,085   53,437   53,004   52,522   52,130 
Earning assets
  50,693   50,235   49,849   49,443   49,066 
Investment securities
  7,214   7,556   7,898   8,314   8,383 
Loans and leases, net of unearned discount
  43,114   42,474   41,710   40,980   40,544 
Deposits
  37,966   38,504   39,158   38,435   37,569 
Stockholders� equity (c)
  6,270   6,244   6,085   5,940   5,893 
Tangible stockholders� equity (c)
  3,148   3,106   2,931   2,964   2,917 
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At end of quarter

Total assets (c)
 $57,842   57,065   56,373   56,507   55,420 
Total tangible assets (c)
  54,727   53,936   53,227   53,345   52,443 
Earning assets
  51,046   50,379   49,950   49,628   49,281 
Investment securities
  7,028   7,252   7,626   7,903   8,294 
Loans and leases, net of unearned discount
  43,507   42,947   42,098   41,599   40,859 
Deposits
  38,938   39,911   39,079   38,514   38,171 
Stockholders� equity (c)
  6,253   6,281   6,151   6,000   5,919 
Tangible stockholders� equity (c)
  3,138   3,152   3,005   2,838   2,942 
Equity per common share
  57.32   56.94   55.58   54.01   53.11 
Tangible equity per common share
  28.77   28.57   27.15   25.55   26.41 

Market price per common share

High
 $125.13   124.98   124.94   119.93   117.39 
Low
  112.05   117.31   116.00   112.90   105.72 
Closing
  115.83   122.16   119.96   117.92   114.14 
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(a) Excludes impact of merger-related expenses and net securities transactions.

(b) Excludes amortization and balances related to goodwill and core deposit and other intangible assets and
merger-related expenses which, except in the calculation of the efficiency ratio, are net of applicable income tax
effects. A reconciliation of net income and net operating income appears in table 2.

(c) The difference between total assets and total tangible assets, and stockholders� equity and tangible stockholders�
equity, represents goodwill, core deposit and other intangible assets, net of applicable deferred tax balances. A
reconciliation of such balances appears in table 2.

-40-
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M&T BANK CORPORATION AND SUBSIDIARIES

Table 2

RECONCILIATION OF QUARTERLY GAAP TO NON-GAAP MEASURES

2007 2006 Quarters

First
Quarter Fourth Third Second First

Income statement data
In thousands, except per share
Net income
Net income $175,973 213,329 210,370 212,573 202,917
Amortization of core deposit and
other intangible assets (a) 11,189 11,404 12,154 6,921 7,939
Merger-related expenses (a) � � 704 2,344 �

Net operating income $187,162 224,733 223,228 221,838 210,856

Earnings per share
Diluted earnings per common share $ 1.57 1.88 1.85 1.87 1.77
Amortization of core deposit and
other intangible assets (a) .10 .10 .10 .06 .07
Merger-related expenses (a) � � .01 .02 �

Diluted net operating earnings per
share $ 1.67 1.98 1.96 1.95 1.84

Other expense
Other expense $399,037 383,810 408,941 376,997 382,003
Amortization of core deposit and
other intangible assets (18,356) (18,687) (19,936) (11,357) (13,028)
Merger-related expenses � � (1,155) (3,842) �

Noninterest operating expense $380,681 365,123 387,850 361,798 368,975

Merger-related expenses
Salaries and employee benefits $ � � 305 510 �
Equipment and net occupancy � � 12 212 �
Printing, postage and supplies � � 141 14 �
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Other costs of operations � � 697 3,106 �

Total $ � � 1,155 3,842 �

Balance sheet data
In millions
Average assets
Average assets $ 57,207 56,575 56,158 55,498 55,106
Goodwill (2,909) (2,909) (2,909) (2,909) (2,907)
Core deposit and other intangible
assets (241) (261) (281) (107) (112)
Deferred taxes 28 32 36 40 43

Average tangible assets $ 54,085 53,437 53,004 52,522 52,130

Average equity
Average equity $ 6,270 6,244 6,085 5,940 5,893
Goodwill (2,909) (2,909) (2,909) (2,909) (2,907)
Core deposit and other intangible
assets (241) (261) (281) (107) (112)
Deferred taxes 28 32 36 40 43

Average tangible equity $ 3,148 3,106 2,931 2,964 2,917

At end of quarter
Total assets
Total assets $ 57,842 57,065 56,373 56,507 55,420
Goodwill (2,909) (2,909) (2,909) (2,909) (2,909)
Core deposit and other intangible
assets (232) (250) (271) (291) (111)
Deferred taxes 26 30 34 38 43

Total tangible assets $ 54,727 53,936 53,227 53,345 52,443

Total equity
Total equity $ 6,253 6,281 6,151 6,000 5,919
Goodwill (2,909) (2,909) (2,909) (2,909) (2,909)
Core deposit and other intangible
assets (232) (250) (271) (291) (111)
Deferred taxes 26 30 34 38 43
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Total tangible equity $ 3,138 3,152 3,005 2,838 2,942

(a) After any related tax effect.
-41-
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Table 3

AVERAGE BALANCE SHEETS AND ANNUALIZED TAXABLE-EQUIVALENT RATES

2007 First Quarter 2006 Fourth Quarter 2006 Third Quarter
Average AverageAverage AverageAverage Average

Average balance in millions; interest in thousands balance Interest Rate balance Interest rate balance Interest rate

Assets
Earning assets
Loans and leases, net of unearned discount*
Commercial, financial, etc. $11,753 $210,889 7.28% 11,523 212,716 7.32% 11,436 210,733 7.31%
Real estate � commercial 15,474 282,322 7.30 15,492 291,681 7.53 15,256 283,197 7.43
Real estate � consumer 5,939 96,136 6.48 5,537 90,551 6.54 5,053 81,833 6.48
Consumer 9,948 182,186 7.43 9,922 185,578 7.42 9,965 183,041 7.29

Total loans and leases, net 43,114 771,533 7.26 42,474 780,526 7.29 41,710 758,804 7.22

Interest-bearing deposits at banks 8 66 3.56 11 68 2.45 13 121 3.67
Federal funds sold and agreements to resell securities 304 4,801 6.40 125 2,327 7.42 136 2,487 7.23
Trading account 53 111 0.83 69 342 1.98 92 680 2.97
Investment securities**
U.S. Treasury and federal agencies 2,428 26,610 4.45 2,627 28,490 4.30 2,826 30,396 4.27
Obligations of states and political subdivisions 125 2,234 7.11 131 2,244 6.83 147 2,434 6.61
Other 4,661 60,817 5.29 4,798 62,200 5.14 4,925 63,086 5.08

Total investment securities 7,214 89,661 5.04 7,556 92,934 4.88 7,898 95,916 4.82

Total earning assets 50,693 866,172 6.93 50,235 876,197 6.92 49,849 858,008 6.83

Allowance for credit losses (656) (652) (648)
Cash and due from banks 1,304 1,332 1,365
Other assets 5,866 5,660 5,592

Total assets $57,207 56,575 56,158

Liabilities and stockholders� equity
Interest-bearing liabilities
Interest-bearing deposits
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NOW accounts $ 437 1,167 1.08 461 1,063 .92 434 960 .88
Savings deposits 14,733 60,842 1.67 14,549 58,591 1.60 14,463 51,816 1.42
Time deposits 11,657 136,682 4.76 12,086 141,853 4.66 13,016 152,571 4.65
Deposits at foreign office 3,717 47,649 5.20 3,777 49,503 5.20 3,674 48,244 5.21

Total interest-bearing deposits 30,544 246,340 3.27 30,873 251,010 3.23 31,587 253,591 3.19

Short-term borrowings 4,852 63,564 5.31 4,794 64,173 5.31 4,441 59,487 5.31
Long-term borrowings 7,308 100,718 5.59 6,174 89,173 5.73 5,660 82,574 5.79

Total interest-bearing liabilities 42,704 410,622 3.90 41,841 404,356 3.83 41,688 395,652 3.77

Noninterest-bearing deposits 7,422 7,631 7,571
Other liabilities 811 859 814

Total liabilities 50,937 50,331 50,073

Stockholders� equity 6,270 6,244 6,085

Total liabilities and stockholders� equity $57,207 56,575 56,158

Net interest spread 3.03 3.09 3.06
Contribution of interest-free funds .61 .64 .62

Net interest income/margin on earning assets $455,550 3.64% 471,841 3.73% 462,356 3.68%

* Includes nonaccrual loans.

** Includes available for sale securities at amortized cost.
(continued)
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M&T BANK CORPORATION AND SUBSIDIARIES

Table 3 (continued)

AVERAGE BALANCE SHEETS AND ANNUALIZED TAXABLE-EQUIVALENT RATES (continued)

2006 Second Quarter 2006 First Quarter
Average Average Average Average

Average balance in millions; interest in thousands balance Interest rate balance Interest rate

Assets
Earning assets
Loans and leases, net of unearned discount*
Commercial, financial, etc. $11,274 $197,945 7.04% 11,034 181,057 6.65%
Real estate � commercial 14,947 269,632 7.22 14,678 260,008 7.09
Real estate � consumer 4,860 76,377 6.29 4,601 71,097 6.18
Consumer 9,899 172,523 6.99 10,231 171,342 6.79

Total loans and leases, net 40,980 716,477 7.01 40,544 683,504 6.84

Interest-bearing deposits at banks 16 111 2.85 10 72 3.03
Federal funds sold and agreements to resell securities 30 405 5.36 31 378 4.88
Trading account 103 753 2.94 98 671 2.75
Investment securities**
U.S. Treasury and federal agencies 3,062 32,473 4.25 3,024 30,310 4.06
Obligations of states and political subdivisions 171 2,804 6.55 176 2,741 6.21
Other 5,081 64,529 5.09 5,183 64,327 5.03

Total investment securities 8,314 99,806 4.81 8,383 97,378 4.71

Total earning assets 49,443 817,552 6.63 49,066 782,003 6.46

Allowance for credit losses (645) (641)
Cash and due from banks 1,326 1,360
Other assets 5,374 5,321

Total assets $55,498 55,106

Liabilities and stockholders� equity
Interest-bearing liabilities
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Interest-bearing deposits
NOW accounts $ 438 779 .71 409 659 .65
Savings deposits 14,254 47,579 1.34 14,335 43,557 1.23
Time deposits 12,699 139,032 4.39 11,870 118,058 4.03
Deposits at foreign office 3,598 43,798 4.88 3,383 36,803 4.41

Total interest-bearing deposits 30,989 231,188 2.99 29,997 199,077 2.69

Short-term borrowings 4,326 53,623 4.97 4,555 50,567 4.50
Long-term borrowings 5,930 81,487 5.51 6,293 80,602 5.19

Total interest-bearing liabilities 41,245 366,298 3.56 40,845 330,246 3.28

Noninterest-bearing deposits 7,446 7,572
Other liabilities 867 796

Total liabilities 49,558 49,213

Stockholders� equity 5,940 5,893

Total liabilities and stockholders� equity $55,498 55,106

Net interest spread 3.07 3.18
Contribution of interest-free funds .59 .55

Net interest income/margin on earning assets $451,254 3.66% 451,757 3.73%

* Includes nonaccrual loans.

** Includes available for sale securities at amortized cost.
-43-
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

     Incorporated by reference to the discussion contained under the caption �Taxable-equivalent Net Interest Income� in
Part I, Item 2, �Management�s Discussion and Analysis of Financial Condition and Results of Operations.�

Item 4. Controls and Procedures.

     (a) Evaluation of disclosure controls and procedures. Based upon their evaluation of the effectiveness of M&T�s
disclosure controls and procedures (as defined in Exchange Act rules 13a-15(e) and 15d-15(e)), Robert G. Wilmers,
Chairman of the Board and Chief Executive Officer, and René F. Jones, Executive Vice President and Chief Financial
Officer, believe that M&T�s disclosure controls and procedures were effective as of March 31, 2007.

     (b) Changes in internal control over financial reporting. M&T regularly assesses the adequacy of its internal
control over financial reporting and enhances its controls in response to internal control assessments and internal and
external audit and regulatory recommendations. No changes in internal control over financial reporting have been
identified in connection with the evaluation of disclosure controls and procedures during the quarter ended March 31,
2007 that have materially affected, or are reasonably likely to materially affect, M&T�s internal control over financial
reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings.

     M&T and its subsidiaries are subject in the normal course of business to various pending and threatened legal
proceedings in which claims for monetary damages are asserted. Management, after consultation with legal counsel,
does not anticipate that the aggregate ultimate liability arising out of litigation pending against M&T or its subsidiaries
will be material to M&T�s consolidated financial position, but at the present time is not in a position to determine
whether such litigation will have a material adverse effect on M&T�s consolidated results of operations in any future
reporting period.

Item 1A. Risk Factors.

     There have been no material changes in risk factors relating to M&T to those disclosed in response to Item 1A. to
Part I of Form 10-K for the year ended December 31, 2006.

-44-
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

     (a)�(b) Not applicable.

     (c)

Issuer Purchases of Equity Securities

(d) Maximum
(c)Total Number (or

Number of Approximate
Shares Dollar Value)

(or Units) of Shares
Purchased (or Units)

(a)Total as Part of that may yet
Number (b)Average Publicly be Purchased
of Shares Price Paid Announced Under the
(or Units) per Share Plans or Plans or

Period Purchased(1) (or Unit) Programs Programs (2)

January 1 � January 31, 2007 716,462 $120.26 689,000 1,007,300
February 1 - February 28,
2007 410,949 121.68 400,000 5,607,300
March 1 � March 31, 2007 650,376 117.79 647,800 4,959,500

Total 1,777,787 $119.69 1,736,800

(1) The total number of shares purchased during the periods indicated includes shares purchased as part of publicly
announced programs and shares deemed to have been received from employees who exercised stock options by
attesting to previously acquired common shares in satisfaction of the exercise price, as is permitted under M&T�s
stock option plans.

(2) On November 21, 2005, M&T announced a program to purchase up to 5,000,000 shares of its common stock.
That program was completed in March 2007. On February 22, 2007, M&T announced another program to
purchase up to 5,000,000 shares of its common stock.

Item 3. Defaults Upon Senior Securities.

(Not applicable.)

Item 4. Submission of Matters to a Vote of Security Holders.

     (a)�(c) The 2007 Annual Meeting of Stockholders of M&T was held on April 17, 2007. At the 2007 Annual
Meeting, stockholders elected twenty (20) directors, all of whom were then serving as directors of M&T, for terms of
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one (1) year and until their successors are elected and qualified. The following table reflects the tabulation of the votes
with respect to each director who was elected at the 2007 Annual Meeting.

Number of Votes

Nominee For Withheld

Brent D. Baird 95,484,984 6,070,337
Robert J. Bennett 95,639,662 5,915,659
C. Angela Bontempo 95,625,773 5,929,548
Robert T. Brady 86,173,418 15,381,903
Michael D. Buckley 95,090,244 6,465,077
T. Jefferson Cunningham III 95,565,756 5,989,565
Mark J. Czarnecki 95,642,537 5,912,784
Colm E. Doherty 95,555,410 5,999,911
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Number of Votes

Nominee For Withheld

Richard E. Garman 95,619,922 5,935,399
Daniel R. Hawbaker 95,856,223 5,699,098
Patrick W.E. Hodgson 95,634,411 5,920,910
Richard G. King 95,541,578 6,013,743
Reginald B. Newman, II 95,233,712 6,321,609
Jorge G. Pereira 95,604,318 5,951,003
Michael P. Pinto 95,647,062 5,908,259
Robert E. Sadler, Jr. 95,626,864 5,928,457
Eugene J. Sheehy 95,595,563 5,959,758
Stephen G. Sheetz 95,865,935 5,689,386
Herbert L. Washington 95,677,001 5,878,320
Robert G. Wilmers 95,636,242 5,919,079
     At the 2007 Annual Meeting, stockholders also ratified the appointment of PricewaterhouseCoopers LLP as the
independent public accountant of M&T Bank Corporation for the year ending December 31, 2007. The following
table presents the tabulation of the votes with respect to such ratification.

Number of Votes

For Against Abstain

101,094,698 393,578 67,045

     (d) Not Applicable.

Item 5. Other Information.
             (None)

Item 6. Exhibits.

     The following exhibits are filed as a part of this report.

Exhibit
No.

10.1 Form of Incentive Stock Option Agreement. Filed herewith.

10.2 Form of Nonqualified Stock Option Agreement. Filed herewith.

10.3 Form of Restricted Stock Award Agreement. Filed herewith.

31.1 Certificate of Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.
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31.2 Certificate of Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.

32.1 Certification of Chief Executive Officer Under 18 U.S.C. §1350 pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. Filed herewith.

32.2 Certification of Chief Financial Officer Under 18 U.S.C. §1350 pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. Filed herewith.
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SIGNATURES

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

M&T BANK CORPORATION

Date: May 7, 2007 By: /s/ René F. Jones

René F. Jones
Executive Vice President
and Chief Financial Officer

EXHIBIT INDEX

Exhibit
No.

10.1 Form of Incentive Stock Option Agreement. Filed herewith.

10.2 Form of Nonqualified Stock Option Agreement. Filed herewith.

10.3 Form of Restricted Stock Award Agreement. Filed herewith.

31.1 Certification of Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.

31.2 Certification of Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.

32.1 Certification of Chief Executive Officer Under 18 U.S.C. §1350 pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. Filed herewith.

32.2 Certification of Chief Financial Officer Under 18 U.S.C. §1350 pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. Filed herewith.
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