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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.  20549

FORM 10-Q

Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the quarterly period ended September 30, 2008

Commission File No. 1-16263

MARINE PRODUCTS CORPORATION
(exact name of registrant as specified in its charter)

Delaware 58-2572419
(State or other jurisdiction of incorporation or

organization)
(I.R.S. Employer Identification Number)

2801 Buford Highway, Suite 520, Atlanta, Georgia  30329
(Address of principal executive offices)    (zip code)

Registrant’s telephone number, including area code -- (404) 321-7910

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

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

Large accelerated filer  o  Accelerated filer  x  Non-accelerated filer  o  Smaller reporting company  o

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

As of October 30, 2008, Marine Products Corporation had 36,430,449 shares of common stock outstanding.
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES
PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS
AS OF SEPTEMBER 30, 2008 AND DECEMBER 31, 2007

(In thousands)
(Unaudited)

September 30, December 31,
2008 2007

ASSETS (Note 1)

Cash and cash equivalents $ 5,045 $ 3,233
Marketable securities 13,970 8,870
Accounts receivable, net 1,400 3,540
Inventories 24,707 33,159
Income taxes receivable 1,635 1,321
Deferred income taxes 1,415 2,746
Prepaid expenses and other current assets 1,792 2,159
Total current assets 49,964 55,028
Property, plant and equipment, net 14,933 15,944
Goodwill 3,308 3,308
Marketable securities 38,551 36,087
Deferred income taxes 2,628 1,098
Other assets 6,923 7,261
Total assets $ 116,307 $ 118,726

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable $ 4,676 $ 4,621
Accrued expenses and other liabilities 10,644 14,294
Total current liabilities 15,320 18,915
Pension liabilities 5,333 5,572
Other long-term liabilities 497 482
Total liabilities 21,150 24,969
Common stock 3,643 3,602
Capital in excess of par value - -
Retained earnings 91,690 90,105
Accumulated other comprehensive (loss) income (176) 50
Total stockholders' equity 95,157 93,757
Total liabilities and stockholders' equity $ 116,307 $ 118,726

The accompanying notes are an integral part of these consolidated statements.
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(In thousands except per share data)
(Unaudited)

Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007

Net sales $ 31,582 $ 52,481 $ 152,858 $ 185,326
Cost of goods sold 26,478 41,215 123,263 145,162
Gross profit 5,104 11,266 29,595 40,164
Selling, general and administrative expenses 4,086 6,471 18,965 22,834
Operating income 1,018 4,795 10,630 17,330
Interest income 623 585 1,815 1,948
Income before income taxes 1,641 5,380 12,445 19,278
Income tax provision 957 2,151 3,733 6,857
Net income $ 684 $ 3,229 $ 8,712 $ 12,421

Earnings per share
Basic $ 0.02 $ 0.09 $ 0.24 $ 0.33
Diluted $ 0.02 $ 0.08 $ 0.24 $ 0.32

Dividends per share $ 0.065 $ 0.060 $ 0.195 $ 0.180

Average shares outstanding
Basic 35,824 37,028 35,773 37,329
Diluted 36,476 38,154 36,465 38,501

The accompanying notes are an integral part of these consolidated statements.
4
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008

(In thousands)
(Unaudited)

Comprehensive Common Stock
Capital in
Excess of Retained Accumulated

Income Shares Amount Par Value Earnings Other Total
Balance,
December 31,
2007 36,018 $ 3,602 $ — $ 90,105 $ 50 $ 93,757
Stock issued for
stock incentive
plans, net 867 87 1,948 — — 2,035
Stock purchased
and retired (455) (46) (3,672) (53) — (3,771)
Net income $ 8,712 — — — 8,712 — 8,712

Other comprehensive
income, net of tax:
Unrealized loss on
securities, net of
reclassification
adjustment (226) — — — — (226) (226)
Comprehensive
income $ 8,486
Dividends
declared — — — (7,074) — (7,074)
Stock-based
compensation — — 1,116 — — 1,116
Excess tax benefits
for share -
based payments — — 608 — — 608
Balance,
September 30,
2008 36,430 $ 3,643 $ - $ 91,690 $ (176) $ 95,157

The accompanying notes are an integral part of this consolidated statement.
5
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(In thousands)
(Unaudited)

Nine months ended September 30,
2008 2007

OPERATING ACTIVITIES
Net income $ 8,712 $ 12,421
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 1,300 1,503
Gain on sale of equipment and property (14) -
Stock-based compensation expense 1,116 1,122
Excess tax benefits for share-based payments (608) (335)
Deferred income tax (benefit) provision (228) 816
(Increase) decrease in assets:
Accounts receivable 2,140 (2,636)
Inventories 8,452 (3,481)
Prepaid expenses and other current assets 367 242
Income taxes receivable 294 (291)
Other non-current assets 338 (850)
Increase (decrease) in liabilities:
Accounts payable 55 4,491
Accrued expenses and other liabilities (3,650) (284)
Other long-term liabilities (224) 220
Net cash provided by operating activities 18,050 12,938

INVESTING ACTIVITIES
Capital expenditures (289) (1,123)
Proceeds from sale of property and equipment 14 -
Purchases of marketable securities (46,302) (61,483)
Sales of marketable securities 37,387 15,657
Maturities of marketable securities 1,000 -
Net cash used for investing activities (8,190) (46,949)

FINANCING ACTIVITIES
Payment of dividends (7,074) (6,793)
Excess tax benefits for share-based payments 608 335
Cash paid for common stock purchased and retired (1,619) (7,840)
Proceeds received upon exercise of stock options 37 103
Net cash used for financing activities (8,048) (14,195)

Net increase (decrease) in cash and cash equivalents 1,812 (48,206)
Cash and cash equivalents at beginning of period 3,233 54,456
Cash and cash equivalents at end of period $ 5,045 $ 6,250
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The accompanying notes are an integral part of these consolidated statements.
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL

The accompanying unaudited condensed financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America for interim financial information and
with the instructions to Form 10-Q and Article 10 of Regulation S-X.  Accordingly, they do not include all of
the information and footnotes required by generally accepted accounting principles for complete financial
statements.  In the opinion of management, all adjustments (all of which consisted of normal recurring
accruals) considered necessary for a fair presentation have been included.  Operating results for the nine
months ended September 30, 2008 are not necessarily indicative of the results that may be expected for the
year ending December 31, 2008.

The balance sheet at December 31, 2007 has been derived from the audited financial statements at that date
but does not include all of the information and footnotes required by generally accepted accounting principles
for complete financial statements.

For further information, refer to the consolidated financial statements and footnotes thereto included in the
Company's annual report on Form 10-K for the year ended December 31, 2007.

A group that includes the Company’s Chairman of the Board, R. Randall Rollins and his brother Gary W.
Rollins, who is also director of the Company, and certain companies under their control, controls in excess of
fifty percent of the Company’s voting power.

2. EARNINGS PER SHARE

Statement of Financial Accounting Standard (“SFAS”) 128, “Earnings Per Share,” requires a basic earnings per
share and diluted earnings per share presentation. The two calculations differ as a result of the dilutive effect
of stock options and time lapse restricted shares and performance restricted shares included in diluted
earnings per share, but excluded from basic earnings per share. Basic and diluted earnings per share are
computed by dividing net income by the weighted average number of shares outstanding during the respective
periods.  A reconciliation of weighted average shares outstanding is as follows:

7
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands except per share data amounts)
Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007

Net income $ 684 $ 3,229 $ 8,712 $ 12,421
(numerator for basic and diluted earnings per share)
Shares (denominator):
Weighted average shares outstanding 35,824 37,028 35,773 37,329
(denominator for basic earnings per share)
Dilutive effect of stock options and restricted shares 652 1,126 692 1,172
Adjusted weighted average shares outstanding 36,476 38,154 36,465 38,501
(denominator for diluted earnings per share)

Earnings Per Share:
Basic $ 0.02 $ 0.09 $ 0.24 $ 0.33
Diluted $ 0.02 $ 0.08 $ 0.24 $ 0.32

The effect of certain stock options as shown below were excluded in the computation of weighted average
shares outstanding because the effect of their inclusion would be anti-dilutive to earnings per share:

(in thousands)
Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007
Stock options 47 48 47 48

3. RECENT ACCOUNTING PRONOUNCEMENTS

In October 2008, the FASB issued FASB Staff Position (FSP) No. FAS 157-3, “Determining the Fair Value of a
Financial Asset When the Market for That Asset Is Not Active.”   FSP 157-3 clarifies the application of SFAS
No. 157, “Fair Value Measurements,” in a market that is not active and provides an example to illustrate key
considerations in determining the fair value of a financial asset when the market for that financial asset is not
active.  Certain key existing principles of SFAS 157 illustrated in the example include the following:
determining fair value in a dislocated market depends on the facts and circumstances and may require the use of
significant judgment when evaluating the various sources of the fair value measurement including individual
transactions or broker quotes.  In addition, FSP FAS 157-3 states that if an entity uses its own assumptions to
determine fair value, it must include appropriate risk adjustments that market participants would make for
nonperformance and liquidity risks.  FSP FAS 157-3 is effective upon issuance, including prior periods for
which financial statements have not been issued.  The Company adopted FSP FAS 157-3 in the third quarter of
2008 and has concluded that it does not have a material effect on its consolidated financial statements.

8
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In September 2008, the FASB issued FSP No. FAS 133-1 and FIN 45-4, “Disclosures about Credit Derivatives
and Certain Guarantees – An Amendment of FASB Statement No. 133 and FASB Interpretation No. 45; and
Clarification of the Effective Date of FASB Statement No. 161.”   This FSP amends FASB Statement No. 133,
“Accounting for Derivative Instruments and Hedging Activities,” to require disclosures by sellers of credit
derivatives, including credit derivatives embedded in a hybrid instrument.  This FSP also amends FASB
Interpretation No. (FIN) 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others,” to require an additional disclosure about the current status of the
payment/performance risk of a guarantee.   Further this FSP clarifies the Board’s intent about the effective date
of FASB Statement No. 161, “Disclosures about Derivative Instruments and Hedging Activities.”  The provisions
of this FSP that amend SFAS 161 and FIN 45 are effective for reporting periods ending after November 15,
2008 and the clarification of the effective date of SFAS 161 is effective upon issuance of this FSP.  The
Company is currently in the process of determining the additional disclosures required upon the adoption of this
FSP.

In June 2008, the FASB issued FSP EITF 03-6-1, “Determining Whether Instruments Granted in Share-Based
Payment Transactions Are Participating Securities,” to clarify that all outstanding unvested share-based payment
awards that contain non-forfeitable rights to dividends or dividend equivalents, whether paid or unpaid, are
participating securities. An entity must include participating securities in its calculation of basic and diluted
earnings per share (EPS) pursuant to the two-class method, as described in FASB Statement 128, Earnings per
Share. FSP EITF 03-6-1 is effective for fiscal years beginning after December 15, 2008 and interim periods
within those fiscal years. The Company intends to adopt FSP EITF 03-6-1 effective January 1, 2009 and apply
its provisions retrospectively to all prior-period EPS data presented in its financial statements. The Company has
periodically issued share-based payment awards that contain non-forfeitable rights to dividends and is in the
process of evaluating the impact that the adoption of FSP EITF 03-6-1 will have on its financial statements.

In April 2008, the FASB issued FSP FAS No. 142-3, which amends the factors that must be considered in
developing renewal or extension assumptions used to determine the useful life over which to amortize the cost
of a recognized intangible asset under SFAS No. 142, “Goodwill and Other Intangible Assets.” The FSP requires
an entity that is estimating the useful life of a recognized intangible asset to consider its historical experience in
renewing or extending similar arrangements or, in the absence of historical experience, must consider
assumptions that market participants would use about renewal or extension that are both consistent with the
asset’s highest and best use and adjusted for entity-specific factors under SFAS No. 142.  The FSP is effective
for fiscal years beginning after December 15, 2008, and the guidance for determining the useful life of a
recognized intangible asset must be applied prospectively to intangible assets acquired after the effective date.
The Company does not expect the adoption of FSP FAS No. 142-3 to have a material effect on its consolidated
financial statements.

9
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In May 2008, the FASB issued SFAS 162, “The Hierarchy of Generally Accepted Accounting Principles.”   SFAS
162 is intended to improve financial reporting by identifying a consistent framework, or hierarchy, for selecting
accounting principles to be used in financial statements that are presented in conformity with U.S. generally
accepted accounting principles for nongovernmental entities.  SFAS 162 is effective 60 days following the SEC’s
approval of the Public Company Accounting Oversight Board amendments to AU Section 411, The Meaning of
Present Fairly in Conformity With Generally Accepted Accounting Principles.  The adoption of SFAS 162 is not
expected to have a significant impact on the Company’s consolidated financial statements.

In March 2008, the FASB issued SFAS 161, “Disclosures about Derivative Instruments and Hedging Activities -
an Amendment of FASB Statement 133.” SFAS 161 requires enhanced disclosures regarding how: (a) an entity
uses derivative instruments; (b) derivative instruments and related hedged items are accounted for under FASB
Statement No. 133, Accounting for Derivative Instruments and Hedging Activities; and (c) derivative
instruments and related hedged items affect an entity's financial position, financial performance, and cash flows.
Statement 161 is effective for fiscal years and interim periods beginning after November 15, 2008 with early
application being encouraged.  The Company does not have any derivative instruments nor is currently involved
in hedging activities and therefore adoption of SFAS 161 is not expected to have a material impact on the
Company’s consolidated financial statements.

In February 2008, the FASB issued FSP FAS 157-1, “Application of FASB Statement No. 157 to FASB
Statement No. 13 and Other Accounting Pronouncements that Address Fair Value Measurements for Purposes
of Lease Classification or Measurement under Statement 13,” and FSP FAS 157-2, “Effective Date of FASB
Statement No. 157.” These FSPs:

● Exclude certain leasing transactions accounted for under FASB Statement
No. 13, Accounting for Leases, from the scope of Statement 157. The
exclusion does not apply to fair value measurements of assets and liabilities
recorded as a result of a lease transaction but measured pursuant to other
pronouncements within the scope of Statement 157.

● Defer the effective date in FASB Statement No. 157, Fair Value
Measurements, for one year for certain nonfinancial assets and nonfinancial
liabilities, except those that are recognized or disclosed at fair value in the
financial statements on a recurring basis (at least annually).

10
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FSP FAS 157-1 is effective upon the initial adoption of Statement 157.  FSP FAS 157-2 is effective February
12, 2008.  The Company has adopted the provisions of FSP 157-1 and 157-2 in the first quarter of 2008.  See
Note 12 – “Fair Value Measurements” for details regarding the impact of adoption.

4. COMPREHENSIVE INCOME

The components of comprehensive income for the applicable period are as follows:

(in thousands) Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007
Comprehensive income:
Net income $ 684 $ 3,229 $ 8,712 $ 12,421
Other comprehensive loss,
net of taxes:
Unrealized (loss) gain on
securities available for sale,
net of reclassification
adjustment during the period (94) 185 (226) 181
Total comprehensive income $ 590 $ 3,414 $ 8,486 $ 12,602

5. STOCK-BASED COMPENSATION

The Company reserved 5,250,000 shares of common stock under the 2001 and 2004 Stock Incentive Plans
each of which expires ten years from the date of approval.  These plans provide for the issuance of various
forms of stock incentives, including, among others, incentive and non-qualified stock options and restricted
stock.  As of September 30, 2008, there were approximately 1,778,000 shares available for grants.
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MARINE PRODUCTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Stock-based compensation for the three months and nine months ended September 30, 2008 and 2007 were as
follows:

(in thousands) Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007

Pre – tax cost $ 371 $ 374 $ 1,116 $ 1,122
After tax cost $ 247 $ 269 $ 747 $ 791

Stock Options

Transactions involving Marine Products stock options for the nine months ended September 30, 2008 were as
follows:

Shares

Weighted
Average
Exercise
Price

Weighted
Average
Remaining
Contractual

Life

Aggregate
Intrinsic
Value

Outstanding at January 1, 2008 1,670,124 $ 3.03 3.1 years
Granted - - N/A
Exercised (675,227) 3.22 N/A
Forfeited (2,550) 6.77 N/A
Expired - - N/A
Outstanding at September 30, 2008 992,347
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