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TO THE STOCKHOLDERS
OF RILEY STOKER CORPORATION:

There is submitted herewith for your consideration the audited Consolidated Balance
Sheet as at December 31, 1949, the audited Statements of Consolidated Retained Earnings,
Income, and Application of Funds for the year ended December 31, 1949. The net income was
$1,708,621.41 after pfovision for Federal taxes. After deducting the Preferred Stock dividend,
this is equivalent to $4.87 per share on the Common Stock and compares with similar figures
of $7.33 for 1948, $2.21 for 1947, $1.68 for 1946, $.54 for 1945, and $.95 for 1944.

The net income for 1949 is exceeded only by that for 1948, which was fifty per cent higher.
Production for 1949 was only four per cent lower than the best previous year, which was 1948.
The reduction in net income is largely accounted for by the unsettled conditions in the coal
industry, the steel strike, and a seventeen-week illegal strike at the Detroit plant of your
Corporation where fuel-burning equipment is manufactured.

During 1949 dividends of $1.50 per share, amounting to $3,858.00, were paid on the
Preferred Stock as of March 30, 1949, and at that time the entire remaining outstanding Pre-
ferred Stock was retired at a cost of $401,232.00. The capital structure of the Corporation now
consists only of 350,000 shares of Common Stock having a par value of $3.00 per share. Divi-
dends of 90 cents per share, $315,000.00, were paid during 1949 on the Common Stock.

After depreciation of $114,734.35, the net investment in land, buildings, and equipment
increased during 1949 by $325,671.01, and the net current position improved by $678,552.05.
The details of the absorption of the increase in the net current position are shown on the
Consolidated Statement of Application of Funds.

Your Corporation has entered the year 1950 with a good volume of unfilled orders, and
the new business taken during the first three months of this year is almost equal to that for
the last six months of 1949. Itis very pleasing to the Management to observe the large number
of repeat orders received from old customers in the industrial and public utility fields.

The outlook for good business in 1950 is very favorable, provided that labor conditions
do not adversely affect our operations.

We are glad to acknowledge the effective cooperation of our employees, customers and
suppliers during the past year.
Yours very truly,

F. H. DanieLs,
Chairman

L. E. GriFriTH,

- President
Worcester, Massachusetts

March 31,1950
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Consolidated Statement of Application of Funds
For the Year Ended December 31, 1949

Funps ProviDED
Net Income . e
Add: Charges against income, reqmrmg no expendlture of cash

Depreciation $114,734.35

Less: Gain from sale of leed Assets 326.66
Proceeds from sale of Fixed Assets
Adjustment of Taxes and Other Charges apphcable to prior years

Total Funds Provided .
Funps AppLIED

Additions to Fixed Assets £440,079.28
Redemption of Preferred Stock Outstandmg 401,232.00
Dividends on Preferred Stock 3,858.00
Dividends on Common Stock 315,000.00

INcrEAaSE IN WoORKING CaPITAL

CuanGEes IN WORKING CAPITAL FOR THE YEAR
Reduction in Bank Loans
Decrease in Accounts Payable
Decrease in Federal Income Tax
Decrease in Other Current Liabilities
Increase in Other Current Assets .

Less:
Decrease in Notes and Accounts Receivable

Increase IN WorkinNG CaprtaL (As above)

To tue Boarp or DirecToRrs
RiLey StoxEr CORPORATION
WoORCESTER 6§, MASSACHUSETTS

$1,708,621.41

114,407.69

2,453.50
13,238.73

$1,838,721.33

1,160,169.28

We have examined the consolidated balance sheet of the Riley Stoker Corporation and its
subsidiary companies as at December 31, 1949, and the related statements of consolidated income
and retained invested earnings for the year ended at that date; and have had submitted to us a
report of other public accountants on their examination of the subsidiary not examined by us.
Qur examination was made in accordance with generally accepted auditing standards, and accord-
ingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the accompanying consolidated balance sheet and statements of consolidated
income and retained invested earnings present fairly the financial position of Riley Stoker Corpora-
tion and its subsidiary companies at December 31, 1949 and the results of their operations for the
year ended at that date, in conformity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year.

Georce A. Smate anND Company,

Certified Public Accountants
Worcester, Massachusetts

March 20, 1950

$678,552.05

$660,000.00
467,600.76
540,399.65
76,957.91
263,670.91

$2,008,629.23

1,330,077.18

$678,552.05
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RILEY STOKER CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEET

Decemeer 31, 1949

ASSETS
CURRENT ASSETS
Cash . e 8513,373.67
Notes and Accounts Receivable (Less Reserve $33,449.39) . Lo 5,702,252.41
Inventories (Priced at Cost or Lower) . . R RN 3,173,108.59
Engineering Work in Process . . . = . . . Lo 352,741.53
Advances to Salesmen, Erectors and Agents L oL . 86,622.97
Prepaid Insurance, Taxes and Other Expenses . . BN 219,892.19
Total Current Assets Lo R .o . $10,047,991.36
EmrrLovees’ Casu—Savings Bonp Account (See Contra) . . . . Lo 3,897.48
Fixep AsseTs
Land . . .o - Lo $196,022.33
Buildings . . B Lo R 1,768,752.57
Machinery and Equipment Lo oo 1,870,324.54
Buildings and Machinery Under Construction A . . 28,042.80
$3,863,142.24
Less: Reserve for Depreciation . Lo 2,057,184.83 1,805,957.41
PaTEnTs—At cost less reserve . . . . . . . . . . . .. 8,254.31
Orner AsseTs
Securities Acquired . . . . . . . . . . Lo . . 4,722.95
$11,870,823.53
001789
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LIABILITIES
CurreNT LiaBILITIES
Bank Loans
Accounts Payable—Trade, Etc.
Advance Billing on Contracts
Accrued Items
Wages
Commissions and Fees
Social Security and Withheld Taxzes
State and Other Taxes

Federal Income Tax .

Total Current Liabilities

EmpLoYEES' Savines Bonp Corrections (See Contra) .

RESERVE FOR CONTINGENCIES

SToCEBOLDERS' INVESTMENT
Capital Stock, Par Value, $3.00 per share
Authorized and Issued, 350,000 shares

AcQuIRED PaIp 1y Carrtar—Per attached statement

Rerainen Investen Earnings—Per attached statement

£1,250,000.00

444,467.83

391,144.35
%61,204.13
207,413.29
78,078.89
109,189.35

1,044,709.85 1,500,595.51

$3,586,207.69

3,897.48

150,000.00

1,050,000.00

27,933.12

7,052,785.22

$11,870,823.51
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Consolidated Statement of Paid in Capital
and Retained Invested Earnings

For the Year Ended December 31, 1949

Acquirep Paip 1n CapiTaL
Balance, December 31, 1948

Depucr:

Portion of the excess of redemption value over par value of preferred stock redeemed;
balance being charged to retained invested earnings .

Balance, December 31, 1949

ReraiNeDp INVESTED EarNiNGs
Balance, December 31, 1948

Debucr:

Portion of the excess of redemption value over par value of preferred
stock redeemed, which exceeds the available balance of additional

paid in capital Ce e $96,333.72
LEss:
Refund of state tax, adjustments of various tax reserves, bad debt
reserve and expenses affecting prior years . . . . . . . 13,155.03

$75,631.40

47,698.28

$27,933.12

$5,746,200.50

83,178.69

App: Net Income for Year

Depucr:

Dividends on
Preferred Stock . . . . . . . . . . . . . $3,858.00
Common Stock . . . . . . . . . . . . .. 315,000.00

$5,663,021.81
1,708,621.41

$7.371,643.22

318,858.00

Balance, December 31, 1949

Consolidated Statement of Income
For the Year Ended December 31, 1949

Income from Operations after selling and administrative expenses, but before depreciation
Depreciation

Operating Income
Other Income .
Other Deductions .

Income before Federal Income Tax .
Provision for Federal Income Tax

Net Income for Year .

$7,052,785.22

$2,837,094.14
114,734.35

$2,722,359.79

82,630.95

$2,804,990.74

51,659.48

$2,753,331.26

1,044,709.85

$1,708,621.41
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