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TO OUR STOCKHOLDERS AND EMPLOYEES:

Sales in our fiscal year ending March 31. 1961 were $733,000, the highest in the Company’s 13
years of operation, and up 68% from the $436.000 recorded in fiscal year 1960, As a
measure of growth, sales in 1956 were $104,000,

Lead glass windows for atomic radioactivity shiclding continue to
be our main product. As a new area of application, 40% of the year's
sales were for windows used in nuclear-powered submarines and ships,

Although still only 4% of sales, we have experienced an increasing
volume in orders for x-ray therapy rooms for hospitals, We are
continuing our sales effort in this area. Our regular line of windows is
varied in size and shape, ranging from 10 1bs. to 3 tons in weight,
with a considerable sales volume in prospect.

Operations were profitable, at 20¢ u shure. We believe next year will
be better, since equipment i

n the new building is working well,
The finuncial operating position of the Company improved greatly. Short term loans were
paid down by §78,000 and the remainder was converted into two long term loans, totaling
§264.000. These loans have a seven year term and make available an additional $123,000.

In April of thig year, Lee Miller was appointed General Manager to fill the vacancy created
by the resignation of John Gifford. Mr. Miller is well known in the atomic energy field for his
work in designing remote handling devises and large radiation windows. He has been with the
Company six yeurs and has been planl munager for the past two years.

We have set three operating goals for the coming year:

To find new applications for lead glass. An exciting discovery in the past few months is
that our lead glass has exceptional bullet-stopping power. Test-firings at our windows for this
purpose at Aberdeen Proving Grounds using military projectiles were highly successful, We
foresee a large market for our glass in military vehicles.

To develop new products in our field. Fused quartz is 1 major item in development now.
‘We have successfully made ingots in a vacuum furnace, and we ure working on furnaces for
drawing tubing. The total U. 8. A. market for quartz tubing is estimated at $6,000,000 per
year, largely for quartz mercury-vapor lamps for street lighting.

To continue to improve efficiency and reduce costs. Having i

proved our melting effici
our next move will be o build 4 more powerful grinding machine

ncy,

We expect these programs 10 bring about intercsting and profitable changes in the coming year.
We want (o express our appreciation to our employees, stockholders, smd directors for their
ion and supporl in making our Company’s growth possible.

Fhary [Dtan

Lakry PENBERTHY
President
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4 i ! : Sales of $733,669 in Fiscal Year 1961 were the highest in Company history. This
amounted to a 68% increase over sales of the prior year and was attributuble to greater
volume and higher prices. Volume rose 61% despite a 20% cut in AEC lunds, while
prices rose 11% per unit of glass sold. Approximately half of all business let out for bid
was successfully recovered during the year, and we continued to dominate the submarine
window business.

Prospects for the coming year should be attractive, the 209 cut in AEC funds having
been restored and the revised AEC budget having been increased over that of the prior
year.

isplsy st San Francises tom Pt Dacamzsr 1950 COST OF SALES
COMPARATIVE FINANCIAL HIGHLIGHTS The beneficial cffcets of moving into new facilities and installing improved equipment

were apparent this year as the ratio of cost of sales to total sales dropped to 78% from
91% in the prior year. Operation of the new melting furnace and shutdown of old
cquipment helped bring about a ficant increase in glass melting efficiency, while the
acquisition of a diamond-blade glass saw and more polishing machines, greatly in-
creased the eapacity of our grinding and polishing department.

Sales
Net Profit after Fuh.ml Income Tun

Net Profit per share
Nel Working Capita
Sharcowners equity

Bauity per share* . . . . . . . . . .

EARNINGS

Earmnings for the year werc 20c per share. This compares to the loss of S1.31 per
gs ¥ I p pe:

“Deeresse due to write-off of 1960 Eye Protective operntions share last year, the improvement being due to both increased sales and 1o operating

Raw gloss slabs ready for finishing.

It is significant to nole that interest charges of 31c per share were absorbed during
the year. As in the prior year, substantial research and development cflorts were charged
directly against earnings.

During the Fiscal Year 1960, a large furnace was built for the production of sheet glass
for sunglasses. Construction costs and expenscs of initial operation totaling $136,484 were
deferred. Lack of capital prevented us from suceessfully completing this project and no
further work was done during Fiscal Year 1961. Tn Tight of this, and without abandoning
the basic principle involved, your dircctors have elected to write off those costs incurred
which are no longer applicable to future operations.

The financial impact of this write-off is the elimination of the tax lubility for both
fiscal years 1961 and 1959 and the reduction of deferred charges, lowering the book
value per share to $2.74. Further information regarding the E, P. Furnace write-off
mily be found in footnote number 5 relating to the financial statement,




ASSETS

‘CURRENT ASSETS

Cash

Accounts receivable "
Recoverable Federal income tax .
Inventories (Note 1) .
Platinum (Notes 2 and 3) .

Prepaid expenses

Total Current Assets

EQUIPMENT-FIRGE S B

Plant machinery, equipment and building improvements

Automotive equipment .
Office equipment

Less accumulated depreciation

OTHER ASSETS

Eye protective glass project (Notes 3 and 5)
Molds and other shop supplies
Deferred expenses—other .
Demonstration cyuipment (Note 3) .
Formulas, processes and goodwill
Organization e¢xpense

Total Assets .

PENBERTHY INSTRUMENT COMPANY, INC.

1961

Sec Notes to Financial Statement

SEATT
ALANCE SHEE!

1960

E, WABHINGTON

MARCH 31, 1961 AND 1960

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES

Notes payable—bank:
Secured |
Unsecured .
Note payable— Richard T, Fuller—
current portion (Note 3) .
Accounts payable .
Accrued expenses:
Interest .
Payroll and vacation pay
Dircotors” fees

—other than income .
Provision for prior years’ Federal income tax
T'otal Current Liabilitics

LONG-TERM DEBT

Notes payable:
Richard E. Fuller—noncurrent portion (Note 3)
Peaberthy Electromelt Tnter
Total Tiabilities

onal, Ine. (Note 4)

STOCKHOLDERS' EQUITY

Class A common stock—authoerized 80,000 shares of
$2.50 par value each, issued and outstanding 36,293
shares at March 31, 1961 und 34,633 sharcs at
Murch 31, 1960

Class B common stock a\uhﬁrmd 48 UUU slmca ur

$2.50 par value cach, issued and outstanding,

44,452 shares at March 31, 1961 and 44,447 shares

at Murch 31, 1960
Paid-in capital

EBarned surplus (deficit) .
Total Stockholders’ Eqmly
Total Liabilities and Stockholders' Fx lmly

See Notes ta Fina

il Stutement

1861




PENBERTHY INSTRUME COMFANY, IN STATEMENT OF PAID IN CAPITAL

Years ended Maroh 31, 18681 and 18680

1961 1960

STATEMENT OF INCOME AND EARNED SURPLUS (DEFICIT) Balance, beginning of year . . .. $ 78344 S 46,758
Years ended March 31, 1961 and 1960 Excess of proceeds over par value ‘of stock issued

during year (Note 6) . . N = & 1,622 33,895

Less expenses incurred in cmm:c!mn nilenng
and sale of stock . . . . ¥ o e e (2.309)
S i Balance, End of Year . . . . . . . § 79968

SALES ——

COST OF SALES SR

WORKING CAPITAL
Gross Profit on Sales .

The ratio of working capital to current liabilitics rose during the year
from 1 to 1, to 6 to 1. as operations were conducted on a profitable basis,
inventories were reduced and major new long term financing was obtained.
SOURCE AND APPLICATION OF FUNDS
SOURCE OF FUNDS

EXPENSES

Research and development
General and administrative

- Net Income for year before provision for Federal Income Tax . . . § 22,674
Moving expense . . . i Depreciation of equipment .. . . . . . L L L : 20,679
Total Expl.rm.\ § 43,353
1 Funds borrowed from Richard E. Fuller (less

Operating Income ( uss) current maturity of $3,000) s e o E R RE 3 174.678
Proceeds from issuance of common stock . o e 5,785
OTHER EXPENSE (INCOME) Recovery of prior years’ income taxes—net . I 12,555

Interest expense . Additional prior years' income taxes o be recove red duc to

Sundry—net write-off of portions of eye protective glass project . . . . . . 12,552
APPLICATION OF FUNDS
Net additions to equipment .
Increase in other deferred expenses
Additions 10 Working Capital

Net Income (Loss) Before
Provision for Federal Income
Tax (Refund) and Special Charge

PROVISION FOR FEDERAL INCOME TAX (REFUND)
Net Tncome {Loss) Before Special Charge

See Mates ta Finan

Radiation deteclors. Sensitive element

Finished large window of silvar phosphate glacs.

SPECIAL CHARGE

Write-off of portion of eye protective glass pm]ccl
net of income taxes (Note )

Net Income (Loss) and ‘;peclal (,h.uge

EARNED SURPLUS (DEFICIT)
Balance at beginning of year

Dividends paid—cash .
Recovery of prior years’ income taxes—net
Balance at End of Year

See Noles to Finnncial $tniement




INSTRUMENT COMPFPAN

SEATTLE, WASHINGTON
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NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1961

NOTE 1-INVENTORIES:

Inventories consist of the following and are stated at the lower of cost or market:

1861 19860

Tinished goods
Work in process and raw v materials
Supplies

NOTE 2-PLATINUM:

Platinum

stated at average cost and consists of a fabricated melting pot und parts
for the furnace and excess quantities on hund and with suppliers.

NOTE 3—NOTE PAYABLE-RICHARD E. FULLER:

The company has borrowed $237,67% from Richard E. Fuller in accordance with a
loan agreement dated November 11, 1960, Subject to the provisions of the agree-
ment, and until November 11, 1961, lhe n.mnpuny may increase the loan to $360,000.
The loan is secured by age on | and all couip and by certain
persunal guaranties of H. Larry To n'hcrlhy and Pearl W. Penberthy, Among other
provisions, the loan agreement restricts the declaration or payment of dends
without the written consent of the lender.

The loan is to be repaid in monthly installments of $1,000 each commencing
January 31. 1962, increasing to $1,500 in 1963 and $2,000 in 1964 and subsequent
years—with an overall malurity date of December 31, 1967. Interest is payable at
the rate of 10% per annum-—of which 6% is payable monthly in cash and 4% is
payable annually in Class A common stock, or in cash at the lender’s option if the
net asset value per share as defined in the sment should be less than the par value
per share of $2.50, The 4% interest accrned to March 31, 1961 totals $3,169.

!

NOTE 4-—Notc payable to Penberthy Elcctromelt International, Inc. in the amount of
$29,998 bears interest at 7% per annum and is subordinated to the Fuller Joan,

NOTE 5-EYE PROTECTIVE GLASS PROJECT:

During the fiscal years ended March 31, 1959 and 1960, the company accumulated
and deferred certain costs totaling $136,484 in connection with the eye protective
glass project, The project was inactive as of March 31, 1960 and was not reacti-
vated during the fiscal year ended March 21, 1961, Based upon total costs acoumu-
Juted and a technical survey of the equipment by Mr. Larry Penberthy, the following
write-ofT was made in the current year:

Start-up costs , . S § 53,576

Estimated portions of fur‘u'lce and orhcr :qmpmcnt
considered no longer useful

Tuml

NOTE 6-During the year cnded March 31,

Less redug

ion of income taxes resulting from write-off
Recoverable prior years® Federal income tax—Fiscal

year March 31, 195% . . . . e (12,552)
Provision for Federal income tax for gum..nl yeur :.' nated . (6,800)
L S 56,678

Approximately S18.000 of the write-ofl will be available to reduce taxable income of
succeeding years,

The remaining cost of $60,454 has been allocated by Mr. Penberthy to the furnace
and other equipment which is expected to be useable in any future production of eye
protective glass. A portion of the fumace was rented during the year to Penberthy
Eleetromelt Company for a period of 34 days and depreciation of $279 was com-
puted based on days in operation. The eye protective glass project is stated at the
allocated cost of $60.454 less depreciation of $279.

1961, 1,456 shares of Class A comumon
sued to Richard E. Fuller in payment of interest due on a 860,000 note
and 204 shares of Class A common stock were issued to employees in licu of wages.
OF the 1961 addition to paid-in capital 51,603 is applicable to these transactions.

stock were i

MNOTE 7-LEASE COMMITMENT:

T'he company le: the real estate at 6701 Maynard Avenue, Scaulle, Washington,
its principul pluce of business. The lease provides for monthly rental payments of
$864 and cxpires in 1974,

OPINION OF ACCOOUNTANTS
To the Board of Dircctors and Stmklmldcrﬂ.
Penherthy Instrum

Seattle, Washington,

Gentlemen:

We have exn y Tostewment Company, T
March 31, 1961 and the rel nts o wined surplus (deficit) amd
a s mude in scrordance with generally
cepted auditing standards and accordingly included such tests of the accounting records and
ach other auditing procedures as we comsidered necessary In the circumstances.
ich i i her assels i staied
of §279 {see Nul fatemenis). Duoe
vity of this preject und eyuipment, we are onuble (o dete whether this smount
reflecs the net realizable value of the equipment <ither through its usc fn production or from a
sale thereof.

ended in conlormity with generally acecpted accounting prineiples uppl
sistent with that of the preceding year.

Moss, Abans
May 31, 1961 CERIIFIED PUBLIC ACCOUNTANTS.
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