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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 10-K 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) 
OF THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended 
November 30, 1977 Commission File Number 0-231 

THE SCOTT & FETZER COMPANY 
(Exact name of Registrant as specified in its charter) 

Ohio ----
(State or other jurisdiction 

of incorooration or 
organization) 

14600 Detroit Avenue, 
Lakewood, Ohio 

(Address of principal 
executive offices) 

34-0517040 
(I.R.S. Employer 

Identification No.) 

44107 
(Zip Code) 

Registrant's telephone number, including area code: 
(216)228-6200 

Securities registered pursuant to Section 12(b) of the Act: 

Title of each class 

Common Shares 
Without Par Value 

($1.25 Stated Value) 

9% Notes Due 1985 

Name of each exchange 
on which registered 

New York Stock Exchange 
Midwest Stock Exchange 
Pacific Stock Exchange 

New York Stock Exchange 

Securities registered pursuant to Section 12(g) of the Act: None • 

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 

Indicate the number of shares outstanding of each of the issuer's 
classes of common stock, as of the close of the period covered 
by this Report • 

Class Outstanding at November 30, 1977 

Common Shares Without Par Value 
($1.25 stated value) 

7,316,553 Shares 



COOPERS & LYBRAND 

CERTIF'IEO PUBLIC ACCOUNTANTS 

February 22, 1978 

Securities and Exchange Commission 
Washington, D. C. 20549 

Dear Sirs: 

IN PRINCIPAL AREAS 

OF' THt.. WORLC 

We have reviewed the financial information included in 
The Scott & Fetzer Company Form 10-K to be filed with the 
Commission for the year ended November 30, 1977. 

The Company reports in the Form 10-K a change in its method 
of accounting for costs of certain leases. The present value of 
future lease payments has been capitalized for all leases meeting 
the criteria set forth in Financial Accounting Standards Board 
Statement No. 13 and the Commission's Accounting Series Release 
No. 225. In prior years such lease costs were charged to expense 
as incurred. Prior year financial information has been restated to 
reflect the change in accounting retroactively. 

Under the provisions of ASR 225 the Company would be re
quired to adopt this method of accounting in its fiscal year 1979 
but considers precompliance preferable to the alternative footnote 
disclosures required. Precompliance regarding the capitalization 
of leases is encouraged in Financial Accounting Standards Board 
Statement No. 13 and ASR 225 and is an acceptable method under 
generally accepted accounting principles and we., therefore, concur 
with this change. 

JRT 
DDM:mas 

Very truly yours, 
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PART I 

Except as otherwise stated, the information contained 
in this report is as of November 30, 1977, the close of the 
fiscal year of the Registrant ("Scott & Fetzer" or "Company"), 
and refers only to the operations of Scott & Fetzer continuing 
after that date. 

Item 1. BUSINESS 

Scott & Fetzer is a diversified company which 
manufactures and sells products in the floor care, 
commercial/industrial, leisure time, and electrical markets. 
Prior to November 30, 1977, Scott & Fetzer manufactured and 
sold products in the domestic lighting market. (See Acquisitions 
and Dispositions.) One of Scott & Fetzer's principal product 
lines is vacuum cleaners and related accessories primarily for 
home use sold under the Kirby and other brand names. Scott 
& Fetzer has 19 operating units most of which were independent 
businesses acquired subsequent to 1963. 

Founded in 1914, Scott & Fetzer was incorporated under 
the laws of the State of Ohio on November 30, 1917. Its general 
offices are located at 14600 Detroit Avenue, Lakewood, Ohio 
44107, and its tele~hone number is (216) 228-6200. All 
references to Scott & Fetzer relate to Scott & Fetzer and its 
subsidiaries and their predecessors, unless the context indicates 
otherwise • 

Lines of Business 

The approximate amount and percentage of total sales 
and income before taxes attributable to each line of business 
for each of the last five fiscal years is set forth in the table 
on page 12 of the 1977 Annual Report to shareholders of Scott 
& Fetzer, which table is incorporated herein by reference. 
Such figures and related information reflect the acquisition 
of companies accounted for as poolings of interests and as 
purchases, and the disposition of businesses. Scott & Fetzer's 
lines of business are based in part on the similarity of certain 
of its products and in part on the similarity of the markets 
in which its products are sold. Such data reflect the allocation 
of certain expenses and other arbitrary determinations. 

During the fiscal year ended November 30, 1977, a major 
national retailing concern purchased products from various 
divisions of Scott & Fetzer which in the aggregate accounted 
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for approximately 14% of total sales from continuing operations 
for such fiscal year. This national retailer has been a 
purchaser of Scott & Fetzer's products (including those of 
acquired companies) for periods varying between approximately 
21 and 41 years depending on the particular type of product. 
A major portion of the products purchased by this retailing 
concern was within the Leisure Time line of business. No other 
customer accounted for a material percentage of total sales. 
Scott & Fetzer does not believe that the loss of any other single 
customer would have a material adverse effect on its total 
business. 

Floor Care 

Scott & Fetzer manufactures and distributes a wide 
variety of vacuum cleaners and other floor maintenance equipment 
and supplies for residential, industrial and institutional use. 
It also manufactures and sells to other manufacturers certain 
component parts incorporated in such equipment. 

Floor maintenance equipment for consumer use is sold 
primarily under the Kirby name, and certain other floor 
maintenance equipment for such use is sold under both the private 
labels of customers and under certain Company trade names. 
Scott & Fetzer, which entered the household vacuum cleaner field 
in 1919, manufactures and sells the Kirby upright vacuum cleaner 
and related floor care and other accessories. Kirby Division 
products are sold by the direct sales method in the home through 
approximately 810 independent distributors located throughout 
the United States and Canada which have a combined estimated 
direct sales and support force of approximately 12,100 persons. 
The Kirby Division's sales to distributors are substantially 
all for cash. In fiscal 1977, no one distributor accounted 
for more than 2% of Kirby Division sales. Domestic sales are 
fairly evenly distributed throughout the country, based upon 
population densities. The sale of vacuum cleaners and related 
accessories primarily for home use under the Kirby and other 
names, as well as private labels, accounted for approximately 
28%, 24%, 24%, 24%, and 24% of total sales from continuing 
operations of Scott & Fetzer for each of the fiscal years 1973 
through 1977, respectively. 

In addition to the Kirby products, Scott & Fetzer 
manufactures and sells under the American-Lincoln and Wilshire 
names an extensive line of power-driven industrial and 
institutional floor maintenance equipment and related supplies 
including industrial-type polishers, sanders, wet floor 
scrubbers, tank-type vacuum cleaners and sweepers ranging in 
size up to, and including, tractor mounted scrubbers and 
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sweepers. The Company also manufactures motor.s and roller and 
flat brushes for vacuum cleaners, polishers and other floor 
maintendnce equipment. 

Commercial/Industrial 

Scott & Fetzer manufactures a variety of products having 
commercial and industrial applications, the major items of which 
are air compressors and components of tracks for military 
vehicles. Scott & Fetzer also manufactures utility and service 
truck bodies and related equipment, suspension system components 
for vehicles, as well as water systems fixtures utilized 
primarily in mobile homes • 

One of Scott & Fetzer's divisions markets color photo
identification systems for drivers' licenses currently in use 
by motor vehicle departments of numerous states. Similar systems 
are marketed for credit cards, college and industrial 
identification cards, and other personal identification 
applications. 

In addition, Scott & Fetzer manufactures and sells 
cutlery and other household items primarily for promotional 
use by a variety of businesses engaged in the·distribution of 
consumer products. Scott & Fetzer also makes and sells injection
molded plastic items and assorted plastic containers, as well 
as scissors, shears and trimmers. 

Also within the Commercial/Industrial line Scott & 
Fetzer manufactures connectors and fittings for compressed gas 
applications and various precision equipment for use in 
processing industries for the measurement of pressure, vacuum 
and flow of liquids. 

Scott & Fetzer's commercial/industrial products are 
sold through a variety of distribution systems including 
wholesalers, jobbers and direct sales. 

Leisure Time 

Scott & Fetzer manufactures primarily for home use 
complete, as well as component parts of, spraying units, 
including small compressors, for the spraying of paints and 
other liquids. These products are sold by mass merchandisers 
under private labels and by various retail stores under the 
Campbell-Hausfeld brand name. For fiscal years 1973 through 
1977 sales to the leisure time market of complete spraying units 
and components accounted for approximately 14%, 15%, 17%, 18%, 
and 19%, respectively, of total sales from continuing operations 
of Scott & Fetzer. 
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For t~e leisure time market Scott & Fetzer also 
manufactures and markets primarily through independent 
distributors hitching and towing equipment, including trailer 
hitches, balls, couplers and other related towing items, and 
recreational vehicle awnings . 

In addition, Scott & Fetzer manufactures and markets 
primarily through independent distributors electrical and 
mechanical winches for marine and other applications. 

Electrical 

Scott & Fetzer manufactures and sells numerous 
electrical components and products, including zinc die cast 
electrical fittings and transformers and ballasts for indoor 
and outdoor electrical signs. It also makes and sells timing 
devices for residential and commercial automatic laundry 
equipment, fractional horsepower motors for electric appliances 
and other products, and ignition systems for residential and 
industrial oil furnaces, including a solid-state control. 

Other electrical products manufactured and sold by 
Scott & Fetzer include couplers,·a specialty line of armored 
cable terminators, and various other items used principally 
in connection with high voltage electric cables, as well as 
a variety of fittings for use with low voltage electric cables. 

Among its other electrical products are television 
and citizens band radio antennas and accessory equipment, both 
for conventional and mobile home use. Scott & Fetzer is also 
engaged in the manufacture and sale of both weather-proof and 
explosion-proof fittings, junction boxes, instrument housings 
and control stations for electrical distribution systems. Scott 
& Fetzer's electrical products are generally marketed through 
distributors • 

Lighting 

Prior to November 30, 1977, Scott & Fetzer produced 
and sold in the United States and Canada numerous designs and 
models of ceiling and wall lighting fixtures for residential 
and commercial applications, and table, floor and swag lamps 
primarily for residential use. These fixtures and lamps were 
sold under the Virden, Prestige, Atlas, and Rembrandt brand 
names primarily through electrical fixture distributors, 
manufacturers' representatives and division salesmen. On 
November 30, 1977 Scott & Fetzer sold its domestic lighting 
operations. (See Acquisitions and Dispositions.) 
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Acquisitions and Dispositions 

During the 5 fiscal years ending November 30, 1977, 
Scott & Fetzer completed the acquisition of 3 businesses located 
throughout the United States and Canada of which 2 were accounted 
for as poolings of interest and 1 was accounted for as a 
purchase. As a result of these acquisitions the Leisure Time 
line of business was substantially augmented. The consideration 
paid by Scott & Fetzer in connection with these acquisitions 
consisted of approximately $523,800 in cash and approximately 
210,000 Common Shares of Scott & Fetzer having an approximate 
aggregate market value of $7.8 million at the respective times 
of issuance. 

In order to eliminate marginal operating units, Scott 
& Fetzer duirng 1974 sold the assets of the Lakewood Industries 
Division and the stock of the Emmons Tool & Die Co. Limited. 
In January 1977, Scott and Fetzer sold the manufacturng assets 
and certain inventory of its chain saw operation together with 
a facility used for storage purposes. The disposition of these 
units did not materially affect the Company's sales or earnings. 

On November 30, 1977, Scott & Fetzer sold the Virden 
Lighting (U.S.), Rembrandt Lamp and Atlas Lighting divisions, 
and in February of 1978, Scott & Fetzer sold its Humphrey's 
Leather Goods division. In addition, it has been engaged in 
negotiations with respect to the disposition of one of its other 
divisions. For more information see Note 1 of the Notes to 
Financial Statements, on page 18 of the 1977 Annual Report to 
shareholders of Scott & Fetzer, which note is incorporated herein 
by reference. 

On February 15, 1978, Scott & Fetzer acquired all the 
outstanding shares of Wayne Home Equipment Co., Inc. for caEh 
in the amount of $23,550,610. The payment of a portion of such 
amount has been deferred. Wayne Home Equipment Co., Inc . 
assembles and sells power gas and oil burners and water 
circulating, sump and other pumps. For the year ended December 
31, 1977, its net sales were approximately $45,000,000. 

Competition 

There are a number of companies engaged in manufacturing 
each class of products made by Scott & Fetzer. Although Scott 
& Fetzer believes it is among the leading manufacturers in 
certain of its major product lines, including high quality vacuum 
cleaners and various types of air compressors, the Company's 
products are sold in many markets and there is substantial 
competition in each of the markets it serves • 
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Backlog 

Scott & Fetzer does not believe that the dollar amount 
of backlog of orders and related information is material for 
an understandirg of its business. A substantial portion of 
Scott & Fetzer's operations involve the recurring production 
of standard items that are shipped to the customer relatively 
shortly after an order is received by Scott & Fetzer. 

Raw Materials and Supplies 

Raw materials required for Scott & Fetzer's various 
products are commonly available materials such as steel, zinc, 
aluminum, brass and copper, which are generally purchased locally 
from producers and distributors of such items. Suppliers of 
component parts and castings are located in many areas throughout 
the country. Scott & Fetzer does not depend on a single source 
of supply for its raw materials, component parts or supplies 
and believes that its sources of supply are adequate. 

Energy 

Scott & Fetzer utilizes oil, gas and electricity as 
its principal energy sources. There has not been any material 
disruption of production at any of the Scott & Fetzer's plants 
because of energy shortages. However, there is no assurance 
that energy shortages in the future will not have an adverse 
effect on Scott & Fetzer either directly, or indirectly by reason 
of their effect on customers or suppliers • 

Environmental Controls 

Scott & Fetzer believes its facilities are in 
substantial compliance with existing laws and regulations 
relating to control of air and water quality and waste disposal. 
Environmental compliance has not had and is not expected to 
have a material effect on the Company's capital expenditures, 
earnings or competitive position. 

Product Development, Patents and Trademarks 

Scott & Fetzer is continuously engaged in th~ refinement 
and development of its various product lines, development of 
new applications for existing products, and the development 
of new products. Scott & Fetzer's expenditures during the fiscal 
years 1977 and 1976 relating to such product development were 
not material • 
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Scott & Fetzer uses in its business various trademarks, 
trade names, patents, trade secrets, and licenses. While a 
number of these are important to Scott & Fetzer, it does not 
consider a material part of its business to be dependent on 
any one or group of them . 

Employees 

As of January 1, 1978, Scott & Fetzer employed in 
continuing operations approximately 6,750 persons, of whom 
approximately 1,300 were salaried and approximately 5,450 were 
hourly. Approximately 3,600 of the hourly employees in 17 of 
Scott & Fetzer's 42 plants are represented by labor 
organizations. Scott & Fetzer has enjoye~ ge~erally good 
relations with its employees. Approximately 374 employees are 
covered by 3 labor contracts which are scheduled for 
renegotiation during fiscal 1978 • 

In addition to an employee benefits program which 
includes paid vacations, insurance, disability benefits, 
hospitalization benefits, and medical benefits, Scott & Fetzer 
has in effect for its divisions and subsidiaries various pension 
and retirement plans for salaried and hourly personnel, including 
non-contributory trusteed plans, and profit sharing retirement 
plans. See Note 6 of the Notes to Financial Statements on page 
20 of the 1977 Annual Report to shareholders of the Company 
(which note is incorporated herein by reference) for information 
concerning contributions by Scott ~ Fetzer under such plans, 
unfunded past service cost, and other data • 
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Item 2. Suaunary of Operations: 

(Amounts In Thousands Exceot Per Share f'1.ta) 

Years Ended November 30, 

1977 1976 1975 1974 1973 

Net sales $351,187 $301,918 $247,2119 $247' 53~1 $222,7?5 

Cost of goods sold 249,521 222,225 185,742 192,lSG lti2,127 

Interest expense, capitalized leases l,056 1,117 l,1112 960 4g7 
Interest expense, other 2,og4 2, g111 2,625 2,532 " 2 
Interest income 2,8 l 2, 5(. l,(.05 132 42q 

Income taxes 29,~06 21,26 I 14' 191 ll, 126 io,353 

Income from continuing operations 26, 02 21,103 15,690 12,460 17,779 

Income (loss) from discontinued 
{496) 1,618 _!.,218 1,099 _2,011 

opera ti oils 

Net income ~3.Q§ i._gg,_721 $ 1§.,908 .P---1.hl-5-~ ~ 2Q,'k'/,~ 

Earnings per common and common 
equivalent share (4): 

$3.63 $2.78 $2.03 $1.65 $2.35 
From continuing operations 
From discontinued operations -1:..Qll ___,_g± __:_!§ .15 .40 

Total ll,_;i6 $2.99 $2.24 $1.80 _§_2.75 
~ 

Dividends per share (2) $1.30 $1.17 $1.02 $1.00 $1.00 

Average number of common and common 
equivalent shares (2) 7,384 7,594 7.5'i2 7,553 .L571 

(l) Operations for 1973 through 1976 have been restated to reflect the effects of the change 
in accounting for leases and the discontinuance of certain ooerations as described in 
Notes l and 4 to Financial Statements included in the 1977 Annual Report to shareholders. 
The change in accounting for leases decreased net income for 1973, 1974 and 1975 by 
$79,000, $137 ,ooo and $140,000, respectively. Sales as originally published and the 
amounts .retroactively excluded as a :r2sult of th" disctm~iruance of certain operations 

(2) 

(3) 

(4) 

are as follows: 

O~iginally published 
Discontinued operations 
Continuing operations 

Data as previously reported, 

1977 
$351,187 

~221,187 

(Thousands of Dollars) 

19I€ 1975 1974 1973 

$343,043 $284,020 $291,258 $270,714 
41,125 36,771 43,719 117 ! 919 

~01,918 1247 ,2112 $247,539. ~222,792 

The "Management's Discussion and Analysis of the Summary of Operations" as set forth on 
page 11 of the 1977 Annual Report to shareholders is ire orporated herein by reference. 
For a discussion of discontinued operations, reference should be made to Note l to 
Financial Statements included on page 18 in the 1977 AnrMal Report • 

Earnings per share data is computed on the basis of average ahar~s outstanding each year 
including common equivalent shares, after retroactive adjt1stment for shares issued in 
connection with mergers and acquisitions accounted ror as peelings of interests. Common 
equivalent shares (resulting from stock options) were a8,81!2 for 1977, 19,758 for 1976, 
4,188 for 1975 and 28,405 for 1973 • 
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ITEM 3. PROPERTIES 

Scott & Fetzer's various continuing operations are 
conducted in 39 manufacturing facilities and 3 warehouses in 
38 locations in 13 states and in the Canadian provinces of 
Ontario and Quebec. Many of Scott & Fetzer's facilities are 
relatively new and modern, while other facilities have been 
in operation for a substantial number of years. Management 
believes that the manufacturing capacity of Scott & Fetzer's 
facilities is generally adequate at current levels of operation. 
Various of Scott & Fetzer's facilities, including several of 
the new facilities, are leased, with options to purchase in 
some cases. For additional information concerning the lease 
obligations of Scott & Fetzer see Note 4 of the Notes to 
Financial Statements on pages 18 and 19 of the 1977 Annual Report 
to shareholders of Scott & Fetzer, which note is incorporated 
herein by reference. 

ITEM 4. PARENTS AND SUBSIDIARIES 

The information required by Item 4 remains unchanged 
as at November 30, 1977 from the information given in response 
to this Item in Scott & Fetzer's Annual Report on Form 10-K, 
dated February 26, 1976, filed for its 1975 fiscal year 
(Commission File No. 0-231). (See BUSINESS - Acquisitions and 
Dispositions.) 

ITEM 5. PENDING LEGAL PROCEEDINGS 

The Federal Trade Commission has notified Scott & Fetzer 
by letter of a nonpublic investigation of its Kirby division. 
The nature and scope of the investigation is to determine whether 
or not the Kirby Division may be engaged in unfair or deceptive 
acts or practices in violation of Section 5 of the Federal Trade 
Commission Act in connection with the sale of vacuum cleaners, 
accessories and attachments, or any other merchandise throughout 
the United States. Scott & Fetzer believes that it is not in 
violation of the Act. 

On December 9, 1977, a complaint was filed in California 
Superior Court against Scott & Fetzer, Ralph E. Schey, Robert 
c. Weber and certain other persons claiming that Scott & Fetzer 
breached an oral acquisition agreement and that the other 
defendants induced such alleged breach and otherwise failed 
to disclose certain information. The complaint seeks actual 
damages, $20,000,000 exemplary damages and other relief. The 
lawsuit was filed by Sam L. Beber and Beber & Associates and 
arises out of the sale by Scott & Fetzer of its Atlas Lighting 
Division to someone other than Mr. Beber and Beber & Associates. 

,. . -~ 
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ITEM 6. INCREASES AND DECREASES IN OUTSTANDING SECURITIES AND 
INDEBTEDNESS 

(a) Increases and decreases in Common Shares without 
par value (stated value of $1.25 per share). 

Transaction 

Outstanding at 
November 30, 1976 

Purchase of outstanding 
shares for treasury 
on January 17, 1977 

Issuance of shares upon 
exercise of outstanding 
stock options 

Outstanding 
at November 30, 1977 

Increases Decreases 

267,308 

6,937 

ITEM 7 . CHANGES IN SECURITIES AND CHANGES IN SECURITY 
FOR REGISTERED SECURITIES 

Inapplicable. 

ITEM 8. DEFAULTS UPON SENIOR SECURITIES 

7,576,924 

7,316,553 

• Inapplicable. 

• 

• 

• 

• 

ITEM 9. APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS 

Set forth below is the approximate number of holders 
of record of the equity securities of Scott & Fetzer as at 
November 30, 1977. 

Title of Class 

Common Shares without par 
value (stated value 
of $1.25 per share) 

Approximate Number 
of Record Holders 

8,852 

ITEM 10. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

At the annual meeting of shareholders held on March 
22, 1977, the shareholders of Scott & Fetzer approved the 
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adoption by the Directors of the Modified 1973 Stock Option 
Plan. Holders of 5,538,654 shares voted in favor of such 
approval and holders of 315,330 shares voted against such 
approval. 

ITEM 11. EXECUTIVE OFFICERS OF THE REGISTRANT 

11 

The following is a schedule of the names, ages and 
positions of officers as of Feb~uary 1, 1978 of Scott & Fetzer. 
There are no family relationships among these officers. All 
executive officers are elected annually by the Directors . 

Name 

John Bebbington 

John Bebbington has been 
employed by Scott & Fetzer 
as Group Vice President for 

·more than five years. 

J. F. Bradley 

J. F. Bradley has been 
employed by Scott & Fetzer 
as Executive Vice President -
Finance for more than 
five years. 

Arthur M. Bylin 

Arthur M. Bylin has been 
employed by Scott & Fetzer 
since August 22, 1977. For 
at least five years prior 
to such date he was 
employed by Club Aluminum 
Products Division of Standex 
International Corporation in 
such capacities as President 
and Executive Vice President . 
Club Aluminum Products 
Division of Standex 
International Corporation is in 
the business of manufacturing 
consumer housewares and 
industrial products • 

Age 

52 

47 

41 

Title 

Group Vice President 

Executive Vice President -
Finance 

Group Vice President 
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Carl w. Goldbeck 54 

Carl w. Goldbeck ' .E ':;e~:~ 
employed by Scott ;. F<c.' ·:·· 
for more th~n f~··~ y3drd in 
such capacities as D:. ''is ion 
President and Group Vice President. 

Kenneth D. Hughes 

Kenneth D. Hughes has been 
employed by Scott & Fetzer 
for mQre than five years in 
such capacities as Treasurer, 
Controller and Assistant 
Secretary. 

Joseph P. Marsalka 

Joseph p, Marsalka has 
been employed by Scott 
& Fetzer as Group Vice 
President since October 1, 
1977. For at least five 
years prior to such date 
he was President of MI2 
Corporation and its 
predecessor MI2 Incorporated, 
a manufacturer of data 
communication equipment • 

Walter A. Rajki 

Walter A. Rajki has been 
employed by Scott & Fetzer 
for more than five years in 
such capacities as Division 
President and Group Vice 
President. 

Ralph E. Schey 

Ralph E. Schey was elected 
President and Chief Operating 
Officer of Scott & Fetzer as 
of September 1, 1974 and 
Chairman as of December 1, 
1976. In 1972 and until 
his election as President 

56 

49 

52 

53 

12 

Group Vice President 

Treasurer, Controller and 
Assistant Secretary 

Group Vice President 

Group Vice President 

Chairman, President and Chief 
Executive Officer 
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and Chief Operating Officer 
he was a private consultant 
directing venture capital 
activities involving several 
Cleveland companies • 

Robert C. Weber 

Robert C. Weber has been 
employed by Scott & Fetzer 
for more than five years in 
such capacities as Secretary 
and General Counsel and 
Assistant Secretary. 

47 

13 

Secretary and General 
Counsel 

ITEM 12. INDEMNIFICATION OF DIRECTORS AND OFFICERS 

The information required by Item 12 remains unchanged 
from the information given in response to Item 9 in Scott & 
Fetzer's Annual Report on Form 10-K, dated February 26, 1976, 
filed for its 1975 fiscal year (Commission file No. 0-231). 

ITEM 13. FINANCIAL STATEMENTS AND EXHIBITS FILED 

(a) All financial statements. The Financial Statements 
and the Notes to Financial Statements of Scott & Fetzer for 
the fiscal year ended November 30, 1977 together with the 
Accountants' Report relating thereto are set forth on pages 
13 through 22 of the 1977 Annual Report to shareholders, which 
pages are filed as part of this Annual Report on Form 10-K . 
Such Financial Statements and the schedules of the Company which 
are also filed as part of this report are listed on the Index 
to Financial Statements on page F-1 hereof. With the exception 
of pages 11 through 22 and only to the extent herein set forth, 
the 1977 Annual Report to shareholders is not to be deemed filed 
as part of this Annual Report on Form 10-K • 

(b) All exhibits. 

F. Modified 1973 Stock Option Plan (Exhibit A to the 
Notice of 1977 Annual Meeting of Shareholders and Proxy Statement 
and incorporated herein by reference) • 

(c) Reports on Form 8-K. 

None • 

. . 
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PART II 

ITEMS 14-18 

Since the close of the fiscal year, the Registrant 
has filed with the Securities and Exchange Commission a 
definitive proxy statement pursuant to Regulation 14A, which 
involved the election of Directors. Therefore, the information 
called for by Part II of Form 10-K has been omitted. 

SIGNATURES 

Pursuant to the requirements of Section 13 or lS(d) 
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. 

THE SCOTT & FETZER COMPANY 

By Robert C. Weber 
Robert C. Weber, Secretary 

February 28, 1978 
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THE SCOTT & FETZER COMPANY AND SUBSIDIARY COMPANIES 
INDEX TO FINANCIAL STATEMENTS AND SCHEDULES 

'rhe consolidated financial statements for the years ended 
November 30, 1977 and 1976 and the report thereon of Independent 
Certified Public Accountants appear on pages 13 through 22 of the 
attached 1977 Annual Report to Stockholders which pages are incorporat
ed in this Form 10-K Annual Report. With the exception of the afore
mentioned pages, the 1977 Annual Report to Stockholders is not to be 
deemed filed as part of this report . 

Page Number 
Annual Report 

Report and Consent of Independent Certified 

Form 
10-K 

Public Accountants F-2 
Report of Independent Certified Public 

Accountants 
Consolidated Financial Statements: 

Balance Sheet, November 30, 1977 and 1976 
Statement of Income, years ended 

November 30, 1977 and 1976 
Statement of Changes in Financial Position, 

years ended November 30, 1977 and 1976 
Statement of Retained Earnings, years ended 

November 30, 1977 and 1976 
Notes to Financial Statements 
Summary of Accounting Policies 
Supplementary Notes to Financial Statements F-3 - F-6 

Consolidated Schedules: 
II - Amount receivable from underwriters, 

promoters, directors, officers, em
ployees, and principal holders (other 
than affiliates) of equity securities 
of the person and its affiliates F-7 

V - Property, Plant and Equipment F-8 
VI - Accumulated Depreciation and Amortization 

of Property, Plant and Equipment F-9 
XII - Valuation and Qualifying Accounts and 

Reserves F-10 
XVI - Supplementary Income Statement Information F-11 

Consent of Independent Certified Public 
Accountants to Incorporate By Reference in 
Form S-16 Registration Statements F-12 

To 
Stockholders 

22 

14-15 

13 

16-17 

17 
18-21 

21 

The individual financial statements of the Registrant are omitted be
cause the Registrant is primarily an operati.ng company and all subsidi
aries included in the consolidated financial statements filed are 
totally-held subsidiaries. 

Schedules other than those listed above are omitted as the information 
required is either not pertinent or not significant, or because the 
data is given in Notes to Financial Statements. 

F-1 
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REPORT AND CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Directors and Shareholders 
The Scott & Fetzer Company 

We have examined the consolidated balance sheets of The Scott 
& Fetzer Company and subsidiary companies as of November 30, 1977 and 
1976 and the related consolidated statements of income, retained 
earnings and changes in financial position for the years then ended 
and the supporting schedules as listed in the accompanying Index to 
Financial Statements and Schedules. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned supporting schedules pre
sent fairly the information required to be included therein, in con
formity with generally accepted accounting principles applied on a 
consistent basis after restatement for the change, with which we 
concur, in the method of accounting for long-term leases as described 
in Note 4 to the financial statements. · 

We consent to the inclusion of our report dated January 24, 
l9~J accompanying the financial statements of The Scott & Fetzer 
Compa1:y included in the 1977 annual report to stockholders incorpora
ted by reference in the Annual Report, Form 10-K (SEC File No. 0-231) 
for the year ended November 30, 1977 • 

Cleveland, Ohio 
January 24, 1978 ' ' 

COOPERS & LYBRA11D 

F-2 





Whan Quigg Lohr joined Scott & 
Fetzer nearly 13 years ago, he 
already had completed a career 
as a successful manufacturing 
business executive spanning 24 
years, the last four as president. 
Earlier, he had been a practicing 
attorney and also taught evening 
law courses for 1 O years at 
Cleveland-Marshall Law School. 
now the College of Law, Cleve
land State University. At that time. 
Scott & Fetzer was just beginning 
Its program to diversify through 
acqulsitl0ns. Quigg became the 
first executl\:) to join the corporate 
staff of the "new" Scott & Fetzer. 
and, In his position as vice 
president-corporate relations, 
was Immediately and deeply In
volved with the newly acquired 
companies. 

The mark of his administrative 
Influence remains evident In such 
early acquisitions as PLM, Adalet. 
Qulkut, Stahl Metal Products. 
American-Lincoln. and others. 
Scott & Fetzer's first acquisition In 
1964 - PLM Products - was a 

QUIGG LOHR 
Senior Executive Vice President 

company that Quigg had co
founded with two business friends 
many years earlier, In his spare 
time. to manufacture terminal 
fittings for armored cable. still a 
prime product. The company 
name, PLM. came from the first 
letters of the founders' names. 

As Scott & Fetzer grew rapidly In 
the Sixties. so did Its need for 
greater expertise In legal matters. 
With his legal background, Quigg 
was given full corporate legal 
responslbilltles upon his appoint-

THE SCOTT & FETZER COMPANY 
Corporate Office 
14600 Detroit Avenue 
Lakewood, Ohio 44107 
Telephone: area 216/228-6200 

Annual Meeting 

The annual meeting of share
holders will be held on Tuesday, 
March 28, 1978, at 10:30 a.m .• 
at the Lakewood City Hall Audi
torium. 12650 Detroit Avenue. 
Lakewood. Ohio. 

Form 10-K Report 
Coples of Scott & Fetzer's 
Form 10-K report, flied with the 
Securities and Exchange 
Commission, are available 
without charge upon written 
request to Robert C. Weber. 
Secretary of the company. 

Transfer Agent and Registrar 
The Cleveland Trust Company 
P. 0. Box6477 
Cleveland, Ohlo44101 

Common Stock 

Scott & Fetzer common shares 
are traded on the New York Stock 
Exchange, the Midwest Stock 
Exchange, and the Pacific 
Stock Exchange. The ticker symbol 
for the shares is SFZ. 

ment as vice president and secre
tary In 1967. During ensuing years, 
he was elected an executive vice 
president and became a director. 
In 1972, he was named senior 
• ixecutlve vice president. 

Apart from his three careers, 
Quigg has found time to serve 
others, through such organizations 
as Rotary - a 30-year member. 
president of his local club, and a 
former district governor - and, 
currently, as president of the Lake
wood Little Theatre-Beck Center 
for the Cultural Arts. an Institution 
that has attained national promi
nence. 

Quigg Lohr retired on February 1, 
1978. Benefits from his contri
butions. which came during the 
company's period of greatest 
growth. will accrue for years to 
come. For Scott & l'etzer, Quigg 
Lohr was the right man In the right 
place at the right time. 

The Officers and Employees of 
The Scott & Fetzer Company 
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(Dollar Amounts In Thousands Except Per Share Data) 

1975 
(Restated)• 

Net Sales •..•...•.•..•.••...••.....••.... $247.249 

I Income Before Taxes -
Continuing Operations .........•...••..•. 30,181 

Per cent to Sales ....•••........•..••..• 12.2% 
Net Income-

From Continuing Operations .............. s 15,690 

From Discontinued Operations .....••.••... 1.218 
Total ••...•....•...•...•.•....•••. $ 16,908 

Per cent to Sales -
Continuing Operations •.......•.•..•... 6.3% 

Per Share Earnings -
From Continuing ")perations .............. s 2.08 I 

From Discontinued Operations .•......••.•. .16 
Total ....••............•......••.. s 2.24 

Dividends Per Share* ••.......••..•.......• s 1.02 

I Book Value Per Share .••........•..•....... s 14.43 

Total Assets ..............•.....•.•....... $192,919 

Shares Outstanding (OOO'sH ................ 7,556 

Number of Shareholders* ........•.....•... 10,105 

1976 
.(Restated)" 

$301,918 

42,367 

14.0% 

s 21, 103 

1.618 
s 22.721 

7.0% 

s 2.78 

.21 

s 2.99 

s 1.17 

s 16.26 

$215.277 

7,577 

9,377 

1977 

---· 
$35~.11!-7 

56,108 

16.0% 

s 26,802 
(496) 

$ 26,306 

7.6% 

$ 3.63 
(.07) ----s 3.56 

$ 1.30 

$ 18.23 

$225.411 

7,317 

8,852 

Per Cent 
Change 

1977 vs. 1976 

16% 

32% 

27% 

16% 

31% 

19% 

11% 

12% 

5% 

• i As Reported 

• 

• 

• The term "restated" as used throughout this report refers to revisions 
in previously reported data to recognize the effects of two major 
accounting changes made in 1977 reporting. Details of both changes 
are in Notes 1 and 4 to the Financial Statements . 

COMMON STOCK MARKET PRICE AND DIVIDEND INFORMATION 

Market Price of Common Shares 
1977 1976 Dividends Per Share 

Fiscal Quarter High Low High Low 1977 1976 --
First .............•................•.. $28 S23'. S26Y. $17% s .30 s .27 
Second ...............•.............. 27'8 22\ 29% 23% .30 .30 

Third ................................ 29 22'8 26% 23Y. .35 .30 

Fourth .•.•.........•..•.........•.... 28 24'. 25% 21)? .35 .30 
Closing price at December 30, 1977 .......... $27', 
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'?77 was a challenging and 
rewarding year for Scott & Fetzer. 
In this letter I would like to review 
for you some of the important 
developments, accomplishments, 
and unrealized expectations for 
the year. We had a favorable 
economic climate during 1977 
which resulted in good business 
conditions for most of our 
operating units. The group and 
division management teams 
achieved our overall corporote 
sales and earnings objectives and 
improved Scott & Fetzer's funda
mental competitive position in 
most of the markets we serve. 
Looking back, I would charac
terize 1977 as a transition. year in 
Scott & Fetzer's history, in which 
Phase I was the development of 
the Kirby vacuum cleaner 
business. Phase II Involved expan
sion through acqulsllions in the 
1964-1973 period. The years 1974-
77 have been Phase Ill In which we 
have refined our operating proce
dures. reorganized the operating 
units and Identified for disposition 
those businesses that did not flt In
to our future plans. The next phase 
will commence in 1978 with plans 
for acquiring several larger 
businesses which will expand the 
overall scope of Scott & Fetzer. 
Specifically In 1977 we: 
• Made the transition to a 

new chief executive officer; 
• Established new records in 

sales. net income and earnings 
per share; 

• Consolidated a number of divi
sions to enhance the continuing 
divisions' operating perform
ance and future marketing 
opportunities; 

• Strengthened the corporate 
management group with the 
addition of two new group 
vice presidents: 

• Completed a critical analysis 
of Scott & Felzer's strengths, 
weaknesses. and future market 
opportunities. Five divisions were 

'u1' 

Sales and operating earnings dur
ing 1977 were below even our 
modest expectations. We effected 
several wrltedowns during the 
year of the lighting divisions' assets 
preparatory to disposing of these 
operations. Three lighting divisions 
were sold at year end. The lighting 
classification will be eliminated In 
our 1978 reporting and we plan 
to reclassify our continuing 
businesses. 

Dividends. The Board of Directors 
increased the dividend rate to 35 
cents per share from 30 cents 
effective with the payment made 
on August 31, 1977. This was an 
Increase of 17% In the quarterly 
rate. Dividend payments totalled 
$1.30 per share in 1977 compared 
with Si.17 per share last year. an 
Increase of 11%. It Is our manage
ment objective to achieve consis
tent earnings growth which allows 
an average annual dividend In· 
crease of approximately 10% and 
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a pay-out to shareholders of 
approximately 35-40% of average 
8'Jrnlngs. 

Management Reorganization. Dur
ing 1977, we undertook to combine 
some of our divisions. whose oper
ations or markets were relatively 
compatible. to form more viable. 
productive and efficient opera
ting units. The consolidation of 
these divisions enables us to 
attract or retain the caliber of 
management and technical 
people required to achieve ex
pected growth rates of the 
businesses. ii also permits more 
efficient utilization of the people 
and other assets of the company. 
These combinations were: 
• The Metalsmiths and Flex-N-Gate 

divisions were consolidated Into 
the Stahl division. Mr. Kenneth J. 
Semelsberger Is the division 
president. 

• The Adalet and PLM Products 
divisions were merged to form 
the Adalet-PLM division. with 
Mr. Wayne E. Helfrich as presi
dent. Mr. Raymond E. Horrocks. 
former president of PLM. will 
serve as Corporate Director of 
Facilities. 

• The Kingston and Douglas 
divisions were reorganized. with 
the KoKomo. Indiana. plant of 
Kingston and the Bronson, Michi
gan, plant of Douglas forming 
the new Douglas division. Mr. H. 
Vincent Kornstlen Is the division 
president. The Smithville. Ten
nessee. plant of Kingston. which 
manufactures electrical timers. 
was combined with the France 
division. Mr. Thomas A. Patterson 
is division president. The Walnut 
Ridge, Arkansas, plant of the 
former Douglas division. which 

• 



• 

• 

manufactures vacuum cleaners. 
was combined with the Cardinal 
division, with Mr. Kearney K. Kier 
as president. 

• The Cleveland Wood Products 
and Scot Laboratories divisions 
were merged to form the Klevac 
division. with Mr. Leonard C. 
Soros as president. 

• The S &A Electronics division 
was consolidated into the Valley 
Industries division, with Mr. 
William E. Dotterweich as 
president. 

• The Kirby and Campbell
Hausfeld units. because of 
their size and importance to 
Scott & Fetzer, were given 
operating group status. Mr. 
Adrian E. Budlong. Jr .. and 
Mr. James D. Dodson were 
designated operating group 
presidents. 

In addition, we reorganized the 
divisional reporting relationships 
with the addition of two new group 
vice presidents. We believe that 
these changes will enhance our 
principal corporate objective of 
growing businesses within Scott & 
Fetzer. A new consumer products 
group was formed with Mr. Arthur 
M. By!iri as group vice president. 
He joined Scott & Fetzer in August. 
1977. Previously. Mr. Byl!n was presi
dent of €1ub Aluminum Products. a 
division of Standex International 
Corporation. 

In Oct~ber, 1977, Mr. Joseph P. 
Marsalkq,olned Scott & Fetzer as a 
group vi~ president. He has an 
extensive background in business 
mcmagement, entrepreneurship 
and has co-founded several 
business enterprises. As part of our 
long-term corporate strategy, we 

" 

have identified the measuring and 
control markets as areas of signifi
cant future Interest to Scott & 
Fetzer. Mr. Marsalka has the 
assignment of acquiring and 
developing a new group of prod
uct lines and businesses in these 
markets. 

Discontinued Businesses. Over the 
last two years, we have under
taken a critical analysis of each of 
our operating units for competitive 
position, operating performance. 
future market potential, fit into 
Scott & Fetzer's future strategy and 
divisional management strengths 
and weaknesses. We have com
bined and consolidated some 
divisions. made appropriate 
management changes in others 
and identified five divisions as 
candidates for near-term disposi
tion. As previously discussed, the 
lighting businesses did not meet 
our expectations for future growth 
requirements. The Virden Lighting 
(U.S.), Rembrandt Lamp and Atlas 
Lighting divisions were sold effec
tive November 30, 1977. Addi
tionally, two other divisions have 
been classified as discontinued 
businesses and are in the process 
of being sold. Negotiations are 
underway, at this writing, for the 
sale of these two divisions. When 
these dispositions are completed, 
Scott & Fetzer will have 19 
operating units. 

Unrealized Expectations. Part of 
our management style is to require 
that Individuals In corporate 
management. as well as those in 
the divisions and operating 
groups.clearly identify objectives 
for the forthcoming year and 
beyond. This enables us to better 
Identify our priorities and to deter-
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generated growth in our continu
ing operations. We are planning 
for and expecting to achieve 
higher sales and earnings in 1978. 
Conversely, we have placed 
equal emphasis on our operating 
units having detailed contingency 
plans. If inflationary pressures ac
celerate, our operating cost con
trols become increasingly critical. 
We believe that the operating 
units are adequately prepared to 
anticipate and react decisively 
and vigorously in the event that 
adverse economic trends 
develop. 

As I complete my first year as 
Scott & Fetzer's chief executive of
ficer. I want to take this opportunity 
to express my appreciation for the 
counsel and support of our direc
tors, the dedication and com
petence of the corporate and 
operating unit management 
groups, the positive efforts of our 
many fine employees, and the 
contributions of numerous other 
groups of people outside our com
pany who have helped make 1977 
our best year In business. 

RALPH SCHEY 
President and 
Chief Executive Officer 

SUbsequent Event 
On February 7, 1978. the Humphreys 
Leather Goods division, one of two 
divisions referred to in the foregoing 
letter for which sale negotiations 
were In progress, was sold at book 
value for cash and notes. For ac
counting purposes, In this report. the 
Humphreys division is considered a 
"discontinued business," as ex
plained In Note 1 of the Notes to 
Financial Statements. 

February 8, 1978 
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Individuality. Innovation. Enter
prise - three important words 
which characterize the manage
ment philosophy of Scott & Fetzer. 
We are striving to create a 
business environment which 
enables individuals to maximize 
their personal growth through in
novation and.enterprise. An in
dividual challenged by ambitious 
personal goals will be similarly 
challenged by ambitious com
pany goals if he participates in 
establishing such goals. individual 
initiative coupled with a commit
ment of various corporate re
sources is a major ingredient in the 
formula for Scott & Fetzer cor
porate growth. 

All organizations emphasize the 
importance of people In their 
statements of corporate philoso
phy. We believe that corporate 
goals can be best accomplished 
by enlarging the cpportunity for in
dividuals and groups of individu
als to build their own businesses 
with the assistance of Scott & 
Fetzer. 

We have attempted to clearly 
define the relationship of our cor
porate management with the 
operating unit management in 
order to assist them to achieve 
maximum growth. Corporate 
management has responsibility for 
the following functions: 

• To efficiently and profitably 
manage the assets of the 
various groups of businesses 
we own, somewhat as an in-

vestment manager would 
manage a portfolio of in
vestments over a long ierm. The 
review and appraisal of our 
portfolio has resulted in deci
sions to dispose of various 
businesses and to consolidate 
others in order to meet the 
market and financial criteria 
we have established. 

• To do the research and plan
ning to determine those areas 
of business which we feel have 
the best long-range potential 
for the corporation. If we are 
already engaged In a chosen 
area of business, corporate 
management will work closely 
with the operating un:: 
management to expand the 
base of such selected 
businesses. A new area of 
business interest is the responsi
bility of cqrporate manage
ment to add it to our existing 
por1folio of businesses and to 
select the management team 
who will operate the new 
business. 

• To function as a board of direc
tors for each of our decentral
ized individual business units 
with each corporate group 
vice president serving as chair
man of the board. The board's 
function is to review the 
strategy and the operational 
plans of the individual 
businesses to insure that these 
plans·.are compatible with the 
corporate strategy and to 

select those individuals who 
can build their divisional 
businesses to meet Scott & 
Fetzer's growth requirements. 

• To function as a prudent and 
knowledgeable banker who 
appraises the operating units' 
use of corporate assets and. 
with perception. insight. experi
ence. and persuasion, allo
cates on a realistic and objec
tive basis the monetary and 
other resources of the corpora
tion to best achieve Scott & 
Fetzer:s goals. All major finan
cial decisions are carefully 
scrutinized to be certain that 
the risk-reward relationship is 
consistent with Scott & Fetzer 
objectives. 

·To establish practical and 
effective early warning internal 
control systems which regularly 
monitor division performance 
and initiate prompt corrective 
action where necessary. 

·To recruit and develop highly 
motivated Individuals with ex
cellent management experi
ence and potential, who share 
our objective of building 
substantial businesses within 
Scott & Fetzer. The individuals' 
personal opportunities in their 
operating units and a compen
sation structure geared to the 
performance of each unit will 
be strong inducements for 
management continuity in a 
growing business. 

OPERATING UNIT PRESIDENTS (From top, left to right, opposite page) 

ADRIAN E. BUDLONG, JR. JAMES D. DODSON WAYNE E. HELFRICH CLARENCE D. FAYLING ROBERT H. WILKINSON 
Kirby Group Compbeii-Housfeld Adalet.PLM Division American-Lincoln Ganado Lighting 

Group Division Division 

KEARNEY K. KIER PmR M. QUATROCHI LEONARD C. SOROS H. VINCENT KORNSTIEN 
Cardinal Division carefree of Colorado Klevac Division Douglas Division 

Division 

THOMAS A. PATTERSON MERLE FROMSON WARREN E. MeHALE JOHN R. DORNER THOMAS F. KILEY 
France Division Halex Division Mariam Instrument Northland Division Powerwlnch/Ja-Son 

Division Division 

JAMES D. LACY KENNETH J. SEMELSIERG£R JOSEPH DIGIACOMO, JR. WIWAM DOTTERWEICH RONALD P. DRICKHAMER 
Qulkut Division Stahl Division Stream way Division Valley Industries Division Western Enterprises 
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Division 



Operating unit managers are 
encouraged to use their own in
itiative to aggressively seek ways 
to build their own business. The 
central theme at all management 
meetings is, "Grow Your Own 
Business." We have placed great 
emphasis on internally generated 
growth for each operating unit 
which we believe can be best 
achieved by product and market 
development activities at that 
level. As part of an operating unit 
growth plan. It Is occasionally 
desirable to acquire a product 
line rather than develop It internal
ly. We had several such acquisi
tions In 1977 which were initiated 
by operating unit management. 
We believe that this practice will 
become a more Important feature 
in our operating unit growth plans. 

While occasional product line 
acquisitions play an important 
role. we stress the need to cultivate 
and nurture our existing businesses 
so that they are not ignored in the 
excitement of becoming deeply 

involved in something new. Our 
growth plans must require exten
sive planning to increase market 
share for existing products through 
programs to become the lowest 
unit cost producer :~1 the industry 
and to offer engineered products 
with ever increasing reliability and 
a minimum of design obsoles
cence. Our pledge to all 
customers, whether consumer. 
commercial, or Industrial, is to 
offer product value which Is 
commensurate to ttie price paid 
for the product. 

It is our goal to create opportuni
ties for management which 
provide maximum personal job 
satisfaction and some of the finan
cial rewards which accrue to man
agers who also own part of the 
business. they operate. Total 
management compensation Is 
under constant study and review 
in order to devise unique systems 
which will attract and retain 
management personnel of the 
caliber who are motivated to, and 
can, successfully build a business. 
We have spent a great deal of 
time to better understand what we 
belleve are the optimum growth 
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rates for each of our businesses 
and what constitutes superior 
asset management. Meeting or 
exceeding such goals over a 
period of time will permit us to 
equitably share the benefits of 
superior performance between 
successful managers and our 
shareholders. If our individual 
operating unit management 
groups can accomplish these am
bitious goals, their compensation 
and equity Interests will be well 
above average. At the same time, 
the shareholders benefit through 
higher dividends and hopefully an 
anhanced market evaluation of 
Scott & Fetzer shares. 

We have defined a number of 
ambitious goals for our manage
ment - individually and collec
tively - but we have inspired, 
enthusiastic people who will re
spond positively to the oppor
tunities before them. Scott & Fetzer 
has always been an exciting com
pany, but the future holds even 
more excitement than the past. 

• 

• 

• 



The reported results for 1977 as well as 
the comparative figures for 1976 and 
the prior fiscal years shown on the Five
Year Historical Record reflect two 
accounting changes. First. during 1977 
five divisions were Identified for 
disposal and as such are classified as 
"discontinued businesses." Three of 
these were sold at year end and 
negotiations are currently underway for 
the sale of the other two. Accounting 
rules require that the sales made by 
these five "discontinued businesses" be 
eliminated from total sales and that J. F. BRADLEY 

the estimated original value of the 
property. If the depreciation and 
Interest charges exceed the actual 
lease payments. earnings are ;educed 
by those excess costs. This accounting 
change reduced 1977 and restated 
1976 earnings by approximately two 
cents per share. The reported previous 
fiscal years also have been restated. 

their earnings or losses be separately Executive Vice President· 
stated. Consequently. Scott & Fetzer's Finance 

Sates. Income before taxes. net In
come, earnings per share and divi
dend payments all were at record 
levels In 1977. Consolidated sales for 
continuing operations were S351.2 
mllllon. up 16% from restated sales of 
$301. 9 mi111on In 1976. Income before 

1977 sales and earnings are reported on a "continuing 
operations" basis with the results of discontinued aper· 
atlons shown separately In determining total reported 
net Income and earnings per share. On the statement 
of Income, page 13, the 1976 figures have been com· 
parably restated. 

The Financial Accounting standards Board (FASB) 
has Issued a new accounting rule regarding the treat· 
men! of certain leases which caused the second ac
counting change. The applicable leased facllltles 
and equipment must now be accounted for as though 
they were owned by the company. As the fictitious 
owner. It Is assumed that the company would Incur 
depreciation charges and Interest costs based on 

NET SALES (millions) -$400 
(1973·1976 Restated) 
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taxes amounted io S56.1 mllllon compared with the 
restated $42.4 mllllon last year. an Increase of 32%. In· 
come after taxes from continuing operations grew 
27% to S26.8 million from a restated S21.1 million In the 
prior year. After Inclusion of the Income or loss from 
discontinued operations. net Income for 1977 was 
$26.3 million, 16% above the restated S22. 7 million last 
year. Earnings per share from continuing operations 
were S3.63 compared with the restated S2. 78 per 
share In 1976. After Including the results of discon
tinued operations, reported earnings per share for 
1977 amounted to $3.56, 19% above the restated 
S2.99forthe prior year. 

NET INCOME (mllllons) -$30 
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The net profit margin of the continuing operations 
Improved to 7 .6% from 7 .0% In 1976. After Including 
the results of discontinued operations, the net profit 
margin was 7 .5%, the same as In 1976. Return on share
holders' equity Improved to 19.7% from 18.4% last year. 

Sales and Income before taxes by market classifica
tion are shown on page 12. The 1977 sales for the five 
classlflcatlons Include sales made by the discontinued 
operations for comparability with prior fiscal periods. 
The sales total $394.7 million compared with $343 
million In 1976. After eliminating the sales for the five 
discontinued businesses, which amounted to $43.5 
million In 1977 and S41.1 million for 1976. the sales for 
continuing operations were as reported above. 

Floor Core. The product lines In this classification 
had an excellent year with sales of S99.5 million, 16% 
above last year's $85.9 million. Income before taxes In· 
creased 23% lo S25.6 million from S20. 9 million last 
year. The pre-tax profit margin Improved to 25.7%, up 
from 24.3% In 1976. The Kirby group enjoyed an ex
cellent year with record sales and earnings well 
above 1976. The Amerlcan-Llncoln division experl· 
enced a good volume Increase which coupled with 
Improved operqllons substantially Increased earnings 
In 1977. These tWo units accounted for most of the sales 
and earnings growth. 

Commerclal/lnctustrlal. Sales In this classlflcatlon 
Increased 17% to $108.1 million from $92.7 million a 
year ago. Income before taxes amounted to $8.8 
million, 12% above the last year's S7.9 million. With the 
exception of two divisions, which are discontinued 
operations. all product lines had higher sales and, 
with one exception, Increased earnings. The 1977 
results were enhanced by the volume growth and 

TOTAL ASSETS (millions) 
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substantial operating Improvement achieved by the 
Campbell·Hausfeld group. Other divisions making 
significant contributions were stahl, Douglas, stream
way, Western Enterprises and Qulkul. Overall. It was an 
excellent year for these operating units. 

Leisure Time. All operating units In these markets had 
record volume with sales Increasing 18% to $105.7 
million from $89.4 million In 1976. Income before taxes 
amounted to S12.1 million, more than double the prior 
year's $5.8 million. Sales In the recreational market 
were very strong and above expectations. Combined 
with the substantial Increase In sales volume of 
Campbell·Hausfeld's air compressors, this classifica
tion contributed the largest sales growth to Scott & 
Fetzer. The sharply higher earnings growth reflected 
the sales volume growth In all product lines and the 
significant operating Improvements achieved by both 
the Campbell-Hausfeld group and Valley Industries 
division. 

Eleclrlcal. Sales of the electrical product lines were 
$55.2 million compared with $47.5 million In 1976. an 
Increase of.16%. Income before taxes of $10.9 million 
wqs 8% above the S10 million earned last year. The 
higher sales and earnings principally reflected the 
significant volume increase of the France division. In· 
eluding the Smithville plant's electrical timer business. 
The Northland division also experienced good volume 
growth and the Douglas division had Improved 
operating earnings. The other divisions In this category 
were either modestly below 1976 or approximately at 
the year earlier level. 

UghHng. Sales were $26.2 million, 5% below 1976. 
While the Vlrden-U.S. division continued to be pro· 
fltabie, the 1977 loss for this classification was $2.3 

CAPITAL EXPENDITURES AND 
DEPRECIATION (millions) (1973·1976 Restated) -$16 
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million. Including asset write-downs effected during or 
at year end. With the sale of the Vlrden-U.S., Rem
brandt Lamp and Atlas Lighting divisions. this 
classlflcatlon will be eliminated commencing with the 
1978 first quarter report. 

Analylla or Earnings. Income before taxes from con
tinuing operations was S56.1 mllilon, 32% above the 
restated S42.4 million in 1976. The substantial growth In 
Income before taxes reflected the 16% Increase In 
sales volume and an Improved cost of goods sold 
relationship to sales. In 1977, cost of goods sold was 
71.1 % of sales, down from 73.6% In the prior year. Sell
ing. general and administrative expenses remained at 
12.1 % of sales In 1977 and the operating profit Im
proved to 16.8% of sales. well above the 14.3% last 
year. Other 1977 non-operating expenses totalled S3 
million before taxes compared with SO. 9 million In the 
prior year, resulllng In a S2.1 million higher deduction 
from operating profit. Included In these other non
operating expenses were net Interest costs (Interest 
expense less Interest Income) of S1.1 million which 
compared with S1.2 million for 1976, a decrease of 
$120,000. The higher non-operating expenses resulted 
primarily from the loss on disposal of. fixed assets and 
Canadian losses resulllng from the sale of an Invest
ment In an associated 50%-owned company, the 
write-off of the goodwill related to the Canadian 
Lighting division and exchange losses Incurred due to 
the lower value of the Canadian dollar. 

Income Taxes. The provision for all Income taxes. as 
shown on the statement of Income, page 13. In 1977 
was S29.3 million or 52.2% of Income before tuxes from 
continuing operations. This compared with S21.3 
million In the prior year or 50.2% of restated Income 
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before taxes. The factors affecting the tax provision 
arll shown below. 

1977 1976 

Income> before taxes ..•.••.•..• $56,108 $42,367 
Less sidle and local .•..•....• 3,164 2.147 

Income before Federal 
and Cao'.adlan taxes •.••..... $52.944 $40.220 

Income tc1xes at 48% 
statuto~r rate .•.••.•..•..••. $25,413 $19,306 

Adjustme11ts: Add (Deduct) 
lnvestme•nttax credit •..•.••.. (300) (390) 
Export "Di~C" credit •.•..•..•. (286) (183) 
Canadlantax effect ..••.•..•. 993 (24) 
All other. nl\I ••.•..•.••..•..• 322 408 

Provision for fllcletal and 
Canadian lricome taxes .•..•. $26.142 $19.117 

The lnvestmr~nt tax credit declined to $300,000 this 
year from !\390,000 In 1976 due to lower capital ex
pendltur~s that qualified for the tax credit. Conversely, 
the 1977 export "DISC" lax credit Increased lo 
$286,0GO from $183.000 In the prior year because of 
higher export sales. The impact on 1977 earnings from 
the ne,i change In these two lax credits was minimal. 
The principal cause of the higher effective 1977 tax 
rate was the change In the provision for Canadian in
com.e taxes. In 1976. Scott & Fetzer had a $24.000 tax 
ere.di! reflecting the lower Canadian corporate In
come tax rate. However. In 1977 there was no prior 
ye.ors' Income against which to offset this year's 
qperatlng losses. In addition, the goodwill write-off was 
riot deductible for tax purposes. These losses cannot 

, be applied against U.S. Income. 

EARNINGS AND DIVIDENDS PER SHARE 
(1973·1976 Earnings per share restated) 
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Net Income and Eamlnga Per Share. The restated 
quarterly net Income and earnings per share for 1977 
and 1976 are Included In Note 9 to the financial 
statements on page 20. Each quarter In 1977 was a 
new record for Scott & Fetzer. Income after taxes for 
1977 was $26.8 million from continuing operations, 
27% above the comparable $21.1 million In the prior 
year. After Including the results from discontinued 
operations, net Income this year amounted to S26.3 
million, 16% higher than the restated $22.7 mlliion a 
year ago. The discontinued operations had a net loss 
of $496,000 In 1977 compared with S1.6 million profit In 
1976. Note 1 on page 18 shows the composition of the 
1977 discontinued operations figure. The principal fac
tors affecting the change In 1977 net Income and 
earnings per share compared with 1976 are as follows: 

1976-As reported . , •.•.••••.. 
Deduct effect of lease 

accounting change .•.••••• 
1976-Restated .•.••.•.••.••. 
Increase (Decrease) In 

1977 from: 
Continuing operations •.••.• 
Lower net Interest costs , ••••• 
Higher effective Income 

tax rates •..••.•.•.••.••. 
Lower number of common 

and common equivalent 
shares •.•..••.•.•.••.••. 

Change In results of 
discontinued operations •.• 

Net change ........ 

1977 - As reported •••.•.•..•.. 

Net 
Income 
(SOOO's) 

$22.861 

140 
22.721 

6.636 
62 

(999) 

(2.114) 
3,585 

$26.306 

Eamh1gs 
Per 

Share 

$3.01 

.02 
2.99 

.87 

.01 

(.13) 

.10 

(.28) 

.57 

S3.56 

The reported net Income for 1976 was restated to 
Include the effect of the lease accounting change 
which amounted to a $140,000 decrease, or two cents 
per share. The restated figures for 1976 are net Income 
of $22.7 million and earnings per share of S2.99. Earn
ings from continuing operations In 1977 increased S6.6 
million. or 87 cents per shc:ire. Net Interest costs were 
reduced $62.000 (after taxes), contributing one cent of 
earnings per share. The higher effective Income tax 
rate decreased net Income $999,000. or 13 cents per 
share. In early 1977, Scott & Fetzer purchased 267,308 
common shares for $6.7 million from the fc1mer presi
dent of Campbell-Hausfeld. These sharesbecame 
treasury shams. reducing the number of outstand-
ing common shares. The effect of this transaction was 
to Increase 1977 earnings per share by 10 cents. 
The five divisions classified as discontinued businesses 
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had net earnings of S1.6 mllilon In 1976 and a loss of 
$496,000 In the past year. This was a profit decrease of 
$2.1 million and reduced earnings per share 28 cents. 
The combined result of these various factors was an In
crease In 1977 net Income of $3.6 million, or 57 cents 
per share. 

Rnanclol Position. The consolidated balance sheet ls 
shown on pages 14-15. The assets and llabllltles for 1976 
have been restated to reflect the lease accounting 
change. The effect of this change was to add to the 
assets under property; plant and equipment, capital
ized leased buildings and equipment of S11.8 million 
less additional accumulated depreciation of $3. 7 
million for a net Increase of S8.1 million. Correspond
lnglv, various current and non-current liabilities were 
Increased S8.7 million and retained earnings were 
decreased by S0.6 million for a net change of S8.1 
million. · -

In 1977, total assets Increased to $225.4 million. up 
$10.1 million from 1976's restated $215.3 million. Work
ing capital (current assets less current liabilities) In
creased $9.8 million to $125.2 million from $115.4 
million last year. Cash and securities were S 12. 9 mllilon ' 
higher than the prior year. Trade and other recelv- ti 
ables were $45.9 million atthe end of 1977, S2.1 million 
below the November 30. 1976, level. Inventories totall-
ed $61.2 million, slightly below the previous year-end 
level. 

Intangible assets declined to $144.000 from $2.1 
million at the end of 1976 as a result of the write-off of 
goodwill. Other assets Increased to $3.6 million at the 
end of 1977 compared with S.1 million a year earlier. 
This Increase was due to Inclusion of the notes 
receivable associated with the sale of the Virden 
Lighting (U.S.) division. 

Total long-term debt amounted to $41.8 mllllon. 
down from S42.7 million at the end of 1976. Included In 
long-term d1~bt ls $10.7 million of debt-equivalent 
related to Cllpltalized leases compared with S11.3 
million last year. Prior to the 1977 lease accounting 
change refer.-ed to earlier, only obligations under 
lease/purchase agreaments were capitalized and 
treated as debt. This amounted to S3 million In 1976 
and $2.8 million this year. In the 1977 and restated 1976 
financial statements. the "capitalized leases" Item In 
the long-term C:iibt section of the balance sheet. page 
15. Includes certain capital leases for buildings and 
equipment required to be capitalized under the new 
FASB accounting statement. These amounted to $7.9 
million In 1977 and $8.3 million restated for last year. 
Total shareholders' equity rose to $133.4 million or 
$18.23 per share compared with S 123.2 million end 
$16.26 per shore at the end of 1976, as restated. 



• 
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(Dollar Amounts in Thousands Except Per Share Dara) 

Years Ended November 30 

1977 1976 1975 1974 1973 
Net sales .•••.....•...•.....•• $351,187 $301,918 $247.249 $247,539 $222.795 
Cost of goods sold .•..•.......•. 249,521 222.225 185,742 192.186 162.127 
Interest expense. capitalized 

leases ..................... 1,056 1.117 1.142 960 497 
Interest expense. other ..•.••.... 2,904 2,941 2.625 2,532 582 
Interest Income •.•....••...... 2,881 2.859 1,305 132 429 
Income taxes ••....•..•....••. 29,306 21.264 14.491 11.126 16,353 
Net Income .••..•..•.•••...••. s 26,306 s 22.721 s 16.908 s 13,559 s 20,790 
Per share 

Earnings per common 
and common 
equivalent share •.....•.. $3.56 $2.99 $2.24 $1.80 $2.75 

Dividends• ..•..••...••••.• 1.30 1.17 1.02 1.00 1.00 
Average number of 

common and common 
equivalent shares (OOO's) • 7,384 7,594 7,559 7,553 7,571 

• As reported 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF THE SUMMARY OF OPERATIONS 
1977VERSUS1976 
Consolidated net sales for 1977 were up 16% over 
restated 1976, reflecting price increases and higher 
unit volume in most product lines. 

Cost of goods sold as a per cent of sales declined to 
71.1% from the previous year's 73.6%, the result of 
improved operating performance and cost reduc
tions. 

Provision for income laxes increased 38% over last 
year. reflecting the increased Income before taxes of 
the U. S. operations and a pre-tax loss incurred by a 
Canadian subsidiary with no offsetting tax relief. 

The 16% gain in net income for 1977 is attributable to 
volume growth and lower operating costs. partially off
set by a higher effective Income tax rate. The Increase 
In earnings per share of 19% was higher than the 
percentage increase in net income as a result of the 
company's purchase of 267,308 shares of Its stock In 
January of 1977. 
1976VERSUS1975 (RESTATED) 
The company's consolidated net sales Increased 22% 
over the prior year level. reflecting unit volume growth 
and generally higher selling prices. 
Cost of goods sold was 20% higher than In i975 due 

to growth in unit volume and increased costs of pur
chased materials. Interest expense. other. was up 12% 
over the prior year due primarily to the S30-million 9% 
ten-year note issue (which replaced bank loans) being 
outstanding for the full year compared with about six 
months in 1975. Interest income was substantially 
higher in 1976 as a result of the interest earned on the 
company's short-term investments which were well 
above the 1975 level due to the favorable cash flow 
from operations. 

Total state. local. federal and Canadian Income tax 
provisions were up 47% In 1976 principally reflecting 
the Increased Income before taxes, higher state and 
local tax rates and lower tax credits relative to the 
level of income before taxes. The effective tax rate for 
1976 was 50.2% compared to 48% In the prior year. 

Net income for 1976 was up 34% due to the growth in 
sales volume. improved gross margins and lower net 
interest costs partially offset by the higher effective in
come tax rates. The increase in earnings per share of 
33% was slightly less than the rate of Increase in net 
income due to a larger number of common and com
mon equivalent shares in 1976. 
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(Dollar Amounts in Thousands) 

Commercial/ 
Floor Care Industrial 

Per Per 
Amount Cent Amount Cent 

SALES 

1m ...... $99,520 25% $108,059 27% 
1976 ...... 85.873 25% 92,751 27% 

1975 ...... 71,955 25% 82,839 29% 

1974 ...... 72,885 25% 80,625 28% 

1973 ...... 75,303 28% 77,032 29% 

INCOME BEFORE TAXES 

'l'1T7 ...... $25,622 46% $ 8,836 16% 

1976 ...... 20,855 46% 7,887 17% 

1975 ...... 16,247 50% 5,935 18% 

1974 ...... 11.547 45% 3,220 13% 

1973 ...... 16.578 42% 10.060 25% 

• Before restatement for elimination of discontinued operations. 
Income figures have been restated for the change in <occounting 
for leases. 

A DESCRIPTION OF THE COMPANY 
The Scott & Fetzer Company is a diversified marketing
oriented manufacturing company selling products 
in the floor care. leisure time, commercial/industrial 
and electrical markets. The company has 19 operating 
units composed of independent businesses_. most of 
which were acquired subsequent to 1963. The 

Leisure Time Electrical Lighting 
Per Per Per 

Amount Cent Amount Cent AmQUnl Cent 

$105,756 27% $55,178 14% $26,224 7% 

89.455 26% 47.478 14% 27,486 8% 

68,255 24% 37,226 13% 23.745 9% 

64.206 22% 42.279 14% 31,263 11 % 

54,745 20% 33.016 12% 30,618 11 % 

$ 12,058 22% $10,868 20% $ (2,307) (4)% 

5.773 13% 10.035 22% 1,035 2% 

3,324 10% 7.010 22% 7 

4,212 16% 5,937 23% 752 3% 

7,013 18% 4,589 11% 1.673 4% 

operating units are organized and managed as 
separate decentralized profit centers within Scott & 
Fetzer. The company was founded in 1914 and was 
incorporated under the laws of the State of Ohio on 
November 30, 1917. 
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(Dollar Amounts in Thousands Except Per Share Data) 

NETSALF.S ..........•..........•.......••..••....•...••..•.•..•••...• 

Cost of goods sold ••..•••..••...........•..•....•....•.........•...... 

Gross profit ..•...••....•...•..•.••••..•• c• •••••••••••••••••••••••• 

Selling. general and administrative expenses ..•••..••..•••...•••..••...•.• 

Operating profit .......•..••..••.•••.••...•••..•••...••••.••.•.••• 

Other income (deductions) 

Interest expense. capitalized leases (Note 4) ..........•.............•... 

Interest expense. other ••..••..••.•••.•••..••...•••.... c ••••••••••••• 

Interest Income ..••..••...••..•...•..••...•.....•.....•••....•.••• 

Other, net ..••...•...••.......•.••..•••..•••.•.••......•....••... 

Income from continuing operations before income taxes ..•.•.....•....•. 

Provision for income taxes: 

State and local •...•...•.•..••......•.•••..........•••........•... 

Federal and Canadian 

Current ...••.•....•••.••..•..•..••••..•....•..•.....•........ 

Deferred ........•....•..••.••..••...••....•••....••...••....• 

Total taxes ...............................•......•...•..... 

Income from continuing operations ...•..•..............••••..•....... 

Income (loss) from discontinued operations (Note 1) .........•••..••....•. 

NET INCOME .....••..•...•..•......••..••...•....•................... 

EARNINGS PER SHARE 

From continuing operations ..•..•.......•....•....•...•.•...•.•..... 

From discontinued operations ......•.......•...••....•....•....••••. 

Total earnings per common and common equivalent share ........ . 

DIVIDENDS PER SHARE ...............................•.......•....••.••• 

Average number of common and 
common equivalent shares outstanding (OOO's) •••••••••....•••..•••.••••• 

The accompanying Notes to Financial Statements and Summary of 
Accounting Policies are integral parts of these financial statements. 
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Year Ended 
November 30 

19n 1976 
(Restated) 

$351,187 $301,918 

249,521 222.225 
101,666 79.693 
42,534 36.409 
59,132 43.284 

(1,056) (1,117) 
(2,904) (2.941) 
2,881 2.859 
(1,945) 282 
(3,024) (917) 

56,108 42.367 

3,164 2.147 

25,464 18.419 
678 698 

29,306 21.264 

26,802 21,103 
(496) 1,618 

$ 26,306 s 22.721 

$ 3.63 s 2.78 
(.07) .21 

s 3.56 s 2.99 

$ 1.30 s 1.17 

7,384 7,594 



(Dollar Amounts In Thousands) 

ASSETS 

CURRENT ASSETS: 
Cash •••..••....••..•...••...•...••...•..........•.............. 
Certificates of deposit. .•...•....••.......•....•.....••..........•.. 
Short-term Investments ...•...•...•...••....•....••....•.•..•••....• 

Trade receivables, less allowance for doubtful accounts 
1977 - $793 1976- $834 .......•......................•....... 

Other receivables ..••.......•.•.•....•..•....•..•..•••............ 

Inventories (Note 3): 
Raw m\"'terlal and supplies •...•....•..•.....•...••........•...... 
Work In process ......•...•..........•••....•............•....•. 

Finished goods ....•...•..•........•...••....••................ 

Prepaid expenses .• · ...•..•...•....•..•......•..•......•....•...... 

TOTAL CURRENT ASSETS ................................... 

PROPERTY, PLANT AND EQUIPMENT: 
Land and land Improvements ......••.....•..........•.....•........ 
Buildings ...••...•.......•......... , .............................• 
Machinery and equipment ............••........................... 
Capitalized leases ..........•......•.........•......•............. 

Accumulated depreciation ........................................ . 
TOTAL PROPERTY. PLANT AND EQUIPMENT (Note 4) .............• 

INTANGIBLE ASSETS ARISING FROM ACQUISITIONS ...•...........•............ 
OTHER ASSETS ....................................................... . 

The accompanying Notes to Financial Statements and Summary of 
Accounting Policies are integral parts of tflese financial statements. 
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November 30 

1977 1976 
(Restated) 

s 7,279 s 298 

24,404 26,689 

28,611 20.444 

44,114 47.121 
1,826 929 

30,684 32,169 
16,295 13.999 
14,221 15.212 
61,200 61,380 

4,054 3,955 

171,488 160,816 

1,526 1,539 
11,998 12.528 
58,042 56,972 
15,097 14.930 
86,663 85,969 
36,487 34.646 

. 50,176 51,323 
144 2.120 

3,603 1.018 ----
$225,411 $215.277 



LIABILITIES 

CURRENT LIABILITIES: 
Curr{lnt portion of long-term debt (Note 2) ............................. . 

Accounts payable. trade .......................................... . 

Accounts payable, other .......................................... . 

Federal and Canadian Income taxes ................................ . 
;K_ 

Accrued taxes, other ............................................. . 

Accrued llabll ltles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

TOTAL CURRENT LIABILITIES ............................... .. 

LONG-TERM DEBT (Notes 2 & 4): 

9% Notes, due 1985 .............................................. . 

Mortgage notes and Insurance company loan ........................ . 

Capitalized leases ......................... " ..................... . 
TOTAL LONG-TERM DEBT .................................. . 

DEFERRED INCOME TAXES .............................................. . 

TOTAL LIABILITIES ........................................ . 

SHAREHOLDERS' EQUITY 

SERIAL PREFERENCE STOCK: 
.Authorized 1,000,000 shares. without par value; none Issued 

COMMON STOCK: 
Authorized 15,000,000 shares, without par value (Notes 5 & 7) 

Stated value of Issued shares: S1.25 per share 

1977 - 7,576,924 less 260,371 In treasury 

1976 - 7,576.924 .......................................... . 

ADDITIONAL CAPITAL (Note 7) ................................. " ........ . 
RETAINED EARNINGS (Note 2) ........................................... . 

TO'fAL SHAREHOLDERS' EQUITY ............................. . 
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November30 
1977 1976 

(Restated) 

$ 1,223 $ 1.113 
20,571 20,822 

1,261 1,730 
7,952 7,549 
2,747 2,643 

12,537 11,556 

46,301 45,413 

30,000 30.000 
1,102 1,397 

10,736 11.339 
41,838 42.736 
3,907 3,900 

92,046 92,049 

9,146 9,471 
5,863 5,992 

118,356 107,765 
133,365 123.228 

$225,411 $215.277 



(Dollar Amounts in Thousands) 

Year Ended 
November 30 

1977 1976 

SOURCE OF FUNDS 

From continuing operations: 

Income after taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $26,802 

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,499 

Writedown of Intangible assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 654 

Deferred federal income taxes 

From discontinued operations: 

Income (loss) after taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Depreciation and amortization ......... , ........................... . 

Wrltedown of intangible assets and provision for future costs .............. . 

Deferred federallncome taxes ..................................... . 

Totalfrom operations .................................... . 

Long-term financing arising from capitalized lease obligations ............... . 

Proceeds from disposition of divisions. less 

678 

33,633 

(496) 

2,044 

919 

(671) 

1,796 

35,429 

486 

non-current note receivable of $2,762 received . . . . . . . . . . . . . . . . . . . . . . . . . . 5,783 

Sale of common stock under stock options ....... , ....................... . 

Disposal of property, plant and equipment ............................... . 

Other, net ..................•...........•...............•.........•.. 

APPLICATION OF FUNDS 

Cash dividends ..................................................... . 

Disposal of net current assets of discontinued divisions ...................... . 

Addlllons to property, plant and equipment .............................. . 

Decr.;."Ose In long-term debt ........................................... . 

91 

1,662 

102 

43,553 

9,510 

7,309 

8,816 

1,384 

Acqul~itlonoftreasuryshares........................................... 6,750 

INCREASE IN WORKING CAPITAL ........................................ . 

16 

33,769 

$ 9,784 

(Restated) 

$21.103 

5.366 

698 

27.167 

1.618 

881 

(53) 

2,446 

29,613 

423 

311 

490 
(74) 

30,763 

8,864 

5,059 

1,296 

15,219 

$15,544 



(Dollar Amounts in Thousands) 

INCREASE (DECREASE) IN COMPONENTS OF WORKING CAPITAL 

Current assets: 

Cash and certificates of deposit ................................. . 

Short-term Investments ......................................... . 

Trade and other receivables .................................... . 

Inventories ............•...................................... 

Prepaid expenses .............. ·· ........................ · . · · · · · 

Current liabilities: 

Current portion of long-term debt ................................ . 

Trade and other payables ...... : ............................... . 

Accrued llabililies. including taxes ............................... . 

INCREASE IN WORKING CAPITAL 

CONSOLIDATED STATEMENT' OF RETAINED EARNINGS 
(Dollar Amounts in Thousands) 

Year Ended 
November 30 

1977 1976 
(Restated) 

$ 4,696 $ (7.340) 

8,167 16.394 

(2,110) 8,026 

(180) 5,801 

99 1.081 

10,672 23.962 

120 18 

(720) 1,962 

1.488 6,438 

888 8.4111 

$ 9,784 $15.544 

Year Ended 
November30 

1977 1976 
(Restated) 

Retained earnings, beginning of year. as previously reported . . . . . . . . . . . . . . . . . $108,341 $ 94,344 

Less cumulative effect on prior years of a change 
In accounting for leases (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (576) 

Retained earnings. beginning of year. as restated . . . . . . . . . . . . . . . . . . . . . . . . . . 107,765 

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . 26,306 

134,071 

Cash dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,510 

Excess of cost of treasury stock over. amount allocated to 
common stock and additional capital - 260,371 shares 6,205 

(436) 

93.908 

22.721 

116.629 

8,864 

15,715 8,864 

Retained earnings. end of year .......................... : . , . . . . . . . . . . . . $118,356 $107.765 

The accompanying Notes to Financial Statements and Summary of 
Accounting Policies are integral parts of these financ:ial statements. 
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1. Discontinued Operations 
On November 30, 1977 the Company completed the 
sale of its domestic lighting divisions (Atlas. Virden and 
Rembrandt) for cash and notes receivable. Also, the 
Company has actively entered into a program to sell 
two additional divisions. 

Income and expenses related to discontinued divi
sions have been removed from the appropriate 
categories in the statement of Income forboth years 
and the net Income therefrom Included In Income 
(loss) from discontinued operations, as follows 
(thousands of dollars): 

Results of Operations 
Netsale.s .......•........... 
Cost and expenses ......•.... 
Income taxes .............. . 
Operating Income .......... . 

Incurred and anllclpaled 
loss on disposal of ossets 

1977 

$43.550 
42.814 

313 
423 

1976 

$41.125 
37,908 

1.599 
1.618 

and closing costs. net of 
lncometaxbenefltofS848...... (919) 

Net(loss)lncome . . . . . . . . . . . . S (496) S 1,618 

Assets of the two additional divisions are expected to 
be sold or realized during the ensuing year. The ac
companying consolidated·balance sheet includes 
tt:ie following estimated net assets for these two divi
sions in 1977 and the five discontinued divisions In 1976, 
which are not part of continuing operations of the 
Company (thousands of dollars): 

Accounts receivable .......... . 
Inventories .................. . 
Property. plant and 

equipment •................ 

Liabilities .................•.. 
Net assets ................... . 

2. Long-Term Borrowing 

1977 1976 

s 4,594 
5.470 

3.753 
13,817 

-~._734 
$11.083 

s 7.103 
9.257 

3.l5~ 
20.016 
3.032 

$16.984 

The indenture for the 9% Notes contains provisions 
regarding Increases In debt. minimum asseMo-debl 
ratios, and the extent to which dividends may be paid. 
Al November 30, 1977 retained earnings unrestricted 
for the payment qt dividends amounted to 
$55, 134,000. Original Issue discount and costs of Issu
ance amounting to $640,000 are being amortized 
over the life of the notes on a straight-line basis. The ef
fective Interest rate approximates 9.19% after deduc
ting orlglna!Jssue discount 

The Company has unused lines of credit with seven 
banks amounting to $16.000.000. Although withdrawal 
Is not legally restricted. the Company Is expecied to. 
and does. maintain compensating balances equal to 
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10% of the lines of credit. 
Aggregate maturities of long-term debt during the 

five-year period November 30, 1977 through 1982 are 
$1,233.100, $1,087,900, $987,200, S1.643.700and 
$1,074.100, respectively. 

For continuing operations, interest and debt ex
pense on long-term debt was $3, 906,000 and 
S3. 913,000 for the years ended November 30. 1977 
and 1976, respectively. 

3. Inventories 
If the first-In, first-out cost method of Inventory valuation 
had been used for those inventories presently valued 
using the last-in, first-out method, inventories 
presented In the balance sheet would have been 
$10.099.000 and $9,438,000 higher than reported at 
November 30. 1977 and 1976, respectively. 

Inventories used In the computation of costs of 
goods sold for continuing operations were as follows 
(thousands of dollars): 
November 30. 1975 .•......••................. $45,631 
November 30. 1976 . . . . . • • . . . . . . . . . . . • . . . . . . . . 52, 123 
November 30. 1977 . . . • . . . . . . . . . . . . . . . . . • . . . . . 55. 730 

4. Long-Term Leases 
The Company leases certain prociU.ctlon and ware
house facilities for terms ranging :from 8 to 20 years. 
The majority of facility le<.lSiJS are for 15 years or more 
and contain renewal oplidns. generally for 15 years. In 
addition. the Company leases transportation and 
other equipment, substantially all for three- to five-year 
terms. A substantial portion of the equipment leases 
contains purchase options. In accordance with Finan
cial Accounting Standards Board Statement No. 13. 
the Company has capitalized all leases In effect at 
November 30. 1977 and 1976 which meet the criteria 
for classification as capital leases as defined In the 
Statement. The capitalized leases are accounted fo,· 
and depreclCiied as'6)::npany-owned property, with 
lease payments accounted for as Interest and debt 
reduction. Prior to the change In the melhod of.,ac
countlng for leases. substantially all lease payments 
were charged to rent expense. Leases for property, 
plant and equipment acqulrOd with the proceeds 
from Industrial revenue bonds have been consistently 
capitalized. Financial statements for prior years have 
been res:ated to apply the new method of accounting 
retroactively. The effect of the change was to 
decrease net Income by $111,000 and $140,000 In 1977 
and 1976, respectively. Earnings per share were 
decreased by s:o21n each year. For federal Income 
t(lx reporting purposes. lease costs will continue to be 
charged to current expense. 

Capital leases Included In property, plant and 
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equipment at November 30 are comprised of the 
following (thousands of dollars): 

Land and land Improvements .... 
Buildings ..................•. 
Machinery and equipment ..... . 

Less accumulated 
depreciation "' ............ . 

1977 

s 449 
12.506 
2.142 

15,097 

4.708 
$10,389 

1976 

s 449 
12.506 

1.975 
14.930 

___M!Q 
$11,060 

Future minimum lease payments under noncancel
able leases at November 30. 1977 are summarized 
below (thousands of dollars): 
Years Ending Capitalized Operating 
November 30, . Leases Leases 

1978 ................. . 
1979 ................. . 
1980 ................. . 
1981 ................. . 
1982 ................. . 
Later years ............ . 
Total minimum · 

lease payments ...... . 
Less minimum 

sublease rents ........ . 
Net minimum lease 

payments ........... . 

s 2.194 
2.003 
1,759 
2,087 
1.943 
9,207 

19,193 

$19.193 

s 2,995 
2.282 
1,849 
1.656 
1,606 
9.242 

19,630 

773 

$18.857 

The present valu!3 of net minimum lease payments 
for capitalized leases was $11,673,000 after deducting 
estimated taxes. maintenance. Insurance and olfier 
costs of $87.000 and Interest of $7,433,000. Interest Is 
computed at rates Implicit In the leases, and the rates 

Number 
of 

Shares 
Options granted: 

1977 .......................... 94,975 

Options becoming exercisable: 
1976 .......................... 49.182 
1977 .......................... 38.834 

Options exercised: 
1976 .......................... 20,900 
1977 ................ ' ........ ' 6,937 

Options outstanding: 
i976 .......................... 165,700 
1977 ............ ' .... ' ........ 215,775 

Certain options granted under the plans have cor
responding contingent options under the 1973 plan 
which may be exercised only upon the lapsing of 
existing options. · 
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range from 4Y.% to 15%%. Included In minimum 
sublease rents for operating leases are estimates of 
future rents under leases to be assumed by the pur
chasers of discontinued operations. 

Net rent expense for noncancelable operating 
leases for the years ended November 30, 1977 and 
1976 amounted to $2, 992,000 and $2, 905,000, respec· 
lively, after deducting sublease rents of $95,000 and 
$42.000, respectively. 

5. stock Options 
The Company adopted common stock option plans in 
1967 and 1973 for which 40,000 shares and 175. 775 
shares, respectively. are reserved for Issuance under 
outstanding options al November 30. 1977. Shares 
reserved for future grants at November 30, 1977 and 
1976 were 411. 938 and 239,600. respectively. 

The 1973 stock option plan provides for the granting 
of either quallfleeor nonquallfled options to officers 
and key el'T'ployees to purchase shares of common 
stock ct a ;:>rice not less than 100% of the fair market 
value olthe stock on the date options are granted. 
Options are exercisable one-fourth each year and ex
pire five years after grant for qualified options. and 10 
years after grant for nonquallfled options. 

On March 22. 1977 the shareholders approved 
modiflcat!qns to the 1973 stock option plan which in· 
creased the number of shares available under the 
pion by 250.000 common shares and permits the 
granting of stock appreciation rights to optlonees 
under the plan. As of November 30. 1977, no stock 
appreciation rights have been granted. 

Information relating to options Is set forth t)<:ow: 

Option Price Market Price 

Average 
Per 

Average 
Per 

Share Total Share Total 

$24.88 $2,363.240 $24.88 $2,363.240 

26.10 1,283,885 22.22 1.092.733 
24.06 934.262 26.01 1.009.987 

14.90 311.500 20.10 420,00fl 
13.06 90.584 25.67 178,041 

26.21 4,343,638 26.21 4,343.638 
25.78 5,562,622 25.78 5,562.622 

During 1977 and 1976, options for 37, 963 shares and 
30,300 shares, re$pecllvely, were cancelled. No 

.. 

options were granted during 1976. The Company has 
made no charges against Income with respect to options . 



6. Pellllon and ReHrement PlaM 
The majority of the Company's employees ore 
covered by various non-contributory trusteed pension 
and profit-shoring plans. Contrlbul'ions under the plans 
charged to continuing operations were $2,268,000 
and $2,336,000 for the years ended November 30. 
1977 and 1976, respectively. These Include, as to cer
tain of the plans. amortization of past service costs 
over periods ranging from 24 to 40 years. The amount 
required to fund past service costs Is estimated at 

511,659,000. The Company's policy Is to fund pension 
costs accrued. The aggregate actuarially computed 
value of vested benefits exceeded the total pension 
fund assets and balance sheet accruals by approx
imately $2.670,000 at November 30, 197'1. 

7. Capital S1ack 
Changes In the common stock and addltional capital 
accounts during the two years ended November 30, 
1977 and 1976 were as follows (dollars In thousands): 

Common stock 
Treasury Issued stated Additional 
Shares Shares Value Ca121tal 

Balance, November 30. 1975 ••......••... (2, 161) 7,558.185 $9,445 $5,707 
Sale of stock under options ..........•.... 2,161 18.739 26 285 
Balance. November 30. 1976 •.......•.... 7.576.924 9.471 5,992 
Purchase of stock ...................•.. (267,308) (334) (211) 
Sale of stock under options ..........•.... 6.937 9 82 
Balance. November 30. 1977 .. , ...•...... (260.371) 7,576.924 $9,146 $5.863 

8. ConHngent uabllltles 
Any liability that may result from lawsuits and other 
claims pending qgalnst the Company will not be ma
terial In the opinion of management of the Company. 

9. Quarterly Eamlngs Data (Unaudited) 
The quarterly earnings data presented below has 
been adjusted for continuing operations and restated 

(Dollar Amounts In Thousands Except Per Share Data) 

Net sales ••...•....•.••....•••••..••••..••••.• 
Gross profit ................................... 
Income from continuing operations .•..•.........•. 
Income (loss) from dlsconflnued operations ........ , . 
Net Income ....••..................•.......... 
Earnings per share 

From continuing operations ..........•..•...•. 
From discontinued operations ...••..•.......•. 

Total ...•............•......• · · ·. · · • · · · 

Netsales ............•................•....... 
Gross profit .....•.................•........... 
Income from continuing operations ............... . 
Income (loss) from discontinued operations ......... . 
Net Income ................................. .. 

Earnings per shore 
From conllnuln.g operations .....•............. 
From discontinued operations ...•..........•.• 

Total ......................... · ... • .. · · 
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for the change In acco•;ntlng for leases. The data has 
been subjected lo a limited review by the Company's 
Independent accountants In accordance with the 
standards prescribed by the American Institute of 
Certified Public Accountants. Their limited review did 
not constitute an audit and. accordingly, they do not 
express an opinion on ihls Interim financial Information. 

1977 Flscal Year by Quarter 

First Second Third Fourth 
$80,009 $98,147 $88,331 $84,700 
22.446 27,881 23,648 27.691 
5,530 8.324 6,038 6,910 

86 (886) 801 (497) 
s 5.616 s 7.438 s 6.839 s 6.413 

s .74 $1.13 s .82 s .94 
.01 (.12) .11 (.07) 

s .75 $1.01 s .93 s .87 

1976 Fiscal Year by Quarter 

First Second Third Fourth 
$66,071 $82.878 $77,656 $75,313 
17.664 21.017 19,642 21,370 
4.886 5.959 5,204 5,054 

(53) 388 699 584 
$ 4.833 $ 6.347 $ 5,903 s 5.636 

$ .65 $ .. 78 $ .68 $ .67 
(.01) .05 .10 .07 

$ .64 $ .83 $ .78 $ .74 
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10. Current Replacement Cosls (UnaudHec:I) 
The Company Is required to report to the Securities 
and Exchange Commission In Its Form 10K. beginning 
for fiscal 1977, certain Information relating to current 
replacement cost of productlv& capacity (primarily 
buildings, machinery, and equipment). replacement 
cost of Inventories at year-end. and the effect during 
the year on Cost of Goods Sold, if co,~ts were used that 
were In effect at the time of sale. This Information 
basically Is Intended to show the effects of Inflation on 
current operations and the future effects of replacing 
productive capacity at current costs and should be 
looked upon only as an Indication of the stale of the 
general economy as II relates to the Company at the 
present lime. It does not purport to show the future 
operating performance of the Company, since pro
ductive capacity would not be replaced at one time 
and future costs are dependent on ever changing 

SUMMARY OF ACCOUNTING POLICIES 
The following Is a summary of significant accounting 
policies followed In the preparation of these financial 
statements. The policies conform to generally ac
cepted accounting principles and have been con
sistently applied In the preparation of the flnanclol. 
statements. 

Peinclploa of CoNOlldatlon- Consolidated financial 
statements Include the accounts o! all subsidiaries. all 
of which are wholly owned. lntercompany balances, 
transactions and stockholdlngs have been eliminated 
In consolidation. 

Short-Term Investments- Short-term Investments. 
principally United States Treasury obllgatlons. are car
ried at cost, which approximates market value. 

!nventoiy Valuation- The last-In. first-out method of 
Inventory valuation Is used for a majority of domestic 
Inventories .. The remaining Inventory Is valued prin
cipally at average standard cost. Inventory valuations 
are at the lower of cost or market. 

Property, Plant and Equipment- Items capitalized 
as part of land. buildings and equipment. Including 
significant betterments to existing facilities. are valued 
at cost. When property Is retired or Is otherwise dis-
posed of, the cost and accumulated depreciation are 
removed from the appropriate accounts and any gain 
or loss Included In current Income. Maintenance, 
repair and ordinary renewals are charged to expense 
as Incurred . 
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economic conditions and management control of all 
economic factors affecting the Company. 

Managemer1t Is constantly aware of the effects of 
lnflotlon on production costs and the ability lo main
tain and Improve productive capacity and Is con
tinually taking steps lo reduce costs and upgrade Its 
productive assets to take advantage of technological 
Improvements and Innovations In order to maintain a 
modern, efficient manufacturing operation. 

The calculation of the current replacement cost 
data was based on estimates and various assump
tions. The value of this analysis Is llmlled to the validity 
of the estimates and assumptions and Is of minimal 
usefulness to the Company. 

A copy of the annual report to the Securities and Ex· 
change Commission on Form 10K. which Includes the 
complete replacement cost analysis for fiscal 1977. 
may be obtained from the Company upon request. 

Depreciation- Straight-line and accelerated 
methods are used In the computation of depreciation 
for financial reporting purposes. the straight-line 
method being used for the majority of the assets. 

Dehmed Income Taxea- Deferred Income taxes 
arise from timing differences between the recognition 
of Income and expense Items for financial and tax 
reporting purposes. The principal timing differences 
are for depreciation and capllallzed lease costs. 

lnvestmentTax Credit- In the year II arises, Invest
ment tax credit Is recorded as a reduction of the prov!· 
slon for federal Income taxes. 

lullneu COl'llblnatlonl- Where combinations 
qualify as "poollngs of Interest:" the current results of 
operations Include those of acquisitions for the entire 
year and financial statements of the preceding year 
are restated. Acquisitions which constitute "pur
chases" are Included from the dale of acquisition. 
and amounts assigned to Intangibles are amortized 
on a straight-line basis over a 40-year period. There 
were r;io combinations during 1977. 

Eamlnga Per Share - Earnings per common share 
are determined by dividing net Income by the 
weighted average number of shares of common stock 
outstanding plus common share equivalents (shares 
Issuable for certain stock options granted). 



To the Board of Directors and stockholders 
The Scott&. Fetzer Company 

We have examined the consolidated balance sheet 
of The Scott&. Fetzer Company and subsidiary com· 
ponies as at November 30. 1977 and 1976 and the 
related consolidated statements of Income. retained 
earnings and changes In financial position for the 
years then ended. Our examination was made In ac
cordance with generally accepted auditing stand· 
ards and accordlpgly Included such tests of the ac
counting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the aforementioned financial state-

ments present fairly the corisolldated financial position 
of The Scott&. Fetzer Company and subsidiary com
panies at November 30, 1977 and 1976, the results of 
their operations and the changes In their financial 
position for the years then ended. in conformity with 
generally accepted accounting principles applied on 
a consistent basis after restatement for the change, 
with which we concur. in the method of accounting for 
long-term leases as described In Note 4 to the finan
cial statements. 

Cleveland, Ohio 
January 24. 1978 

REPORT OF THE BOARD OF DIRECTORS' AUDIT COMMITIEE 

Scott&. Fetzer's Au.di! Committee of the Board of Dirac· 
tors has four momt·ars. all outside directors. During the 
1977 fiscal year, the committee met four times to 
review the company's operating results. news releases 
and shareholder reports. At each meeting, we also 
monitored and discussed the financial control system 
with the company's senior management, public 
auditors - Coopers&. Lybrand, and the manager of 
Internal audits. 

Each year. we have seen continued Improvement 
and refinement in the company's divisional financial 
control systems. Most.of the weaknesses that we 
observed in prior years have been corrected with new 
financial personnel and more sophisticated cost and 
accounting procedures. While there will be continued 
improvements in the future. we are satisfied that the 
company's operations are under adequate control. 

The committee has received the full cooperation of 
the publil' and internal auditors and the senior finan
cial officers. We believe that the company's manage-
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ment hos kept us.adequately informed on current 
problem areas and we have complete access to any 
information or personnel that may be required for us to 
discharge our responsibilities. Wfi are not aware of 
anything of a materially adverse nature that has not 
been properly reported and discussed. We will con· 
tinue to monitor Scott&. Fetzer's management and 
financial control systems and general business prac
tices to satisfy the Board of Directors that obligations 
both to the public and to the shareholders are being 
adequately met. , 

On behalf of the committee. I want to thank all of the 
personnel involved who have helped us meet our 
obligations. 

Cleveland. Ohio 
January 24. 1978 

For the Audit Committee 

J.r.13~ 
Joseph T. Balley O 
Chairman 

• 



(Dollar Amounts in Thousands Except Per Share Data) 
AS REPORTED" 1977 1976 1975 1974 1973 

Net Sales .................... $351,187 $343,043 $284,020 $291.258 $270,714 

t 
Income Before Ta~es ....••....• 56,108 45.855 32.791 25,931 40.064 
Netlncome ..•...•....•••...•. 26,306 22.861 17.048 13.696 20,869 

Cash Dividends .••...••....•.. 9,510 8,864 7,706 7,554 7,456 
Per cent Payout of Netlncome ... 36.2 38.8 45,2 55.2 35.7 
Earnings Retained and 

Reinvested .••..••...•.•...• 16,796 13,997 9,342 6.142 13.413 

• Capital Expenditures ...•....•.. 8,816 4,636 6,064 12.473 12.753 
Working Capital •..•.••........ 125,187 116.180 100,602 84.496 60.505 
Long-Term Debt •.............. 41,838 34,350 34.772 27.424 3.334 

Total Assets •...•....•....•.... 225,411 207,223 184.177 162.729 136.076 
Shareholders' Equity .......•..• 133,365 123.804 109.496 100.137 93,837 
Per cent Return on • Shareholders' Equity .......... 19.7 18.5 15.6 13.7 22.2 

Per Share 
Earnings ....•....•.....•.. 3.56 3.01 2.26 1.81 2.76 
Dividends ................. 1.30 1.17 1.02 1.00 1.00 
Book Value ................ 18.23 16.34 14.49 13.25 12.44 

• Market Price Range ....•...• 29-22'f, 29%-17% 22-8Y. 25%-8% 44%-24Y. 
Price Earnings Ratio ......... 8-6 10-6 10-4 14-5 16-9 

Year-End Data 
Shares Outstanding 

(OOO's) .................. 7,317 7,577 7.556 7,555 7.544 
Number of Shareholders 

• of Record ............... 8,852 9,377 10.105 9,896 8.498 
Number of Employees ....... 7,255 7,500 7,084 7,481 8,296 

RESULTS RESTATED• • 
Net Sales .................... $351,187 $301.918 $247.249 $247,539 $222.795 
Income Before Taxes ........... 56,108 42,367 30. 481 23.586 34.132 

Per centto Sales •.......... 16.0 14.0 12.2 9.5 15.3 

• Income from Continuing 
Operations ................. 26,802 21.103 15,690 12.460 17,779 

Per cent to Sales ........... 7.6 7.0 6.3 5.0 8.0 
Income (Loss) from 

Discontinued Operations .•.. (496) 1.618 1.218 1.099 3,011 
Netlncome •.................. 26,306 22.721 16,908 13,559 20,790 

• Earnings Per Share: 
From Continuing 

Operations . . . . . . . . • . . . . . 3.63 2.78 2.08 1.65 2.35 
From Discontinued 

Operations .............• (.07) .21 .16 .15 .40 
Total .•............. 3.56 2.99 2.24 1.80 2.75 

• 
• "As Reported" for 1976 and prior years includes discontinued 

operations and certain leases not capitalized. 
• • "Results Restated" reflects a change in accounting for leases and the 

net sales and income before taxes of continuing operations . 
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FLOOR CARE. 
Vacuum cleaners and other floor 
maintenance equipment and 
supplies for residential, industrial 
and Institutional use. 

Cardinal DMllan 
B15 E. Tallmadge Avenue 
Akron. Ohio 44310 

New line of "Douglas" 
Family Concept Vacuum 
Cleaners, Introduced In 1978 

Kirby Group 
1920 W. 114th Slreel 
Cleveland. Ohio 44102 

Kirby West 
N.MalnRoad 
Andrews. Texas 79714 

Kirby of Canada 
1009 Burns Slreel East 
Whilby. Ontario. Canada 

Top: Kirby Classic Ill 
Vacuum Cleaner 
Center: Kirby canister 
with extension wand 
and cleaning 
attachments 
Bottom: Kirby Deep 
Cleaning Hand Portable 
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Klevac DlvislOn 
3BB1 W. 1501h Slreet Cleveland, Ohio 44111 

Lett: Packaged replacement parts for 
popular model vacuum cleaners 
Above: Floor shampoos, polishes. 
cleansers and other household producls 

Amertcan·Uncaln DMllan 
1100 Haskins Road 
Bowling Green. Ohio 43402 

The "Sweep Dream" - for large 
Interior and exterior sweeping Jobs 

• 

• 

• 



LEISURE TIME 
Air compressors and paint spray equip
ment for home. farm and commercial 
use; hitching and towing equipment. 
accessories and awnings for recrea
tional vehicles: mechanical winches. 
electric power winches and hoists for 
boats and trailers. 

CarefJH of Colorado Dlvilion 
2760 Industrial Lane 
Broomfield. Colorado 80020 

Upper: "Shadow Box" awning 
lower: "Breezeway'' screen enclosure 

Powerwtnchl.la-Son Dlvilion 
217 Long Hill Cross Rood 
Shelton. Connecticut 06484 

Powerwlnch mounted on Jeep 

Valtey lndultltet Dlvilion 
1313 s. Stockton Street 
Lodi. California 95240 

Valley Industries-East 
P.O.Box444 
Shelbyville. Kentucky 40065 

Upper: Oii cooler tan and fan clutch products 
Lower: Trailer towing products 

campbelt-Haustekl Group 
801 Production Drive 
Harrison. Ohio 45030 Portable air compressor 
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COMMERCIAL/INDUSTRIAL 
Water system fixtures for mobile 
homes and other plumbing appli
cations; compressed gas connec
tors and fittings; utility truck bodies; 
truck bumpers; hydraulic valves; 
steering column components for 
trucks and off-the-road equip
ment; telephone exchange metal 

Campbell-Hausleld Group 
801 Production Drive 
Harrison, Ohio 45030 

Air compressors and 
airless paint sprayer 

Cardinal Division 
815 E. Tallmadge Avenue 
Akron, Ohio 44310 

Molded plastic containers lor 
load products 

mounting frames; air compressors. 
paint spray equipment, and foun
dry products; household cutlery; 
plastic food containers; mono· 
metric measuring instruments; 
cold forged scissors for the home, 
school and office. 

staht Division 
·1750 West 160lh Street 
Cleveland, Ohio 44135 

Top: The "Challenger" 
utility service body 
Center: Utility service van 
Bottom: TowSweeper 
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Meriam tnslrumant Division 

10920 Madison Avenue 
Cleveland, Ohio 44102 

"Accutube" gauge line wllh 
Indicating switch unll 
Inset: flow meter 

PowarwlnchlJa-son Division 
217 Long Hill Cross Road 
Shelton, Connecticut 06484 

Scissors for school, home 
andoHlce 

4 
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Qulkut Division 

1100 Napoleon Street 
Fremont. Ohio 43420 

Steak and carving set 

• Streamwav Division 

,. 

835 Sharon Drive 
Westlake. Ohio44145 

Water system fixtures 

ELECTRICAL 
Fractional horsepower motors; fit
tings. transformers, ballasts. fur
nace ignition systems; timers for 
automatic laundry equipment; 
high voltage cable fittings and 
couplers; explosion-proof hous
ings; conduit fittings; television 
and CB antennas. 

Adatet·PLM Division 
4799·4801 W. 15oth Street 
Cleveland. Ohio 44135 

Electrical products for 
energy related markets 

France Division 
8 75 Bassett Road 
Westlake. Ohio 44145 

Electrical controls 
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Halex Division 
23901 Aurora Road 
Bedford Heights. Ohio 44146 

Conduit fittings 

:-,_-..... -vr-i ... --7-;,g~.· 

f 
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Northland Division 
968 Bradley Street 
Watertown. New Yori< 13601 

Motor for vacuum cleaner 

Kingston Timer Plant 
Miller Road 
Smithville. Tennessee 37166 

Controls for automatic 
laundry equipment 

' ~ ~. •' . . , 



Chairman and President. 
Von Dorn Company. 

Manufacturer of special 
purpose containars and 
plastic injection molding 
machinery,.ar"j heat 
treating of steel 

Audit Committee, 
Investment Committee 

Chairman and 
Chief Executive Officer. 
The Worner & Swasey Co .• 

Manufacturer of 
machine tools. con
struction equipment. and 
textile machinery 

Audit Committee. 
chairman: Compensa
tion and Organization 
Committee 

Professor of Management. 
Rensselaer Polytechnic 
Institute 

Compensation and 
Organization Committee 

RALPH SCHEY 
Chairman, President and 
Chief Executive Officer 

Executive Committee 

Director and former 
Chairman. Diamond 
Shamrock Corporation. 

Producer of chemicals, 
petroleum and related 
products 

Audit Committee. 
Compensat~on and 
Organization Committee 

Executive Vice President· 
Finance 

Investment Committee, 
chairman: Executive 
Committee 

Formerly Chairman and 
Chief Executive Officer. 
The Scott & Fetzer Co. 

Executive Committee, 
chairman: Investment 
Committee 

Senior Executive 
Vice President 
(Retired February 1. 1978) 

THOMAS W. SMITH 
Private Investor 

Compensation and 
Organization Committee, 
chal,man: Audit 
Committee 
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CORPORATE 
MANAGEMENT 
RAL~H SCHEY • Chairman. President and 
Chief Executive Officer 

J. F. BRADLEY 
Executive Vice President • 
Finance 

JOHN BEBBINGTON • Group Vice President 

ARTHUR M. BYUN KENNETH D. HUGHES ROBERT C. WEBER 
Group Vice President 

JOSEPH P. MARSALKA 
Group Vice President 

• WALTER A. RAJKI 
Group Vice President 

KENNETH D. HUGHES 
Treasurer and Controller 

ROBERT C. WEBER 
Secretory and 

• General Counsel 
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SUPPLEMENTARY NOTES TO FINANCIAL STATEMENTS 

1. Accrued liabilities at November 30, 1977 and 1976 were as follows: 

Salaries, wages and commissions 
Interest 
Pension and prof'i t-sharing plans 
Other 

Thousands of Dollars 

1977 1976 

$ 4,633 
256 

2,995 
4,653 

$12,537 

$ 4,465 
6" 

3,~6~ 
3,460 

$11,556 

2. For a number of years the Company has paid discretionary bonuses 
to officers and selected employees. The amounts charged against 
income aggregated $1,186,000 and $1,160,000 for the years ended 
November 30, 1977 and 1976, respectively • 

3. Current Replacement Cost Information (Unaudited) 
The following replacement cost information for certain of the 
Company's assets, cost of goods sold, and depreciation expense has 
been estimated by management and is being provided pursuant to new 
Rule 3-17, which was added to Regulation s-x through issuance of 
Accounting Series Release No. 190. 

The Company's management cautions readers as to the use and inter
pretation of this information. This information is basically in
tended to show the effects of inflation on current operations and 
the future effects of replacing productive capacity at current 
inflation rates and should be looked upon only as an indication of 
the state of the general economy as it relates to the Company at 
the present time. It does not purport to show the future operating 
performance of the Company, since productive capacity would not be 
replaced at one time and future costs are dependent on ever chang
ing economic conditions and management control of all economic 
factors affecting the Company. Further, no attempt should be made 
to compute a net income effect based on the data presented. 
Management is constantly aware of the effects of inflation on 
production costs and the ability to maintain and improve productive 
capacity and is continually taking steps to reduce costs and up
grade its productive assets to take advantage of technological 
improvements and innovations in order to maintain a modern, effi
cient manufacturing operation. No attempt has been made to measure 
the reduced operating costs th~t would result from management's 
continuing effort in the future to improve operating efficiencies 
as economic conditions change and technological improvements become 
reality. Therefore, it is management's view that the replacement 
cost data below cannot be used alone to evaluate current operating 
results or an an indication of the future operating performance of 
the Company. · 
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SUPPLEMENTARY NOTES TO FINANCIAL STATEMENTS, Continued 

3. Current Replacement Cost Information (Unaudited), Continued 
The replacement cost data presented below represents the best 
estimates by operating and corporate management of the economic 
forces affecting the Company at the present time. Accordingly, 
the information is static in nature and reflects management's 
knowledge of the Company as an on-going business and cannot be 
compared with other companies or used as a representation of the 
market value of the Company's assets or economic value in the 
future. 

BALANCE SHEET ITEMS 

At November 30, 1977: 
Inventories 
Plant and equipment (1): 

Buildings 
Machinery and equipment 

Gross plant and equipment 
Less accumulated depreciation 

Net plant and equipment 

INCOME STATEMENT ITEMS 

For year ending November 30, 1977 
for continuing operations (2): 

Cost of goods sold 

Depreciation expense: 
Included in cost of goods sold 
Other 

Total depreciation 

Thousands of Dollars 
Estimated 

Replacement 
Cost 

$ 65,618 

$ 31,275 
94,282 

125,557 
55,728 

$ 69,829 

$274,403 

$ 

$ 

8,021 
1,085 
9,106 

Comparable 
Historical 

Cost 

$ 55,730 

$ 14,162 
59,416 
73,578 
30,231 

~ 43,347 

$249,521 

$ 

$ 

4,795 
704 

5,499 

(1) Includes leases capitalized under the requirements of Statement 
of' Financial Accounting Standards No. 13 issued by the 
Financial Accounting Standards Board in November, 1976. These 
rules were applied retroactively to include all capitalizable 
leases in effect at November 30, 1977. 

(2) Includes current year effect of capitalizing leases under 
SFAS No. 13, as described above. Cost of' goods sold and 
depreciation expense reflect depreciation on these capitalized 
leases, net of previously included lease expense. 
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SUPPLEMENTARY NOTES TO FINANCIAL STATEMENTS, Continued 

3. Current Replacement Cost Information (Unaudited), Continued 
Inventories were estimated based on latest costs in inventory 
at year-end using the FIFO (first-in, first-out) method of in
ventory valuation, adjusted for the lag between the time costs 
were incurred and fiscal year-end using cost change relation
ships determined by each operating unit. 

The replacement cost of buildings was estimated using construction 
costs in effect at each facility location and the productive area 
at each location, including administrative offices and warehouses. 
Approximately 92% of the replacement cost of buildings was 
determined using this method. The remainder was based on local 
construction indices at each facility location. 

Machinery and equipment was restated to replacement cost using 
direct quotes for new machinery and equipment of equivalent capa
city. Known technological improvements were included in arriving 
at these replacement costs. Approximately 73% of the machinery 
and equipment replacement value was determined using this method. 
The replacement cost for the remaining machinery and equipment was 
estimated using published indices representative of the machinery 
and equipment being restated • 

Replacement cost accumulated depreciation on productive capacity 
was calculated using the straight-line method and using the same 
estimates of useful life and salvage value utilized in preparing 
the historical cost financial statements. Average replacement 
cost of productive capacity at the beginning and end of 1977 was 
used in determining the basis upon which depreciation expense was 
computed. 

Replacement cost of goods sold was estimated by adjusting histori
cal costs for the lag between the incurring of costs and time of 
sale. Cost of goods sold calculations were prepared by each 
operating unit, utilizing cost change relationships and inventory 
turnover calculations, and their separate results combined to 
produce the cost of goods sold presented above. 

Two operating uni ts are being considered f'or disposition in early 
1978 and have not been included in the replacement costs or the 
comparable historical data presented above • 
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SUPPLEMENTARY NOTES TO FINANCIAL STATEMENTS, Continued 

3. Current Replacement Cost Information (Unaudited), Continued 

The comparable historical cost amounts are reconciled to those shown 
in the accompanying consolidated balance sheet as follows (in 
thousands of dollars): 

Amounts for which replacement cost 
data are provided 

Operations to be discontinued 

Assets that would not be replaced 
after their economic life 

Land 

Construction-in-progress 

Amounts included in 
consolidated balance 
sheet 

F-6 

Inventories 

$55,730 

5,470 

$61,200 

Property, 
Plant 
and 

Equipment 

$73,578 

698 

1,393 

939 

$86,663 
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THE SCOTT & FETZER COMPANY AND SUBSIDIARY COMPANIES 
SCHEDULE II - AMOUNT RECEIVABLE FROM UNDERWRITERS, 

PROMOTERS, DIRECTORS, OFFICERS, EMPLOYEES, AND 
PRINCIPAL HOLDERS (OTHER THAN AFFILIATES) OF EQUITY 

SECURITIES OF THE PERSON AND ITS AFFILIATES 
for the years ended November 30, 1977 and 1976 

Column A Column B Column C Column D -
Deductions 

Balance at (1) 
Beginning Amounts 

Name of Debtor of Period Additions Collected 

Year ended 
November 30, 1977: 

R. E. Schey -0- $40,000 $40,000 

Column E 

Balance 
at End 

of Period 

-0-

Note - Between December 16, 1976 and January 13, 1977, Mr. Schey was 
indebted to the Company in the amount of $40,000, which amount 
was advanced to him pending payment to him of a portion of his 
compensation with respect to 1976. Mr. Schey has paid the 
Company interest on such amount at the annual rate of 7% • 
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THE SCOTT & FETZER COMPANY AND SUBSIDIARY COMPANIES 

SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT 
for the years ended November 30, 1977 and 1976 

Column A 

Classification 
Year ended November 30, 1977: 

Land 

(A) 

Land improvement~ 
Buildings 
Leasehold improvements 
Machinery and factory equipment 
Tools, patterns, nies, jigs, etc. 
Furniture and fixtures 
Automobiles and trucks 
Construction in progress 

Year ended November 30, 1976: 
Land 
Land improvements 
Buildings 
Leasehold improvements 
Machinery and factory equipment 
Tools, patterns, dies, jigs, etc. 
Furniture and fixtures 
Automobiles and trucks 
Construction in progress 

Column B 
Balance at 
Beginning 
of Period 

$ 1,398,267 
589,507 

25,034,341 
2,350,034 

42,918,210 
8,680,002 
2,565,924 
1,451,012 

981,473 
~85~968~770 

$ 1,526,420 
542,389 

23,912,607 
2,260,217 

40,690,428 
7,831,165 
2,084,372 
1,397,730 
2,759,536 

$83,004,864 

Column C 

Additions 
at Cost 

$ 107,083 
11,242 

125,495 
94,406 

6,049,676 
977,076 
445,549 
580,239 
424,748 

~8~815,514 

$ 5,708 
53,422 

1,584,639 
93,392 

2,913,816 
1,167,556 

577,793 
441,076 

(1,778,063) 
$5,059,339 

Column D 

Retirements 

$ 112,692 
18,440 

655,881 
272,747 

4,347,469 
l,~52,152 

'25,682 
336,474 

~8,121,537 

$ 133,861 
6,304 

462,905 
3,575 

686,034 
318,719 
96,241 

387,794 

$2,095,433 

• 

Column F 
Balance 

at End of 
Period 

$ 1,392,658 
582,309 

24,503,955 
2,171,693 

44,620,417 
7,704,926 
2,585,791 
1,694,777 
1,406,221 

~86~662,747 

$ 1,398,267 
589,507 

25,034,341 
2,350,034 

42,918,210 
8,680,002 
2,565,924 
1,451,012 

981,473 
$85,968,770 

(A) 
These amounts have been restated from those previously reported for the change in the 
method of accounting for long-term leases as described in Note 4 to the financial statements. 
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THE SCOTT & FETZER COMPANY AND SUBSIDIARY COMPANIES 

SCHEDULE VI - ACCUMULATED DEPRECIATION AND AMORTIZATION OF 
PROPERTY, PLANT AND EQUIPMENT 

for the years ended November 30, 1977 and 1976 

Column A Column B Column C 
Additions 
Charged to 
Costs and 

Column C Column F 

Description 

Balance at 
Beginning 
of Period Expenses Retirements 

Balance 
at End of 
Period 

Year ended November 30, 1977: 
$ 303,548 
. 8,203,656 

1,111,441 
17,871,510 

$ $ 340,733 
8,782,312 
1,102,832 

19,334,771 

Land improvements 
Buildings 
Leasehold improvements 
Machinery and factory equipment 
Tools, patterns, dies, jigs, 

etc. 
Furniture and fixtures 
Automobiles and trucks 

(A) 
Year ended November 30, 1976: 

Land improvements 
Buildings 
Leasehold improvements 
Machinery and factory equipment 
Tools, patterns, dies, jigs, 

etc. 
Furniture and fixtures 
Automobiles and trucks 

5,093,561 
1,304,910 

757,459 
$34,646,085 

$ 261,217 
7,334,676 

903,524 
15,620,429 

4,068,316 
1,187,540 

735,798 
$30,111,500 

$ 49,620 
1,123,015 

211,367 
4,0"(0,711 

1,295,630 
269,318 
382,348 

$7,402,009 

$ 47,018 
1,126,169 

211,455 
2,873,582 

1,330,661 
212,500 
338,361 

$6,139,746 

12,435 
544,359 
219,976 

2,607,450 

1,508,576 
332,447 
336,316 

$5.561,559 

$ h,687 
257,189 

3,538 
622,501 

305,416 
95,130 

316,700 
$1,605,161 

4,880,615 
1,241,781 

803,491 
$36,486,535 

$ 303,548 
8,203,656 
1,111,441 

17,871,510 

5,093,561 
1,304,910 

757,459 
_$34' 646' 085 

• • 

Estimated 
Useful 
Lives 

5-20 Yrs. 
20-40 Yrs. 
Lease Term 

5-32 Yrs. 

3-10 Yrs. 
5-10 Yrs. 
3-4 Yrs. 

Note: Fully depreciated assets are removed annually from the asset and accumulated depreciation 
accounts of certain divisions. 

(A) These amounts have been restated from those previously reported for the change in the method 
of accounting for long-term leases as described in Note 4 to the financial statements. 
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THE SCOTT & FETZER COMPANY AND SUBSIDIARY COMPANIES 

SCHEDULE XII - VAIDATION AND QUALIFYING ACCOUNTS AND RESERVES 
for the years ended November 30, 1977 and 1976 

Column A Column B Column C Column D 
Additions 

Balance at Charged to 
Beginning Costs and 

Description of Period Expenses Deductions 

Year ended November 30, 1977: 
Allowance for doubtful accounts $833,645 $467,215 $507,463(A) 

Year ended November 30, 1976: 
Allowance for doubtful accounts $810,227 ~599~566 ~576 2 148(A) 

(A) Write-off of uncollectible accounts, less recoveries. 

• • 

Column E 

Balance 
End of 
Period 

$793,397 

~8332645 
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THE SCOTT & FETZER COMPANY AND SUBSIDIARY COMPANIES 
SCHEJXJLE XVI - SUPPLEMENTARY INCOME STATEMENT INFORMATION 

for the years ended November 30, 197"( and 1976 

Column A 

Item 

Column B 
Charged to 

Costs and Expenses 
Year ended November 30, 1977: 

Maintenance and repairs 

(A) 

Depreciation and amortization of property, 
plant and equipment 

Taxes, other than income taxes: 
Payroll 

Real, personal property and other 
Total 

$4,660,-183 

$5,358,393 (B) 

$5,265,620 
2,122,888 

$7,387,908 

Year ended November 30, 1976: 
Maintenance and repairs 

Depreciation and amortization of property, 
plant and equipment 

Taxes, other than income taxes: 
Payroll 

Real, personal property and other 
Total 

$3,891,000 

$5,258,585(B) 

$4,465,313 
2,318,068 

$6,783,381 

Note: Amounts f'or items other than those reported have been excluded 
because they amount to less than 1% of net sales. 

(A) These amounts have been restated from those previously reported 
for the change in the method of accounting f'or long-term leases 
as described in Note 4 to the f'inancial statements and to 
exclude those operations discontinued during 1977 as described 
in Note 1 to the financial statements. 

(B) Excludes depreciation related to discontinued operations· 
a.mounting to $2,043,616 and $881,161 for 1977 and 1976, 
respectively • 
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CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 
TO INCORPORATE BY REFERENCE IN FORM S-16 REGISTRATION STATEMENrS 

We hereby consent to the incorporation by reference of our 
report dated January 24, 1978 accompanying the consolidated financial 
statements of The Scott & Fetzer Company and subsidiaries included in 
the Annual Report, Form 10-K (SEC File No. 0-231) in the Form S-16 
Registration Statements No. 2-40672, No. 2-40893, No. 2-42168, 
No. 2-43599, No. 2-44105, No. 2-46262, No. 2-48909, No. 2-50140, 
No. 2-52112, No. 2-51467, No. 2-57539 and No. 2-57957 registering 
under the Securities Act of 1933 Common Shares of The Scott & Fetzer 

Company • 

Cleveland, Ohio 
February 22, 1978 
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