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PART I 

Except as otherwise stated, the information in this 'feport. is as of 
NovE!lltber 30, 1980, the close of the fiscal year of the Registrant ("Scott & 
Fetzer0 or 0 0>npany"), and unless specifically stated, refers only to the 
operations of Scott & Fetzer rontinuing after that date. 

ITEM 1. Business 
.,.-· 

• SCOtt & Fetzer is a diversified canpany which manufactures ancj sells 
products in the Cleaning Systems, Filucational .& lbusehold Products, Fluid 

· Transnission, Equipnent and Accessories, and Energy & Control, segments. Tllio of 
Scott & Fetzer's principal product lines are vacu1111 cleaners and related 
accessories primarily for hane use sold under the Kirby and other brand names 

,·· . and encyclopedias and related educational products sold .under the world Book 
name. Scott & Fetzer has 17 operating units nost of which were independent 
businesses acquired subsequent to 196.3. 

:• 

• 

•• 

• 

• 

• 

• 

Founded in 1914, Scott & Fetzer was incorporated under the laws of the 
State of Cllio on November 30, 1917. 

Business 5egments 

The anount of net sales and other revenue, inoane before taxes and 
identifiable assets attributable to each business segment is set forth in the 
tables on pages 26 and 27 of the 1980 Annual Report to shareholders of Scott & 
Fetzer, which tables are incorporated herein by reference. Such figures and 
related information exclude discontinued c:perations. Scott & Fetzer's business 
segments are based in part oo 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 detei:minations. 

' ~-~ 

Dlring the fiscal year ended November 30, 1980, no single custcrner 
purchased products fran the operating units of Scott & Fetzer which in the 
aggregate acrounted for nore than 10% of total sales fran .rontinuing c:perations 
for such fiscal year. Scott & Fetzer does not believe that the loss of any 
single custaner ~uld have a material adverse effect oo its .. total buSiness. 

Cleaning Systems 

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

Floor maintenance equipnent for ronsumer use is sold primarily under the 
Kirby name, and certain other floor maintenance !!Cl(lipnent for such use . is sold 
under both t.he·private labels of custaners and under certain ooopany trade 
names. Scott & Fetzer, which entered the household vacu1111 cleaner field in 

~. 2 
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1919, manufactures. and. sells the Kirby upright vacutun cleaner and related floor 
care and other accessories. Kirby products are sold. by the direct sales method 
in the bane through approximately 10,000'independent dealers \>'Orldwide, backed 
by sane 1,000 factory and. area distributors •. Kirby's sales to distributors are 
substantially all for cash. i)Jring fiscal .19SO, the COnpany began financing 
conslJller installment acoounts re~ivables through united Retail Finance Canpany, 
~ .wholly"'OW!led subsidiary of 'li:>rld Book Finance, Inc. At Noventier 30, 1980, the 
f~<:e aioount of these receivables totaled awroximately $2 million. In fiscal 
1980, no one distributor acoounted for .nore than 2% of Kirby sales. Domestic 
sales are fairly evenly distributed throughout the oounb:y, .basea. upon 
population densities. '!he sale·of vacuum (;!leaners and related accessories 
primarily fot:: .hane use unc1er the Kirby and oth.:!r names, as well as private 
labels, acoounted for ag;>roximately 24%, 24%, 17%, 12% and 13% of total revenues 
fran ex>ntinuil1g operations of .Soott & Fetzer for each of the fiscal. years 1976 
through 1980 respectively. 

In addition to the Kirby products,. Soott &.Fetzer manufactures .and sells 
under the American-Linooln. name an extensive line of power-driven industrial and 
instit1,1tional floor maintenance, equipnent and related SUp{)lies including 
industrial-type polishers, sanders, wet floor scrubbers, tank-type vacutun 
cleaners and sweepers ranging in size up to, and .. including, tractor nounted 
scrutibers and sweepers. '!he Cl:>npany also manufactures roller and flat brushes 
for vaculllll cleaners, polishers .and other floor maintenance equipnent, 
replacement vaculllll cleaner parts, chemical cleaning products, vaculllll cleaner 
~~s .and replacement. part;s for. heme vacuum cleaners and injectidn nolded plastic 
i~. . ' 

, Fducational & Household Products 

·Scott & Fetzer, through its wholly-owned subsidiary, 'li:>rld 
Book-<ltildcraft International, Inc. publishes and sells '!he ~ld Book 
Encyclopedia, other reference \>'Orks and education and instruction material 
primarily under the. li:>rld Book and Qdldcraft names. · Dc'11estic encyclopedia 
sales are principally by the direct sales method in the home and to schools and 
libraries throUgh ag;>roximately 68,00P full and part-time independent 
comnissioned sales representatives. 'li:>rld Book, through subsidiaries and 
branches having aa;iroximately 8,500 independent ocnmissioned sales 
representatives, conducts direct selling operations in canaaa, ,J~, Australia, 
the British Isles, France and the Caribbean. ~ld .Book also markets, primarily 
by direct mail,. its annual encyclopedia st.ipplements, other publications, 
insurance and Other merchandise throUgh sllbsidiaries. _ 

• A la~e proporticin of encyclopedia sales are made on a deferz:ed oonst111er 
credit instal]ment bas.is. '!he domestic and Caribbean installment accxiunts 
receivable are finanCE!d by li:>rld Book through its wholly-owned subsidiary, 'li:>rld 
Ebok Finance, Inc. At NJ\Tember 30, 1980, the face anount of these receivables 
totaled. aa;iroximately . $112 million. 

In 1980, no one representative aCC0W1ted for nore .than 2% of li:>rld Book 
domestic sales. Ianestic sales are fairly evenly distributed throughout the 
(X)untry based upon population densities. For .fiscal years 1978, 1979 and 1980, 
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sales Lof w:>rld ,Book products under the w:>rld Book and other names accounted for 
.. ,approximately 13%,. 37%· and 42%, respectively, of total revenues fran continuing 
<;>peratioru; of .. Scott & Fetzer. 

A1so within the FJducational &. Household Products segment, Scott & Fe.tzer 
' manufactures and sells cutlery and other household items primarily for 
praootional use by.a variety of businesses engaged in the distribution of 
cons1J11er products. Scott & Fetzer also makes and sells assorted plastic 
containers as well as scissors, shears, trimners and water Systems fixtures 
utilized pt;imarily in mobile banes. 

Fluid Transmission 

Scott &. Fetzer manufactures a variety of products involving the 
transmissioo of fluids, the major items of which are oonplete, as well as 
corrponent parts of, air cx:urpressors arid spraying units including small 
oonpressors, for the spraying of paints and other liquids. 1bese products are 
sold_ by mass merchandisers under private 1iibels and by various retail stores 
under the Cil!Fbell-Hausfeld brand iiame. For fiscal years 1976 .through 1980 
s.ales of oonplete spraying ID'lits arid 00tupo11ents accollllted for approximately 18%, 
19%, 20%, 13% and 12%, respectively, of total sales fran oontinuing operations 
of Scott &Fetzer. 

In addition, Scott & Fetzer assembles and sells under the Wayne Herne 
Equipnent name, power gas and oil bumers and water circulating,. swip and other 
plllps. 1bese ID'lits. are marketed through distributors and original equipnent 
manufacturers. · 

' 
Al.so within the Fl.uid Transmission segment, Scott.& Fetzer manufactures 

connectors and fittings for CXll!Pressed gas applications. 

Equipnent & Accessciries 

Scott & Fetzer manufactures and. sells primarily through iilaependent 
distributors utility service truck bodies. and related equipnent and suspension 
system WllipOllents for vehicles. In additiol), Scott & .. Fetzer manufactures and 
markets pt;imarily through independent distributors electrical. and mechanical 
winches for marine and other applicatioos, and towing equipnent, including 
trailer hitches, balls, oouplers and. other related towing items', fan clutches, 
oil o:x>lers, antennas for the recreational vehicle .market as well as 
recreational vehicle awnings, hydraulic cylinders, valves and . steering column 
oonponents for trucks and· heavy equipnent. and military tank track links. 

Enezgy & Control 

Scott & Fetzer is engaged in the manufacture and sale of both 
weather-proof and explosion-proof fittings, jlD'lcticn boxes, motor efficiency 
oontrol devices, instrllllE!nt.housings and rontrol stations for electrical 
distribution systems~ a specialty line of art00red cable connectors, and various 
other items used pt;incipally in connection with high and low voltage electric 
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cables, fittings and oouplers; various precision equipnent for use in processing 
industries for the measurement of pressure, vacuun and flow.of liquids; zinc and 

111.111in1.111 die cast electrical fittings; transformers and ballasts.for indoor and 
outdoor electrical signs; ignition systems for residential and industrial oil 
furnaces, including a solid-state oontrol; fractional horsepower m::>tors for 
electrical ar:l;>liances and other products i and timing devices for residential and 
oomnercial autanatic laundry equipnertt• These products are principally sold by 
direct factory sales people and independent manufacturer's representatives and 
distributed to and through original equipnent manufacturers and wholesale 
distributors. 

Acquisition and Disp:>sitions 

¢ There were rib material acquisitions or dispositions made by the Cbllq)aI!y 
during fiscal 1980. 

<:atpetition " 
There are.a large number of companies engaged in manufacturing each class 

of product made by Soott & Fetzer. Although Scott & Fetzer believes it .is anong 
the leaders in the manufacture and sale of certain of its major product lines, 
including high quality vacuun cleaners, encyclopedias and various types of air 
conpressors, the Cbnpany's products are sold in many markets and there is 
substantial <Xlllpetition in each of the markets it. serves. 

Backlog 

Soott & Fetzer does not believe that the dollar anount of backlog of 
orders and related information is material for an understanding of its business. 
A substantial portion of Scott & Fetzer's operations involve the recurring 
production of standard items that are shipped to the custaner relatively shortly 
after an order is received by Scott & Fe~zer. · 

Raw Materials and Supplies 

Raw materials n!quired for Scott .& Fetzer's various products are comnonly 
available materials such as paper, steel, zinc, aluminum, iron, brass and 
ooi:per, which are generally pirchased locally fran producers and distributors of 
such items. suwliers of oonp>nent parts and castings are located. in many areas 
throughout the country. Scott & Fetzer does oot depend on a single source of 
sui;ply for its raw materials, conp:inent parts or suwlies and believes that its 
sources of suwly are adequate. 

Energy 

Scott & Fetzer utilizes oil, gas and electricity as. its principal. energy 
sources. There has been oo material disruptiai of productiai Cit any of the 
Scott & Fetzer plants because of energy Shortages. However, there is oo 
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 ai 
custaners or suwliers. 



• 

•• 
t( 

• 

• 

• 

• 

• 

Envitonmental Controls 

. S.cott & Fetzer IJe1ieves its ,facilities are in substantial conpliance with 
· . existing laws and regul~tiohs relating .to cxmtrol of air and water quality and 

waste disposal. Envirorimental CXllllPl~ance has oot had and is not expected to 
have .. a material effect on the O:lnpany's expenditures, earnings or ooopetitive 
position. 

Product Developnent, Patents and Trademarks 

· Scott & Fetzer is rontinu00sly engaged in the refinement and developnent 
of its' various produet liries, developnent of new ai;plications for existing 
products, and.the developnent of new products~ Seott & Fetzer's expenditures 
during ·fiscal years 1980. and 1979 relating to suCh product developnent were not 
material • 

. Scott & Fetz~r Uses in its oosiness various .trademarks, trade names,· 
patents, trade secrets and licenses. Scott & Fetzer does l')ot oonsider that a 
material part of its business is dependent on any. one group of them, although 
the Kirby and . w:>rld Bc:lok ~ are widely known and recognized. 

Scott. & Fetzer does oot believe that any segment of its business varies 
sig!lif icantly based on .seasonal demand or availability of materials or 
sui;plies. · 

&!J>loyees 

As of January 12, 1981, Scott & Fetzer employed in oontinuing operations 
approximately 16,191 persons, of whan approximately 12,103 were salaried illld ·· 
approx.imately 4,088 were hourly. AWroximately 1,860 of the hourly employees in 
14 of Scott & Fetzer's 48 facilitie5 are represented by.labor organizations. 
Scott & Fetzer.has enjoyed generally good relations with its Einployees • 
.Approximately 354 enployees are OJVered by 4 labor oontracts whidt are sCheduled 
for renegotiation during fiscal .1981. • 

In addition to employee benefit program6 which include. paid vacationst 
insurance, di~ility benefits, hoSpitalizatiai benefits and medical benefits, 
Scott & Fetzer has in effect for its divisions and SUbsidiai::ies various pension 
·and retirement plans fac salaried and. hourly personnel, inclUding . 
non-contributory trus,teed plans, ·ana profit-Sharing retirement plans. see lt>te 
8 of the lt>tes to Financial Statements oo page 30 of. the 19.80 Annual Report to 
shareholders of the tbnpany, \>bich oote is inoorporated herein by ~~E!rence, for 
informatiai cxncerning contributions by Scott & .Fetzer under sudt plr,ms, 
unfunded past service cpsts, and .other delta. 

ITEM 2. Sll!!1IClry of cp!rations 

'!he Simlnary of cp!rations oo page 20 of the 1980 Annual Report to 
Shareholders is incorporated herein by .reference. 

I'l'EM 3. Properties. 

· Scott & Fetzer's various oontinuing !)Perations are conducted in 48 
facilities in 39 .locations in 14 states and in the Canadian Province of Qltario. 
Many of Scott & Fetzer's facilities are relatively newand llDdern, \>bile other 
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faciliti~s h.ave been in Cl>Elration for a substantial number of years. Management 
. believe$ that the manufacturing capacity of Scott & ,Fetzer•·s. facilities is 
generally adequate. at ciirient .. levels . of operation.· Various of Scott & Fetzer 's 
facilities are leaaed, with options· to purchas'a. in sane. cases. For additional 

· information concerning the lease obligations of Scott & Fetzer see Note 6 of the 
Notes tb Finanp~al Statements on Page 29 of the 1980. Armual Report to 

·Shareholders. of··.5cott & Fetzer, whiph note is ,incorporated herein by reference. 

ITEM 4. · Parents and sUbsidiaries 
- . . ' 

. . .. ~ere are .no .parents 9f the Cbtpany, Its principal. subsidiaries are .as 
follows: 

Subsidiarie.s of 
Scott & .Fetzer • 

"'· 'lhe Kirby Sales . 
Q>ripany, Inc. 

A. Melben. Products 
Co., Inc. 

A. SFZ International 
Limited 

A. Scott & Fetzer 
(canada) Ltd. 

A. '!he Scott & 
Fetzer 
International 
. Ck>llJl<U'IY 

A. ~rld Book-
Qiild9raft 
International, Inc. 

B. ~rld Book 
Finance, Inc. ,. . 

c. united .Ret!li.1 · 
Finance ··~Y 

State of 
Incorporation 

Chio 

cl'Cl!io .. 

Chtario 

Cl!io · 

Delaware 

Delaware 

Delaware 

% of Stock 
OWned 

100% 

100% 

.. 100~ 

100% 

100% .. 

100% 

100% 

A. Included in the Cl:>nsolidated Financial Statenents contained in the 1980 
. Annual Ieport. to shareholders of Scott &. Fetzer. 

.. :~ .. 
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B. µnOonsolid!ited subsidiary of w:>rld ~k-<llildcraftinternation~, Inc. for 
which sep.;irate financial infcirmation is filed on pages E':-11 through F-17 of this 
report. · 

t ;, c. Consolidated subsidiacy of w:>rld Book Finance, Inc. 

t 

t 

• 'ITFM 5. Legal Proceedings 
-:; 

ihere~are. oo pending legal proceedings that, if decided adversely against 
. Registrant.or any of its subsidiaries, would materially adversely effect the 
financial condition or results ofcperations of the R:!gistrant and its 
·subsidiaries ·considerec] in the. e19gregate •. 

. . 
' ITEM 6.. Increases and Decreases in' outstanding Securities and Indebtedness 

(a) Increase and decreases in Ccmnon.Shares without par value. (stated 
value of $1.25 per share.) · · 

Transaction 

Oltstanding at · 
·November 30, 1979 

Issuance .of sh~s upon 
exercise of outstandin;J 
stock q>tions · 

outstanding · 
at November 30, 1980 

<l 
-~' 

Increases 

7,364,153 

25,900 

. 7,390,053 

(b) Increase in anDunt.of outstanding indebtedness. 

Inapplicable. 

I'mM 7. Changes in Securities. and Changes in Security for Registered 
. securities 

Inag:ilicable. 

ITEM 8. ·•.Defaults of Senior securities 

Inapplicable. 

ITEM 9. !pity Security Shareholders 

set forth below is the Ill'liler of holders of record of the equity 
securities. of Scott & Fetzer as at November 30, 1980 •. 

Title of class 

Chtmon shares without 
par va1ue 
(Stated value of $1.25. per Share.) 

Nllllber Jif: Record Holders 

7,937 

8 
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ITEM 10. Subnission of Matters to a ~te of Security Holders 

Inai;plicable. 
\( 

. Executive Offieers . ~\. -= · 

' 
1 'I'tlei following is a Schedule Of names, ages and p:>sitions Of Officers as 

· of Februacy l, 1981 of Scott & Fetzer. ihere"are oo family relationships among 
these officers• All executive· officers are elected. annually by the Directors. 

Name 

John Bebbington \1 

John Bebb:ingtm has been 
· enployed • by Scott & 
Fetzer. for IOOre than five 
years '11· such capacities 

· as Group y_ice President 
,, and senior Vice Preside!lt. 

· J. F. Bradley' 

· J. F. Bradley has been 
enployed by Scott & Fetzer · 
for more than five years 
in. such capacities as ·· 

. Executive·Vice President
Finance and Executive 
Vice President"'.".lldministration 
& Fin;mce. 

Kenneth'D. Hughes 

-
Kenneth D. Hughes has tieen 
eriployed by Scott & Fetzer 
for more than. five years in " 

_ such capacities as .Treasurer, 
' Controller and AsSist;mt · 

5ecrE!taryand Vice President. 

Kearney K. Kier 

Kearney K. Kier .has been 
enployed by Scott & Fetzer 

Aqe 

55 

50 

59 

44 

Title 

Seriior Vice President 

Executive Vice President
.. .lldministratim & Finance 

Vice President, Treasurer, 
Controller, and Assistant 
secretacy. 

') .. 

Group.Vice President 
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..... 

'il 

for ~e past mur years in 
·silch.capacitiesas Division 
President ancFGroup Vice 
President. In 1975 and 
until his e!lt>loyment with 
SoOtt & Fetzer, he was an 
Executive Vice President••with 
a corisllller oriented private 
corporation. · 

/'::-, ' .· 
watter A. ·Rajki 

Walter: A. Rajki has been 
eiployed by $Cott .& Fetzer 
for more than. five years in 
such capacities as Division 
President, Group Vice 
:President and Senior Vice 
President. 

Ralph E. Schey 

Ralph E. Schey has been enployed 
by. SoOtt & Fetzer: .for m:>re than 
five years in such capacities as 
President and Chief Operating 
Officer 

Kenneth J. Semelsberger 

""' Kenneth J. .Semelsberger: has 
been enployed by ~tt.& 
Fetzer for more than five 
years in such capacities as 
<p:!rations 1'1ana9er; Division 
President. 'and .Group Vice 

' ' ' ' \' 

President. · · 

~bert c. Weber 
~.~ 

Ibbert c. Weber has.been ... 
enployed by SoOtt & .. Fetzer 
for more. than five years .in 

· su~ Capacities as Secretary 
and•·General Cbunsel and. Vice 
Presic:lent. · · 

55 

56 

44 

50 

,, 

Senior Vice President 

Qiai?:man, President and 
Chief Executive Officer. 

GroupVice President 

Vice President, General 
Cbunsel.and.Secretary. 

10 
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l'lDt 11. Imemification of Directors and Officers 

'!he inf onnation required by Item 11 remains unchanged f ran the 
infonnation given in reSpOOse to Item 9 in Scott & Fetzer's Anrlual Report on 
Form 10-K, dated February 26, 1976, filed for its 1975 fiscal year (cannission 
File No. 1-231) .• 

I'l!M 12. Financial Statements, Exhibits Filed, and Report on Form 8-K 

(a) All Financial Statements. '!he Financial Statements and the Notes 
to.Financial Statements of Scott & Fetzer for the fiscal year ended Noveirber 30, 
1980 together with the Aco:>untants' Report relating thereto are set forth m 
pages 20 through 34 of the 1980 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 Cbnpany 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 20 through 34 and only to the extent herein set forth, the 
1980 Annual Repc:>rt .to shareholders is not. to be deemed filed as part of this 
.Annual Report on Fom 10-K. 

(b) All Exhibits • 

N:lne 

(c) Reports on Form 8-K. 

None. 

ITEMS 13 • 15. 

PAID' II 

Since the close of the fiscal year, the 9;!gistrant .has filed with the 
securities and Exchange cannission a definitive proxy statement pursuant to 
Regulation 14A, which involved the election of Directors. 'lherefore, the 
infonnation called for by Part II of Form 10-K has been anitted. 

SIGIATURFS 

Pl.lrsuant to the requirements of Section 13 or 15(d) of the Securities and 
Exchange Act of 1934, the Registrant has duly caused this report to be signed. on 
its behalf by the undersigned, thereunto duly authorized • 

'.', R>bert c. weber, Secretary 

February 26r 1980 

11 
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. ihe c::onsolidatecl fi.mncial stateDent:s, .for the years ended Noventler 30, 1980 and 1979 and the. 
tepxt Lhetee111 of Indepement: Certified Public Accountants, appear m pages 20 through 34 of 
the attached 1980. Annual Report to Stockholders which pages are inoorpcrated in this Pbrm 10-K 
Annual Rep:Jrt. Wi~ the exCeptim of the afocementioned pages, the 1980 Annual Report to the·· 
is ·not deemed filed as part of this .report. c · 

Repotl and Consent of Independent Cerj:ified PUblic Accountants 
Report of Independent Certified Public Accountants 
COnsolidat.ed Financial Statements: Balanee Sheet, lbletb::c 30, 1980 and 1979 . 

Statement Of InCDDf;!, years ended November 30, 198.0 and 1979 
Statement of Qianges in .Financial Positim, 

years endedNoventler 30, 1980 and 1979 
Statement of' Retained. F.atnings, 

years ended NoYelltl!!r 30, 1980 and 1979 
N:>te8 to Financial Statements 
SIJmiaty of Jlccx)unting POlicies 

, &lpplementary N:>tes to .Financial Statements 
Q:>nsolidated ~es: ·· . 

II - Amounts Receivable ftan undetwriters, Ptcnoters, Directors, 
Offi(.'l!rs, Enployees, and Principal lblderi;; (Other than · 
Affiliates) of Equity SE!9Urities of the Persm and its 
Affiliates 

III - Investments in,,Equity in Eamings of, aid Dividends 
aeceived from Affiliates and Other Persons 

V - Property, Plant and Equipnent 
VI - Accunulated Depteciatiat and 1\m:>rtizatim of Property, 

Plant and Equipnent 
XI - Guarantees of Securities of Other COnpanies 

XII - Valuation and Qualifying Accounts and Reserves 
XVI ;... ~lementary Incxxne statement Infotmation 

tbtld .lb:>k Finance, Inc •. : 

Form 
10-K 
F-2 

F-4 

F-5 

F-6 
F-7 

F-8 
F-9 
F-10 

Report of Independent Certified PUblic Accx>untants F-11 
Balance Sheet, Noventler 30, 1990 and 1979 F-12 
Statement of Income and. Retained .F.atnings, Nolrentler 30, 1980 and 1979 F..,13 
statement of Qianges in Financial Position, Novetiler 30, 1980 and 1979 F-14 

Page Nlllllber 
Annual Report 

~ 
Stockholders 

34 

22;..23 
21 

24-25 

25 
28-33 

33 

Notes. to Financial Statements F-15- F-17 
COnsent of Independent Certified PUblic Accountants to Incorporate 

By Reference in Form S-16 Registration Statements · F-18 

ttie in:lividual financial statements of the Registrant are omitted ~cause the Regist~ant is 
primarily an operating conpany. All subsidiaries included in the mnsolidated. financial 
statements filed are tibolly-owned subsidiaries. 

schedules other than those listed above are omitted as,,the .infotmalion teqUired is either not 
pertinent or not significant, ex because ·~ .. data is given in Notes to Financial Statements. 

" 
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REl'(Rl' AND cmSENT OF INDEPl!NDmi' CERl'IFIED PUBLIC ACCOONTANl'S 

'lb the stockholders and 9:>ard of Directors 
'!be S<X>tt & Fetzer Conpan~ 

We ex>nsent to the inex>~ation by reference cf our reEJClrt dated 
January 26, 1981 which is included on page 34 of the annual report to 
shareholders of '!be Soott & Fetzer Q)npany for the year ended Nove!OOer 30, 
1980. Olr examination of the financial statements included .an examination 
of the supplementary notes to ex>nsolidated financial statements and 
supporting schedules listed in the index oo page F-1 of this Form 10-K. 

'\ 

In our opinion the supplementary rotes and suppoc ling schedules referred 
to alxwe, when oonsidered in relatioo to the basic financial statements 
taken as a whole, present fairly the information required to be included 
therein in conformity with generally accepted acex>untirg principles applied 
oo a CXlllSistent basis • 

Cleveland, lllio 
January 26, 1981 

F-Z r 13 
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AhcNt ... Corii' 
Altl!oulh it has changed over<!he ages, the 
laniiiy .. ljas been one of civilization!; feW. 
social constants since prehistoric times, 
Scott & Felzei; founded in 1914; has.been 
serving families since 1919 with products to 
help them team,.work, maintaili hOuse
holds and prott!Cl themselves from nature. 

. During the 80s, the family should become 
even more important iri this even:hanging 
world, and Scott & Fetzer will remain com
mitted to improving family life with. qliality, 
dependable products. 

SCott & Fetzer In the. UMIO; 
Scott & Fetzer iS a diversified manWacturer 
and marketer of con>'llmer products for the 
home and familv, aria industrial products, 

, which are groui)ed in five ~ts: clean
ing systems, educational & household p~ 
ucts, fluid transmission, energy & control 
and equipment & acxesso11es. Headquar
tered in Lakewood, Ohio, the company and 
its subsidiaries employ more than 16,000 · 
Jll!Ol>le worldwide. 

A decentralized management structure 
allows each unit .to independently operate 
as a separate business. Marketing is ac- ' 
complislled through direct in-the-home sell• 
ir.g, mass metchaitdiser, distributor, and 

· mail order sales methods. 
Besi known among Scott & Fetzer's p~ 

uct li11es are World. Book enc:yclopedias; 
KirbY cleaning systems; Camj>bell-Hausfeld 
air compressors; and Wayne burners 
and water pilmps. . . . 

Ii is significant that of the companyl;
1
17 

operating units, 16. are businesses that'Werl! 
purcl!ased since 1964. 'l'his.acquisilion p~ 
granl'concentrated oil the growing family 
and household rnarke!s·and selected in
dustrial product lines 'tO' insulate Scott & 
.Fetzer's business ftom the .cyclica! hazards 
of any single industry. · · !. 
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·~ Ye..lllaQencoe 
(Dollil!S in Thousands.Except P!fil' Share Data) 

{ . 

Fiscal year ended November 30, 

Net Sales and Other Revenue ............... . 
· llloome Before Tuxes ....................... . 

Per cent.to Sales •.••.•...•.••...•....• 
.· Net Income ...... _ ........................ . 

Per centto Sales .•....•...•..•...•.... 
. Earnings Per Share ....................... . 
Dividends Per Share ...................... . 
Book Value Per Share .•..•.......•......... 
Total Assets ... , ..••...••.•••••••..•....... 
Common Sh~ (OOO's) '' 

Outstanding....,. year end ............... . 
Average ........................... . 

Per cent Return on 
Assets Employed ...•................. 
Shareholders' Equity ................. .. 

Number of Shareholders ............•....... 

F'ISCal Quarter 
First .............................. . 
Second ............ ~ ................ . 
Third ...........•...............•.. 
Fourth ......................... , •.. 

Closing price on December 31, 1980 ....•....... 

1980 

$632,398 
37,338 

5.9 
23,069 

3.6 
3.12 
1.80 

2!UM 
394,043 

7,390 
7,388 

10.3 
12.S 

7J)37 

l •'1 

1979 

$697,401 
63,060 

9.0 
34,096 

4.9 
4.62 
l.70 

.· 23.76 
395,376 

7,364 
7,373 

14.8 
19.5 

8,119 

Market Price of Common· Stock 
1980 1979 

High 
$24% 

23 
24 
24% 

$23 

r 

'\:. 
I.Ow 
$22 

17%'' 
20 
21% 

16 

High 
$27K 
27% 
30~ 
30% 

lDw 
$22 
24~ 
25~ 
22 

·'. -' '•, ~ ""'· .,~ ' ., . 

--~ 

Per Cent 
Change 

1978 1980 vs. 1979 

$418,,222 (9) 
60,807 (41) 

12.7 
30,247 (32) 

6.3 
4.11 (32) 
1.50 6 

20.85 5 
337,977 

7,338 
7,354 

15.8 
19.8 

8,439 

Dividends Per Share 
1980 1979 

$ .45 $ .40 
.45 .40 
.45 .45 
.45 .45 

I 
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Letter to Shareholders 

Fellow Shareholders: 
Eve_n with our nervous economy 
dunng 1980, there were a signifi
cant number of accomplishments at 
Scott & Fetzer which will better pre
pare us for the operating challenges 
of 1981 and. the remainder of this 
decade. 

We strengthened our market 
positions in our largest marketplace 
- products for the home and fami
ly. We restructured and revitalized 
the pivotal distribution organiza- · 
lions at World Bookand Kirby; in
troduced plans to penetrate the 
aftermarket for Wayne burners.and 
pumps; and, continued our cus
tomer diversification at C.ampbell
Hausfeld. A summary covering 
these and other activities under" 
taken in 1980 to strengthen the 
operating capability of the company 
follows: 
A. Continu~ to prune product 
lines which failed to meet our mini
mum expectations of earnings 
growth or rate of return. We sold 
the home antenna and recreational 
vehicle bumper product lines and 

i.. 17 

began to position ourselves in other 
product lines to be able to make 
dispositions in a future, more favor
able economic climate. 

·· 8. Continued to consolidate and 
transfer manufacturing facilities to 
our most efficient plants. We com
pleted .the move of part of the 
France division to Tennessee in-
. eluding the headquarters staff; we 
transferred the contract plastic 
molding operations to Tennessee; 
we co~li~at~ the Kirby assembly 
operations. m its Texas plant; we e5" 
tablished a Kirby Engineering and 
Development Center; we trans
ferred the Cleveland plant oper
ations of Stahl to Valdosta, Georgia 
and prepared to move the head
quarters staff from Cleveland to 
Wooster, Ohio; we completed the 
transfer of a sizeable portion of the 
C.ampbell-Hausfeld manufacturing 
operations at Harrison, Ohio to 
Kentucky; we transferred part of the 
manufacturing operations of Valley 
Industries to its Kentucky plant; we 
transferred some manufacturing 
operations within the Douglas divi
sion to more efficient plants· and 
we acquired a building adja~ent t'o 
the Adalet division to consolidate 
its electronics ojierations. 
C. Continued to take a series of 
actions designed to preserve the 
~rby distribut.ion sYStem of direct 
m-home sales .and demonstrations .. 
Although the positive impact of 
these. changes was blunted by the 
reduced availability of consumer 
financing, we know that the suc
cessful distributors wholeheartedly 
endorse. our actions. 
D. Began the first financing of 
Kirby consumer finance paper 
through United Retail Finance 
Company,. wl)ich is a subsidiary of 
World Book Finance Company. We 
believe the development of an in
house financing arm for Kirby is 
the next most essential step to be 
.taken to improve the Kirby oper-
1 

-

ation. We plan to continue this 
expansion during 1981 and beyond. 

Our success in the consumer 
marketplace is influenced by 
several important factors:. the atti
tude of the consumer toward pur
cl),asing postponable products; the 
availability of satisfactory financing; 
and, how positive the attitude is of 
the sales force. The maintenance in 
unit volume at World Book versus 
!he_decli~e in unit vol1;1me at Kirby 
1s, m our 1udgment,· pnmarily attrib
utable to the absence of adequate 
financing at Kirby. 

During 1980, we incurred approx
imately $250,000 in start-up costs 
for the United Retail Finance Com
pany. It is estimated that·we will ex
pend·an additional $2 million for 
start up costs in 1981 before we 
have a financially successful con
sumer finance company for Kirby. 

We believe that availability of 
satisfactory financing will become a 
more critical variable in consumer · 
product sales and commercial and 
industrial. sales, particularly prod
ucts· sold through distributors or 
wholesalers. In order to sell to 
many types of users, manufacturers 
may be faced increasingly with sup
plementing or replacing inadequate 
or unavailable financing sources. 
We are .giving greater attention to 
this problem and the bearing it may 
have on future sales trends. 
E. Strengthened other distributor 
organizations in divisions such as 
American-Lincoln by weeding out , 
those I~ ef~ci~nt and replacing 
them with d1stnbutors who have a 
successful track record. 
F, Took dramatic action in the 
Japanese and Australian operations 
of World Book to slop the losses. In 
Japan, these actions included clos
ing 25 of the 30 sales offices 
redirecting the sales force, a~d the 
addition of an experienced Vice 
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President of Pacific Operations, 
Mr. Nicholas Ingleton. Mr. Ingleton 
brings to World Book not only 
proven administrative ability but 

. also a long-standing association 
with sales activities of other direct 
selling companies. Our before tax 
losses in Japan were in excess of $3 
million in 1980. 
G. Closed the French operations of 
World Book on which we had be
fore tax losses ofapproxJmately $2 
million in 1980. , · 
fl. Reduced total corporate ac
counts receivable by $16.4 million 
and total corporate inventories by 
$20.4 million cI.uring the year; Our 
balance sheet is in the best con
dition I have. seen in several years. 
I. Showed a modest gain over 
1979 in domestic unit volume of 
World Book Encyclopedia sales. In 
view of the general 110nsumer 
economy, this was a significant 
accomplishment. 
J. Began dur first market test with 
Bertelsmann AG to determine the 
feasibility of a direct sale book club 
in the United States. Bertelsmann 
.successfully operates direct sale 
book clubs in 23 countries.and is 
our joint venture partner in intro
ducing this conceptti> the Ameri· 
can market We expended about 
$300,000 on this project in 1980 
and could expend an additional 
$1.5 million in 1981 if our test pro
grams prove encouraging. 

The net effect of most of these 
actionswas to reduce operating 
earnings for the year· 1980. During 
normal economic cycles, costs of 
this kind can be offset by other 
operations. But because of the num" 
ber of such chjmges occurring in 
1980 and the adverse impact of the 
declining economy on the b;.llance 

" 

of our business, total earnings 
declined for the first time since 
1974. 

In addition to the lower operating 
earnings from normal operations, 
we established special provisions in 
1980 to recognize some nonrecur
ring operating losses. The more im
portant of these items included con
verting to LIFO (Last-In First-Out) 
most of our remaining FIFO (First
In First-Out) inventories, recog
nition of potentfal bad debt losses at 
certain international operations, 
and provision for some closing 
costs which were initiated in 1980 
but which will not physically hap
pen until. 1981. These. items are 

· covered in more detail in the Finan
cial Review included in this report. 

While the primary emptiasis of 
·· Scott & Fetzer has been directed to 

products for the home and family, 
this does not diminish the inipor· 
tance of our commercial and.iii' 
dustrial product sales. In fact, some 
of the best financial results in 1980 
were accomplished in our Energy, & 
Control business segment and part 
of our Equipment & Accessories 
segment. Our. Adalet division was 
our award winner for.the year with 
record. earnings. 

The France division suffered a , 
substantialdeclinein income pri· 
marily due t.o the relocation of its 
principal manufacturing facilities 
and headquarters to Tennessee, but 
these losses are now essentially'' 

· behind us and the France division 
is forecasting significant earnings 
improvement for 198L 

Orgllllhation Changes. 
There were several key promotions 
and organizational changes which 
will have significant future impact 
on the organizations involved: 
George Carriker was appointed 
President of the Kirby Group. 
George's principal business experi• 
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ence had been in the appliance 
business withspecial emphasis in 
the sales and marketing functions 
as well as general management. 
WIUlam DOtterweich was prc>
moted to· President of Wayne Home 
Equipment division, succeeding 
Norbert Berghoff, the prior Presi· 
dent and founder of th.e company. 
Bill was formerly President of the 
Valley Industries division. 
Stanley Hopper was promoted to 
President of Valley Industries, suc
ceeding William Dotterweich .. Stan 
was formerly Senior Vice President 
of the division. 
Robert King was appointed Chair· 
man of the. Board of World Book 
with responsibility for the entire 
operation. Bob has had extensive 
experience in all phases of the 
direct selling business. 
WIU!am MeUey was appointed 
President of the France division to 
succeed Thomas Patterson. Bill's 
prior experience was in the elec· 
trical. and electronics industry with 
a background in manufacturing and 
marketing. 

. Richard Ostroski was appointed 
President of the Klevac division .. 
Dick brings to Klevac a broad back· 
ground of marketing and technical 
experlise: 
Thomas ~ttenon was promoted 
to President of the Campbell· 
Hausfeid division. Tom was former
ly President of the France division. 

Dlrecto~ Changes, ,, 
NUes ffainmlnk will retire as.a 
director of Scott & Fetzer in March, 
1981. Niles has served as a director 
of Scott. & Fetzer since 1964. In ad· 
dition, he was an employee for over 
30 years and retired as Chairman 
and Chief Executive Officer in 1976. 

3 
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I would like to pay a personal 
tribute to my mentor and my <!SSO
ciate. 1 a!ll deeply indebted to Niles 
for the assistance and encourage
ment he has given me during my 
six years with Scott & Fetzer; Niles 
was a principal architect of Scott & 
Fetzer and made countless con
tributions to the financial succes5 of 
this company. · 

All of Niles' friends and associates 
at Scott & Fetzer wish him success 
in his new ventures. 
Wlllter Rajld, Senior Vice Presi
dent of Scott & Fetzer, has been 
nominated to succeed Niles Ham
mink at the March, 1981 share
holders' meeting. Walter has spent 
most of his working career with 
Scott & Fetzer, beginning with. a 
position at the Adalet division in 
1953. He was elected a Group Vic¢ 
President in 1972 and Senior Vice 
President in '1978 with primary 
responsibility for the Energy & Con
trol segment of Scott & Fetzer. 
Thomas Smith was the "oldest" 
outside director of Scott & Fetzer, 
having served from 1970 to 1980. 
Tom elected to retire at the end of 
fiscal 1980 so that.he could devote 
more time to other outside business 
interests. 

Tom was our strongest proponent 
of direct selling and had a signifi
cant knowledge of the industry, 
Irith at Scott & Fetzer and through 
other director associations. His con
tributions. to Scott & Fetzer will be 
recognized for a long time. 1. per
sonally will missTom because of 
his availability at any time to. offer 
counsel and suggestions. on prob
lems we were discussing within the 
company. 

Tom's. friends at Scott & Fetzer 
extend to him their continuing best 
wishes for his future success. 
Robert Bjork has been appointed 
by the Board of Directors to fill the 
unexpired term of Thomas Smith. 
Mr. Bjork isa partner of Tallasi 
Management Company, a firm 
specializing in the investment of 
pension and. other corporate funds. 
In his prior asSoc:iation, Mr. Bjork 
was president of Mackay-Shields 

" 

Economics; He began his career as 
a lawyer and from 1956 lo 1958 was 
Assistant Prosecuting Attorney for 
the State of New York. 

We welcome. Bob as a director of 
our company. 
Dividends. 
For the year, dividend payments 
per share totalled $t80 compared 
with $1.70 in 1979. The 1980 payout 
amounted to almost 58 % of Scott & 
Fetzer's total earnings per share. 
While this percentage exceeds our 
established long term policy on 
dividends paid relative to earnings, 
we believe. the current payout is · 
consistent with the longer range 
earnings potential of the company, 
and our policy is valid. 
Capital Expenditures. 
New facilities and .equipment ex
penditures for 1980 were $14.7 mil
lion, well below the record $26.4 
million expended the prior year. · 
During 1979, we completed four. 
major new plant projects which ac
counted for the above-normal. level 
of expenditures, During 1980, most 
of the capital spending was for 
equipment additions or replace-

. ments. For the current year; we ex- · 
peel that our expenditures will be 
in the $12-$15 million range. 
Oudook For 1981. 
1981 is being usheredin with some 
widely disparate views between 
economists. and businessmen on 
the likelihood of a sharp recession 
in early 1981. Various economic in
dicators predict a sharp downturn, 
but businessmen in general are 
responding as though the recession 

,, was virtually completed. 
From this early vantage point, we 

view 1981 with more. optimism tha.n 
we did' 1980 at this same time one 
year ago. It is not so much that the 
economy will be appreciably better, 
al least in the first half of the year, 
but our ability to deal with a 
lethargic economy has improved. 

Politically, an eager new adminis
tration has taken over Washington, 
but probably can do little more 
than inspire confidence that in· the 
long run the people can once again 

'!_1,::- ·-t 

gain some degree of control over an 
uncontrolled bureaucracy; however, 
1 foresee few tangible economic 
results Jn the short run\ 

The American public ha~ .. ~c
cepted. the fact that chronic iliiiation 
and the attendant high cost of les5"~ •• ~ 
available money will be a part ·Of 
life for a period far into the future. 
There is mounting evidence that 
American consumers have also re
luctantly accepted the fact that in-
terest rates of 14 %. or more are a 
reality of life and have demon: 
strated flexibility to live with this 
fact which is quite different from a 
year ago. 

The start. of this economic con
traction was firstfelt by Scott & 
Fetzer during the last half of 1979 
with continued erosion in 1980. We 
are more optimistic not because we 
believe 1981 will restore the growth 
rates of the pre-1979 years, but. 
because we are in a better position 
to operate in the economic climate 
which has existed for more than 18 
months. 

Improvements such as new Kirby 
financing, product line divestitures, 
and. plant relocations that will give 
us better control over costs sllould 
result in improved operating mar
gins. More importantly;. we are in a 
position to move forward in the · 
years ahead with renewed dedica
tion to our principal goal, namely, 
increasing the real value of our 
company. '' 

The underlying economic strength 
of America has been and will con
tinue to be the consumer. We will 
continue to concentrate our efforts 
on providing products of value to 
better serve the home andfamily 
and in the process make Scott & 
Fetzer an asset which will grow in 
value. 

RALPH SCHEY 
President and 
Chief Executive·Officer 
February 12, 1981 
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Our.Perception of the 80s 

.:ihe decade of the 80s will be a 
challenge for survival for many 
businesses. Even those whose 
future seerns secure today could 
find that sudden converging, unan· 
ticipated events - wars, shortages, 
competition, etc. - could force a 
significant change in planned 
directions. 

In the last 3.0 years, one of the 
most important and yetmost dis
concerting developments has been 
the emergence of a business 
economy in which the risk of 
failure for both the individual and 
the organization has increased 
substantially. 

In the 1950s and early 1960s 
business grew rapidly, and in some 
insiances inefficiency and neglect 
were. offset by annual unit volume 
increases, Simply .being bigger was 
almo5t automatically better. In 
many ways, however, business was 
more efficient during that period. 
For example, there was more resist
ance to price increases in all seg.. 
mentS of business. It was a general 
rule that if you gave wage and 
salary increases, it,,was your. 
responsibility lo recover those in· 
creases through improved. produc· 
tivity - not through price increases 
to the purchaser. 

Over the years, our educational 
systems produced fewer and less 
qualified people in some areas of 
technology which has caused us to 
seriously Jag behind our foreign 
competitors. In the long \erm, this 
is the most serious impeciiment in 
our country to increased produc
tivity .and product innovation. 
Perhaps we were lulled into a state 
of complacency by the business
men of the. world who flocked to 
our doorsteps and humbly asked us 
to share our technology and our 
capital. In a period of less than 20 
years, the students often became 
the. teachers. 

The primary objective of any 
organization should be survival. We 
expect to continue to be one oflhe 
Fortune 1000 companies in the year 
2000, not as a marginal survivor 
but as a financially healthy organi· 
zation. We want to o:ontinue to pro-

~'n'c~' « -<"j)' "•'' 
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vide significant opportunities for all 
employees and to offer superior, 
unique products and services for 
the home and family in a way that 
demonstrates a human, concerned, 
perstmal relationship between the 
customer and the. salesperson. 

Scott& Fetzer was built upon a 
foundation of offering high value 
products for use in the home and 
by the family. Over the years, we 
have been most successful where 
the associaiion of home a.nd family 
has been an integral part of both 
the selling and buying process. Our 
direct selling organizations are built 
upon the principle of participation 
by the family in the .business enter· 
prise. Our most successful organiza· 
lions combine the talents of hus
band, wife and sometimes children 
who work together toward a com
mon goal. The selling organization 
in turn has been dedicated. to bring 
to the family products that: 
1. IVlake family living easier arid 

more enjoyable through work 
saving equipment and supplies 
that take the drudgery ou.t of 
many undesirable but necessary 
tasks in the home. 

2. Improve and enrich the quality 
of family life by providing educa· 
tion, entertainment, and various 
kinds of information. 

3. Provide. family members the 
tools that permit household and 
leisure .tasks to be performed in 

"the professional manner, 
4. Save money for the family and 

fight inDation with cost saving 
products. 

5. Provide lasting utility a.nd value. 
The five principal product lines of 

Scott & Fetzer do all of these things. 
These five product lines - Clean
ing Systems, Educational Products, 
Air Compre5sors, Pumps, Heating 
Systems - provide almost 65% of 
the dollar revenue at Scott & Fetzer; 
Including these major product lines, 
more than 75% of the total revenues 
of Sco\t & Fetzer are derived from 
products forthe home and family. 

The 1980s will see some sweep
ing changes in conventional retail• 
ing, Some estimates indicate that 
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inore than 50% of the products sold 
in 1990 will be through nonretail 
store outlets. Direct mail and other 
direct selling meth.ods have been 
emerging as very effective means of 
reaching the customer. Electronic 
communications will bring the con
sumer in the home. and the sup
plier/distributor more directly 
together. New merchandising 
methods and distribution systems 
will evolve rapidly from the present 
embryonic laboratory systems. 

Electronics packages consisting of 
home computers and home audio/ 
visual systems will be integrated 
into personalized selling programs 
that will be presented to eonsumers . 
in their living room. Various forces 
will be causing the5e changes. 
A few of these are: the cost of 
gasoline, pilferage at the retail sales 
level, the inability to obtain retail 
sales. personnel, and more families 
with all members working. 

We will utilize all of our resourtes 
to be a highly visible part of these 
changes. Where we lack the 
necessary technical or marketing 
skills, we will supplement our defi
ciencies thr()ugh joint venture ar· 
rangements, licensing, or outright 
purchases. In some .cases,. foreign 
companie5 have superior technical 
or marketing skills, and we are 
endeavoring to reverse I.he process 
of the 50s where technical and 
marketing knowledge Dowed out of 
America. We are diligently search
ing for l!lliances with foreign com
panies that possess dP.sired know· 
how so that we can shorl~ the 
time span to bring inno\llltive prod
ucts to existing or new market 
places for our company. 

Because we expecf the American 
economy to be primarily oriented to 
the consumer through the decade of 
the 80s, we plan to expend a signifi· 
cant part of our lime and resources 
in cultivating products for the home 
and family .. )llever before have we 
had the challenges, the opportuni· 
ties or !he potential rewards that 
will be part of the decade of the 80s' 

We appreciate your confidence 
in us to lead the company in this 
exciting period. 

-. 
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'.v .;~tt'i. F~tzer eduta.i~Dal prOducts - .._ ... 
· .·.· ·.lllJlping fa01ily members of all ages satisfy their 

· hunger for kn,owledge ofthe world around them. ·· 

~-· 

From themoment.im infant opens ScienceYear, which details .each 
its wide eyes, it. kn0ws the meaning. year's scientific .and technological 

· >of hunger and thirst. 'Biit physical . developments, and the Childcraft 
hunger ai)d,thirstare not our only'' Annual, an add'on to the Childcraft 

, .. · instinctive needs. Throughout 011r library. The .company also sells· 
.lives~ are also driven by a · World Book and Childcraft diction-
deeper, less tangible hunger .::.,.the aries,.a +volume medical diction-

.• hunger to know more about the · a..Y and the 2~volume Best Loved 
world around us: .. · . Bible Stories for children: 

world Book-Childcrjift Inter• The key to World Book, · 
: ·national,.lnc,,Scott& Feizer's . Childcriift's,success isan inter-
! largestunit,. has been.helping to, ' national dlrectsales network con-
; . ' satisfY the thirst lot knowledge of sisting of some 68,000 full and part-

. n1illions .. of people since 1917with time independent ~les repre-
.. an assortment of educational and sentatives in the United.States and 

'. leatningproduct5fot.hon:ie5. . ·•. 8,500 sales representatives over-
-~ schools 13nd librarieS~·· . $eel$. Not. QOIY -.h.as Jhi~ dediOited 

The foundation.of its product 'sales force captured !Wice the market 
line is the 22-volume World Book share of the nearest competitor in 
Encyclopedia, which account5 for the door-to-door encyclopedia .. 

· ·nearly 60 percent of the direct sell- market, .it has expanded World' 
1 ing encyclopedia IJlarket..World. · · Book's reputation in many interna-
~ · ·. Book's 13,000 pages contain the tionjil markets. In an effort to capi. 
• works of, over 3,000 contributors on talize on World. Book's experience 

, .. topics as simple as building a kite and succ(Jss indirect·sales, an agree-
' ·· and as compliCjited as nuclear ment was reachedin 1980 with 
. . ·.,physics. Each .article is written Bertelsmann AG, the world's second · 
' . clearly and simply, so that everyone largestpublisher, to form a joint 

.... in the.household. whether it'$ a ventum to enter the direct sale book 
ch,ild of seven or a person 67, can club market in the United. States. 

, find the answer td almosfany que:>- . In addition to its publi~hing 
tion. To ensurethat World Book . business, World Book offers many 
keeps up with the fast-changing other products and services to im• 

· world, same 1,650 articles were prove filOJilylife and enhance the 
. added or revised in the 198Q .edi- educl!-tion of children in schools. 
tion,.as well ·as many of the 'set's The·direct mail organization boasts 
29,00Q maps andillustrations. a custoinerlist totaling over 5 
· Pre.school and primary school million people; the insurance 
children are. offered a 15-volume . business sells. mail order accident 
· Childcraft resource library. a unique · · and life insurance to World· Book 

, reference series designed to satisfy i:ustomers; the Cyclo-Teacher (.eam-
the special curiosity of c;hildren . ing Aid is a learning system to sup-

' , ·while introducing them· to the plement other World Book products 
fascinating .world of reading. Eyen . . · in schools; and the financing sub
greater success is expected With the sidiary helps families finance the 

! Childcraft seriesin the futyre as ...... <.:~ purcijase of World Book products. 
more and more. families assume 4 . "· . &o!,t & Fetzer educational prod

r· greate.r, responsibility for th'e ·educa- · µcts ·;,;,,. ·helping family members of 
' lion onheir childreh,; . . .. . . . . ·~ alla,ges .. satisfy their hunger for knowl-

In addition to the reference seri!!s. edge of the world around tl!em and 
the i:ompany publishes the .annual· at the same time improving and en- · 

. World BookYear Book as an ul19ate ricliing the quality of family life by (!ro- . 
· • ·. to th,e World ~()()k encyclopedia, · · .yiding,.(J<lucation and entertainment. · L 

()·,I. '. ' '·'._ 
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· Sc:,tt & Fetzer dN!"ln1 systems - -
making family life easier with work saving 
equipment and supplies. ' · 

i ,. 

"tin mighty proud of the Kirby, not 
because it is named for me so much 
as. for the fact that it does revolution
ize home cleaning methods, doing it 
more thoroughly, completely and 
easily than has been possible in the 
past." 

James B. Kirby (1885-1971) 

When James B. Kirby first set out 
early in the century to invent a 
replacement for the straw broom . 
and rug beater, his primary motiva
tion was to eliminate some of the 
drudgery {)f home care. And when, 
in 1919, Scott & Fetzer began 
marketing Mr. Kirby's first vacuum, 
the non-electric Vacuette~ the pro
digous high,school dropout ac
complished his goal in good form 
- the Vacuette found its way into 
some 2 million American homes. 

But by the 1930s, when the first 
vacu11m bearing James B. Kirby's 
name went on the market, the 
Midwestern inventor had done far 
more than revolutionize home floor 
care. He had improved the quality 
of life for millions of American 
families with a complete home 
cleaning system. ·· 

Today the ·Kirby Company, 
spearhead of Scott & Fetzer's clean' 
ing systems business, still markets 
the most complete and versatile 
home cleaning and maintenance 
system in the world, A major contri· 

, . butor to corporate earnings, Kirby 
is one of the company's largest 
operating units. · 

I 
• 

With manufacturing operations at 
.plants in Cleveland, Ohio, and An· 
. drews,Texas, the Kirby'cleaning 
system is far more than a vacuum 
clean~r. It is a complete home 
sanitation system that can be used 
as a Cllllister, Upright or hand. 
vacuum. Additional attachments 
convert the. Kirby into a carpet 
shampooer, a sander, a car polisher, 
a Door waxer, an insecticide sprayer 
and much more. Scott & Fetzer also 

backs Kirby products with a con
sumer satisfaction plan which 
includes a rebuild commitment and 
a fire loss replacement plan. 

So unique is. the Kirby vacuum 
system !hat it has fostered a suc
cessful direct sales program which 
features in.home demonstrations. 
Some 700 independent distributors 
provide the foundation for the mar
keting program and are responsible 
for training and coordinating a net
work of area distributors and about 
10,000 independent sales represren, 
tatives worldwide. Independent 
distributors, located throughout the 
United States, Canada, Europe, 
Japan and other parts of the world, 
purchase products from Scott & 
Fetzer on a cash basis, .maintain . 
service capabilities and parts inven
tories and arrange financing for 
about 75 percent of Kirby sales. 

The quality of Kirby products is 
evidenced by its marketing success: 
historically, approximately .25 

percent of customer in-home 
demonstrations result in sales. 

The recently opened Kirby · 
Technical Center in Westlake, Ohio, 
should ensure that Kirby products 
will maintain their engineering 
excellence far into the future. 

Direct .sales of home cleaning 
systems is only one area of Scott & 
Fetzer's cleaning systems businese'. 
The company further ser\res the 
home and family with Douglas 
vacuum cleaners, sold through 
retail outlets and direct mail. The 
Klevac division manufactures 
vacuum cleaner original equipment 
and replacement parts plus a wide 
variety of cleaning compounds used 
in the home; Industrial and com, 
mercial markets are served by the 
American-Lincoln line of power
driven industrial and floor mainte
nance equipment. 

Scott & .Fetzer cleaning systems 
- .improving the quality of life 
since 1919. 
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Scott & Fetar compressor systems - ~ 
,~uipment and tools that permit household and 
.leisure tasks to be performed in a professional manner. 

The Campbell-Hausfeld operation 
is a major manufacturer of com
pressors and component parts and 
compressor systems which pump, 
squeeze, release, regulate and con
trol the energy in fluids and air to 

"help people help themselves. 
Campbell-Hausfeld is the World's 

largest producer of compressor 
systems, manufacturing an 
estimated 35 percent of the single
stage compressor market·re
quirements. Sold by mass merchan
disers under private labels and by 
retailers under the Campbell
Hausfeld brand name, Scott & 
Fetzer's primary target for com• 
pressor system sales is the multi
billion-dollar, do-it-yourself market, 
a market whieh .is expanding at 
about a 15 percent annual rate. 
Campbell•Hausfeld manufactures 
the most complete line of com
pressor systems available to help 
everyon.e from the basement 
tinkerer to the working farmer per
form difficult tasks with profes
sional ease and results - .and 
at less than professional costs. 

Spray painting is a primary use 
for compressors by the do-it
yourselfer. To accommodate the 
needs of every customer, Campbell
Hausfeld provides a variety of 
compressors and spray painting 
accessories for painting almost 
anything - delicate. ironwork, cars, 
fences, lawn furniture and everi 
entire. houses. 

But painting is only one of .count
less uses for Campbell-Hausfeld 
compressor systems. A compressor 
can also be used to inflate a tire, 
caulk a window, unstop a clogged 

drain, sandblast rusted metal, 
spray a garden with insecticide, 
lubricate a car, and as many other 
uses as an owner can imagine. 

In addition, a wide array of inno
vative attachments are manufac-. 
lured to greatly expand the poten
tial for air power in the home. The 
modern homeowner can safely 
achieve professional results with a 
host of power tools, ranging from 
chisels to drills, .from staple guns 
to nailers, from impact wrenches to 
tire chucks . .The do-it-yourself per
son can perform as a professional, 
not as an amateur, when a 
Campbell-Hausfeld work center 
is available. 

Campbell-Hausfeld also manufac
tures a complete line of higher 
pressure,. two-stage compressors, 
ranging from 3 to 30 horsepower, for 
commercial and industrial applica
tions. Since entering the two-
stage market in the early 1970s, 
Campbell-Hausfeld has captured 
about 18 percent of industry sales. 

Besides being the. world's largest 
manufacturer of compressor 
systems, Scott & Fetzer is the most 
fully integrated. The company 
manufactures most major com
ponents of its compressors, as well 
as components for other manufac
turers. fo addition, production of 
single-stage compressors has been 
centralized at the Harrison, Ohio, 
plant. 1\vo-stage compressors are 
produced at the new Leitchfield, 
Kentucky, plant. Integrated manu
facturing and production .facilities 
help cut production costs and 
delivery time for orders, as well as 
dependence on outside vendors. 

Scott & Fetzer compressor 
systems - helping families perform 
useful and necessary work to save 

" time and money. 
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Scott&: Fetzer burners and water pumps - -
dependable products protecting households from the 
forces of nature. 

Since pioneer families first fought 
th.e elements on their way west, 
Americans have made great strides 
in controlling their home environ
ments and protecting themselves 
from the harsh forces of nature. 

In fact, we have been so success
ful adapting to our environment 
that families often take for granted 
the systems which heattheir homes 
and supply water for their daily use. 
One of the elements that makes 
those systems dependable is Scott & 
Fetzer's Wayne Home Equipment 
line of oil and gas burners and 
water pumps. 

Long established as a maker of 
quality oil burners for the original 
equipment market, Wayne has 
recently become a factor in the 
burner replacement market as well, 
with new sales efforts aimed at fur
nace repairmen and installers. In 
addition, Wayne began producing 
power gas burners in 1979 and has 
enjoyed growing success in the gas 
burner market because of govern
ment efforts to push natural gas as 
a source of home heating and 
because of Wayne's innovative 
product developments. 

Perhaps the most important 
development in Wayne burner 
technology was the recent in
troduction of the off-qcle heating 
system damper to replace tradi
tional stack dampers. Designed to 
improve heating efficiency by 
preventing heat from escaping up 

the chimney when the furnace 
burner is off, the off-qcle damper 
poses no risk of malfunction and 
thus filling a house or building with 
dangerous fumes. 

Wayne is also one of the country's 
major manufacturers of home sump 
pumps. It makes water pumps for 
home wells and circulation, as well 
as for sprinkler and irrigation 
systems.Wayne also makes.a com
plete line .of waste dispoSal punips 
to handle everything from empty
ing a laundry tub to protecting a 
basement from flooding; 

Wayne pumps are sold through 
dealers to home builders and 
installers. In. an effort to reach the 
growing do-it-yourself market, 
Wayne pioneered the retail Sale of 
water pumps through hardware 
outlets and mass merchandisers. 

This mix of replacement and 
original equipment Sales gives 
Wayne increased. stability with a 1 ." 

market that follows the cycle of the 
weather as much as traditional 
business cycles. 

The primary marketing concern 
in the near future is .to increase 
Sales of pumps for well supply and 
plumbing installations by profes
sional plumbers. Wayne is already 
targeting this market with stepped
up engineering efforts and the 
planned introduction of new, 
heavier duty pumps to supplement 
its existing product line. 

Scott & Fetzer burners and water 
pumps - dependable products pro
tecting households from the forces 
of nature and conserving two of our 
most valuable natural resources -
energy and water. 
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Operating Units . -~. 

~(lllent Operating Results Operating Units Address 

Edueatlonal & fa come •western Enterprises . 33672 Pin Oak Parkway 
Howiehold Products Year Net Sales . Befor~ Taxes Division Avon Lake1 Ohio 44012 

1980 $279,180 $12,465 *Powerwinch/ Ja;Son 217 Long Hill Cross Road 
1979 279,299 20,762 Division Shelton, Connecticut 06484 
1978 84.~45 2,479 

Streamway Division 875. Bassett Roat! 1977 22,442 71\l 
1976 • 20,764 ~.136 

Westlake, Ohio 44145 ., 
World Book-Childcralt Merchandise Mart Plaza 

,) 

\ lnt'l, Inc. (a subsidiary) Chicago, Illinois ,60654. 

Cleanlnl Sy•tema .Income" American-Lincoln 1100 Haskins Road c 

Year Net Sales BeforeTaxes Division Bowling Green, Ohio 43402 
1980 $ 94,824 $13,946 Kirby Group , 1920WestI14th Street 
1979 105,437 18,3.46 Cleveland, Ohio 44102 
1978 99,944 21,763 

Klevac Division 2021 Midway Drive 1977. 100,309 24,\'50 
1976 86,269 19,233 1\vinsburg, Ohio 44087 

•western Enterprises 33672 Pin Oak Parkway 
Division Avon Lake, Ohio 44012 

Fluid 'lhmsmlaslon Income Campbell-Hausfeld Production Drive 
Year Net Sales Before Taxes Division Harrison, Ohio 45030 
1980 $116,428 $ 4,016 
1979 145,673 11,233 Wayne Home· · 801 Glasgow Avenue .. I 
1978 140,949 17,490 Equipment Division Fort Wayne,Jndiana 46803 I 

1977 95,881 12,665 *Western Enterprises 33672 Pin Oak Parkway 1976 82,849 4,569 Division Avon Lake, Ohio 44012 

Energy & Control c__,~ Income Adalet Division 4801 West 150th Street 
Year Net Sales Before Taxes Cleveland, Ohio 44135 
1980 $ 79,390 $11,802 . 
1979 85,1860 14,046 France Division 726 Fairview Boulevard, West 
1978 74,718 . 13,844 Fairview, Tennessee 37062 
1977 65,601 12,890 . Halex Division 23901 Aurora Road 1976 58,382 12 .• 333 . Bedford Heights, Ohio 44146 

Northland Division 968 Bradley Street 
Watertown, New York ., 13601 

Equipment& Income Carefree of Colorado . 2760 Industrial Lane 
Accessories Year Net Sales Before Taxes Division Broomfield, Colorado '80020 ,, 1980 '$ 73,259' $ 8,836 Douglas Division 141 Railroad Street 

1979 98,295 12,997 Bronson, Michigan 49028 
1978 91,413 14,186 
1977 77,761 ll,137 *Powerwinch/ Ja-Son 217 Long Hill. Cross Road 1976 64,620 9,330 Division Shelton, Connecticut 06484 

Stahl Division 4750West 160th Street 
Cleveland, Ohio 44135 

" .,-· ?U Valley lndustri~s 1313 s. Stockton Street 
14 

"' •> 
·Division 

" Lodi, California .95240 
•under more ~h~ one ·business segment ; ! • .. 
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- Plastic containers for a host of commercial and consumer products such as ice 
. cream, pickles, oilier food products, and ready-mix cement. . 

· '- A full line of.cutlery, hand scissors, shears and trimmers for home, school, 
office and shop use. 

~ Complete line of water system fixtures including faucets, valves, and.'shower 
. heads for the do-il'yourself, moior home and recreational mark~ts. 
- Encyclopedias, reference texts, educational and other instructional materials for 

the home, schools and libraries. 

- Power-driven sweepers, scrubbers, polishers, and other equipment for 
cleaning industrial and commercial facilities. 

- Vacuum Cleaners and other Door maintenance equipment for residential, 
industr.ial and.institutional use. 

- Vacuum cleaners for the home and limited-space applications; vacuum cleaner 
replacementparts and accessories; cleaning chemicals. 

- lnjection'molded plastic parts and other items. 

- Complete line of air compressors and acc~ssories and spraying units for paint 
and other liquids; grey and ductile iron ci!Stings; air receivers.and compressed 
gas containers; high pressure sprayers and washers. 

- Wide variety of power gas and oil burners; water circulating, sump and other 
pumps.· · · · 

- Full line of connectors and compressed gas fitting~ for the transmission of weld-" 
ing and medical gases; gas manifold systems and pressure regulators. 

- Explosion-proof fittings; instrument housings; junction boxes; motor control and 
electrical distribution products; electrical temperatur,~. control systems for the 
petrochemical, oil refining and food industries. 

- Transformers and ballasts for indoor-outdoor electrical signs, electrical. and 
electronic switches and corilrols; controls for home appliances. 

- Die cast zinc electrical fittings; liquid-tight conduit fittings. 

- Fractional horsepower .motors for electrical appliances and other products and 
high performance vacuum motors. 

- A~nings, screen enclosures, storage pods and accessories for recreational 
vehicles. 

- Hydraulic valves and cylinders; steering columns and couplers; track links for 
military vehicles; parts for air ride suspension; other metal components for the 
truck and off-road equipment industries. 

;:::. Marine accessories; extensive line of electri.c and mechanical winches for 
marine, rural and automotive use. 

-Truck bodies for utility, service, emergency and cable TV vehicles; tool boxes 
and other accessory produ,cts for pickup trucks, rescue vehicles and 
ambulances; other fabricated metal components. 

- Trailer hitches, balls, .and couplers;· s~a~:bars; towing accessories; fan clutches; 

,, 

hand winches; oil coolers and antennas for recreational vehicles~ 1.~ , 

J • 
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· Financial Review 

J~ . •"-'1, F. BRADLEY 
Executive Vice President
Administration and Finance 
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Reflecting the. turbulent conditions 
in the U.S. economy during 1980, 
Scott & Fetzer's net sales. and .other 
revenue, income. before taxes, net 
income and earnings per share 
declined from. the record levels of 
the previous year. Only two of the 
Company's f7 operating units were 
able to achieve improved results 
over 1979. · 

Consolidated net sales an9 other 
revenue totalled $632.4 million for 
the 1980 fiscal year, down 9.3% 
from the $697.4 millionrecordt?d in 
the prior y~ar. The severe fece55ion 
affected·.most oUhe markets served 
by Scott & Fetzer, particularly in .the 
Fluid.1iansmission and Equipmeqt 
& Accessories.segments. · 

Income before taxes in 1980 
decreased 40.9% to. $37.3 million 
from the record $63J million 
earned'in 1979. A number of ad, 
verse factors contributed to the 
decline in pre-tax earnings from 
operations of 22.7%, or $14;5 

NetSales(millions) 

S800 

il 

.-,\ 

million. The most signifieant of 
these were the 9.3% decrease in 
sales and losses associated with in
ternational. operating problell)s. In 
addition; during 1980 a number of 
special factors reduced earnings. 
There were two si;ecial charges to 
income before tax~,relating to 
World Book's international oper
ations, qimprising (I) a provision of 
$4.5 million for anticipated uilcol
lect'able foreign installmenfre- · 
ceivables, arid (2) a provisfon .of' 
$1.5 million for anticipat~ costs of 
closing down certain product lines 
and operations. Also, lhe."LIFO" 
method of inventory valuation was 
adopted for six additional operating 

-0 - ._ ' 
units of'iiic" Company, resulting in 
an earnings .reduction of $2.7 mil
lion; .and.the .effect of exchange and 
translation of foreign currencies in
to U.S. dollars reversedJipm a 
favorable $436~000 last year to a 
negative $1.3 million in 1980, 
causing a year-to-year 

Net lnrome ,_, 

$40 
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change of $1.7 millio.n. 
The provision for state, local, 

federal and foreign im;ome taxes 

fn the "DISC" expart tax credit of 
$253,000. 

\ · . during· 1980 was at an effective iax 
~ rate of 38.2 % , substantially below 

Net' income for 1980 amounted to 
$23.Lmillion, or $3J2 per share, 
32.5 % below the. $34.f million and 
$4.62 per sliare earned in the. prior 
}'ear. The net return on total assets 
e!'lployed diiclined to .10.3 % from 
14~8% in 1979 and the return on 
shareholders' equifywas 12.5%, 
·down froin 19.5 % in the prior year . 
Tlie significant factors affecting net 
income. and earnings per share are 
summarized in the table below: 

• the 45.9% rate for the priojliyear. 

}1 

' " 

The lower 1980 tax rate reflected 
primarily (I) a special tax·credit of 
$1.9 million for worthless stock 
dl!ductions associated with the 

. dose-down of two World Book 
forelgn operations; (2) an increase 
of $351,000 over the 1979 invest
ment tax credit, and (3)an increase 

. 1979-as reported ..•••••...•••..••••.•••..••.••••••. , ,. ••• :: •.• ; ..•• 
lncrease(Decrease) in 1980 froro: 

Operations •.•••• - ... -- •••• - .. ~ ··· •• · •• · • •• • • • • · • • •·· · · '· •·•• • •• • · -- • 
Spetjal international provisions:- :· . r_ 

'Arltidpated unc_ollectable installrr.enl receivables .. ,, .............. :-: .... . 
Product line and operations close-down costs . ............ .-.............. . 

Effect of pJacing additional inventories on ''UFO" ...............• "'· ..... . 
Change in va!uation ol foreign currencies ........ , ..........•. , ... .-.... . 
lnc:Ome tax reduclions: 

International operatiansworthlessstoCk ....•.... . · ..................... -: 
Jnvestrnenl lax credits ............•.. '• ....•............. - ...•........ 
Export "Dl{iC" credil •.•••••••••••.••••...•.•••••.•••••.••••....•• 

Tax rale differenlial on profil of installment sales deferred in 197~ nol . 
available in 1980 ............. _ ......• ,. ..... · .........•....•.. ; ......... . 

9ih~r. net . ......... , ..... ;,-· ...... ~ ... ~-. .... ~ ~ _ .... ;. ...........•.......... 
Netchange ........................ , .......................... . 

1980-as reported ••••.•••.•.••••••••••. » ••• - •.•..•••.• - ••.••••••.•.. 

/) 

" 

Net !larnings 
Income Per 
(SOOO's) Share --
$34.096 S4.62 

(7.414) (1.01) 

(2,295) (.31) 
(765) (.10) 

(1,385) (.19) 
(l,088) (JS) 

l,916 .26 
'351 .OS 
253 .03 

(683) 1.0!!1 
83 .01 

(il;IJ27) (I.SO) 

--
J23,069 $3.12 
-~ --

3 2 _j 

_/ 
v=-~ 

Business Segments. Four of the 
five business segments had lower 
sales in 1980. Volume. in the Educa
tional & Household Products· seg- ,, 
ment Was approximately level due. 
to the inclusion of World Book's 
Canadian operations for a full year 
compared with only five monihs in 
l97!l. Income before taxes in all 
segments declined from )he .prior 
year's level.. '' 

. Cleaning Systems .. Sales for 1980 
totalled. $94.8million,10.1 % below 
the prior, year. Income before taxes 
declined 24% to $13.9 million from 
$18.3 million earned in 1979 .. All 

, operating units in this seg"1ent had 
lower results. The economic reces
sion and the sharp curtailment in 
the availability of consumer financ
ing were the principal factors in 
Kirby's reduced unit volume, sales 
and earnings. The American, 

, Lincoln. and. Klevac divisions also 
had.lower operating results. 

During 1980, Scott & Fetzer 
formed United Retail Credit Com
pany, as a '.Subsidiary of World B90k 
Finance, Inc., for the purpose. of 
financing Kirby consumer install
ment receivables. This new financ
ing subsidiary, whjle still relatively 
small, will accelerate its. buildup in 
1981and 1982 and by 1983 should 
have the capability of financing a 
substantial pqrtion of the Kirby 
distributors··tj;risumer installment 
loans. The retrenchment in con
sumer appliance financing by the 
major consumer finance companies 
during 1979-80 has been a signili-

···'· 11·. 
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Financial Review (continued) ,. 

F.amings and Dividends per Share 
Ii F.amings 
•Divldencb 

cant adverse factor to Kirby and its 
independent distributors. The new 
captive finam:e company will be a 
major contributor in minimizing 
these .consumer financing problems 
in the future. 

Educational & Househol!f 
· l'rc>ducts. Volume in this segment· 
. was $279.2 million; about level 
· with 1979, and accounting for 

44. l % of Sqitt & Fetzer's total n<!t 
sales. Illcome before taxes declined 
to $12.5. millio11 from $20.8 million 
last year. World Book's sales rose 
slightly .from 1979 due to the inclu
sion for a full year of its Canadian · . 
operations, which were acquired in 
July, 1979. These additional. sales 
were partially offset by lower 
volume of other international units. 

"Tile Powerwinch/ Ja-Soq. division . 

Capital Expenditures and Depreciation (millions) 
• capital Expenditures' 
• Depreciation 

$30 

24 

18 

12 

Fluid Transmission. 1980 was 
not a good year for the product 
lines in this segment with sales 
down 20.1 % to.$116.4 million from 
$145.7 million last year,. WJiile all 

"operating units remained profitable, 
income before taxes.declined to · 
$4.0 miJlion from $ ll.2 million in 
1979, a decreas.e of 64.3 % . Sales 
and earnings at the Wayne Home · 
Equipment diViSio11 were sharply 
lower,. reflecting depressed eco- · 

. nomic conditions in the new hotiS' 
· ing market and: a major decline in . 
customer requirements for oil-fired 

'76 77 '78 '79 · •so · · furnace l:mrners:sales lot both con-

had moderately higher sales i11 its 
scissors and cutlery product lines, 
while other operating units experi
enced lower volume. The. earnings 
decline was largely due to World 
Book's international operating prob
le.ms and the special provisions, 
noted earlier, against earnings. 
Domestically; World Book achieved 
improved sales and earnings during 
1980, but encountered substantial 
operating problems in Australia, 
Japan and France. By year-end 
1980, the Australian subsidiary had 
shown significant improvement. A 
major re5tructuring of the Japanese 
operations was implemented during 
198Q, and it is expected that sub
stantial progress will be shown dur
ing 1981. The French operation is 
being phased out. 

sumer and commercial air compres, 
sors declined, resultir;ig insub' 
stantially lower' earnings for -
Cal1lpbell-Hatisfeld. In addition, this 
unit revamped production.facilities 
during the year,. incurring plant re- .· •.. 

·arrangement and idle. equipment. - ··· · 
• and facility costs. Sales and earn- ,. 

ings ofthe Western Enterprises divi, 
sion also were lower due to reduced.: 
demand for .compressed gas fitiings. 
and eguipment in the weldjng mar
kets. Additionally, the inventories of 
both Cam'pbell-Hausfeld and Wayne " 
Home Equipment were.switched to 
the LIFO inventory valuation 
method, contributing to the lower 
earnings. in this segment. 

Equipment & Accessories .. 
Volume in these product lines de.i 
creased.25.4% to $73;3 million· 
from $98.3 million in the prior year: 
Income before taxes totalled $8,8 
million, down 32.3 % frolll the $13 

0 
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. million earned in 1979; All .oper
ating units il-Utiis .segment experi- · 
enced lower sales and. earnings, 
Wi.th the mostsignificant decreases 

,,, .; .. , in the Douglas and Stahldivisions, · 
. reflecting the severely depressed 

' . · illltomotiye arid truckm<1rke,ts.The 
. ·Carefree of Col.orado division's 
. results were well below the prior 
year due to the recession and ,, 
sharply iower customer demand in 
the recreational vehide market. 
The declines experienced by the 
Valley lndllstries and Powerwin.ch/ 
Ja·Son divisions were moderated 

. by their diversification and 
broad customer base ill the 
automotive <1ftermarket and .rec
reational vehicle market. 

Energy & Control. Sales were 
$79.4 million, moderately below 
the $85.2 million in 1979. Income · 

, before taxes declim~d 15.7 %/}to 
.$)1.8 million from $14 millionl~t 
year. The product lines in this self 
men\ were the least impaired by 
the consumer recession. The Adalet 
division.achieved.record sales and 
earnings; reflecting its strength in 
the va,rious energy markets. The 

· .. Jt.· \ 
Halex division experienced moder
ately .lower sales and earnillgs as a · 
resultof the reduced I.eve! of gen
eral construction activity. Althoug!l 
Silles were down slightly,theNorthc 
land division's earnings approxi
mated the 1919 level, due to im
proved operations. Res1Ilts at the 

~-

France divisfon were well below 
the 1.979 level, reflecting. a severe 
drop ih transformer sale.~. lo{Lfi'J 
appliance timer sale,s and the non
recurring costs .. associated with 
moving the. Westlake, Ohio manu-

. facturing operations to the new 
Fa.irv,~ew, Tennessee facility. 

Financial Position. Total assets at 
year-end 1980 were $394 million, · 
approximately the same as the prior 
year. Working.capital(current assets 
minus current liabilities) increased 
slightly to $145.6 million from 
. $143.2 million at the end of 1979. 
Cash, certificates of deposit and 
short-term investments totalled 
$92.2 million, up from $63.2 
mil.lion at tile prioryear-end. The 
$29 million increi15!! ill casti arid:in
vestments resulted p~imari!y from 
the substantial reduction of receiv
ables and inventories. These lower 
leve!s·were due to reduced sales 

·~-="" -· - ' ' 

Book Value per Share 

$30 

76 77 78 '79 '80 

...... , .. 

volume and tight management con
trols. Scott & Fetzer .entered 1981 
with inventories and receivables in 
excellent~ondition. 
E~pendilures for new facilities 

and equipment in 1980 were $14.7 
million. After the provision of $9 
million for depredation and 
.$700,0()0 in dispo5al of old assets, 
the net investment in property, 
plant and equipment increased $5 
million to $83.6 million from $78.6 
million at the prior year-end. 

Long-term debt declined $2.8 mil
lion to $79.6 million at November 
30, 1980, from $82.3 million at the 
end of 1979.The decrease rellectf!d 
scheduled repayments made during 
1980. Total shareholders' equity 
rose 'to $185.1 million, $10.l million 
above the prior year's level. Book 
value.per common share increased 
to $25.04 per share, 5.4.% above 
the .$23.76 per share at ihe end of 
19.79. 

},' 

· Tola! As..ets !millionsl 

78 '79 '80 

',, f. 4 -':~ t ·r -3·4 1 
·" '· "' ,, 
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Suaunvy of ()peratioU 
The"Scctt & Fetzer Company an.d Subsidiary Companies 

(DouiilsJn Thousands Except Per Share Data) 

Year Ended November 30 
ll80 1979 1978 1977 1976 

0 

· Nelsales and other revenue. ; ...•..•.. : .•.... 
. · Cost of go6ds sold. ; : .. , .•..• ; ~ ........... . 

· lnte~estexpense, capilatiled leases ...•...•.... 
:;- ' . 'Jnie'rest ex~n.-;e,, Other. ·--~ ~ . •· ........ · ·- ... ~ ...•. ·-.. 

interest income ..•..........•. • ..••.••. ' . 
. ,~ -. · lilcome ulxe!f . ., .. ~ .· ... '' ... :., ...... ·· ..... ·· .. ~ .. , ...... . 

,,, ·'" . Net income ................ 0 
•••••• ,,. ; •• , •• · 

Per share::. 
Earnings per coilimon and 
.. common equivalent share .•..•.•.•.. 

··"·de· ds .. . . D1v1 . n · '"-''··· ••"'• •..• ,, ......... ·" 
Average numbe.r otcommomand,«:Oinmon 

·· ,, . equivalentshares(OOO's).' .•..... ' •.....•.. 

8132,3118 
355,485 

813 
9,tM5 
8,119 

14,zct 
23;oD 

3~12 
l.80 

7~ 

$697,401. 
393,208 

978 
8.243 
7,582 

. 28,964 .. 
.34;096 

· .. 4.62 
1.10 

.. 7,373 

$478,222 
,. 318~897 

'!;093 
4,230 
5,044. 

30;631 
30;247 •' 

;> .; 

4.11 
1.50. 

7,354 

$351,187 
249,521 

1,056 
2,904 
~.881 

29,306 
26,306 

3,56 
1.30 

7,384 

$301,918 
222,225 

1,117 
2,941 
2,859 

21,264 
22,721 

2.99 
l.17 

7,594 

'M h J J•t)Dlu · .· ··••=1..,.a1111e.ss111· -•.·ryl'J· ald,l!l'af"--• 
.. ven.im· 

\ 

1, ' 

' '• 

. COOsolidated iiet sali!s and other 
revenue for the year totaled $632;4 
million, dtlwn. gs front the ri!tOrd 
Irie! of 1979, primarily refteding 
the. depressed aindilions of the 
nali(mal ec:onOmy. Net. income of.· 
S23J million Was 32% below the 
previou5 y.,-s·S34J,,milliort. A. 
number of adverse factors ton- , 

. liibuted to the dedille; the niost 

Thepl1iVi5iOll for intome tues · 
dec:rellsed to an overall rate of , 

· aB'.2% versus the 45.!IS rate iri , 
1979, cfue j>rimarily~a special .tax 
credit of. Sl.9 million for worthless 
stodtdedudions relalinsto the . 
dOsedown of ~n foreiln opera
tions of World Book; an increase QI• 

·· 13$1,000 oVer the previous year's 
· investment tax credit and:an . ·· 
:increase· in "DISC'' ellp)l'f tax · 
. Clilowance of $253,(IOO: 

u significant of whi$Were the.~· 
lion in revenues and the problems 
encountered by World.Jlook's inter- 1179 i'a .· 11178 ='= :1:.:J ' COns!!lidated net sales and olher, 
.u. -.--' •--.'". ·•-.r..,;w,,.,,=-~".""' ·-.-1. revenue incrersed 45%. from 1978,. 
llUll- '~"'!!'' UDOAlllJl""i ··. •marily .due. to iJie iticliJsion of 

!"(eivables of $4.5 million; pllls. ' . world 8dot-Childcraft lntematiolial 
Sl'5tnillionforj>lollutflineand and .. u•a .. vn.. u..:;.... __ ~·· .. ·. ui·pmen· · · .. ·1 for .. ·.a 
operations'•~ mds assoa- "' ,. .. _null~ 

· . ated with,; some internitional opera,, . . fuUyear in 1~79, • mmpanies 
.. lions. Also, . , the ciidoptiori.· • ."'-by•. °'·· , were.J:.rdlased in 1978 and , , 
the r~-~-· • ,J iticl " . ill ~·year's results from · .. ._._..ys oper,alinS units.... elate of acquisitioll:WorldBook· 
lhtl! Ul-"O meth(!dof inventoiy: .. .....:1 ..... ...: .. for' three· . moo·· tbs and. 

; ' valuation unfavorably impacted u111UUG1• 

PnMaic earninss by .S2,,7 milliolL ~Home Equipment for,,ten 
Cost of good5 sold decreased 10% · ·.. Cost of gcxic1s sold increased only 

from 1979 as operatins u8'15in- ii ,, ' . 23% .<-- 1978 and decreased .. as a 
~blted.,SiSnilk;anlaiistreduction ,.: · ~-ofsale$to56% from , 

· " ·.salespqrams .. · •--.•rel-... •.Jive .. to the .. · . 'recjUced. : ''"'' ·.·.:· 6Di in .1978, whicluellects the dif-
n:YICD. ferenc:e in Q>St structure of World 

' OOter expense, net. increasec:t . ·., BOolC from lllilt of OtherScott &. 
$1122~000 aver. . 1979primlri~.· D ~ ·· Fetzer ope~: Manufactunns 

. to exchange and translation ' .costs relating to the !>@ducts sold 
.•of foreiln currencies which are. ex- by. World. :Jlook. . . . .consti.· . ·wie a. _signi(i-
pensed in ai:coldancej1rilh aeDer- .· r.andy= ~ntageof 1ts sal~ 
atly~,accou~tins.;~i;) dol'B!' · lhatofthe~ ,· . 

... , 
" ~I ' 

manufclcturins operations of the 
Company. Conversely, World Book's. 
administrative, sellillg and distribu
tion costs ue proportionately higher 
in• their ChannelS of distribution. 

Net interest costs for the year 
were up.to Sl,639,000 from 

· $279,000 the previous year. Addi
tionalJOlll"lerm financillg of $40 
mi.Ilion durins· the early part of the 
year increased interest expense . 
significantly, while short-term 

· investments did not im:tease pro
porlionate,IY due to a substantial 
increase in capital expendiwre pro
f979'.5 f0r new facililies,,durins 

''Other expense,. net; increased () " 
over 1978 by 1821,000, which was 
associated with incremental start-up 
costs at a new (adlity operated by 
the Campbell-Hausfeld division. 

The decrease. in total income 
taxes reflects ihe loWer federal 
statuto~ rate Of. 46% initiated,in 
1979, !llgher i11v.estmerit tax credit, 
and operatins losses of certain. 

· fo{eign locations in .1978 for which 
Ile> comparable tax reduction was 

. ll!CogOizable. The. effective rate of 
federal and foreign taxes on .income 
dropped to 43.2$ .from 47.4% the ' 
previousyear •. State and local in
come taxes declined .to 4.8% of in-
, come before taxes;in 1979 from 
'5.6% in 1978. ·· · 

I 

' 
I 



' } Comolldaled Statement of .Income 
The Stott & Fetzer Company and Subsidiary Companies 

(Dollars in Thousands Except Per Share Data) 

N!ff SALES AND OTHER REVENUE •.......................•.• .,. ......••..... 
Cost of goods sold ............................•..... " •....•...•...........• , ... 
' - r,_'''; ' ' -._. ' 

Gross profit ..... ;: ................................................... . 
Selling, general and administrative expenses ; ..................................... . 

Operating profit. .•........•.•.•.• , .·> ..................... ; . , ........... . 
,l . Other income ( dedur,tions): •i 

Charges for services of ~nance s11bsidiary (Note 3) · ......•.... ; .... , .. , ...... . 
Income from unconsolidated subsidiaries'beforeincome taxes' ... , .•....... , .. . 
Interest expense, capitallzed leases (Note 6) .......... ; ..... , ........ , . ; ..... :": .. . 
Interest expense, other .•...........••... , .,, .•. : .. ,. .. : •. : ••.•. ,. ....... "· ..... . 
Interest income ...... ., .. , ..........•...•......•.•...... ; ................. . 
Other, net:. ..... , ..................... , : ... : •. '"· ...... ' ........ : ......... • .. . 

' 1,1 

. Income befor~ income taxe5 .... , : .,,, ........•.....•..• ;'. ................... , 
Provision for, income taxes (Note 11): 

State and local •...••.............. : . ........... ,,. .•.. • ................. . 
Federal and foreign: . .. · · . · " 

Current .. ; ..... , .. :· ..........•.. ; ...... , ..••..... .,~~- ..... ·, ..... ., 
Deferred ............ "'· ................ ,. ......... : .. • .............•. 

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

NET INCOME ................ , ........... , .... .' .•.•......................•. 

EARNINGS PER SHARE .......................... , ..... , .. ; ...... " ............. . 
II · ., , 

DIVIDENDS PER SHARE ·,· ...........•..•.......... •· ....•....... : ... , .. S.) ... 
Average number of common and 

common equivalent shares outstanilillg (OOO's) .• ,., ....•.. ,, ... , ......•... , •• ·'' .... 

The accOmpanying N·otes to Financial Stat_ements ~ SUnunary of 
-Accouniing Policies are integral parts of th~. finapcial Slatements. 

·''' 

p-::, 3 6 ' 
.· ·.J. 

~-\ 

Year Ended 
November30 

1980 1979 

$632,398 $697,401 
3i5,485 393,208 

276,913 304,193 
232,321 233;.706 

44,592 70,487 

(8,275) (9,598) 
'5,434 4,662 

(813) (978) 
~.045) (8,243) 
8,119 ., 7,582 

(l,674) (852f 
(7,2H) ,(7,427) 

37,338 63,060 

2,343 3,051 

13,402 30,179 
'"(1,478) (4,266) " 

14,269 28,964 
. "! 

$ 23;069 $ .34,096 

$ 3.12 $ 4.62 

$. 1.80 $ 1.70 

7,388 7,373 

": 

·' 
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c-Ddated a.Janee Sheet 
~ Soott.& Fetzer Company and Subsidiaiy Companies 

(Dollarsin Thousands) 

~ 
CURRENT AS.5ETS: 
. Cash./,: ......... · .. "'" .. ' • ....... ' ...... · .. ' ............................... . 

·Certificates oJ deposit ·.· ..•..... , . , ......•....•..................•.......... 
Short~tenIIJnvestments ..... ~ .. : .. , .. , ..... ,, ..•....................... , ... , . 

· 'lrade receivables, less allo'Wance .for .doubtful accounts: 
. 1980-$6,136 · · 1979""-SS,325 ..•...•... , ..•...............•....... , . 
lnstallmentreceivables (includillg accounts due 

after one, year); less unearited finance charges: . 
1980 - $687 1979 - $657; and allowances ~ 
for doubtfill accounts: 1~ -... Ss.988 ·· 
1979- ,5,400 ~- .•...•. ' •............ ·.I· .••...•.•.•••.•...•..•...... 

Other receivables .•. · ........................ ; ..........•......•........ · 
lnv~µtorjes (Note' I) .....•.... · .•.. :'. ............... · ..................... . 
·Prepaid expe~ ........ , ..... : ...........•............ • ............. . 

.. ·n ~ . 

TOTAL CURRE~T ASSETS .•.. ., ....•.................. ,, ..•...... 

INVESTMENTs IN UNCONSOLIDATED SUB.51DIARJES (Note 3). , .. , . : •.............. 

,f'ROPERTY; ~LANT.AND EQUIPMENT(Note2) .......•.............•........... 

;EXCESSCOST OVERFAIR VALUE OF ASsETS ACQUIRED ....•....•..... , ........ . 
' - . . ' \' ., 

·OTHER AS.5ETS •.. : .•.....•.•..........•................•.......... ., .•....... 

The i1ctompanyirig Notei'to Financial Statements and SummaiY of 
Aa:olJnting PoUcies are inresraJ'l>a!IS of th"51' finandafstatements. 

(.:i 

.. , 

22 

H '<''. ,: : • . 

$ 

November30 
1980 1979 

8,917 
72,162 
11,118 

50,586 

22,671 
12,015 
80,195 

5,431 

263,095 

37,816 

IP,609 
2,658 

6,865 

$ 9,603 
41,724 
11,878 

64,079 ... · 

29,005 
8,610 

100,645 ' 
5,724 

. 271,268 

35,430. 

78,651 .. 
2,583 

7,444, 

$394,043 $395,376 

'-';-
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lWllUTIES 
CURRENT UABIUTIF.S: 

,, 

" 
Notes payable, ~ks (Note 4) ...... , ...•.....•........•.........• , ......• 
Current portion oflo119'term debt. ..... •· ..•. ·' ....• ·•· ; ....... , .. , . . . . . . . . . • . . . 
'lrade accounts payable ...................................... ; •.. ; .. ' .... . 
Otheraci:'builts payable ......... • ": .. , ....• , ...•.•...• : ..•.......•.... ; •. 
A ' .ed. l'ab·1•t• . C9'll J 111es ........................................... ; •••••••••• 

Income taxes ; ••.. ~ • .''. •.•••••.•..•.•... : • ~ .•••• : ...••.••••••••...• .,,, • • • ,. 
Accrued•taxes. other ..•..............•.•..... , ••.........••..••.••..••.. 
.Deferred ii,come tax~ applicable tocurrentassets (Note 3) . '· .... , •.. , .......•.. 

! TOTAL CURRENT UABIUTIF.S •..........•....•....•...••....•.. 
WNG·TERM OEBT (Notes 5 & 6) ....•.•..............••........... ; ••... ; ... . 

J DEFERRED INCOME TAXES (Note 11) ................... : .................... . 
Ol'ffER DEFERRED CREDITS ..... , .........• , .......•.. : ...• : .......... , •...... 

n 
,' '\\ . 

i: . 

TOTAL UABIUTIF.S ................................... i' ••••••• 

SllAREHOU>ERS'EQUD'Y 
1 SERIAL PREFERENCE STQCK: 

, Authorized 1,000,000 shares without par value; none is$ued 
. COMMON STOCK: 

Authorized 15,000,000 shares without.par value (Notes 7 & ~0) 
Stated value of issued shares: Sl.25 per share 

1980-.7,576,9241ess 186,871 intreasury . '· 
1979- 7,576,9241ess212,771 in treasury ................... , ......... . 

AODmONAL CAPITAL (l'<(ote 10) •••.••••.•.•••.. ; •••..•••..•••..•••••••... : •• 
RETAINEDEARNINGS (Note 5) ••.......... ; .. ; .............................. . 

TOTALSlfAREHOIDERS' EQUITY •.•• , •.••••.•• ,, •.•••••••..• , •• 

(;' 

·( 
a . ',, ,····· 

.... 

" 
Novembe"30 

1980 1979 

. .. . 

3,158 
.. 25,111 

1;800 
47-

. ' l,115 
3,ot5 

23,H7 
117,459 
79,595 
7,311 

·4,594 

~··· 

•.zst ....... 
118,957 
185,879. ........ 

,, 

s 8,469 
2,417 

27;669 
8,888. 

37,6080 
12.~~ 
3,841 

26,81 j' 

128.067 
82.346 
5,548 

. 4,447 . 

220,408 

9,205 . 
'6,5~' 

159;190 

174,968 . 

$395,376 

;-, 

() ; 
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Couolldilted Statement of CJumges in. Financial Position 
The Scott & Fetzer Company and Subsidiary Companies 

(Doliars in Thousands) 

. SoURCE OF FUNDS 
from operations: .. · · . · .•·· ···· · · · · . . , ·· . · . . .· 

Netin~~e " .•..... :.: ...• . · .••........ : .. ... ;.· .... ; ... , ...•.•............ 
Deprec1atton .......•.•. ; ........ • •. , , . . .. . ........•.... , . : : ............. . 

d '· • 

Earnings tro111 uncon5olidated subsidiaries •...... , .... : .. , •• , .............. . 
~ferred income taxes • . : ..... , . : , .... " ......... :, •.. :' . .......... ,. ........ · 
Other ... ; ........ .. :; .•. : : .. ........... : .••......•.•.. : ... · ......... : ... ·" •.•. · 

Totalfronioperations ...... , ..•. ; ...... ~· ... : ...••....•. : . . " .... . 
Net current assets of cqmpanies acquired ............................ : ......... . 
Proceeds from diS!l0$ltion pf divisions .............. : ......•.•. , . '. •......... , ... . 
Increase in long-term debt ....•...... , •...•.••• ,. .. , ............•...•..... , ... ·. 
Sale of common stoCk under stock options .......•............ : ; .•..... ; ....•.... 
DispoSal of property, plant anll equipR1ent , : ........... , .. , . , ... : . : ...... : ......•... 
lncrease(decr~) in other cissets ............ .''. ........ , .... ~ .: ......•........... 
Other . , , ... : .•.•. , ...... , ................... , ...... , ....... , ............... . 

'\ 
APPLICATION OF FUNDS . 

~1. . • 'J - _, 

Prope~'. plant anl:t, equipment and other net assets.of C()!Dpapies acquired ... , ... '. ..... 
Cash d1v1dends .... 1; ••••••••••••••••••• , ••••••••••••••••••••••••••••• ·• ••••••• 

Capital contributiohJo uncqnsolidated subsidiary ....•....•.............. , ...... . 
Disposals of net cun'~nt as.~ts of discontinued divisions . , .. ; . . . . . . . . . . . . . . . . . . . . . . . 
Additions to property\ plant and equipment . , " ..•........•.. , .................... , · 
Decrease in longoterrrl debt ..•... , ...... ~ ... .' .....•.....•. : ...•. :· , ............. . 

~ . . . . 
\\ . \', 

'\ (/ 

INCREASEIN WORKING CAPITAL, ....•.............. , •..............•...•..... 
\\ 

1'', 
' - ~ ' 

Th_~ accompctpying Notes to f'.iilBRciaJ Statements and Si.uiJ.nwy ·Of 
"Ar.Counting Policies are integrat_.P

1
arts of these financial statements~ 

\1, ' {l '. 

. ,{?· 
- •'.:' 

\\ 
II 

t 
I\ 
\ 6 
~ 

. \\ 
. I\ 

\\ 

\ . " 

. ·~ ... . . 
· ~· a·9 ·u,.~ ··-L ... ·· .. 1 

·~· ·•.! 
·._j "·: 

··'" 

" 

.. 

Year Ended 
November 30 

1980 1979 

$ 23,069 
9,022 

(386) 
1,768 

594 
34,067 

344 
671 
(IS) 
72 

35,139 

13,302 
2,000 

14~651 
2,751 

32,704 

$ 2,435 

$ 34,096 
7,940 

(2,664) 
1,253 

570 

41,195 
6,916 

819 
40.000 

368 
1,768 
2,992 

355 

94,413 

6,650 
12,510 

524 
26,375 
3,690 

49,749 

$ 44,664 



" _, ,, ·:· ~. _,,,. ,,,.,, 

· Co.._,1'datedS.tatement of Cbang~,ln Financial Posltic>n (co~tinuedJ 

(Dollars iOTbousands) 

" 

INCREASE (DECREAsE) IN COMPONENTS OF WORKING CAPITAL 
Current assets: . . 

Cash and certificates of deposit ............................ , .... , ..•. 
ShorHerm iilveslinents ..•............... , ....... • ................. . 
Trade, installment and other receivables. · ......•......•...........•..... 
Inventories ..•....•........... , ............ , . . . . • . . . . . . • . . . . . . . . . . · 
. Prepaid expenses ............................•. , .... , ........•....• 

Current liabilities: 
Notes payabh~. banks ............•........ , ............•.... : ...• " ... 
Current.portion of long-term debt ..............•..................•.. 
Trade and other acrounts payable ...................... ,., .. ; ......... . 
Accrued liabilities, including taxes ....... , •.... , ..•...•.............. 
Deferred income taxes ...............• .,, ........•.............•..... 

INCREASE IN WORKING CAPITAL .......... , .•......•......•..... , ............ . 

Consolidated Statement of R~Earnlngs 
The Scott & Fetzer Company and Subsidiary Companies. 

(Dollars in Thousands) 

,, 
R .ed .. hon •• f " etam earnings, ""!!mnmg o year ......•...•......................... , .... . 
Net income ................................ , ....... "' .. ~ .....•... .-........ . 

" 

Cash dividends .... · ....................................................... . 

Retained earnings, end .of year .....•..... , .........•.. , ..................... . 
. ' . II 

" 
r '1'.40·· .. r• 

Year Ended 
November30 

" 

J980 1979 

$ .29,752 $ 14,799 
(760) (6,49l!) 

(l~,422) 15,021 
(io,450) l6,'Z40 

(293) 1,633, 

(8;173) 41,695 

(l,584) 1,354 
741 (42) 

(9,046). (4,993) 
' 2,525 6,231 
. (3,244) . (5,519) 

(10,608) (2,969) 

$ 2,435 $ 44,664 

Year Ended 
November30 

,,1980 1979 

$159,190 
23,069 

182,259 
'13;302 

$168,957 

$137,604 
34,096 I 

171,700 
12,510 

$159,190 

\. 
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Business Segment Information 

(Dollars hi Thousands) 

" 
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<'" - ,_,,_., .• ,.,, .• ,, ••• 

Bu!iJJiea• SeJIDeilt ~-lion {c~ntinued) 
· (Oollars.i!I 'flfousands) 

c. IDENTIFIABLE ASSETS 
November30 

' .. 1ll80 1979 1978 1977 1976 
t C..,}---...-----_,o.:~:o.,.'--.,..--,,...--------,....-------------f . ,,. 

CleaningSystem5., : . . , :. , . ,_,_ •...•.• , ._ •.. ~ 
Educational & Household Products, .••......... · 
Fhiid Tr~smisslo~ ... >. • ; ... , .• • ... ' . , . . . . . .. 
Equipment & Access()riiis •. ,, . : .. ' . · ... , . • . . . , 

; , l:;nergy & Contriir.· ... , ... •· . ·<· . _. .. · .. , ..... , , 
' ·. Corpor~te,&Qther ; .. ~ . : .. ; > .... , . . ....... . 

>:r ,.; ' - - ,( ' ' . ' <'-·; " 

'.I 

$ 31,079 $ 46;158 
154,581 . 148;741 
67,646 81,763 
.• aqs 37;199 
33,345 . 37,615 
78,787 43;900 

$394,0IS $395,376 

DEPRECIATION 
· · Year Ended November 30 

., ... . ' t!) 1ll80 1979 
' . . .. .· "• ·. . 1\ ..• .. . . • . 

Cleaning Systems\·· :;\" .. '. '. , . .· ,'. . ,, : ... . 
· Educatfonal & Househ(>lll Products • ... • .. . 

" '. • ' • ' : -.1, ' .~ . 
Fluid Transm1ss1on .. L ' . ' ...• : ...... . 
Equipm~nt & ACi::eSsQri~ .. , • _; . . . . • . . • . · 

- ' - ' . ,\ ' 

Energy.&Controt ..... ·'- .... _ •.......... ·• 
CorpOrate· & Other ... -:: • .- ~· ••..•• .- ...... . 

$ 1,385 
ZoU'i'. ·z·•-1,ozs 
1,133 . 

745 
$9,ozz 

$ l,21l 
2,136 
2,163 
1,013 

956 
461 

$ 7,940 

$ 39,916 
114,922 
66,539 
34,909 
29,836 

. 51,855 

$337,977 

$ 37,687 $ 25,319 
11,574 11,726 
44,737 51,243 
29,821 27,756 
26,009 23,889 
75,583 75,344 

$225,411 $215,277 

CAPITAL. EXPENDITURES 
Year Ended November 30 
1980 1979 

$ 1,~$8 
Z,856 
3 .. 
l,235 
Z,379 
3,828 

$14,651 

$ 4,277 
3,705 
9;421 
2,323 
4,744 
1,905 

$26,375 

". 
"~ 

Q ' ~ - -

. " 

GEOGRAPHIC BUSINESS SEGMENT INFORMATION 
Year. Ended Noveml>!!r SO 

· NET SALF.S, INCOME BEFORE TAXES IDENTIFIABLE AS.5E1'S 
. '.i. 1ll80 '·· ·-1!}79 1ll80 1979, ... 1979 

· unitedSlll(l!S< ........•. ;7\: • $s79,a S&t5.so1 
Foreign ~lions • . . . . . . . . ··_ 63~ . ·· 63,217 

$ 4Q,63Z $ 61,704 $350,989 $352,065 
(3~J 1,356 43,854. 43,311 

lnterarea , .. ' .. •;,, ... '., (10,672) (ll,617) · 

$e32,s98 $697;401 . . $ 37,338 $ 63,060. $394,0l3 $395,376 
0 

.II 
',, · .. 

· .. ,, () 
t· . 
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Notes to 'financial Statements 
(Dollars in Thnusands Except Per Share Data) 

I. Inventories 
In the ~ear ended November 30, 1980, the Company 
changoo the metboo of inventory valuation for certain of 
its .operating units from the first-in, first-out "FIFO" 
method to the last-in, first-out "UfO" method. Porti<?µs 
<if the . Company's inventories. have previously been 
reported under the UFO· valuation method, and with 

· this change substantially "all. of its . operating units are 
now so valued.This change was .made to mo.re accurate
ly match the units' current costs with sales and: io niini· 
. mize the effect of inDati.on on tJ:ie.ir inventi)ries ~"t~· earn
ings. The excess of .FIFO cost over IJFO cost for"thi>se 
operating units adopting UFO this year wa5 $2;690, and 
the effect of ttie change was to reduce net income by ap
proximately ·$1,385 or 19 cen\s per share. Tllere is. no 
cumulative effect of the change on prior periods since 
the November 30, 1979•.inventor}', as previously 
reported, is the opening inventory under the UFO 
rnethod. 

During the year. ended November 30, 1980, the Com
pany reduced inventory levels at some of its operating 
units, .resulting .in a liquidation of some UFO inventory 
quantities priCed at lower prior Year costs. The effect of. 
this liquidation increased 1980 net. income by approxi· 
mately $2;173 or 29 cents. per share;. however. the effect 
on net .income has. been offset by a. decrea5e of approxi
mately. $3,020 or 41 cents per share, as the result of i~ 
crea5es to the UFO reserve, for· inventory. price. val ii a, 

tions at other operating units. . 
If cllrrent costs had been usedfor all inventories pn5-

ently valued using the UFO method, inventories in the· ' 
balance sheet w. ould have been $23,205 and $18,802 
higher than reported at November 30 •. 1980 and 1979, 
rl!spectively. . · 
" Inventories used .in the computation of cost of goods 

sold, including progress payments ·of $10,"107 .and 
$10,103 for printing contracts ~\November 30, 1980 and 
1979, .respectively, were $ll(),195 al November 30, 1980, 
$100,645 at N9vember 30, 1979 and $83,905 at 
November 30, 1!178. 
• Inventories at November 30,.1980 and 1979, consisted 

of the following: 
1986 1979 

~· 
-:..::c"' " Raw mateiiafs·andsupplies •••. ~ •••• ·-. • .• •• • 5'[8,514 

28,666 
23,015 

. I 45,619 ,, 

30,600 
24.426 

28 

Work in process~ .•••••• -·.~ ••• ·1 ............ •• ;·. 

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

. 580,195 SI00,645 

Z. Preperty, Plutt Md FAa4 n eat 
Property, . plant and equipment ,at November 30, 1980 · 
and 1979, consisted of the following: ~ 4 3 

t ,I.' 

1980 1979 

Land and land improvements .••..••.••.•• "(• s 3,493 s 2,863 
Buildings ..••••••••••.••.••••••.•••..••. 24,559 23,582 
Mactiincry and equipment ....••...•••.•.•• 89,065 78,888 
Capitalized leases ••.•••••.•••••••••...••• 14,0l8 13.915 

131,135 119,248 
Accuinul.ated dep~eciatian .•••••.•••...• r •••• 47,526 40,597 

s 83,609 $ 78.651 
=· 

3. lnvesbllenta In Uncomolldated SubRdlarles 
The investments in wholly-owned unconsolidated 
subsidiaries are carried on. the equity basis and at 
November 30, 1980 and 1979, are as follows: 

.:<" ~ Equity in Net -'-5 
'V· 1980 1979 

Finance subsidiaries•· •.••••.•.•••.•••••.•• "' ·128,644 129,061 
WorldBookLlfelnsurance· ...•••.••. ,.. ••••• 9,172 · 6,369 

S37.816 135.430 
= = 

The consolidated balance sheet includes ami>u!lts 
receivable from (payable to) um:ollliOlidaled subsidiaries 
of $4,454 and ($2, 793) at November 30, 1980 and 1979, 
respectively. . . 

World Book. Finance, foc.;(WBFI) provides funds pri~ 
cipally to finance the domestic installment receivabl115 of . 
World Book-Childcraft lntemat.ional,. Inc. The Company 
is obligated under an • operating agreement to make 
available to WBFI ill)lounts sufficient so that earnings, as 
defined, .are at least 150.% ofJixed charges (primarily i~ 
terest). The amounti; provided were $8,275 in 1980 and 
$9,598 in 1979. The currentliability for deferred income 
taxes in the consolidated balance sheet includes 
amounts related to installment. receiVables financed. by 
WBFI. The condensed balance sheet of WBFI al. Ncr;em
ber 30, .llJBO and 1979, was as follows: 

-.Cash and cash equivalents •••••.•••••..••••• 
Fiilance ri!ceivables (net of allowance 

for aedilfcmes) •.••••••••••••••••••••••• 
Other ri!ceivabl.s ....................... . 

.· Receivables from jpayables '10) 
affiliated companies .•••••••••••••• , .... . 

Total.Assots ••.•••••.•••• .o •• ''" ... .. 

1'_'2"'" ... ~ 
Cummt portion of lo~erm debl ........... .. 
Accounts payable and other liabilities • ••••••. 
Long.term debl ................... •·· ••••• 
Scolt&Feizerequity •••••••••••••••••••••• 

Total Liabilities and Equity ............. . 

1980 1979 

I 28,048 

.. 75,713 
278 

(69) 

1103.970. 

I 2.625 
1.5.26 

&9,750 
30,06.q 

110.1,970 

$ 26,457 

76,536 

1.849 

$104.842 

s 2,625 
1,566 

72,375 
28.276 

$104.842 

4.lnterlm Fl ........ n.~Cs · 
The short-term notes payable, banks, represent out
standing loans tp foreign affiliates of World Book· 
Childcraft International, Inc., as of November 30, 1980 
and "1979. Informal.ion with respect to these loans is as · 
follows: 

_Maximum amount Outstanding .••••••••••• ~ • 
AVerage·amou_ntoutstanding .-.•••••• ~ .• .,~:, •• 
Weighted avense interest rate .••••••••.•••.• 
Avenee.interest r~e a1 end of year.• •.•••••••• 

" 
"' 

1980 

S8;547 
7,712 

14.8711 
13.0711 

1979 
$8,949 
8.387 

12.6711 
11.0711 
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Company-owned ca1>ital assets as follows: 

Land.·and land imp'rovements . . · .......... -... ~ . 
Buildings .. , ....................... , •.••• 
Mzcltin~.ry and eqi.i.lpmenl . -~ , .... , ..•. _ ... , . 

1980 
s 333 

9,418 
4.267 

1979 
$ 333 

9,403 
4,179 

14.018 13,915 
Less accum"lat"" amortization • • • • • • • . • • • . . 6.515 5.690 

$ 7 .503 s 8,225 

" Future minimum lease payments umler noncancel· 
able leases at November 30, 1980, are summarized 
below:.·· · · · 

v..rEn<lina 
" 'November 30 

1981 ............ '" ...................... . 

_·::~:. ::.:: :::::--:~.: :-:.::.: :·:::::: ~-: :; : :·:: .: : : : 
1984, ...•.•. , ...•.• :: .......... : .•..••..•• 
1985 ................................... . 
Laleryears' ••••• '· •••• '·" ......... : •••••.• 

&iminimllf!lleosepoyments ..... ' .....•. 
~ mirilmtim subl~ "\!'ts ..••.•.......... 
Netmlnlmum ._ poymen!S •••••• , ••••••• 
l.essestlmaledem:utOf)'-'. ...•. : . .....• 
.Less amount rep,;ier1tlna 1ruer.sa ........... . 
··-vil...,·ol net minimumJease 

poym0nis underClpitil - ........... . 
ies cWlmt oti1J811ions Included in · 

CUJR51lpc.tiGnol ~- ......... . 
Lonfle!m apllil-obliptions.: ... : •.... 

Capitalized 
Leases 

$ 2,545 
2,414 
2,343 
J,689 
l,534 
2,215 

12,740 

12,740 
124 

3,262 

9,354 

1,673' 

$. 7,681 

Operating 
Leases 

$ 6,634 
5,879 
5,015 
4,544 

" 4,001 
8,678 

34,751 
850 

$ 33,901 

.Net rent. expen5e for noncancelable operating leases 
for the·year.; ended. _November 30, 1980 and 1979 
ll;l1l00Dted to $6,855 and .$4,873, after deducting sub
. lease .renlS of. S207and $83, respectively. 

7.sla,ek~ 
At November 30, 1980, there were 514,213 shares of 
comnlon .. stock .. rved . for issuance under the Com
pany's stoclt optiQi1 Plan .. The plan provides for the · 
granting· of nonqqalified. options to o!ficers and key 
. employees to ptJn:hase common stoclt at its fair market . 
value.on tlie.d!lte the optiQn il! granted. Options are exer• .. 
cisable 9ne-fouith each year c:Qmmencing one year after 
date. ot grant and expire 10 years after the date of grant: 
The pl1111 ·al$o permits the grant.ins of stock appreciation 
ri&hts to. opti(lnees •. As of November 30,. 1980, no stock 
appreciation rights had. been granted. 

Substitute contingent options; which became exer
cisable onlY upon expiration of the original option, were 
granted, in · 1975 to. certain optionees who had outstand-

,-ins qualified options. The oi>tion price and correspon~ 
ing market price of the substitute contingent OP.lions at 
the. date of grant was Sl3.875. During 1979, substitute 
option$. flir 4S,650 shares became exercisable upon 
expiration of the original option~. 

During 191!6 and' 1979, options. were canceled for 
29,0j)O .and 15,000 shares, respectively. There were 
242,338 and 319,238 Shares available for future grants at 
November 30, 19l!0:and 1979, respectively. 

4 4 '' .· 

-;:i 
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The Compariy makes no charge against income with 
respect to options granted. Additional information 
relating to. options is set forth below: 

Oetion Price Market Price 

Number Averap.,e Average 
of Shares Per· Share Total Per Share Total 

Options granted: 
1979 ................................................ . 71,075 $23.38 $1,661,734 $23.38 $1,661,734 
1980 ............................................ , .. .. 105,900 23.16 2,453,008 23.16 2,453,008 

9ptions. becoining exercisable: 
1979 ............................................... .. 83,632 18.54 1,550,654 25.64 2,144,034 
1980 ............................................... " '46,506:tf~-" - 24.22 1,126,221 22.99 J.,069,364 

Options exercised: 
(::;· 

. 1979 ............................... : ................. .. 26,563 13.88 368,562 26.07 692,586 
1980 . ., .................. ' ........................... . 25,900 13.25 . 343,113 . 2?.56 610,117 

· . Options outstanding: , 
1979 ................................................ . 220,875 • 23:50 5,191,125 23.50 . 5,191.125 
1980 ..................................... ,, .• : ...... .. 271,875 24.32' 6,612,594. 24.32 6,612,594 

~- ' 0 
8 •. ~on lllld Retirement Pl8iul 
The majority of the Company's employees is covered by 
various noncontributory trusteed pension and profit· 

· sharing plans. The Company. ~so ha5 accrued. deferred 
compensation, none of whit:h has ~n fund~. pur• 
suant to agreements with certain ofits officers and. other 
senior management employees. Contributions under the 

9. Contingent LlabWdea 
The Company is a defendant in several. lawsuits and 
other claims which, in the. opinion of management, will 
" ' {I 

10. Cmpltal StOck 
Changes' in. the .common stock and .additional capital ac
c:Ounts during the years ended November 30, 1980 and 
1979, were as follows: · 

plans charged. to operaiions were $7,363 and $6,576 for 
the years ended November 30, 1980 and 1979; respec-

. lively, The actuarially computed pr!!sent value of vested 
pension. benefits for certain plans exceeded the .total of· · 
pension fund ClljSl!ts C!Ild balance sheet accruals by ap-

. proximately.$4,085 at November 30, 1980. At the dates 
ot tl\e .latestactqarial valuations, unfunded past service 
costs were approximately $29,650i 

. . . . . '. 

not. have a material .effect on the consolidated financial 
position a~d consolidated results. of operations. 

'll'ea.!;ury 
Shares 

,. 

Common Stock 
Issued 
Shares 

Stated Additional 
Value £!!!ital 

Balance. November 30, 1978 ................................................. .. (239,334) ''7,576,924 $9,172 $6,238 
Sale of stock under options .................................. , , ............... , , , .. . 26,563 .. 

(212,771} Balance, November 30, 1979 ............. , .................... , ............ , ... . 7.$76.924 
Sale of stock under options .................................................... , . 25.900. 

(186,871) . Balance, November 30, 1980 ............ , •••... : .............................. . 7,576,924 

11. Income limes. 
The effective tax rate was 38.2% in 1980 and 45.9% in 
1979. The difference between 'these rates and the statu· 
tory United States federal income tax rate (46% in 1980; 
<J6.2% in 1979) resulted from the following: 

y- .4 5 

" 

Income before income.taxes., . ............. :-. 
Less: State an~ I~ income ~es: ... _ ........ . 
Income before ·f~era1 fl!ld foreign ,taxe:s . .. .- ...• 
Income:· tax~ at .. slatutory· rate· •1

·.-

198o-46% · ........................ .. 

1979~46.2% ···········'····· .. ···••· 
. Adjustments: 

JnVestment.taxcredit. .. .. · ........ --. ... ;; ... . 
Ex~rt"DisC'; credit~ .... ~ .... ,.-. ... ·.-..... . 
Foreign tax effect .... , ..•... _. .•..... ~ ... ., .. . 
Worthless stock deductions,·. ' 

foreign operations'· ... ~ .... ·-· .. -........ . 
Tux 'rate differential on World Book profit 

on installm~~~ sales defeJl'ed for tax 
purposes.,.' ....... ' .... '' ........... . 

All~l~e~ net .. ; ............. , ........ . 
-~visio~ for_federal alid foreign taxes ... '. .. . 

___g ~ 
9,205 6,573 

33 _ill 
$9,238 $6,884 

1980 1979 
$ 37,338 $ 63,060 

2,343 3,051 
$ .34,995" s 60,009 ' 

$ 16,098 ;\3 

$ 27,724 

(1,268) (917) 
(607) (354) 

. (459) 100 

(1,916) 

(683) 
78 . 43 

$ 11,926 $ 25,913 

" 



''\' 

' . . 

de(erred provision for federal income tax results 
iming, difference5 .in the recognitiqn . of revenues 
tpenses for tax and financial reporting purposes. 
~ cffeciS on such.differences include the following: 

!Ciation in exCess Oi book .. .' . : .. : ...... " 
en~ On installment sai~ -, .· ...... (~~ 
clible accrued expenses .......... . 
lifferential on installment sales 
efem!d for tax purposes ....•.•. ; ... 
jff~rence on. recogriiOOn of state·an_d 
co~e/franch_iSetaxes ••..•.. , ..... ·, 
' ................ · ....... -......... -.. 

1980 1979 
$ 1,892 

314 
(4,403) 

338 
383 

""$ (1,476) 

$ 1;253 
(6.465) 
l,!J86 

(683) 

261 
~ 
$ (4.266) ' 

wterly lnfol'lllll~ (Unal!dited) 

,12. Bwdne._ Seplent Information 
IrifC>rmatiQn 'with respect to the Company's business 
segments ls"contained on pages 26 and 27 of this report. 

lntersesment and interarea sales are .. accounted for at 
prices which generally approximate fair nhrket value. 
Operating earnings are total revenue less o~'.rating ex· 
penses, excluding interest, general corporate ·~nses. 

. - \\ 

income taxes and earnings of .unconsolidated' sub-
sidiaries. 

1980 F'ucal Year by Quarter 
First Second Third Fourth 

aiid other reveriue ....... · ..•.• :-.... : • : •• ·; ;_, ...•.. · ~'« .................. . $162,681 $177,745 $139,031' $152,941 
fit ........... : .......................... ;· ....................... . 67.312 79,315 65,026 65,260 
l~, ·-·.: ....... ; .: .•• ; ..••. ,._ ..•••••..•...• : .••.. ,• .••.•...••..••....• 

p~r share ._ ........•. '.-'.(_~~:, .. -. , ...• .- ..•.•....•.•...•..•...••....•..•... ·._ 
5,824 7,552 4,428 5,265 

$ ,79 $ 1.02 $ .60 $ .71 

1979 F'ucal Year by Quarter 
First Second Third Fourth" 

an_d_ oth:errevenue •• ~ .. ~ •• -...••. :;; .•.• .-, .•. :; .••..•• , ... :.: ••...•..... $155,220 $191,515 $164,443 $186,223 
fit •..••.....• ; .••... :": •....•....•..•. · ............................ . 63,508 84,749 71,080 ' 84,8..."5 

ie ··~······•····.································.·········~·:·····~··· 
i>e:rshare ...•.••.. ;._ • .- ... ,.; ..• ·.~·························~········· '· 

7,728 
I.OS 

11,303 
$ 1.53 

~::::, 

7,702 7,363 
$ , I.OS $ ;99 

" :) 

(• 

~plemental Information on · lnllatlon and 
:Ina Pricd•(Unaudited) · · . . 

. J 

. the past d~de, th'i! United States h~ experi· 
;ignificant increases. in .the level .of inflation. The 
of such Inflation erodes the purchasing power of 
lar and consequently affects the business.decision 
'• including Ions and short range planning and 
~e strategy development. 
~ompany is welf:iiwai'e of the effects of inflation 
: problems it presents to the economy in general 
business in particular. In 197.4 and 1980, we 

I, where appropriate, the last-in, .first'out (UFO) 
1ry "1ethod, in order to more accurately match 
costs with current revenue. Corporate programs 
een initiated to improve the productivity of all 
md .to assure that f~cilities and Qther resources 
:iently utilized and c:Osts are controlled. We con
mqnitQr pricing strategies to reflect not only the 
of inflation, but also productivity improvements 
rket developments. The Company f~s that it is 
1s the liquidity and flexibility required to meet 
ivity and pl'icing objectives. 
entional historical financiai statements do not 
the .. ~umula~ive effects of increasing costs and 
1 in the. purchasing power of the· dollar during 
·significant and continued inflation. Therefore, the 
al Accounting Standards Board. (FASB) issued 
:nt No. 33 "Financial Reporting and Changing 
which requi~' that cer!ain .supplemental infor
be. provided 5oncerning the effects of Changing 

prices on a company'.s financial statements. The disclo
sures are intended to address two different aspects of .an 
inflationary environment: (I) the .effectofan increase in 
the general price level on the purchasing power of the dol· 
lar (called general infla,tion); and (2) the specific price 
changes in the individual resources.used by the company. 
The statement is acknowledged to be experimental 
because there is presently no consensus on which aspect 
of inflation (if any) should be reported. Similarly, the FASB 
doesnQt require the application of inflation accounting to 
all accounlS but has selected only inventories, property, 
plant and equipinent, Cost of sales and depreciation to be 
adjuste<I,, for the effects of OOlh .general inflation and 
specific price changes. Therefore, .it is important to note 
that.the res.ults of these adjustments are not comparable to 

0 any other numbers found elsewhere in this .report. and_ 
users are cautioned to recognize the limitations of data· 
provided in this footnote. 

An important insightavaililble from these supplemen
tary calculations is an approximation of the distribution of 
the Company's earni~ 'pjust~ for changes in specific 
prices (real earnings). In the table below, the Company's 
1980 earnings per share before income taxes on a current 
cost basis is coinpared with historical cost earnings-per 
shar:o? before· income. taxes ll! show amounts distributed 
for income taxe5, dividends and retained for growth ofttie 

., I ~/ 

business. Comparable amounts are alSQ shown in a per· 
centage format. ~ 

.ll 46 
-~ ,... 

ff).,:' 

/? u 

~; 
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Adjusted for Changes 
i'n Specific Ptjces 
(Current Cost) 

The Primary 
Financial Statements 

(Historical Cost) 

Earnings before income taxes •.•...••••...•.•••••.••.• _ ••....•••.••.•...•••... , •.• 
Income laxes ••.•.• _ •••..••••....•.•.•.••...••••••.••.•••....•••..•••.•••••.••• 

Dollars 
Per Share 

$3.54 
1.93 

Percentye 

100% 
2!_ 

Net earnings .. • • . • . . • . • • • • • • . • • . • . . . • • . . . • • • • . • . . . • • • • . . . • • • . • . • • • . . • • . • . . • • 1.61 46 
Dividends ••.....•.....••••..•••..•.••••.•••.•.. • .•••••. ~ •.••. ,_ . • . • • • • • . • . • • . • • • 1.80 ..:fil_ 
Retained for growth . • • .. • • . • . . • • . . . . • • • • . . • • • . . . • • . , ••....••••..•••...•••. •. . • • $ (.19) _Jfil!. 

\.' ' - --

Dollars 
Per Share 

SS.OS 
1.93 

3.12 
1.80 

Percentase 

100% 

.2L 
62 

_lL 

The Company's per share earnings before income taxes statements, thus reflecting the nondeductibility of higher 
are 30% lower in real terms than in terms of historical costs that result from applying the different methods of 
cost. However, the effective income tax rate on these earn- preparing supplementary information. 
ings is 16% higher in real terms because income. tax laws Conbmt DoDua - The supplementary information 
do not allow deduction of inflation adjusted costs for tax on a constant dollar basis is expressed in average for the 
reporting purposes. The taxation. of reported earnings year dollars and reRects adjustments that have occurred 
rather than real earnings means that the earnings .re- in the purchasing power of the dollar as measured by the 
tained for growth were 114% lower than they appearin ConsumerPricelndexforallUrbanConsumerspublished 
the historical cost financial statements. by the Bureau ol Labor Statistics. 
Accoanllnt ~ bi lleprd to lnflatlcw Ac· Cllneat C09t - Current cost of goods sold was un-
counllnt-The supplemenlal)r information on inflation Changed for those locations using the UFO inventory 
and changing prices is based upon the historical.financial method.in their.financial statements. For those locations 
statements as reported in the primary financial state- using. the .FIFO inventory method, current. cost of goods 
ments adjusted for (l) general inflationary factors relating sold was determined by adjusting FIFO cost of ·sales for 
to inventories .and .property, plant and equipment (con- price changes experienced through the end of the year. 
slant dollars); and (2) the Changes in specific.prices relat- The current cost ofinventories was determined. using a 
ing to these items (current cost). Depreciation and amorti- FIFO inventory valuation. The current cost o&,property, 
zation expense is calculated using the same methods an~ plant and equipment was. determined by application of 
rates of depreciation and amortization as used in the his- the Engineering News-Record index for buildings and 
torical financial statements. Income taxes have. not been selected froducer Price Indices for historical book values 
modified from amwnts reported in the primary financial of machinery and equipment. 

ComolldaledStamaeatfll~•! AdjlliltedforO..qlntPrices(Unaudited) 
For the year ended November 30, 1980 A> llepxl!<I Adjmied For 
(Dollars in Thousands Except Per Share Dal3) in Primlly Gonenl lnllalion 

Net soles and other revenue •••••••••••••••••••••••••••••••••••••••••••••••••••• 
Cost ol .,..is sold ••••••••••••••••••••••••• - •••••••••••••••••••••••••••.•••••• 

Gross profit •••••••••••••• - ..................................... ' - •••.•• -·· 
Selling. ,.,....i and admi~e......-.•...•.....••...•...•..••...•...••..•.. 

Clpenling profit • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . 
Otherincome(-ns): 

Clw&es for ..me.. ol finlnce subsidilly •••••••••••••••••••••••••••••••••••••• 
Income l>dore Income taes from uOOlll!Olidilled subsldiories •••••••••••••• ' •••••• 
lnteRstexpeme •••••••.•..•••.•••••.•..•.••••••• i ... •..................... 
lnt....i and other income. not ......................................... , ••••• 

:ni::orne before incotne tues ............................ -••. "' •...••.•••.•••• :-.~ .••.••.•• 
Income tues ..................... , .'°" ............................................ _ ~ • 

Netincoine ............•......•.....•...•.•..•.....•..................... 
Dep..a.tion included obove ••••••••••••••••••••••••••••••••••••••••••••••••••• 
Elrni"8spershore ••..••..••..•.•.••••••.••..•••..••••••.•••.••..•••.••.••••. 

Elh!ctive income tax nie ...................................................... . 

Net - at end ol yeor ••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Goin horn dodine in pun:hasins powuol not -.n1sowa1 .......................... . 
hlcreloein,.,....i~levdolinvontoriesand 

property, plant and equipment durin& the yeor •••••••••••••••••••• '. •••••••••••••• 
Less effect cif increase in current coil .............. _ ••••. • •••••••••.••••••••••• ., •• ., .... . 

Ex<:ess~i~in~~~levd <? 
over 1ncre.ase ID specific pnce5 , • , , , • , • " •••••••••.• -"' •••••••••••• , ........... , ... . 

-... (Conslont DoUlrsl 
. 1632.398 1632.398 

355,485 367.961 

:~~ \~ rr·'.I ::~~ 
44,592 '0J . 30,926 

(8.275) .::::::::. (8,275) 

4,434 4,434 
(9,858) (9,858) 
6.445 6.445 

37.338 23.672 
14.269• 14.269 

$ 23~069 

9.022 
3.12 

~Y:=:~\ 

m5.01ii '-;I 

5 9,403 

12.862 
1.27 

60% 
5236,698 

Selling....,..atandadminimmve_have_,odjmt!dlordepftdatioll_....olll.190and5721._iively, 
due to odjuJtments lor...,..at inllllion adl~in opecificpria!s; 

At November30, 1980,tho"'i-amenl1X11tol inYenloriesllnd;"'-'!.pllllland~ 
ndol"'?""ullled~wasSlot.547andS116,275.1eiPeift..ty; ' L 4 'l j 

-· 

Adjusted For 
Chanses in 

Specific Pricos 
(Cwrenl' Cost! 

$632.398 
365.919 

266,479 
233.042. 
33,437 

(8.275) 
4,434 

(9.858) 
6,445 

26,183 
14.269 

$ 11.914 

13.184 
1.61 

654% 
5232.949 

3.742 

26,265 
22.087 

$ 4.178 

-]) 



Flve-Year~n of SelectM. t;"f..anclal Data 
Adjuated for the F.lrecta. of CMDIJ!-4 Prices (Unaudited} 
(Pollais.in Thousands ExCl!pt Per Share Oata)f' 

. ' ,·. ==J'· 

Net Mies and other reven°"' · , 
:;':"se0~· ::::: :: : : :: : :: : : : : :: :: : :::::: :::: :-:::::: :: :: : 

Dividends per share: 
As "IKJll<!d ••••••. "' •••••••••••••••••••••.•••... ' •••.•.•••••••••• 
A ..... 1980dollan •••....•• , •••••. , ...... '" ......•••.•...•.••.• 

Mlrbt price per sllan! ~ ,__., . 
As "llOll<d ••...••••..••.•..•••.....•. : ••.•.•...•..•.•.••.•••.••• 
.Avenael980dollars •... .'; •.•••...••..• : ......................... . 

A ...... ~prkeirldex,'. .............. , •••.•.• , .... ; ........... . 

s . •ry;.Gf Ac cl . t' 1 Mkle• 

The fOllowing in a sunuDai)< of significant accounting 
policies followed in ·die prepatalion of these finlnc:ial 
statements. The policies ,conform. to seneraJly accepted 
accounting principles. ·· 

Pi lwiple• GI Clla•dl 1 'kl!lll -. The consolidated 
financial statements iridude the accounts of the Com
pany and its domestic ancl ~ ~bsidiaries, except 
for the. finan~ and insurance subsidiaries which' are in, 
f!uded on an equity basis. lntercompany balances and 
transactions have· been eliminated in corlSOlidatiOO. :1 

. (} ' ' 

$11111't:Jil!na line ills '• ,.,, Short'ferm. investments 

Ycar Ended Nov1!mber 30 
1980 1979 1978 1977' 1976 

S632,398 $697,401 S478,222 $351,187 $301.918 
632,398 792,000 002,461 475,250 434,563' 

s 1.80 s r.ro s 1.50 s 1.30 s 1.17. ll 1.93 1.89 . 1 •. 76 1.68 

s 23.~I $ 22.75 s 25'87 s .27.25 s 26.00 
~4:1 24.44 31.30 35.92 36.56 

'{44/1 .215.2. .194.0 " " 180.6 169.i 

subsidiaries are included in the sale price and amortized 
to income over ihe life of .the installment oontract. 
Pbp 17, ....... £\,\ . 1:-ltemscapi~ 
as part of land; bUildiilfis and equipment;' including 
signi!icailt betterments to existing facilities, are valued at 
cost When J)roperty is retired. OI'. is othelwise· disposed 
of,.lhe cost and aa:um~ ~are removed. 
from .the appropriate aa:ounts arid any pin or kiss is fu.. 
dUded in· i~ Main~ repair' and ordinary 
nmewals are charged to~ as. indurecL · 

... e -.... ,;., Ddem!cl lilxes on iDc:ome are ~ 
vided for lifiling differences belwl.!e11 financial and tax 
reporting;1principally fotinc:omerecqpUzal.from instalJ, 
111ent: accounts r~eivable (classified as current)~ · 
ch!preciation and . 'tal lease'costs. . . . c:apl, ... ' 

are carried at cost.. which approximates market value. 
laut!idWy VIII ... ''1- The last,in, first;()Ut methcict 
of invenlOI}' valuation ~ used. for approximately ra% 
and 49% Of total.inventC>ries in 1980 and 1979, respec, 
lively .. The. remaining inventoiy is. valued principally at 
average. cost: Inventory valuations. are at the lower of 
cost or market 

lac s s 'ID c.-1 ·1 ::- 'l'hese·credits are appli!!d 
to reduCe the provision for federal income taxes in the · 0 

year the 01'dits arise. .. . ,. . . . 

. ·~" Jkert~iicca.· 1a·a!~-.llllle-ln ~· · 
"' with mdustry . I\~ •. total mstallment receivables are 

.·included in cu~l~· The portions of such accounts . 
clue. after one ye<tr from .the. balance sheet date. 
amounted to 58,910 and $7,566 at NovembelaG, 1980 
and 1979, respectively •. 

Profits on installment sales are credited. to income at 
the. time of. sale. Monthly finance charges levied on sul>
siantially all domestic accounts are credited . to income 
over the. lives •pf the instillmeilt, contracts, after deduct, · 
ing a . proviSion for estimated uncollectible. charges. 
Finance charges for installment sales. of several foreign 

\l' 

Ea: r c::a.t Over F..r'Vlllae.GI Au •la~ , . 
:-The excess of cost of in~nt5-1:iver assef5 acqllired 
is l>eing amo~ on. a ~t,line basis principally 
over a 40.year period, · 
Depr~..,._ StraighNine and atc:elerated methods 
are used iil ,!he computation of depreciationJor financial, 
reporting purposes, the straight,line method being used. 
,!2r the majority of the ~ 
..,......_ Plana -. The Company's policy is to accrue 
and fund th~ a&uarially determined pension cost, which 
includes, current service cost and amo'1janl>irlJf .prior 
service cost, wer periods ranging from \~5 ·to 40 years; 

. ' 

11 

". 
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Report of the Board of Directors' 
Audit ('omwlttee 

ThiS is the Annual RepOrt from $(:oil & Fetzer's. Audit 
Committee, which consists of four ouL<;ide directors. The 
Board of Directors has assigned the Audit Committee the 
responsibility for monitoring the overall adequacy and 
effectiveness of the Company's management and finan
cial controls. During 1980, we met four times with senior 
management, the public auditors artd the Company's 
Management· Controls and.Audit Director. Prior to 
publication, we also reviewed and approved the. Com-
pany's external financial n!P,Orls. · 

We believe that the responsibility for Scott & Fetzer's 
rilanagement and financial control systems and pro
cedures and the. integrity of the published financial 
statements properly rests with the senior management 
. We continue, as outside directors, to be comfortable with 
ti~.overall effectiveness of these control systems and are 
pleased' with. the improvements implemented in the la5t 
several years. 

During 1980, the Company strengthened and broad
ened the responsibilities of the internal· management 
controls and audit group and also established a· cor
porate loss control and security function, We believe that 
both of these step5 will enhance the control systems. 
The Company also has taken tlie proper actions to pn!' 
vent improper payments and conflicts of interest. We 
have been assured by both the public and internal audit 
groups that effective control procedures are a part of the 

Re•Dlt af ladep '!at 
Cerlllled We Al:a ...... 

To the Shareholders and Board of Directors 
'The Scott.& Fetzer Company: 
we have l'.xamined the consolidated balance .. sheets ill 
The. Scott & Fetzer Company and subsidiary companies 
at November 30, 1980 and 1979, and the related consoli
dated statements of income, retained earnings. artd 
changes .in financial position for the years then ended. 
Our examinations were made in accordance with 
generally accepted auditing Slllndards. and, iiccordingly, 
induded. such tests ill the accounting records and such 
oiherauditing procedures as we considered.necessary in 
the circumstances. 

In our opinion, the financial statements referred to 
above presenUairly the consolidated financial position 
cl. The. Scott & Fetzer. ,Company and subsidiary compa
nies at November 30, 1980 and 19.79, the-consolidated 
results ill their operations and Changes in their financial 
position for the· years then ended, in . conformity with 

overall system .and are. being regularly monitored by 
senior management. 

We have received, as.in ·past years, the full coopera
tion of all appropriate personnel and the Committee con
tinues to be satisfied with the general effectiveness of the 
Company's controls. Further refinements and improve
ments are planned, and these are regularly reviewed by ' 
the Com.mittee. 

In the opinion of.the Audit Committee, the Company's • 
financial statements are based on conservative account- ' 
ing policies,. which are consistent with. prior years, and . 
factually present ihe current results. of operations aJld 
financial positiof\. 
· The Audit CommitteP...<has appreciated the response,· · 
cooperation and effortS ill e~eryone, both. internally and . 
externally, who assisted iJs in executing our responsibil- • 
ities dilring 1980. 

Cleveland, Ohio 
Jan_uary 26, 1981 

For the Audit Committee, · 

.~ 
, Jimt!S A Hughes 

Chairman. 

generally accepted accounting principles applied on. a l 
consistent basis. 

In addition, we have read the financial in!Ormation in- . 
· ·duded in ''The Vear at a Glance" on page l, "Summary 
ill Operations" on page 20, "Financial Review" on Pillle5 . 
16 through 19 and "Historical Record" on page 35 of this . 
annual ·report, have compared it to data takeriJrom the · 
audited linanciotl statements, subjected it to a'udit pro- • 
Cedures, and verified its mathematiClll accuracy .. In our 
opinion, such data is fairly stated' in relation to the : 
audited financial statements taken as a whole. 

Cleveland, Ohio. 

January 26, 1981 ··"" 



l&torlcal Record 197,6-198@ 

' (Dollar.i in Thousands Except Per Sh~re· Data) 
' (i '· ',.v 
l'< 

,, ,, ,;., . 

198o 1979 1978 1977 1976 

Net Sales and Other Revenue ....... · ....... . $632,398 $697,401 .. $478,222 $351,187 $301,918 
·Income Before Taxes ........•.....•. ., .... . 
Netlncome ............ , ............... , . 

37,338 63,060 60,807 56,108 42,367 
23,069. 34,096 . 30,247 26;30& 22,721 ---

<hsh Dividends ......................... . 
· Per cent Payout of Net Income .............. . 

Earning.s Retain. ed and Reinvested., '''"""'· ...... . 
j/' ~-

Capital Expenditures ........ ". ....... , .... . 
Working Capital ................. , ....... . 
l..ong;Teiln Debt ......................... . 

., 
13,302. 12,510 10,999 9,510 8,864 ' 

57.t 36.7 .· 36.4 36.2 ,39_0 
·9,767 21,586 19,248 16,796 13,857 

14,651 26,375 12,886 8,816 4,636 
145,636 143,201 98,537 125,187 115,403 
79,595 82i346 . 46,036 41,838 42,736 

Total Assets , ....... ; ...................... . 
Shareholders' Equity •.................. , .. . 
Per cent Return on 

394,043 395,376 337,977 225,4ll .215,277 
185,079 174;968 153,014 133,365 123,228 

' Assets Employed .....• ~ .............. . 
Shareholders' Equii('~ ................ . 

10.3 14.8 15.8 16.0 14.5 
12.5 19;5 19.8 19.7 18.4 

Per Share 
Earnings ................... , ..•.... 
Dividends ...... :· ........•..•....... 

3.12 4.62 4.11 3.56 2.99 
1.80 1.70 L50 l.30 1.17 

Book Value ........................ . 25;04 23.76 20.85 18.23 16.26 
Market Price Range .................. . 
Price/EarningsRatio ................ . 

24~~17% 30%·22 36%·23 29·22% 29%~17% 
8·6 7.5 9·6 8·6 10-6 

Yeiir-end Data 
Shares Outstanding (OOO's) . 

Year-end ...................... . 7,390 7,364 7,338 7,317 7,577 
Average •......................... 7,388 7,373 7,354 7;384 7,594 

Number of Shareholdfrs of Record ..... . 
Number of Employees. . .•...•.....•... 

7,937 8,ll9 \ . 8,439 8,852 9,377 
16,225 17,934 17,425 7,255 7,500 
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Directors 
The Sron & Fe1zer Compom• 

Joseph T. Bailey Rober! W. Bjork 

La\\'rence C. Jones Delmar\\'. Karger 

JOSEPH T. BAILEY 
Retired: Former Chairman and Chief 
Executive Officer, The Warner & 
Swasey Co. Manufacturer of machine 
tools, construction equipment, and 
textile machinery 

Audit Committee; 
Compensation and 
Organization Committee 

ROBERT W. BJORK 
Partner, Tallasi Management Co. 
Investment advisory firm 

J. F: BRADLEY 
Executive Vice President -
Administration and Finance 

Investment and 
Pension Committee, chairman: 
Executive Committee 

J. F: Bradley Niles H. Hannnink 

\Valter A. Rajki Ralph Schey Rober! L. Swiggclt 

NILES H. HAMMINK• 
Former Chairman and 
Chief Executive Officer, 
The Scott & Fetzer Company 

Executive Committee, chairman; 
lnvestmenl and Pension Committee 

JAMES A. HUGHES 
Chairman, First Union Realty 
Investments 
Real estate investment trust 

Nominating Committee. chairman; 
Audit Committee, chairman; 
Compensation and 
Organization Committee 

LAWRENCE C. JONES 
Chairman and President, 
Van Dorn Company 
Manufacturer of special purpose 
containers and plastic injection 
molding machinery, and heat treating 
of steel 

Audit Committee; 
Investment and Pension Committee 

51 

DELMAR W. KARGER 
Professor of Management, Emeritus. 
Rensselaer Polytechnic Institute 

Compensation and 
Organization Committee 

WALTER A. RAJK!.*• 
Senior Vice President 

RALPH SCHEY 
Chairman, President and 
Chief Executive Officer 

Executive Committee; 
Nominating Committee 

ROBERT L. SWIGGETT 
President, Kollmorgen Corporation 
Manufacturer of printed circuits, direct 
current motors and control systems, 
color and. photometry instruments, and 
electro·optical systems 

Investment and Pension Committee; 
Audit Committee 

•\V,ill retire as a director, :i.tarch 24, 1981. 
••Proposed ,for election as a director at the 

Annual Shareholders :i.1eeting, 
March 2•1, 1981. 



,, 
.Corporate ·Management 

RALPH SCHEY 
Age, 56 Chairman, President a!ld 
Chief Executive Officer · 
Mr. Schey is also responsible for 
the administration and coordination of 
the Kirby and. World Book'-Childcraft 
units. 
J. F. BRADLEY 
Age, 50 Executive Vice President -
Administration and Finance 
Mr; Bradley is the chief administrative 
and financial officer of the Company. 
He supervises the Treasury, Account
ing, and Legal functions; and the 
Management Controls & Audit, 
Manariement Information Systems, 
Loss Control & Security, and Campen,. 
sation & Benefits departments. 
WALTER A. RAJKI 
Age, 55 Senior Vice President 
Mr; Rajki is responsible for the adminis
tration and coo.rdination of. the Adalei, 
Halex, France and Northland divisions. 

.,,·· 

JOHN BEBBINGTON 
Age, 55 Senior.yice President 
Mr. Bebbington'is responsible for the 
administration and coordination of the 
Campbell-Hausfeld, Wayne Home 
Equipment and Western Enterprises 
divisions. 
KENNETH D. HUGHES 
Age, 59 Vice President and Treasurer 
Mr. Hughes is the chief accounting 
officer and is responsible for the 
administration and coordination ofthe 
Treasury, Financial Accounting, Tax and 
Risk'.Management departments. 
KEARNEY K. KIER 
Age, 44 Group Vice President 
Mr. Kier is responsible for the admin
istration and coordination of the 
American,.Uncoln, Klevac, 
Powerwinch/ Ja,Son, and Strearnway 
divisions. 

:~ 

···~_... 
·,-::-

'\:,. 

""'" KENNETH J. SEMELSBERllER 
Age, 44 GroupVice President 
Mr. Semelsberger is responsible for the 
administration and coordination of 
the Carefree of Colorado, Douglas, 
Stahl and Valley Industries divisions 
and the corporate traffic division. 
ROBERT C.WEBER 
Age, 50 . Vice President, 
General Counsel, and Secretary 
Mr. Weber is the chief legal officer and 
corporate secretary. He also is responsi
ble for .the Pension and Profit-sharing 
department. 
THEODORE C. BUSS 
Age, 40 Assistant lreasurer 
JOHN E. FRERE 
Age, 33 Assistant Controller 
RICHARD E. HERTHNECK 
Age, 35 Assistant Secretary 
KENNETH A. HOOK 
Age, 38 Assistant Secretary 

John .Bebbinston Kenneth.D. Hughes Kearney K. Kier Kenneth J. Semelsberger Robert C. Weber 

Corporate <Nike 
14600 Detroit Avenue 
Lakewood, Ohio 44107 
Telephone: 216/22&6200 

AnnualMeellq 
The annual meeting of shareholders 
will be held on Tuesday, March 24, 
1981, at 10:30 am. at the 
Westlake Holiday Inn, 
Interstate Rte. 90 & Crocker Road, 
Westlake, Ohio. 

rr 

F-10-ICReport 
Copies of Scott & Fetzer's Form 10.K 
report, filed with the Securites and 
Exchange Commission, are available 
without charge-upon written request to 
Robert C. W~i;~ Secretary of the 
Company. 

1bufer Asent llDd Keptnr: 
Amen'1hlst Company 
P.O. Box 6477 . 
Cleveland, Ohio 44101 

('omwou Slock 
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. .. 

" 
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SUPPLPMEN!'ARY IDl'ES 'IO FINANCIAL 9.l'A'l'EMENTS· 

l. Accrued liabilities at Noventier 30, 1980 and 1979 were as follows: 

'Dlousands .of Dollars 

Salaries, WC1113es and axrmissions 
Interest 
Pension and .profit~arin3 plans 
Other 

1980 1979 

$ 12,043 
1,272 
6,312 

27,471 

$ 47,098 

$ 12,993 
1,228 
S,.726 

17,661 

$ 37,608 

2. 'Die Cbnpany provides an incentive conpensaticn program which includes 
di.rectors, officers and key enployees. 'Die. program is based primarily 
on act~~ earniB,Js in relation to budrjeted Clbjectives. 'Die aoounts c:hai:ged 
against income a\J::IIegated $1,827 ,000 and $1,902,000 fc:r the years ended 
lilYE!lli>er 30, 1980 and 1979, respectively • 

F-3 
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CO~A 

'lHE .a:orr ' FETZER CXMPAN? .AR> soesmIARY CXMPANIES 

SCHEooU: II - NDJNTS mx:EIVABIB FR:M ~. 
'PlDDl'ERS •· DIJmC'!ORS I OFFICERS, EMPIDnES, Atm 

PRINCIPAL lllLDERS (a:tm:R .mAN AFFILIATES) CF E!1JITll 
sEc::IJRrrIES OF 'lHE PERSC6 AW ITS .AFFILIATES 

for the years emea ~r 30, 1980 am 1979· 

CX>UMl B COUBl c CXUJMN D ·c:oulfi E 
DeductiiiiS • Balance at (1) Balance at &D of Period 

Name. of .Debtor Beginning .llnDmts Current 
R>t:e (1) of ·Period Additions C:Ollectecl 

Year enc1ed 
' Novaltler 30, 1980: • 

Rlbert H. King $237,500 -0- $50,000 • $50,000 

Year enc1ed 
Novaltler 30, 1979: 

• Rot:li?rt H. King -0- $250,000 $12,500 $50,000 

lC1'E (1): 

• 
I.n September, 1979, the'o:inpany lc:>aned $250,000 to Rlbert H. King -
C:hailman and Chief Executive Officer of N>rld. Book-Childcraft Inter
national, Inc. ~ money is to be i:epaid in one of three ways~ (a) 
in 60 inst:allments of $4,166.66 per llDlth, (b) in full 90 days ftan 
date of termination, either voluntacy or fer cause or (c) 180 days 
fran date of any other termination of enployment. 1be loan .is n::in
interest bearing. It is. c:ollateralized by a certificate of deposit 

I 

• in the name .of Rlbert H. King and is held in a bank used by the Cbnpany. 

).i 

• 

• 
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Not 
current 

$137,500 

$187,500 

,, 
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Colmn A 

Name of Issuer and 
Description of 
Investment 

Year erXled
NovaliJer 30, 1980: 

•• 
'DIE. SOOl"r & FB'l'Zl':R cµtl>AN! AR> SUBS.IDIARY <Dn>ANIES 

SCHEOOU: III INVES'lMENi'S IN, . ~ IN F.ARNims OF, Am DIVIDENDS 
HECEIVED FlOt AFFILIATES Am ODiER PERlnlS 

for the years ended tb7eniler 30, 1980 and 1979 

Colunn B 
Balance at Beginnin;J 

of Period 
(1) 

tbnber of !hares or 
Units. Principal 
Al1Dunt of B:>nds and 
Notes 

(2) 

J\mount in 
dollars 

Coltmn c 

Ad:litions 
(2) (1) 

Ek)Uity taken 
up in earning 
of affiliates 
and other per 
sons for the 
period (B) 

Other (A) 

Unconsolidated subsidiaries: 

Collllln E 
Balance at End 

of Period 
(1) 

Number of Stare 
or Units. Prin 
cipal Aloount of 
Ibnds and Notes 

(2) 

J\mount in 
dollars. 

ft:>rld Book Finance, Inc. 261 
N:>rld Book Life Insurance 220,000 
Field .Enterprises Int' l. • Inc. . 1, 000 

(100%) 
( 100%) 
( 100%) 

$28,275,831 
6,369,000 

785,000 

$ 1, 793,257 
803,000 

(2,210,310) 

261 (100%) 
$2,000,000 220,000 (100%) 

1,000 (100%1 

$30,069,088 
9,172,000 

(1,425,310) 

Total unconsolidated subsidiaries 

Year ended
Novelt>er 30, 1979: 

Unoonsolidated subsidiaries: 
N:>rld Book Finance, Inc. 261 
Norld Book Life Insurance 220 ,000 
Field Enterprises Int'l., Inc. 1,000 

Total i.inoonsolidated subsidiaries 

(100%) 
(100%) 
(100%) 

$35,429,831 

$26,432,250 
5,733,000 

601,000 

$32,766,250 

$ 385,947 

$ 1,843,581 
636,000 

. 184,000 

$ 2,663,581 

$ 2,000,000 

261 (100%) 
220,000 (100%) 

1,000 (100%) 

$37,815,778 

·$28,275,831 
6,369,000 

785,000 

$35,429,831 

(A) 
(B) 

llll:lunt tepte5ents additional capital contributim by the parent oonpany. .. , , 
'lbe equity as described above is presented in the consolidated income statement m a pre-tax basis in the at0unt<6f 
$4,434,000 for 1980. 'Ibis reflects a 41% federal and state tax rate for ~ld Book Finance, Inc. and World Book Life 
Insurance. 'lhe negative equity of $2,210,310 for Field Enterprises International, Inc. reflects a loss, realized from 
liquidating a forei9J'l affiliate, which has been eliminated in consolidation. For 1979, the pre-tax equity anount was 
$4,662,000, reflecting a 43% federal and state tax effect. 
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COLUMN A 

Classification 

Year erided Noventier 30, 1980: 
Land 
Land inprovements 
Buil('lings .. 
r.easeoold. inprovements 
Machinery and factory·equipnent 
'lbols, patterns,, dies, jigs, etc. 
Fumitute and fixtures 
Transportation equipnent 

· Q?nstruction in .ptogress 
(1, 

Year ended 'NCF.rentier 30, 1979: 
Land 
Land· inprovemel')ts 
Buildings · 
Leasel)C>ld inproveme,!lts 
Machinery and factor¥ equipnent 
'lbols, patterns, dies, jigs, etc. 
Furniture .and·fixtu"Ces · 
Transportation equipnent 
construction in progress 

:,,., 

'·-··:,.,,, .: ... ,,, ..• ,,,,,, .. •-:··:•. 
. ~ - .-

'DIE ~. & FETZER CDIPANY AND SUBSIDIARY roMPANIES 

SCHEOOLE V .;. PROPERI'Y, PLl\Nl' AID EQUIPMEN!' 

for thE! years ended Noventier 30, 1980 and 1979 

.COLUMN B COLUMN C .COLUMN .D 
Balance at 
Beginning Mditioris 
of Period at cost Retirements 

$ 21497,784 $ 188,963 $ 139,446 
697,922 589,730 9,062 

28,098,610 5,94(1,505 70,293 
4,769,090 1, 130,444 179,922 

44,776,520 8,461,121 955,871 
11,355,302 1,816,432 885, 139 
12,474,.584 3,660,157 141, 110. ,, 

" 2,071,221 2,084,760 383,471 
12,507,372 ( 9,229,436) 

$i19,249,405 $14,650,676 $ 2,764,314 

$ 2,261,231 ' $ 244,280 $ 7~727 
668,145 65,395 35,618 

.26,452,598 4,225,698 2,579,686 
3,748,490 1,186,727 166,127 

41,026,057 5,159,,953 1,409,490 
8,660,696 2,886,027 191,421 

10,285,668 2,597,817 408,901 
997,172 1,490,246 416,197 

3,988,232 8,519,140 

$98,088,289 $26,375,283 $ 5,215,167 

F-6 

COLUMN F 
Balance 

at End of 
Period p 

\:. 

$ 2,547,301 
1,278,590 ,, 

33,976,822 
5, 719,612 

52,281,770 
12,286,595 
15,993,631 
3,772,510 
3,277,936 " 

$131,134,767 

$ 2,497, 784 
. 697,922 

28,098,610 
4,769,090 

44,776,520 
11,355,302 
12,474,584 

2,071,221 
12,507,372 

$11!1,248,405 

, ·I 
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THE S'.Drr & FETZER OJMPANY AND SUBSIDIARY CXlMPANIES 

SCHEOOLE VI - ACCUKJLATED DEPREX::IATICN AID l\MJRl'IZATICN OF 
Pl10PERTY, PLAN!' AND ~IPMENT 

COWMN A 

• 

Classification 

Year ended November 30, 1980: 
Land inpmvements 
Buildings 
leasehold inptovements 
Machinery and factory· equipnent 
'lbols, patterns, dies, jigs, etc. 

;.:. Furniture and fixtures 
'I-ransportation equipnent 

Year ended November 30, 1979: 
Land inpmvements 
Buildings 
leasehold inprovements 
Machinery and factory equipnent 
'lbols, patterns, dies, jigs, etc. 
Furnitihre and fixtures 
Transportation equipnent 

for the years ended November 30, 1980 and 1979 

COIIJMN B COWMN C 
l\dditions 

Balance at Charged to 
Beginning Costs and 
of Period Expenses 

$ 408,694 $ 109,032 
9,553,106 1,275,076 
1,4731850 1,261,545 

17,703,085 3,218,286 
6,745,788 1,597,438 
4,248,560 1,325,474 

464,340 235,584 

$40,597,423 $9,022,435 

$ 390,537 $ 53,775 
9,546,093 1,199,398 
1,167 ,064 437,418 

16,667,531 2,084,657 
5,499,393 1,431,590 
2,068,377 '2,444,352 

513,677 289,032 

$35,852,672 $7,940,222 

COLUMN D 

Retirements 

$ 9,062 
18,879 

142,862 
901,687 
765, 745 
97,791 

157,825 

$2,093,851 

$ 35,618 
1,192,385 

130,632 
1,049,103 

185,195 
264,169 
338,369 

$3,195,471 

COLUMN F 

$ 

Balance 
at End of 

Peribd 

508,664 
10,809,303 
2;592,533 

20,019,684 
7,577,481 
5,476,243 

542,099 

$47,526,007 

$ 408,694 
9,553,106 
1,473,850 

17,703,085 
6,745,788 
4,248,560 

464,340 

$40,597,423 

Estimated 
Useful 
Lives 

5-20. Yrs. 
15-40 Yrs. 
I.ease Term 

5-32 Yrs. 
3-10 Yrs. 
5-10 Yrs. 
3-7 Yrs. 

Note: Fully depreciated assets are rennved annually fran the CISSet and acctnnulated depreciation accounts of certain 
divisions. 

Cl 
QC, 
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ii'i'.',; •::{ · •: · ' \ J ·•· '0 '· · ·' ·:,o · ··• .. · • 'mE i:olrT.· & FETZER en.IP.ANY AND sulisnlrARY ~ANIES , · 
~''> > ,, ' · · · ·• ' '' • ~ XI Gt.JJIRANTE~ ClF' SronuTIES OF ~ OJMPANIES "' ';; ·'·>> ' · · - · ' .· · ' NoVeni:Jer, 30, 1980 o ' 
~·:>·> 

'. ' · Name, Of' Isstier of securities 
.Guaranteed By PetSori .Fcir 
which statement is Filed 

I • - - . 

H:>r:ld Bobk Firtance, Inc. , . '· ;. 

!iaort t~rilt ~tes: .·· . 
Field Enterprises Intermitional, Inc. 

·· (unCC)nSOliaatea subsidiary of 
'!he Sa>tt &Fetzer tonpany) 

'Field·F.ducationa1 Enterprises of 
Australasia, Pty. . 

(a>nsolidated Sub$idiary of 
. '!he Sex>tt & Fetzer .Conpany) ·· 

Colulm B 

Title of Issue of 
F.ach Ciass' of' 
Securities 
Guaranteed 

12.125-12.625 notes payable 
11.9375-13. 125 notes payable 
10.UO rote payable 
12~6875-12.75 notes payable 
12.55-17.50 rotes payable 

11..45-14.35% notes payable 

H:1l'E: . eo11.1111lS D, E, an:l.G are oot presented as the information is rot aJl>licable • 

Colunn c 

'Il:>tal Am:>unt 
Guaranteed an:1 
OUtstan:ling 

$ 4,846,946 
5,485,023 
1,877,934 
1,877,936 

103,853 

$ 141191,692 

$ 2,847 ,427 • -
. -. -· . . , - .. I ·. . 

At Ncwe!1iler. 301 1980, '!he SCX>tt .and Fetzer Cbnpany aiXI its oonsolidated subsidiaries maintained a 
guarantee of$3,98Q,936 for a ex>nsolidated fareign ~bsidiary. 
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Coluinn F 

Nature of 
Guarantee 

Principal 
Principal 
Principal 
Principal 
Principal 

Principal 



· CblumllA 

. Description ·•·· 

.· Year ended _; 
Novelltler. 30, I9so. · 

. . AllOwande fat" doubt
·.··· ful acoounts 

· Year ended .., 
'NOvem:ie:r 30 •.. 19?9 

Allawancie for. doubt;.; 
ful accounts · · 

'llJE scdrr & FE'l'ZER CCf.lPANY AND SUB.SIDIARY COOPANIES 
SCHEOOLE XII - WWJATICN AND QUALIFYIN3 ACCOONTS AID RESERVES 

· for the years ended Ndlrerriler 30, 1980 and 1979 · 

Cblumn B COii.um C COlmm D 
Adchtions 

Balance at. 
Beginning of .Period 

·· dicn:ged to oosts Chcn:ged to 
and· expenses .Other Accounts Deductions 

. $10, 724 ,667 $8,586,540 $7, 187, 164 (B) 

$6,071,797 $7,257,J.77 " $1,861,000 (A) 
' ,J 

$4,4G5,307 (Bl 

(A) . Pertains to reserv~ of a oonpany a~ired durin.;J 1979 • 

. (B) write-off of i,inCX)llectible a<:counts, less reooveries. 

.• 

~· . 1 

F-9 

" 

COii.Um E .. • 

Balance. Erx3 
of Period 

$12,124,043 

$10,724,667 

'. 
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Crilumn A 

Item 
. . 

· Year ended NoiTEmier 30, 1980: 

Maintenanc:e. · alld repairs 

Depreciation and aroortizatioo of ·property, · 
· plant and equipnent 

a:ints. · . 

.. J!.dvertisirg 

Tall:es, ol:her than incane ta:~es: 
·Payroll . . .. . . 

a:ial, personal propertY and other 

Year ended N:wember 30, · 1979: 

Maintenanee and repairs 

Depreciation .and· aroortizatioo .of property, 
plant and equipnent 

a:ints 

Advertisin:i 

·Taxes, other than incane taxes: 
Payroll 
Rl;!al, personal property and other 

Column B 
Charged to 

Costs and Expenses 

$ 6,214,507 

$ 9,022,435 

$ 9,072,.948 

•. $10,660,431. 

$ 9,741,260 
'3~271,336 

$13,012,596 

. $ 7 ,019, 707 

$ 7,940,222 

$.7~707,332 

$10,731,195 

$101550,524 
3,319,444 

$13,869.;968 

.AnDunts for item; other than those·reported have been excludee because 
they <m>Uht to less tha11 l% of net sales. · 
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.·REPORT OF ·If'.llEPENOENT CERTIFIED PUBLIC ACOJUNTANTS 

. ~ ' ' 

. TO THE BOARD OF QIRECTORS 
WORLD BOOK FINANCE; INC. 

,'1-· 

We have examined the consolidated balance sheets of World Book Finance, 
Inc. and subsidiary co~any at November :30, 1980 and 1979, and the 

· related consolidated statements of income and retained eamings,, .and 
changes in financial position for the years then ended. Our examinations 
were made in accordance with generally.accepted auditing standards and, 
accordingly, include.d such tests of the accounting reco.rds and .such other 

·. auditing· procedures as we considered necessary in the circumstantes. 

In our .opinion, the f'~riancial statements referred to above present fairly 
the consolidated fina.iicial position of World .Book finance; Inc. at.· 
November :30, 1980 and 1979, the consolidated results of .their operations 
and cllanges in their financial position for the years then ended, in 

.conformity with generally accepted accounting principles applied .on a 
consistent basis. 

Cleveland, Ohio 
~nuary 26, 1981 '_,,, 
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ti\ CONSOLIOATEO BALAl«:E SHEETS 
~-. . . . . . . . I . 

November 30, · 1980 a~d \1979 

1. 

ASSETS 

Cash 
T~orary i:ash. irwestments (Note l) 

. Ccmnercial paper and certificates of 
deposit (Note 1) 

· Finance recei.vables, net of the contract 
reserve .of $36, 377, 856 in 1980 and 
$32,209~438 in 1979 
(Notes 1 and 2). 

Accrued interest receivable 
IXu~ from (to) World Book..;Childcrat't 

Intematidnal, Inc 
Prepaid income taices (Note. !) 

Total assets 

·. LIABILITIES 

Currerit portion of long-term debt (Note 3) 
Accrued. interest and. other expenses · 
Income taxes currently payable· (Note 1) 
Dealers.• reserves 
Uieamed acquisition fee 
Lon~termclebt (Note3) 

Total liabilities 

Contingent liabilities (Note'~) 

SHPAEHOLDERS' EQJITY · .. /l 
O:mmon Stock -. Authorized l,000 shares, 

without par'value, 261 share~ issued 
and outstanding · · 

Additional capital ·. .. 
Retained eamings (Note3) 

' . 

Total sh&xeholde~' equity 

· Total liabilities and shareholders' e1J1ity 

\\ 
;\ 

'·' 

1980 

. $ 4,216,145 
369,000 

·2J,462,381 

75,713,196 
27.8,156. 

(68,720) 
· 441731 

SlQ4,0l4,889 

$ 

.:) 

2,625,000 
l,278,036 -

204,252 
88,513 

6917501000 

7319451801 

1,000 
26,00Q,000 
41068,088 . 

301069,088 

1104. 014. 889 
, - r;:~ 

1979 

$ 4,818,531 
21,639,000 

76, 535, .527 

1,849,117 

$104, 842.175 

$ 2,625,000 
1,452,800 

113,544 

0 

7213751000 
'o) 

7615661344 

1,000 
26,000,000 
. 21274,831 

2812751831 

$1041842.11.5 

•• ·. The"'acc~anying notes are an integral part of the financial statements, 
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,WORLD BOOK FINANCE, It£. 
0 .~·· 

DJNSOLIDATED STATElo£N1'S OF' INa:JME ANO RETAif£D EARNINGS 

.RE\€NUE 

. Fitlllnce revenue 
· interest incane 

FOR THE VEARS ENDED NOVEMBER 30,. 1980 Al'-ll 1979 

• 
1980 

$ 8,274,589 
3,275,2~ 

11,549,853 

1979 
$ 9,597,364 

1,413,252 

11,010,616 

e . . ~XF'ENsES 
' ,,--.· 

• 

• 

• 

• 

• 

Operating . expenses . . . 
Interest ·expense .on 11:1ng-term debt · 

Incane before lrcexne taxes 
Provision for ineane taxes: 

Federal 
State·and local 

Net incane 

· Beginning retained. eamings 

Ending retained earnings I 

812,354 
7,158,333 

7.970.687 

3,579,166 

1,527,590. 
258,319 

' l, 785,909 

1,793,257 

2,274,831 

'!1~§1088 

l74,6n 
7.223,959 

7,398,636 

3,611,980 

l,581,0LS~ 
187.371 . 

1,768,399 

1,843,581 

431,250 

I ~1~741§~1 

. · The accorrpanylng notes are an integral parl of the fir:iancial statements • 

_-:.::• 
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'01,D BOOK FINAt«iE, IIC. 

,, CONSOLIDATED STAT9£NTS OF DiAl'GES IN FINAICIAL FOSITION 
FOR THE YEARS .EtaD NOVEMBER 30, 1980 Af'l) 1979 

sruRCE OF' Fl.H>S 

From Operations: 
Net incane 

Decrease in finance receivables, net of 
contract reserves 

Decrease in accounts receivable 
World Book-Dlildcraft, Il'lt'l, Inc 

Increase in accrued interest .and other 
liabilities 

APF'L.ICATDI OF FOOS 

Increase in cash and short term 
investments 

Increase in accrued interest receivable 
Decrease in federal and state incane taxes 

currently payable 
Redtiction in lorg-term debt 

1980 1979 

$ 1, 793,257. $ 1,843,581 

822,331 19,583,846 

1,917,837 584,313 

118.001 102,131 

I !b§~l.426 a n.11~.§11 

$ 1,589,995 
278,156 

$ 21,760,227 

158,275 353,644 
216251IXXI 

s 41651.426 s n.1131§11 

' 
The acconiianying notes are an integral part of the financial statements. 
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t«JTES TO CXINSOLIDATED F'INAt«:IAL STATEMENTS, Contirued . - 0 ' : . 

" 

15180 1979 
Ille in one year or less ,, , ,_,. 
n:ie after one but not more than 

two years 
DJe after two years 

$ 34,347,816 
~.I 

50,979,599 
26,763,637 

$40,193,983 

44,226,992 
24,323,990 

$112, 091, 952 

The following reflects the ctanges in ·the contract reserve from 
Noventier jQ, 1978 thmugh November JO, 1980: 

Sloe, 744,96~ 

Balarce, November 30, 15178 

lnount:s withtield on purchase of 
cust1J11er obligations 

Defaulted eustoner obligations , 
Reserves returned per operating agreement 

Balarce, November JO, .1979 

Amo\.:nts withheld on plircfiase of 
custaner obligations 

Defaulted custoner obligations 
Reserves returned per operating agreement 

Balarce, November 30, 1980 

Long-Term Debt: 

$ 34,073,018 

12,522,158 
Cl3,094,S60) 
Cl,291,178) 

32,209,438 

17,902,681 
(12,634,263) 
(1,100, 000) 

$3§,377,856 

Long-term debt at November JO, 1980 and 1979 consisted of the 
following: 

lCli Notes - maturities to 1998 
Term loan -111aturities to 1986 

Total !Ong-term debt 

1980 

$ 44, 150,000 
25,000,000 

s §9.750, 000 

1979 

.$ 47,375,000 
25,000,000 

lklder the pr.pvisions of the lCli notes and the term loan agreement, 
the ~any is re(JJired to meet. certain covenants, the major restric
tions of which are: 1) net eligible. assets as defined will not be 
less then lDSll of totalindebtedness (less debt to tlBCI or s &: 'r) 

s 72.375,009 

· thl'OU!t\ 15189; and llm; thereafter; 2) net earnings available for 
fhed charges will n0t be less then 15Clll of fixed charges .. for . .,,Y 
cparter; J) the aggregate. outstanding debt stall not exceed ~· of 
Shareholde~· e(Jlity; 4) stareholders• 8(Jlity will not be less than 

f 67 
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t«lTES TO CONSOl.IDATED fINAt«:IAL STATEMENTS, Q)ntirued 

$25,000,000 and 5) the CDllf)any will not pay or dec!Bre any dividend, 
redeem, purchase or otherwise acquire any shares of its. sta:k unless 
the CU'll.llative lllllOunt of· all such payments does not exceed net 
earnirgs~subse"-'ent to September i. 1978. At November 30, 1980 and 
1979 there were no restrieted retained earnf.rgs for such purposes. 
;:;. 

The l<K notes are payable in al'lll.lal installments of $2,625,000 
beginnii'lg August 31, 1980 .to 1997, inclusive, with a final payment of 

. $2, 7.50, 000 l)n August 31, 1998. ·· 

The term loan of $259000,0IXI .bears interest at 8-3/4'/i th:ro~ August 
31, 1982, at which time, the rate will be adjusted to e!JJal the 
bank's corporate base rate multiplied by 1.12. The loan is payable 
in four eq.:ial anrual principal installments of $6,250,000, conmencing 
Aoaust 31, 1983 th:ro,1.gh AuguSt 31, 1986.. The Conpany has agreed to 
malntain a c~nsat\lng b&lance on deposit of not less 'than 4'/i of the 
total loan amcuit DUtstaiidirg. 

Under a revolvirg credit agreement, WBF'I 111ay borrow, th:ro..gh Ai.Jgust 
31, 1981, a maxinun of $25,000,000. The unsecured notes shall bear 
interest on the lJl1lBid balance e!J.ial to the corparate base rate .of 
interest of a Chieago bank until maturity, at Which time an additional 
rate of 2'l shalJ be charged. The Conpany has agreed to maintain 
CDllf)ensating brh:ances of 1C1' of the urused canmitment isnd an 
additional .,_.on amounts.bor:rowed. tn:ler the agreement. WBF'I is also 
requited to pay a fee of 1/2 of 11 on the tnJsed canmitment • ,, 

Aggregate maturities of lorg-teim debt durirg the five-year period 
November 30, 1981 through t-Evember 30, 1985 are $2,625,000 
$2,625,000, $8,875,000, $8,875,000, and $8,875,000,. respectively. 

Contirgent Uabilities: '('.: .. 

As of November 30, 1980, WBF'I .. has guaranteed $14, 191, 692 of debt 
obligations of an unconsclidated foreign finarce. subsidiary of .WBCI 
and 12,847,427 for debt obligations of a consolidated foreign 
subsidiary of WBCI • 

1,I 
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OESENT OF IR>EPENDl!N.l' CERl'IFIEll PlJBLIC ACCXlJNTANrs 
'l'O IlC)RfORATE Bl!' REFERENCE, IN F01'f S-16 RmISTRATIOO .STATEMml'S 

~ hereby consent to the ·incorporation by i:efez:ence of our xeport dated 
January 26,. 1981 ac:a:inpanying the consolidated financial statements of '!he Scott 
& Fetzer Coapany and subsidiaries ingl.uded in the Annual Report, Form 10-K (SEC 
File No. 1-231) in the Form s,.;16 Il.egistration Statements No. 2-40672, No. 
2-40893, No. 2-42168, No. 2-43599, No. 2-44105, N:>. 2-46262, ~b. 2-48909, N:>. 
2-50140, No. 2..,52112, No. 2-51467, No. 2-57539 and No. 2-.57957 registeriOJ under 
the Securities J\Ct of 1933 Cl:>imu1 Shares of '!he Scott & Fetzer Conpany. 

Cleveland, Chio 
Februa_ry 22, 1981 
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