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3oe Hiph Sereet,
Newark, N. J.
April 10, 1930

To the Stockbolders of the
Splitdorf-Bethlehem Electrical Company

I wish to express iny appreciatioe again to the scockholders who were -
prescat, or represented by proxy, ac the stockholders’ mecting an April 1sg, for
the vote of confidence given the Edison management and the words of enconr-
agement contained in the many letters sent to me during the past year.

No wrue appraisal of the resuits of the first year of Edison management can
he made without first reminding ourselves of the conditions 2s chey were poor
tor Jaouary 14th, 1g9zg.

The year 1928 was a disastrous one for the Company:

a) The dnal fgures showed a loss of aver §2,000,000 for che year.,
(b} Finaocial affairs had becoms increasingly #lacming as the year progressed,

{c} Banks and commerciat creditors wers pressing for payment; che Company bad exhaesred
all svenues for further crodic.

() The whole organizativa bath ac te men and equipment had deteriorared, there being no
incrale and linde discipline or layaley l=fe among thc personned by the end of 8.

(&) The produce chemselves bad ot been kept abreast of the cimes in P nf:ngin'migls; and
i

other produces had been zddel, which it aEg:ar:d Yater had no place in the Splidorf
scheme, even if capitz] liad been available to inance them,

Altogether, the siteation, when the crisis came 2nd Thomas 4. Edisor,
Incorpurated was asked ta take over the mansgement, was aot z happy one.

No indictment of the previons management is intended by setting forth the
above. It had irs finunciad toubles which happily, the present managetment
has not had to meer in any such overwhelining degree, due to che assistance
given 1¢ through the treasury of Thomas A. Edison, Incorporated.

When the Edison ma2nagement began fuactioning on January 14th, 1929, we
divided the campaign of recanstruction into thres parts:

1. Fieaprial.
z. Puering the peopercy 2nd produces in shape.

3. Construcove sales and manefacquring effote.




Cbvionsly, no strict lines can be drawn between chese periods, as -’they
were in part, carried along simultancously, bue the work has progressed roughly,
according ta these divisions:

1. Financial L

Thomas A. Edison, Jncorporated has carried most of the financial burden
during the past year with the exception of some bank lines of credit which
have been mrranged. Although it may appear from this statement thatr the
matter was quickly arranged, the {inancial siteation required the exertion of a
large amount of time and energy of those charged with this task. I desire, at
this time to express my appreciation to them for their effors.

2 Opr:mrrz'ﬂg Problems

The first few months of Edison operation were consumed almost wholly in
uying to straighten out tangics, climinate waste, stop leaks, improve the
produce, cffect cconomics 2nd recondition the machieery, dies, tools, cte., so0
that accurate wark conld be produced. Decisions hed to be reached as to what
disposition shoold be made of a nember of prodocts which had been added but
which were showing a grave loss or diluting cBoct.

Some of the items of accomplishmeat from an operating standpoine are ia-
dicared below:

{a) The machinery, rools and equipment, have bren overhauled 2o 2 cevrain exrenc and
sacisfactory [rogress has been made roward producing accuratc work with reaspnable
ecunomy.

{17 Personnet hac heen endrely reocgenized with che resule ther che same work is being
accomplished By 2 mach redueed force aod # lacge cuttailmene in expense. This is
reflecred in the final resalts of the Fezr, whicth are commeated cpon clscwhere in this
repart.

(c} The predoces manufacmeed have been redesigned to mect the standands of comperivion
and for coongmical manofactare. From a condition of beiog helf apologetic for aur
ducts, w;c can now face sales problems with the assurence that ¢umpetition has nothing

cteT €0 O

{d)). Inventorics have been reduced oot anly by liquidacion of ubsolzoe scotk, but thoough betrer
contro] of work o process and an insiscence on the pare of the manapement af 2 higher
raee of rurn-aver.

{) The Rol-Iron busingss which had been showing grave losses, was sald at an excremely
satisf{aceory price and the Insses fram chis business are now ac an end.

{f} Wenolonger pay $4o,000 3 year fur Chicaf,'ﬂ Gales Choarcers bur eocupy premisss costing
$4,000 per yoar with no detriment 1a car seles.

() Losscs in Toronoo have beeo cat by a.l:ls.uduni;f the independent manufacture of Radio in
that place, amel whese losses will be eliminaced in che pear furure when the oew plan af
having distributors rather than having cor own company in Canada, poss inoo effecc

The bulk of the work of the second period, that of putting the property and

products in shape, has been accomplished. It should not be inagined from this
that much docs not emgie to be done. This part of business is never done.
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‘What 1 47 mean is that we are now sufficiently secure in the quality and price
of our product and our ability to manofacture it efhetently to give rezl con-
sideration to the problems of disposing of it to advantage.

3. Sales <

During the early part of 191y, the best thar we could hope ta do was to
persuade customers, which include distributors and ultitate consumers, to have
paticnce and not forsake the ship for the time being. We were able to hold a
grezt many accounts oa this basis. It was no easy rask to make goad the con-
fidence placed inws. Iam happy wo say that today we are 10 much beeeer stand-
ing with most of our trade and customers than ar the beginning of the year.
Dhring the past three or four manths we have even been able to add some new
and important accounts. However, about all that can be said regarding sales
is, as the period in which we have been vigorously going after business is so
short, the performance of 1929 can not be taken as 2 crue indication of what
can be done in this direction.

There 1s included with this repore 2 certified consolidared halance sheer of
the Company and its subsidiaries 25 at December 31se, 1929, and for those of
you who arc interested in more detailed facts and figures there are shown on
subscquent pages, comments an the balance sheer and a fow items of interest
regarding the business.

It will be noeed from the faces 2nd Ggures presenred thar while the Com-
pany’s net worth diminished ahout $2,000,000 in 1928, 1t substaanally held irs
own in 1g9t9. The ner sales for 1929 make it one of the largest years in the
history of the Company, having been 1857 over the preceding year. In addition
to sales assistance, Thomas A. Edisen, Incorporated helped the Splitdodf Com-
panics Aoancially by cancelling a debv of $450,000; also, by purchasing $130,000
worth of the Company's stock at §8.00 per share with the consent of the stock-
holders.

In closing, I wish to stare that 2t no time have the Edison loterests attempred
to inflacnce the guoted price of the Company's stock for "window-dressing™” or
other purposes. | belicve chat the oaly way o make a soock properly worth
more is to make the business worth more and I helieve furcher that barring
unforseen events, and given the oppartunity, the tnen who are now in charge
of the active management of the Company's affairs are on the high road to
aviking the business worth more,

Fzithfully,

CHARLES EDISON,
Presrdens.




GloondRasBonsSlnomery \

ACCOUNTANTS ANT AUDITORS

i

SPLITDCRF-BETHEIRIN KL

=l rOnn Fﬂ'l'l-;ull LAk Md‘ Subﬂidi:
e EEe  — . COYSOLIDATED BALAWCE SHEE:
B E&Eﬁﬁ?“ﬁﬁﬁ' yafier glving effect to releane

in gecordance with sgreems:

ASBS5ETS:

Current assets:

_ _ Currs

Cash in benks and o hand ' ¢ 185,355.56 o

“heppounts receivable, lese resepves 334,751,467 Ao

Inventorles, et the Ilower of A
cost or market 852,899,605

Frepaid inesuranece, rent, etc. 4 4.5 Five

Totsl current amsets 1,407,380.82 e

Capital mozete: . RQ?E:

Land ﬁ 228,743.31 Hlnor

Buildings, moachinaery )
znd synipment 2 2

3.754,696.06 Capi

I2ze, Allowance faor . Aut

depresiation 1,78,870.22 2,206,125 R4 :

Treaaury stock [157.4 shares) . b Capil

. and other gecurities 2497520 BUz

. .
Goeod will and patents 40, D01, 00 i T

£3.£66,482.86

Hotes: Land of the Splitdorf Eleetrical Company is ineluded in t
Decenter 31, 1926, and ite plant at appraised wvalues reviaed t
coat.

The total of net current aspets in relation to the putste
Previded in the indenture under which they were issued,

We heve examined the secounte of SPLITDORP-BETHLEHEM ELED
1929, end we certify that, in our epinien, the abovebalence sh
the compeny =2p at that dote.

Hew York, Mareh 24, 1930,
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S¥LITDORY-BETRIzmne RLECTRICAL CQUPANY
#nd guhaidlarles
COMBOIIDATED BATANGE SHEET; Decembet 31, 1429

after giving effect t¢ releape from indebtednese of $450, 000
in accordence with egrecment dated Janvary 2, 153G

LIABILITIES :
Current liabilitles: -
$ 185,355.56 - Notes payuble $ 225,000.00
334,75L.87 Acecounta payabls 279,879.91
Acerued royalties, wages, interest, ete, 238,601, o5
852,899 45 Total current lisbilitieg 743,480,599
————3E&32i15i Five yeRr 7 per cent. conTertible debenturen,
1,407,380.82 ' dipe Beptember 1, 1932 1,250, 000, 0G
Reserve for coentingencies 139,500, 00
31 Minerity interest in subsidisry companies SR, 874, 00
75 CAFPITAL:
o8 Cepital stocks
. Autherized 300,000, outstanding
22 2,206,125,84 - 212,003,656 sharep, no par yalus §$3. 005,607,102
I Capitel surplna including .
2,9707,.20 - surplus from appraisal 4,970,814 .45
. ' 7,986,511.57
50, 00L.00 1 © ILeap, Jaflelt, net of ’ '
R indebtedneas aanceled 6,511,883.70 _1,474,527.87
$3,666,482.86 $3,666,482.86

trical Company is included in the above zaplital aseets ot appraised values &t
: Bt appraised values reviesed to June 3g, 1525, with subsequent additione rt

igete in relation to the putstanding debenturss ix now lems than the amount
which they were igaued,

e of SPLTTDORF-BETHLENEM ELECTRICAL CCRMPAXY and Subsidiaries ze st Decemben 31,
Ir opinien, ithe abovelalance sheet Falrly reflects tha Tinancial emmditien of

4;2_%;/5%, KT, ;|
b !|
Avcountents and Auditors. f/fmﬁAbL? 1




Comments on the Balance Sheet
and a few
Ttems of Interest Regarding the Business

The balance sheet of the Company shows improvement in nearly every
respect:

(o) Accommrs Payable and Qher Licbititier Dereared.

Among other liabilities which the Edison muanagetnent has cxringuished,
are the following:

Laurencelle & Adler Motes. ). . ... ... ......... %15,000
Badio Corp. of America Notes. ... ... .. 10,000
U. 8 Government Tax Claim. ... .. 11,000
Tormingron Motes Fayable . .. ... . .. ... 40,000
Alvord Noves Payable, . .......ooo.oo .., 11,500

Motes Payable to T. A, Edison, Incorporated. .. 6oo,000
Feol. 00

{3450,000 of the last item represents cancellation of debt.)

(8 Larger Volume of Business on Smafler Tuvencorier.
Sales were increased 1890 over the previous year on smaller inventories.
4=

(c) Carrene Ravio Dmproved.

The ratio of current assets to current liabilities improved from slightly over
1 to 1 at Deceinber 31st, 19:8 0 almost & to 1 at December 3TSL, 1524

(&) Bock Value per Share.

"The book valoe per share was $7.83 on December 31st, 1918 and decreased
to 56.95 per share on December 31st, 1929, Considering the fact thar this, the
first year of Edison management, was necessarily a ““clean-up year”, ic is gratify-
ing to find that che book value of the stock almost held frs own,

(e Ner Woreh.

The net worth, which after deducting valoe of minoriy stockhoeldings in
subsidiary companies was 31,516,000 at December 31st, ro:8, decreased o
F1.474.000 at December 3ist, 1gzg—a decrease of $4z,000. This decrease is
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after interest on debentures of $87,500 and after depreciation deductions of
$228,000 and all charpes and reserves of every name and nature, incleding many
“hang-overs” which will not oecur again, such as:

Ioventory losses, bad dches, crc.

Thus, it will be noted that while the Company's net worch diminished about
$r,000,000 in 1628, it substancially held its own in I3

(f) Bank Loans.

Last year, following the zpoual mecting, Thomas A. Edison, Iecorporared
enahled the Splitdocf Companies to pay off all back loans. Subscquently new
lincs were arranged to enable the Companiss to go oa a cash discounrt basis.
Bank loans totaling $1vo,000 were ousstanding at December 31st, 1929, but
singe thar rime $4o,000 has been paid off voloncarily, leaving only $170,000
today.

(&) Other Suvings Theough Edison Management,

While the savings in cash discounts are considerable they are small in com-
panson with other saviags which Edison management made possible through
permittmg the Splitdorf Companies to use the centralized Scrvice Departinents
of the Edison Industries, such as Treasury, Sccretanal, Traffic, Porchasing,
Persannel, Tax, Legal, Auditing, ecc. Some of the savings are intangible and
some will be cumelative a5 loag 2s the Company continues under Edison man-
agement. An example of a few of the savings follows:

TN e s e e e e e e $1.500
Secretarial, Accounting and Insuranes.. .. ... ... 18,000
Traffic Departmene. .. ... .. ... e 36,500
Purchasing. . .. ... ... . ... . ... .. 2,000
Personnel Departipent. ... ..o ... 10,000
> 15,000
Legal oo . 3,000
Auditing, ... 5,000

Ferooo

We have not, of course, attempred to list above 2 of the savings.




Principal Products
. _ cf_ the |
Splitdorf-Bethlehem Elecerical Company

and Subsidiaries

MAGNETOS
SFARK PLUGS
MOTORS
STARTERS
GENERATORS -
SOCKET WRENCHES
ELECTRICAL EQUIPMENT
RADIO EQUIPMENT

IGNITTON CABLE

o
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