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1971 marks the tenth year of Bliss &
Laughlin Industries’s continuing
program of diversification, the
results of which are described in
this Annual Report. Today, BLI's
four lines of business are:

e products for home and office
furnishings,

e construction tools and
equipment,

e cold finished steel bars, and

e residential and industrial
land development.
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ANNUAL MEETING

FINANCIAL HIGHLIGHTS 1971 1970

Net sales and rental revenues $109,499,000 $109,167,000
Net income $ 4,740,000 $ 6,348,000
Net income per share $1.67 $2.27
Cash dividends $ 2,838,000 $ 2,794,000
Cash dividends per share $1.00 $1.00
Shareholders’ investment $ 48,610,000 $ 45,821,000
Average shares outstanding 2,833,270 2,789,697
Number of shareholders 6,246 6,209
Number of employees 3,048 3,319

The annual meeting of shareholders of Bliss & Laughlin Industries will be
held at 10:30 A.M., Wednesday, May 3, 1972, at the executive offices,

122 West 22nd Street, Qak Brook, lilinois. You are cordially invited to attend.







TO BLI SHAREHOLDERS

While preparing to write this letter to
you regarding 1971, | was interested
to reread my messages of other years.

Each made an effort at predicting
what the next year was going to be
and, in general, proved accurate in
at least one respect. That one thing
is change. Each year | predicted
change, and this at least proved to be
consistently true.

1971 is no exception. For the year,
our earnings are very gratifying,
considering the spotty economy that
seriously affected two of our
important divisions.

In our caster division, the furniture
business did not recover until late in
the year, and then only modestly.
Fortunately, other units in the Metal
Products Group enjoyed record
breaking volume and earnings, and
they seem embarked upon another
good year in 1972.

The steel industry received a great

deal of national publicity during 1971.

On July 23, five of our steel plants
began a strike which was not solved
by the basic steel agreement of
August 1. A sixth plant struck on
September 22.

Basically, the company has felt that

a fair sharing of the benefits accruing
from a business enterprise is essential
if that business is to continue as a
successful venture, Stockholders,
customers and employees, salaried
and hourly, must share equitably from
their efforts. To this end, the strike
was finally satisfactorily settled at

four plants in November and at a fifth
plant in January, 1972.

The Construction Group enjoyed a
tremendous year, and each participant
in its efforts is hereby congratulated.
From all indications, they will repeat
their success this coming year.

Land Development is now organized
and poised to become a significant
factor in the corporation’s earning
capability in 1972.

Two acquisitions were effected
during 1971, and our diversification
program must continue. lts importance
to the corporation was illustrated
vividly by our sustained earnings
during a year when the steel company
was on strike for so long—operating
at a loss, in fact—and when our
caster business was at such a low ebb.

Looking ahead to 1972, the
economy is improving, albeit slowly,
and while price and wage conlrols

are contrary to the principles on which
our country has been successful, it is
possible they may aid in controlling
inflation. If temporary, they can be
helpful. Qur company will adapt itself
to the circumstances as they develop.

Generally, | am not much given to
looking backward, for | feel that history
is only a foundation on which to build
a future. The decade of the sixties
was such a time for the company.
We have been modestly successful,
| think, in adapting to the changes as
they unfolded. | suggest that the
seventies are going to be a time of
even greater change.

Therefore, once again | predict
change—national and international,
social and economic, corporate and
individual—but | also predict Bliss &
Laughlin Industries will meet the
challenge from whatever quarter, and
with its historic success.

F. J. Robbins
Chairman

E. T. COLLINSWORTH JR. WELCOMED AS BLI PRESIDENT ON FEBRUARY 21, 1972

No stranger to BLI, Even T.
Collinsworth Jr. has been a Director
since 1961, and a leader in the
corporation’s diversification program
that has succeeded in doubling
revenues and tripling earnings during
the past decade.

Since 1964, Mr. Collinsworth has
been an executive of Armour &
Company, most recently Executive
Vice President and a Director, as well
as Vice President—Administration and
Corporate Development for the
parent Greyhound Corporation.

A native of Knoxville, Tennessee,
Mr. Collinsworth has a B.S. in
chemical engineering from the

University of Tennessee and an M.B.A.

from Harvard.




A DECADE
OF DIVERSIFIATION
AND GROWH

An impressive record of growth and
achievement has been written by
Bliss & Laughlin Industries during the
past ten years.

For its first 70 years, Bliss &
Laughlin was a steel company, one of
the country’s leading producers and
distributors of cold-finished steel bars.
Today, BLI is still a leader in steel—
plus a lot more.

The big change began in 1961.
Management was determined to move
BLI into new growth areas and to
achieve above average earnings
growth, Because only modest growth
could be expected from the
cold-finished steel bar business, the
decision was made to diversify.

BLI begin its diversification program
in 1962 by acquiring companies in the
construction tool field, and later in
the furniture hardware field. Since
then, it has expanded in both the
construction and metal products
markets, and more recently has moved
into land development.

Diversification has been good for
Bliss & Laughlin Industries and for the
companies acquired. With BLI capital
and marketing expertise to help them,
these companies have expanded,
some dramatically. And, in spite of
1971, the steel business has also
shown steady growth during the
decade.

The result is a strong company
that's on the leading edge of a
number of growth areas. It's also
better able to weather temporary
setbacks in one or more areas, as
1971 proved.

Diversification has
enabled the company to achieve and
maintain impressive revenues and
earnings levels in a relatively short
period of time, as the “Ten-Year
Financial Review" on Page 16 shows.
BLI management is pledged to a
continuing program of growth—through
internal growth of present BLI
businesses and by conservative
compatible diversification.
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BLI
CONSTRUCTION
GROUP

1971 was an excellent year for the
Construction Group, as a whole.

After a slow first two manths, our
business accelerated in the Spring
and maintained a pace nearly 20%
above 1970 through the rest of
the year.

The hero was housing construction,
which was very strong and helped
produce record years for Ames
drywall taping tool systems, and for
Goldblatt tools and equipment for
the trowel trades.

Waco's scaffolding and shoring
business was affected by the slight
drep in non-residential and
non-building construction.

During 1971, we acquired
Marco Paper Products
Company. Marco is a _3.3-?‘
leading sgppller of 2
construction tapes
for the drywall industry
and fits well with
our Ames and
Goldblatt divisions.
Outlook for 1972,
Residential
construction should
continue strong,
although it could
tail off slightly in the
second half. Add
fo that an expected
resurgence of
commercial and
industrial building,
and 1972 should be
another banner year
for the Construction
Group.

Frank W. Aughnay

Croup Vice President

U Waco scalfolding at werk on refurbishing
of impressive Monument of the Revolution
in Mexico Cily.

O Ames taping tool system and Marco tape
join forces to speed drywall construction.

| Goldblatt trowels and power tools are
choice of concrefe and plastering
contraclors.

Ol Threaded Nails specially tasteners
come in a variety of sizes and shapes.

1 Dyna-Lift mobile crane.
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BLI
METAL PRODUCTS
GROUP

Like the U.S. economy, 1971 proved
to be a tough, uphill year for the
Metal Products Group.

However, by year end, the outlook
was considerably improved. Because
of stronger second half activity, two of
our divisions were actually able to
exceed their 1970 sales and post
record earnings.

A great portion of our total
business is related to industrial
production, and this sector of the
economy showed only modest and
gradual improvement throughout the
year. Nonetheless, most of our
business had firmer backlogs and
higher shipment activity at year's end.

Product-wise, we are stronger than
ever. Doerner chair and furniture
product lines have gained wide
acceptance in the United States and
Canada. Our trim plant, which
struggled with start-up problems in
1971, will make a contribution in 1972.

Our materials handling lines of
casters and wire products have been
augmented by the Nestainer, a
Nestaway innovation that offers
exceptional portability, stackability and
nestability. In electronic packaging,
Tekform has expanded its
standard lines for relays
and integrated circuits.

1972 Qutlook. We
look for a good year.
The strong housing
market is creating
increased demand
for household
furniture and
appliances, two
important market
areas for our
customers. Qur
industrial markets
will be strengthened
by the increased
awareness of cost
reduction
opportunities
through improved
materials handling.

Joseph W. Rose

-7‘( ’Vﬁ'«g

Group Vice President

10

[0 Doerner chair controls and bases
combine with Faultiess casters for
stylish turniture.

[ Faultless decorative hardware accents
the natural-look beauty of Poly-Dyn
cabinels.

U Nestaway coated metal racks add
convenience and durability to today’s
dishwashers.

[l Tekform cases provide positive
protection for microminfature electronic
circuits.
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BLI
STEEL
GROUP

1971 was a difficult year for the
Steel Group.

The sluggishness and uncertainty
that had characterized the 1970
economy carried over into 1971.
Imports also presented some
protlems.

During the Third Quarter, six of cur
eight domestic steel plants went out
on strike. They remained out for more
than three months. By early January,
1972, satisfactory three-year labor
contracts had been reached at five of
the plants, and negotiations were
continuing at the sixth.

How does 1972 look for steel? We're
modestly optimistic. Prima market
indicators—automotive, appliances,
machine tools—appear somewhat
favorable. Thus, we expect some
improvement in demand for cold
finished steel bars,

And, we are in excellent position to
meet the demand. Many of the labor
proklems we had in
1971 are behind us.
Acquisition of a
S-acre site adjacent
lo our Harvey
plant has provided
lower cost storage
and handling of
inventory. Also,
it will enable us
to rearrange
production lines
and equipment
for lower cost
operations.

During 1972, we
shall have in
operation a new
computer-activated
order and inventory
system that will permit
us tc serve customer's
needs better and faster
than ever before.

Eugene G. Sheasby

Group Vice President




O Consistent quality has been the hallmark
of Bliss & Laughlin cold finished steel
bars for over 80 years. Processing includes
removal of iron scale from the purchased
hot rolled bars, followed by careful cold
drawing to exacting size, concentricity and
mechanical property specifications.,
Progressive micrometer readings and
“spark’ tests are two of many quality
control checks employed.

New computer-activated order and
inventory system will begin operation
in 1972,

13
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BLI
LAND
DEVELOPMENT

1971 was a milestone year for BLI
Land Development.

We have four developments in
various stages of maturity, with several
beginning to generate earnings
in 1971.

Addison Industrial Park, located in
a very convenient Chicago suburban
area, aroused considerable interest
during the latter months of 1971.

By year end, a number of sites had
been sold, and several buildings
were under construction.

Turtle Creek, our residential
development that's on choice acreage
just a few miles from Palm Beach,
Florida, has caught the eyes of many
who yearn for a more temperate
climate and of Floridians who long for
“Florida like it used to be.” Many
condominium units are sold and
occupied. Also, a number of homes
are completed on the property
surrounding the golf course,

During 1971, we finished initial
preparation of our Wildwood Ranch
planned community in San Bernardino
County, California. Models will be
erected early in 1972.

Rolling, wooded Carmel Valley, our
other major property in Southern
California, is in the initial slage of
development. Located within the
San Diego city limits and only a mile
from the Pacific Ocean, it will become
a model community with both
residential and commercial areas.

In addition to these four
developments, we are actively
considering several attractive
properties in other areas of the
country.

Frank W. Aughnay

Qj(-u—-‘t’ba—zz——g"‘—‘y

Group Vice President

‘g

Turtle Creek residential development
provides a year-round haven for
fun-and-sun seekers near Palm Beach,
Florida.

O A.S8.D. Corporation is developing planned
communities in San Bernardino County
and San Diego that respect the nalural
beauty of the land.

L Addison Industrial Park offers an ideal
location plus unique lakeside lots to firms
moving into the Chicago area.
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TEN-YEAR
FINANCIAL REVIEW

ANNUAL RESULTS (000 omitted)
Net Sales and Rental Revenue. . .....................
Depreciation and Amortization .. .....................
Incomia Before: Taxes: - ; « « wodlhie fyea Ll r e s

FINANCIAL POSITION (000 omitted)
WOrking:Capital . .. « wodilad S o mB L L bt o
Plant:and Equipment; Net . Ly ol sl o lrieis
Long-Term Notes: Payable .. .a o cevs s e o beitsasn
Mortgage Loans ..aavs o ptiade bt Bt sillin. o el uie )
Convertible Subordinated Debentures . ................
Shareholders® Investment: .. oo somntis ohims aan sn B

FINANCIAL HIGHLIGHTS
EaNIRGE BEr SHATE. 1. . . s @ o eeth o 8 sadskanene wB Uit
Dividends PerShare . ...t

STATISTICS
Average Shares OUISTENAING . « wbibale s bi el s aniiad,
Number of Sharehoelders ... L @b oetie i w3 bl
Number of EMPIOVEES . iaiiis o shebiiuih o loibini s s tate e

(a) Results of Continuing Operations.
(b) Includes Income from and Gain on Sale of Bank Subsidiary.

net income

7 Millions of Dollars

1962 '63 ‘64 ‘65 ‘66 ‘67 ‘6B ‘69 ‘70 1971

1971 1970 1969
$109,499 $109,167 $128,566
3,894 3,728 3,444
8,440 8,761(a) 13,793
3,700 3,900(a) 6,900
4,740 6,348(b) 6,893
2,838 2,794 2,712
$ 26,579 $ 22,529 $ 21,086
28,520 28,742 25,077
13,763 13,765 5,046
11,244 7,224 6,749
7,735 8,821 10,211
48,610 45,821 41,845
$ 1.67 $ 2.27(b) $ 2.52
$ 1.00 $ 1.00 $ 1.00
7.7% 8.0% 10.7%
10.0% 14.5% 17.4%
2,833,270 2,789,697 2,736,163
6,246 6,209 6,090
3,048 3,319 3,286

earnings and dividends per share

3.50 Dollars

B Eernings W Dividends

3.00

1962 '63 ‘64 '65 ‘66 '67 ‘68 69 ‘70 187



1968

$114,061
3,289
11,833
6,100
5,733
2,496

$ 24,586
22,743
5,575

12,531
37,672

$ 220
$ 975
10.4%
16.5%

2,606,588
5,985
2,743

1967

$ 95,112
2,290
9,756
4,650
5,106
2,264

$ 22,332
15,234
6,161

13,983
32,676

$ 2.02
5 .90
10.3%
16.3%

2,520,860

5717
2,428

1966

$105,324
2,143
9,627
4,750
4,877
1,996

$ 18,443
14,545
7,637

29,738

$ 1.93
$ .80
9.1%
17.3%

2,516,544
5,639
2,573

earnings on shareholders’ investment

18 Percent

1962 63 ‘64

‘66 ‘66 '67 ‘68

‘69 ‘70 19M

1965

$ 83,813
1,945
6,796
3,250
3,546
1,617

$ 18,557
12,017
8,094

26,568

$ 1.42
$+.78

8.1%
13.8%

2,495,050
5,787
2,232

income before taxes to revenues

14 Percent

1964

$ 80,748
1,811
6,264
2,968
3,296
1,400

$ 16,025
10,914
4,619

24,744

$2133
$a 073

7.8%
13.7%

2,475,498
6,067
1,936

1963

$ 73,546
1,662
5,060
2597
2,463
1,394

$ 16,124
10,353
5,372

23,220

$ 99
S 78
6.9%
10.8%

2,483,758
6,175
1,926

1962 ‘63 ‘64

‘66 ‘67 ‘68

‘70 1971

1962

$ 711,197
1,271
4,296
2,175
2421
1,392

$ 16,244
9,308
6,127

22,267

$ .85
$ .73
6.0%
9.7%

2,481,426
6,193
1,926
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CONSOLIDATED STATEMENT OF INCOME

For the years ended December 31

Net Sales and Rental Revenue. . ... . i

Costs and Expenses:
Costofsalesandrentals............coiiiiiiiiineiarinais
Selling, general and administrative expenses. . ................
HHErHeXPENSES: NBY i & & v st o0 Sanats 51s o seaeals o S 5 o s

Income:Before INcome TaXeSivasnn & o sasms oo s Sy & 5 vainies 5 o
Provision for Income Taxes (Note 7). ... ... oo o ...

Income from Continuing Operations. « .. vx . v v vwvisie e smvans s i

Income from Bank Subsidiary (acquired and sold in 1970)
less related interest and income taxes. ......................

Income Before Extraordinary ltem. ....... ... ... i

Extraordinary Item—Gain on Sale of Bank Subsidiary,
net of applicable income tax of $280,000.....................

Net Income

Net Income Per Share:
Income from continuing operations
Income from bank subsidiary. . ........ ... . i i,
Income before extraordinaryitem................. .. ... ...,
Extraordinary item ....... .o e e e
Net Income

Fully Diluted Net Income Per Share, assuming conversion of the
Company's convertible subordinated debentures as of the
beginning of the year
Income from continuing operations. . ......... ... . oo,
Incame from bank:subSidiany. ..o s « v 5« o oiniem « o otiase s 5 e
Income before extraordinaryitem. ........ ... .. ... ...
Extraordinary item . ... o e
Net Income

1971

1970

$109,498,887

$ 83,233,177
16,108,926
1,716,580

$101,058,683

$ 8,440,204

3,700,000

$ 4,740,204

$ 4,740,204

$ 4,740,204

$1.67

$1.67

$1.67

$1.54
$1.54

$1.54

$109,167,315

$ 83,172,051
16,262,877
971,084
$100,406,012

$ 8,761,303
3,900,000
$ 4,861,303

787,786

$ 5,649,089

698,802
$ 6,347,891

$1.74
.28

$2.02

25

$2.27

$1.58
.25
$1.83
22
$2.05

The accompanying notes to consolidated financial statements are an integral part of this statement.



CONSOLIDATED BALANCE SHEET

assets

CURRENT ASSETS:
Cash (including certificates of deposit). ...........cciviiniiinnnnen
Receivables; less/IesBIve T slo b s - o i Aot e 5
Inventories, principally at the lower of average cost or market. .........
Erepaid expenses .oiimakns s 00 g e e e IR SIS e
Total'current:assats’ 1o Ed -y oS 8 Sl g e Mol

REALTY (Note 2):
[tapd. and relatedicosts. ol S St o R
RetBiables . e e e, e R
1 R e e e o s e o e e e g

December 31

OTHER ASSETS:
Notes receivable, deferred charges, and investments, at cost (Note 8). . .
Investments in affiliated companies and non-consolidated
stibsidiany (Notedles Tl o o e e e s L T8,
Intangible assets arising from acquisitions ($947,000 being amortized). .
Palents; at costiless amortizationts v - s o o S IRIRRE S LS S0 S mn fare o o

PLANT AND EQUIPMENT, at cost (Note 3):
15521 1 1o MR o G SPAAait e T D T  A
BUIIAINGS. . ..o et o S ARG 08 s o o o R e A o)
Machinery:and equipments. .5 (i e i O e T e .
Equipment rented (0 0IRaESE oot . o e e
Reserves for depreciation® i@ iio . o b e e i e

liabilities
CURRENT LIABILITIES:
Shart=tarm DankElOamE = STt s - viios s o B e e S B s e
Current portion of long-term notes payable. . .................oou.t.
Accounispayablelandiaceried liabilities (. b oond b EEEE Lo oo R LT
Eaderal incomeitaxes - iells Lo TS e Rl S INE SIS UL S
iFotal current-liabiless i-ais.vwclia s Liiellme L f S IC Mg oy e

REALTY (Note 2):
MoOHga0e 10aDST: g o s Tt R
(0] 15 1-] ST R L e e e R RS I s s il ) S e s SN

BEFERREE: FEDERANMING@OMETAXES (Nole 7 .00 SURERERI & (o ot
LONG-TERM NOTES PAYABLE, less current maturities (Note 3)..........

CONVERTIBLE SUBORDINATED DEBENTURES, 5% % due
iINA987 (Notes B and:d) s o al i%e i e LB

SHAREHOLDERS' INVESTMENT (Notes 3, 5 and 6):
Capital stock:
Preferred stock, no par value; authorized 1,000,000 shares;
ho:shares issued @ o5 B JmE i s E T e
Common stock $2.50 par value; authorized 5,000,000 shares;
issued 2,887,797 shares in 1971 and 2,834,898 shares in 1970. .. ..
Additional capital . o5 i e S DS B
RBetdined eammings. . .ohils  Saliasie s Brn e oo di s = S
Treasury stock, at cost, 40,149 shares in 1971 and 32,949 shares in 1970.

1971

$ 3,601,900
13,112,075
26,755,741

874,939

$ 44,344,655

1970

$ 4,523,253
12,715,018
25,949,683

705,505

$ 43,893,459

$ 48,609,726
$101,061,648

$ 16,655,827 $ 9,502,826
780,621 328,601
598,836 399,020

$ 1,109,309 $ 7,858,004

1,806,925 1,638,930
5,778,040 4,678,726
1,467,294 1,610,554

$ 10,161,568 $ 15,781,214
$ 1,402,128 $ 1,398,707
10,520,834 10,752,741
24,787,969 23,197,927
16,167,986 15,686,150
_(24358776)  _(22,208,079)
$ 4,550,000 $ 7,050,000
1,274,545 1,150,029
10,992,251 12,341,442
948,808 822,736

$ 17,765,604 $ 21,364,207

$ 11,243,898 $ 7,224,220
244 229 351,284

$ 11,488,127 $ 1.575,504

$ 1,700,000 $ 1,300,000

$ 13,763,191 $ 13,765,242

$ 7,735,000 $ 8,821,000

$ - e

7,219,491 7,087,245
7,413,526 6,477,849
35,099,750 33,197,930
(1,123,041) (942,241)

$ 98,646,736

The accompanying notes to consolidated financial statements are an integral part of this statement.



CONSOLIDATED STATEMENT
OF CHANGES IN FINANCIAL POSITION

20

For the years ended December 31 1971 1970
SOURCES OF WORKING CAPITAL:
Income before extraordinaryitem . ...... ... ... .. .. .. ... $ 4,740,204 $ 5,649,089
Depreciation (principally straight line) and amortization, not
requiring outlay of working capital in current period.......... 3,893,914 3,727,733
Working capital provided from operations for the period,
exclusive of extraordinaly i em L s i it ol @ sgeesan 5 sEras $ 8,634,118 $ 9,376,822
Extraordinary credit—Gain on sale of bank subsidiary, net of
applicable income tax of $280,000.............. .. ... ..... - 698,802
Sales of notes receivable and investments. .. .................. 6,575,700 —
Sales and retirements of plant and equipment. . ................ 1,266,785 493,653
Increase in long-term notes payable. ........................ 1,203,358 9,975,000
Common stock issued for debenture conversions. . ............ 1,086,000 1,390,000
OINBIN: . ssvirae v ¢ saasemens w o swsmrarars & & daisisis s & TEREHRTE @ odmarcs o 8 g 299,107 582,930
Total provided . ...t e e $19,065,068 $22,517,207
USES OF WORKING CAPITAL:
Realty:
Additionsfo land and related costs. ... .......... ... .. ..... $ 8,502,507 $ 1,881,950
Gostrolreal estatersold ceare st 5 5 s o sk 5 o i (1,349,506) (153,226)
Additions to mortgage loans, net............. .. .. ... ... (4,019,678) (296,281)
(C1TE] e SR . 1y ] O . 200 O D I S T 758,821 592,210
RBalty: N8 « & spmrs = 5 psmimn il to vt o Gl s potar S b, $ 3,892,144 $ 2,024,653
Additions to notes receivable, deferred charges and investments. . — 5,324,539
Increase in intangible assets arising from acquisitions........... 1,114,476 37,492
Additions to plant ‘and equipment. . s o seda s 6 e ¢ o 4,698,056 7,627,950
Payments of long-term notes payable. ....................... 1,205,409 1,255,962
Debenture Conversions . ... ..o 1,086,000 - 1,390,000
Cash divVidends : : ..om oo anien oo oo o 5 & sieisms & o sisaiess 5 4 oo 2,838,384 2,794,494
Purchiase of treastiny StOCK s v v v & o s 8 sieios 5« 5o 180,800 1,058,768
$15,015,269 $21,513,858
Increase in working capital . ....... ... .. . $ 4,049,799 $ 1,003,349
CHANGES CONSIST OF INCREASE (DECREASE) IN:
(G L1 11 i AR o el s o o o il 0 el S S RS $ (921,353) $ 2812,474
Receivables, less reserve . ... 397,057 (1,859,980)
INVEMORIES -« 5 o v sretiovm o o o s o s sostadins o & 5 sxanadass & oo pgotines ¥ 5 oms 806,058 (656,402)
Propaid eXPenSes i a:n s o 7 srees & 55 aarer o 5 o S m i © S eriieT 5 s 169,434 64,223
Inerease INICUENtasSSOtSI. o whetur: o« capmelle o oot o s $ 451,196 $ 360,315
Short-term bank [0aNs .. ...t $(2,500,000) $ 2,550,000
Current portion of long-term notes payable. . .................. 124,516 282,198
Accounts payable and accrued liabilities. . .................... (1,349,191) (1,448,556)
Federalincomelaxes i ; & fevmm s i s i i & Gt s @ s i o e 126,072 (2,026,676)
(Decrease) in current liabilities .. ....... .. ... ... $(3,598,603) $ (643,034)
Increase inworking capital ............ ... ... ... .. $ 4,049,799 $ 1,003,349

The accompanying notes to consolidated financial statements are an integral part of this statement.



CONSOLIDATED STATEMENTS OF ADDITIONAL

CAPITAL AND RETAINED EARNINGS

For the years ended December 31 1971 1970

ADDITIONAL CAPITAL:

Balance at beginningofyear..................

Add (Deduct):

............. $ 6,477,849 $ 5,304,109

Principal amount of convertible debentures in excess of

par value of common stock issued upon conversion (Note 3). . 955,315 1,222,740
ChheriNetei o Sl ieeel TR e de 0T O B e L 0 s (19,638) (49,000)
Balence at Bhc-efyean i ira sl BER s sl TG o100 L $ 7,413,526 $ 6,477,849

RETAINED EARNINGS:

Balance ai beginning o yean Susi e et ie e ool i i $33,197,930 $29,644,533
Add (Deduct)
Neliincamel it a2l g g oyt IR @ L et B g ot 4,740,204 6,347,891
Cash dividends paid ($1.00 per share in 1971 and 1970). ... .. (2,838,384) (2,794,494)
Balance at end of yeariNate B)% 5 f s S mhesn . LS o, $35,099,750 $33,197,930

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

TO THE SHAREHOLDERS AND
BOARD OF DIRECTORS,
BLISS & LAUGHLIN
INDUSTRIES INCORPORATED:

We have examined the consolidated balance
sheet of BLISS & LAUGHLIN INDUSTRIES
INCORPORATED (a Delaware corporation)
AND SUBSIDIARIES as of December 31, 1970,
and December 31, 1971, and the related
consolidated statements of income, additional
capital, retained earnings, and changes in
financial position for the years then ended.
Our examination was made in accordance with
generally accepted auditing standards, and

Chicago, lllinois
February 1, 1972

accordingly included such tests of the
accounting records and such other auditing
procedures as we considered necessary in the
circumstances.

In our opinion, the accompanying
consolidated financial statements present fairly
the financial position of Bliss & Laughlin :
Industries Incorporated and Subsidiaries as of
December 31, 1970, and December 31, 1971,
and the results of their operations and changes
in financial position for the years then ended,
in conformity with generally accepted
accounting principles consistently applied
during the periods.

ARTHUR ANDERSEN & CO.

The accompanying notes to consolidated financial statements are an integral part of these statements
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NOTES TO FINANCIAL STATEMENTS

1. The accompanying consolidated financial
statements include all subsidiaries except BLI
Mortgage Company. Investments in other affiliates and
BLI Mortgage Company are stated at cost plus equity
in undistributed earnings since acquisition.

2. The Company’s realty operations differ from its
other operations in that they carry a higher ratio of
debt to investment and have a business cycle
extending over several years. Accordingly, all the
assets and liabilities of these operations are presented
under separate ''Realty” captions, and the 1970
balance sheet and statement of changes in financial
position have been restated to reflect this
presentation. The Company’s net investment in its
realty operations at December 31, 1971 was
$6,5647,157.

Mortgage Icans are secured by real estate held for
resale. The loans bear various interest rates from
5% to 8Y2%; $3,672,313 of the loans mature in 1972.

3. At year end, long-term notes payable were as
follows:

1971 1970
Term loan, due in 1975 $ 8,419,300 $8,119,300
Obligations applicable to facilities
financed through municipal
industrial revenue bonds,
various interest rates
(4% to 8%2%) 3,938,608 3,496,255
Other with various interest rates
(5% to 8%) 2,679,828 3,299,716
$15,037,736 $14,915,271
Less current maturities (1,274,545) (1,150,029)
$13,763,191 $13,765,242

The above term loan, repayable in 30,000,000
Deutschmarks, was translated into United States
dollar equivalents at the official exchange rate in effect
at the time the loan was made. The Deutschmark
increased in value in relation to the United States
dollar under the floating exchange rate system
adopted in 1971. As a result, the amount of the
liability contingently increased $1,188,000 as of
December 31, 1971 from that amount reported as of

December 31, 1970. This unrealized increase is being
amortized over the remaining life of the term loan and,
accordingly, a charge of $300,000, before Federal
income taxes, has been included in the accompanying
consolidated statement of income for the year ended
December 31, 1971. The term loan has an effective
interest rate of 8.9% before considering the $300,000
annual amortization and other effects of the floating
exchange rate.

The above long-term notes payable have varying
maturities including, in the aggregate, maturities of
$1,157,658 in 1973 and $385,696 in 1974,

The provisions of the loan agreements and the
indenture for the 5% % convertible subordinated
debentures require, among other things, that the
Company restrict the use of funds for the payment of
cash dividends or reacquisition of the Company’s
capital stock. At December 31, 1971, $17,300,000 of
retained earnings was free of such restriction. In
addition, the Company must maintain consolidated
working capital of at least $15,000,000. At
December 31, 1971, consolidated working
capital was $26,579,051.

At December 31, 1971, the Company has reserved
372,518 shares of unissued common stock for
conversion of the debentures. Annual sinking fund
payments of $1,200,000 for redemption of the
debentures are required commencing in 1978, but
may be satisfied by delivering converted or treasury
debentures which amounted to $7,265,000 at
December 31, 1971. The debentures may be called at
any time at prices decreasing from 104.54% of face
value currently to 100% in 1987. At December 31,
1971, debentures in the principal amount of
$1,017,000 were held in the treasury and have been
applied as a reduction of long-term debt.

4. The Company and subsidiaries provide pension
benefits for substantially all employees under various
plans. The provision for pension costs was
$1,321,000 in 1971 ($1,057,000 in 1970) and includes
normal costs and interest on prior service costs.



The Company’s policy is to fund pension costs.
At December 31, 1971, the aggregate total of the
pension funds was in excess of the actuarially
computed value of vested benefits for all plans.

5. The Company issued 52,274 shares of previously
unissued common stock in connection with
conversions of the 5% % convertible subordinated
debentures and acquired 7,200 shares of treasury
stock in 1971.

6. At December 31, 1971, 41,000 unissued shares of
common stock were reserved for issuance upon the
exercise of outstanding stock options at $18.75 per
share, and an additional 108,375 unissued shares
were reserved as of that date for granting additional
options under the Company's qualified stock option
plan. During the year, no options were granted,
options for 625 shares were exercised, and options for
16,375 shares were terminated.

7. Provision for income taxes consists of:

1971 1970
Currently payable $3,450,000 $3,450,000
Less investment credit (150,000)
Deferred (related to depreciation) 400,000 450,000

$3,700,000 $3,900,000

The Company recognizes the entire investment
credit in the year it is claimed.

8. The Company sold with recourse during 1971 a
note receivable of $5,295,543 and is contingently
liable to the holder of the note for that amount at
December 31, 1971. The note is due in varying
installments with a final maturity of December 1, 1980.
The note bears interest at the prime rate and is
secured by a subordinated security interest.

The Company is also contingently liable at
December 31, 1971, as guarantor of short-term bank
loans of $604,533 of its unconsolidated subsidiary,
BLI Mortgage Company.
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