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'lcocxsuun FARM muzmsm LIMITED

FIVE YEAR SUMMARY OF FINANCIA[ DATA

 (as defermmed from the Company’s Annual Repor’rs}

- Consolidated Profit or Loss
 Profit Per Share ... L

_ Dividends to Shareholders
. (declared)

Current Assefs

,_Z 'Currem Liabilities

Working Capital . ...

Ratio of Current Asse’rsg-:-fo
Current Liabilities ... ...

tong-Term Debt .. i

Land, Buildings & Equipfden?

Accumulated Depreciation

 Gross Expenditure on
Fixed Assets

. Shares Oﬁtstanding

‘ Shareholde{s" Equity:

Share _fiépital )
Earnings Retained :
Capital Si-frp[us e

~ Reserve for Contingencies

Reserve for Inventories ..

Total Equity ... e
Book Vaer per Share

Number of Shareholders .....

1950

1954 1958 1952 1951
1919765  1,145102 2,883,769 2,247,175 2,032,786
- tor 270 2.63 2.38
320,538 1,068,370 534,050 704,946 662,222
35,182,095 37,300,180 33,533,525 23,580,908 21,933,773
10,055,769 9,547,449 10805073  5688,168 4,883,721
25,126,326 27,752,731  22,728/452 17,892,740 17,050,052
35441 B9eI  alil il 451
10,436,632 10,950,135 4,375,000 4,500,000 4,625,000
20,516,459 20,520,378 18,182,275 16,464,895 15,260,129
12,426,599 12,206,746 11,409,440 9,907,016 9,151,446
569,698 2,863,637 1898770 1,630,493 704,996
1,068,460 _1*,'068,46{) 1,068,100 854,480 854,480
10,411,804 10,411,804 10405804 7,735,554 7,735,554
6,600902 9,636,986 9795368 7,509,735  5967,506
1463176  1463,176 1463176 @ 1463176 - 1,463,176
2,500,000 2,500,000 2,500,000 2,500,000 2,500,000

2,250,000 '
23205882 24011966 24,164,348 19208465 17,666,236
214 22.47 2965 9ous 20.67
4,816 4779 4387 . B34

3,566




DIRECTORS’ ANNUAL REPORT

TO THE SHAREHOLDERS

Your Directors present herewith their report on the operations of the Company and its
wholly-owned subsidiaries The Frost and Wood Company Limited, Brantford Coach and
Body Limited and Cockshutt Farm Equipment Incorporated (U.S.) for the year ended
October 31, 1954, together with a consolidated Operating Statement and Balance Sheet
as of that date.

The Company suffered disappointing results in both sales and earnings.

SALES

During the year under review, sales amounted to $30,666,201., which is 38% below
the corresponding figure of $49,456,150. in 1953. The volume in 1954 includes $262,000.
defence work compared with the previous year's figure of $3,456,000.

The reduction in Canadian sales was greater than anticipated, particularly because of
sub-normal crop production and a continuing decline in farm purchasing power in a
year marking transition to replacement buying. Grain production in western Canada is
50% below last year and indications are that 65% of the wheat crop is below milling
quality. The Company was further handicapped in the United States market by the
withdrawal of some of its larger Co-Operative distributors from the implement business.
Last year the Company took over the merchandising operations carried on by these dis-
tributors in Minneapolis and Kansas City, thus increasing to three the number of United
States branches. The building up of these distribution points and others presents diffi-
culties and opportunities. Our sales in overseas markets compared favourably with
the preceding year.

OPERATING RESULTS

After giving effect to a net tax recovery of $1,182,642. the consolidated loss amounted
to $1,919,765. This compares with a profit of $1,145,102. in 1953.

Low production, intensified price competition and heavy introductory expenses in the
establishment of our manufacturing and branch outlets in the United States are the
major causes for our operating loss.

Throughout the organization a vigorous program of expense curtailment is being carried
out. One of the principal moves has been the indefinite suspension of operations at
Smiths Falls following completion of the 1955 production program. This decision was
a difficult one but, in view of the falling off in sales and the adequacy of available
manufacturing capacity at Brantford, it was considered to be in the best interests of
economical manufacture.

DIVIDENDS

Cash dividends totalling $587,653. were paid during the year. This represented a rate
of fifty-five cents per share.



The matter of continuing dividend payments in the face of current conditions was carefully considered
by your Direciors at their meeting on November 5, 1954, and it was decided the best interests of the
Company would be served by omitting such payments until the general snuanon is more favourabie
Your Directors regret the necessity for this action. . -

ACCOUNTS -

During 1954 the Company returned fo its former practice of consigning goods 'rc dealers. In the accounts
this has meant that stocks on hand with dealers, previously carried as receivables, now are classified as
inventory and that the account titled “Deferred Income on Sales to Dealers”, which has appeared in our
statement since 1950, has been discontinued. It will also mean certain achusfm’ents in income taxes
 which should result to the benefit of the Company. Profits on shipmems to dealers heretofore taxable
in the year in which such shipments were made will now be taxable in the year of sale to farmers.

Taxes paid in the past on profits on shipments which had not been converted lm‘o sales to farmers will
be recoverable against future taxes payable.

Bank borrowings at chober 31, 1954 amoumed to $7,511 ?59 This is an mcrease of $2,169,651. over
last year.

Working capﬂai at $25 126 326. shows a decrease from lasf year of $2,626, 405 Elsewhere in this reporr
a statement is shown detall ing the changes in working capital. Current assefs -are 3.5 times current
liabilities.

To consolidate its Balance Sheet presentahon of reserves, the Company has mciuded its Inventory Reserve
under the same general heading as its Contingent Reserve showmg a combmed total under the caphon
of $4,750,000. :

Cap1ta¥ expenditures amcum@d to $569 698. and were for normal replacements only. In making pro--
vision for depreciation, your Directors have taken into account the estimated remaining useful life of the
various assets, the extent to which they have already been depreciated and the degree of utilization
during the year. This computation has resulted in a provision for depreciation of $491,946. for the year,

this amount being approxnmately $400,000. less than would have been prowded had the plants been in

fuli operation. . -

COCKSHUTT AIRCRAFT LIMITED - -

Operations at this whoity owned, non- consolldafed submdnary continue to show sahsfaciory resui:s Ou‘r-
put of aircraft components durmg the year amounted to $3,686,606. on which net earnings of $157,518.
were recorded. The paren’r company fo dafe has not taken up in its accounts any income from this
submdtary - : .

GENERAL . .

Research and Enganeenng have com:nued to foilow an aggresswe program Ti-nere are several major
machines bemg engineered and made ready for production in the coming year. The products of your
Company enjoy a high reputation for their design, quality and workmanship.

We regret to announce the resignation of Mr. R. C. Vaughan from the Board of Directors and we are
pleased to announce that Mr. Grant MacEwan was elected fo fill the vacancy. Mr. MacEwan's broad
experience in the field of agnculture will be most helpful to the Company’s operations.

At the Directors’ meeting on November Sth, Mr. Stuart S. Lee General Manager, was appointed a vice-
president of the Company. -

Labour relations during the past year have been sahsfactory A new contract' for the year ahead is
now bemg negotiated. ~ s

OUTLOOK - . ' :

We feel moderately opnmlsnc about safes prospects in the year ‘ghead. Alfhough the more mportani
fac!ors which indicate trends in customer demand do not point to a recovery of any magnitude in 1955,
- we expect more sales in the coming year both in Canada and the United States. We expect that further
economies in the manufacture of our products will improve the consolidated operating results. In over-
seas markets dollar shorfages and mcnetary restrlcflons commue to be Iummng factors to mcreased
volume.

Your Directors take fh:s opportunity of thanklng Managemem and all those employed in the factory and
offices as well as in the field for their Eoyal co-operation and enthusiastic support during the year.

Ssgneci on behalf of the Board

B_ré'hh‘ord, Ontario, / /

December 21, 1954. . . '_ Presadent and Charrman of the Board.




COCKSHUTT FARM
CONSOLIDATI

AS AT OCTOE

ASSETS

CURRENT ASSETS
Cash in banks and on hand ... ...

Accounts and notes receivable, less
allowance for doubtful accounts ...

Estimated income taxes recoverable ... ... .. P2

Inventories as determined and certified
by responsible officials of the company
and valued at the lower of cost or market ................

Less: Reserve

Total current assets ....................... e e

INVESTMENT IN SUBSIDIARY NOT CONSOLIDATED:
Cockshutt Aircraft Limited (Note 3) ...
DEFERRED CHARGES TO FUTURE OPERATIONS ... .. .
I A N T e e o e S e
LAND, BUILDINGS AND EQUIPMENT (NOTE 4) ...............
Less: Accumulated depreciation ...

Approved on Behalf of the Board

C. GORDON COCKSHUTT

GEORGE A. BAKER Directors

N 0 T E s T 0 T HE FIN A N c 1AL STA "|" E ME N T s which they have already been depreciated and the degree of their
utilization, resulting in a provision for the year of $491,946. which is
1. CONSOLIDATION: approximately $400,000. less than would have been provided under the
The assets, liabilities and earnings of Cockshutt Farm Equipment method of computation for previous years.
Incorporated, a United States Company, have been included in the The inventory reserve of $2,250,000. heretofore deducted from inven-
accompanying consolidated statements on the basis of U.5. $1 = Cana- tories has been reclassified under the caption “Reserves’.
dian $1. At October 31, 1954 the U.S. dollar was at a discount of 34% These changes are more fully explained in the Directors’ Annual Report.

as compared with the Canadian dollar. The net current assets of
Cockshutt Farm Equipment Incorporated included in the consolidated
balance sheet amounted to U.S. $3,570,971. at October 31, 1954. 3. COCKSHUTT AIRCRAFT LIMITED:
The investment of the Company in Cockshutt Aircraft Limited, a wholly-
2. CHANGES IN ACCOUNTING PROCEDURES: owned subsidiary, consists of $100,000. in common shares. Plant and
: : equipment are provided under the capital assistance programme of the
As a result of the change in the form of dealer’s contract under which Department of Defence Production and are owned by the Crown.
shipments to dealers are treated as consignments until sales are effected,
certain important changes in accounting procedures were necessary.
These involved principally the transfer of substantial amounts from 4. LAND, BUILDINGS AND EQUIPMENT:
accounts receivable to inventories. Stated at gross replacement values as appraised by the Canadian
The provision for depreciation for the year has taken into account the Appraisal Company Limited, (Parent Company at November 30, 1934;
estimated remaining useful life of the various assets, the extent to The Frost and Wood Company Limited at August 1, 1912) or at cost.



EQUIPMENT LIMITED
 BALANCE SHEET

31, 1954 AND 1953

LIABILITIES

CURRENT LIABILITIES
Barik |oafs: —: SeeUred ovmmmiiiiinni s iatmms
Accounts payable and accrued charges ... ...
Estimated income taxes payable ... ... ...
Dividendbpayalbler e i s s s
Portion of long-term debt due within
one year (Note 5) ... UL TN
Total current liabilities ... ...
DEFERRED INCOME ON SALES TO DEALERS .. N
PROVISION FOR PAST SERVICE PENSIONS ... .. . .
LONG TERM DEBT (NOTE 5) ... ...
RESERVES:
For inventories . ...
For contingencies ...................cccoociiiiiiiiie

CAPITAL AND UNAPPROPRIATED EARNINGS:

Capital — Authorized — 2,000,000 Common
shares without
nominal or par
value
Issued — 1,068,460 shares ........................
CAPITAL SURPLUS (NOTE 6) ...

EARNINGS RETAINED FOR USE IN THE BUSINESS ,,,,,,,,,,

5. LONG-TERM DEBT: Less: Portion due within one year shown
1954 1953 as a Current Liability:
First Mortgage Bonds Series "A’: First Mortgage Bonds Series “A" ... 125,000 125,000
34 % Serial Bonds to Mature 5% Convertible Sinking Fund Debentures 233,000 227,000
Oct. 1/55 and 56 ... . $ 250,000 $ 375,000 Mortgage Payable ... ... 200,000 —
44 % Sinking Fund Bonds to Mafufe

10,436,632 950,
Oct. 1/65 oo, s 4,000,000 4,000,000 3 3105350,135

$ 4,250,000 $ 4,375,000

6. CAPITAL SURPLUS:

Represents the excess of net assets over book value of investments in
wholly owned subsidiary companies consclidated in these statements.

5% Convertible Sinking Fund Debentures:

To Mature Feb. 1/68 . . 4,767,000 5,000,000
Less: Converted into Common Shares ,,,,,,,,,, — 6,000 7. DmeNDS’D N )
$ 4,767,000  §$ 4,994,000 °‘;"° = - Paid
] er mount o Per  Amount of
Mo;tgas‘;: Paa};a;);;- e . Date Share Dividend Date Share  Dividend
ve Oct. in U.S. Currency Bearing — —_—
Interest at 3% on U.S. $1,500,000. and Dec. 1/53 25¢ 5267115
/500 Jan. 29/54  10c  $106,846  March 1/54 10c 106,846
4% on U.S. $477,632. Principal Repay- i
o o i B tepay April 9/54  .0c 106,846  June 1/54 .10c 106,846
able by Instalments Commencing ¢ r
OCt. 31/55 oo oo $ 1,977,632 § 1,933,135 Aug. 5/54 10 106,846 Sept. 1/54 .10¢ 106,846

Soo0is STl 5005 30c__ $320,538 55c  $587,653



DELOITTE, PLENDER HasKINs & SELLS

GHARTERED ACCOUNTANTS Ff. %y%f West

MONTREAL, TORONTO, WINNIPEG, VANCOUVER fo;qm/(; 7

To the Shareholders,
Cockshutt Farm Eguipment Limited:

We have examined the consolidated balance sheet of Cozkshutt
Farm Equipment Limited and its consolidated subsidlary companies as at
October 31, 1954 and the statements of consolidated earnings and
earnings retained for use in the business for the year ended on that
date and have obtained all the informatlion and explanations we have
required, Our examinatlon included a general review of the accounting
procedures and such tests of accounting records and other supporting
evidence as we considered necessary in the circumstances, The accounts
of Brantford Coach and Sody Limited have been reported upon by other

accountants.

In our opinion, the accompanying consolldated balance sheet
and statements of consolidated earnings and earnings retalned for use
in the business are properly drawn up so a&s to exhiblt a true and
correct view of the state of the affairs of the companies as at
October 31, 1954 and the results of thelr operaticns for the year ended
on that date, according to the best of our informaticn and the
explanations given to us and as shown by the books of the companles

and the audlted accounts of Brantford Coach and Body Limited. The

changes in accounting procedures as indicated in Note 2 of the "Notes

to the Financial Statements" have our approval.

pupsuant to Section 118 of the Companies Act (Canada), we
report that the accounts of Cockshutt Alrcraft Limited showed a profit
for the year ended October 31, 1954 which has not been taken up in the

Delothe Plendr Hashinsrlells

December 18, 1954, Auditors.

attached accounts.




$30,666,201

32,437,407
61,250
6,000
423,095
470,081
491,946
10,657

33,900,436

3,234,235
131,828

3,102,407

1,182,642

1,919,765

9,636,986

795,781

8,841,205

1,919,765
6,921,440

320,538
6,600,902

$49,456,149

44,761,068
61,250
6,000
367,022
485,923
1,055,865
42,234

46,779,362
2,676,787

93,315
2,770,102

1,625,000

1,145,102

9,795,368

175,000
60,114

9,560,254
1,145,102
10,705,356

1,068,370
9,636,986




COCKSHUTT FARM EQUIPMENT LIMITED

STATEMENT SHOWING CHANGES
IN WORKING CAPITAL

for the Year Ended October 31, 1954

INCREASES TO WORKING CAPITAL:

Portion of cost of buildings and equipment allocated
to current operations (depreciation) which did not
require an outlay of funds ... ... .

Proceeds from sale of buildings and equipment,

exclusive of profit included in income
Reclassification of inventory reserve

Decrease in deferred charges ... ... ...

DECREASES TO WORKING CAPITAL:

Loss for the year .

Additions to land, buildings and equipment

Dividends declared

Payments on account of past service pensions

Reduction in long term debt .

Reversion of dealers accounts to consignment basis

Resulting in a decrease in Working Capital of ... ... ...

$ 491,946

301,524
2,250,000

3,930

$3,047,400

$1,919,765
569,698
320,538
77,292
513,503

2,273,079

$5,673,805
. $2,626,405



Dump Body and Hydraulic Hoist Brant Mohawk Stake Semi-Trailer




impse of Cockshutt 1954
PRODUCT ACHIEVEMENT

OCKSHUTT is keenly conscious of the need for technological improve-
c ments in farm equipment to meet the need of increased productivity
on the modern farm of today. In the Cockshutt tradition it has been
a ceaseless aim to develop new and more efficient methods of building
farm implements. Thus, in starting our 116th year, we look forward with
confidence to the future — to the continued importance Cockshutt equip-
ment will play in bringing greater prosperity to farmers throughout the
world. Illustrated are some new models introduced to the Cockshutt line
this year.











