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A!wk 1 REPORT TO SHAREHOLDERS 
C 

The year 1965 was an eventful one for SPACO, INC. As pointed out elsewhere in this report, our sa les  and 
earnings reached another all-time high. Total sa les  of $9,198,981.91 and net earnings of $135,701.03 for 1965 
a s  compared to sa les  of $6,416,712.65 and earnings of $102,625.23 for 1964 are indicative of our growth during 
the past year. ' 

The single most significant event which occurred in 1965 was the award to SPACO of the prime contract for 
support services to the Quality and Reliability Assurance Laboratory of the George C. Marshall Space Flight 
Center. The $7,000,000.00 contract was largely responsible for our increase in personnel to approximately 900 
a t  the close of our fiscal year. 

In July SPACO opened a division in Slidell, Louisiana to provide technical publication services to the 
Mississippi Test  Facility and other contractors in the area. Also during the year SPACO established an electronic 
assembly capability a t  Titusville, Florida to provide support to government agencies and contractors in the 
Cape Kennedy area. 

Our growth in personnel and our expanded facilities have created many challenges and problems which we 
are meeting and solving. It is gratifying to me that our employees have produced a reasonable profit even though 
SPACO was going through a very difficult transition period. 

In the months ahead we intend to build a highly technical engineering department and a more sophisticated 
manufacturing capability in order that we will be in a better competitive position and be of greater service to 
our many government and industry customers. 

I would like to express my appreciation to our employees who made 1965 a success for you, our stockholders. 
We are looking forward to  serving you in the years ahead. 

January 21, 1966 

Huntsville, Alabama 
Respectfully 

President 
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The year 1965 was a year of significant 
expansion for SPACO. Total employment 
increased from 634 to 884 persons, expanding 
the company's organizational structure from 
two Divisions to the following four Divisions: 

Operations Division B Quality and Relia- 
bility Assurance Division Florida Division 
.Mississippi-Louisiana Division. 

The Operations Division, consisting of 
four Departments, provides complete engi- 
neering, manufacturing, field support, and 
quality control services. 

The Engineering Department, employing 
over 150 persons by the end of 1965, is 
staffed with highly versatile engineers, de- 
signers, draftsmen, technicians, and tech- 
nical publications personnel who are familiar 
with government and industrial research, 
design, development, test, and evaluation 
programs. This staff furnishes complimentary 
services to provide SPACO's customers total 
source engineering and manufacturing ser- 
vices which can handle any task from i t s  
conception through training and field 
engineering. 

The Manufacturing Department has made 
an excellent contribution to SPACO's growth. 
This Department provides the most effective 
and economically feasible methods for manu- 
facturing a variety of products. A few of the 
highly specialized services performed by 
this department are the custom manufacture 

of printed circuit boards, the fabrication of 
electronic systems and equipments, and a 
complete, modern machine shop and metal 
fabrication capability. 

To  meet the customer's demands for 
greater accent on quality and reliability, the 
Operations Division formed a Quality and 
Reliability Assurance Department. This new 
Department is responsible for quality and 
reliability engineering a s  well a s  assuring 
the quality and reliability of every product 
produced by the Company. SPACO made 
further manifestation of its quality consci- 
ousness by implementing a company wide 
Zero Defects program. The cooperation of 
a l l  employees was individually pledged to 
ensure that SPACO would continue to be a 
leader in providing quality engineering and 
manufacturing services. 
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COMPARATIVE BALANCE SHEET 
rEMBER 30, 1965 AND 

ASSETS 
Cash .......;........ . . . . . . . . . . . . . . . . .  
Receivables, trade: 

United States Government: 
B i l led (Note 2) ................................... 
Unbilled ....................................... 

Other........................................... 

Inventories, at the lower of specific cost or market: 
Raw materials ..................................... 
Work i n  process and finished goods ....................... 

Prepaid expenses and deferred charges ...................... 
Tota l  current ossets .............................. 

Notes receivable from officers ........................... 
Fixed assets, a t  cast (Note 2): 

Equipment, furniture and fixtures . . . . . . . . . . . . . . .  
Less allowance for depreciation . . . . .  

Leasehold improvements ..... 
Less allowance for amortization . 

Deposits and other assets . . 
LIABILITIES 
Notes payable (Note 2): 

Banks .............. ............ Trade 

Accounts payable: 
Trade .......................................... 
Other .......................................... 

Accrued expenses: 
Salaries and wages . . . . . . . . . . . .  ......................... Other 

Federal and state taxes on income ........ 
Total current l iabi l i t ies ............... 

Long-term portion of notes payable, 
current portion above (Note 2): 

Banks ........................................ 
Trade ........................................ 

STOCKHOLDERS' EQUITY 

Capital stock, no par value; authorized, issued 
and outstanding, 217,500 shares ..................... -. 

Retained earnings, as annexed .......................... 230i392.36 
651,817.36 .................... Less: Treasury stock, 90 shares at cost. 1,080.00 
650,737.36 - 



C O M P A R A T I V E  STATEMENT OF I N C O M E  
A N D  RETAINED E A R N I N G S  
SEPTJ BER 30, 1965 1 

1965 

. . . . . .  . Wet sales . . .  . . . . . . . .  $9,198,981.91 
Post of sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,752,090.06 

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,446,89 1.85 . . . . . . . . . . .  L Selling, general and administrative expenses 1,150,526.92 
Operating prof it . . . . . . . . . . . . . . . . . . . . . . . . . .  296,364.93 

Other deductions: 
Interest expense . . . . . . . . . . . .  . . . . . . .  39,345.58 . . .  

1 1  
. . . m a . . .  Miscellaneous, net (2,28 1.68) 

37,063.90 

. . . . . . . . . . . . . . . . . . . . . . . . . .  Income before taxes 259,301.03 
Provision for federal and state taxes on income ............ 123,600.00 

Net income ................................ 135,701.03 
Retained earnings, beginning of year .......... . . 116,432.33 

252,133.36 
Cash dividend paid, 10 cents per share . . ......... 21,741.00 

Retained earnings, end of year 

1964 (Note 1) 

NOTES to FINANCIAL STATEMENTS 

1. On July 28, 1964, the wholly-owned subsidiary, Genco Tool Company of Alabama, was merged with the Company. 
The statement of income for the year ended September 30, 1964 includes the operations of the subsidiary which 
resulted in a net loss  of $9,949.45 for the period October 1, 1963 through July 28, 1964. The provision for 
taxes on income has  been reduced by approximately $34,000 due to the tax loss  on liquidation. 

2. Fixed asse t s  costing approximately $137,000 and $172,000 and United States Government receivables in the 
approximate amounts of $505,000 and $539,000 for the years 1965 and 1964, respectively, have been pledged 
a s  collateral for notes payable to banks and trade creditors, The long-term portion of notes payable a t  various 
interest rates is due a t  various dates through April 1968. 

3. Depreciation and amortization are included in the statement of income in the amount of $81,470 for 1965 and 
$89,287 for 1964. 

4. The Company is committed on leases for buildings and equipment which expire a t  varying dates in 1966 
through 1969. The amount of annual rental for the year ending September 30, 1966 approximates $354,000 and 
varying amounts thereafter through 1969. The main leases  for buildings and equipment contain options to  
extend the terms for five additional years. 

5. The Company is a party to a Government contract which provides that the Company may earn a potential award 
fee and an estimated amount has been included in the financial statements. The amount of the fee for the s ix  
months ended September 30, 1965 has not been finally determined by the Performance Evaluation Board. 





ENGINEERING 





SPACO continued to advance i ts  proud reputation in the field of engineering and technical services. SPACO's 
ability to provide a total service from concept through training and field engineering was a major factor in the 
success of the engineering organizations. 

A significant display of confidence was made to SPACO's engineering capabilities when the company was 
awarded the single support contract for the Quality and Reliability Assurance Laboratory, NASA. Design of 
complex automatic space vehicle checkout equipment, installation of the equipment, and actual performance of 
checkout of Saturn space vehicles was competently undertaken by the engineering organizations. 

At the SPACO Huntsville facility, research and development was carried out on a variety of programs for 
both governmental and industrial agencies. One such program is the development of a completely automated 
moment of inertia measurement system for calibration of space flight hardware. Another undertaking is the 
simulation of space environment up to 100 miles altitude by means of large vacuum chamber for testing space 
flight components. The research and development of computer controlled automatic checkout systems is s t i l l  
mother such program currently in progress. 

Technical services provided by SPACO range from calibration and repair of electronic equipment to the 
preparation of technical publications and the training of personnel in both professional and technical skills. 

A field service and a quality and reliability assurance capability have been added to further advance the 
total engineering capability offered by SPACO. 

To meet the demands of the top flight engineering capabilities offered by SPACO, approximately 200 engi- 
neers and technicians were added to the personnel force. 

Engineering services have been extended to the missile and aerospace industries of Florida and Louisiana. 
Both of the new Divisions serving these two areas show promise of rapid, stable growth. 

Throughout SPACO's engineering organizations, the quest for engineering excellence and increased compe- 
tence in technical services is continuously pursued. Such a quest is in full harmony with the company's Zero 
Defects Program implemented in the las t  quarter of 1965. Both the shareholders and customers of SPACO, INC. 
are ensured of the company's continued success a s  a leader in the field of engineering and technical services. 



1 MANUFACTURING 1 



~ ~ A L U ' S  manu~acturing service nas experienced 

1 a substantial growth rate in the past two years. The 

manufacturing service is performed in a modern, air- 

conditioned building and presently offers complete 

machine shop services, including welding and sheet 

metal fabrication, and the latest in electrical fabri- 

1 cation services. 

The manufacturing organizations are staffed with 

experienced machinists, welders, sheet metal workers, 

and electrical fabrication specialists. SPACO takes 

pride in providing the high level of manufacturing 

talent necessary to satisfy the special skills required 

and stringent specifications imposed by the aerospace 

industry. The investments made throughout the year 

for equipment and facilities for manufacturing have 

been well repaid. SPACO still boasts of having one of 

the most complete and modem manufacturing organi- 

zations in the southeast. The increased business and 

organizational expansion enjoyed in 1965 attest to 

SPACO's ability to successfully compete in the 

highly competitive field of manufacturing. 

SPACO's leadership in the mmufacturing field is 

receiving widespread recognition. Now, with ~ i v i s i o n s  

in Florida and Louisiana, further expansion of the 

nanufacturing facilities is anticipated. 



SOME OF OUR PRODUCT! 



FACILITY L O C A T I O N S  

HUNTSVILLE, ALABAMA 

TITUSVILLE, FLORIDA 
A 

SLIDELL, LOUISIANA 
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