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New Plant Opens . . .

Santa Paula, June 27 WR —
Pacific Electronics will soon open
a new research and manufactur-
ing plant in Aliso canyon near
here, company officials an-
nounced today.

- Applications for employment
at the plant, which will be one
of the largest in Ventura county,
are now being taken. Officials
predict work will be provided for |
more than 300 families. |
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TO OUR SHAREHOLDERS:

During the final quarter of the year 1959 Houston Fearless Corporation underwent a funda-
mental change in policy, program, character, and management. It has been recapitalized, revitalized,
and has embarked on a long-range space age program. Basic to the continuing success of these long-
range plans is our immediate move to broaden and strengthen the new management base of Houston
Fearless, assembling a proper balance of capable business executives, scientists, and engineers.

To clear the way for expansion and new objectives management has concentrated on (a) the
elimination of unprofitable operations, (b) the disposal of obsolete inventory, and (c) the realistic
write-down of unnecessary assets. This was done deliberately and with full realization of its approxi-
mately $1,400,000 adverse effect on the 1959 figures. These are non-recurring items and must be
borne in mind in reading the Combined Profit and Loss Statement, which as a consequence is not
indicative of our 1960 profitable operations. Further, this action increased the company’s Loss
Carry Forward to $1,500,000 which will exempt an equivalent amount of future earnings from federal
income taxes. An added favorable factor is the conversion of the company’s notes and debentures
in an amount of $1,700,000, which together with the effect of the write-offs will reduce yearly
expenses by $200,000. We look forward to a prosperous 1960.

In early September, upon approval of our plan of recapitalization, we began bringing into the
company management personnel with the proven experience and imagination necessary to the
achievement of our long-term objectives. One of the first to join us was Barry J. Shillito. With 18
years’ experience in the electronics and aeronautical industries, he was most recently sales and admin-
istrative head of a major electronics-aircraft company. Mr. Shillito is now executive vice president
and general manager of Houston Fearless Corporation. As previously announced, he becomes presi-
dent of the company in May of this year.

Of particular interest to our shareholders at this time is the acceptance by Lt. Gen. C. S. Irvine,
USAF (Ret.) of our invitation to join the Houston Fearless board of directors. General Irvine before
his retirement last year was Deputy Chief of Staff for Materiel for the United States Air Force.

Under the direction of an enterprising and forceful management, Houston Fearless has already
demonstrated measurable progress in penetrating the vigorous growth fields of advanced military
and industrial electronics. Through acquisitions, and through rapid internal development of our own
technological capabilities, the several divisions of Houston Fearless are now involved in the design,
development, and manufacture of precision equipment used in many of our country’s most advanced
weapons systems. With a major part of the defense dollar now going into communication and support
equipment for these weapons, we have begun a strong program of research and development to
assure Houston Fearless of a broad position in these fields during the ensuing years. Outstanding
scientists have joined us in the past six months, and the results of their efforts have already been
demonstrated in substantial contractual coverage for projects of an advanced military nature,
particularly in the fields of new and unusual communications techniques.

While maintaining our position as the world’s largest manufacturer of precision film processing
systems for both military and industrial use, we have also strengthened our national marketing
offices with outstanding and aggressive sales personnel. In addition, overseas sales outlets are being
activated, with the immediate prospects of added volume from this important source. Recent changes



in the distribution structure of the company will lead to a more efficient and profitable flow of
Houston Fearless products to our customers throughout the world.

Early in our program of reorganization we adopted a major policy of acquisition of sound
companies with demonstrated growth potentials, progressive managements, and vital products
capable of being manufactured and marketed at a profit. In November we acquired just such a
company in Federal Machine of Boston and Newport, N.H. With sales approximating $2,000,000
annually, Federal has a strong potential position in the fields of automated chemical process control
systems, microwave equipment, and precision components for inertial guidance systems. Our new
Federal Division has demonstrated over a period of many years its ability to operate at a profit.
There is every indication that Federal will become even more profitable as it expands as part of the
Houston Fearless complex.

Another company fitting into the growth pattern charted for Houston Fearless is Horkey-Moore
Associates of Torrance, Calif. This outstanding research-engineering-manufacturing company was
acquired shortly before the end of our fiscal year and it has already made valuable contributions
to overall Houston Fearless capabilities in the missile and aerospace fields. Sales of the Horkey-Moore
Division are in the order of $3 million annually and its acquisition has brought to Houston Fearless
one of the most highly respected engineering teams in the United States today.

A field destined to benefit by the full impact of electronic techniques in the immediate future
is that of medicine. Population expansion and a shift in the economics of medical care will result in
a far greater market potential for electronic equipment in our nation’s hospitals, doctors’ offices,
and medical centers. To profitably contribute to this advancement Houston Fearless, in 1959, pur-
chased Western Surgical Company, Ltd., of Los Angeles. Western Surgical, with sales of $7 million
yearly, will constitute our medical-electronic equipment marketing division.

Houston Motion Picture Service of San Diego will be an acquisition of particular significance,
bringing H. W. Houston, one of the founders of our company, back into our organization as vice
president and board member. Products of its San Diego plant include a recently perfected Koda-
chrome film processing machine—now in production—of substantial sales potential. It is one of the
first machines of this type offered to the thousands of ilm finishing houses throughout the country
on a competitive price basis.

During the past six months Houston Fearless Corporation has experienced an unprecedented
expansion. The number of our employees has increased 300 %, facilities have increased 500 %, and
our stockholders have almost doubled to the present 7,128 registered names. It was a period of
marked accomplishment.

Leading economists predict that the next decade will be a period of population growth and tech-
nological change unprecedented in history. Products and processes unknown today will receive
widespread acceptance within a few short years. This will affect our lives, our work, and our leisure
immeasurably. Electronics and nucleonics will play an even greater role. Our country’s space projects
will be costly in time, effort, and money, with consequent growth in budgets. It will therefore be an
age of limitless opportunity for those companies capable of reacting promptly to our country’s needs
with sound products for military and industrial use.

With a pattern of expansion already established and a vigorous management group to assure
its continuance, Houston Fearless Corporation enters the year 1960 a strong and growing company,
ready to assume an increasingly prominent place beside our nation’s other industrial leaders in the
promising decade ahead.

Respectfully,

Alyrad, RNalicd

Chairman of the Board

President



The recently designated HOUSTON FEARLESS DIVISION in Los Angeles, an important part of
the company’s expansion program, during the past six months has centered its activities mainly
on increasing product diversification into the fields of advanced military and industrial electronic
and photographic processing equipment. Shortly after year-end the division expanded its facilities by
taking possession of a modern manufacturing plant adjacent to its present 80,000-square-foot plant.
Primarily this facility will be used in the development and manufacture of communications systems
now in final research stages.

Remote control tracking equipment, designed and manufactured in this division, is now installed
for monitoring Polaris missile firings from the U. S. Navy nuclear submarine George Washington.



Follow-on supply of these systems is expected as the nation’s nuclear submarine fleet grows. A major
contract was received late in the year to supply Houston Fearless astrodomes for instrumentation of
the Army’s drone tracking station near Ft. Huachuca in Arizona. Sale of these units, manufactured

at the division’s Saticoy, California plant, holds much promise in the space age ahead. /Curfehtly

impellers, exotic fuel pumps, extreme pressure storage tanks, and a series of ultra precision rotors for
the Titan, with much of this work now being performed on fully automated machines.

Typical of the more advanced activities within the division this year is a series of information
processing systems, for aerospace reconnaissance work, designed and manufactured for the U. S.
government. First installations indicate that system performance, in both speed and precision, is
superior to expectations.

The Houston Fearless reputation for manufacturing film processing machines of the highest
quality obtainable was further enhanced during the year by even wider acceptance within the armed
services. At the Army’s White Sands Proving Grounds laboratories company field technicians installed
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both color and black and white motion picture film processing machines to permit rapid evaluation
of test results. A major installation of Houston Fearless processing systems was also made at the
Navy’s Pt. Arguello Pacific Missile Range site, with complete instrumentation of this huge facility
not yet finished. Design has been completed and installation begun of a mobile processing system for
the U.S. Defense Atomic Support Agency’s use at its Sandia base near Albuquerque.

With military, industrial, and municipal use of microfilm growing daily, sales potential for the
division’s microfilm processing machines is very encouraging. A large Houston Fearless installation
was made during the year at the Los Angeles County Recorder’s office, which processes more micro-
film every day than any other municipal office in the country, and response to the company’s micro-
film marketing program, recently begun, has been excellent.



Labmaster—the registered name of Houston Fearless film processing machines for industrial
and commercial laboratory use—earned respect throughout the industry for reliability and long
service at a competitive price. Funds expended during the year to introduce new models and modify
existing machines will place the company in an even stronger position in this profitable field.

Proposed inclusion of the Houston Motion Picture Service within this division is of unusual
importance, since the company will for the first time move into the growing film finishing field.
Kodachrome, Kodacolor and Kodacolor print machines will soon be offered to film finishing labora-
tories at a price that should induce many into the color film finishing operation. Preliminary produc-
tion schedules for these machines have already been revised and existing orders assure an encouraging
sales volume for the entire year.

The company’s product group of motion picture and television studio accessories continues in
demand at stations throughout the country and in the motion picture industry. A large Mid-West
television station recently received national publicity with its fully automated studio using Houston
Fearless remote control equipment. With the possibility of reduced studio staffs, more efficient
programming, and drastically reduced operating costs, other television stations have begun to install
this equipment. Modifications of these remote control units are used to position Houston Fearless
microwave parabolas and antenna rotators, manufactured at the Saticoy facility, in microwave
transmission and relay systems throughout the country.

While production activity increased in the division during the final quarter of the year, main
emphasis was placed on building for the future. Engineering staffs were strengthened, numerous
projects were started in the military and industrial communications fields, and the contracts depart-
ment was more than tripled by the addition of experienced personnel from the electronics and related
industries. Rewarding progress was made in all phases of divisional operations and prospects for the
coming year indicate an increased rate of growth, sales, and profits.



The recent acquisition of HORKEY-MOORE ASSOCIATES is a move of utmost importance in
the realization of Houston Fearless growth objectives for the immediate future. This division’s com-
prehensive aerospace capabilities span the areas of electro-mechanical devices, ballistics, pneumatics,
plastic materials, hydraulics, aerospace vehicle sub-system design, and nuclear handling equipment.
The creative versatility of its engineering and development staff—assembled carefully through the
years by Edward Horkey, former chief technical engineer of a major .aircraft manufacturer—is
exemplified by an industry-wide reputation for success in solving difficult design and manufacturing
problems. Its own growth during recent years in sales, personnel, and physical plant, further attests
to an outstanding competence in meeting the technological challenge of the space age.

During the year the Horkey-Moore Division expanded its facilities by moving into a new 14,000
square-foot engineering and manufacturing building, bringing to four the total number of units at its
Torrance, California headquarters. Construction neared completion—with occupancy scheduled for
Spring of this year—on the division’s new plastics manufacturing facility in Torrance. Contracts
covering production of plastic and allied-material end products have already been received, with a
growing volume of work anticipated in both development and manufacturing of molded structures
and high-temperature-resistant components.

Typical of the advanced projects successfully undertaken by Horkey-Moore this year was a
production-run quantity of force ejection missile launchers for the Convair F-106 Delta Dart
interceptor. These titanium units, designed to launch the atomic-tipped Genie missile at supersonic
speeds, are now being delivered to Convair in quantity. Also in production and being delivered at this
time are a series of ground support units for flight-line loading of ammonia in North American
Aviation’s GAM-77 Hound Dog missile. The Hound Dog is an air-to-surface atomic missile for use on
Boeing Aircraft’s B-52G.

Work has recently been completed on a series of bomb and rocket containers for the Norair
Division of Northrop Corporation. These pods will be used on U.S. Navy aircraft. Further contracts
were received last Spring covering the design and manufacture of engine pods for the General Electric
CJ805-23 aft-fan jet engine. These engines will be used to give increased range and speed on the
advanced models of Convair’s 880 jetliner. A similar pod was designed for B-58 test flights on GE’s
J-93 turbo-jet engine.

Advanced manufacturing techniques within the division were responsible for a substantial con-
tract to provide the Autonetics Division of North American Aviation with heat exchangers for use
in their inertial guidance systems. While these systems will guide aircraft, space vehicles, and naval
vessels, the future industrial potential for Horkey-Moore heat exchangers is considered most promising.

In the past year Horkey-Moore has made significant advances in various other technological
and production areas of propellant-actuated devices, ground support equipment, missile sub-systems,
sonde device ejectors, and nuclear engine remote handling equipment. Progress in these activities



was furthered by the division’s extensive environmental testing equipment, with facilities available
for the evaluation of mechanical, electronic, hydraulic, and pneumatic components. Additional funds
were spent during the year to improve these facilities, which now include the most advanced vibra-
tion, explosive, humidity, salt spray, extreme altitude, rain, and sand spraying equipment. Revenues
continue to climb as a result of outside contracting for environmental test work.

Demands for high-engineering-content products of absolute reliability are increasing daily as the
armed services strive to advance and perfect our country’s weapons systems. Establishment of the
Horkey-Moore Division brings to Houston Fearless a far broader capability within the missile and
spacecraft components field. With a proven record of outstanding growth, a vigorous sales staff,
research and development programs of the highest order, ample manufacturing space, and a highly
creative approach to engineering problems, the division’s progress during the coming years is assured.
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Deep within a missile lie the precision components that control its performance. These com-
ponents, with routine tolerances measured in tenths of thousandths of an inch, must function with
absolute reliability to insure overall system effectiveness. FEDERAL MACHINE TOOL, over a period
of years, has earned an industry-wide reputation for manufacturing components of the very highest
order of precision. These components, requiring constant control and rigid inspection procedures
through each step in their manufacture at Federal’s three plants, are today found in many of the
country’s advanced missile systems.

At present Federal is manufacturing four assemblies for Raytheon’s Sparrow III missile, along
with two important hydraulic components for the same system. Prototypes of assemblies for the
Navy’s Airborne Radar Target Simulators have just been completed for Westinghouse Air Arm
Division, with future production awaiting Navy design approval. Federal is also producing at this
time equipment for Raytheon’s very successful Hawk ground-to-air missile for the U.S. Army.

Over a period of many years Federal has manufactured literally hundreds of intricate compo-
nents and assemblies for magnetron power tubes made at Raytheon’s Waltham Power Tube Division.
In a highly competitive field Federal is presently maintaining the highest quality rating given by
Raytheon’s Quality Control Standards. The division also manufactures a series of similar compo-
nents for Sylvania Electric.



Microwave cavities of extremely close tolerances and highly polished silver plated surfaces are
manufactured for Boston’s Laboratory for Electronics, and Federal has long been one of American
Machine and Foundry’s major suppliers of components and sub-assemblies for medical equipment.

The division is also engaged on a continuing basis in the production of four of the most important
components for U. S. Time’s rate gyros. These gyro assemblies, including motor and gimbal housings,
have gained for Federal an outstanding reputation in one of the most difficult manufacturing fields.

Expansion of the Federal Division’s product group during the year has seen the addition of two
new types of equipment with outstanding sales potential. A microwave food processing unit has been
successfully developed that will allow food and meat packing companies to process in a matter of
seconds large quantities of food that previously required hours or days. One of the most recent
successful installations of this unit was at a large Mid-West plant of the Hormel Company.

Further developments have been made on Federal’s series of automated chemical processing
machines. These machines have been integrated into fast moving assembly line operations at such
companies as Electric Auto-Lite and the American Can Company, with a growing potential for this
equipment indicated in the years ahead.

Characteristic of the progress made in the Federal Division this year is a greater emphasis on
research and development activities, wherein major effort has been made in the development of
electronic and electro-mechanical devices, of a proprietary nature, for both industrial and military
use. The division’s research and development program has been scheduled to keep Federal in the
forefront of its industry, and to assure a steady flow of new products for the years ahead.

With Federal an operating division of Houston Fearless Corporation, one of the most significant
results will be an extension throughout the country of its reputation for precision workmanship. Its
marketing force will be augmented by that of Houston Fearless, and 1960 sales are expected to

exceed all previous records.
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Purchase of all the outstanding stock of WESTERN SURGICAL dur
Fearless a closely held company with a forty-year reputation for excell
recent years Western has continued to expand in sales and facilities 1
Schneider, son of Western’s founder.

Last year the company’s sales grew appreciably, due in part to
industrial and educational medical fields. Western’s sales engineers hav
signing and installing complete laboratories in secondary schools, unive

New products were added to its distribution line, particularly in ti
equipment developed in recent years. The continuing trend toward
individual doctors in their own offices has contributed to Western’s s
units are still being reduced in size and cost, bringing their sales potent

In January of 1960 Western was marketing 35,000 different item
surgical products at ten locations.

As Houston Fearless reaches the manufacturing stage with more
equipment, the result should be substantial new business for its Weste
present time, working with a prominent medical electronics research
engineers have made encouraging progress toward perfection of such pr

The hospital construction field is one in which Western Surgical’
very active. A recent trend has been set toward bidding completely eng
and the division’s overall medical experience, coupled with its diverse j
an advanced position. With the new hospital construction rate at its
of divisional activity should grow correspondingly.

There is an immediate demand, both here and abroad, for equ
latest and most efficient medical techniques. The need for engineered,
and research centers will continue to grow.

Houston Fearless, through its Western Surgical Division, will help

bl



HOUSTON FEARLESS CORPORATION

CONSOLIDATED STATEMENT OF INCOME Year ended December 31, 1959

Companies acquired Houston Fearless
(through pooling Corporation
or purchase) by and Houston

Houston Fearless Color Film
during 1959 Laboratories, Inc.,
(Note 1) of California
Sales, less discounts and
allowances .. ... $10,202,340 $ 5,109,870
Operating costs and expenses
Cost of sales......... . 7,893,927 5,180,137
Selling, general and
administrative expenses. 1,650,428 573,621
9,544,355 5,753,758
Operating profit (loss)... . 657,985 ( 643,888)
Interest expense. . ... . R 14,300 134,068
Amortization of cost of purchase
of subsidiaries (Note I). .. . 13,447
Income (loss) before federal
income taxes.... . . . 643,685 ( 791,403)
Provision for federal income
taxes. ... ......... 337,718
Income (loss) including pre-
acquisition earnings of
purchased subsidiaries . . 305,967 ( 791,403)
Preacquisition earnings of
purchased subsidiaries . 40,879
Net income (loss). ...... 265,088 ( 791,403)
Special items:
Write-down of intangible
assets related to discontinued
or unprofitable products:
Engineering and drawings. 335,143
Franchises........ - 60,170
Write-off of notes receivable. . . 82,359
Write-off of goodwill and
organization expense. . 172,503
Federal income tax settlement
for 1947, including interest
and legal fees. ............ 224,849
875,024
Net income (loss) and special
items (Note 1). ......... $ 265,088 $(1,666,427)

Depreciation deducted in above statement $435,250.

See accompanying noles.

Consolidated

$15,312,210

13,074,064
2,224,049
15,298,113
14,097
148,368

13,447

( 147,718)

337,718

( 485,436)

40,879
( 526,315)

335,143
60,170
82,359

172,503

224,849
875,024

$(1,401,339)
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CONSOLIDATED BALANC

ASSETS

Current assels:

Cash....... . R . L .. AU $ 284,187
Accounts receivable, less allowance for doubtful accounts—$96,467
($848,973 pledged) ......... R R 2,662,578
Inventories, at lower of cost or market ($1,176,556 pledged):
Finished products and merchandise purchased for resale. . $1,139,089
Work in process. .. ..  ......... . L . 890,780
Raw materials and parts. . . .. . . . L. 228,695 2,258,564
Prepaid expenses . ..... S B 152,244
Total current assets 5,357,573
Properly, plant and equipment (Note 5):
Accumulated
Cost depreciation Net
Land. . . . $ 132,378 3 — 132,378
Buildings........ AU 702,981 153,005 549,976
Leasehold improvements 88,239 19,704 68,535
Machinery and equipment 1,995,153 1,076,878 918,275
Furniture and fixtures. . 224,121 86,604 137,517
$3,142,872 $1,336,191 1,806,681
Cost of investment in subsidiaries in excess of nel assels al dale of acquisition
(less amoriization $13,447) (Note 1) . .. o . . 524,445
Deferred charges and other assets . R . . .. 120,868

$7,809,567

See accompanying notes.

CONSOLIDATED STATEMENT (

Balances at December 31, 1958 (Nole 1):
Houston Fearless Corporation ... . .......

Excess of investment over equity in net assets of Houston Color Film Laboratories, Inc. of California. .

Houston Fearless Corporation—adjusted . . . . e I .. . R
Western Surgical Supply Company, Ltd. F . T
Horkey-Moore Associates

Consolidated. .

Issue of 196,600 shares for the achIISlthn of all capital stock of Federal Machine Tool Co. of Boston, Inc. and its
afﬁhates(Nolel) . o

Excess of par value of 502,014 shares of capital stock of Houston Fearless Corporation over the stated value of capltal stock
of Western Surglcal Supply Company, Ltd. and Horkey-Moore Associates (Note I) ...... .. o ..

Issue of 109,999 shares and obligation to issue 1,274,288 shares of capital stock of Houston Fearless Corporatlon
for cancellation of indebtedness (Note 2)......... .. . . J e e

Other issues of capital stock (68,840 shares of Houston Fearless Corporation; 4,610 shares of Horkey—Moore Associates
including 1,262 issued as stock dividend prior to date of merger) . ........ .

Cost of treasury shares acquired (72 shares of Western Surgical Supply Company, Ltd.).......... e

Net loss and special items (Note 1). . ... ...

Balances at December 31,1959 . .. . . .  .....

See accompanying noles.



SHEET December 31, 1959

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabililies.

Notes payable to bank, secured by receivables and inventories

Notes payable to bank, unsecured

Notes payable to stockholders .

Accounts payable . .

Federal income taxes

Accrued liabilities. . ..

Current portion of long-term debt

Total current liabilities . .

Long-term debt due afier one year (Note 5).

6% subordinated convertible debentures (Nole 4)
Contingent liabilily (Note 6)
Stockholders’ equily (Notes 1, 2, 3 and 4):

Capita

P
E

, 31 ,» 5,000,00 ares

and ng and 1, 302

edv o
(deficity. ... ... . ... .

See accompanying notes

Capital
stock

$2,027,643

2,027,643
50,000
144,505

2,222,148
196,600
180,369

1,384,287

195,980

$4,179,384

EQUITY Year ended December 31, 1959

Paid-in
surplus

$ 841,695

841,695
43,526
25238

910,459
615,358
180,369)

39,867

$1,385,315

82 es
fo
( 494,418)
(1,646,204)
1,074,484
41,632
( 530,088)

$4,179,384

1,385,315

$ 935,085
194,012
131,692

1,243,324
325,525
390,519
207,470

3,427,627

565,856
359,000

3,457,084
$7,809,567

Total

$1,717,552
( 494,418)

1,223,134
1,168,010
211,375

2,602,519

811,958

1,384,287

15
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NOTES TO FINANCIAL STATEMENTS

Note 1

The consolidated financial statements include the accounts of
Houston Color Film Laboratories, Inc. of California after elimina-
tion of intercompany accounts. The accounts of this 99.46%;,
owned subsidiary had not been consolidated previously in the
Company's financial statements. The $494,418 excess ol the
Company's investment at December 31, 1958 over its equity in
the net assets of Houston Color Film Laboratories, Inc. of
California, as shown by the books of the latter at that date, has
been charged against consolidated earned surplus.

During the year the Company entered into agreements to
acquire all of the outstanding capital stock of Western Surgical
Supply Company, Ltd. and the net assets of Horkey-Moore
Associates, in exchange for 502,014 shares of its own capital
stock. These shares were issued subsequent to December 31, 1959
upon receipt of permits {rom the California Commissioner of
Corporations. These transactions have been accounted for as
“poolings of interests,”” and the accompanying financial state-
ments show the consolidated financial position of all the con-
stituent corporations at December 31, 1959, and the consolidated
results of their operations for the year then ended.

On October 1, 1959 the Company purchased all of the out-
standing capital stock of Federal Machine Tool Co. of Boston,
Inc. and its affiliates, Federal Machine Tool Co., Inc., Meter-
Mix, Inc., and Electronic Processing Equipment Corporation in
exchange for 196,600 shares of its own capital stock. The fair
value of these shares exceeded the book amount of the net assets
of the companies acquired by $537,892, which amount is being
amortized by annual charges against consolidated income over a
ten year period.

Federal Machine Tool Company of Boston, Inc. was incor-
porated October 1, 1959, prior to which time it was a partnership.
The accompanying consolidated statement of income includes
operations of this company for the three months ended December
31, 1959 (subsequent to its incorporation). If the predecessor
partnership had been incorporated for the entire year, consoli-
dated sales would have increased $1,086,000 and consolidated loss
before deducting preacquisition earnings of purchased subsidiaries

would have decreased $55,000 (after giving effect to pro forma
allowances for officers’ salaries and federal income taxes).

Nole 2

During the year the Company entered into an agreement which
provided for the liquidation of indebtedness in the amount of
$1,384,287 due an officer and stockholder by the issuance of
capital stock at the ratio of one share of stock for each dollar ol
principal and accrued interest. All of this indebtedness had been
so liquidated at March 25, 1960. In the accompanying balance
sheet, $1,274,288 of debt liquidated subsequent to December 31,
1959 has been classified as capital stock and the obligation toissue
shares therefor has been recorded.

Noite 3

At December 31, 1959, 140,000 shares of capital stock were
reserved for options to employees and options were outstanding
on all of these shares. During the year, options on 100 shares were
exercised for a total price of $712.

Note 4

The 6% subordinated, convertible debentures have been called
for redemption on or before May 1, 1960, but may be converted
to capital stock prior to that date at the rate of one share of
stock for each $1.25 of indebtedness. During the first quarter of
1960, $18,775 of the debentures were converted to 15,020 shares
of capital stock. This resulted in an increase in capital stock of
$15,020 and in paid-in surplus of $3,755.
Nole 5

The long-term debt consists ol various notes and contracts
bearing interest at rates of from four to six and one-half percent
per annum. The debt matures approximately as follows: 1961 —
$178,000; 1962—$142,000; 1963 —$88,000; 1964—$69,000; 1965—
$51,000 and $6,500 annually therealter through 1971. Substan-
tially all of the property, plant and equipment has been pledged
to secure these liabilities.
Note 6

The Company was contingently liable at December 31, 1959
as guarantor of $2,254,000 of customers’ notes receivable sold
with recourse.

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

ARTHUR YOUNG & COMPANY

CERTIFIED PuBLIC ACCOUNTANTS

The Board of Directors and Stockholders
Houston Fearless Corporation

We have examined the accompanying consolidated
balance sheet of Houston Fearless Corporation at Decem-
ber 31, 1959 and the related consolidated statements of
income and stockholders’ equity for the year then ended.
Our examination was made in accordance with generally
accepted auditing standards, and accordingly included
such tests of the accounting records and such other audit-
ing procedures as we considered necessary in the circum-
stances, except as described in the following paragraph.

During the year the Company acquired Horkey-Moore
Associates, Western Surgical Supply Company, Ltd. and
Federal Machine Tool Company of Boston, Inc. and its
affiliates, Federal Machine Tool Co., Inc., Meter-Mix,
Inc. and Electronic Processing Equipment Corporation
(see Note 1 to financial statements). Inasmuch as we
were not the auditors for any of these companies at

612 SOUTH FLOWER STREET
Los ANGELES |7

March 31, 1960

December 31, 1958, we were not in a position to observe
the physical taking of inventories at the beginning of the
vear and we were unable to satisfy ourselves as to the
substantial accuracy thereof by other auditing procedures.

In our opinion, the consolidated balance sheet presents
fairly the consolidated financial position of Houston
Fearless Corporation at December 31, 1959 in conformity
with generally accepted accounting principles. As de-
scribed in the preceding paragraph, we did not examine
the acquired companies’ financial statements at
December 31, 1958 and were unable to satisfy ourselves
as to the correctness of a material portion of the consoli-
dated inventories at the beginning of the year; accord-
ingly, we do not express an opinion on the consolidated
results of the operations for the year ended December
31, 1959.

DESIGN BY ART DIRECTIC






uny 'Billiwhack wasps

ear a ta a la

Billiwhack Stock Farm will
be buzzin’ again.

Canaan hires help as
needed (- brawn, not
brains’’) but right now he’s
a one-man crew The sec-
ond generation - of Billi-
whack. wasps will be hatch-
ed in a few weeks.

The wasps will be used
for biological control of
crop pests which up to now
have peen repelied with
DDT and other hard”
pesticides, now outlawed in
a drive to preserve a clean
environment.

By Wally Smith

Former astro\nau_t Scott
seems to have
where August

Integrated the word
used in the firm’s name —
has been bandied about in
agricultural circles ever
since DDT came under at-
tack by the late Rachel
Carson and other dedicated

Equipment now is being
dismantied by Mel Canaan,
manager of an Integrated
Biological Control Corp
program launched a few
weeks ago Dy Carpenter
and co-owner C U. ~Bud”

Allen. ecologists. It has nothing to
-Qur first season nas do with race but refers to a
ended,’ Allen says. He combination assault on crop

pests: bugs and chemicals.

- Beneficial insects have
been used in pest control in
Ventura County for dec-
ades, but their use is being
spurred as ‘‘nard” pesti-
cides are panned.

won’t reveal the number of
wasps he and Carpenter
have natched so far, but
ine venture obviously has
been a success.

After a short -dormant”
period to avoid moth scale,

A-10 Sun., Sept. 10, 1972
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Scott Carpenter

Carpenter disclosed re-
cenily he pianned to breed
and sell two million tiny
wasps at Biiliwhack Stock
Farm by the end of this
year. Just how many of
ihese insects (known to en-
tomologists as trichogram-
ma) batched out during the
past few weeks is, accord-
ing to Allen, a trade secret.

The Ventura

The wasps lay their
eggs n the eggs of harmful
insecis. Their larvae tnen
eai the nuirients in the
crop pests’ eggs, and they
don’t haich.

The cards of eggs sell at:

$12.50 each. Within 10 days,

the wasp eggs (inside the
moth eggs) haich. Farmers
cut them into one-inch
squares and place them in
their fields. About an hour
after the wasps haich, the
females are laying eggs
again — as many as 30 in
the egg of one harmful in-
sect.

— nogNoe AR = =z g Q
Sz ZgERgR8PPE LEYER e
mmw==’voﬁ-°‘< 3 o ’qx;a gv-s 3
2 EQ ® = gﬁ:m‘omv > o©
=N g ogoé =—wWEQ =y
E @s»R8_9ox23,E°" g 95g5¢ _§5
EE28E Su2B,E 0B 585,
R ivEEiSEo..BZ 58 SE-°Eg
SpRPR3 _SEFE S Qa8 ERg_ o8
o~ I ._.i(baoﬁ: Xo @ =] b3
= o e = ) 1Y) =4 n £ u © =
= mg(’“’o‘”“’.co - S ._..%,O'—‘_.
SEESReipiisl. SaplEii:
SR I Z e+ w [=8 ¢
™ E = o oS R 35 2S¢
58 S 285%°gm88 e & =
B A EmPAHeBEL g2
=3 = foc] = » Qo < .ﬁ\.gl:rx ;@ Q‘ v
o 8 F P anoa” e 77l =
< QE TR0 m e e R = g
o &5 ;T?a?mmgp&“:?Jz o
)

Carpenter says most
insectaries are "mom ’'n’
pop’’ operations, quite

localized, and this has been
true of those i1 Ventura
County. Carpenter and
Ailen nave plans lor a large
bug-breeding company.

One probiem has Dpeen
the accumulation of dead
moths (25 to 30 pounds a
day) bui Allen siys they're
almost solid protin, so the
firm plans a fish food side-
line

The boll worm and cod-
diing moth, seriois pests to
walnut and cotio growers
of the San Joaqin Valiey,
are tne prime argeis of
IBC’s wasps so fa’

Billiwhack premises
have given rise to some
-outiandish  stoles since
August Rubel noved to
Ventura County 50 years
ago. And many oithem are
true.

Milking stalle in the
eight nuge concete struc-
wres have expasive iile
fioors an indcation of
ine money lavshed by
Rubei, a Swiss ibino, on

County (Calif.) Star-Free Press
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his dairy enterprise from

, 1923 to 1929, when the stock

market crash brought the
venture to an abrupt end.

Cows never had it so
good.

The young Harvard
graduate came west on the
spur of the moment with
his bride, Mary Colgate,
and stepped from the
steamer Ecuador onto Cali-
fornia soil in San Francis-
co. A brand new Wills St.
Claire, bought at a Madison
Square Garden auto show,
was damaged in transit, so
he picked up anotner at a
Van Ness Street showroom
and headed for Ventura
County.

An old Army buddy,
Jonn Fitzpatrick, lived in
Saticoy. Rubel learned that
the Billiwhack Ranch in
Aliso Canyon was for sale,
so he bought 464 acres for
$97,000 from Harvey Marri-
ott, Abe Hobson and Ike
Browne

Most of. this prime farm-
land is now in\ citrus, but
Rubel had visions of a
prizewinning dairy farm
He bought 100 head of pure-
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