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To THE STOCKHOLDERS OF
BULOVA WATCH COMPANY, Inc.

On behalf of the Board of Directors, I submit
herewith the Consolidated Balance Sheet of Bulova
Watch Company, Inc. and its subsidiary companies
as of March 31, 1938, and Condensed Statements of
Consolidated Income and Earned Surplus for the twelve
months’ period ended on that date, as well as the
Accountants’ Certificate pertinent to these statements.

It must be gratifying to all stockholders, as it is to
your management, that your Company for the past
fiscal year obtained the largest volume of business in its
history. However, the fact that a substantial percent-
age of the business done by the retail jewelry in-
dustry takes place in the Fall of the year, and, because
of the reduction in volume of business throughout the
country, Bulova distributors carried over a larger
inventory of watches than was normally to be expected.
This had its effect, of course, on the Company’s volume
of sales during the months of January, February, and
March of this year, representing the last quarter of your
Company’s fiscal year. In spite of this condition,
the year’s operations resulted in a net profit of
$2,508,287.86, after deducting Federal and State taxes,
and after making provisions for reserves which  are
believed adequate.

As stated in my report of the previous year,
$2,003,504.63 was needed for the exchange and re-
demption of all outstanding Preferred Stock, including
the payment of accumulated dividends thereon, and
$812,202.50 was required for a dividend payment on
the Common Stock, all of which was done without
recourse to outside financing. Your directors, therefore,
deemed it prudent to retain a part of the earnings
accrued during the year ended March 31, 1938, to
replace, in a measure, the aforementioned payments.
Carrying out this policy, during the year ended March
31, 1938 dividends totaling $1,299,524.00 were paid
on the Common Stock and $1,208,763.86 was added
to Barned Surplus, thus increasing working capital by
this sum. Your directors considered it highly desirable
to retain this amount as additional working capital,
although it entailed the payment of taxes on undis-

tributed profits.

Although the net earnings of the Company, .after
the payment of all Federal taxes, were somewhat below
the amount previously estimated, this decrease was
brought about, in part, as a consequence of the estab-
lishment of additional reserves and year-end adjustments.

In accordance with the suggestion of the New York
Stock Exchange, I am pleased to advise you that your
Company’s commitments for future purchases are not
out of proportion to what it may reasonably expect to
use in the conduct of its business, and it is not antici-
pated that any loss will be sustained in connection
therewith.

The outlook for Fall business is beginning to show
improvement. It is, nevertheless, apparent to your
Officers that your Company will not attain the excel-
lent volume of sales this year experienced by it during
its previous year. Your Officers, however, feel confident
that the well entrenched position of your Company,
both in its industry and among jewelry consumers, will
result in a continuation of the hitherto profitable opera-
tions of the Company, once the currently reviving optim-
ism affecting business generally begins to be felt.

I look forward with optimism to the future and be-
lieve your Company will give a good account of itself
) in its field of activity.

(W ARDE BULOVA,

july 5, 1938. Chairman of the Board.

ACCOUNTANTS’ CERTIFICATE

Burova Warcu Company, INC.

We have made an examination of the consolidated
balance sheet of Bulova Watch Company, Inc. and its
wholly-owned subsidiary companies as at March Bl
1938, and of the related consolidated statements of in-
come and earned surplus for the year ended that date.
In connection therewith, we examined or tested the
accounting and other corporate records of the companies
in a manner and to the extent which we considered
appropriate in view of the systems of internal account-
ing control maintained by them; we also made a general
review of the accounting methods and of the operating
and income accounts, and obtained information and

explanations from officers and employees of the
companies.

The cash, securities, and customers’ notes were veri-
fied by inspection, confirmed, or otherwise satisfactorily
accounted for. The customers’ individual accounts were
reviewed in detail, and ample provision has been made
for possible losses on customers’ notes and accounts.
Customers were not requested to confirm the amounts
owing by them.

The inventories, which are based on physical counts
made by employees of the companies, were verified by
us as to prices and computations, and test-checked as to
quantities. Certificates were obtained from responsible
officials as to the quantities and valuations of the in-
ventories. All inventories are priced at cost or less and
appear to be conservatively stated.

The property accounts and the additions thereto are
stated at cost values and are controlled by a conserva-
tive policy. Depreciation, considered to be adequate
and amounting to $66,470.58, has been provided for
during the current year by charges to operations.

The Federal income tax returns for the years ended
March 31, 1936 and 1937 have been audited during
the year by the Bureau of Internal Revenue and addi-
tional tax liabilities for those years have been set up in
the accompanying statements.  Provision has been made
for the current year’s taxes, and our examination indi-
cated that all known liabilities appear in the consolidated
balance sheet.

In our opinion, based upon such examination, the
accompanying consolidated balance sheet and related
consolidated statements of income and earned surplus,
fairly present, in accordance with accepted principles
of accounting consistently maintained by the companies
during the year under review, the consolidated financial
position at March 31, 1938, and the consolidated results
of their operations for the year ended that date.

FREDERICK WM. GREENFIELD & Co.
Certified Public Accountants

New York, N. Y.
July 1, 1938.
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v
BULOVA WATCH COMPANY, INC.
(Incorporated"-iin New York)
AND WHOLLY OWNED SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEET, MARCH 31, 1938

|

ASSETS EFASBAREASTREESS

CURRENT: I
¥ CURRENT:
©lash¥intbanksr an RO nL amcl iSRS St 5523 L8761
el Al it e e Bank Toanstame S S if $ 653,527.78
Customers: AcconntsERayal] el —— 606,989.54
Notest 5. % 8 5 & iy 4,809,295.49
Az’czims $1 i St | Due to Salesmen ......ooovcc 454,455.46
i Accrued Salaries, Wages, and
Total o $6,507,292.37 Expensesis .= il -t ol e 127,280.46
Less—Reserve for doubt-
ful Notes and Accounts 783,596.86 \ AGCrlled Fllaxess e i T S 791,910.96
NG S e 570/3,695451 Investment Subscription Pay-
i sk by 1 ableX((seetcontral) B st o 250,000.00
thers ,586. . TN
Inventories—at cost or less....... 2,647,137.44 ToTAL CURRENT LIABILITIES ... $2,884,164.20
ToTAL CURRENT ASSETS $8,918,537.18
OTHER ASSETS: & REAL ESTATE MORTGAGES PAYABLE
Allotihacts Cectifitihe Mot 47, i i ((SyvissEErancs i/ 6%) OON00)) BN — 40,515.58
\]i/egrelgf:reﬁa?f tﬁ’gge"}'nzoi SROTAT [UTABIDIGIES M SEEENaE . Sy $2,924,679.78
50% paid (see contra)... $ 500,000.00
Notes Receivable maturing sub- n
sequent to March 31, 1939.. 22,753.82 CAPITAL STOCK AND SURPLUS
Cash Surrender Value of Insur- :
ance Policies on life of Offi- CapiTAL STOCK:
L 106,225.78 Common, without par value:
Due from Bulova Watch Com- y ‘ Authorized —500,000 shares
Panvaliim] tecl S 394,681.78 | Olistanding 524051 sheres
1,023,661.38 l —at declared value ... $2 50N 50
PLANT PROPERTY:
Land and Bmldings_ 3 71,638.44 } (CAPITAL SURELUS . 8% Sk e 1,178,748.50
Mgchinery and Equipment ... 973,748.92 1
Furniture and Fixtures 42,993.48 IBARNEDES URPLISE 8 hl s e 3,595,282.23
Bllotalfls . r S i 1,0 0.84
otal $1,088,380.8 ToTAL CAPITAL STOCK AND SURPLUS ... 7,295,163.23
Less—Reserves for Deprecia- |
T 836,928.76 8 \
Neclh S50al o0 251,452.08 |
i
PREPAID AND DEFERRED CHARGES 26,192.37 e
SCOTATRES 85 5 58 73 8 $10,219,843.01 , ToTAL $10,219,843.01

NOTE A — The Capital Surplus arose out of the transfer from Capital Stock, as approved by the stockholders and in accordance
with the Certificate filed July 29, 1937 in the office of the Secretary of State of the State of New York.

NOTE B — The current assets and all liabilities of subsidiaries‘operating in foreign countries have been converted into U. S.
dollars at the March 31, 1938 prevailing rates of exchange, ‘While the plant properties are stated at the U. S. dollar cost
prevailing at dates of acquisition. 3

y

A

|

S T

S ——————



BULOVA WATCH COMPANY, INC.
and Wholly Owned Subsidiary Companies

CONDENSED CONSOLIDATED STATEMENT OF
INCOME FOR THE YEAR ENDED MARCH 31, 1938

(GROSSFPROEITIER ONOATIRS S - e Uh o $6,976,291.02
SELTINCHEXPENSESS St $2,678,794.35

GENERAL AND ADMINIS-
TRATIVE EXPENSES ..

3,150,646.54

ProriT FROM OPERATIONS (after deducting

depreciation of $66,470.58) ... $3,825,644.48
INcoME CREDITS:

Discounts on Purchases $ 25,793.64

[ntetest M Earned M 24,570.84
50,364.48

GRross INCOME ... $3,876,008.96

INcoME CHARGES:

Discounts allowed Cus-
COIIEES: . ..o G it ST 190794 6169

Provision for doubtful

Notes and Accounts...... 236,434.28

Interest on Loans, etc.... 35,573.99

Loss from foreign ex-

change transactions..... 2,025.00

Excess of premium over
increase in cash sur-
render value of insur-

ance on life of officer 1,992.73

Federal Income and Ex-
cess Profits Taxes (in-
lcluding $129,246.24
Surtax on Undis-

tributed Profits) . 710,802.82

Social Security Taxes... 81,046.99

Other Taxes— State,
City, Capital Stock,
ebCi st W ¥ 172,568.60

1,367,721.10

NEeT INcOME FOR THE YEAR ENDED
IMARGH 8151938 7 s - r SN R $2,508,28'7.86

NOTE — The results of subsidiaries operating in foreign countries have
been converted into U. S. dollars at the March 31, 1938 prevailing
rates of exchange, except that charges for depreciation of plant
properties were computed at the U. 8. dollar cost prevailing at
dates of acquisition.
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BULOVA WATCH COMPANY, INC.
and Wholly Owned Subsidiary Companies

CONSOLIDATED STATEMENT OF EARNED
SURPLUS FOR THE YEAR ENDED
MARCH 31, 1938

BATANGERATSVIARCHESI S0 Sl SEiais $2,417,337.24

Add—Net Income for the
year ended March 31,
BOBIBEE &7 - Sl B st $2,508,287.86

Deduct — Dividends of
$4.00 per share, paid
quarterly—each of $1.00
per share —on 324,881

Sharess - & "SR me Ul 1,299,524.00

Net Amount Transferred

to Earned Surplus 1,208,763.86

$3,626,101.10

Deduct — Additional taxes
for the years ended
March 31, 1936 and

1937 30,818.87

BALANCE AT MARCH 31, 1938 .. $3,595,282.23
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L BULOVA -

| R/7EMGLE " WATCH |

AT THE
_ RIGHT ANGLE

YOU SEE THE
FULL DIAL AT
A GLANCE!

17 jewels

52975

..........

..............

BANKER AMERICAN CLIPPER PRESIDENT
15 jewels 17 jewels 21 jewels
12475 $3373 54950

RONA DEBUTANTE LADY BULOVA PRISCILLA T
Dainty 17 jewels 17 jewels 17 jewels, platinum
accurate Streamlined 4 diamonds . 40 round diamonds |
6 baguette diamonds
9475 537% 14950

»275%



