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REPORT FROM THE PRESIDENT
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creased sales in nearly all divisions, we developed new businesses

in house, and, importantly, we grew through acquisition to
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Kaman during the past year we have had more than our reasonable
share. This reflects the confidence Kaman Corporation has come to

to launch into new areas. Especially we will seek to explore and
develop those areas where Kaman's advanced technology gives us
the capability to move faster and with more certainty.

Three major moves now enable us 1o undertake an aggressive
acquisition program—1) Our name change, 2) restructuring of the
company into five major business groups: Aerospace, General Avia-
tion, Science & Technology, Special Products, Music, and 3) the
authorization of additional Class A and B common stock and a
serinlized preferred stock. This program will continue and will
afford us entry in new markets, providing broader stability and
growth opportunity to all of our businesses.




Four major new product lines were brought to market in
1967 —candy packing machines, aircraft galley and food handling
systems, KAcarb seif-lubricating bearings, and an exciting new
line of electric guitars and amplifiers. All have met with an excel-
lent initial response, and ail hold great promise.

Increased sales required enlarged and improved facilities. For
the first time, we exceeded a million square feet of production floor
space. We expanded our Aircraft Division facilities at Moosup
and Windsor Locks, and added facilities in Windsor and Danielson
in Connecticut. Kaman Instruments in Austin, Texas, and Kaman
AviDyne in Burlington, Mass. both moved into larger, more effi-
cient buildings, and AirKaman, Inc, doubled its space at Bradley
International Airport. Kaman Nuclear added a 30,000 square foot
office wing. Two of Kaman's newest businesses—Automation
Machinery Division, Rocky Hill, Conn., and Ovation Instruments
Division, New Hartford, Conn.,—began production in newly leased
plants during the year.

Traditionally, a large percentage of Kaman employees are
trained and experienced in the technical/scientific disciplines, and
this asset keeps us on the cutting edge of nmew technologies. Our
scientists, engineers and researchers continue a reputation for ex-
cellence and creativity,. Kaman Nuclear, for example, was selected
for two of the 100 Industrial Research awards made for the most
significant technical advances of the year. Qur record in this award
competition places Kaman among the first 12 technology-based
companies in the world—an especially outstanding accomplishment
relative to our size.

In our Aircraft Division we streamlined our production man-
agement structure in order to improve our responsiveness to the
needs of our customers and our relative position within this highly
competitive field. We received additional contracts from the U.S.
Navy to convert UH-2 SEASPRITE helicopters to a twin-engine
configuration designated UH-2C, made deliveries of the first UH-
2C’s, and established a production line for the program. We expect
it 10 continue for some time. Production of a limited quantity of
HH-43 HUSKIE helicopters for Iran was begun in 1967 and will
continue into 1968.
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Our selective search and evaluation of companies for acquisi-
tion included a great many, some of which we continue to analyze.
Broad recognition by others of acquisition as a means of accel-
erated corporate growth has made this job even more critical, but
we are doing very well. By the end of 1967 we had firm agree-
ments for acquisition of three different companies. These were
consummated just after the first of this year. Two of these are major
musical instruments distributors in the eleven western states they
cover—Coast Wholesale Music Company of Los Angeles, and
Coast Wholesale Music Company of San Francisco. They, together
with our Ovation Instruments Division, make up Kaman's newest
group, Music.

January of this year also saw the addition of a second general
aviation business to the Kaman family. We acquired the assets of
Duncan Aviation and Duncan Beechcraft—a fixed base, general
aviation business in Omaha, Nebraska. Organized as AirKaman of
Omaha, Inc., the new enterprise will function as part of Air-
Kaman, Inc., our wholly owned subsidiary and fixed base operator
at Bradley International Airport, Windsor Locks, Conn. Air-
Kaman of Omaha is a Beechcraft distributor in four midwestern
states and has compiete electronic and engine overhaul facilities
for business aviation. This move gives us an enhanced opportunity
in the fast-paced general aviation market.

Over the past years we have seen remarkable growth in em-
ployment, facilities, earnings and equity. We are confident it will
continue. _

Kaman Corporation is people. The most important factor in
our growth has been the demonstrated capability of our people to
rise to new challenges, meet them, and go on from them. Their
devotion and dedication to our common goals is a source of
strength and inspiration to all of us.

The invaluable support given 1o Kaman by our employees,
customers, community and stockholders is a reflection of the con-
fidence we have enjoyed. We continue to welcome that support
and confidence for the years ahead when the problems and de-
cisions, opportunities and challenges will be even greater than

in 1967.




THE YEAR 1967

It has been & most successful year. Highlights of operations
are shown in the frontispiece of this report. Complete financial
resuits are detailed starting on page thirteen.

Management has continued its program to build the company
through market-oriented business groups. This program has been
further strengthened by the establishment of a separate Corporate
Headquarters staff rendering financial, marketing and planning
support to the five business groups, and through them to our nine
divisions and four subsidiaries.

The business groups—Aerospace, Science & Technology,
General Aviation, Special Products, and Music—with their own
cohesive internal structure and serving special markets, operate
as independent business entities. Corporate Headquarters provides
direction and advice in matters outside their normal business en-
vironment,

Each of the business groups represents a distinct field of ac-
tivity and a meeting point between the talents of our people and
special growth opportunities. We project these ficlds to exceed the
national rate of growth by healthy margins. Our corporate goal is
to become leaders in these chosen areas.

A typical instance is the corporate program to put the com-
pany in the nuclear energy field. Working closely with the staff of
the Nuclear Division, company officials have recruited additional
for the new, combined team. We are now poised to broaden our
base in the nuclear business.

Along with guiding the growth and development of the busi-
ness groups, Headquarters staff analyzes new areas of opportunity
and evaluaies the establishment of new divisions or acquisitions.

We believe that the most important key to our growth, in the

future as in the past, is giving talented, energetic people the en-
vironment 10 develop to the fullest.




AEROSPACE

Kaman's diversification of programs within the Aecrospace
Group during 1967 resulted in a sales increase of more than 48
per cent from 1966 levels.

Kaman Aircrafi’s helicopter sales accounted for slightly more
than half of group sales, while our aircraft component production
programs grew toward full production status. Component produc-
tion accounted for 45 per cent of aircraft sales, up sharply from
20 per cent a year earlier.

As planned several years ago, Kaman has achieved a bal-
anced production program spread among manufacture of heli-
copters, helicopter componenis, components for strategic aircraft,
tactical aircraft, military transports, passenger transports and light
planes. This widespread programming protects against any sudden
shifts in national defense or aircraft procurement policies.

Kaman's Aircraft Division entered a new field during 1967
galley systems for commercial planes. Under contract to Eastern
Air Lines, Kaman delivered its first ship set of galleys to Eastern
within 83 days from a standing start. Word of prompt delivery,
high quality work and a reliable product spread quickly through
the airline industry, and Kaman is a leading contender to build
galleys for the next generation of jet transports, including the
jumbo jets and the airbus. Transport aircraft and airline traffic are
among the fastest growing of all businesses, and Kaman Aircraft
is optimistic about winning a large share of the equipment for
this market. The division has obtained other galley supply contracts
from McDonnell-Douglas Aircraft and was established as an ap-
proved supplier to certain Boeing jet transports,

Grumman, McDonnell-Douglas, General Electric and Lock-
heed were the major customers of our jet component business in
1967. The Grumman programs which have been with Kaman
since 1963 continue at a very satisfactory level. The McDonnell-
Douglas programs were through their build-up phase and into
routine delivery. The new work for Lockheed and General Electric
was for major components for the huge new cargo and troop trans-
port, the USAF C-5. Kmanumabng 75 per cent of the thrust

Despite the demands of the Vietnam war, there are no new
helicopter programs in the procurement planning phase. Military
helicopter purchases tend to center on existing designs. In this
limited market Kaman Aircraft was very fortunate to win its UH-2
retrofit program—converting the single engined UH-2's ro twin
engined versions. The UH-2C will be the most modern helicopter
in service in 1968.

We received an $11 million Navy order for the retrofit work.
By the end of the year the first UH-2C aircraft were delivered, de-
ployed, and production was established at three aircraft a month.
Follow-on contracts were obtained to continue the program into
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1969. Production of HH-43 HUSKIES continued for foreign gov-
ernments. With more than 400 helicopters in service, Kaman also
maintains a substantial business in spare parts and overhaul

In a related business, assorted rescue equipment was sold to
the military, mostly for use in Southeast Asia.

We took another long and hard look at our prospects for in-
troducing helicopters for private or business use. Existing markets
do not justify the investment for new designs and production, but
we will continue to follow it closely.

In* research and development, the lifeblood of an aerospace
business, contracts were obtained for work and studies in such
ficids as vibration analysis, auto safety research, and for a revolu-
tionary new helicopter rotor design, the Controllable Twist Rotor.
The CTR, as it is known, has attracted much technical interest
for the potential it offers in significant advancement of helicopter
speeds, range and payload. Presently in the early analytical stages,
the CTR program could lead to test hardware in 1968.

AirKaman, Inc., Kaman's wholly owned subsidiary in the
general aviation field, experienced an increase in carnings on re-
duced sales in 1967. Through more efficient management we elimi-
nated some of the less productive lines and increased profits to
new highs.

AirKaman's basic business activities—Beechcraft sales, service
to general aviation, jet maintenance, aircraft rental and charter, sales
of parts and repairs, and fuel sales to airlines—were all substantially
in line with or ahead of the steady growth of general aviation.

New England’s first Jet Maintenance Center was established
at AirKaman headquarters, Bradley International Airport. De-
mands for charter of AirKaman'’s jet aircraft increased to the point

Sales of fuel to the 11 airlines with scheduled flights at Brad-
ley increased again along with the airport’s traffic. AirKaman is
now delivering fuel at the rate of nearly a million gallons a month,
almost double the 1966 rate. Meanwhile, with more and more
charter airlines using the field and AirKaman services, Bradley
Airport is set to become a major port of entry for foreign Rights.

Acquisition of the assets of Duncan Aviation and Duncan
Beecheraft companies in Omaha (Nebraska) early in 1968 ex-
tends the services of AirKaman halfwav across the continent. A
new company, AirKaman of Omaha, Inc., was established to take
over the operation of the business at Eppley Field, Omaha, and
Millard, Nebraska. They are Beechcraft distributors in North
Dakota, South Dakota, Western fowa and most of Nebraska. The
excellent service reputation enjoyed by AirKaman in the North-
cast will carry over to the Midwest and translate into greater use
of AirKaman's Omaha operation by corporate pilots already ap-
preciative of the quality of service given by the parent company.

GENERAL AVIATION




SCIENCE &
TECHNOLOGY

In turn, as AirKaman's service reputation grows in Omaha, Mid-
west businessmen flying east would be likely to seek AirKaman
service at Bradley.

The range of sophisticated services, advanced products, and
technological expertise offered by Kaman's Science & Technology
Group continued to broaden in 1967, This resulted in a 57 per
cent growth in sales for that group. It represents 14% of total
company sales for 1967.

As a whole, the Group—Kaman Nuclear, Kaman AviDyne,
Kaman Systems Center and SEA—grew in personnel and facilities
as well as in sales, and all obtained significant new contracts ex-
tending their work in their special areas of competence.

In line with the stated corporate program to broaden into the
fields of nuclear power and the application of nuclear technology
to the mining and conversion of fossil fuels, a team of company
staff and high level consultants has been established. They have
made good progress in plotting their program and getting under-
way.

Founded cleven years ago as Kaman's first major diversifica-
tion effort, Kaman Nuclear experienced increases in sales, profits,
personnel, facilities and product lines this past year, while main-
taining current programs, obtaining new business, and laying the
foundation for a substantial business in the commercial appli-
cations of nuclear technology.

A Control Data 6400 superscale computer system and a NCR
315 business computer were installed at Kaman Nuclear in late
1967 for use by the division, and for major expansion of its Com-
puter Service Center, now among the larger ones in the country.
The superfast system permits large scale time sharing for up to
200 simultaneous users. Kaman Nuclear has contracted with finan-
cial institutions in the Colorado Springs area for time sharing and
is rapidly expanding this service.

Defense work on several missile programs, including Nike-X
and Polaris/Poseidon, resulted in commendations from the De-
partment of Defense. Of special note was the “41 for Freedom"
citation to Kaman Nuclear for outstanding performance on the
Polaris program.

Industrial dnplwcment transducers were introduced. Present
customers include several major turbine manufacturing companies.
Kaman transducers are presently being used to indicate flatness in
steel and aluminum, and are being developed for thickness meas-
urement in rolling mill applications. Three activation analysis
systems for measuring protein content of foods, and oxygen con-
tent in metals, were installed and are operating successfully.

New developments included K-ramic, a new ceramic bearing
material which has been licensed for use by a major US. com-
pany, a special antenna array system being evaluated for satellite
navigation, and the world’s first pumpless 10" neutron generator.
The neutron generator has been delivered to the National Center
for Atmospheric Research.



Like its sister divisions, Kaman AviDyne experienced growth
in important arcas. In its third expansion move in four years,
Kaman AviDyne moved into a new 13,000 square foot office and
rescarch center in Burlington, Massachusetts in late 1967. Sales
for the past year were up 50 per cent over 1966.

Follow-on and new contracts were received from the NASA
Electronics Research Center in the areas of lifting body vehicle
all-weather landing systems, and APOLLO re-entry vehicle guid-
ance and control design criteria. A contract was completed 10
develop an aircraft vulnerability handbook for the Defense Atomic
Support Agency.

A continuing major effort has been in the area of nuclear
weapon effects on anti-ballistic missile systems.

Other principal activities continued under Department of
Defense contracts in the fields of structural analysis and design
criteria for advanced flight vehicles, blast vuinerability effects on
aircraft, missiles and antenna systems, and wind shear and gust
loads on ballistic missiles.

Plans for 1968 include expansion into new acrospace study
areas, and preliminary development of an instrumentation labora-
tory to penetrate the experimental hardware market.

Esuhﬁshaduammdiviaiminlﬂ'ﬁ‘r Kaman Systems
Center expanded its activities in operations analysis, program eval-
uation, communication analysis, reliability and cost effectiveness
studies during the vear, while sales tripled and staff doubled in
sSiZC.

Recognition by government and industry of the capability of
Kaman scientists in the fields of systems and operations analysis
continues to expand. The Systems Center also performs services
for other divisions of the company.

In the field of technological transfer, a contract was obtained
from the Agency for International Development to evaluate pro-
grams for AID's International Training Division. In marketing
studies, evaluation of the U.S. market for products of a European
company was begun.

Technical Material Corporation selected Kaman Systems
Center for application of Kaman signal cancellation devices in an
electronic communication system. Initial results have been highly
successful, and Kaman Systems Center anticipates expanded use
of these devices.

Oceanography continues to be one of the most potential and
exciting areas of opportunity for our nation. Science Engineering
Associates being concerned with both ocean engineering and the
more long range theoretical oceanographic studies, has weathered
the storm of massive federal research cutbacks in good shape. In
fact, many areas of the division’s activities expanded-—-buoy and ship
mooring studies, wave and wave force analysis, and water pollution
studies. SEA won several new contracts with follow-on significance.
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SPECIAL PRODUCTS

Two U.S. Navy contracts are for study of a manned under-
waler station, either on the ocean floor or in the underlying rock,
and for the design of an in-port facility for checking sonar equip-
ment performance during shipyard overhaul and construction.

The Argus Island deep ocean research work has been sus-
pended, we hope temporarily, but SEA continued its study con-
contract calling for oscillation studies of Lake Erie.

In the field of mooring, SEA completed a theoretical and
model study for a manufacturer of offshore terminals for unload-
ing super tankers, Another new contract is for studying water pollu-
tion in the Potomac estuary caused by dredging operations.

Kaman's Special Products Group more than doubled sales in
1967. Overall, this group represents the smallest total sales among
the four business groups operating within the corporation, but they
have the highest profit margins and the most immediate growth
potential.

KAcarb Products, Kaman's entry into the bearing field,
passed from infancy into manhood this past year. Self-lubricating
KAcarb bearings installed in Navy/Kaman UH-2 SEASPRITES
lived up to their advance billing for long life and corrosion
resistance.

Orders for additional KAcarb bearings for installation on
other Navy helicopters are in the works. As the year ended, a field
evaluation with the U.S. Army was underway. In this evaluation
the remarkable new bearings were installed on operational UH-1
“Huey” helicopters. As the program requires hundreds of flying
hours, it may be summer 1968 before conclusive results are avail-
able, but early indications are basis for strong optimism on the
part of the company and Army officials who have sponsored the
program.

Even at this early stage in its development, KAcarb Products
is a self-sustaining business.

Developed from Kaman technology, the bearings are ceramic-
coated titanium balls running in a carbon outer race. Operating in
the most corrosive environment—salt water and sand—they have
performed superbly, outlasting by a wide margin the best of cur-
rent designs.

Initial use of KAcarb bearings will be in helicopters, fixed
quiring self-lubrication, or with & corrosive environment, are being
investigated.

Enjoying an increase in sales and personnel, Kaman Instru-
ments in 1967 moved into a large new plant in Science Park,
Austin, Texas to continue production of bank intercom systems,
electronic components for language laboratories, and medical in-
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strumentation, as well as to continue rescarch and development of
new products.

Kaman Instruments' capability in clectronics was well suited
to develop for Ovation Instruments Division a superior amplifying
system. Electronic amplifiers for Ovation were designed. produced

Sales to the three largest bank equipment suppliers of auto-
matic two-way intercom systems for drive-in bank windows con-
tinued strong. Orders on hand will push total production of bank
intercoms since first delivery to over 10,000 units. Volume pro-
duction included electronic components and packages for language
laboratories, stereophonic library listening tables and portable sten.
ographic laboratories.

A digital cardiotachometer, which measures and digitally dis-
plays heart rate, has been installed at NASA's Manned Spacecraft
Center in Houston. It was used in the Gemini missions, and similar
units will be used at Cape Kennedy during the upcoming Apollo
“Man to the Moon” Program. Research continues into develop-
ment of additional bio-instrumentation applicable to the growing
sophistication of modern medical and surgical technology.

This was a breakthrough year for the Automation Machinery
Division. In late summer, Automation’s first automatic packing
machine was delivered to a major U.S. candy manufacturer. The
second production unit was delivered to another candy company
as the year ended. Orders were in hand for follow-on machines.
The machines cost between $30,000 and $300,000, depending on
size, and the estimated U.S. market for these machines is about
300 units.

The packing of dipped or coated chocolates is one of the last
real hand labor processes in the candy industry. Sales of boxed
chocolates have been deterred by the lack of available personnel.
With an Automation Machinery unit, personnel requirements are
reduced by one third, and production is doubled, for an overall
labor savings of 60 per cent over previous methods.

Although candy packing is the first application of Automa-
tions capabilities, adaptations of present machines can handle
many kinds of fragile items such as eggs, cookies, electronic parts
and explosives. Marketing studies will be directed toward these
fields and others, such as mail handling,

Office and production facilities for the new division were es-
tablished in Rocky Hill, Conn.

Kaman's Music Group, the most recent structural entity, is
comprised of three businesses with which Kaman penetrates the
huge entertainment market. Ovation Instruments Division, organ-
ized in 1966, accounted for a substantial share of the growth
realized by the Special Products Group in which it was included
during 1967. The two newly acquired Coast Wholesale Music
Companies were joined with Ovation to form the nucleus of a

MusicC
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Music Group. The company has stated plans initially to extend its
line of music equipment and eventually reach into the broader
recreation-entertainment field.

In its first full year of operation, Ovation Instruments ex-
ceeded its production and sales goals for six lines of folk and
classic acoustic guitars, established manufacturing facilities in New
Hartford, Conn., expanded its sales force and distribution system,
and introduced five electric guitar models—two six-string, one
twelve-string and two electric basses—plus three electronic ampli-
fier models.

A number of well-known entertainers—the Turtles, Buffy St.
Marie, Josh White, Janis lan, Richie Havens and many others—
have adopted Ovation guitars for their own use in concert and pro-
fessional appearances, and the lines have been widely accepted by
the serious amateur who is anxious for an instrument of superior
quality.

As the only new acoustic guitar design in 400 years, Ovation
instruments have captured the imagination of an important musical
audience. A distinctive feature is the nearly indestructible rounded
back of “Lyrachord”. The roundback design produces a superb
tonal quality unmatched by guitars of conventional flatback, flat-
side design.

To our surprise and satisfaction, a marketing study of Ova-
tion instrument purchasers shows that our buyers are largely in
their late 20's, indicating that our instruments are purchased by a
more mature, demanding, affluent group than teen-age buyers. Ini-
tial returns from sale of Ovation’s “Electric Storm" electric guitars
indicate acceptance by the younger set, giving Kaman a sales base
in both age groups.

The electronic expertise of Kaman Instruments was emploved
to design and build for Ovation Instruments three lines of elec-
tronic amplifiers and public address systems, supplementary to the
“Electric Storm™ guitars.

Kaman has attained this success with quality instruments in
the high priced field. Ovation acoustic guitars are priced from
$200 to $380, Storm electrics from $300 to $450, and amplifiers
from $725 to $1,050. In addition, Ovation sells guitar cases and

other accessories.

Two subsidiaries, Coast Wholesale Music Companies of Los
Angeles and San Francisco, joined the growing Kaman family as
the year ended. Together, they represent two of the major dis-
tributorships of musical instruments serving music stores through-
out the American west, including Alaska and Hawaii among the
I1 states covered.

They bring Kaman's Music Group an excellent sales, earning
and growth record, as well as marketing know-how important to
future activities in the entertainment market. A complete line of
all classical and popular musical instruments and accessories is
distributed by our latest acquisitions.



PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS-December 31, 1967

This pro forma presentation assumes the issuance of the Preferred Series | stock and the acquisition of
Coast Wholesale Music Companies of Los Angeles and San Francisco, Inc., and AirKaman of Omaha,
Inc. at the beginning of the Fiscal Year. Results of the California companies’ operations, both going
concerns, are reflected in the statements. No estimate of sales or earnings is included for AirKaman of

Omaha, Inc.
Unadjusted Pro Forma

L e e i St N - o T N S e e $65,400,682 $70,382,808
R e . e e et Mt 1,437,134 1,641,216
R B A - e TR L e e e v s T & i $ 2309 $ 259
Assets:
T e e s T i e, L T e e e S $37,897,019 $40,454,362
Net property, plant, equipment, otherassets . . . . . . . . . ... ... ... 5,704,130 7,215,366
i IR T e e i R R O W vy i O SR N S N L $43,601,149 $47,669,728
Liabilities and stockholders’ equity:
R R e e e e T T e T T e el e . $21,880,475 $22.462,365
L A e T e o T T e Y el gL 8 9,001,392 9,001,392
SOOI SR .. .. o T e T e 3 S e e s 12,710,282 16,205,971
Total liabilities and stockholders’equity . . . . . . .. . . ... .... $43,601,149 $47,669,728

1967
s § 540068 4
Income Before Taxes 1,815,813
Per Shave (1) 234
Per Share (2) 23
Stockholders w7
TRaar s S
S ooy GHLIY AN

Hhﬂ]m u.ﬂﬂ
Shares Outstanding (1) 615,228
Employees 3562

{ ) inteates los,

i1t Adjuried te refect cumuatoee ofect of s1ock dorndtads | aciehing 95 stecs drdend declared o December 1967 and msued o0 Janwary | 5657 based on actual shaves extsiasding sach year

1) Adjuzted ty feflect Lomulitie aflect of unk dividends (incloding 797 1ach drysdend deciared in December |967 sod isioed o January |9601 bated oo average numbes of 1banes cubtlanding
N PR
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CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET  Decomber 41, 1067
with comparative figures at January 1, 1967

Assets 1967
Current assets:
BB o o e R R A S e S —TI008!
Accounts receivable (note 2):
U. S. Government contracts:
Primecontracts . . . . . . . . . - ST 12,510,002
ATt PIONE{SOI O~ L e e e T P 803207
BbCOMWEEIE . . . s e e Yy T 7,426,745
Aol profMt (POl T) . o T A T T N T v T 5 368,823
Other contracts . . . . . . e P e e i . 2,884,567
Other recelvables . . . . . . . . . .. ... Sy SRt 408,566
Totalaccountsreceivable . . . . . .. . .. .. ... 24,200,000
Inventories (notes 2and 4) . . « . . . oo u i e s ag e -e. o 12736001 SHESESES
PROpRYENie. . - . e s A e 244,311 16155
Totai current assets . . . . . T e e L :
. Property, plant and equipment, at cost (note 5) . . . S S ) -
Less accumulated deprecialion . . . - -« -+ ... . . aa s s e 4,486,562
Nﬂtprupm;.plmmdw’ 3,681,305 :

Other assets (nolos 6and 12} . - .« . . s oo uinons oo .. D02ES = ISAON

Sew sccompanying ros io ©oesobdated francal statements




Current liabilities:
Notespayable—bank(note®) . . . .= . .o v it v v it i v e
Current portion of long-term notes (note7) . . . . . . ... .......
Accounts payable—trade R T e e e e e
T B S e e e e vy
Hmmiurbmdndtmm(mn T e .+
Reserve for contract redetermination (note8) . . . . . . . . . .. ... ..
Federal income taxes (note® . . . . . . . ... e T
Tolah E I - . o s s e e e oy
Long-term notes payable (note 7) . . . . . . . . ... .. ... .....
Convertible subordinated debentures (note 7);
6%. due January 1, 1974 . . . . . U e e TR e g o~ S
QO s July $, 1887 = < . T T NV e ~ra e
Stockholders' equity:

Capital stock, $1 par value per share (notes 10, 13, and 14):
Preferred, authorized 1,000,000 shares (none at January 1, 1967); issued none

Class A common, authorized 1,810,000 shares (810,000 shares at January 1,
1967); nonvoting; $.10 per share dividend preferential; issued 548,277 shares
(47,007 shares at January 1, 190T): . - . . . . L e e e eisd e e

Cilass B M.IMMMﬂMMﬂMm 1.
1967); voting; issued 49,032 shares (88,218 shares at January 1, 1967) .

Cophal sappltos (otss e D = s . s e e
Retained earnings (notes 2, 11, and 12):

Reserve for common stock dividend declared - . . . . . . ... . . ...
BT ety e e e e e ———

Commitments and contingent liabilities (notes 5 and 14)

s



CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF EARNINGS
Fiscal year ended December 31, 1967
with comparative figures for 1966

Provision for taxes on income:

Pro forma net sarnings )

(2) Based on weighted average number of shares of Class A and Class B common stochk outstanding adjusted for the cumulative
eflect of siock dividends deciared.

@) The same basis is utilized in these pro lorma calculations as described in (a) above and with the further assumption that all
the warranis and stock options outstanding on Decembar 31, 1967 were converted inio 37,588 shares of Class A common stock
at the beginning of the two fiscal years ended December 31, 1967 and the 4% % convertible subordinated debentures outstanding
on December 31, 1967 were converied to 202,782 sharos of Class A common stock at their issue date, July 1, 1567, with

" appropriate adjustment of interes! expense (nat of tazes on Income).

16 See accompanying noles to consoldaled lnancial alaloments.




CONSOLIDATED STATEMENT OF RETAINED EARNINGS

Fiscal year ended December 31, 1967
with comparative figures for 1966

Balance at beginning of fiscal year (as previously reported) . . . . . . . .
Deduct prior period adjustment (note 12} . . . . . . . . .. ... ..
Balance, as adjusted . . . . . e e, iy

Deduct fair market value of Class A common stock issued for 3% stock
dividend on record date, January 31,1967 . . . . . . . .. .. .. ..

Balance at end of fiscal year (notes 2, 11, and 12). . . . . . . . . . . ..

CONSOLIDATED STATEMENT OF CAPITAL SURPLUS

Fiscal year ended December 31, 1967
with comparative figures for 1966

Balance at beginning of fiscal year (as previously reported) . . . . . . . .

Add prior period adjustment(note 12) . . . . . . . . . . . ... ...
R T T AR R, i e A o S S e S

Add:

Excess of market price over par value of Class A common stock issued
ORISR BN . - =TT v v vy Ak Ak s s

Emuofmwnhnmmwmnfdmhmmmmm
issued at conversion of 6% subordinated convertible debentures .

Excess of option mmwmdm;&mmmmm
et PHOPUDIE . -, == e e e e 6 A

Excess of conversion price over par value of Class A common stock
issued at conversion of 42{% subordinated convertible debentures . .

Valuation of conversion feature attributable to the 4%% subordinated
convertibledebantures . . . . . . v« & = s s s e s e w e s

Less unamortized bond discount and expense on 6% convertible sub-
ordinated debentures converted to Class A common stock. . . . . .

Balance at end of fiscal year (notes 11 and12) . . . . . . . . . . . ..
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS: December 31, 1967

{1} Principles of Consolidation
Thn accompanying consolidated financial statements

(2) Assers Assigned or Pledged
Substantially all receivables are assigned 1o the Hartford
National Bank and Trust Company under a Regulation
“V" Loan Agreement which provides 1 maximum
credit of §12,500,000 on December 31, 1967 and con-
tinuing to December 31, 1968,

The “V™ Loan Agreement, as amended, provides,
among other covenants, that the corporation will not
declare cash dividends on or purchase shares of its
capital stock and will maintain its net working capital
in an amount at least equal to $7,500,000 at December
31, 1967 and $10,000,000 from February 14, 1968
continuing till December 31, 1968.

In addition. the corporation has assigned ordinary life
insurance policies on the life of Mr, Charles H.
Kaman, in the aggregate face amount of $100,000, as
security under the loan agreement.

Inventory and receivables with a book value of $893,399

owned by a wholly owned subsidiary are pledged t0
secure bapnk loans under conditional sales contracts.

(3) Sales
A substantial portion of the sales were under fixed
price and fixed price incentive-type contracts. Profits
which can reasonably be anticipated under these con-
tracts are recorded concurrently with costs incurred
thereon.

Reimbursable costs under cosi-type contracts along
with applicable fees thereon are alo included.

{4} Inventories
Inventories are comprised as follows:
1967 1966

Contracts in process

U.S. Government . . . . . . $ 5,103,528 § 5306635

b s e g A 3,005,105 2,752,960
Other work in process (including

certain general stock material

andpants) -, ... ... 1,738273 1,503,751
Alrcraft for resale . . . ., . . . 428,231 510,611

Used in determination of cost

of sales . . 10,275,137 10,073,966

Dlrmchlrgnhhclﬂm:uld 2181258 1.0925T7

General stock material and parts 279,698 17,278
$12,736,091 $11.383810
—_—

Inventory costs accumulated against contracts and work
in process represent material and labor at actual cost
and overhead applicable thercto. Direct charges 1o be
allocated are stated at cost

General stock materials, paris. and aircraft for resale
are stated at cost or market, whichever is lower, General
stock materials and parts are valued on a first-in, first-
out basis. Aircraft for resale are valued on a specific
umnit basis.

{5) Property, Plant and Equipment

A summary of property, plant and equipment s as
follows:

1967 1966

e S § 402536 § 422536

Land improvements . . . . . . . 242058 242058
Building and building

improvements . . . . . . . .. 3,954,064 3488923

Leasehold improvements s 42342 305357

Machinery and equipment . | 2,704,003 2,150,975

Office furniture and equipment 420884 419703

8,167,887 7,029,552

Less accumulated depreciation 4,486,582 4,052,321

$3,681,305 $2,977.231

Depreciation expense for the fiscal year ended Decem-
ber 31, 1967 was $450,461 (5469455 for the fiscal
year ended January 1, 1967). Capital assets with an
approximate cost of $5425000 are being depreciated
on the sum of the years digits method, whereas the
balance with an approximale cost of $2.325.000 is
being depreciated on the straight line method.
Long-term rent commitments under various leases for
plant and equipment require payments of approximalely
S9T0,000 during the ensuing year.

(6} Other Assels

Other asseéts consist of:

1967 1966

Deferred debt discount attributable

to the conversion feature of the

&%% Convertible Subordinated

Debentures . . . . . . . . . $1,179,003 -
Accounts receivable not currently

due (notes 2and 7} . . . . . . 280,626 351,016
Cash value of life insurance

DR = e e e 24,000 19,300
Deferred compensation . . . . . - 7.500
T e e e e Nl 122,060 124,000
Deferred charges . . . . . . . . 407,137 112878
Research and development | . | - 110,862

$2,022825 $ 26,048
———— e




The above assets are stated at realizable values or cost
less applicable amortization.

(7) Long-Term Debi

wn&-mwmmmd

(8) Remegotiation

A substantial portion of the company's sales is subject
to rencgotiation, The Rencgotiation Board has cleared
all periods through the year 1966 without refund, and
no refund is anticipated for the current period.

(9} Federal Income Taxes
Federal income tax returns of the parent company and

its wholly owned operating subsidiary have been ex-
amined by the Internal Revenue Service through the
year 1965.

(10} Capital Stock Options and Purchase Agreements
Fxisting capital stock options and purchase agree-
ments, adjusted to give cffect to the 3% stock dividend
declared on December 19, 1967, are as follows:

(a) There are 19.948 shares of Class A stock held
in trust for the benefit of Mr. Charles H.

(b) Restricted stock oplions to purchase 14,028

(d) The 6% senior promissory note referred to in

Mortgage notes payable:
Kaman Corporation:

B dsodune S IO . - e
6%, due August 1, 1977 . . . . .. .. . ...

AjirKaman, Incorporated:
5%%, due November 30,1972 . . . = . .

8% secured note, due OCtobers, 1078 . . . , . . .. . . ..

6% senior promissory note, due August 1, 1973 , | .

8% senior note, due August 1, 1080 . . . . . . .

.. & 0000 $ 122500 $ 70000 $ 192.500
L. 45784 529,309 38,144 332,532
26,537 119,781 25,057 146,318

L. 114,838 324,802 - =
= = 212,000 1,277,000

= 2,000,000 - =
$ 256057 $3096332 § 345201  §1,048350
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(11) Stock Dividends Declared

The Board of Directors at a special meeting on January
16, 1967 declared a stock dividend of 3% on the Class
A and Class B common stock of the corporation, pay-
able in shares of Class A common stock on February
15, 1967 to stockholders of record at the close of busi-
ness on January 31, 1967,

The Board of Directors on December 19, 1967 also
declared a like 3% stock dividend. payable on January
31, 1968 to stockholders of record at the close of busi-
ness on January 2, 1968,

(12) Prior Years' Adjustment

In order 1o conform the corporation’s annual report to
the requirements of the Securities and Exchange Com-
mission, the corporation, during the fiscal vear ended
December 31, 1967, has made such adjustments as
necessary in its annual report to stockholders. Such
adjustment represents the excess of market value of
common stock, issued al the early stage of the corpo-
ration's development, over issue price and restores an
amount of $110,200 to Capital Surplus, reduces prior
year deferred charges by $15.000 and reduces retained

carnings by $125,200.
(13) Change in Authorized Capital Stock

On March 31, 1967 the holders of the Class B common
stock approved, and on May 26, 1967 the holders of

Tre Boarp oF Dimecrons
Kasman CORPORATION:

ferred stock outstanding, would range from a minimum
of one director to a maximum of 40% of the total
number of directorships of the corporation then fixed.

During the year the Board of Directors authorized an
exchange offer of Class A common stock for Class B
common stock, and as a result 39,186 shares of Class
B common stock were exchanged for a like number of
shares of Class A common stock.

On December 19, 1967 the Board of Directors created
a series of the preferred stock consisting of 200,000
shares designated as “Series | Preferred Stock, par
value $1." The Series 1 Preferred Stock has the prefer-
ences and voling rights as mentioned above and in
addition shall be entitled 1o receive cumulative divi-
in the amount of $1 per share annually on the
date of such shares and shall be convertible from
of issuance, at the option of the holders of
I stock. into shares of Class A common stock
at the rate of one share of Class A common
ecach one share of Series 1 stock.

Subsequent 1o Balance Shee! Date
18, 1968 the corporation issued 85,000
Series | preferred stock for 100% of the out-

FHH

Inc., a Missouri corporation, and Duncan Beechcraft,
Inc., a Nebraska corporation. Fair market value of the
7.550 shares of Series 1 preferred stock issued was $32
per share, resulting in a fotal investment, after certain
closing adjustments, of $591,607. Such amount paid
for the assets acquired constitutes the parent corpo-
ration’s investment in a new 100% owned subsidiary
formed, AirKaman of Omaha, Inc, a Nebraska

=

corporation.

We have examined the consolidated balance sheet of the Kaman Corporation and its subsidiaries as of December
31, 1967 and the related consolidated statements of earmings, retained earnings, and capital surplus for the fiscal year
then ended. Our examination was made in accordance with generally accepted zuditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. It was not practical to confirm recervables from the United States Government, but we satisfied ourselves

as to their substantial accuracy by other means.

In our opinion, the accompanying consolidated balance sheet and consolidated statements of carnings, retained
earnings, and capital surplus present fairly the financial position of the Kaman Corporation and its subsidiaries atl
December 31, 1967 and the results of their operations for the fiscal year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.

HarTrorp, CoNNECTICUT
Fesnuanry 19, 1968

PEAT, MARWICK, MITCHELL & CO.
CermiFiep PuBLIc ACCOUNTANTS










	1967_Kaman_Corp_Report_01
	1967_Kaman_Corp_Report_02
	1967_Kaman_Corp_Report_03
	1967_Kaman_Corp_Report_04
	1967_Kaman_Corp_Report_05
	1967_Kaman_Corp_Report_06
	1967_Kaman_Corp_Report_07
	1967_Kaman_Corp_Report_08
	1967_Kaman_Corp_Report_09
	1967_Kaman_Corp_Report_10
	1967_Kaman_Corp_Report_11
	1967_Kaman_Corp_Report_12
	1967_Kaman_Corp_Report_13
	1967_Kaman_Corp_Report_14
	1967_Kaman_Corp_Report_15
	1967_Kaman_Corp_Report_16
	1967_Kaman_Corp_Report_17
	1967_Kaman_Corp_Report_18
	1967_Kaman_Corp_Report_19
	1967_Kaman_Corp_Report_20
	1967_Kaman_Corp_Report_21
	1967_Kaman_Corp_Report_22
	1967_Kaman_Corp_Report_23
	1967_Kaman_Corp_Report_24

