
The sky’s no limit.



The 2015 fiscal year proved to be exceptional for Taylor Devices. Sales exceeded $30 million for the first time in company 
history, increasing from $20,011,000 in the 2014 fiscal year to a new high of $30,589,266. Operating income for 2015 
was $3,061,443, nearly double the $1,545,752 figure in the previous year. Net income for 2015 increased to $2,174,948, 
compared to $1,131,212 in 2014. 
The potential for continued revenue growth is revealed in the shipments for the fourth quarter of 2015, which reached an 
annualized rate of $43 million. Our performance was bolstered by the expansion of our manufacturing facilities at the new 
Buffalo Bolt Way site, which was completed in 2013. Our expanded capabilities have allowed increased shipments without 
having to turn away business due to long delivery times.
Taylor Devices’ firm order backlog at the end of the 2015 fiscal year was $25.2 million, up by 2.5% from 2014, even with 
the large increase in shipments. Market mix was approximately 54% seismic and wind protection products and 46% 
aerospace/defense and industrial. Management considers this product and market mix as nearly ideal for long-term growth.
Higher seismic product sales appear to be due to increased public awareness of seismic hazards due to major earthquakes 
and the resulting catastrophic damage in several high-visibility locations over the past few years. These events have 
resulted in government regulatory agencies in many countries increasing their seismic design code requirements.
Aerospace and defense sales are also growing. Numerous new programs are being funded for initial production. In addition, 
the company has substantial development contracts for the next generation of U.S. spacecraft, which are slated to replace 
the now-retired Space Shuttles. At the same time, we are working with NASA on products for a new long-range space 
vehicle that is currently in the development phase as the U.S. prepares for an interplanetary space program.
An immediate challenge being addressed by Taylor Devices’ Board of Directors and Management Team is the ever-
increasing physical size of the company’s popular seismic and wind damping products. The increases in seismic design 
requirements occurring worldwide are such that customers are requesting much larger dampers. 
When our present seismic assembly and test facilities were designed in the 1990s, the largest dampers offered by the 
company had output forces in the 2 million pound range and overall lengths of up to 24 feet. Today, an upper design force 
limit of 4 million pounds is not unusual, and the company has been hard-pressed to effectively build products up to  
45 feet long. 
As a result, Taylor Devices is moving forward in an expansion of our seismic damper assembly and test area to 
accommodate these larger dampers. This process will involve additions to our present assembly and test buildings at  
our Tonawanda Island site. 
The featured product in this year’s annual report is the breathtaking new 432 Park Avenue residential tower in Manhattan. 
This building uses large dampers crafted by Taylor Devices to control a tuned mass damping system incorporated into 
the upper floors of the structure. The 432 Park Avenue structure topped out at a roof height of 1,396 feet, and includes 
no spires or antennas to attain this impressive height. The 1,396-foot roof height can be compared to the Empire State 
Building at 1,250-foot roof height (1,454-foot height including spire) and the new One World Trade Center (Freedom Tower) 
at 1,368-foot roof height (1,776 feet with spire). 
No matter how the actual building height is measured, the 432 Park Avenue Tower is impressive – and it is unchallenged  
as the tallest residential building in the Western Hemisphere.
This year’s annual report also records the induction of Taylor Devices’ seismic dampers into the Space Technology Hall  
of Fame. I was also personally inducted into the Hall of Fame as the originator of the concept of using the large fluid 
damping systems we originally developed for NASA in civil engineering structures. To date, more than 600 buildings  
and bridges worldwide are using Taylor Devices’ seismic dampers.
All of us at Taylor Devices look forward to another successful and exciting year in 2016.

Sincerely,
TAYLOR DEVICES, INC. 

Douglas P. Taylor
President
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432 Park Avenue - Manhattan
1396 feet tall with Taylor Devices’ Wind Damping System
Photo taken looking from the top of the Empire State Building
Photo courtesy: Alan Klembczyk 

Douglas P. Taylor
President



Status Report from the Vice President

Status Report from the Chief Financial Officer
After a slow start to the 2015 fiscal year, Taylor Devices 
had a very strong fourth quarter to establish a new 
high for revenue. While we easily surpassed last year’s 
disappointing level of revenue by 53%, we also managed 
to top the previous best – achieved in 2012 – by 5%. 
The largest increases in revenue over last year were 
recorded in the U.S. (up 60%) and Asia (up 45%). Slightly 
more than 40% of the U.S. revenue increase was due to 
customers in aerospace/defense, with the rest primarily 
attributed to customers involved in the construction or 
retrofitting of buildings and bridges. The increase  
in revenue from Asian sources was solely from 
construction customers. 
Operating income almost doubled last year’s level. The 
net income for the company was not a record high, but  
it did finish up at twice as much as last year. Earnings  
per share of 64 cents for 2015 compared favorably to  
34 cents for the prior year. 

The company’s backlog of sales orders as of May 31, 
2015 is $25.2 million, up slightly from the backlog at the 
end of the prior year. Even with record high revenue, our 
sales order backlog never dipped below $24 million during 
the 2015 fiscal year. The orders are coming in as quickly 
as we are getting them out! The backlog averaged just 
over $26 million through the year. Approximately 70% of 
the backlog is for domestic customers, while 27% will be 
shipped to Asia. 
We are encouraged by continued new sales order activity 
in the early stages of the new fiscal year. As we continue 
to grow our business in 2016, we are working to become 
more efficient in our operations to handle the increase 
in customer interest in our products. We will continue 
to work with our advisors to keep abreast of changes in 
the regulations and to remain in compliance with them 
in order to ensure that accurate, reliable financial and 
business information is provided to investors and other 
users of this annual report and our interim reports.

The past year marked an exciting time for Taylor 
Devices. In 2011, the company purchased a site in 
North Tonawanda, New York as the base of our future 
growth. This site covered 10 total acres and included 
three existing buildings. We were able to redesign and 
outfit one of the buildings for the manufacturing of 
components, a second for final paint processing, skidding 
and shipment of the product and the third for raw 
material storage. Those facilities were completed in the 
spring in 2013. 
The growth in revenue from $20,011,000 in 2014 to 
$30,589,266 was, in part, a result of bringing those 
facilities online. The move of the equipment, although 
having an initial negative impact, added to the revenue 
of the past fiscal year and in doing so, increased the 
operating income substantially. 
We have been able to expand our milling, honing, turning 
and grinding capacity with capital equipment purchased 
since June 2014. Consider:

•  A high-precision milling machine was added and has 
allowed us to decrease our throughput time on a 
series of major orders for the U.S. Navy. This piece 
of equipment will also be instrumental in some of the 
NASA work presently in the backlog.

•  Added honing equipment doubled our capacity in that 
work center, which is in high demand. These machines 
support our volume production of both aerospace 
products and our line of commercial buffers, which  
are used extensively in heavy manufacturing  
industries worldwide.

•  The turning equipment aids in our prototype 
department, which builds concept units. These concept 
units are the basis for new products that will be 
evaluated and offered to the marketplace in the future.

•  The new grinding equipment allows us the ability to 
hold the extremely high tolerances required for the 
products to respond as designed. These machines are 
designed for not only high tolerance work, but also for 
volume production, as required.  

Our growth has been a direct result of the demand by 
our customers for the various products the company 
produces. This demand is constantly pushing the typical 
size of the largest unit to longer strokes and larger 
diameters. Recognizing this, the management team 
is planning an expansion of the manufacturing space 
on Tonawanda Island to allow for the assembly and 
test of some of the largest dampers we manufacture, 
the procurement of additional large diameter turning 
equipment and the rebuilding and upgrading of some 
existing machines.
The company, in response to our customer demands, 
must continue to grow – not only in its ability to produce 
some of the largest dampers in the world, but to do so 
in a manner that allows the products to be integrated 
economically and perform as designed. This requires us 
to constantly evaluate and update our processes and 
equipment to maintain a competitive edge.
We look forward to the challenges of a new year and 
believe we are doing all we can to meet those challenges.

Richard G. Hill
Vice President

Mark V. McDonough
Chief Financial Officer



Status Report from Industrial Products
While the world economy experiences jitters and disruptions, 
the U.S. seems to have reached some level of stabilization. 
U.S. construction projects are again on the move, most 
notably tall building projects in New York, along with several 
major bridge replacement and retrofit projects throughout 
the country. 
Due to the mix with our military and aerospace product 
lines, Taylor Devices enjoyed a record-setting 2015 fiscal 
year and a very strong performance from the company’s 
industrial and construction product lines. Sales of fluid 
viscous dampers and specialized devices used for structural 
protection against earthquake shaking, wind buffeting and 
pedestrian vibrations increased by 83% over 2014, while 
industrial product sales remained level. 
Although the recent improvement of the U.S. economy 
has been great for Taylor Devices, our 2015 fiscal year was 
bolstered by large projects in Japan, including I-Project 
area D, and KIOI multi-purpose building projects. We also 
continue to progress with the design and development 
of the 34 custom-fused fluid viscous dampers for the 
new Gerald Desmond Bridge replacement in Long Beach, 
California, despite an owner’s delay due to some major 
project design and input changes.
Another major change this fiscal year to Taylor Devices’ 
sales and marketing was the promotion of Alan R. 
Klembczyk to the position of vice president of sales and 
engineering. Alan now oversees sales and marketing efforts 
and is working closely with us on the development of a 
new product catalog and website changes. Alan previously 
was the company’s chief engineer, a position which has 
now been filled by John Metzger, the company’s former 
engineering manager for special projects.
We continue to add more projects to over 600 completed 
buildings and bridges around the globe. Branded Taylor 
Devices products are the preferred source of seismic  
and wind protection nationally and worldwide. 

During the 2015 fiscal year, Taylor Devices was awarded  
32 new orders for our seismic and wind damping technology.
Some of the major domestic projects included:

•  30 toggle brace damping systems for a new residential 
building in Boston

•  32 metal bellows dampers used in an exoskeleton frame 
of the new 181 Fremont Street tower in San Francisco

•  52 custom long-length and long stroke dampers for the 
seismic retrofit of the Twentynine Palms Naval Hospital  
in California

•  163 custom long dampers for the seismic retrofit of Naval 
Medical Center San Diego 

•  A group of dampers for a Boeing facility retrofit and 
another group for a prominent insurance company 
building retrofit 

Significant offshore projects include 289 large dampers for a 
residential mixed-use project in Asia; a major bank building 
project plus an insurance building project in Peru; and base 
isolation dampers for the monumental Arcul de Triumf 
structure in Bucharest, Romania, akin to the famous Arc de 
Triomphe structure in Paris. 
Numerous residential and office building projects, combined 
with work on several large bridges throughout Asia, round 
out the overseas projects that utilize our fluid viscous 
damping technology.
Our proven ability to suit our customers’ needs with special 
products and the flexibility to continually grow and adapt 
to the market prove to be our most valuable assets. A very 
strong backlog of orders at the end of 2015, along with the 
best start ever for additional seismic damper projects to 
kick off the 2016 fiscal year, gives us huge promise for an 
impressive upcoming year! 

As Taylor Devices continues to be strongly involved 
with mature military and aerospace programs, we have 
continued to develop new products for new programs. This 
balanced strategy has allowed yet another year of increased 
military/aerospace sales in 2015, up 35% from last year. This 
represents 39% of our total company sales for this past 
year. The previous two years included increased aerospace 
and defense sales of 24% and 9%, respectively, so we have 
been able to continue this upward trend.
Our successful performance providing products on these 
existing programs has granted us substantial visibility, 
as well as new opportunities. This is indeed the case 
with our landing gear components, where our customers 
understand the benefits that Taylor Devices provides. 
This allows them to make further improvements in 
their systems. We are launching a drone component 
development program that will hopefully allow this trend 
to continue.
Due to our ability to combine special engineering 
and manufacturing methods into new products, our 
opportunities to provide unique machined spring elements 
are increasing. These components are now used in 
helicopters, cargo aircraft and the International Space 
Station. Over this past year, we have worked closely with 
a customer to develop a new design for use in an existing 

military application. If successful, future retrofits will bring 
new sales opportunities. 
Throughout the year, we have partnered with NASA for 
products that will be used as part of the launch facilities 
and for actual spaceflight on three different space 
programs. We expect that these programs will continue 
for many years to come. 
On the military side, we had a well-balanced year of 
reorders and newly emerging development efforts. For 
example, we worked with the U.S. Army to incorporate  
our products into an existing weapon that could provide 
years of future sales. 
As reported last year, Taylor Devices also secured a 
production contract for special shipboard isolators for 
the U.S. Navy. Throughout this year, we have continued 
regular shipments of that product. Production of special 
isolators for the vertical launch system for the standard 
missile program continues at a steady pace and will roll 
into the current year. 
Although the U.S. government has pursued a trend  
of military spending reductions, Taylor Devices has 
sustained its strategy to provide new and improved 
products for emerging projects while continuing to  
support mature programs.

Robert H. Schneider
Industrial Products Division

Alan R. Klembczyk
Vice President 

Sales & Engineering

Craig W. Winters
Industrial Products Division
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Status Report from Aerospace/Defense Products
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Benjamin Kujawinski, operations manager
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•  A copy of the financial report on form 10-K can be obtained by written request 
to the attention of Kathleen Nicosia, IR, at Taylor Devices, Inc., 90 Taylor 
Drive, North Tonawanda, NY 14120-0748. 

Market Information 
The company’s common stock trades on the NASDAQ 
Capital Market of the National Association of Securities 
Dealers Automated Quotation (NASDAQ) stock market 
under the symbol TAYD.
The high and low sales information noted below for the 
quarters of fiscal year 2015 and fiscal year 2014 were 
obtained from NASDAQ.

 

Fiscal 2015 Fiscal 2014

High Low High Low

First $9.10 $8.19 $9.58 $7.94

Second $11.00 $8.50 $9.00 $7.82

Third $12.16 $9.39 $8.69 $7.60

Fourth $13.35 $11.10 $9.30 $8.27

As of May 31, 2015, the number of issued and 
outstanding shares of common stock was 3,363,664 
and the approximate number of record holders of the 
company’s common stock was 685. Due to a substantial 
number of shares of the company’s common stock 
held in street name, the Company believes that the 
total number of beneficial owners of its common stock 
exceeds 2,000. No cash or stock dividends have been 
declared during the fiscal year ended May 31, 2015.

Notice of Annual Meeting
The annual meeting of the shareholders of the 
company will be held on Friday, Oct. 23, 2015 at 11 
a.m. at the Buffalo Marriott Niagara, 1340 Millersport 
Highway, Amherst, N.Y. Shareholders desiring 
accommodations may call the Buffalo Marriott 
Niagara at 716-689-6900.



Building under construction; external cranes visible.

Developer: CIM Group, Marlowe Properties
Design architects: Rafael Vinoly Architects
Exclusive architects: SLCE Architects
Engineer of record: WSP Cantor Seinuk



Building Facts
•  The rooftop height of 432 Park Avenue is 1,396 feet,  

making this the highest rooftop in New York.

•  432 Park Avenue is also the tallest residential tower in  
the Western Hemisphere.

•  The building has 88 floors featuring 12.5-foot ceiling heights  
and 10-by-10 feet windows.

Tuned Mass Damping System
Two 660-ton masses with eight Taylor dampers are cable-suspended from 
432 Park Avenue to dissipate wind energy. As wind force acts upon the 
building, the tuned masses move in opposition to the building’s motion. 
The tuned masses, with assistance from the dampers, dissipate the wind 
energy and limit wind sway motion. 

Tuned mass blocks prior to installation Photos courtesy: Douglas Taylor and Alan Klembczyk

Total number of dampers: 16
Damper length: 24 feet
Damper diameter: 1 foot
Damper stroke: 6.5 feet
Damper rating per unit: 156,000 feet pound/minute peak power dissipation

Completed damper system

Damper installation

432 Park Avenue - Manhattan



Board of Directors and Executive officers

Mr. Taylor earned his Bachelor of Science in mechanical engineering from the State University of New York at Buffalo 
in 1971. He has been employed by Taylor Devices, Inc. since 1971 and was appointed president in April 1991. Mr. Taylor 
previously was president of Tayco Developments, Inc., an affiliate of Taylor Devices, Inc. that was subsequently acquired by 
merger in 2008. Mr. Taylor had been employed by Tayco Developments since 1966. He is the inventor or co-inventor on 33 
patents in the fields of energy management, hydraulics and shock isolation.
Mr. Taylor is widely published within the shock and vibration community. His technical papers have been published by the 
American Society of Civil Engineers, the Applied Technology Council, the Association of Iron and Steel Engineers, the 
Journal of Shock and Vibration, the National Fluid Power Foundation, the National Science Foundation, the New York 
State Science and Technology Foundation, the Shock and Vibration Symposium, the Society of Automotive Engineers, the 
U.S. Air Force and the U.S. Marine Corps. 
Since 1988, Mr. Taylor has hosted internship programs for engineering students and is affiliated as an industrial sponsor 
with the SUNY at Buffalo and the North Tonawanda City School District.
Since 1991, Mr. Taylor has participated in research projects in the field of earthquake protection in association with the 
SUNY at Buffalo’s Civil, Structural and Environmental Engineering Department and Multidisciplinary Center for Extreme 
Events Research. As a result, military damping technology from the Cold War era is now being used worldwide for seismic 
and wind protection of building and bridges.
In 1994, Mr. Taylor was named to the American Society of Civil Engineers’ Subcommittee on the Seismic Performance of 
Bridges. In 1998, Mr. Taylor was appointed to a U.S. Department of Commerce oversight committee to develop guidelines 
for the implementation of damping technology into buildings and other structures as part of the U.S. National Earthquake 
Hazard Reduction Program. 
In 1998, Mr. Taylor was awarded the Franklin and Jefferson Medal for his commercialization of defense technology 
developed under the U.S. Small Business Innovation Research Program. In 1999, Mr. Taylor was awarded the Clifford 
C. Furnas Memorial Award by the Alumni Association of the SUNY at Buffalo for his accomplishments in the field of 
engineering. In 2006, Mr. Taylor was named to the American Society of Civil Engineers’ Blast Protection of Buildings 
Standards Committee. In 2006, Mr. Taylor was the recipient of the Dean’s Award for Engineering Achievement by the 
School of Engineering and Applied Sciences at the SUNY at Buffalo. Mr. Taylor was named Structural Engineer of the Year 
in 2006 by the engineering journal The Structural Design of Tall and Special Buildings. 
In 2015, Mr. Taylor received the Moisseiff Award for contributions to the science and art of structural design from the 
American Society of Civil Engineers. During that same year, Mr. Taylor was inducted into the Space Technology Hall of 
Fame by NASA and the Space Foundation. 
Mr Taylor is a founding member of the International Association on Structural Control and Monitoring, and a life member 
of the Association for Iron & Steel Technology. Since 2004, Mr. Taylor has also served as chairman of the Lumber City 
Development Corporation, whose purpose is the planning and implementation of programs, projects and activities designed 
to create or stimulate economic and community development in North Tonawanda, New York.

Mr. Hill holds a Bachelor of Science in electrical engineering from the Rochester Institute of Technology, awarded in 
1973. In November 1991, Mr. Hill was appointed vice president of Taylor Devices, Inc. by the Board of Directors. He had 
been employed previously by Taylor Devices, Inc. since 1978 as vice president of production. In addition, he has held key 
project management positions with the company on major aerospace and defense contracts. In April of 1991, Mr. Hill was 
appointed to the Board of Directors of Taylor Devices, Inc. From 1973 to 1978, Mr. Hill was employed by the Alliance Tool 
and Die Company of Rochester, N.Y. as a project leader and design engineer. From 1970 to 1973, he was employed by the 
same firm as an engineer in training, through a co-op program with the Rochester Institute of Technology.
Mr. Hill has served on the Founding Board of Directors of the Center for Competitiveness of the Niagara Region and the 
Advisory Board to The Center for Industrial Effectiveness. Mr. Hill also served as chairman for the Manufacturers Council 
of the Buffalo Niagara Partnership, and also served on the SUNY at Buffalo’s UB Business Alliance Advisory Board, as well 
as holding the seat of secretary.

Mr. Newman received his Bachelor of Science in business administration from Northwestern University in 1959. He was 
employed by NOCO Energy Corp., a diversified terminal operator, distributor and retailer of petroleum and other energy 
related products, from 1960 until his retirement as chairman and CEO in 2003. Mr. Newman is also chairman of Prior 
Aviation Service, Inc., in Buffalo, New York. 
From 1959 to 1960, Mr. Newman was employed by the Ford Motor company of Dearborn, Michigan, in the product  
planning department.
Mr. Newman is currently a director of Dunn Tire, LLC and a director and chairman of Rand Capital Corporation. He was 
the chair of the Board of Trustees of the University at Buffalo Foundation, Inc. from 1996 to 2008.
Mr. Newman received the 1997 Executive of the Year award from the SUNY at Buffalo. In 1998, Mr. Newman was honored 
with the Walter P. Cooke Award for Notable and Meritorious Service to the University, presented by the University at 
Buffalo Alumni Association. He received the President’s Medal from the university in 2003, as well as the institution’s 
highest honor, the Norton Medal, in 2006. 
Mr. Newman is a former member of the Buffalo Niagara Partnership and was chairman from 1996 through 1998. He was 
awarded an honorary degree from Canisius College in 1997.

Douglas P. Taylor
Board Member and President

Richard G. Hill
Vice President

Reginald B. Newman ll
Board Member and Secretary



Mr. Clark holds a Bachelor of Arts from the University of Pennsylvania and earned his Masters of Business Adminstration 
from the Wharton School of Finance and Commerce. He has served as the chairman of Dunn Tire, LLC since 1996. From 
1992 to 1996, Mr. Clark was executive vice president and chief operating officer of Pratt & Lambert, until it was purchased 
by Sherwin-Williams.
Mr. Clark has been employed in the tire industry for many years. He was named president of the Dunlop Tire Corporation 
in 1980, was appointed to the Board of Directors in 1983 and named president and chief executive officer in 1984. He was 
one of seven chief executives of operating companies appointed to the Group Management Board of Dunlop Holdings, 
plc., and was chairman of the board and chief executive officer of Dunlop Tire Corporation in North America from 1985 to 
1991. In 2012, he was inducted into the Tire Industry Association Hall of Fame.
From 1977 to 1980, Mr. Clark was vice president of marketing for the Dunlop Tire Division. From 1973 to 1977, he was 
employed by Dunlop as director of marketing at the company’s Buffalo, N.Y. headquarters. From 1968 to 1973, Mr. Clark 
was employed by the B.F. Goodrich Company.
Mr. Clark is currently a director of Computer Task Group, a publicly traded company, and director and former chairman 
of Merchants Mutual Insurance Company. He is also a director of The Ten Eleven Group. He is a past president of the 
International Trade Council of Western New York, past chairman of the Buffalo Chamber of Commerce and a chairman of 
Buffalo Niagara Enterprise. Mr. Clark is a past chairman of AAA of Western and Central New York. 
Mr. Clark was appointed by former New York State Governor George Pataki to the Council for the SUNY at Buffalo. 
Recently, he was named to the Board of Trustees of the University at Buffalo Foundation.

Mr. Burgess gained his international strategy, manufacturing operations and organizational development expertise from his 
more than 35 years experience with middle market public and privately-owned companies. Mr. Burgess served as president 
and CEO of Reichert, Inc. a leading provider of ophthalmic instruments, and spearheaded the acquisition of the company 
from Leica Microsystems in 2002, leading the company until its sale in January 2007. Prior to the acquisition, Mr. Burgess 
served as president of Leica’s Ophthalmic and Educational Divisions before leading the buyout of the Ophthalmic Division 
and formation of Reichert, Inc.
From 1996 to 1999, Mr. Burgess was COO of International Motion Controls (IMC), a $200 million diversified manufacturing 
firm. During his tenure there, he led a significant acquisition strategy that resulted in seven completed acquisitions and 
sixteen worldwide businesses in the motion control market. Previously, Mr. Burgess operated a number of companies for 
Moog, Inc. and Carleton Technologies, including six years as president of Moog’s Japanese subsidiary, Nihon Moog K.K. 
located in Hiratsuka, Japan. Moog, Inc. is the global leader in electro-hydraulic servo control technology with focus on  
the aerospace and defense sectors and was recognized as one of The 100 Best Companies to Work For in America by  
Fortune Magazine. 
Mr. Burgess earned a Bachelor of Science in engineering from Bath University in England, and a Masters of Business 
Adminstration from Canisius College.
Currently Mr. Burgess is an operating partner of Summer Street Capital LLC and director of Bird Technologies Corporation 
of Solon, Ohio.

Mr. McDonough, who joined Taylor Devices in June 2003, is a certified public accountant in New York and holds a Bachelor 
of Business Adminstration from Niagara University, awarded in 1982. He has been involved in financial management of 
various Western New York manufacturing organizations for over 25 years. He has extensive experience in international 
operations coupled with a long history of implementing systems of internal controls. From 1986 to 1989 he was an auditor 
with the Buffalo office of Ernst & Young, LLP. 
Mr. McDonough is a member of the New York State Society of Certified Public Accountants and the American Institute  
of Certified Public Accountants. 

Randall L. Clark
Board Member

John Burgess
Board Member 

Mark V. McDonough
Chief Financial Officer



Taylor Devices: Space Technology Hall of Fame Class of 2015 
Taylor Devices and company President Douglas Taylor 
were inducted into the Space Technology Hall of Fame on 
Thursday, April 16, 2015 at the 31st Space Symposium in 
Boulder, Colorado. 

Mr. Taylor and Taylor Devices earned this prestigious 
membership for their work with seismic dampers, which 
were first used in NASA’s Apollo program (1963-1972) 
and the subsequent Space Transportation System project 
(1981-2011), better known as the Space Shuttle program. 

Taylor Vice President Richard Hill accepted the corporate 
award on behalf of the company.

Other honorees included NASA’s Kennedy Space Center, 
the Marshall Space Flight Center and the Goddard Space 
Flight Center.

The Space Technology Hall of Fame was founded in 1988 
to honor the individuals and companies who transform 
technology originally developed for space exploration  
into products that improve the quality of life on earth.  
To date, 73 companies have been inducted, spanning 
such innovations as medical scanning devices, laser vision 
correction machines, GPS systems and cochlear hearing 
implants, among many others.

From left: Kevin Cook, Space Foundation vice 
president; Douglas Taylor, Taylor Devices president; 
Richard Hill, Taylor Devices vice president; Dr. 
Leroy Chiao, former NASA astronaut and Interna-
tional Space Station commander

Other honorees included NASA’s Kennedy Space 
Center, the Marshall Space Flight Center and the 
Goddard Space Flight Center.Taylor Devices and NASA corporate / organization award plaques

Space Technology Hall of Fame

Taylor Devices 
earned this  
prestigious  

membership for 
their work with  

seismic dampers, 
which were first 
used in NASA’s 
Apollo program 

Photo courtesy: Douglas Taylor

Photo courtesy: Beverly Loxterman

Photo courtesy: Beverly Loxterman
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Management's Discussion and Analysis of Financial Condition and Results of Operations 
 
Cautionary Statement 
 
The Private Securities Litigation Reform Act of 1995 provides a "safe harbor" for forward-looking statements.  Information in 
this Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations" and elsewhere in this 10-
K that does not consist of historical facts are "forward-looking statements."  Statements accompanied or qualified by, or 
containing, words such as "may," "will," "should," "believes," "expects," "intends," "plans," "projects," "estimates," "predicts," 
"potential," "outlook," "forecast," "anticipates," "presume," "assume" and "optimistic" constitute forward-looking statements and, 
as such, are not a guarantee of future performance.  The statements involve factors, risks and uncertainties, the impact or 
occurrence of which can cause actual results to differ materially from the expected results described in such statements.  Risks 
and uncertainties can include, among others, fluctuations in general business cycles and changing economic conditions; variations 
in timing and amount of customer orders; changing product demand and industry capacity; increased competition and pricing 
pressures; advances in technology that can reduce the demand for the Company's products, as well as other factors, many or all of 
which may be beyond the Company's control.  Consequently, investors should not place undue reliance on forward-looking 
statements as predictive of future results.  The Company disclaims any obligation to release publicly any updates or revisions to 
the forward-looking statements herein to reflect any change in the Company's expectations with regard thereto, or any changes in 
events, conditions or circumstances on which any such statement is based. 
 
Application of Critical Accounting Policies and Estimates 
 
The Company's consolidated financial statements and accompanying notes are prepared in accordance with U.S. generally 
accepted accounting principles.  The preparation of the Company's financial statements requires management to make estimates, 
assumptions and judgments that affect the amounts reported.  These estimates, assumptions and judgments are affected by 
management's application of accounting policies, which are discussed in Note 1. "Summary of Significant Accounting Policies" 
and elsewhere in the accompanying consolidated financial statements. As discussed below, our financial position or results of 
operations may be materially affected when reported under different conditions or when using different assumptions in the 
application of such policies.  In the event estimates or assumptions prove to be different from actual amounts, adjustments are 
made in subsequent periods to reflect more current information.  Management believes the following critical accounting policies 
affect the more significant judgments and estimates used in the preparation of the Company's financial statements. 
 
Accounts Receivable 
 
Our ability to collect outstanding receivables from our customers is critical to our operating performance and cash flows.  
Accounts receivable are stated at an amount management expects to collect from outstanding balances.  Management provides for 
probable uncollectible accounts through a charge to earnings and a credit to a valuation allowance based on its assessment of the 
current status of individual accounts after considering the age of each receivable and communications with the customers 
involved.  Balances that are collected, for which a credit to a valuation allowance had previously been recorded, result in a 
current-period reversal of the earlier transaction charging earnings and crediting a valuation allowance.   Balances that are still 
outstanding after management has used reasonable collection efforts are written off through a charge to the valuation allowance 
and a credit to accounts receivable in the current period.  The actual amount of accounts written off over the five year period 
ended May 31, 2015 equaled less than 0.1% of sales for that period.  The balance of the valuation allowance has decreased since 
May 31, 2014 to the current level of slightly less than $10,000.  Management does not expect the valuation allowance to 
materially change in the next twelve months for the current accounts receivable balance. 
 
Inventory 
 
Inventory is stated at the lower of average cost or market. Average cost approximates first-in, first-out cost. 
 
Maintenance and other inventory represent stock that is estimated to have a product life-cycle in excess of twelve-months.  This 
stock represents certain items the Company is required to maintain for service of products sold, and items that are generally 
subject to spontaneous ordering. 
 
This inventory is particularly sensitive to technical obsolescence in the near term due to its use in industries characterized by the 
continuous introduction of new product lines, rapid technological advances and product obsolescence.  Therefore, management of 
the Company has recorded an allowance for potential inventory obsolescence.  Based on certain assumptions and judgments made 
from the information available at that time, we determine the amount in the inventory allowance.  If these estimates and related 
assumptions or the market changes, we may be required to record additional reserves.  Historically, actual results have not varied 
materially from the Company's estimates. 



 
The provision for potential inventory obsolescence was $180,000 for each of the years ended May 31, 2015 and 2014. 
 
Revenue Recognition 
 
Sales are recognized when units are delivered or services are performed.  Sales under fixed-price contracts are recorded as 
deliveries are made at the contract sales price of the units delivered.  Sales under certain fixed-price contracts requiring substantial 
performance over several periods prior to commencement of deliveries, are accounted for under the percentage-of-completion 
method of accounting whereby revenues are recognized based on estimates of completion prepared on a ratio of cost to total 
estimated cost basis.  Costs include all material and direct and indirect charges related to specific contracts.  Other expenses are 
charged to operations, as incurred.  Total estimated costs for each of the contracts are estimated based on a combination of 
historical costs of manufacturing similar products and estimates or quotes from vendors for supplying parts or services towards 
the completion of the manufacturing process.  Adjustments to cost and profit estimates are made periodically due to changes in 
job performance, job conditions and estimated profitability, including those arising from final contract settlements.  These 
changes may result in revisions to costs and income and are recognized in the period in which the revisions are determined.  Any 
losses expected to be incurred on contracts in progress are charged to operations in the period such losses are determined.  If total 
costs calculated upon completion of the manufacturing process in the current period for a contract are more than the estimated 
total costs at completion used to calculate revenue in a prior period, then the revenue and profits in the current period will be 
lower than if the estimated costs used in the prior period calculation were equal to the actual total costs upon completion.  
Historically, actual results have not varied materially from the Company's estimates.  In the fiscal year ended May 31, 2015, 70% 
of total revenue recognized was accounted for using the percentage-of-completion method of accounting while the remaining 
30% of revenue was recorded as deliveries were made to our customers.  In the fiscal year ended May 31, 2014, 47% of total 
revenue recognized was accounted for using the percentage-of-completion method of accounting while the remaining 53% of 
revenue was recorded as deliveries were made to our customers. 
 
For financial statement presentation purposes, the Company nets progress billings against the total costs incurred on uncompleted 
contracts.  The asset, "costs and estimated earnings in excess of billings," represents revenues recognized in excess of amounts 
billed.  The liability, "billings in excess of costs and estimated earnings," represents billings in excess of revenues recognized. 
 
Income Taxes 
 
The provision for income taxes provides for the tax effects of transactions reported in the financial statements regardless of when 
such taxes are payable.  Deferred tax assets and liabilities are recognized for the expected future tax consequences of temporary 
differences between the tax and financial statement basis of assets and liabilities.  The deferred tax assets relate principally to 
asset valuation allowances such as inventory obsolescence reserves and bad debt reserves and also to liabilities including warranty 
reserves, accrued vacation, accrued commissions and others.  The deferred tax liabilities relate primarily to differences between 
financial statement and tax depreciation.  Deferred taxes are based on tax laws currently enacted with tax rates expected to be in 
effect when the taxes are actually paid or recovered.   
 
Realization of the deferred tax assets is dependent on generating sufficient taxable income at the time temporary differences 
become deductible.  The Company provides a valuation allowance to the extent that deferred tax assets may not be realized.  A 
valuation allowance has not been recorded against the deferred tax assets since management believes it is more likely than not 
that the deferred tax assets are recoverable.  The Company considers future taxable income and potential tax planning strategies in 
assessing the need for a potential valuation allowance.  In future years the Company will need to generate approximately $2.5 
million of taxable income in order to realize our deferred tax assets recorded as of May 31, 2015 of $858,000.  This deferred tax 
asset balance is 22% ($240,000) less than at the end of the prior year.  The amount of the deferred tax assets considered realizable 
however, could be reduced in the near term if estimates of future taxable income are reduced.  If actual results differ from 
estimated results or if the Company adjusts these assumptions, the Company may need to adjust its deferred tax assets or 
liabilities, which could impact its effective tax rate.  Historically, actual results have not varied materially from the Company's 
estimates. 
 
The Company's practice is to recognize interest related to income tax matters in interest income / expense and to recognize 
penalties in selling, general and administrative expenses. 
 
The Company and its subsidiary file consolidated Federal and State income tax returns.  As of May 31, 2015, the Company had 
State investment tax credit carryforwards of approximately $261,000 expiring through May 2021. 
  



 
 
Results of Operations 
 
A summary of the period to period changes in the principal items included in the consolidated statements of income is shown 
below: 

Summary comparison of the years ended May 31, 2015 and 2014  
  Increase /  

  (Decrease)  

Sales, net  $  10,578,000 
Cost of goods sold  $    7,299,000 

Selling, general and administrative expenses  $    1,763,000 
Income before provision for income taxes  $    1,506,000 

Provision for income taxes  $       462,000 
Net income  $    1,044,000 

 
For the year ended May 31, 2015 (All figures being discussed are for the year ended May 31, 2015 as compared to the year 
ended May 31, 2014.) 

 Year ended May 31   Change  

2015  2014   Amount   Percent  

Net Revenue $   30,589,000 $   20,011,000 $   10,578,000 53% 

Cost of sales 21,845,000 14,546,000 7,299,000    50% 

Gross profit $     8,744,000 $     5,465,000 $     3,279,000    60% 

… as a percentage of net revenues 29% 27% 
 

 
The Company's consolidated results of operations showed a 53% increase in net revenues and an increase in net income of 92%. 
Gross profit increased by 60%. The growth in net revenue is mostly due to increased construction activity in the U.S. and Asia for 
new and retrofitted buildings and bridges requiring seismic protection.  There was also strong growth in sales of isolation systems 
to defense customers for naval and aerospace applications.  In the current period, revenues accounted for under the percentage-of-
completion method of accounting increased by 126% from the level recorded in the prior year.  This increase is primarily due to 
more projects in process in the current year (63 in fiscal 2015; 51 in fiscal 2014).  Of the 63 projects in process during this year, 
36 were still in process at 5/31/15 compared with the prior year when 25 of the 51 projects worked on were still in process at 
5/31/14.  The average value of these projects in-process at the end of the current fiscal year ($862,000) increased by 21% from the 
projects in-process at the end of the prior fiscal year ($710,000).  The projects in the current year are 49% complete in the 
aggregate as compared with 31% for those in process at 5/31/14.  Revenues recorded for all other product sales decreased by 12% 
from last year.  The gross profit as a percentage of net revenues for the current and prior year periods was 29% and 27%, 
respectively.    
 
The number of projects in-process fluctuates from period to period, as does the average value of projects in-process.  The changes 
from the prior period to the current period are not necessarily representative of future results. 
 
The mix of customers buying our products changed from last year.  Sales of the Company's products are made to three general 
groups of customers: industrial, construction and aerospace / defense.  An 83% increase from last year’s level in sales to 
construction customers who were seeking seismic / wind protection for either construction of new buildings and bridges or 
retrofitting existing buildings and bridges far surpassed a 35% increase in sales to customers in aerospace / defense and a 5% 
decrease in sales to customers using our products in industrial applications.  A breakdown of sales to these three general groups of 
customers is as follows:  
 

 Year ended May 31 
 2015 2014 

Industrial   7% 10% 
Construction 54% 46% 

Aerospace / Defense 39% 44% 
 



At May 31, 2014, we had 107 open sales orders in our backlog with a total sales value of $24.6 million.  At May 31, 2015, we had 
139 open sales orders in our backlog and the total sales value is $25.2 million.  $16.0 million of the current backlog is on projects 
already in progress.  $12.4 million of the $24.6 million sales order backlog at May 31, 2014 was in progress at that date.  44% of 
the sales value in the backlog is for aerospace / defense customers compared to 40% at the end of fiscal 2014.  As a percentage of 
the total sales order backlog, orders from customers in construction accounted for 55% at May 31, 2015 and 58% at May 31, 
2014.  
 
The Company's backlog, revenues, commission expense, gross margins, gross profits, and net income fluctuate from period to 
period.  The changes in the current period, compared to the prior period, are not necessarily representative of future results. 
 
Net revenue by geographic region, as a percentage of total net revenue for fiscal years ended May 31, 2015 and 2014 is as 
follows: 
 

 Year ended May 31 
 2015 2014 

North America 66% 63% 
Asia 31% 33% 

Other 3% 4% 
 
Selling, General and Administrative Expenses 
 

 Year ended May 31  Change  

 2015  2014  Amount   Percent  
Outside Commissions  $      1,748,000 $      794,000 $       954,000    120% 

Other SG&A 3,935,000 3,126,000 809,000     26% 

Total SG&A $   5,683,000 $   3,920,000 $  1,763,000     45% 

… as a percentage of net revenues 19% 20% 
 

 
Selling, general and administrative expenses increased by 45% from the prior year.  Outside commission expense increased 120% 
from last year's level.  This fluctuation was primarily due to the increase in the level of sales from last year to this as well as an 
increased use of outside sales representatives.  Other selling, general and administrative expenses increased by 26% from last 
year.  This increase is primarily due to an increase in air-freight charges incurred this year in order to meet contractual obligations 
to deliver products on schedule along with an increase in estimated incentive compensation expense from the prior period related 
to the higher level of sales and operating results. 
 
The above factors resulted in operating income of $3,061,000 for the year ended May 31, 2015, up 98% from the $1,546,000 in 
the prior year.  
 
The Company's effective tax rate (ETR) is calculated based upon current assumptions relating to the year's operating results and 
various tax related items.  The ETR for the fiscal year ended May 31, 2015 is 29.2%, slightly more than the ETR for the prior year 
of 27.9%.  A reconciliation of provision for income taxes at the statutory rate to income tax provision at the Company's effective 
rate is as follows: 
 

            2015          2014  
Computed tax provision at the expected statutory rate $ 1,045,000 $533,000 
State income tax - net of Federal tax benefit - 1,000 
Tax effect of permanent differences:   

Research tax credits (101,000) (99,000) 
Other permanent differences (44,000) (17,000) 

Other (1,000) 19,000 
 $   899,000 $   437,000 

 
  



 
Stock Options 
 
The Company has stock option plans which provide for the granting of nonqualified or incentive stock options to officers, key 
employees and non-employee directors.  Options granted under the plans are exercisable over a ten year term.  Options not 
exercised by the end of the term expire.   
 
The Company measures compensation cost arising from the grant of share-based payments to employees at fair value and 
recognizes such cost in income over the period during which the employee is required to provide service in exchange for the 
award.  The Company recognized $116,000 and $112,000 of compensation cost for the years ended May 31, 2015 and 2014.     
 
The fair value of each stock option grant has been determined using the Black-Scholes model.  The model considers assumptions 
related to exercise price, expected volatility, risk-free interest rate, and the weighted average expected term of the stock option 
grants.  The Company used a weighted average expected term.  Expected volatility assumptions utilized in the model were based 
on volatility of the Company's stock price for the thirty month period immediately preceding the granting of the options.  The 
Company issued stock options in August 2014 and April 2015.  The risk-free interest rate is derived from the U.S. treasury yield.   
The following assumptions were used in the Black-Scholes model in estimating the fair market value of the Company's stock 
option grants: 

August 2014 April 2015 
Risk-free interest rate: 2.375% 2.25% 

Expected life of the options: 3 years 3.3 years 
Expected share price volatility: 31% 26% 

Expected dividends: zero zero 
These assumptions resulted in estimated fair-market value per stock option: $2.06 $2.63 

 
The ultimate value of the options will depend on the future price of the Company's common stock, which cannot be forecast with 
reasonable accuracy.  A summary of changes in the stock options outstanding during the year ended May 31, 2015 is presented 
below. 

Weighted- 
Number of Average 

Options Exercise Price 
Options outstanding and exercisable at May 31, 2014: 219,500       $  7.31 

Options granted: 48,000       $10.82 
Less: Options exercised: 26,750      $  6.00 

Options outstanding and exercisable at May 31, 2015: 240,750       $  8.16 
Closing value per share on NASDAQ at May 31, 2015:      $12.87 

 
 

Capital Resources, Line of Credit and Long-Term Debt 
 
The Company's primary liquidity is dependent upon its working capital needs.  These are primarily inventory, accounts 
receivable, costs and estimated earnings in excess of billings, accounts payable, accrued commissions, billings in excess of costs 
and estimated earnings, and debt service.  The Company's primary sources of liquidity have been operations and bank financing.   
 
Capital expenditures for the year ended May 31, 2015 were $746,000 compared to $1,356,000 in the prior year.  The Company 
has commitments to make capital expenditures of approximately $75,000 as of May 31, 2015.   
 
The Company has a $6,000,000 demand line of credit from a bank, with interest payable at the Company's option of 30, 60, 90 or 
180 day LIBOR rate plus 2.5% or the bank's prime rate less .25%.  There is no outstanding balance at May 31, 2015.  There was 
no outstanding balance as of May 31, 2014.  The outstanding balance on the line of credit fluctuates as the Company's various 
long-term projects progress.  The line is secured by accounts receivable, equipment, inventory, and general intangibles, and a 
negative pledge of the Company's real property.  This line of credit is subject to the usual terms and conditions applied by the 
bank and is subject to renewal annually.  In conjunction with this line of credit, the Company agreed to the following covenants: 
  



 

Covenant 
Minimum per 

Covenant Current Actual When Measured 
Minimum level of working capital $3,000,000 $17,146,000 Quarterly 
Minimum debt service coverage ratio 1.5:1 n/a Fiscal Year-end 

 
The bank is not committed to make loans under this line of credit and no commitment fee is charged. 
 
Inventory and Maintenance Inventory 

 May 31, 2015   May 31, 2014 Increase /(Decrease) 
Raw materials $     520,000 $     571,000 $      (51,000 )   - 9% 

Work in process 7,658,000 8,149,000 (491,000 )   - 6% 
Finished goods 485,000 258,000 227,000     88% 

Inventory 8,663,000 91% 8,978,000 91% (315,000 )   - 4% 
Maintenance and other inventory 890,000 9% 837,000 9% 53,000      6% 

Total $  9,553,000 100% $  9,815,000 100% $    (262,000 )   - 3% 
 

Inventory turnover 2.3 1.5  
 
Inventory, at $8,663,000 as of May 31, 2015, is 4% lower than the prior year-end.  Of this, approximately 88% is work in process, 
6% is finished goods, and 6% is raw materials.  All of the current inventory is expected to be consumed or sold within twelve 
months.  The level of inventory will fluctuate from time to time due to the stage of completion of the non-project sales orders in 
progress at the time.  
 
The Company continues to rework slow-moving inventory, where applicable, to convert it to product to be used on customer 
orders.  There was approximately $262,000 of slow-moving inventory used during the year ended May 31, 2015.  The Company 
disposed of approximately $260,000 and $153,000 of obsolete inventory during the years ended May 31, 2015 and 2014, 
respectively.   
 
Accounts Receivable, Costs and Estimated Earnings in Excess of Billings (“CIEB) and Billings in Excess of Costs and 
Estimated Earnings (BIEC”) 
 

 May 31, 2015   May 31, 2014 Increase /(Decrease) 

Accounts receivable $    4,755,000 $   2,894,000 $    1,861,000   64% 
CIEB 5,170,000 2,374,000 2,796,000 118% 

Less: BIEC 2,723,000 851,000 1,872,000 220% 

Net $    7,202,000 $   4,417,000 $    2,785,000   63% 
 

Number of an average day’s sales outstanding in 
accounts receivable (DSO) 40 49 

 

 
The Company combines the totals of accounts receivable, the asset CIEB, and the liability BIEC, to determine how much cash the 
Company will eventually realize from revenue recorded to date.  As the accounts receivable figure rises in relation to the other 
two figures, the Company can anticipate increased cash receipts within the ensuing 30-60 days.   
 
Accounts receivable of $4,755,000 as of May 31, 2015 includes approximately $230,000 of amounts retained by customers on 
long-term construction projects.  The Company expects to collect all of these amounts, including the retained amounts, during the 
next twelve months.  The number of an average day's sales outstanding in accounts receivable (DSO) decreased from 49 days at 
May 31, 2014 to 40 days at May 31, 2015.  The DSO is a function of 1.) the level of sales for an average day (for example, total 
sales for the past three months divided by 90 days) and 2.) the level of accounts receivable at the balance sheet date.  The level of 
sales for an average day in the fourth quarter of the current year is slightly more than double the level in the fourth quarter of the 
prior year.  The level of accounts receivable at the end of the current year is 64% more than at the end of the prior year.  The 
combination of these two factors caused the DSO to decrease from last year end to this. The increase in the level of accounts 
receivable was due to a significant increase (106%) in the amount of billings to customers on projects in April and May 2015 over 
April and May 2014. 
 



The status of the projects in-progress at the end of the current and prior fiscal years have changed in the factors affecting the year-
end balances in the asset CIEB, and the liability BIEC: 
 

 2015 2014 
Number of projects in progress at year-end 36 25 

Aggregate percent complete at year-end 49% 31% 
Average total value of projects in progress at year-end $862,000 $710,000 

Percentage of total value invoiced to customer 41% 22% 
 
There are 44% more projects in-process at the end of the current fiscal year as compared with the prior year end and the average 
value of those projects has increased by 21% between those two dates.   
 
As noted above, CIEB represents revenues recognized in excess of amounts billed.  Whenever possible, the Company negotiates a 
provision in sales contracts to allow the Company to bill, and collect from the customer, payments in advance of shipments.  
Unfortunately, provisions such as this are often not possible.  The $5,170,000 balance in this account at May 31, 2015 is a 118% 
increase from the prior year-end.  Generally, if progress billings are permitted under the terms of a project sales agreement, then 
the more complete the project is, the more progress billings will be permitted.  The Company expects to bill the entire amount 
during the next twelve months.  57% of the CIEB balance as of the end of the last fiscal quarter, February 28, 2015, was billed to 
those customers in the current fiscal quarter ended May 31, 2015.  The remainder will be billed as the projects progress, in 
accordance with the terms specified in the various contracts. 
 
As of May 31, 2015, there are sales orders for four projects that are not yet in progress.  These projects average $253,000 each in 
value upon completion.  This compares to eight such projects as of the prior year end with an average value of $730,000. 
 
The year-end balances in the CIEB account are comprised of the following components: 
 

 May 31, 2015  May 31, 2014 
Costs $  7,005,000  $  3,055,000 

Estimated earnings 3,185,000  929,000 
Less: Billings to customers 5,020,000  1,610,000 

CIEB $  5,170,000  $  2,374,000 
Number of projects in progress 25  17 

 
As noted above, BIEC represents billings to customers in excess of revenues recognized.  The $2,723,000 balance in this account 
at May 31, 2015 is in comparison to a $851,000 balance at the end of the prior year.  The balance in this account fluctuates in the 
same manner and for the same reasons as the account "costs and estimated earnings in excess of billings", discussed above.   Final 
delivery of product under these contracts is expected to occur during the next twelve months. 
 
The year-end balances in this account are comprised of the following components: 
 

 May 31, 2015  May 31, 2014 
Billings to customers $   7,556,000  $   2,236,000 

Less:  Costs 3,434,000  1,072,000 
Less: Estimated earnings 1,399,000  313,000 

BIEC $   2,723,000  $      851,000 
Number of projects in progress 11  8 

 
Accounts payable, at $2,703,000 as of May 31, 2015, is significantly (132%) higher than the prior year-end.  This increase is due 
to a greater level of purchased materials required to fill existing customer sales orders. The Company expects the current accounts 
payable amount to be paid during the next twelve months.   
 
Commission expense on applicable sales orders is recognized at the time revenue is recognized.  The commission is paid 
following receipt of payment from the customers.  Accrued commissions as of May 31, 2015 are $763,000.  This is 78% more 
than the $430,000 accrued at the prior year-end.  This significant increase is due to the increased level of commissionable sales in 
the current year over the prior year.  The Company expects the current accrued amount to be paid during the next twelve months.   
 
Other accrued expenses of $1,395,000 increased by 11% from the prior year of $1,259,000.  This increase is primarily due to an 
increase in estimated incentive compensation expense from the prior period related to the higher level of operating results. 
 



Management believes that the Company's cash on hand, cash flows from operations and borrowing capacity under the bank line 
of credit will be sufficient to fund ongoing operations, capital improvements and share repurchases (if any) for the next twelve 
months.   
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TAYLOR DEVICES, INC. AND SUBSIDIARY     

Consolidated Balance Sheets   

May 31, 2015 2014 
    
Assets   
Current assets: 

 Cash and cash equivalents    $      4,895,898    $      2,793,642 
 Accounts receivable, net (Note 2)            4,754,757            2,894,344 
 Inventory (Note 3)            8,662,056            8,978,302 
 Prepaid expenses               375,129               423,232 
 Prepaid income taxes                 14,977                       - 
 Costs and estimated earnings in excess of billings (Note 4)            5,169,956            2,373,791 
 Deferred income taxes (Note 10)               858,900            1,098,600 
  Total current assets          24,731,673          18,561,911   
  
Maintenance and other inventory, net (Note 5)               889,929               836,569 
Property and equipment, net (Note 6)            7,873,511            7,867,728 
Cash value of life insurance, net               169,995               164,568 
     $    33,665,108    $    27,430,776 
Liabilities and Stockholders' Equity 
Current liabilities: 
 Accounts payable    $      2,703,065    $      1,166,162 
 Accrued commissions               763,463               429,839 
 Other accrued expenses            1,395,341            1,258,765 
 Billings in excess of costs and estimated earnings (Note 4)            2,723,472               850,531 
 Accrued income taxes                           -                 85,023 
  Total current liabilities            7,585,341            3,790,320 
  
Deferred income taxes (Note 10)               628,785               558,485 
 
Stockholders' Equity: 
 Common stock, $.025 par value, authorized 8,000,000 shares, 
   issued 3,901,397 and 3,872,959 shares                 97,535                 96,824 
 Paid-in capital            7,975,397            7,682,170 
 Retained earnings          19,976,908          17,801,960 
           28,049,840          25,580,954 
 Treasury stock - 537,733 and 530,143 shares at cost           (2,598,858)          (2,498,983) 
  Total stockholders' equity          25,450,982          23,081,971 
       $    33,665,108    $    27,430,776 

    

See notes to consolidated financial statements.  
 
  



TAYLOR DEVICES, INC. AND SUBSIDIARY      
 

Consolidated Statements of Income  

 

For the years ended May 31, 2015  2014 
 

 

Sales, net (Note 9)  $ 30,589,266  $ 20,011,228 
 

Cost of goods sold 21,844,715  14,545,882 
 

     Gross profit 8,744,551  5,465,346 
 

Selling, general and administrative expenses 5,683,108  3,919,594 
 

     Operating income 3,061,443  1,545,752 
 

Other income   

   Interest, net 3,988   860 

   Miscellaneous     8,517  21,600 

Total other income  12,505 22,460 
 

     Income before provision for income taxes 3,073,948  1,568,212 
 

Provision for income taxes (Note 10) 899,000  437,000 

    

     Net income $   2,174,948  $   1,131,212 
 

Basic earnings per common share (Note 11)     $ 0.65  $ 0.34 

Diluted earnings per common share (Note 11)     $ 0.64  $ 0.34 

 

See notes to consolidated financial statements.  

 
  



 
 

  

TAYLOR DEVICES, INC. AND SUBSIDIARY         

      

Consolidated Statements of Stockholders' Equity    

      

For the years ended May 31, 2015 and 2014         

  Common Paid-In Retained Treasury 

  Stock Capital Earnings Stock 

      

Balance, May 31, 2013    $    96,029     $    7,397,963   $    16,670,748    $   (2,498,983)

     

 Net income for the year ended May 31, 2014                   -                           -          1,131,212                        -

      

 Common stock issued for employee stock     

     option plan (Note 14)              750               156,900                          -                        -

      

 Common stock issued for employee stock     

     purchase plan (Note 13)                 45                 15,136                         -                        -
      

 Stock options issued for services                   -               112,171                         -                         -

      

Balance, May 31, 2014          96,824            7,682,170         17,801,960         (2,498,983)

      

 Net income for the year ended May 31, 2015                   -                           -          2,174,948                        -

      

 Common stock issued for employee stock     

     option plan (Note 14)               669               159,939                         -             (99,875)

      

 Common stock issued for employee stock     

     purchase plan (Note 13)                 42                 17,219                         -                        -

      

 Stock options issued for services                   -               116,069                         -                        -

      

Balance, May 31, 2015     $   97,535     $     7,975,397     $  19,976,908    $  (2,598,858)

      
      

See notes to consolidated financial statements.    



 
TAYLOR DEVICES, INC. AND SUBSIDIARY     

Consolidated Statements of Cash Flows   

For the years ended May 31, 2015 2014 

Operating activities:   
 Net income     $     2,174,948     $    1,131,212 
 Adjustments to reconcile net income to net cash flows from 
   operating activities: 
  Depreciation               740,844              699,039 
  Stock options issued for services               116,069              112,171 
  Bad debts expense (recovery)                         -                (32,024)
  Provision for inventory obsolescence               180,000              180,000 
  Deferred income taxes               310,000              124,300 
  Changes in other current assets and liabilities: 
   Accounts receivable            (1,860,413)              (617,745)
   Inventory                 82,886                33,614 
   Prepaid expenses                 48,103              (123,456)
   Prepaid income taxes                 (14,977)              157,137 
   Costs and estimated earnings in excess of billings            (2,796,165)                84,031 
   Accounts payable            1,536,903                (43,435)
   Accrued commissions               333,624                  (6,893)
   Other accrued expenses               136,576              (477,592)
   Billings in excess of costs and estimated earnings            1,872,941              678,650 
   Accrued income taxes                 (85,023)                85,023 
    Net operating activities            2,776,316           1,984,032 

Investing activities: 
 Acquisition of property and equipment               (746,627)           (1,355,605)
 Increase in cash value of life insurance                   (5,427)                  (5,490)
    Net investing activities               (752,054)           (1,361,095)

Financing activities: 
 Proceeds from issuance of common stock                 77,994              172,831 
    Net financing activities                 77,994              172,831 

    Net change in cash and cash equivalents            2,102,256              795,768 

Cash and cash equivalents - beginning            2,793,642           1,997,874 

        Cash and cash equivalents - ending $         4,895,898    $     2,793,642 

See notes to consolidated financial statements. 
 
  



TAYLOR DEVICES, INC. AND SUBSIDIARY 
 
Notes to Consolidated Financial Statements 
 

 
1.  Summary of Significant Accounting Policies: 
 
Nature of Operations: 
 
Taylor Devices, Inc. (the Company) manufactures and sells a single group of very similar products that have many different 
applications for customers.  These similar products are included in one of six categories; namely, Seismic Dampers, 
Fluidicshoks®, Crane and Industrial Buffers, Self-Adjusting Shock Absorbers, Liquid Die Springs, and Vibration Dampers for 
use in various types of machinery, equipment and structures, primarily to customers which are located throughout the United 
States and several foreign countries.  The products are manufactured at the Company's sole operating facility in the United States 
where all of the Company's long-lived assets reside. Management does not track or otherwise account for sales broken down by 
these categories. 
 
65% of the Company's 2015 revenue was generated from sales to customers in the United States and 31% was from sales to 
customers in Asia.  Remaining sales were to customers in other countries in North America, Europe and South America. 
 
62% of the Company's 2014 revenue was generated from sales to customers in the United States and 33% was from sales to 
customers in Asia.  Remaining sales were to customers in other countries in North America, Europe, and South America. 
 
Principles of Consolidation: 
 
The accompanying consolidated financial statements include the accounts of the Company and its wholly owned subsidiary, 
Tayco Realty Corporation (Realty).  All inter-company transactions and balances have been eliminated in consolidation. 
 
Subsequent Events: 
 
The Company has evaluated events and transactions for potential recognition or disclosure in the financial statements through the 
date the financial statements were issued. 
 
Use of Estimates: 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of 
America requires management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes.  Actual results could differ from those estimates. 
 
Cash and Cash Equivalents: 
 
The Company includes all highly liquid investments in money market funds in cash and cash equivalents on the accompanying 
balance sheets.  
 
Cash and cash equivalents in financial institutions may exceed insured limits at various times during the year and subject the 
Company to concentrations of credit risk. 
 
Accounts Receivable: 
 
Accounts receivable are stated at an amount management expects to collect from outstanding balances.  Management provides for 
probable uncollectible accounts through a charge to earnings and a credit to a valuation allowance based on its assessment of the 
current status of individual accounts.  Balances that are still outstanding after management has used reasonable collection efforts 
are written off through a charge to the valuation allowance and a credit to accounts receivable. 
 
Inventory: 
 
Inventory is stated at the lower of average cost or market. Average cost approximates first-in, first-out cost. 
  



 
Property and Equipment: 
 
Property and equipment is stated at cost net of accumulated depreciation.  Deprecation is provided primarily using the straight-
line method for financial reporting purposes, and accelerated methods for income tax reporting purposes.  Maintenance and 
repairs are charged to operations as incurred; significant improvements are capitalized. 
 
Cash Value of Life Insurance: 
 
Cash value of life insurance is stated at the surrender value of the contracts. 
 
Revenue Recognition: 
 
Sales are recognized when units are delivered or services are performed.  Sales under fixed-price contracts are recorded as 
deliveries are made at the contract sales price of the units delivered.  Sales under certain fixed-price contracts requiring substantial 
performance over several periods prior to commencement of deliveries, are accounted for under the percentage-of-completion 
method of accounting whereby revenues are recognized based on estimates of completion prepared on a ratio of cost to total 
estimated cost basis.  Costs include all material and direct and indirect charges related to specific contracts.  Other expenses are 
charged to operations as incurred.  Total estimated costs for each of the contracts are estimated based on a combination of 
historical costs of manufacturing similar products and estimates or quotes from vendors for supplying parts or services towards 
the completion of the manufacturing process.  Adjustments to cost estimates are made periodically, and losses expected to be 
incurred on contracts in progress are charged to operations in the period such losses are determined.  If total costs calculated upon 
completion of the manufacturing process in the current period for a contract are more than the estimated total costs at completion 
used to calculate revenue in a prior period, then the revenue and profits in the current period will be lower than if the estimated 
costs used in the prior period calculation were equal to the actual total costs upon completion.  In the fiscal year ended May 31, 
2015, 70% of total revenue recognized was accounted for using the percentage-of-completion method of accounting while the 
remaining 30% of revenue was recorded as deliveries were made to our customers.  In the fiscal year ended May 31, 2014, 47% 
of total revenue recognized was accounted for using the percentage-of-completion method of accounting while the remaining 
53% of revenue was recorded as deliveries were made to our customers. 
 
For financial statement presentation purposes, the Company nets progress billings against the total costs incurred on uncompleted 
contracts.  The asset, "costs and estimated earnings in excess of billings," represents revenues recognized in excess of amounts 
billed.  The liability, "billings in excess of costs and estimated earnings," represents billings in excess of revenues recognized. 
 
Shipping and Handling Costs: 
 
Shipping and handling costs are classified as a component of selling, general and administrative expenses.  The amount of these 
costs were $247,077 and $108,446 for the years ended May 31, 2015 and 2014. 
 
Income Taxes: 
 
The provision for income taxes provides for the tax effects of transactions reported in the financial statements regardless of when 
such taxes are payable.  Deferred tax assets and liabilities are recognized for the expected future tax consequences of temporary 
differences between the tax and financial statement basis of assets and liabilities.  Deferred taxes are based on tax laws currently 
enacted with tax rates expected to be in effect when the taxes are actually paid or recovered.  
 
The Company's practice is to recognize interest related to income tax matters in interest income / expense and to recognize penalties in 
selling, general and administrative expenses.  The Company did not have any accrued interest or penalties included in its consolidated 
balance sheets at May 31, 2015 or 2014.  The Company recorded no interest expense or penalties in its consolidated statements of 
income during the years ended May 31, 2015 and 2014. 
 
The Company believes it is no longer subject to examination by federal and state taxing authorities for years prior to May 31, 2012. 
 
Sales Taxes: 
 
Certain jurisdictions impose a sales tax on Company sales to nonexempt customers.  The Company collects these taxes from 
customers and remits the entire amount as required by the applicable law.  The Company excludes from revenues and expenses 
the tax collected and remitted. 
 



Stock-Based Compensation: 
 
The Company measures compensation cost arising from the grant of share-based payments to employees at fair value and 
recognizes such cost in income over the period during which the employee is required to provide service in exchange for the 
award. The stock-based compensation expense for the years ended May 31, 2015 and 2014 was $116,069 and $112,171. 
 
New Accounting Standards: 
 
In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2014-09, 
Revenue from Contracts with Customers.  ASU 2014-09 is a comprehensive new revenue recognition model that requires a 
company to recognize revenue to depict the transfer of goods or services to a customer at an amount that reflects the consideration 
it expects to receive in exchange for those goods or services.  ASU 2014-09 also requires additional disclosure about the nature, 
amount, timing and uncertainty of revenue and cash flows arising from customer contracts, including significant judgments and 
changes in judgments and assets recognized from costs incurred to obtain or fulfill a contract.  ASU 2014-09 is effective for 
annual reporting periods, and interim periods within that period, beginning after December 15, 2016 (fiscal year 2018 for the 
Company) and early adoption is not permitted.  Companies may use either a full retrospective or a modified retrospective 
approach to adopt ASU 2014-09.  The Company has not yet determined the potential effects of the adoption of ASU 2014-09 on 
its Consolidated Financial Statements. 
 
Other recently issued Accounting Standards Codification (ASC) guidance has either been implemented or are not significant to 
the Company. 
 
2.  Accounts Receivable: 
 

 2015 2014 
Customers $  4,534,143 $  2,348,113
Customers - retention 230,370 556,231
 4,764,513 2,904,344
Less allowance for doubtful accounts 9,756 10,000
 $  4,754,757 $  2,894,344

 
3.  Inventory:  
 

 2015 2014 
Raw materials $     519,598 $     571,491
Work-in-process 7,657,720 8,149,015
Finished goods 584,738 357,796
 8,762,056 9,078,302
Less allowance for obsolescence 100,000 100,000
 $  8,662,056 $  8,978,302

 
4.  Costs and Estimated Earnings on Uncompleted Contracts: 
 

 2015 2014 
Costs incurred on uncompleted contracts $10,439,879 $  4,126,406
Estimated earnings 4,584,090 1,242,594
 15,023,969 5,369,000
Less billings to date 12,577,485 3,845,740
 $  2,446,484 $  1,523,260

 
Amounts are included in the accompanying balance sheets under the following captions: 
 

 2015 2014 
Costs and estimated earnings in excess of billings $  5,169,956 $  2,373,791
Billings in excess of costs and estimated earnings  2,723,472 850,531
 $  2,446,484 $  1,523,260

 
  



5.  Maintenance and Other Inventory: 
 
 

 2015 2014 
Maintenance and other inventory $ 2,102,494 $ 2,128,710
Less allowance for obsolescence 1,212,565 1,292,141
 $    889,929 $    836,569

 
Maintenance and other inventory represent stock that is estimated to have a product life-cycle in excess of twelve-months.  This 
stock represents certain items the Company is required to maintain for service of products sold, and items that are generally 
subject to spontaneous ordering. 
 
This inventory is particularly sensitive to technical obsolescence in the near term due to its use in industries characterized by the 
continuous introduction of new product lines, rapid technological advances and product obsolescence.  Therefore, management of 
the Company has recorded an allowance for potential inventory obsolescence. 
 
The provision for potential inventory obsolescence was $180,000 for each of the years ended May 31, 2015 and 2014. 
 
6.  Property and Equipment: 
 

 2015 2014 
Land $      195,220 $      195,220 
Buildings and improvements 7,908,653 7,752,647 
Machinery and equipment 7,566,026 7,089,831 
Office furniture and equipment 1,328,806 1,222,222 
Autos and trucks 73,331 73,331 
Land improvements 379,432 371,590 
 17,451,468 16,704,841 
Less accumulated depreciation 9,577,957 8,837,113 
 $   7,873,511 $   7,867,728 

 
Depreciation expense was $740,844 and $699,039 for the years ended May 31, 2015 and 2014. 
 
7.  Short-Term Borrowings: 
 
The Company has a credit facility with a $6,000,000 demand line of credit from a bank, with interest payable at the Company's 
option of 30, 60, 90 or 180 day LIBOR rate plus 2.5% or the bank's prime rate less .25%.  The line is secured by accounts 
receivable, equipment, inventory, general intangibles, and a negative pledge of the Company's real property.  This line of credit is 
subject to the usual terms and conditions applied by the bank and subject to renewal annually.  
 
There is no amount outstanding under the line of credit at May 31, 2015 or May 31, 2014.   
 
The Company uses a cash management facility under which the bank draws against the available line of credit to cover checks 
presented for payment on a daily basis.  Outstanding checks under this arrangement totaled $618,974 and $264,146 as of May 31, 
2015 and 2014.  These amounts are included in accounts payable. 
 
8.  Legal Proceedings:  
 
There are no legal proceedings except for routine litigation incidental to the business. 
  



9.  Sales: 
 
The Company manufactures and sells a single group of very similar products that have many different applications for customers.  
These similar products are included in one of six categories; namely, Seismic Dampers, Fluidicshoks®, Crane and Industrial 
Buffers, Self-Adjusting Shock Absorbers, Liquid Die Springs, and Vibration Dampers.  Management does not track or otherwise 
account for sales broken down by these categories.  Sales of the Company's products are made to three general groups of 
customers: industrial, construction and aerospace / defense.  A breakdown of sales to these three general groups of customers is as 
follows:   

 2015  2014 
Construction $  16,658,555  $  9,110,853 
Aerospace / Defense 12,009,356  8,879,443 
Industrial 1,921,355  2,020,932 

 $30,589,266  $20,011,228 
 
Sales to seven customers approximated 62% (14%, 12%, 11%, 9%, 6% and two at 5%, respectively) of net sales for 2015. Sales 
to five customers approximated 50% (20%, 10%, 9%, 6% and 5%, respectively) of net sales for 2014. 
 
10.  Income Taxes: 

 2015 2014  
Current tax provision:  

Federal  $  589,000 $  311,000 
State 300 1,700 

 589,300 312,700 
Deferred tax provision:  

Federal 308,600 122,900 
State 1,100 1,400 

 309,700 124,300 
 $  899,000 $  437,000 

 
A reconciliation of provision for income taxes at the statutory rate to income tax provision at the Company's effective rate is as 
follows: 

 2015 2014 
Computed tax provision at the expected statutory rate $1,045,200 $   533,200 
State income tax - net of Federal tax benefit 200 1,000 
Tax effect of permanent differences:  

Research tax credits (101,000) (99,000)
Other permanent differences (44,700) (17,200)

Other (700) 19,000 
 $   899,000 $   437,000 
Effective income tax rate 29.2% 27.9%  

 
Significant components of the Company's deferred tax assets and liabilities consist of the following: 
 

 2015 2014  
Deferred tax assets:  
Allowance for doubtful receivables $       3,300 $       3,400 
Tax inventory adjustment 77,700 254,600 
Allowance for obsolete inventory 447,700 474,800 
Accrued vacation 63,900 59,800 
Accrued commissions 9,300 8,900 
Warranty reserve 12,400 89,900 
Stock options issued for services 244,600 207,200 

 858,900 1,098,600 
Deferred tax liabilities:  
Excess tax depreciation (628,785) (558,485)

Net deferred tax assets $   230,115 $   540,115 
 



 
 
Realization of the deferred tax assets is dependent on generating sufficient taxable income at the time temporary differences 
become deductible.  The Company provides a valuation allowance to the extent that deferred tax assets may not be realized.  A 
valuation allowance has not been recorded against the deferred tax assets since management believes it is more likely than not 
that the deferred tax assets are recoverable.  The Company considers future taxable income and potential tax planning strategies in 
assessing the need for a potential valuation allowance.  The amount of the deferred tax assets considered realizable however, 
could be reduced in the near term if estimates of future taxable income are reduced.  The Company will need to generate 
approximately $2.5 million in taxable income in future years in order to realize the deferred tax assets recorded as of May 31, 
2015 of $858,900. 
 
The Company and its subsidiary file consolidated Federal and State income tax returns.  As of May 31, 2015, the Company had 
State investment tax credit carryforwards of approximately $261,000 expiring through May 2021. 
 
11. Earnings Per Common Share:  
 
Basic earnings per common share is computed by dividing income available to common stockholders by the weighted-average 
common shares outstanding for the period.  Diluted earnings per common share reflects the weighted-average common shares 
outstanding and dilutive potential common shares, such as stock options. 
 
A reconciliation of weighted-average common shares outstanding to weighted-average common shares outstanding assuming 
dilution is as follows: 
 

 2015  2014 
Average common shares outstanding 3,350,033 3,341,975
Common shares issuable under stock option plans 52,176 30,830
Average common shares outstanding assuming dilution 3,402,209 3,372,805

 
12.  Related Party Transactions: 
 
The Company had no related party transactions for the years ended May 31, 2015 and 2014. 
 
13.  Employee Stock Purchase Plan: 
 
In March 2004, the Company reserved 295,000 shares of common stock for issuance pursuant to a non-qualified employee stock 
purchase plan.  Participation in the employee stock purchase plan is voluntary for all eligible employees of the Company.  
Purchase of common shares can be made by employee contributions through payroll deductions.  At the end of each calendar 
quarter, the employee contributions will be applied to the purchase of common shares using a share value equal to the mean 
between the closing bid and ask prices of the stock on that date.  These shares are distributed to the employees at the end of each 
calendar quarter or upon withdrawal from the plan.  During the years ended May 31, 2015 and 2014, 1,688 ($8.925 to $12.02 
price per share) and 1,781 ($8.22 to $8.935 price per share) common shares, respectively, were issued to employees. As of May 
31, 2015, 227,911 shares were reserved for further issue.  
 
14.  Stock Option Plans: 
 
In 2012, the Company adopted a stock option plan which permits the Company to grant both incentive stock options and non-
qualified stock options.  The incentive stock options qualify for preferential treatment under the Internal Revenue Code.  Under 
this plan, 160,000 shares of common stock have been reserved for grant to key employees and directors of the Company and 
112,750 shares have been granted as of May 31, 2015. Under the plan, the option price may not be less than the fair market value 
of the stock at the time the options are granted. Options vest immediately and expire ten years from the date of grant.   
 
Using the Black-Scholes option pricing model, the weighted average estimated fair value of each option granted under the plan 
was $2.42 during 2015 and $2.34 during 2014.  The pricing model uses the assumptions noted in the following table.  Expected 
volatility is based on the historical volatility of the Company's stock.  The risk-free interest rate for periods within the contractual 
life of the option is based on the U.S. Treasury yield curve in effect at the time of the grant.  The expected life of options granted 
is  derived  from previous  history of  stock exercises from the grant date and represents the period of time that options granted are 
 



expected to be outstanding.  The Company uses historical data to estimate option exercise and employee termination assumptions 
under the valuation model.  The Company has never paid dividends on its common stock and does not anticipate doing so in the 
foreseeable future. 

 2015 2014 
Risk-free interest rate 2.30% 3.25% 
Expected life in years 3.2 3.0 
Expected volatility  28% 33% 
Expected dividend yield 0% 0% 

 
The following is a summary of stock option activity: 
 

 
Shares 

Weighted 
Average 

Exercise Price 

Intrinsic 
Value 

Outstanding - May 31, 2013  206,750 $  6.63 $ 377,891 
     Options granted 48,000 $  8.80  
     Less: options exercised 30,000 $  5.26  
     Less: options expired 5,250         -  
Outstanding - May 31, 2014  219,500 $  7.31 $ 398,954 
     Options granted 48,000 $10.82  
     Less: options exercised 26,750 $  6.00  
Outstanding - May 31, 2015  240,750 $  8.16 $ 1,134,531 

 
We calculated intrinsic value for those options that had an exercise price lower than the market price of our common shares as of 
the balance sheet dates.  The aggregate intrinsic value of outstanding options as of the end of each fiscal year is calculated as the 
difference between the exercise price of the underlying options and the market price of our common shares for the options that 
were in-the-money at that date (240,750 at May 31, 2015 and 164,500 at May 31, 2014.)  The Company's closing stock price was 
$12.87 and $8.83 as of May 31, 2015 and 2014.  As of May 31, 2015, there are 47,250 options available for future grants under 
the 2012 stock option plan.  $160,608 was received from the exercise of share options during the fiscal year ended May 31, 2015.   
 
The following table summarizes information about stock options outstanding at May 31, 2015: 
 

Outstanding and Exercisable 
Range of  Number  Weighted Average Weighted 
Exercise  of  Remaining Years Average 
Prices Options of Contractual Life Exercise Price 

$2.00-$3.00 10,000 3.9 $2.83 
$5.01-$6.00 45,000 3.3 $5.56 
$6.01-$7.00 28,250 3.8 $6.24 
$7.01-$8.00 25,000 7.9 $7.74 
$8.01-$9.00 77,500 8.5 $8.61 

$11.01-$12.00 25,000 6.9 $11.29 
$12.01-$13.00 30,000 9.9 $12.20 
$2.00-$13.00 240,750 6.7 $8.16 

 
The following table summarizes information about stock options outstanding at May 31, 2014: 
 

Outstanding and Exercisable 
Range of  Number  Weighted Average Weighted 
Exercise  of  Remaining Years Average 
Prices Options of Contractual Life Exercise Price 

$2.00-$3.00 15,000 3.6 $2.85 
$5.01-$6.00 50,000 4.1 $5.60 
$6.01-$7.00 37,750 4.8 $6.24 
$7.01-$8.00 30,000 8.9 $7.74 
$8.01-$9.00 61,750 8.8 $8.63 

$11.01-$12.00 25,000 7.9 $11.29 
$2.00-$12.00 219,500 6.6 $7.31 



 
 15.  Preferred Stock: 
 
The Company has 2,000,000 authorized but unissued shares of preferred stock which may be issued in series.  The shares of each 
series shall have such rights, preferences, and limitations as shall be fixed by the Board of Directors. 
 
16.  Treasury Stock: 
 
Treasury shares increased from 530,143 at May 31, 2014 to 537,733 at May 31, 2015. 
 
17.  Retirement Plan: 
 
The Company maintains a retirement plan for essentially all employees pursuant to Section 401(k) of the Internal Revenue Code.  
The Company matches a percentage of employee voluntary salary deferrals subject to limitations.  The Company may also make 
discretionary contributions as determined annually by the Company's Board of Directors.  The amount expensed under the plan 
was $68,612 and $64,282 for the years ended May 31, 2015 and 2014. 
 
18.  Fair Value of Financial Instruments: 
 
The carrying amounts of cash and cash equivalents,  accounts receivable, accounts payable, accrued liabilities, and short-term 
borrowings approximate fair value because of the short maturity of these instruments. 
 
19.  Cash Flows Information: 
 

 2015 2014 
 
  Interest paid none $        831     
 
  Income taxes paid $ 689,000 $   70,540  
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