EDGAR'pro

iy EDGAR Dnlire”

SCOPE INDUSTRIES

FORM 10-Q

(Quarterly Report)

Filed 02/13/04 for the Period Ending 12/31/03

Address 233 WILSHIRE BLVD STE 310
SANTA MONICA, CA, 90401
Telephone 3104581574
CIK 0000087864
Symbol SCPJ
SIC Code 2040 - Grain Mill Products
Industry  Environmental Services & Equipment
Sector Industrials

Fiscal Year 06/30

Powere d By ED‘GA;Rbn]ine

https://www.edgar-online.com
© Copyright 2025, EDGAR Online LLC, a subsidiary of OTC Markets Group. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online LLC, a subsidiary of OTC Markets Group, Terms of Use.


https://www.edgar-online.com

Table of Contents



Table of Contents

UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DRE SECURITIES
EXCHANGE ACT OF 193¢

For the quarterly period ended December 31, -
-OR-

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES
EXCHANGE ACT OF 193¢

For the transition period frol to

Commission file number 1-3552

SCOPE INDUSTRIES

(Exact name of Registrant as specified in its @nart

California 95-1240976
(State or other jurisdiction « (I.LR.S. Employe
incorporation or organizatiol Identification No.)

233 Wilshire Boulevard, Suite 310
Santa Monica, California 90401-1206
(Address of principal executive office, zip code)

(Registrant’s telephone number, including area £¢8E0) 458-1574

(Former name, former address and former fiscal, yeaihanged since last report.)

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the Registrant was reduddile such reports), and (2) has been
subject to such filing requirements for the pastags.

[X]Yes[ ]No
Indicate by check mark whether the registrant is@gelerated filer (as defined in Rule 12b-2 offxehange Act)
[ TYes [X]No

The number of shares of registrant’'s common statktanding at February 6, 2004 was 998,691.
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PART I. FINANCIAL INFORMATION
SCOPE INDUSTRIES AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)
December 31, June 30,
2003 2003
ASSETS
Current Assets
Cash and cash equivale $ 7,494,02. $ 7,132,95
Treasury bills — 6,495,05
Accounts and notes receivable, less allowancedabtiul accounts of $495,788 at
December 31, 2003 and $525,540 at June 30, 5,504,59! 5,049,92.
Inventories 744,48 853,61:
Deferred income taxe 566,60( 737,00(
Prepaid expenses and other current a: 1,078,14. 1,570,66!
Total current asse 15,387,84. 21,839,21
Notes Receivabl 560,09( 553,79:
Land, buildings and improvements h-for-sale (net) 1,352,98I 805,48(
Property and Equipmen
Machinery and equipme! 65,267,17 59,243,58
Land, buildings and improvemer 19,557,05 20,604,73
84,824,22 79,848,31
Less accumulated depreciation and amortize 42,015,20 39,636,55
42,809,01 40,211,76
Collection Routes and Contracts, less accumulatedrtization 0f$9,195,864 at
December 31, 2003 and $9,093,007 at June 30, . 451,42¢ 554,28t
Other Assets
Non-appropriated fund- IRB 4,906,35! —
Restricted cash and investme 11,081,19 —
Deferred charges and other as: 103,05« 346,61
Deferred income taxe 502,40( 648,00(
Investments available for s-at fair value 2,486,11! 8,076,72!
Other equity investmer-at cosi 6,378,801 6,177,301
25,457,91 15,248,64
$86,019,27 $79,213,18
| |
LIABILITIES AND SHAREOWNERS' EQUITY
Current Liabilities:
Accounts payabl $ 4,751,45I $ 5,313,76
Current portion of Industrial Revenue Ba 250,00( —
Dividends payabli 998,69 —
Other accrued liabilitie 2,011,32 1,973,55.
Accrued payroll and related employee bene 976,80: 1,171,64
Total current liabilities 8,988,26! 8,458,96'
Long-term debt 9,750,00! 5,000,001
18,738,26 13,458,96
Shareowner Equity:
Common stock, no par value, 5,000,000 shares d@r#fiprshares issued and outstanding at
December 31, 2003 and June 30, 2- 998,691 4,576,05! 4,576,05!
Retained earning 61,508,35 60,241,06



Accumulated other comprehensive incc 1,196,60! 937,10(

67,281,00 65,754,21
$86,019,27 $79,213,18
.| I

The accompanying notes are an integral part oktheasolidated financial statements.
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Revenues
Sales
Vocational school revenur

Operating Costs and Expens:
Cost of sale:
Vocational school expens
Depreciation and amortizatic
General and administratiy

Other income and expens
Investment and other incon
Interest expens

Income before income tax
Provision for income taxe

Net Income

SCOPE INDUSTRIES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Net Income Per Shar Basic and Dilutec
Average shares outstandi— Basic and Dilutec

The accompanying notes are an integral part oktheasolidated financial statements.

4

Three Months Ended

2003 2002
$18,198,00 $19,379,19
1,910,00! 1,716,41!
20,108,00 21,095,61
13,291,58 14,051,60
1,224,36! 1,187,15!
1,852,52. 2,395,12!
2,336,22: 2,593 ,47:
18,704,69 20,227,36
1,403,310 868,24°
105,39¢ 1,402,63.
(46,599 (61,996
58,80« 1,340,63
1,462,12! 2,208,88!
(450,000) (810,000
$ 1,012,12 $ 1,398,88!
| |
$ 1.01 $ 1.37
998,60 1,023,16
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Revenues
Sales
Vocational school revenur

Operating Costs and Expens:
Cost of sale:
Vocational school expens
Depreciation and amortizatic
General and administratiy

Other income and expens
Investment and other incon
Interest expens

Income before income tax
Provision for income taxe

Net Income

SCOPE INDUSTRIES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Net Income Per Shar Basic and Dilutec
Average shares outstandi— Basic and Dilutec

Six Months Ended

December 31,
2003 2002

$36,834,79 $38,647,83
3,659,37! 3,485,501
40,494,16 42,133,34
26,532,17. 28,069,77
2,461,29. 2,391,88:
3,863,15: 4,588,12.
4,562,49: 4,900,38!
37,419,11 39,950,16
3,075,05: 2,183,17.
260,58’ 1,465,93
(82,669 (132,899
177,92 1,333,04:
3,252,971 3,516,21.
(987,000) (1,305,001

$ 2,265,97 $ 2,211,21.
I I
$ 2.27 $ 2.1€
998,69: 1,024,67.

The accompanying notes are an integral part oktheasolidated financial statements.
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SCOPE INDUSTRIES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cash$lfrom operating activitie:

Depreciation and amortizatic

Amortization of contracts and rout

Gains on sales of property and equipn

Deferred income taxe

Unrealized loss in equity investme
Changes in operating assets and liabilii

Accounts and notes receival

Inventories

Prepaid expenses and other current a:

Accounts payable and accrued liabilit

Income taxes payab

Tax benefit applied to collection routes and carit

Other asset

Net cash flows from operating activiti

Cash Flows from Investing Activities

Purchase of U.S. Treasury bi

Maturities of U.S. Treasury bill

Purchase of property and equipm

Proceeds from disposition of property and equipr
Purchase of waste recycling assets and routesaantchcts
Purchase of investments available for ¢

Purchase of other equity investme

Non-appropriated bond fund proceeds held by Tru

Net cash flows used in investing activit

Cash Flows from Financing Activities

Proceeds from bank borrowin

Proceeds from New Jersey Industrial Revenue B
Restricted cas

Redemption of Georgia Industrial Revenue Ba
Repayment of bank borrowin

Repurchases of common stc

Net cash flows from (used in) financing activit

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental Disclosurt

Cash paid during the six months f
Interest
Income taxe:

(Unaudited)
Six Months Ended
December 31,
2003 2002
$ 2,265,97! $ 2,211,21
3,760,29 3,386,89:
102,85 1,201,22
(156,097 (1,385,63)
169,92! (79,710
300,00( 311,00(
(460,96 (1,428,26)
109,13( 104,30¢
492 52! (851,32)
(719,389 1,377,48.
— (772,00
— 280,00(
243,56 128,81.:
6,107,82! 4,483,99I
— (13,156,54)
4,497,27 19,173,82
(6,982,20i) (4,654,99)
233,25( 1,437,69.
— (3,500,001
— (6,054,76)
(501,500) (393,52f)
(4,906,35) —
(7,659,54) (7,148,31))
— 7,400,001
5,000,00! —
(3,087,21) —
— (6,000,001
— (2,000,001
— (614,17:)
1,912,78; (1,214,17)
361,06 (3,878,49)
7,132,95 7,023,39:
$ 7,494,02; $ 3,144,89
— I
$ 82,66 $ 132,89
$ 604,85¢ $ 1,886,59

Cash dividends of $998,961 and $1,023,167 wereadkstland unpaid at December 31, 2003 and Decenb&082.

The accompanying notes are an integral part oktheasolidated financial statements.
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SCOPE INDUSTRIES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

December 31, 2003

Note 1. Basis of Financial Statement Prepara

The accompanying consolidated financial infation of Scope Industries and its subsidiaries @&t or the “Company”) should be read
in conjunction with the Notes to the ConsolidatéuaRcial Statements contained in the Company’s AhReport on Form 10-K to the
Securities and Exchange Commission for the yeag@ddne 30, 2003. The accompanying financial inédion includes all subsidiaries on a
consolidated basis and all normal recurring adjestsithat are considered necessary by the Comparaylagement for a fair presentation of
the financial position, results of operations aadicflows for the periods presented. However, thesglts are not necessarily indicative of
results for a full fiscal year. Certain prior ydmlances have been reclassified to conform to cuperiod presentation.

The preparation of financial statements infeomity with accounting principles generally acasgpin the United States of America requ
management to make estimates and assumptiondfiztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemestsl the reported amounts of revenues and expdnseg the reporting period. Actual results
could differ from those estimates.

Collection routes represent the value assigipeth purchase for a group of suppliers of raw negdtein a similar geographic area from
which the Company will derive a dependable soufaaw materials. Collection routes are amortizedrd¥to 5 years using the straight-line
method. Certain tax deductions for tax goodwill atiaation require that the income tax benefit raadi from the tax goodwill amortization
first reduce the carrying value of collection rayteelated to the tax goodwill, until fully amoeit. Contracts include naempete agreemer
that are recorded at cost and are amortized oteei7 3/ears using the straight-line method. Botleation routes and contracts represent
businesses that were acquired from former compstifamortization expense for the quarter and sixith® ended December 31, 2003 and
2002 wasb 51,429 ands 600,611 and $102,857 and $1,201,227, respectideiprtization expense for the current year and fiext years is
estimated to be approximately $205,700, $205,788,®0, $35,700 and $35,700.

The Company accounts for its stock option [leaccordance with the provisions of Accountingh&iples Board (“APB”)Opinion No. 2&
Accounting for Stock Issued to Employ, and related interpretations. As such, compensatipense is recorded on the date of grant only if
the current market price of the underlying stockemds the exercise price. Statement of Financiebéating Standards (“SFAS”) No. 123,
Accounting for Sto-Based Compensation, as amended by SFAS No. 1é@,Ring for Stock Based Compensation-Transitiath an
Disclosure permits entities to recognize as expense, ovevektng period, the fair value of all stock-basedals on the date of grant.
Alternatively, SFAS No. 123 allows entities to donke to apply the provisions of APB Opinion No.&% provide pro forma net income and
pro forma earnings per share disclosures for enggl@yock option grants as if the fair-value basethod defined in SFAS No. 123 had been
applied.

The following table illustrates the effect et income and earnings per share as if the Comipashyapplied the fair value recognition
provisions of SFAS No. 123.

Six Months Ended December 31,

2003 2002
Net income as reporte $2,265,97! $2,211,21.
Deduct: Total stock-based employee compensatioaresgodetermined under a fair value based
method for all awards, net of related tax effe (38,000 (30,200
Pro forma net incom $2,227,97 $2,181,01.
| |
Net income per shar
Basic and dilute~ as reportet $ 2.27 $ 2.1¢€
Basic and diluter pro forma $ 2.2 $ 2.1




