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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2016

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE TRANSITION PERIOD: From                      to                     

Commission File Number: 001-11703

GENCOR INDUSTRIES, INC.

Delaware 59-0933147
(State or other jurisdiction of (I.R.S. Employer
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incorporation or organization) Identification No.)

5201 North Orange Blossom Trail, Orlando, Florida 32810
(Address of principal executive offices) (Zip Code)

(407) 290-6000

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities and Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of �large accelerated filer�, �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨     No  x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable
date.

Class
Outstanding at

May 6, 2016
Common stock, $.10 par value 8,046,882 shares
Class B stock, $.10 par value 1,509,238 shares
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Introductory Note: Caution Concerning Forward-Looking Statements

This Form 10-Q Report and the Company�s other communications and statements may contain �forward-looking
statements,� including statements about the Company�s beliefs, plans, objectives, goals, expectations, estimates,
projections and intentions. These statements are subject to significant risks and uncertainties and are subject to change
based on various factors, many of which are beyond the Company�s control. The words �may,� �could,� �should,� �would,�
�believe,� �anticipate,� �estimate,� �expect,� �intend,� �plan,� �target,� �goal,� and similar expressions are intended to identify
forward-looking statements. All forward-looking statements, by their nature, are subject to risks and uncertainties. The
Company�s actual future results may differ materially from those set forth in its forward-looking statements. For
information concerning these factors and related matters, see Item 2, �Management�s Discussion and Analysis of
Financial Condition and Results of Operations,� in this Report, and the following sections of the Company�s Annual
Report on Form 10-K for the year ended September 30, 2015: (a) �Risk Factors� in Part I, and (b) �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� in Part II. However, other factors besides
those referenced could adversely affect the Company�s results, and you should not consider any such list of factors to
be a complete set of all potential risks or uncertainties. Any forward-looking statements made by the Company herein
speak as of the date of this Report. The Company does not undertake to update any forward-looking statements,
except as required by law.

Unless the context otherwise indicates, all references in this Report to the �Company,� �Gencor,� �we,� �us,� or �our,� or similar
words are to Gencor Industries, Inc. and its subsidiaries.
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Part I. Financial Information

GENCOR INDUSTRIES, INC.

Condensed Consolidated Balance Sheets

March 31,
2016

(Unaudited)
September 30,

2015
ASSETS
Current Assets:
Cash and cash equivalents $ 17,143,000 $ 11,152,000
Marketable securities at fair value (cost $86,225,000 at March 31, 2016 and
$87,123,000 at September 30, 2015) 85,048,000 84,357,000
Accounts receivable, less allowance for doubtful accounts of $265,000 at
March 31, 2016 and $357,000 at September 30, 2015 1,510,000 874,000
Costs and estimated earnings in excess of billings 2,389,000 2,396,000
Inventories, net 13,845,000 12,770,000
Prepaid expenses and other current assets 554,000 817,000

Total Current Assets 120,489,000 112,366,000

Property and equipment, net 5,768,000 6,388,000
Deferred and other income taxes 793,000 1,331,000
Other assets 54,000 59,000

Total Assets $ 127,104,000 $ 120,144,000

LIABILITIES AND SHAREHOLDERS� EQUITY
Current Liabilities:
Accounts payable $ 2,420,000 $ 1,529,000
Customer deposits 6,774,000 4,418,000
Accrued expenses 1,843,000 1,452,000

Total Current Liabilities 11,037,000 7,399,000

Commitments and contingencies

Shareholders� Equity:
Preferred stock, par value $.10 per share; 300,000 shares authorized; none issued �  �  
Common stock, par value $.10 per share; 15,000,000 shares authorized;
8,039,882 and 8,028,882 shares issued and outstanding at March 31, 2016 and
September 30, 2015, respectively 804,000 803,000
Class B Stock, par value $.10 per share; 6,000,000 shares authorized; 1,509,238
shares issued and outstanding 151,000 151,000
Capital in excess of par value 11,068,000 10,953,000
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Retained earnings 104,044,000 100,838,000

Total Shareholders� Equity 116,067,000 112,745,000

Total Liabilities and Shareholders� Equity $ 127,104,000 $ 120,144,000

See accompanying Notes to Condensed Consolidated Financial Statements
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GENCOR INDUSTRIES, INC.

Condensed Consolidated Statements of Operations

(Unaudited)

For the Quarters Ended
March 31,

For the Six Months Ended
March 31,

2016 2015 2016 2015
Net revenue $ 22,078,000 $ 13,754,000 $ 35,336,000 $ 20,041,000

Costs and expenses:
Production costs 16,637,000 10,121,000 26,613,000 16,063,000
Product engineering and development 379,000 357,000 761,000 686,000
Selling, general and administrative 2,190,000 1,776,000 3,975,000 3,426,000

19,206,000 12,254,000 31,349,000 20,175,000

Operating income (loss) 2,872,000 1,500,000 3,987,000 (134,000) 

Other income (expense), net:
Interest and dividend income, net of fees 204,000 197,000 589,000 520,000
Net realized and unrealized gains (losses) on
marketable securities (490,000) 195,000 103,000 (232,000) 
Other 1,000 �  2,000 �  

(285,000) 392,000 694,000 288,000

Income before income tax expense 2,587,000 1,892,000 4,681,000 154,000
Income tax expense 957,000 708,000 1,476,000 65,000

Net income $ 1,630,000 $ 1,184,000 $ 3,205,000 $ 89,000

Basic Income per Common Share:
Net income per share $ 0.17 $ 0.12 $ 0.34 $ 0.01

Diluted Income per Common Share:
Net income per share $ 0.17 $ 0.12 $ 0.33 $ 0.01

See accompanying Notes to Condensed Consolidated Financial Statements
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GENCOR INDUSTRIES, INC.

Condensed Consolidated Statements of Cash Flows

(Unaudited)

For the Six Months Ended
March 31,

2016 2015
Cash flows from operations:
Net income $ 3,205,000 $ 89,000
Adjustments to reconcile net income to cash provided by operating
activities:
Purchases of marketable securities (141,432,000) (213,920,000) 
Proceeds from sale and maturity of marketable securities 140,636,000 213,392,000
Change in fair value of marketable securities 105,000 240,000
Deferred income taxes 538,000 (303,000) 
Depreciation and amortization 720,000 668,000
Loss on disposal of property and equipment (10,000) �  
Provision for doubtful accounts 30,000 10,000
Stock-based compensation 16,000 127,000
Changes in assets and liabilities:
Accounts receivable (666,000) (658,000) 
Costs and estimated earnings in excess of billings 7,000 (2,000,000) 
Inventories (1,075,000) 387,000
Prepaid expenses and other current assets 263,000 (47,000) 
Accounts payable 891,000 987,000
Customer deposits 2,356,000 4,335,000
Accrued expenses 391,000 (229,000) 

Total adjustments 2,770,000 2,989,000

Cash flows provided by operating activities 5,975,000 3,078,000

Cash flows used in investing activities:
Capital expenditures (85,000) (261,000) 

Cash flows used in investing activities (85,000) (261,000) 

Cash flows from financing activities:
Proceeds from stock option exercises 101,000 �  

Cash flows from financing activities 101,000 �  

Net increase in cash 5,991,000 2,817,000
Cash and cash equivalents at:
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Beginning of period 11,152,000 7,193,000

End of period $ 17,143,000 $ 10,010,000

See accompanying Notes to Condensed Consolidated Financial Statements

5

Edgar Filing: GENCOR INDUSTRIES INC - Form 10-Q

Table of Contents 9



Table of Contents

GENCOR INDUSTRIES, INC.

Notes to Condensed Consolidated Financial Statements

(Unaudited)

Note 1 � Basis of Presentation

The accompanying Condensed Consolidated Financial Statements have been prepared in accordance with generally
accepted accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10
of Regulation S-X. Accordingly, they do not include all of the information and notes required by generally accepted
accounting principles for complete financial statements. In the opinion of management, all material adjustments
(consisting of normal, recurring adjustments) considered necessary for a fair presentation have been included in the
interim financial information. Operating results for the quarter and six months ended March 31, 2016 are not
necessarily indicative of the results that may be expected for the year ending September 30, 2016.

The accompanying Condensed Consolidated Balance Sheet at September 30, 2015 has been derived from the audited
financial statements at that date but does not include all of the information and notes required by generally accepted
accounting principles for complete financial statements.

For further information, refer to the Consolidated Financial Statements and notes thereto included in the Gencor
Industries, Inc. Annual Report on Form 10-K for the year ended September 30, 2015.

Note 2 � Marketable Securities

Marketable debt and equity securities are categorized as trading securities and are thus marked to market and stated at
fair value. Fair value is determined using the quoted closing or latest bid prices for Level 1 investments and market
standard valuation methodologies for Level 2 investments. Realized gains and losses on investment transactions are
determined by specific identification and are recognized as incurred in the statements of operations. Net unrealized
gains and losses are reported in the statements of operations in the current period and represent the change in the fair
value of investment holdings during the period.

Fair Value Measurements

The fair value of financial instruments is presented based upon a hierarchy of levels that prioritizes the inputs of
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements). A financial instrument�s level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement.

The fair value of marketable equity securities, exchange-traded funds, mutual funds and government securities are
substantially based on quoted market prices (Level 1). Corporate and municipal bonds are valued using market
standard valuation methodologies, including: discounted cash flow methodologies, matrix pricing or other similar
techniques. The inputs to these market standard valuation methodologies include, but are not limited to: interest rates,
credit standing of the issuer or counterparty, industry sector of the issuer, coupon rate, call provisions, maturity,
estimated duration and assumptions regarding liquidity and estimated future cash flows. In addition to bond
characteristics, the valuation methodologies incorporate market data, such as actual trades completed, bids and actual
dealer quotes, where such information is available. Accordingly, the estimated fair values are based on available
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market information and judgments about financial instruments (Level 2). Fair values of the Level 2 investments are
provided by the Company�s professional investment management firm.
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The following table sets forth, by level, within the fair value hierarchy, the Company�s assets measured at fair value as
of March 31, 2016:

Fair Value Measurements
Level 1 Level 2 Level 3 Total

Equities $ 6,170,000 $ �  $ �  $ 6,170,000
Mutual Funds 6,572,000 �  �  6,572,000
Exchange-Traded Funds 1,040,000 �  �  1,040,000
Government Securities 29,998,000 �  �  29,998,000
Cash and Money Funds 41,268,000 �  �  41,268,000

Total $ 85,048,000 $ �  $ �  $ 85,048,000

Net unrealized gains included in the Condensed Consolidated Statements of Operations for the quarter and six months
ended March 31, 2016, on trading securities still held as of March 31, 2016, were $647,000 and $1,590,000,
respectively. There were no transfers of investments between Level 1 and Level 2 during the six months ended
March 31, 2016.

The following table sets forth by level, within the fair value hierarchy, the Company�s assets measured at fair value as
of September 30, 2015:

Fair Value Measurements
Level 1 Level 2 Level 3 Total

Equities $ 20,915,000 $ �  $ �  $ 20,915,000
Mutual Funds 11,885,000 �  �  11,885,000
Exchange-Traded Funds 4,086,000 �  �  4,086,000
Government Securities 43,883,000 �  �  43,883,000
Cash and Money Funds 3,588,000 �  �  3,588,000

Total $ 84,357,000 $ �  $ �  $ 84,357,000

Net unrealized losses included in the Condensed Consolidated Statements of Operations for the quarter and six
months ended March 31, 2015, on trading securities still held as of March 31, 2015, were $(159,000) and $(820,000),
respectively. There were no transfers of investments between Level 1 and Level 2 during the six months ended
March 31, 2015.

The carrying amounts of cash and cash equivalents, accounts receivable and accounts payable approximate fair value
because of the short-term nature of these items.

Note 3� Inventories

Inventories are valued at the lower of cost or market, with cost being determined principally by using the last-in,
first-out (�LIFO�) method and market defined as replacement cost for raw materials and net realizable value for work in
process and finished goods. Appropriate consideration is given to obsolescence, excessive levels, deterioration,

Edgar Filing: GENCOR INDUSTRIES INC - Form 10-Q

Table of Contents 12



possible alternative uses and other factors in determining net realizable value. The cost of work in process and
finished goods includes materials, direct labor, variable costs and overhead. The Company evaluates the need to
record inventory allowances on all inventories, including raw material, work in process, finished goods, spare parts
and used equipment. Used equipment acquired by the Company on trade-in from customers is included in inventory
and carried at estimated net realizable value. Unless specific circumstances warrant different treatment regarding
inventory obsolescence, the cost basis of inventories three to four years old is reduced by 50%, while the cost basis of
inventories four to five years old is reduced by 75%, and the cost basis of inventories greater than five years old is
reduced to zero. Inventory is typically reviewed for obsolescence on an annual basis computed as of September 30, the
Company�s fiscal year end. If significant known changes in trends, technology or other specific circumstances that
warrant consideration occur during the year, then the impact on obsolescence is considered at that time. No such
provisions were made during the quarter or six months ended March 31, 2016.
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Net inventories at March 31, 2016 and September 30, 2015 consist of the following:
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