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July 30, 2002
To Our Stockholders,

Sales continued to rebound in the second quarter of 2002 to
a record level of $3,164,255, an increase of 18 percent over
the second quarter of 2001. Net income was $131,241 or 11
cents per diluted share, compared with a loss of 2 cents per
diluted share for the 2001 period. For the six month period
sales are up by 7 percent and net income is up by 161 per-
cent.

It is particularly encouraging that sales growth was
spread across most products and geographical markets.
Overall margins remained steady with last year and over-
head expenses were reduced. This was a very healthy quarter
for Chromaline.

In the current environment of indecipherable, if not
inaccurate, corporate financial statements, I would like to
point out some things on our balance sheet that separate us
from these types of companies:

1. We have no long term debt. This is because we have
historically been financially conservative and have funded
our growth, including the Nichols acquisition, from earn-
ings. If we choose to make a larger acquisition, we have sig-
nificant borrowing capacity before turning to an equity
option.

2. Our current ratio (current assets to current liabilities)
is 5.7. The rule of thumb is that a ratio of 2 is good and
numbers above that indicate even better financial strength.
This again reflects our conservative financial approach.

We are proud to issue an understandable and straight-
forward financial statement that reflects a very healthy com-
pany.

We are also pleased that our sales are again growing,
that new products are being added to our lines and that our
distribution network is being strengthened. All of this has
been done while maintaining a tight control over costs. We
are beginning to see the return on this disciplined approach
to our business.

For the Board of Directors,

Lty v G2

William C. Ulland
Chairman, President & CEO

This letter contains statements regarding future sales, potential acquisitions that
involve risks and uncertainties. The company’s actual results could differ materi-
ally as a result of domestic and global economic conditions, competitive market
conditions, acceptance of new products, the ability to identify and make suitable
acquisitions, as well as the factors described in the company’s Form 10-KSB on file
with the SEC.

THE CHROMALINE CORPORATION

Statements of Operations
For the Three and Six Month Periods Ending June 30, 2002 and 2001

Three Months Ending Six Months Ending
6/30/02 6/30/01 6/30/02 6/30/01
Sales $ 3,164,255 $ 2,691,234 $ 5,946,627 $ 5,549,246
Costs, expenses, and other income 2,964,043 2,738,324 5,709,264 5,461,434
Income (loss) before income taxes $ 200212 $ (47,090) $ 237363 $ 87,812
Federal and state income tax expense (benefit) 68,971 (17.900) 83,075 28,600
Net income (loss) $ 131,241 $ (29,190) $ 154288 $ 59,212
Earnings (loss) per common share - diluted $ A1 $ (02) $ 12 0§ .05
Average shares outstanding - diluted 1,248,127 1,271,627 1,256,002 1,274,750
Balance Sheets
as of June 30, 2002 and December 31, 2001
Assets 6/30/02 12/31/01
Current Assets $ 4,590,686 $ 4,178,693
Property, Equipment & Patents 1,386,579 1,379,249
Investment 187,500 187,500
Other Intangible 86,667 90,000
Deferred Taxes 213,000 213,000
$ 6,464,432 $ 6,048,442
Liabilities and Equity
Current Liabilities $ 802,032 $ 468,402
Long Term Debt 0 0
Stockholders' Equity 5,662,400 5,580,040
$ 6,464,432 $ 6,048,442
Summary of Quarterly Statements
(Thousands of Dollars)
2002 2001 2000
Quarter Net Diluted Net Diluted Net Diluted
Ended Sales Income Earnings Sales Income Earnings Sales Income Earnings
Per Share (Loss) Per Share (Loss) Per Share
March 31 $2,782 $ 23 $.02 $2,858 $ 88 $.07 $2414 $ 50 $.04
June 30 3,164 131 A1 2,691  ( 29) (.02) 2,861 248 .19
September 30 2,520 ( 74) (.06) 2,501 22 .02
December 31 2,683 (191) (.15) 2,591 (65) (.05)
$5946 $ 154 $.12 §10,752 $(206)  $(.16) $10,367 $ 255 $ 20

Unaudited interim financial information
(Some columns may not add due to rounding.)



