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Rollie Boreham

For over forty years, Roland
S. Boreham, Jr. guided the
growth and success of Baldor
Electric Company.

Mr. Boreham moved to Fort
Smith in 1961 to become Vice
President of Sales at Baldor. He
became President in 1975, CEO
in 1978, and Chairman of the
Board in 1981.

Mr. Boreham's book, “The
Three-Legged Stool,” focuses
on the three important
constituencies of any business
— customers, employees, and
owners. He said, “Build strong
relationships first, success will
follow.” He impacted the
culture of Baldor with the
creation of our Value Formula.

Mr. Boreham has been
recognized by Fortune
magazine for forward-looking
corporate leadership in
employee education and
training. The magazine also
recognized him as one of the
*25 Who Help the U.S. Win,”
noting his export success and
management philosophy.

He was inducted into the
Arkansas Business Hall of
Fame in 2002.

To My Friends and Colleagues,

On January 1, 2005, I retired from Baldor. I will still be a
director, but will no longer be on “active duty.”

There are three things I wish I could convey personally to each
of you.

First is my sincere thanks. I have enjoyed my tenure through
the years. You've been a great group of people to work with.

We’ve done well working together.

Second is that I am confident Baldor has a great future. We have
never been in better shape. We can serve our customers better than
any of our competitors. As we all know, security and steady work
come from our customers.

Third is that I am confident the Company has excellent
leadership. John McFarland has done many good things for the
Company for thirty years and will do many more in the years to
come. Also, he is working with a good team.

When I arrived at Baldor over forty years ago, it was with
a hope for Baldor’s good future. As I leave, it is with great
confidence of Baldor’s good future. I will be watching with much
interest to see Baldor do even better.

Thanks to all,

R. S. Boreham, Jr.







Creating Value through Innovation

A new $4 million winding
system was installed in the

Fort Smith Motor Plant in 2004.

This investment provides
greater manufacturing
efficiency and additional
capacity.

Gary Williams - Manufacturing

Product Innovation

During the recession
years, we remained true to
our commitment to design and
develop new products. By year’s
end, we had introduced more
than 300 new models,
expanding the breadth of our
product offering in all areas.

In past years, new products
have represented 25-30% of
our total sales. 2004 was no
exception, with new products
representing 27% of our total
sales.

One of our most significant
investments was the develop-
ment of the new H2 industrial
inverter, vector, and servo
drives. The H2 is designed to

be the most reliable industrial

drive you can buy. Reliability,
high performance, and ease
of use are the key features of
the H2.

Manufacturing
Innovation

Innovations in manufacturing
are vital to our strategy of
providing customers the best
quality, variety, and availability
of products.

To do so, we have made
major investments in our plants
by automating many of the
undesirable jobs. We are
committed to continuous
manufacturing improvements
and making the necessary
investments to boost
productivity.



Distribution Innovation

Having our products close to
our customers is an advantage
that Baldor has enjoyed for
many years and is one of the
keys to our success. With more
than 35 offices and warehouses
throughout North America and
another 14 around the world,
we develop strong local
relationships to better serve our
customers. Local representation
and distribution is a definite
competitive advantage that our
customers appreciate.

Inventory is a big advantage
to our customers. We continue
to broaden our product offering

with the addition of many new
stock motors, drives, and
generators.

Financing Innovation
Innovations don’t always
come in the form of a product.

With our entry into the
generator business came
requests from customers to
provide financing and leasing
options. Our strong balance
sheet allowed us to create
Baldor Power Financing. This
option gives us another
competitive advantage and
provides added value to the
customers.

Baldor maintains the largest
finished goods inventory in
our industry, available for
immediate shipment.



The Future of Learning

Baldor also announced in late
2004 the planned construction
of the R.S. Boreham, Jr.
Learning Center to be located
next to the Baldor Fort Smith
Motor Plant. The new facility
will be the site of employee
and customer education classes.
Construction of the facility will
be complete in 2005.
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A graphic representation
of the Learning Center
auditorium, which will seat
100 people for meetings,
education, and training
classes.
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Leading the Industry with Products
and Performance

Approximately half

of Baldor sales

go to original equipment
manufacturers and half
to distributors.

We have over 6,000
active customers.

We produce 100,000
different types of motors
each year, selling them
to more than 160
industries.

Baldor has the broadest
industrial electric motor
product line in the
industry.

Baldor has one of the
most complete generator
product lines from 1.1 to
2,000 kW.

Baldor stocks over
6,500 items in 49
locations worldwide,
ready for immediate
shipment.
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Our Super-E® premium efficient motors from 1 — 1500 horsepower,
are used in a variety of applications including food processing, HVAC,
automotive, pump, and many more. Baldor leads the industry in
premium efficient motors.

When it comes to
severe duty motors
for the processing
industries, Baldor
has the solution in
stock. Our severe
duty motors are
commonly found in
petrochemical, forest
product, and mining
applications.

In today’'s
manufacturing
plants, automation is
becoming necessary
to make significant
productivity
improvements.
Baldor’s line of servo
motors, linear
motors, amplifiers,
and motion controls
provide the
solutions.
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Baldor leads the industry in providing motors, drives, and gearboxes
for washdown applications typical in food processing plants. Subjected
to frequent high-pressure washing, Baldor products are preferred Over 60 years ago we
because they last longer. introduced the first Baldor
grinder. We continue to
produce the highest quality
industrial bench grinders,
buffers, and polishers
available.

Our complete line of
generators are well-suited
for portable, commercial/
industrial standby, and prime
power applications. From 1.1
kW to 2 megawatts, we have

the power. Baldor was the

first electric motor
manufacturer recognized
by EnergyStar”.

For 19 consecutive years,
Baldor has ranked #1 in
customer preference for
electric motors.

Easy-to-use, reliable and high performance are just a few words to
describe Baldor’s extensive line of variable speed drives. Whether the
application calls for an inverter, vector, or servo drive, we have the
solution customers need.
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