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Item 1. Business. 

The Company is engaged primarily in furnishing a trading 
stamp service to retail merchants and their customers. Approxi
mately 21,000 retailers distribute the Company's stamps in over 
2::S,00U retail outlets in Californias Nevada, Oregon and Arizona. 

The CoIQpany maintains 89 redemption stores where stamps may be 
redeemed for a wide variety of merchandise or for cash. The Com

pany is also engaged in the development of incentive and premium 
programr. and, to a limited extent, supermarket games and sales 
continuity promotion.s. 

During the fiscal year ended February 27, 1971 the Com
pany was faced with increased competition from two sources. First, 
a number of supermarkei: operators discontinued or reduced the use 
of trading stamps in connection with their conversion to so-calied 
discount merchandising, a rival form of promotion. Second, a 
major trading stamp compan:,1 converted its California operations to 
the Company's low price, non-franchised manner of doing business. 
As a result, stamp service income declined from $125,888,000 for 
the fiscal year ended February 28, 1970 to $120,015,000 for the 

fl.seal year ended February 27, 1971. This decline occurred in the 
la.st half of the year. 

The Company's issuance of stamps to major customers (these 
accounting for 1% or more) declined from 32% of total issuance in 
the 1969-1970 fiscal year to 26% in the 1970-1971 fiscal year. In
cluded in this group was a national supermarket chain which accounted 
for 4% of the Company's issuance of stamps in t;he 1970-1971 fiscal 
year as compared with 10% or more in prior years. 
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Item 2. Summary of Operations. 

The following statements of incollie and of stockholders' 
equity should be read in conjunction with the Company's fi.nancial 
statements ·and notes thereto appearing on pages 6 to 10 of. the 
attached printed annual report. 

STATEMENT OF iNCOME 

Fiscal year ended 
Mar. 4 Mar. 2 ~ar. l Feb. 28 
!.lli. 1968 1969 .!.2lQ 

{In thousands except fo~ amounts per share) 

Revenues: 
Stamp service income 
Intere1t, dividends and Rains arid 

101ses on sale of securi~ies 
Other income · 

Co1ts and expenses: 
Coit of redemptions, consisting of 

merchandise and related expenses 
Sslling, general and administrative 

expen1r11 
O.benture interest and amortization 

Income before incOC1e taxes and 
extraordinary charges 

Provl•ion for inccme taxes 

lnccme before extraordinary charges 

Extraordinary charg~s - settlements of law 
:suit• lind c l!!im!I less app !.!cable incomto taxes 

Net income 

Per share* 
Income before e~traordinary charges 
Ei:traordlnary charges 

Net income 

$<;}2, 028 

2,045 
~;!. 

94,676 

81,854 

6,GJl 
----

6,791 

2,507 

4,284 

$ 4_.2~~ 

$L.38 

$c;l,757 

2,328 
579 

94,&64 

83,797 

6,101 
----

89,898 

4,766 

l,348 

3,418 

$1.10 

$108,449 

3,096 
938 

112,483 

94,703 

6,761 
255 

101,719 

10,764 

5,120 

5,644 

(3,651) 

~ . ]._. 99_? 

Si.60 
!!.J!1) 

i.·~7 

Sl25,li88 

4,748 
l,424 

132,060 

108,977 

7,275 
1,063 

117 ,315 

14, 745 

6,980 

7,165 

(378) 

$ _7 ,_387 

$1.54 
(.03) 

§1..46 

Feb. 27 
l9il 

$120,015 

5,986 
1,566 

127,567 

104,392 

8,558 
l,063 

114,013 

13,554 

4,970 

8,584 

$ 8,584 

$1.69 

*Per share amounts are based upon the weighted average number of shares of comwn stock outstanding 
adjuated for a f:lve-for-one stock split in October 1969 and for che dilutive effect of all out
standing stock options. Such dilution is calculated assuming all such opt;!.ons have been exere;lsed 
and the proceeds ~sed to purchase the Company's stock at the average market price during th~ year. 
Shares including dilution were: '.),lOB,000 in 1967 and 1960, ~.530,000 in 1969, 5,057,000 in 1970 
and 51,080,000 in 1971. No c\tJ!nge in pl!'!r share amounts would result from 'llflle of the more restric
tive 'fu!ly diluted" method. 

The decline in net income for the fiscal year ended 
March 2, 1968 was due pri.u1arily to the additional costs resulting 
from operation of a distribution center at Rancho Cordova, Cali
fornia ft~om September 1966 to June 1968. The decline in net income 
for the fiscal year ended March 1, 1969 was due primarily ·to settle
ments of lawsuits and claims which are reflected above as extraordi
nary charges~ The decline in stamp service i.ncome for the fiscal 
year ended February 27, 1971 was caused primarily by increased com
petition, as explained in Item l; the increase in net income during 
this period, despite lower revenues, resulted from increased a.fter
tax yield on the investment portfolio. 
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Revenues, earnings and earnings per share as set forth 
above are not necessarily indicative of future revenues, earnings 
and earnings per share. As explained in Item 1, increased compe
tition res~lted in a decline in stamp service income in the last 
half of the fiscal year ended February 27, 1971. Consequently, 
revenues and earnings for the entire fiscal year did not bear the 
full impact of such competition, and as long as it con&inues reve
nues and earnings are expected to be adversely affected. The Com
pany is also of the opinion that revenues and earnings would be 
adversely affected by any of the following: (1) further increases 
in competition; (2) discontinuance by retailers of the practice of 
giving consumers multiple stamps (more than one stamp for each 10 
cents of sales), a promotion technique which has been widespr,"'ad 
the past three years; (3) a sale of one-third of the Company's 
California trading stamp business (see Item S(a) and Note 9 to the 
financial statements in the attached printed annual report). 

STATEMENT CF STOCKHOLDERs' EQUITY 

Common Stock Paid-in Retained 

~· ~ CaJ;?ital Earninas 

Balance at February 26, 1966 3,108,000 $ 207,000 $15, 151,000 
Net inco;r.e for the fiscal year 

ended March 4, 1967 - _ 4 ,284 ,O'!Q. -----
~alance at March 4, 1967 3,108,000 207,000 19,435,000 
Net income for the fiscal year 

ended March 2, 1968 314181000 

Balance at March 2, 1968 3,108,000 207,000 22,853,000 
Sale of restricted stock to 

employees 137,000 9,000 
Sale of stock to users 1,626,000 109,000 $2,878,000 
Net income ~or the fiscal year. 

ended March l, 1969 _ 1199. ,.ooo 

!•lance at March 1, 1969 4,U71,000 325,000 2,A7&,ooo 24 ,846 000 
Exercise of stock o~tion~ 79,000 79,000 403,000 
Change In par value 4,546,000 (2,878,000) (1,668,000) 
Caah dividends of $.10 per 

a hare (487,000) 
Net incaae for the fiscal year 

ended February 28, 1970 -·- 11387 1oq_o 

Balance at february 28, 1970 4,950,000 4,950,000 403,000 30 ,078 ,C'OO 
Exercbe C'f stock o;>tions 77,000 77,000 393,000 
l\archaae of stock from terminated 

eDf1loyeea (I,000) (1,000) 
<:uah dividet1ds of $. 24 ~-: :=~utl (1,188,000) 
Net inc!Alll! for the fiscal w~ar 

ended February 27, 1971 ~ 1584 1 CQQ_ 

Balance at February 27, 1971 l,02~000. ,~5,026,000 i 796,000 j37 ,4 74 ._~-00 

*Adjusted for 5-for-l stock apli~t. October 1969. 
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Item 3. Properties. 

The Company's principal offices are located at 5801 
South Eastern Avenue, Los Angeles, where the Company occupies 
approximately 25,000 square feet of space under a lease running 
to July 31, 1975. (The Company has an ~ption to extend the lease 
an additional five years.) 

The Company operatss distribution cent~rs at Los Angeles 
and at Riclunond (near San Francisco). The Los Angeles distribu
tion center has a storage capacity of approximately 6,100,000 
cubic feet and is leased undeJ:" an agreement expiring July 31, 1975 
(with a five-year renewal optio10). The Richmond distribution 
center has a storage capacity of approximately 4,900,000 cubic 
feet and is owned by the Company in fer 

The Company normally leases :i.ts redemption stores for 
initial terms of ten years with five-year renewal options. 

Item 4. Parents and Subsidiaries. 

The Company has no parents and no subsidiaries. 

Item 5. Pending Legal Proceedings. 

(a) United States of America v. Blue Chip Stamp Company, 
~ander 's Markets, Lucky Stores, Inc., Market Bas~et, Purity= Stores, 

~nc., Ralphs <;;rocery Cof!!P.any, S~:!=~!l.Y Stores, Incorl?..o_rated i Thrif!:_i

martL Inc., Thrifcy Drug Storesi Inc. 2 and VOJ:!. 1 S Grocerv Co. (United 
States District Court, Central District of California, Civil Action 
No. 63-1552-F). 

This action under the Sherman Act was instituted by the 
United States Department of Justice on December 26, 1963 against the 
Company's predeceEsor and a Consent Decree was entered therein on 
Jw1e 5, 1967. Pursuant to said ConRent Decree 1 the Company within 
30 m:mths after April 6, 1970 is required to submit to the Court a 
plan for the sale of one-third of its California trading stamp busi
ness located within a contiguous geographical area in Southern 
California. 
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(b) The following three actions were brought against the 
Company in the United States District Court, Northern District of 
California.,.by plaintiffs engaged in the issuance of trading stamps 
nnd allege violations of the Sherman Act; 

(i) EZY Cash Stamp Company, Inc. v. Blue Chip Stamp Company. 
Civil Action Nop 50143 filed October 15, 1968. 

(ii) Bel Air Mart, a cgrporation 1 dba Bel Air Markets and Mark 
Five Stamp Company; and George R. Wong~ William Wong, Gim 
Wong 1 Gene Wong 1 Paul Wong, Albert Wong, ..end Allie Fong,_ 
~partnership, dba Bel Air Markets v. Lucky St~res 1 Inc.; 
Purity Stores, Inc.; Safeway S~ores, Inc.; and Thrifty 
Drug Stores Co., Inc. Civil Action No. 50979 filed April 8, 
1969. 

(iii) Eve;g_reen_Stamp Company, Inc. v. Blue Chip Stamp Company. 
Civil Action No. 51811 filed July 21, 1969. 

In the Bel Air Mart acti9n the plaintiffs also allege violations of the 
Clayton Act, and litigation counsel for the Company are also defend
ing the action on behalf of four stockholders of the Company's prede
cessor.. In each action plaintiffs assert injuries in amounts not yet 
ascertained and seek treble damages plus attorneys' fees and costs. 

(1:) The following two actions were brought against the Com
pany in the United States District Court 1 Central District of Cali
fornia, by plaint:i.ffs engaged in the oil business and allege viola
tions of the Sh.g:t."lll.a.n Act, the Clayton Act and the California Unfair 
Practices Act: 

(i) Douglas Oil Company of California v. Blue Chip St4mp Company 
and Blue Chip Stamps. Civil Action Noo 69-1532-DWW filed 
August 5, 1969. 

(ii) Time Oil Co~, Top oil Co., and ty.chmond Sav-Mor Oil Co. v • 
Blue Chip Stamp C.om.eany and Blu.e Chip Stamps. Civil Action 
No. 1585-DWW' filed August 12, 1969. 
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In the Douglas Oil action the plaintiff alleges damages in the sum 
of ~l,050,000 and prays for the recovery of treble damages plus 
attorneys' fees and costs. In the Time Oil action the plainl~iffs 
allege damages in an amount not yet ascertained and seek treble 
d.amages plus attorneys' fees and costs. 

(d) The following five actions were brought against the 
Compan,y· in the United Scates Dis tr ic t Court , Northern District of 
California, by plaintiffs engaged in the oil business and allege vio
lations of the Shennan Act, Clayton Act and the California Unfair 
Practices Act: 

(i) Sonora Saving Center, Tahoe Saving Center and Coast Oil 
Company (on its behalf and as assignee for 15 assignors) 
v. Blue Chip Stamp Company and Blue Chip Stamps. Civil 
Action No. 69-677 filed December 31, 1969. 

(ii} Beacon Oil Company v. Blue Chip Stamp Company and Blue 
Chip Stamps. Civil Action No. 70-120 filed January 16, 
1970. 

(iii) Sure-Save Stations, Inc._,_ Freeway Oil CompanyJ J. A. 
Wickland, Jr., all doing business as King Dollar, and 
Wickland Oil Company v. Blue Chip Stamp Company and Blue 
Chip Stru.~ps. Civil Action No. 70-476 filed March 4, 1970. 

(iv) Mohawk Petroleum Corporation_v. Blue Chip Stamp Company and 
Blue Chip Stamps. Civil Action No. 71-645 filed April 2, 
1971. 

(v) Gulf Oil Corporation v. Blue Chip Stamp Company and Blue 
Chip Stamps. Crvil Action No. 71-664 filed April 6, 1971. 

Jiach complaint asserts b1juries in an amount not yet ascertained 
and seeks treble damages plus attorneys' fees and costs. 

(e) Manor Drug Stores, and all other users of Blue Chip 
Stamps who were entitled but failed to purchase stock of Blue Chip 
Stamps 2 on_!;sehalf of themselves and all other persons ~imilarly 
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.§_ituated v. Blue ChiQ Stam.:e.s-2-filu~ Chip Stamp Co:, a merged corp™=. 
_E.on, Alexander cs _Mar~et~: Luc}Sy S,tores, Inc. ,..J!.arket Ba.~l~et a Puritt 

Stores~ Inc., Ral,E.~S Grocery Com_£an.Y..2 Sufeway ~tores, Inc., Thrifti
mart_, Inc. a ThriUy Dr.ig _?..!Q!es Co. L lnc_u....Y.?11.s Grocery_ Co. I Robert 
E. Alexander, Donald A. Koeepe~J..i Leonard H. Straus a William F. Ramsey, 
Robert E. Laverty, Richard Ralphs, Jqh~ R. Niven 2 Fred Von der Ahe. 

This purported class action was fi~ed on November 10, 1970 
in the United States District Court, Central District of California 
as Civil Action No. 70-2539. The amended complaint filed January 27, 
1971 alleges damages to plaintiffs of $21.,~00,000 and exemplary 
damages of $25,000,000 based upon alleged breach of contract, 
fraud and misrepresentation in connection with an offering of secu
rities by the Company in 1968. Plaintiffs also seek to recover 
interest, attorneys• fees and costs and to obtain the ri.ght to purchase 
stock,, or units of stock and debentures, of the Company on the terms 
of the 1968 offering. 

(f) Eleanor A. Botney and Thelma G. Daar 1 in behalf of 
themselves and all others similarly situated v. Blue Chip Stamps. 

This action No. 997374 was filed on March 1, 1971 in the 
Superior Court of the Sta~e of Califorriia for the County of Los 
Angeles for declaratory relief and for money as a purported class 
action to recover for trading stamp savers monies collected as reim
bursement for California sales taxes on redemption of stamps. 
Plaintiffs claim that the redemption transaction is not taxable and 
all such collections should be returned to trading stamp savers or, 
alternatively, that such collections exceeded the tax payable and 
such excess should be returned. The Company has paid sales taxes to 
the scate equal to its reimhursement collections, which in recent 
years have averaged about $7,000,000 annually. In the opinion of 
collllsel for the Company claims can be asserted against the state for 
reimbursement for all or part of any recovery by plnintiffs :f.n the 
event they prevail in the action. 
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Item 6, lucreases and Decreases in Outstanding Ecri!!!..t;: ... Y Securities. 

Following is an <.'inalysis of cha11ges in. the amount of 
the Company's $1. 00 par value common stock outs t.cmding during the 
fiscal year ended February 27, 1971: 

Balance, ~ebruaLy 28, 1970 
Exercise of stock options, 

April 1970 and Fe'bruary 1971 
Purchase of stock from terminated 

employees, various dates 

Balance, February 27, 1971 

Shares ---
4,950,000 

77,000 

{l 1 00Q) 

5,026,000 

~1mtount 

$4.) 950' 000 

77,000 

{1 2 000) 

$5,026,000 

For additional information on the Company's qualified 
stock option plan, reference should be made to Note 5 to the 
Company's financial statements in the attached pr5nted annual 
report and to the supplementary information contained in the 

second paragraph on page S-3 hereof. 

Shares sold pursuant to the qualified stock option plan 
have not been regi.stered under the Securities Act of 1933. The 
issuance of such shares is exempt from registration under said 
Act pursuant to Section 4(2) thereof as not involving any public 
offering. Said shares have been issued on exercise of options 
granted to 16 officers and key employees pursuant to said Plan, 
whic:h require$ optionees upon exercise of options to represent 
that: the shares are acquired for invest111ent. 

Item 7. Approximate Number of Equity Securit:Y· Holders. 

Title of Class 

Common stock, par value 
$1.00 per share 

-a-

Number of record holders 
as of April 15 1 1971 

3,451 



.. _ 

Item 8. Executive Officers of the Regi~t1:·ant. 

Following is a list of the Company's execut:ve officers, 

whose ages range from 53 to 38 years: 

- Name 

Donald A. Koeppel 

William F. Ramsey 
Raymond H. Allen 

James ~D. Cart.er 

William K. Klepper 
Robert H. Bird 

Position 

Chairman of the Board and 
President 

Executive Vice President 
Vice President, Information 

Systems 
Vice President, Operations 
Vice President, ¥£rchandise 
Secretary and Treasurer 

Item 9. Indemnification of Directors and Officers,. 

Reference is made to Item 29 of Part II of the Company's 
Registration Statement (Form S-1) No. 2-35318 dated December 17, 
1969. 

Item 10. Financial Statements And Exhibits Filed 

(a) Financi.al statements: ··------
Index to Financial Statements 

Thie February 28, 1910 and February 2 7, 1971 financial 
statements, together with the opinion thereon of Price Waterhouse 
& Co .. dated April 13, 1971, appearing on pages 6 to 11 of the 
accompanying 1971 printed annual report are incorporated in 
this Form 10-K .Annual Report. With the exception of the afore
mentioned information, the 1971 printed annual report is not to 
be deemed filed as part of this reporto The following additio112l 
financial data should be read in conjunction with the financial 
statements in the 1971 printed annual report. Schedules not 
included with this additional financial data have been omitted 
because they are not applicable or the required information is 
shown in the financial statements or notes thereto. 
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Consent of independent accountants 

Supplementary informatinn to notes to 
financial statements 

Financial schedules: 

I - Marketable securities. 

v Property, fixtures ~nd equipment 

VI - Accumulated depreciation and amortization 
of property, fixtures and equipment 

XVI - Supplementary profit and loss information 

(b) 

(1) 

(2) 

Exhibits: 

Incorporated by reference to current report 
(Fann 8-K) for May 197C -

Exhibit 3. 
3.1-2 

3.2-2 

Filed herewith -

Exhibit 11. 
11.1-2 

Exhibit 13. 
13.1-1 

Charter and by-laws 
Amendment to articles of 

incorporation of 
May 28, 1970 

Amendment to by-laws of 
May 28, 1970 

Pension plan 
Amendment to pension plan 

dated as of June 1, 1969 
Material contracts 
Amendment to lease of 

principal of fices and 
Los Angeles distribution 
center of January 2'1, 
1971 

-10-
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Items 11 to 15 Inclusive: 

These items are omitted pursuant to General Instruction H 
to Form 10-K. The Company has filed with the Securities and 
Exchange CotlKDission a proxy statement pursuant tc Regulation 14A for. 
its annual meeting of stockholders scheduled for May 27, 1971. 

SIGNATURES 

Pursuant to the requirements of Section 13 of the Secu
rities Exchange Act of 1934, the registrant ha.s duly caused t"liis 

report to be signed on i, ' behalf by the undersigned, thereunto 
duly authorized. 

BLUE CHIP STJ.MPS 

Dated ~ t.7, 1171 ByM'----
R. H. Bird 
Secretary and Treasurer 
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CONSENT OF INDEPENDENT ACCOUNTANTS 

We hereby consent to the application of our 

opinion, which appears on page 11 of the 1971 printed 
annual report of Blue Chip Stamps, to the additional 
financial data listed in the foregoing index when this 
data is read in conjunction with the financial state

ments in such annual report; our opinion and the 
financi:!l statements have been incorporated in this 
Form 10-K Annual Rep·ort. The examinations referred to 
in our opinion included examinations of the additional 

financial data. 

606 South Olive Street 
Los Angeles 90014 
April 13, 1971 

?w LJ~J.._"4<- J 1-u-
PRICE WATERHOUSE & CO~ 
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SUPPLEMENTARY INFO~..ATION TO 
NOTES TO Fil~ANCIAL STATEMENTS 

Income from marketable securities -
Interest 
Dividends 
Gains (losses) on sale of 

securities, net 

February 
27, 1971 

$2,440,000 
3,763,000 

_ (217 ,OOQ,) 

February 
28, 1970 

$3,374,000 
1,334,000 

40,000 

$5.986.000 $4,748.0QO 

The cost of securities sold is determined by the first
in, first-out method. 

I·nc luded in interest on debentures is amortiz.ation of 

debe.ntt.u-e discount amounting to $358,000 per year. Debentl.tre dis
count is being amortized over the term of the debentures by u~e of 
the debenturea outstapding method. 

Provisions for income taxes include state taxes of 
$688,000 ~nd $876,000 for the fiscal years ended February 27, 
1971 and February 28, 1970, respectively. -

Opening and closing inventories for the two fiscal years 
ended February 27, 1571 are as follows: 

March l, 1969 
February 28, 1970 
February 27, 1971 

$12,742,000 
19,011,000 
17,197,000 

The estiroated useful lives used in computing depreciation 
are as follows: 

- -LA _.· 

Buildings 
Furni·ture, fixtures and equipment 
Leasehold improvements 

s-2 

20 to 33 years 
3 to 10 years 
Lives of leases 
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Expenditures for renewals and betterment~ of property, 
fixtures and equipment are capitalized; maintenance and repair 
costs are charged to income as incurred. When assets are r•et:ired. 
or otherwise disposed of, the accounts are relieved of applicable 
cost and accumulated depreciation and amortization, anc any gain 

or loss on disposal is credited or charged to income. 

Under the Company's qualified stock option plan, options 
for 332,500 shares were granted in February 196'9 at $6.10 per share, 

and options for 7,500 shares were grdnted in March 1970 at $14.75 
per share, fair market values at dates granted. The options are 
exercisable in four annual instalments begiu_p;ng one year after 

date of grant and expire five ,, ears after such date. 

The following table summarizes information relating 
to such stock option plan during the two fiscal years ended 

February 27, 1971: 

Option~ which became exercisable 
during the period: 

Number of shares 
.. ~_ .. .: --"' ...,.._.: --- -
V.., --~U'11 ..,.L ..1 .. \...C 

·Per share 
Total 

Market price at date first 
exercisable -

Per share 
Total 

Options exercised 
during the period: 

Number of shares 
Option price -

Per share 
Total 

Market price at dates exercised -
Per share range 
Total 

Year ended 
February February 
27, 1971 28, 1970 

76,750 

$6.10 
$468,115 

$17.00 
$1,304,750 

7-. nn.n. 1,uuu 

$6.10 
$469,700 

$14.50-$17.13 
$1,205,600 

81,250 

$6.10 
$495,625 

$16.50 
$1,3.+0,625 

79,000 

$6.10 
$481,900 

$15.00-$16.SO 
$1,302,000 

At February 27, 1971 options to purchase 163,000 shares 
were outstanding at an aggregate price of $1,JJ59,175 (including 
options for 2,000 shares currently exercisable for $12,200). 
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Increases (decreases) in 
capital are set forth below: 

Current asbets: 
Cash 
~fa.rke.~able securities 
Accounts receivable 

Prepaid expenses 

Less - current liabilities: 
Accounts payable and 

accrued expP.nses 
Income taxes payable 
Liability for unredeemed 

trading stamps 

Working capital 

---·· 

s-4 

the components of working 

$ 63,000 
880,000 

1,089.000 
'1 o, I. nnn' 
\ ,0.1. ... ,vv\J J 

(55,00.Q) 

163,000 

2,455,000 
5,561,000 

(1,240,000) 

6,776,000 

($ 1,91• 7 ,000) 
18,381,000 

337,,000 
,. ""'"' """" o,~o~,uuv 

691,00ti 
• 23,737,000 

(2 ,414 ,000) 
(6 ,193 ,000) 

(7,548,0QQ) 

(16 1 155AOQQ} 

$6,939,000 $ 7,582,000 

1 
I 
i 
1 

' i 
i 
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SCHEDULE I - MARKETABLE SECURITIES 
FEBRUARY 27 1 1971 

Name of issuer 
and title of issue 

Time deposits 

COD1Dercial paper 

Securities issued by states 
and mbnicipalities and 
intrumentalities 
·thereof, maturing: 

Five to fifteen years 
(5 issues.) 

~.Ter fifteen y•::ars 
(44 issues) 

Stocks of corporations 
"I ,1 ___ ....,_-1 ,....__ ff.,.. 4 ,.._~~ ~ .,. ..... f-.oe 
.L .Lo·1.c::u· \;II.& va.a .... -...rw.._. ..,-._e&-..._ ..... ..., 
exchanges or having ~uoted 
market values: 

Preferred stocks -
American Can Co., 

7% Cum. 
Duke Power C9., 

6-3/4% Cum. Conv. 
Duquesne Light Co., 

$8.64 Cum. 
E. I. du Pont de 

Nemours, $4.50 Cum. 
General Mot~rs, $3.75 

Cum. 
Natural Gas Pipeline 

Co. of America, 
9.20% Cum. 

Natural Gas Pipeline 
Co. of America, 
7.90% Cum. 

New :England Power Co., 
8.68-X Cum. 

Pacific Power & Light 
Co., 8.92% Cum. 

Number of 
shares or 
units -

orincitial 
amount-of 
bonds and 

notes 

Amount at 
which 

carried in 
balance 
sheet 

Value based 
on current 

market 
quotations 
at February 

27, 1971 

J 2,500.000 $ 2,500.000 $ 2.500~000 

$16,500,000 216,428,000 ~16,455.000 

$ 2,900,000 $ 2,883,000 $ 2,650,000 

30 a 940 a 000 29 ,A20 ,QOO _23, 852, 000 

$33,840,000 $32,303,000 $26,502,000 

Shares 

15,000 

10,000 

20,000 

7,500 

7,700 

40,000 

14,500 

22,500 

40,000 

S-5 

570,000 

1,000,000 

2,000,000 

721,000 

630,000 

4,000,000 

1,334,000 

2 ,196·,ooo 

3,957,000 

420,000 

1,010,000 

2,140,000 

546,000 

448,000 

4,160,000 

. 
1,436,000 

2,318,000 

4,120,000 

- -. ----~--~-
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Name of issuer 
and title of issue 

Preferred stock -
(Continued) 
Panhandle Eastern 

Pipe Co., 8.60% Cum. 
Potomac Electric 

Power, $4.50 Serial 
of 1970 

Savannah Electric & 
Power Co., 8.)2% Cum. 
Series C 

Southern Calif. Edison~ 
8.96% Cum. . 

Te.""tas Gas Transmission, 
9.36% Cum. 

Trunk.line Gas Co., 
9.12% 

Tri-Continental Corp., 
$2.50 Cum. 

Union Electr.ic Co., 
8 • 00% Cum .. 

Other 

Common .. to-:ks -
Alle8teny Faii~r System 
American Natural Gas 
American Telephone & 

Telegraph 
Colt Industries Inc. 
Cons\.DDers Power Co. 
Deere and Co. 
Detroit Bank and Trust 
Fansteel, Inc. 
Harsco Corp .. 

Number of 
shares or 
units -

principal 
amount of 
bonds and 

notes 

Shares 

11,L.OO 

35,110 

20,000 

50,000 

10,000 

18,000 

10,000 

30,000 
_j§,169 

379,879 

50,000 
35,000 

20,000 
9,800 

38,634 
20,000 

Iowa Power and Light Co. 

9,000 
23,300 
20,000 
43,000 

S-6 

Amount at 
which 

~arried in 
balance 

sneet 

$ 1,146,000 

1,755,000 

2,004,000 

5,000,000 

1,000,000 

1,718,000 

550,000 

2,768,000 
l,3$1,000 

$33,700,000 

$ 1,088,000 
1,251,000 

1,045,000 
633,000 

1,292,000 
1,107,000 

577,000 
704,000 
538,000 

1,071,000 

Value based 
on current 

market 
quotations 

at F~bruary 
27, 1971 

$ 1,163,000 

2,054,000 

2,100,000 

5,661,000 

1,040,000 

.1,836,000 

379,.000 

2,940,000 
1,012,000 

$34.783,000 

$ 1,175,000 
1,400,000 

980t<OOO 
194,000 

1,260,000 
855,000 
580,000 
322,000 
438,000 

1,085,000 

1 
.J 
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Number of 
shares or 
units • 

principal 
amount of 

Name of issuer bonds and 
and title of issue notes 

Common stocks - Shares 
( f",_..t.; nn,,,.d) ..... -u .......... ~-

Kansas City Power 
and Light Co. 

Kansas Power and 
Light Co. 

The Leisure Group, Inc. 
Manufact-..n:ers National 

Bank of Detroit 
Mon!:ana Power .. Co. 
Northern States Power 
Occidental Petroleun 

Corp. 
Peoples Gas Co. 
Philadelphia Electric 
Signal Companies Inc. 
Thlrd National Bank of 

Nashville, Tennessee 
Toledo Edison Co. 
Union Electric 
Witco Chemical Corp. 
Other 

34,000 

50,000 
21,000 

26,000 
35,000 
50,000 

2011000 
35,000 
51,700 
15,000 

194,000 
40,000 
50,000 
24,600 

_34 1800 

2~2 .s34 

s-1 

Amotmt at 
which 

carried in 
balai1ce 

sheet .. 

$ 1,145,000 

1,031,000 
4.72 ,000 

1,304,000 
1,008,000 
1,291,000 

928,000 
l,171,,000 
1,295,000 

554,000 

4,555,000 
1,047,000 

965,000 
960,000 

ia2os 1000 

~28.231.QQQ 

Value based 
on current 

market 
quotations 

at February 
n._, 197'1 

$ 1,215,000 

1,343,000 
232,000 

1,352,000 
1,158,000 
li>J.)4,000 

373,000 
l,307,000 
J.,260,000 

237,000 

5,430,000 
l,30li. ,000 
1,050,000 

663,000 
1 12sa ... ooo 

&2Z.825 10QO 

~ll3,16§..,..9Jl,2 $10§.065.00Q. 



SCHEDULE. v_: PROPERTY, FIXTURES AND SQUIPMEN_! 

Balance at Additions Balance at 
beginning at Retirements close of 

Classification of Eeriod cost or sales Eeriod 

Year ended 
Februar! 28 1 1970: 

Land $ 195,000 $ 340,000 $ 535,000 

Buildings 837,000 3,000 840,000 

Furniture, fixtures 
and equipment 3,906,000 404,000 $108,000 4,202,000 

Leasehold improve-
men ts ao2 1000 11a 1000 891000 831.000 

$5,740,000 ~ 865,000 $197,000 $6,408,000 

Year ended ,\ 
't 

FebruarI 27 I 1971_;_ ·I 
i 

$ $ $ $ 
.l 

Land 535,000 133,000 10,000 658,000 I , 
Buildings 840,000 1;029,000 39,000 1,830~000 ii 
Fum~ture, fixtures ~1 

and equiJ?men t 4,202,000 801,000 193,000 4,810,000 1 

Leasehold improve- ~ 

ij men ts 831.000 142.000 39.000 9341000 

_$6,408,000 $2!105,000 $281"000 .filh232,000 
' 

I 
I 
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SCHEDULE VI - ACCUMULA1'ED DEPRECIATION AND .AMORTIZATION 
9J_ PROPERTY_, FIXTURES ~D ,EQUI:etJ.J!:NT 

Additions 
cb~ .. :ged Retirements, 

Balance at to profit renewals, Balance at 
beginning and loss and close of 

Classification of period or income !eplacements period 

Year ended 
Febntarx 28 1 1970: 

JBuildings $ 235,000 $ 36,000 $ 271,00C 

·Funiiture, 
fixtures and 
equipment 2,213,000 560,000 $ 82,000 2,691,000 

Leasehold 
improven.ilnts OO~A 523:z090 8li000 86itOOQ. 518:1000 

~2.971,00~ $677,00.Q $168,000 $3,480,000 

Year ended 
FebruarI 27 1 1971: 

Buildings $ 271,000 $ 50,000 $ 15,000 $ 306 ,ooo 
Furniture, 

fixtures and 
equipment 2,691,000 605,000 165,000 3,131,000 

Leasehold 
impr.tlvemen ts 518 .. 00..Q. 103.000 39.000 5821000 

$3,480,000 $758,00~ $219,000 ~4.019.00Q 
,f-
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SCHEDULE XVI - SUPPLEMENTARY PROFIT ~.J.'JD LOSS INFORMATION 

Selling, 
general and 

-Cost of administrative 
redem2tions ex2enses Totc=l 

Year ended Febru.:1';ri 28 1 197Q..:., 

Maintenance and repairs $ 4,75 ,000 $52,000 ~ 527,000 ... 

Depreciation and 
amortization 631,000 46,000 677,000 

Taxes other than incc>me 
taxes: 

Payroll 499,000 90,000 589,000 
Property truces 292,000 13,000 305,000 
Other 60,000 9,000 69,000 

Rents 1,621,000 19,000 1,640,000 

Year ended February 27, 1971: .. 
Maintenance and repairs 464,000 56,000 520,000 

Depreciation and 
amortization 708,000 50,000 758,000 

Taxes other than income 
taxes: 

Payroll 492,000 98,000 590,,000 
Property taxes 384,000 23,000 407,000 
Other 76,000 5,000 81,000 

Rents 1,815,000 19,000 1,8349000 

~ ;, 
i 
~. 

i 
J. l.! 

~ 
1 
I 

I 
~ 

i 
I 
I 
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i I 
No royalties or management and service contract fees were incurred~ l 
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HIGHLO-ITS 
Fiity-two Weeks Ended February 27, 1971 and February 28, 1970 

Revenues 

Income before extraordinary charge 
-----~- - ~- .~ ,.._ "~ -· ~~ 
Extraordinary charge 

Net income 

Average share' outstanding 

Per share 

Income before extraordinary charge 

Net income 

1971 1970 

$127,567,000 $132,060,000 

8,584,000 

8.584,000 

4,957,000 

$1.69 

1,69 

7,765,0oo 

(378,000) 

4,877,000 

$1.54 

1.46 

1 

~ 
I 

1 
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TO OUR STOCKH()lJ)ERS 

Earnings for the iiscal year were $8,584,000 
or $1.69 per share as compared to $1.54 for the prior 
year. The prior year figure is before an eight cent extra
ordinary charge representing settlement of a lawsuit 

The increase re:mlted from a higher after
tax yield un our investment pc;.rtfolio. Income from 
investments, net of related expenses, accounted for 
52% of current after-t~x earnings compared with 
39% fonhe prior year. 

Total revenues for the year declined from 
$132,060,000 to $127,567,000 due primarily to the 
elimination of trading stamps by certain grocery chains. 

Many people ask me, "What are the long·· 
range prospects for trading stamps?" My answer is, 
"Exmllent." 

Trading stamps are the most viable re'tail 
continuity program ever devised. They have been for 
70-plus years and will cominue to be. Trading stamps, 
particularly Blue Chip stamps, make sense economically 
in terms of value received, by retailers who use them 
to stimulate sales, and by consumers who receive them 
as a reward for patronage. 

Saving Blue Chip stamps enables con
sumers to acquire wanted and needed items of 
merchandise at values lower than discount store prices. 
Stamp savers can prove this fact for themselves by 
multiplying the number of books for ~ny of th·e items in 
our catalog by Si.90 per book (the average amount paid 
by merchants for a book of stamps}. This amount 
compared with a retailer's selling price plus sales tax 
will demonstrate that starnp savers receive better values 
by saving Blue Chip stamps. 

This merchandising miracle is possible 
bet.~ause of Blue Chip's vo!ume purchasing power and 
efficient distribution system. The values offered stamp 
savers are a!! the more remarkable in light of the fact 
that the fees merchants pay for our service are lower 
than they were fifteen years ago. Very few businesses. 
can make that stateme:-;t 

The United States Department of lustice 
and certain private litigants have attributed Blue Chip's 
success to the fact that it was organized by nine retail 
chains. The claim has been asserted t'1at other merchants 
were obiiged to use Blue Chip's service because the 
organizers used it 

We have never believed that, but until 
now we lacked concrete evidence to substantiate our 
disbelief. Of the nine chains that organized Blue Chip, 
six no longer give Blue Chip stamp,s. Only three of 
the nine still own stock (110/o collectively) in the 

Company. One o! the three is among the six chains no 
longer giving our stamps and another has significantly 
curtailed issuance. 

If other merchants followed the 
organizers into the Blue Chip program you might 
wonder why they did not follow them out. The obvious 
answer is that from inception Blue Chip has stood on 
. its own tw<;> feet p.roviding the be1t trading stamp 
program available anywhere. 

Our success is based on the solid founda
tion of c:dnsumer acceptance. This acceptance is earned 
by constantly striving lo off er consumers mc!ximtim 
value for the stamps they redeem and superior service 
exemplified by computerized inventory control In two 
huge warehouses and 88 beautiful, conveniently local~ed 
redemption stores. Were that not true, we would not 
have served 13,000,000 stamp savers during the past 
year. Were that not true, our service would be of littl,e 
value to the merchants who give Blue Chip stamps. 

For all these reasons, I am convinced that 
long-range prospects for Blue Chip stamps are excellent. 
Revenue and earnings prospects for the 1971-1972 fiscal 
year are not as favorable due to the elimination of 
trading stamps by several grocery chains which are 
experimenting with other forms of sales promotion. 
However, seven decades of industry experience indicates 
thill some of these chains will eventually return to the 
use of trading stamps. Because Blue Chip stamps offer 
both sound values to shoppers and proven nles 
stimulation to merchants, we think our program will 
continue to enjoy \vide popularity. 

We remain under the requirement of 
presenting to the United States District Court by 
October 6, 1972 a plan for the sale of one-third of oor 
California trading stamp busines:;. The market changes 
of the past 15 montrs have increased tremendously the 
difficulty of developing such a plan with fairness to our 
stockholders, customers, and stamp savers. We now face 
aggressive competition from rival forms of promotions 
and from a major trading stamp company which has 
converted its California operations to our low-price, 
non-franchised manner of doing business. Nevertheless, 
we will continue our good-faith efforts to Si.lcisfy the 
consent judgment. 

Cordially yours, 

~ ~J<·?;Ja--·'-
Donald A. Koeppel 
Chairman of the Board and President 
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~~~~---~~~~~~~~~~~~~~2_1_27_171 • 1 
TOT AL FOR THE FISCAL YEAR I -----------·----------- -----------------.-1 

Total revenues $127,567,000 ~ 
·-~·-··-------· ---=---i· 

Income before extraordina')' charges · 8,584,0'JO l ..... -·-· ____ ,_,. __ -----------~--"- ' 

Extraordinary charges - · -·---·--_.. ......... ,,. _____ -- "'"'~' ··~ ~· _____ __.._·~---~--------
Net income 8 584 000 ! 

~;;;:;;.;~~AR END =~=~-~----47:852:~ I 
Total assets 
----·----~---~--- .. -",, .. ,,_,, _____ ,_ 

Stockholders' equity 

Number of employees 

AVERAGE. 'SHARES OUTSTANDING• 

PER SHARP 

lncO'me before extraordinary charges 

Net income 

148,422,000 

43,296,000 

4,957,000 j' 

$1.69 

1.69 

• Adj11s1ed for s.for-1 stock split, Octo~r 1%9. 

Westminster, one of Blue Chip's no:w stores. Anaheim facility opened 
during 1971. Richmond warehouse addition under construction. Stluth Bay 
customers have a new store in Torrance. 
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"2128/70 . 3/'J/69 3/2168 

$132,060,000 $112,483,000 $94,664,000 

7,765,000 5,644,000 3,418,000 --- ---·--·· ---····-
(378,000) (3 .651,000} 

7,387,000 3,418,000 

3/4/67 

$94,676,000 

4,284,000 

4,284,000 

2/26/66 ]127/65 

$83,801,000 $74,560,000 
-····-· -- -------

4,466,000 2,504,000 

4,466,000 2,504,000 

2/29/64 

$70;490,000 

1,815,000 

1,815,000 

40,913,000 33,331,000 20,438,000 17,235,000 13,212,000 8,646,000 5,734,000 
A-·--·----· ......... --------· ----·-· --- ----· -

147,333,000 
}~_ .... ___ _ 
''! 
'J;._ ___ !5,431,000 ---~ 

1,633 

,JI 

123,796,000 95,772,000 81,999,000 77,713,000 65,207,000 59,924,000 
-~--·~--------~-·~-----------

28,049 ,000 23,060,000 19,487,000 15,202,000 10,736,000 8,232,000 ---------·~--------
1,379 1,160 1,485 

3,530,000 3,108,000 3,108,000 

$1.60 
--~-------· 

.57 

$1.10 

1.10 

$1.38 

1.38 

1,176 

3,108,000 

$1.44 

1.44 

830 842 

3,108,000 3,108,000 

$ .8"1 $ .58 

.81 .58 
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BlUE 0-llP Sli\i\.tl'S 

BALANCE Sl-IEET 
febmary 27, 1971 and February 28, 1970 

Assets 

Current assets: · 
Cash ............................................•................ 
Marketable securities (Note 2) ...................................... . 
Accounts receivable ......... : •..................................... 
Merchandise and supplies inventories, at the 

lower of cost (flrst-ir,, first-out) or market ........................... . 
Prepaid taxes and other expenses (Note 1) ......•..••.••....••..•.••..• 

Total cur;ent assets ........•••...•....•....................... 
Property, fixtures and ~quipment, .u cost, less 

accumulated depredation and amot'tization (Note 3) ................... . 
Unamortized debenture discount ......................................• 

Liabilities and Stockholders' Equity 

·1971 

$ 53·1,000 
1n,·16s,ooo 

7,79.3,000 

17,197,000 
3,449,000 

'142,138,000 

4,213,000 
2,07'1,000 

$148,422,000 

·~~~~~~~~~~~~~~~~~------~~·~~~~~~~ 

Current liabilities: 
Accounts payable and accrued expenses .............................. . 
Income 1aites pa~·~ble .................•............................. 
liability for unredeemed trading stamps (Note ·1) •• , •.••••••••••••••••••• 

Total current liabilities . . . . . . . . . . . . . . ........................ . 

61'2% Subordinated Debentures due 1978 (Note 4) ......•................. 
Stockholders' equity (Notes 4, 5 and 9): 

Common stock, par value $1.00 
Shares authoriz~d-7,000,000 
Shares outstanding~--5,026.000 and 4,950;-000 ...................•.... 

Paid-in capital ........•............. , ............................. . 
Retained earnirigs ................................................. . 

Total stt:;<:Ki1m-.!4?rs' equity .•........•.......................... 

See accompanying notes lo financial statements 

,_ 

s 5,396,000 
1;<t61,000 

87,429,opo 

94,2~6,CJ9<l 

10,840,000 

5 ,026 ,000 
796,000 

~?.i~!4.~ 
4~_,?~~}E.Q 

$~~8,~"~~·900 

4,950,000 
403,000 

_30,078,000 

35,431,000 

'~4? ,333,CJCX! 



Fifty-two Wet:!ts Ended February 27, i1971 and February 28, ·1970 

Revenues: 
Stamp service income (Note 1) •.•..••••.•..•..••.•..•.....•.•.•...••• 

Interest dividends ar.d gains and losses on sale of securities ......•........ 
Other income .....••.•...•.......•...•.........•.....•..•.......•• 

Cosb and expenses: 
Cos~ of redemptions, consisting of merchandise and 

related expenses (Note 1) ••••.••••••••..•••.••..••••••••.••••....•. 

Selling, general and administrative expenses . . . . . . . • • . . . . . • . . . . . . • • . . •. 
Debenture interest and amortization .••.•.....•...• - ••....••..•.....•• 

Income before income taxes and extraordinary charge •....•.........•••••• 
Provision for income taxes (Note 1) ••••••.•••••••••••••.•••••••••••••.•• 

Income before exllaordinary charge .•..••...•...•••.....•..•..••.•.•..• 
Extraordinary charge (Note 9) ...•..••.......•...••...•..•....••.•.•..•. 

Net income ..•.•..•....•.....•.•.•.•••..........••.•..•.....•..••... 

Per share (Note 6): 
Income before ~xtraordinary charge ......•••.....•..•.•.•..•....•...• 
Extraordinary c:1arge (Note 9) ...•...•.••...••...•..••••••.••.••....•• 
Net incorne . • . • • . . • • • • . . . . . . . • . . . • . . • . . . . • • . . . •••.•••.••.....••. 

Sec accomp,1nying notes to financi.11 slatcmcnts 

.... 

1971 

$120,015,000 
5,986,000 
1,566,000 

127,567,~ 

104,392,00U 
8,558,000 
1;0('3,000 

114,013,000 

13,554,000 
4,970,000 

8,5H4,000 

$ H,584,000 

$1.69 

$1.69 

1970 

$125,386,000 
4,748.000 
1,!l24,000 

132,060,000 

108,977,000 
7,275,000 
1,063}~ 

117,315,000 

$ 

14,745,000 
6,980,000 

7,765,000 
(378,0<)0) 

7 ,387 ,()(}Q 

$'1.54 
{'.08) 

$1.46 
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BllJ( G-111' STAMPS 

STATEMENT OF STOCKl-l()L[)ERS' EQUITY 
Fii•~·-two Week~ Encll•d Febru.uy 27, ·1q71 and Febru.iry 28, 1970 

Common Stock Paid-in 
Share~ Amount Capitc1l 

974,000 $ 325,000 $2,878,000 Balance at March ·1, '1969 •....•••••••.•••••.. , • • • • . • . • 
Stock split and change in par v,1lue •••.....•........... 
Exercise of stoclr '.)plions ..•••.•...••••.••.•••.••.•••• 
Cash dividends of $.10 per sh.ire (Note 4} •....•••...•.• 

3,897,UOO 4,54(l,000 O,tm.l,000> 
79,000 79,000 403,000 

Net incon1e • • • . . . • • • . • . • • • • . • . . • . . • . • .•••.. , • 
Balance at Fehrudry W, 1970 . . . ...................•... 4,910.l.YiO 4;95U,OOO 403,000 

Exc>rd::e oi stock options \Nole 1i) • • •••••••••••••••••• 

i'urchase oi !'tock from terminated employees . , . • . . . . . . 
Ca:.h dividor1d" ..,: ).14 per sh.tit.. 'Note 4\ • • • • . • • • • . ..•. 
Net income • . • • . • . . . . • . • . . • • • • • . • . • . . . . • ••..•.. 

77,000 
{1,0GOi 

77il100 393.000 
("1,000) 

Balance al February 27. ·t971 ...••..••.....•..••••...•.. s.on~,ooo $5,026,000 
,.. 

796.000 :%1 

STATEMENT a SOURCI AND APPLrATIOl\J a= FUNDS 
Fifty-two ~Necks Ended February 27, 1971 and February 28, 1970 

Source of fonds: 
Net income for the year .........•..•.... , ......•..•... , ...••••..•••• 
Depreciation and m1ortization • . • • • . . • • • • . • • • • • • • • • • • • • • . • • • •••••••• 

Exercise of stock options (Note SJ 

Apphcat1on o{ funds: 
Property additions. net .........•..............•••••.•.•••..•.••••.• 
l'ayment of dividends ...................•......••..•..•.•......•.•• 
· ncr~ase in \Vorking capital ••..•••••.••••• : .•.•...• , •..••••••.••.••••• 

Sec accompanying.nolc$ to financiill statements 

1971 

$ 8,564,000 
l,'116,000 

9,700,000 
470,f)(YJ 

$10,170,000 

$ 2,043,000 
1,188,000 
6,939,000 

$10,170,0CO 

Retained 
Earnings 

$24,846,000 
(1,668,000) 

(437,000i 

7,167.~ 
30,078,000 

('I, 188,000) 
8,584,000 

$37,474,000 

1970 

$ 7,387,000 
1,036,000 

8,423,000 

,. 482,0<!' 
$ 8,905,000 

' ..,.,,_-. .,...,.-.,...,._, ~ 

$ 836,000 
487,000 

7!58~ .. ooo 

l .. I 
• r.'. j " 

' 
~ 

$ 8,905,000 • 
ii 
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f\IOTES TO ANMKJAL srATEMENTS 
NOTE 1-Accounting practices: 

The Company recognizes .. camp service mt:ame upon 
issuance of its trading stamps and provides a liability account 
for Unreoeemed trading :.ldlllfJS wnsisting of the COSt Oi 
merchandise and related redemption exµcrises. For a number 
of yt.•.irs the Company has made statistical evaluations of its 
redemptions. Based upon anal)1Sis oi such evaluations the 
Compan)' prcsenlly estimates that 97.50/o oi all !>lamps issued 
will ultimately be redeemed. The liability for unredet-mcd 
trading :otamps of $87,429,000 at Fcbruaf)' 27, 1971 included 
$75,148,000 for the cost of me,rchandisc and $'12,28'1,000 
for redemption e)(l)cnses. 

Tht~ Compan}' deducts certain rcdempti,m expenst•s for 
income tax purposes when stamps are redeemed. The decrease 
in the provision for income taxes attributable to the diff ere11ce 
between the provision for redempticm expenst.?s when stamps 
are issued and the redemption expenses incurred when 
:.tamps arc redeemed amounted to $127,000 and $117,000 
in thf.' iiscal year~ ended February 27, 1971 and February 28, 
1970, rcspl'ctivcly. At February 27, 1971, the accumulated 
prepaid income taxes attributable to the dilferenl'.e described 
~bove amounted to S2;1q4,000. 

NOTE 2-Marketclble securities: 
f\ 'arke1able sccurilies are staled at cost (less amorlization of 

bond premium). Following is a sumtnary l'i Iii..: portfolio: 

February 27, 1<'71-

Short-term investment!>. 
Stale and municipal bonds . 
Preferred and common stocks 

Total ..•••• 

February28, 1970-

Short-term invest~nents. 
State and municipal bonds • 
Preferred and comm.>n stocks 

Total ••.•• 

Markel 
Ct't: Value 

$ 18,925,000 $ 18,955,000 
32,{,03,000 26,502,000 

61,:)37,000 62,(>03,000 

$113 168,000 $108,065,000 

$ 22,987,000 $ 23,068,000 

:ia.2uo.ooo 26,232,000 

51 ,021,000 46,502,000 

$112,288,000 $ 95,802,000 

NOTE 3-Property, fixture•, and equipment: 
Followh.3 is a i.ummary of property, fixtures and equipment: 

Feb. 27, Feb. 28, 
1971 1970 

land . . . . . . . . s 658,000 $ 535.000 

Buildir\ss • . . . . . 1,830,000 840,000 

Furniture, fixtures and eqmpmtmt 4,(J10,000 4,202,000 

leasehold improvcrncnts . 934,000 831,000 

8,232,000 6,408,000 
less accumulated depreciation 

and amortization . . . . 4,019,000 3,480,000 .. 
$'2,920;0oo $4,213,000 

The Company provides for dl'Jm~o.tllon and amorl1lallon 
of propNly, foi:turl's and equipment prmop.1lly on the 
slrai:;ht-line bai.is. Total pro\'1sions amountC'd !o $758.000 and 
$677,000 for the .52 WC't•ks C'ndt'd ft>bruarr 27, 1971 and 
February 2U, 1970, respectiv<.•ly. 

NOTE 4--Debentures and dividend restrictions: 
The dcbc•nturl.'~ art.' subordinalecf to sc>n1or mdeht~dn~!i:. 

and to claims or ca1M•s of action. both as dl.'(ined'm the 
indenture underlying their issuanct.'. At lt•a!.I 2Cf/o of 
lhe dt.'benturt>S must bt• rl•deemcd annually bc:-gmning 
Dt•cemhcr 1, 1974. 

Under terms of the indenture, the Compan\' may not 
declare or pay any d1vKlend or make any clistributmn lt.•xcepl in 
stock) or purchase, rC'dcem, or olherwist.• acquire or n.·~iu.• 
for considNation, any of its s.tock (al ii, during any fiscal y~u. 
such dividends or distributions would ~lC<.ee<! 25% oi thl.' 1wt 
income or the Company for .:he prl.'et1dm1: fiscJt )'Cilr, or 
(b) if claims or causes of action, as defined, would exet•t•d 5Cl'/o 
of the CClmpany's stockholders' eqtii\}' or (c) if the C.:ompan}' 
were in arrC'ars in any sinkin!~ fond payments. 

NOTE 5-Stock options: 
Under 1he Comp.mv's qualified !:lock option plan, options 

to purchase shares of the C<'mpany's r.ornmon stock were 
ouist:mding at fobruary .!.7, 1971, as follows: 155,500 shares at 
$h.10 (including 2,000 currently exercisable) and 7 ,500 shares 
at $14.75. During the wrrent fiscal y!'ar, options for 77,000 
shares were cxl.'fc1sed at $6.'10. 

NOTE 6-Per share computations: 
Per share amounts arc based upon the weighl(•d avcragc 

number of shares of common stock outstanding during tht' 
fiscal year adjusted for the dilutive effect of all outstanding 
slodc options. Such dilution is cakulatecf amurnng all <;uch 
options have been exercised and the proceeds used to purchase 
shares at the average markN pnc~· during the year. 

Following is a summary ol the shares used in per share 
computations: 

Average shares outstanding 
(lilulion assuming exercise of 

oulstancling stock options • 

Fiscal Vear (ncled 

Feb. 27, 
·1971 

4,957,000 

Fcb.28, 
1970 

4,877,000 

123,000 180,000 
5,080,000 5,057,000 

NOTE 7-Pension plan: 
The Company has a noncontributory pension plan which 

covers cmployt't's meeting certain eligibility mquiremcnts. 
f>ens1on costs charged to income include amortization of prior 
service costs over a thirty year period arid are funded annually. 
The cost of the plan for the fiscal years ended February 27, 1971 
and February 28, 1970 amounted to $400,000 and $397,000 
rC?spcctivcly. Al February 27, 197'1 the liability for unfunded · 
prior service costs amounted to approidmately $396,000. 
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BLUE OilP Sli\,\.\PS 

J\K)TES TO RNAJ\CIAl STATEMENTS (CQ\JTV) 
NOTE 8-Long-term lease commitments: 

Minimum annual rental commitments under: leases expiririg 
through 1981 amounted to $1,700,000 at February 27, 1'37"". 
excluding taxes, insu ranee and other expenses payable d!ret:tly 
by the Compan~·-

NOTE 9-lt!gai proceedings: 
During the fiscal year ended February 28, 1970, the Company 

settled a lawsuit for $853,000. The settlement, less $475,000 
applicable .income taxes, was charged against income as an 
extraordinary charge. 

Pursuant to a con~nt iinal judgment entered in 1967 by the 
United States District Court, the Co111pany within thirty month:; 
aiter 1\p;il 6, 1970 is required to submit to the court a plan 
for the sale of one~thirci of its California !rading stamp business 
located within a contiguous geographical area in Southern 
California. The Company believes that such a sale would have 
a materially adverse effect on revenues and earnings but 
not on its ability to continue its business or operations. 

The Company and ceriain of its present and former 
stockholders and.directors are defendants in a purpori~!d class 
action alleging breach of contract, fraud and misrepresP.ntation 
brought cm behalf of users of Blue Chip ste:.Afps who faiied 
lo purchase stock of Blue Chip Stamps in a -968 offering to 
users. The complaint alleges damages to plaintiffs of 
$21,400.000. together with exemplary damage!>! of $25,000,000, 
interest, attorneys' fees and costs, and prays t!lat plaintiffs 
ha"e the nght to put chase stack, or units of sUJck and 
debentt1res, of Blue Chip Stamps on lhe terms; of the 1968 
offering. In the opinion of counsel for the Comp;my, upoi1 the 
facts knowr.·, the complaint is without merit and all defendants 
should pre,:tail. 

The Company is a defendant in nine private antiln~st actions 
seeking treble damages together with a.Homeys' fees and costs. 
Damages aggregating 51,050,000 ha·<'c been daim~d in one o( 
these actions; the plaintim> in the other actions assert injuries in 
amounts not yet ascertained. Based on inform ... tion currently 
available to them, in the opinion of counsel for the Company 
substantial defenS(.-5 are available in all oi these actior:s and 
it is unlikely that the aggregate ultimate liabil;ty of the 
Company, ifany, witl- respect to such act.ions would have a 
materiaiiy adverse E:. <!Ct oh its ability fo continue its business 
or operations, but no prediction can be madl! as to their 
ultimate out·come. 

The Company is a defendant ;n a purported class action 
to recover for stamp savers monies collected as reimbu;sement 
fofCalifornia sale§ taxes or1 redemption of stamps. Plaintiffs 
claim that :he redemption transaction is not taxable and all such 
collections should be returned, or alternatively that such 
collections exceeded the tax payable and such excess should 
he returned. The Company has paid sales taxes to the state 
equal to its reimbursement collections, which in recent years 
have averaged abotH. $7,000,000 annua.;:y. In the opinion 
of counsel for the Company, substantial defenses are a:vailable 
and claims can be asserted against the state for reimbursement 
for all or part of any recovery by plaintiffs, but counsel <:annot 
predict the ultimate ouKome of the action. 
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KCOUNL'\NTS' OPINIC>N 
PincE \V;;\.TERHO'c-SE &. Co. 

1.os A .. ..,GELEs 90014 

April13, 1971 

To th~ B~ard of Directors and 
Stockholders of Blue Chip Stamps 

In our opinion, the accompanying 
balance sheet. . the ;elated :statements of income and 
stockholders'• quity and the statements of source and 
application of iunds presenr fairly the financial position 
of Blue Chip Stamps at February 27, 1971 and February 
28, 1970, the results of its operations and the supple
mentary information on funds for the years then ended, 
in conformity with generally accepted accounting 
principles consistently applied. Our examinations of 
these statements were made in accordance wirh 
generally accepted auditing standards and accordingly 
included such tests of the accounting records and 
such other auditing procedures as we considered 
necessary in the circumstances. 
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BOARD Of DIRECTORS 

WARREN E. BUFFETT 
Per~onal lnvest1nent" 

ROBERT R. OOCKSON 

President ol 
California f~deral Savings & Lo,m Association 

CHARLES f. FUTTERMAN 
(),,,,..er of Charles 1- Futterman and Assc ciates, 
management consultant~; 
Chair;~1.111 oi the BoMd 
of Food Employers Council. Inc. 

Z. WAYNE GRIFFIN 
Chairman of Community Redevelopment Agency 
of the City oi Los Angeles; 
Personal Investments 

JOHN P. GUERIN, fR. 
General partner Cll 
l- P. Guerin & Co., inves!ors 

IOSEPH P. HUGHES 
President of Hughes Markets. Inc.; 
Chairman oi the Board 
of Certified Grocers of California, Ltd. 

EMMETT H. JONES 
President of Terminal Oil Company. 
Industrial Engineering & Equipment Corporation 
,md \\/estates Investment Co. 

DONALD A. KOEPPEL 
Chaim;Jn of the Board and President of the Comp.my 

ARTHUR 0. MAC DONALD 
President of Coca-Cola Bottling Comp;111y 
oi Los Ar.geles 

CHARLES T. MUNGER 
General partner oi \•Vheeler. Munger & Co., investors. 
President oi Spring Street Capital Co. 

WILLIAM F. RAMSEY 
Executive Vice President of the Company 

RON STEVER 
Chairm~n oi the Board of The Stever Companies. 
consulting actuaries and insurance brokers; 

·Chairman of the E>i,.C.Ct!.ave.Committee 
of Crescent~Vh-a~i~'\.\Yii~~house Co. .. ... -; ... 
AN°DR. ;~ ~;Ql.F -~ : .. 
Presideqi qf A:·&·O Su1wrn\arkets. lnc. 
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OFFICERS 

DONALD A. KOEPPEL 
Chairman of the Board and President 

WI LU AM f. RAMSEY 
Executive Vice Pr '!Sident 

RAYMOND H. ALLEN 
Vice President. lniormation Systems 

IAME~ 0. CARTER 
Vice President, Operations 

WILUAM K. Kl.EPPER 
Vice President, Merchandise 

ROBERT H. BIRD 
Secretary and Treasurer 

ERNEST P. PAULSON 

Controller 

ELEANOR REYNOLDS 

Assisiant Secretary 

TRANSFER AGENTS 

BANK OF AMERICA, N.T. & S.A. 

Los Angeles 

BANKERS TRUST COMPANY 

New York 

REGISTRARS 

UNION BANK 
Lo~ Angeles 

THE CHASE MANHATTAN BANK, N.A. 

New York 

BLUE Qi!P StA"t\..'1PS 
5801 South Eastern Avenue 
Los Angeles, California 90040 
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Cover scenes depict the four we~tem st.ates ii'! which Blue Chip St.amp$ 
opera~es. From left to right, David Muench c.;aptures spring beautr 
of sprawiing valle)' below 12,000 foot high Mt. Charleston outside Lils 
Vegas. Marie Milinz pro•1ides ii dramatic golden hued sunset along 
the Oregon coastline. Mt; Hood anJ Trillium Lilke in"the Oregon Cascades 
are highlighted by Muench's use of Rhodt>dendrons at the shoreline. 
The gladal valley of the Merced River is accented by the roaring water off 
317 foot high Vernal Falls in Yo~emite ~tional Park.by Mt!ench. 
A sandstone arch aicng the south rim of Grand Canyon en.IDies Muench 
to frar.te the vast e-.tpame of this briliiant National Park. Mainz uses 
the silhouette of palms in a P.hot!nix resort to mark the fading desert sun. 
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