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Blue Chip Stamps [Calif. ] Co: B558000000 

5801 South Eastern Avenue 
Los Angeles, Calif. 90040 

SEC File No: 0-3810 Exch: Other 
IRS No: 94-1354687 CUSIP: 0953299 
Fiscal Year Ends: 2/28 SIC No: 739 

8-K For: 4/30/73 Rec: 5/10/73 
warren E. Buffet, director, discloses has beneficial holdings {13~) and 
those of his associates (34~), for a total of 47~ of common shares of 
the company. He disclaims control. 
Exhibits: None 

10-K For: 3/3/73 Rec: 5/29/73 
Auditor: Rrice, waterhouse & co. 
Revenues: $-132,323,000 Earnings: $7,101,000/$1.,38 
Assets: $199,724,000 -!l~t Worth: $53,125,<000 
Extr. Items: $(925,000) ShaJ;C~h_Qlders: 3,104 

Description of Business: Furnishes trade stamp service to retail 
stores. Develops incentive and marketing programs for use by businesses. 
Manufactures quality candy and re.tails same through company-operated 
stores in nine western states. Revenue from trade stamp service has 
declined 28. 5~ since 1970 due to strong competi.tion. 

o Trading stamp companies 
o Marketing research 
o confectionery mfr; confectionery retailing 

Auditor's Report: 
o Qualified opinions for uncertainties; Litigation 

Financial Statements and Notes: 
o Litigation settlement; Extraordinary losses 
o step acquisitions; *See's Candy Shops Inc.; Purchase accounting 

(acquisitions) ; Cash payment 
o Fifty two/three week years; Trading stamp companies 
o Deferred costs; Unamortized debt discounts 
o Revenue recognition; Issuance date; *Trading stamps 
c Estimated -liabilities; current liabilities; •unredeemed trading stamps 
o companies owned 20 to 50 percent; Cost method of carrying investments; 

*Wesco Financial corporation 
o Unused capital loss deductions 

Exhibits: None indexed. 
10-Q For: 6/2/73 Rec: 7/2/73 
8-K For: 5/31/73 Rec: 6/11/73 

Additional information (as reported on Form 4) concerning 
interests in common stock of company owned by Warren E. 
Buffett and various associates. 
Hearing scheduled for reconsideration of trial courts finding 
in Eleanor A. Botney and Thelma G. Daar, in behalf of 
themselves and all others similarly situated vs. Blue Chip 
Stamps. 
Exhibits: None 

8-K For: 6/30/73 Rec: 7/9/73 
warren E. Buffett disclaims control of company although his beneficial 
holdings total 48%. 
company's appeal in class action filed by Eleanor A. Botney and 
Thelma G. Daar in connection with sales tax reimbursement denied. 

o court ~ecisions; Contesting (~egal action); Third party 
reimbursement; Sales taxes 

Exhibits: None 
10-Q For: 9/1/73 Rec: 10/12/73 
8-K For: 10/31/73 Rec: 11/12/73 
RESUME CONTINUED ON NEXT FRAME 
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Blue Chip Stamps 

federal Home Loan Bank Board granted company permission to 
acquire control of wesco Financial Corp. 
Made tender offer to wesco shareholders to purchase up to 
597,1q8 shares at $15 per share. 372,305 shares of Wesco 
tendered for $5,58q,575. 
Tender offer extended to 11/15/73. 
In case of Manor Drug Stores, et al. vs. Blue Chip Stamps 
u.s. court of Appeals reversed prior dismissal in case of 
persons entitled to purchase Blue Chip securities. Company 
has petitioned for rehearing. (See 8-K 1 s for 11/70, 
2/72, 5/71, and 6/71.) 

o Investment increase; Corporate control change; *Wesco 
Financial Corp.; cash tender offering; Regulatory approval 

o Appealed court cases; security placement/ 
Exhibits: None indexed 

8-K For: 11/30/73 Rec: ,2/7/73 
Acquired under tender offer q38,382 common shares of Wesco 
Financial Corp. bringing total shares owned to 1,0110,7q2 or qq~. 

VOL 02 PAGE 2 

o Investment increase; companies owned 20 to 50 percent; Tender offering; 
*Wesco Financial corp. 

Exhibits: None 
10-Q For: 12/1/73 Rec: 1/11/7q 
8-K Fer: 2/31/711 Rec: 3/8/7q 

Warren E. Buffett, a director of coaapny disclosed ownership of 1 3.l', 
individually, and SOl', with his associates of outstanding common stock. 
Tender offers for 130,966 shares or 50~1~ of Wesco Financial Corp. at 
$15 per share mailed to its shareholders. 

o Tender offering; Att,~mpted takeover; *Wesco Financial Corp. 
Exhibits: 

o Ex: Tender offers; '"'130,966 shares of Wesco Financial corp. at 
$15 per share 
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SECURITIES AND EXCHANGE COMMISSION ~ .. 

Washington, D.C. 20549 ' C, 

Af.4y ~ '* I~! of 

FORM 10-R 

ANNUAL REPORT PURSUANT TO SECTION 13 of 
THE SECURITIES EXCHANGE ACT OF 1934 

For the fifty-t,~o weeks 
ended March 2, 1974 Commission file number 0-3810 

BLUE CHIP STAMPS 
(Exact name of registrant as specified in its charter) 

California 
(State or other JUrisdiction of 
incorporation or organization) 

94-1354687 
(I.R.S. Employer 

Identification No.) 

5801 South Eastern Avenue Los An eles California 90040 
A dress of principa executive otfices) (Zip Code) 

Registrant's telephone number, 
including area code 213-685-8615 

Securities registered pursuant to Section 12(g) of the Act: 

Common stock, par value $1.00 per share 

6-3/4% Subordinated Deben.tures due 1978 

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 Exchange Act: of 1934 during the 
preceding 12 months (or for shorter period that the regis
trant was required to file such reports), and (2) has been 
subject to such filing requirements for the past 90 days. 

Yes __1L No 
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DISCLOSURE 

Exhibit 11.1-3 
to 

Blue Chip Stamps' Form 10-K 
Year Ended Harch 2, 1974 
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Bl.UE ClllP STAMP!!, 

E H P L 0 Y E E S1 

P E N S 1 0 N P 1. A N 

••• * 

SU111'1\<'ltY o( Principal Provisions 

lnctudins 1970 Amendment 

November, 1973 i 
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Blue Chip Stnmps Employees' Pensi<"m Plan wns originally 

established in l96S nnd improved in 1970. This booklet out• 

lines some of the more ~portnnt provisions o[ the plnn ns it 

exists tod:ty. 

The plan covers aU qunllfied l:'egular £uU•timc employees 

other than those for whom the Company cont.ributcs townrd retire-

mcnt of pension benefits under any other non-governmental plnn. 

By means o£ the Employees' Pension Plnn, Blue Chip seeks 

t;o provide each of you a retirement income which• when com· 

bincd with your Social Security benefits nnd your personal 

savings programs 1 will assure you of a reasonable degree of 

finnncinl security in the years following your rctircml!nt. 

We recommend thnt you rend this summary thoroughly, so 

that you wlU understand tho various provisions of Blue Chip 

Stamps Retirement t•rogrnm. 
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With tho exception· of tho definitions which follow, this 

booklet hns bocn written in non•tcchnicnl langunce to prnvidc you 

vith an underst4nding of your Pension Plan and how it operates. 

Information hns been presented in n question nnd answer format 

covering the major provisi_ons. of the Pension Plan. 

If, after· rending the material, you hnvo further questions, 

please contact the Personnel Department in Los Angeles for nn 

answer or clarification. 

******* 

This prescl\tntion is n sunlll3ry of the principal provisions 

of the Plan and may omit provisions applicable to individual sit• 

untions. lt should not ba relied upon as controlling absolutely 

in nny case. 

nto full nnd legal terms of the Plnn nrc contained in the 

ofilcinl text entitled. Blue Chiu Stnmns ~~ployees 1 Pension Plan 

nnd Trust Agreement; n copy of which is available in the Los Angeles 

Personnel Office during regular business hours. 

As required by Federal leglslntlon, nn annual su~ry of tho 

operation nnd investment reSults of the Plan (Deportment of Labor 

D·2 form) together w~th n swtll\llry describing tho Plan in outline. 

form nrc nlso available for review in the. Personnel Offlc::e. 

-3-
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PENSION Pl..AN DEFINITIONS 

A clear understanding of certain terms used in this summary will avoid the 

·complication of repeated definitions. We suggest that you have these 

definitions in mind as you read about the Pension plano '·The definitions 

are listed in a lphabetica t order. 

Arli'liversary .nate: The dates to which the years of the plan's operation 

are related, beginning January 1 of each year. 

Average Monthly Compensation: Average monthly compensation for the ten 

consecutive years of Plan participation whfch produce the highest total 

earnings. (Does not include bonuses, overtime pay, shift differentials, 

commis~ions, incentive payments or other contingent compensation). 

Beneficiary: The person or persons named in ~iting by a Participant 

to receive Monthly Retirement Benefit payments following the Participant's 

death after retirement. (Applicable. only if the Participant elects to 

recelve the 180 Months Ct:rtain and Life Benefit optional form of retirement). 

c~ittee: The Pension Committee uppointed by the Company to be responsible 

for the administration of the plan. 

Continuous Service: Unbroken fullwtime employment with the Company, 

including authorized vacation periods, authorized leaves of. abseq_ce, and 

periods of active service in the armed forces of th~ United States during 

which seniority rights are protected under Federal law. 

DISCLOSURE 
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Credited service: A Participant's Continuous Service beginning with the 

first day of Janua-ry following the completion of tvo years of Continuous 

Service or the attainment of the Participant's twenty--fifth birthdny, 

whichever occurs later. 

Employee: Any person regularly employed by the Company on a full•timc 

basis, for whom the Company is not required to contribute toward retirement, 

pension or profit-sharin-g benefits under any other non-governmental plan. 

Joint Annuitant: The person designated in WTiting by a Participant, who 

elects the Joint and Survivor Benefits option, to receive lifetime Monthly 

Retirement Benefit payments in the event of the Participant's death after 

retirement. 

Normal Retirement Date: The first day of the calendar month which coincides 

with or which'hCxt follows your 65th birthday or, if later, the first day 

of the calendar month which coincides with or which next follows your 

completion of 120 months of Continuous Service. 

Participant; An Employee who has met the eligibility requirements for 

participation in the Plan and who has completed the Committee 1 s prescribed 

form of application for participation. 

Total Disability: A physical or mental condition which permanently 

prevents an Employee from engaging in any Tegular full•ttmc emPloyment 

with the Company, as determined by the Committee, generally in accordance 

with the standards prescribed by the Social Security Act. 

DISCLOSURE 
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Trust Fund: The funds received by the Trustee from the Company as 

contributions, and the serurities and properties in which those funds 

are invested, together with the income and profits which they may earn. 

~: The bank or trust company which holds the Trust Fund in its 

custody. 

-7-



FACTS YOU IIILL IIANT TO KNOI 

ABOUT OUR PENSION PLAN 

Are You Eligible? 

You'll be· eligible to participate in the Plan on the Anniversary Date 
on which you first meet the following requirements: 

1) You are an Employee, as previously defined; 
2) You have reached your 25th birthday, and 
3) You hove completed two years o( continuous ser:vic.ct 

How Do You Become a Partlclpantl 

You must file a written application for participation with tho. Coamltteo, 
on tho form which it will provide fat: that purpose. AppUcatlona a:o 
sent out in e~rty ~~ember before your anniversary date, 

Must You Contrlbutol 

No. All Plan costs are pnld by tho Company. The Plan neither roqulrea 
nor permits n participant to contribute toward ita support. 

What Will the Company Contribute? 

The Company contributions ore based upon annual actuarial calculations. 
Any fortciturea arising under the provisions of the Plan will be used 
to reduce Company contribution costa. 

What Docs the Company Do With lts Contributions? 

All contributions will be paid aver to the Trustee for deposit in the 
Trust Fund. The Trustee, in turn, will invest and reinvest tho princl• 
pal and income of the Trust Fund in a variety of high grade securities. 
It is from this Trust Fund that all benefits under the Plan will be paid. 

When ls Your Normal Retirement Data? 

You will ordinarily retire either on the first of the month following 
your 65th birthday, or, if later, upon your completion of 120 months 
of Continuous Service. 

If you have not completed 120 months of C~ntinuoua Service at age 65 1 

permission to work beyond your 65th birthday must be obtained in wtltlng 
from the Penalon Coamlttee on an annual basta. 

-8-
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can One Retire at Some Other ·natol 

Yea, Thcao rattrcaent dates alao ara avatloblc: 

Early Retirement 

With tho Compony 1a consent, you aAy ratiru early • on tho 
first day of any month aft~r· you have camp toted at laaat 180 
month1 of Conttnuoua Scrvi~e and reached your 55th birthday. 

Lata Retirement 

If you and tho Company mutually agree, you may rottro lnta -
on tho firat day of ftny month after your Normal Retirement Date. 

Dinability Retirement 

1f you arc totally and poruwanontly dhabled at any time after 
hAving completed 180 month$ of Continuous Service, you mAY 
then ratiro. 

llow Are Rl!li:ircmtmt Bcnofita calculatedl 

1, At Normal Rctinmont Data: 

Tho amount of retirement bunofita payable each month for tho 
lifo of a participant, retiring on hta normnl date, will ba 
figured aa follows~ 

a, 1 3/41 o( hta Avotage Monthly C~pcnsotion, t~aa 

b, his Credited Sorvtce 

c. laaa the product of 

i. 1/2 of his prtmary old ago Social Security benefit, and 

11. 3l. multiplied .. by hts Continuous Service. (Such 
reduction shn\1 not exceed Sot of tho prlmnry Social 
Security benef:tta) 

Tho primary Social Security benefit and Blue Chip benefits are 
integrated by reason of the fact that tho Compuny pays 1/2 of 
your Social Security taxes during your period of employment vith 
the Company. 

Minimum Beneftr Pravtaion 

A Participant who qualifies_ for Nomal Monthly Retirement 
Boneftta shall recolv~ not leas than four dollars ($4.00) 
times yeari of credited service to a mzuc.i.rwm of thirty (30) 
years. Thla minimum 1_11 not subje_ct to Social Security offset 
as specified in 11c11 of' tho paragraph above, 

!~~~····· ~)-=~--------------------------------------·--;-~--------------------------------._ ________________________ ~~. 
\: 
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2. At Early Retirement onto: 

on retirement at an Early Retirement 03to 1 with tho consent of 
tho Compt~ny 1 you wlU be entitled to rccalvo an ltm~edlato Monthly 
Retirement Benefit equAl to the amount computed just as yo\1r Non:Ml 
Monthly Ratlremant nenoflt would bo computed if you bad then 
-roached your NorMl Retirement nato, but reduced by l/2 of 1'4 !or 
each month then rcmninlns until your Normal Rotlrcmont Date. 

This reduction takes into account tho !act that pnymonta will bo 
n.ado to you over a longer period thrm would hrt.vo been tho case lC 
you vii! ted to retire at your Nomnl Retirement Dnca. 

or, having retired at an Early Rotlromcnt ~,tc 1 you may walt until 
yaur Normal Retirement Date and then recolvc an unreduced Monthly 
Retirement Benefit baaed on your Credited Sanic:e to your ~rly 
Retirement DAte. 

3. At Lato Retirement Onto: 

on ntlrciDent At A lAta Rethemont Date, you \llll be entitled to 
rec:oivc A Monthly Ro~irement Bono£lt equal to the ,1uaount c:ocputcd 
just as your NormAl Monthly Retirement Bene[ it \lould bo computed 
if you had then reached your Normal Retirement Date. Continuous 
Service after your Norm31 Retirement Date counts AI Credited 
service in dot~rmlnlns tho amount of your Monthly Retirement 
ncnoflt. such nn arrangement can be made of[octivo only 1{ 
mutually agreed upon by 7ou and tho CCIDpany. 

Working beyond ago 65 requires the written approval o( the 
Pension Committee on an annual basta. 

4. At Dianbllity Retirement Onto; 

On retirement nt a Disability Retirement Date, duo to your 
Total Dlsability 1 aa doturmlned by tho Committee, you \fill be 
entitled to rocclvc a Diaabillty Honthly Rotlrcmcnt Benefit 
comm~nclng approx~tely alx months a(to~ tho date eatnbliah~d 
by the Committee aa the commencement date o( your disability. 
The amount of your Dtaabllity Mol~thly Rt,tl'rement Bendit \llll 
be compUted just as your No~md 'Monthly Reti_rCtDent BeneUt 
would be cocputed if you hat!i thrm roaChed your No'CU'Ill Rctinmant 
Date~ but vlll be reduced ~y tho monthly amount or the monthly 
equivalent of any lump sum amount of any payments to which you 
m4Y be entitled under workmen's compenaotlon and unemployment 
compensation lo"'s• ' 

Your Dlaabiltty Monthly Reti'remant Benefit payments will be 
payable during tho contlnuun~o of your disability until your death 
or rccovuy. but thl')' atop at your Not11141 Retirement Date and 
"'ttl be replaced by Normal Monthly Retirement BenoUta of tho 
same amount if you a'te then living and atilt disabled. 
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How Long Wtll Your Retirement Reneflta be Payable? 

Your Monthly Rutitemcnt Dcnaf1t payments following retirement at your 
Nonnnl Rotlrcmant Dnte or at your Early or Lata Retirement Dote will 
nonn.1lly be pAid £or tha. r,qmalndar of your lifetime thereafter. Tho 
lnat monthly payment will be paid aa of tho fint day of tho month in 
which your death occurs. Sao tho foregoing paragraph for prcvlalons 
applying to tho duration of Dlanbllity Monthly Rotlremont Bonoflt 
pnyt~~~mta. 

CAn You Share Your Monthly Retirement Benoftta with Someone Elso1 

Yea. Thora aro two optlonnl Corms o( pnymonts avutlablo, Subject to 
the rules described below, oithor may be elected for tho payment of 
your monthly Rotlroment Done£lts £ol1owlns your retirement nt your 
Normal Rotiremcmt bate, or at your Early or Lata Rotit'ement Data. 
Uowevor, ~ is available in connection with the pnyment of Monthly 
Disability Rotil'oment Benefits. 

Here. Gt'O tho optional forms and tho conditions surt'ounding their availa
bility: 

Joint n.nd Survivor Benefits; Under thia option you tMY elect to 
recotvo either: (1) a reduced Monthly Retirement Benefit payable 
dut'ing the rctMinder of your lifetime which, following your denth 
nfter retirement, would be continued at tho samn reduced rate to 
your Joint Annuitant, if living, for tho rcmninder of hla or her 
lifetime; or (2) a lou mukcdly reduced Monthly Retirement Benefit 
payable during the remainder of your lifetime, with provision Cor 
tho. contt'ibution of some pl'e.•salected portion o£ that reduced amount 
to yout' Joint Annuitant, if living, for the remainder of his or her 
lifetime. 

a. This election should be made at least one yenr before the 
date when it is to become eUective (your Normnl Retirement 
Date or yout' selected Early Retirement D3te) otherwise, for 
the protection of tho trust Fund, it can be approved only 
i£ you furnish such evidence of your good henlth as the 
Committee may requiTe. 

b. lf after you have made this election your designated Joint 
Annuitant dies before the option is to bcc:omc ef£ectivc., the 
election will be cancelled nnd you will receive· your Monthly 
Retirement Benefit payments on tho normal form (for the 
rc11:ninder of your lifetime after retirement). 

c. lf after you have made this election your denth occurs before 
the option is to become effective, no payments will be made 
to your Joint Annuitant. 

d. lf-, having made this election, your rctlremcmt is deferred 
beyond the data when the 9ption wu to hnve become effective 
and your death occurs before payments commence, your Joint 
Annuitant will receive payments at the reduced rate applic• 
able under the option. 
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180 MO."lths Ce-rtain and l.ife Benefits: Under this option }'IOU ·may elect 
to rec~'~vc a reduced Monthly RetiTcment Benefit pny11blo during tho re• 
mnindc1 of your lifetime, with the gua:rantco that, if your death occun 
before you have received payments for 180 months, payments of tho same 
amount ._Ht be continued to your Beneficiary until 4 total of 180 months' 
payments \·'!ncluding those which Iru!. received) \ulve boon mn.do. 

a. Thta olectton should be taade at least one year before tho date 
wben it is to becCIUIO ef£ect1.ve (your Normal Retinment Date 
or your selected Early ·aotlrement Data) otherwlao, for the 
protection of the trust Fund, it can be approved only if you 
furnish such evidence of your good health aa the committee 
may require. 

b. If, after you have mo.do this election, your BcncUcinry dies 
before the first payment is mndo to you under the option, 
you will receive, at retirement, the reduced Monthly Retire~ 
mont Benefit payments provided by the option, and you mny 
name a new Beneficin~y. 

c. If, after you 'have made this election, your death occurs before 
the option is to become effective, no payments vill be made 
to your 'Senefi.ciney. 

d. If, having made this election, your retirement is dr!erred 
beyond the date When the option vas to have become effective 
and your death occurs before payments commence, your 'Sene~ 
ficinry will receive payments for 180 months at the reduced 
tate applicable under the option. 

e. If payments are being made under this option and both you and 
your Beneficiary die before. 180 monthlY payments have been 
made, the legal representative of the lD.St to die will be 
entitled to receive the remaining payments guaranteed, either 
as monthly payments when due or, in the Committee's discretion, 
in a l\!IIlp sum of equivo.lent actudal value. 

Either option, once selected, mny be revoked only with the Committee's 

consent. 

What Happens at your Death Before Retirement! 

No benefits are payable at your death before retirement, except as they 
~y be payable in accordance with your election of ono of the Joint and 
survivor or lBO'Montha Certain and Life options. 

What Happens lf You Laave the Company Before R~tirement? 

lf, when you leave the Company before retirement, you have re~ched your 
50th birthday and have completed 180 or more months of Con~inuous Ser~ 
vice, you will retain the right to receive the Normal Monthly Retirement 
Benefit earned by you up tO the date of termination of your service with 

the Cooapany. 
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Payments will commence on what would have been your Normal Retirement 
Onto if tho Committee receives your written application during the 
90 days preceding that date 1 otherwise on the first day of any month 
thereafter for which your timely application mAy be filed 1 provided 
only that application is made bl!forc your 70th birthday. 

No benefits will be paid to any· Ptn:tlcipant whosl.l service with tho 
Company terminates before he has met both tho age and length of con· 
tlnuoua service requirements. 

Notwithstanding tho foregoing. a Participant wlll not be entitled to 
receive any benefit under this Plan if he la convicted of, or admits 
the fact of dishonesty, fraud, disclosing trade secrets, or a felony 
committed in connection vith his employment vith the Company. 

Can the Company Amend the Plan? 

The Ct~t~pany reserves the right to amend the Plan at any time. But no 
amendment con have the effect of reducing any rights to which you may 
have become entitled before its Effe~tivc Onto, unless required by 
applicable Federal or State lava, regulations or rulings. 

Can the Plnn be Terminated EntirelY? 

The Plan was established vlth the hope and expectation that it vill 
be permanent in nature. But, because the course of future events cannot 
be foretold vith absolute accuracy, the Company necessarily reserves the 
right to terminate the Plan in its entirety at any time. In any such 
event, the assets of the Trust Fund will bo applied for the benefit of 
retired and active Participants in the folloving order: 

First, to assure the continuation of Monthly Retirement Benefits 
to retired Participants and the payment. of Monthly Retirement 
Benefits to Participants who have reached their Normal Retirement 
Dates but who hove not yet retired, to tho extent that tho funds 
nrc sufficient to do so; and 

Next, to provide Monthly Retirement Benefits, based on Credited 
Service to the Plnn termination date, for nll Participants vho 
hove reached their 50th birthdays and have completed 180 or more 
months of continuous service, to the extent that tho remaining 
funds nrc sufficient to do so; and 

Finally, to provide Monthly Retirement Benefits, based on Credited 
Service to the Plan termination date, for all other active Partici
pnnts, to the extent that the remaining funds are sufficient to 
do so. 

-13-
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What Ehe Should \'ou Know About the Plan? 

DISCLOSU 

Uere are a few further tnc:ts worth knowing: 

a. The setvicc. of nny person first employed by the Company on 
any of the Urst five dB)'& of the. month of Jnnunry o( nny 
calendar year is considered, for the purposes of thla l'lnn, 
as continuous from January lst of that year. 

b, All benefits \fill be pnld to you or your Joint Annuitant or 
your BeM£1c:iary directly by the Trustee., to the extent of 
the sufficiency of the assets of tho Trust Fund (or thnt 
purpose. 

c. 

d. 

•• 

(, 

g. 

rartlclpntlon in the Plan does not of itself give any 
Pnrtlctpant the right to continue in the setvlce o! the 
Compan)" 1 or any right or claim to any payment whnt9ocver 
except to the extent o[ tl\e benefits provided by the Plan. 

EJ:cept as to any indebtedness owing to the Company, none of 
a Participant's benefits are subject to the claims of his 
creditors; and neither you nor your Joint Annuitant nor you· 
Beneficiary ~y in any way transfer your interest in such 
bcne£its to any other person or orgnnhation, except to the 
Compnny as security (or any such indcbtl!dncss. 

Every Pnrticipant and every Joint Annuitant, prior to the 
com:ncncemcnt date o£ his Monthly Retirement Benefit pay• 
menta, wUl be required to furnish satisCBctory proof of 
his age. 

If o Partic:ipant becomes a member o( a unit represented by 
n lobar orBanizntion for purposes o£ collective bnrgnintng, 
and if on account of such membership hu becomes entitled to 
participation in a plan, other than this Plan, to which the 
Company ~kcs contributions (such as, but not by way of 
Umi_tation, a profit sharing, retirement or pension plan) 1 

his participation in this Plan shRll terminate as of the 
date of his becotn.ing o member o£ the unit. 

The l'lnn contains limitations on the benefits of c~rtnin of 
the Company's most highly compensote.d p~rsonnel, applicable 
in the event of the en~ly tcrmtnntion of the Plnn or the 
Company's failure to meet its currcmt costs during tlle first 
LO years of its operation. Pnrtic:ipants nffected by these 
necessarily complex limitations will be given individual 
cxplnndtions. 
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Annuol Stotement of Benefits 

Blue Chip Stomps Employees• Pension Plan Participants will receive an 
annual statement of retirement benefits. This atntement will list 
such information as your birthdata, most recent hire date, annual 
rate of pay, the date you entered the Plan and normal retirement dote. 
It will also est:lmtlte the amount that you will receive from Social 
Security at age 65 as vell as the amount of retirement benefits pny• 
able from t.he Blue Chip Stomps' Plan. These estimates will be. 
computed on the assumption that your lost year's bose pay rote will 
continue untU. your retirement dote. 

What Would Cause You to Lose Anticipated Pension Benefits? 

Although covered elsewhere in thf:s booklet, the following ore repeated 
in one location for emphasis. 

Potential Retirement Benefits will be lost if anyone of the following 
occurs: 

1. Break ln service record from resignation, discharge, 
failure to return from a leave of absence within time 
specified on sueh leave,_ layoff of more_ than three months 
duration, or c·honging from a full•time to a part•time 
employee, unler,s accrued benefits ore vest~d at such 
termination of service. 

2. Dcnth of n Participant before his Normal or Early Retire
ment commenses 1 (even if a survivor option has been 
designated). 

3. Termination o! on employee before a Participant qualifies 
for Normal Retirement. Early Retirement or Disabili.ty 
Retirement. 

4. Becomes a Participant in any other non-governmental 
retirement flan to which the Company, on accaunt of the 
Participant s me~crship 1 ma'kes contributions; unless accrued 
benefits ar~ vcs'tcU at time of entry to such other plans. 

s. Comnitted or admitted the fact of dishonesty, fraud, 
disclosing trade secrets, or a felony COtliUitted in 
connect~.on with his employment with the Company. 

6. Failure by a Participant with vested pension rights to 
file a claim for such Denefits before age 70 • 

-ts-
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Pension Committee: 

Trustee: 

Donald A. Koeppel 
William F. Ramsey 
Raymond H. Allen 

Union Bank 
Trust Division 
445 South Figueroa 
Los Angeles, California 90017 

Pension plan consultants 
to th£o Comoany: 

Ron S:•tever and Company 
2999 West 6th street 
Los Angeles, California 90005 

*****'*'* 

Copies of the Pension, Plnn and records 
are maintained in the Los Angeles Personnel 
Office for your review. 
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LOAN AGREEMENT 

. . Exhibit: 13,10 
. to 

.-:" .. ~ .Slue Chip SJ:amps '· ,FPy:tn l07!<-' 
~~{lr: liiule(.~t.it,'c~ 2'," 1974· 

This agreement is made as of the 8th of February 

1974 at Los Angeles, California between BLUE CHIP STAMPS, 

a California corporation, having its chie,f place of business 

at Los Angeles, California and hereinafter called "Borrower", 

and BANK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION, 

a national banking association, hereinafter called "Bank". 

SECTION 1 

AGREEMENT TO LEND 

l.l The Loan.. Subject to all of the terms and 

provisions· of this agreement, and upon the request of Bor

rower 'therefor, Bank will lend to Borrower, on or before 

28 February 1974, up ~o $~a,;sS,l54.vO, lawiul money of the , 

United States of America, to be evidenced by a note dated 

as of the date the loan is made and executed by Borrower and 

delivered to Bank, in th.e form commonly used by Bank, which 

note shall bear interest and shall be repaid'as hereinafter 

provided in subparagraphs A. and B. of this paragraph l.l. 

A. The loan made by Bank to Borro\~er here

under shall bear interest, payable monthly on the last day 

of each mon~~ beginning on 28 February 1974, from the date 

of its making at the rates and for the periods of time here

inafter set forth in sub-subparagraphs i., ii. and iii. of 

this subparagraph 1.1 A.: 

- 1 -
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i. At the prime interest rate of Bank 

for 90-day commercial notes (which prime interest rate is 

currently 9 1/2%) plus 1/2% per year from the date of the 

making of'such loan to 31 January 1976; 

ii. At such prime interest rate plus 

3/4% per year from 1 February 1976 to 31 January 1978; and 

iii. At such prime interest rate plus 

1% per' year from 1 February 1978 to 3+ January 1980. 

In the event of any change in such prime interest rate, such 

change shall be effective as to Borrower on the day following 

such change, and thereafter the unpaid principal balance of 

the loan made hereunder shall bear interest at the changed 

rate on and after such date. 

B. The. principal amount of said loan shall 

be repaid as hereinafter set fort~ in sub-subparagraphs i. 

and ii. of this subparagraph 1.1 B.: 

i. $5,134.838.00 on 31 January 1975, 

31 January 1976, 31 January 1977 and 31 January 1978; and 

ii. $4,107,901.00 on 31 January 1979 

and 31 January 1980; 

on which last-named date the entire balance of principal and 

interest then unpaid shall become due and payable. 

1.2 Prepayment of Loan. Borrower may prepay the 

loan in whole or in part without premium or penalty, but any 

such prepayments shall be applied on the principal payments 

next due. 
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SECTION 2 

CONDITIONS PRECEDENT TO LENDING 

2.1 Conditions Prec.::ldent to the Loan. Prior to the 

making of the loan hereunder, Borro\~er shall deliver, or cause 

to be delivered, to Bank: 

A. The written opinion of its counsel, \~hich 

opinion shall be in form and substance satisfactory to Bank 

and which counsel shall be satisfactory to Bank, statin•.:r that, 

in the opinion of such counsel: 

i. Borrower is a validly organized and 

existing corporation' under the la\~s of the State of California, 

without limitation on the duration of its existence, and, to 

the best knowledge of such counsel, is duly qualified to do 

business in every state in which it is presently doing busi-

ness. 

ii. Borro\~er is duly author.i.:.::t=d under 

California la\'1, its Articles of Incorporation, and its By-La\'/S 

to conduct its business and to execute and perform this agree

ment, the note and the security agreement provided for herein; 

that the same have been duly authorized by all necessary cor-

porate action; and that this agreement, the note and the secu

rity agreement provided for herein, when executed and delivered 

for value received, \dll be valid and binding obligations 9f 

Borrm~er in accordance \'lith their terms and provisions, e~:cept 

as the same may be limited by the bankruptcy and other la\'/S 

affecting creditors' rights. 

iii. To the best knOI'/lcdgc of such counsel 

there is no Charter, By-k<l'' or Preferred Stock provision, nor 

- 3 -

t. • 

• 1 
I 

I 
I 

I I . 
I 



.~"'' ~. 

• 

. . . . 
. . 

' .. 
' I ' . ~ 

any agreement, contract, indenture, document or instrument 

' ' ' to whJ.ch Borrower J.S a party, nor any statute, rule or regula-

tion binding on Borrower, which would be contravened by the . 

execution or delivery of this 'agreement, the note or the secu-

rity agreement, or by ~1e performance of any term, provision, 

covenant, condition, agreement or obligation of Borrower con

tained herein or therein. 

i,r. No order, ·consent, permit, author

ization or approval itS required by or from any governmental 

body, agency or authority to validate this agreement, the 

note, the security agreement, or any action taken, or to be 

taken, by Borro1~er hereunder or thereunder. 

B. Certified copies of resolutions of its 

Board of Directors approving and authorizing the execution, 

delivery and performance of this agreement, the note and the 

security'agreement and all other actions to be taken by Bor-

ro1·;er hereunder ur thereuuu.:.t.. 

C. A description, to be in form and sub

stance sa tis factory to Bank, of all. securities to be pledged 

by Borrower to Bank as collateral for the loan to be made by 

Bank to Borro1~er hereunder, which securities shall .be delivered 

to Bank and ~1hich shall be satisfactory to Bank at the time 

of such delivery. 

D. A security agreement, to be in form and 

substance satisfactory to Bank, from Borro1~er to Bank granting 

Bank security interests in all of the securities hereinabove 

mentioned in subparagraph 2.1 c. or hereinafter mentioned in 

paragraph 3. 5. 
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E. Stock assignments, to be in form and • 

substance satisfactory to Bank and executed and delivered 

by Borrower to Bank, covering the securities hereinabove 

mentioned in subparagraph 2.1 c. or hereinafter mentioned 

in paragraph 3.5. 

SECTION 3 

REPRESENTATIONS AND WARRANTIES 

3. Borrower represents and'warrants that: 

3.1 Financial Statements. All financial state-

ments, information and other data furnished by Borro\~er to 

Bank in connection with Borrower's application for credit 

hereunder are, in all material respects, accurate and cor-

rect; the financial statements have been prepared in accord-.. 

ance 1dth generally accepted accounting principles and prac

tices and fairly represent the financial condition of Bor-

rower; no materially adverse changes have occurred since 

the dates of said statements; and no material liabilities, 

contingent or otherwise, not shown on said financial state-

rnents existed on the respective dates thereof. 

3.2 Liens and Encumbrances. The properties and 

assets of Borrower, real, personal and mixed, are not sub

ject to any liens or encumbrances or outstanding Financing 

Statements, whether filed or unfiled, except for taxes 1~hich 

are not yet delinquent. 

3.3 Litigat:ion. There are no actions, suits, pro

ceedings or claims pending 01.· threiltcncd against or affecting 
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Borrower, the result of which might substantially affect the 

financial condition, business or operations of Borrower other 

than litigation of which Bank has been advised in writing by 

counsel for Borrow~r under date of 8 February 1974. 

3.4 Authorit:£· 'l'his agreement, the note and the 

security agreement provided for herein, when executed and 

delivered for value received, will be valid and binding obli

gations of Borrower. 

3.5 Composition of Securities. The securities here

inabove mentioned in subparagraph 2.1 c. shall, at all times, 

have a market value of at least 150% of the unpaid principal 

balance of the loan and shall consist of: 

a. All sec~rities purchased by Borro\\•er and 

issued by See's candy Shops, Incorporated, hereinafter called 

"See's", shall have an agreed value, for the purposes of this 

agreement, of $30.00 per share, and shall satisfy no more 

than 70% of the requirement for the maintenance of collateral 

under this paragraph 3.5. However, at all times Borrower will 

have pledged to Bank at least 985,891 shares of See's stock 

which it owns. 

b. The additional securities (other than 

shares of See's delivered to Bank'as collateral) shall satisfy 

at least 30% of the requirement for the maintenance of collat

eral under this paragraph 3.5. Borrower may, at any time, sub

stitute other additional securities as collateral consisting 

of con~on or preferred stock or convertible debentures carry

ing from a B+ to an A+ rating in Standard + Poors Stock .Guide, 

corporate bonds rated BBB or better in Standard + Poors Bond 

Guide, or other securities which are acceptable to Bank and 

may withdraw collateral, other than securities issued by See's, 

which is in excess of the amount of collateral required to be 

maintained under this paragraph 3.5. 
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3.6 Financial Condition of BorrowGr. ThGrG has 

been no material adverse change in the financial condition 

of Borrower from that shown·on its interim financial state-

ment dated l September 1973. 

3.7 Regulation u. No part of the proceeds of the 

loan to be made by Bank to Borrower hereunder shall be used 

to purchase or carry margin stock (within the meaning of 

Regulation u of the Board of Governors of the Federal Reserve 

System) or to extend credit to others for the purpose of pur

chasing or carrying any such margin stock. 

SECTION 4 

AFFIRMATIVE COVENANTS OF BORROWER 

4. Borrower covenants and agrees that so long as 

the credit hereby granted shall remain available in whole or 

in part and until the full and final payment of all indebted-

ness incurred hereunder, unless Bank waives compliance in 

writing: 

4.1 Use of Proceeds of Loan. It will use the pro

ceeds of the loan to be made by Bank to it hereunder to re

finance the indebtedness currently owing by Borrower to Bank. 

4.2 Current Liabilities. The amount of cash, mer

chandise inventory and marketable securities which are not 

restricted as to sale owned by Borrower shall, at all times, 

exceed the amount of its current liabilities. 

4.3 Payment of Obligations. It will pay all of its 

liabilities and obligations when due and prior to the date on 

which penalties attach thereto. 

4.4 Insurance. It will insure in, and will main-

tain insurance satisfactory to Bank with, responsible insurance 

companies in such amounts and against such risks as is custom-

arily carried by owners of similar businesses and p.ror>crty, and 
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it will furnish Bank, upon request, with full information as 

to the insurance carried. 

4.5 Notice of Default. It will give prompt written 

notice to Bank of all events of default under any of the terms 

or provisions of this agreement, any note, or of any other 

agreement, contract, indenture, document or instrument entered, 

or to be entered, into by it, changes in management, litigation, 

and of any other matter which has resulted in, or might result 

in, a materially adverse change in its financial condition 

or operations. 

4.6 Records. It will keep and maintain full and 
• 

accurate accounts and records of its operations according to 

generally accepted accounting principles and practices and 

will permit Bank, and its designated officers, employes, 

agents and representatives, to have access thereto and to 

make examination thereof at all reasonable times, to make 

audits,' and to inspect and otherwise check its properties, 

real, personal and mixed. 

4.7 Information Furnished. It will furnish to Bank: 

A. Within 60 days after the close of each fis

cal quarter, except for the last quarter of each fiscal year, 

its consolidated balance sheet, plus the balance sheets of See's 

and Wesco Financial Corporation, hereinafter called "Wesco", re-

spectively, as of the close of such quarter, and its consolidated 

profit and loss statement and surplus reconcilation, and the 

profit and loss statement and surplus reconcilation of see's and 

the profit and loss statement of Wesco, respectively, for that 

quarter and for that portion of the fiscal year ending with such 

quarter, all in triplicate, a1l prepared in accordance with gen

erally accepted accounting principles and practices, and so cer-

tified by Borrower's president, a vice president or Borrower's 

chief financial officer as to its and See's statements. 
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fiscal year, a complete copy of its annual report, in triplicate, 

which report shall include at least its consolidated balance 

sheet as of the close of such fiscal year and its consolidated 

profit and loss statement and surplus reconcilation for such 

fiscal year, together with the opinion of independent certified 

public accountants selected by Borrower and satisfa~tory to 

Bank, prepared in accordance with ~;jenerally accepted accounting 

principles applied on a basis consistent with that of the pre-

vious year. 

c. Any consolidated financial statements 
' 

prepared by or for Borrower. 

D. Copies of all statements and reports sent 

to its shareholders and copies of all statements and reports 

sent to the shareholders of Wesco and Source Capital, Inc. 

E. Such other information concerning its 

affairs as Bank may reasonably request. 

4.8 Reimbursement of Bank. It will pay, or will 

reimburse Bank by reason of its payment of, all governmental 

charges, taxes and penalties imposed on this agreement or on 

any note issued hereunder. 

4.9 Maintenance· of Corporate Existence. It will 

maintain and preserve its corporate existence and all rights, 

permits, privileges and franchises presently existing and 

required in the conduct of its business; will conduct its 

business in an orderly, efficient and customary manner; and 

will keep and maintain all of its properties in good working 

order and condition. 

4.10 Payment of Attorneys' Fees. It will promptly, 

upon demand by Bank, pay to and reimburse Bank for all costs 

and e:l·:penses, including reasonable attorneys fees, which Bank 
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may expend or incur in the enforcement of .:~ny of the terms or 

provisions of this agrt:lement or of any note or of any other 

agreement, contract, indenture, document or instrumt:lnt men

tioned herein or therein. 

4.11 Execution of Other Documents. It 1~ill promptly, 

upon demand by Bank, execute all such additional agreements, 

contracts, indentures, documents and instruments in connection 

with this agreement as Bank may reasonably request. 

4.12 Cross-collateralizntion. All of the securities 

hereinabove referred to in subparagraph 2.1 c. and paragraph 

3.5 hereof, in addition to being collateral for the loan to 

be made by Bank to Borrower hereunder, shall also be collateral 

for the loan in the amount of $11.,244,846.00 to be made by Bank 

to Borrower under a Loan Agreement dated as of the Btb of _ __.o.;, __ 

February 1974 between Borro~rer and Bank. 

•. SECTION 5 

NEGATIVE COVENAi'lTS OF BORRONER 
·- .~=.;,;'-'=.;.;. 

5. Borr01~er covenants and agrees that so long as 

the credit hereby granted shall remain available in 1~hole or 

in part and until the full and final payment of all indebted-

ness incurrli!d hereunder, unless Bank waives compliance in 

writing: 

5 .1 Funded Debt and Ef fee ti ve Net North. The 

funded debt of Bo~rower, herein defined as including (i) loans 

outstanding under this commitment, (ii) unsubordinated long 

term debt, and (iii) other non-current liabilities not defined 

herein, shnll, at no time during the existence of this agree-

ment, e:-:cued the effective net worth. of Borrower, heroin defined 

as shurl.)holcJers' equity plus sub.ordin;:tl:ec! debt. 
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5,2 Limitation on Intangibles. Any intangible asset 
which would result from any additional acquisition (s) shall not 

exceed an an\ount whicih is equal'to 10 times the average net after-

tax earnings for the preceding 3 years of the company to be ac-. . 
quired if funded debt (as herei:nabove defined in paragraph 5 .1) 

is in excess of 50% of the effective net worth (as hereinabove 

defined in paragraph 5. 1) .• 

5.3 Default· Under Other Agreements or Contracts, It 
will not commit or do, or fail to commit or do, any act or thing 

which would constitute an event of default under any of the terms 

or provisions of any other agreement, contract, indenture, document 

or in&trument executed, or to be executed, by it, and which would 

have e1 materially adverse effect on Bank's position hereunder. 

5,4 Negative Pledge. It will not pledge, assign, trans

fer or convey, nor grant a security interest in, any of its assets 

with an aggregate value in excess o: $10,ooo,ooo.oo. The restric

tions contained in this paragraph 5.4. shall not apply to the sale 

of any of the assets or securities owned by Borrowm:· :1:1~!; valuable 
consideration. 

SECTION 6 

EVENTS OP DEFAULT 

.,_.----'':--, . 

' ; 

' 
6 •. 1 Events of Default. If one,.or more of the fol-

lowing described events of default shall occur: 

A. Borrower shall default in the due and 

punctual payment of the principal of or the interest on any 

note issued hereunder; or 

B. Borrower shall fail to perform or observe any 

of the terms, provisions, covenants, conditions, agreements or 

obligations (i) contained herein or (ii) in ru1y other agreement, 

contract, indenture, document or instrument executed, or to be 
·' 

executed, by it and which would'have a materially adverse effect 

on Bank's position hereunder, and such failure shall continue for 

more than 30 days after written notice from Bank to Borrower of 

the existence and character of such event of default; or 
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c: Borrowe:::- shall become insolv.e[\t, or be 

unab~e to pay its de:bts as they mature, or shall, :make an 

as!iignrnent for the }Jenefit of creditors or to an agent 

authorized to liquidat.e any substantial amount of its prop-· 

erties or assets, or shall file a voluntary petition in bank

ruptcy or seeking reorganization or to effect a plan or other 

arrangement with creditors, or shall file an ans~1er admitting 

the jurisdiction of the Court and the material allegations of 

. an involuntary petition filed pursuant to any Act of Congress . -
relating to bankruptcy or reorganization, or sl--a!Ll join in 

any such petition for an adjudication or for a r~organization 

or other arrangement, or shall become or be adjudicated a 

bankrupt, or shall apply for or consent to the appointment of 

or consent that an order be made appointing any receiver ur 

trustee, for itself or for any of its properties, assets or 

business, or if an order shall be entered pursuant to any 

Act of Congress relating to bankruptcy or reorganization, or 

if .a receiver or a trustee shall be appointed for all or a 

substantial part of its prt>perties, assets or business, (other-

wise than upon its own application or consent), and any such 

receiver or trustee so appointed shall not be discharged 

within 30 days after the date of such appointment; or 

D. Any representation or warranty made by 

Borrower herein or in any certificate ·or financial or other 

statement heretofore or hereafter furnished by Borrower or 

any of its officers shall prove to be in any material respect 

false or misleading; or 

E. Any 1~rit of execution, attaclunent or gar-

nishmont of any lien, or any ot,her legal process, be issued 

for an .J.:nount in m:cess of $1,000,000.00 aguinst any of 

the property of Borro'\·:~r; o~--
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F. All, or substantially al1, of the prop-

erty of Borrower shall be condenmed, seized or othenlii:je 

appropriated;. or 

G. Borrower shall voluntaJ:ilr suspend the· 

transaction of business for rrore than 30 days in ·any fiscal 

year from the effective date of this agreement; 

THEN, or at any time thereafter, and in each and 

every such case, unless such default.shall have been remedied, 

or waived in writing by Bank, the credit: herein grant0d shall, 

at the option of Bank, immediately terminate, and, at the 

option of Bank, all notes and other liabilities and obliga

tions outstanding under this agreement shall thereupon, l'lith-

out presentment, demand, protest, or notice of any kind, all 

of which are hereby expressly waived, be forthwith due and 

payable, if not otherwise. then due and payable, anything 

herein or in any note or other agreement, contract, inden-

ture, document or instrument contained to the contrary not-

lvithstanding, and Bank may immediately, and without expira

tion of any period of grace, enforce payment of all liabili

ties and obligations of Borrower to Bank under this agreement 

and under any notes and other agreements, contracts, inden-

tures, documents and instruments bet1veen Borrower and Bank. 

SECTION 7 

NISCELLANEOUS PROVISIONS 

7 . .l:. Notices. All notices, payments, requests, . 
re_po·rts, ·information and demands which eiU1er party hereto 

may desire, or may be required·, ·to give or malw to the other 
\ 
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""· party hereto, shall be given or JY.,l'ide upon such other ~arty by .. 
hand delivery or through. deposit in the United· States mail or 

" 
by Nes tern Union telegram, addressed as follo~1s: 

BLUE CHIP STN•!PS 
5801 South Eastern Avenue 
Los Angeles, California 90040 

BANK OF Al-!ERIC."\ NATIONAL TRUST 
AND SAVINGS ASSOCIATION 
National Division 
48th Floor - Bank of America Tower 
555 South Fl01~er Street 
Los Angeles, California 90071 

or to such other address as may, from time to time, be speci-

fied in 1~riting by Borrower or Bank, respectively, and such 

action shall be complete upon receipt thereof. 

7.2 Waiver. Neither th~ failure of, nor any delay 

on the part of 1 either party hereto in exercising any right, 

po1~er or privilege hereunder, or under any agreement, contract, 

indenture, document or instrument mentioned herein, shall 

operate·as a waiver thereof, nor shall any single or partial 

exercise of ;my ri<]ht, p<:ll~er or pri vi.J P.<]A .h<"r.eundP.r., or under 

any agreement, contract, indenture, document or instrument 

mentioned herein, preclude other or further exercise thereof 

or the exercise of any other right, p01~er or privilege; nor 

shall any 1~aiver of any right, po1~er, privilege or default 

hereunder, or under any agreement, contract, indenture, docu-, 

ment or instrument mentioned .herein, .constitute a 1~aiver of 

any other right, power, privilege or default or constitute 

a 1·1aiver of any other default of the same or of any other 

term·or provisio,n. All rights and remedies herein provided 

are cumulative and not c..-..clusive of any rights or re1nedies 

othen1ise provided by la1·1. 
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7. 3 Tcrmina!:ion.~ ~0!:1~i ths tanding anything to 

the contrary contained in this agreement, Bank shall not 

be obligated to extend any further credit to or make any 
• 

additional loans to Borrower, and Bank e~:pressly retains 

the right to terminate this credit and to accelerate the 

maturity of all indebtedness of Borro1qer to Bank in case 

of a change ~n the executive personnel or management poli

cies o£ Borro1~cr l~hich Bank considers materially adverse 

to its interests as a lender or if there should occur an 

adverse change in the financial condition of Borro1·1er l·lhich, 

in the opinion of Bank, is materially prejudicial to its 

interests as a lender. 

7.4 Jurisdict:.ion. This agreement and any notes 

issued hereunder and any agreements, contracts, indentures, 

documents or instruments mentioned herein, shall be governed 

by and construed according to the l;;ms of the State of Cali-

fornia, to the jurisdiction of whose courts the parties hereto 

hereby agree to submit. 

7.5 Headings. The headings hereinabove set forth 

are solely for the purpose of identification and shall not 

be construed as a part of the paragraphs they head. 

IN IUTNESS NHEREOF this agreement has been executed 

by the parties hereto at the place an·a ~1s of the date first 

herein~l;Jqve ·.~r,itten. 

(Seal) 

DISCLOSU 

! • 

BLUE CHIP STAJ.ll'S 

- -:::> 
By /j -~·~ )f~--.'-= 

--~Eif.~±&butive Vice Preb~aent 

l.S 

\! 
.I 
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LOAN AGRE~!ENT 

This agreement is made as of the 8th of February 

1974 at Los Angeles, California betwe'en BLUE CHIP STAHPS, 

a california corporation, hav.i}i'g its chief place of business 

i'. 
\\ 

at Los Angeles, California and 'hereinafter called "Borrower", 

and B~~K OF A}mRICA NATIONAL TRUST AND SAVINGS ASSOCIATION, 

a national banking association, hereinafter called "Bank". 

SECTION 1 

AGREEHENT TO LEND 

1.1 The Loan. Subject to all of the terms and 

provisiQns of this agreement, and upon the request of Bor-

rower therefor, Bank will lend to Borro1~er, on or before 

28 February 1974, up to $11,244,846.00, lawful money of the 

United. States of America, to be evidenced by a note dated 

as of the date the loan is made and executed by Borrower and 

delivered to Bank, in the form commonly used by Bank, which 

note shall bear interest and shall be repaid as hereinafter 

provided in subparagraphs A. and B. of .this paragraph 1.1. 

A. The loan made by Bank to Borro1~er here

under shall bear interest, payable monthly on the last day 

of each month beginning on 28 February 1974, from the date 

of its making at the rater; .and for the periods of time here

inafter set forth in slib-s\i)bp\:\ragraphs i., ii. and iii. of 

this subparagraph 1.1 A.: 

DISCLOSURE 
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i. At the prime interest rate of Bank 

for 90-day commercial 1·.otes (which prime intere'st rate is 

currently 9 1/2%) plus 1/2~ per year from the date of the 

making of such loan to 31 January 19'16; 

ii. At such pr:tme interest rate plus 

3/4% per year from 1 February 1976 to 31 January l.978; and 

Hi. At such prime interest rate p.lus 

1% per year from 1 February 1978 to 31 January 1980. 

In the event of any change in such prime interest rat,.:, such 

change shall be effective as to Borrower on the day J;ollOI~ing 

such change, and thereafter the unpaid principal bal~nce of 

the loan made hereunder shall bear interest at the changed 

rate on and after such date • 
.. 

B. The principal amount of said loan shall 

be r~pQid as hereinafter set forth in sub-subparagraphs i. 

and ii. of this subparagraph 1.1 B.: 

i. $1,865,162.00 on 31 January 1975, 

31 January 1976, 31 January 1977 and 31 January 1978; and 

ii. $1,892,099.00 on 31 January 1979 

and 31 January 1980; 

on which last-named date the entire balance of principal and 

interest then unpaid shall become due and payable. 

1.2 Prepavment of Loan. Borro1~er may prepay the 

loan in whole or in part without premium or penalty, but any 

such prepayments shall be applied on the principal payments 

next due. 

,., 
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SECT.ION 2 

CONOI'I'IONS PRECEOEN'I' 'I'O LENOI~ 

2.1 Conditions Precedent to the Loan. Prior to the 

making of the loan hereunder, Borrower shall deliver, or cause 

to be delivered, to Bank: 

A. The \'lrittcn opinion of its counsel, \~hich 

opinion shall be in form and substance satisfactory to Bank 

and \~hich counsel shall be satisfactory to Bank, stating that, 

in the opinion of such counsel: 

i. Borro\·/Cl." is a validly organized and 

existing corporation under the laws of the State of California, 

\·lithout:. limitation on the duration of its existence, and, to 

the best knowledge of such counsel, is duly qualified to do 

business,in every state in which it is presently doing busi-

ness. 

ii. Borro\1er is duly authorized under 

California la\1, its Articles of Incorporation, and its By-La\·ls 

to conduct its business and to execute and pel.·form this agree-

ment, the note and the security agreement provided for herein; 

that the same have been duly authorized by all necessary cor-

porate action; and that this agreement, the note and the secu-

rity agreement provided for herein, \1hen executed and delivered 

for value received, will be valid .::nd binding lapligations of 

BorroNcr in accordance wi·i:h their terms and provisions, except:. 

as the same m<:y be limited by the bankruptcy and other l<n:s 

affecting creditors' rights. 
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any agreement, contract, inqenturc, document or instrument 

to 1~hich I!orro1~er is a party, nor any statute, rule o:::- regula

tion binding on Borrower, 1~hich would be contravened by· the 

execution or delivery of this agreement, the note or the secu

rity agreement, or by the performance of any term, provision, 

covenant, condition, agreement or obligation of Eorro1~er con-. 
tained herein or therein. 

iv. No order, c~msent, permit, author-

ization or approval is required by or f:::-om any governmental 

body, agency or authority to validate this agreement, the 

note, the security agreement, or any action taken, or to be 

taken, by torro~1er hare under or thereunder. 

B. Certified copies of resolutions of its 

Board of Diractors approving and authorizing. the execution, 

delivery and performance of this agr.eement, the note and the 

security agreement and all othe:::- actions to be taken by Bcr-

rower hereunder or thereunder. 

c. A description, to be in form and sub-

stance satisfactory to Ba~~. of all securities to be pledged 

by Borro1·1er to Bank as collateral for the loan to be made by 

Bank to Borro1~er hereundar, 1·1hich securities shall be delivered 

to Bank and 1~hich shall be satisfactory to Bank at thc time 
··of such deliverl'• 

D. A security agreement, to be in form and 

substance satisfactory to B;:mk, from Borrol'ler to Bank granting 

Bank security interests in all o.E the secu1.·i tics hereinabove 

r.1entioned in subp.:~ragraph 2 .l c. o.r hercinaftcl.· mentioned in 
para gr.:~ ph 3. 5. 

- I] -
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E. Stock ~ssignmcnts, to be in form and 

subst~ncc s~tisfactory to Bank and executed and delivered 

by Borrowel" to Bank, covering the securities hereinabove 

mentioned in subparagraph 2.1 c. or hereinafter mentioned 

in paragraph 3.5. 

SECTIO~ 3 

REPRESE:-lTNi'IO~:S li~D ~li\RRli~'.I'IES 

3. Borrower represe:1ts ~nd \varr.::.n ts that: 

3.1 Financial Stutomcnts. All financial state-

ments, information and o·i:.her data furnished by Borro\,•er to 

Bank in connection \vith Borro\'ler' s application for credit 

hereunder ore, in all matt:Jrial respects, accurate and cor-

rect; the financial statements have been prepared in accord-

ance witl\ generally ~ccepted accounting principles ~nd prac-

tic;;s ~nd f::lirl:,- rcpres.;;n·:: the flnanc.ia.L condltion of Bor-

rawer; no materially adverse changes have occurred since 

the d.:ttes of s.:tid statements; and no material liabilities, 

contingent or otherl'lisc, not sho\·m on said financial state-

rnents e:dsted on the respective dates thereof. 

3. 2 Liens and Encumb:amccs. The properties ar.d 

assets of Borrower, real, personal and rni>:ed, are not sub-

ject to any liens or encumbrances or outstanding Financing 

Sta to:n~nts, \'lhe.thcr filed or unfiled, e:·:ccpt for taxes which 

are not yet delinquent. 

3. 3 Litig<:ltion. There arc :1.0 .::ct.ions, r;·.tits, p!to-

cca:di:1gs or claims pcnC:i:1g or thrcQtcncd ngainst Ol." a:'fectl.v~g 
' 
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Borrower, the result of l~hich migll.t substantially affect the 

financial condition, business or operat:ions of Borrower other 

than litigation of which Bank has been advised in writing by 

counsel for Borrower under date of 8 February 1974. 

3.4 Authority. This agreement, the note and the 

Sl.l!tm:dty agreement provided for herein, When executed and · 

ciel:i.,vered for value received, will be valid and binding o.bli

gations of Borrower. 

3.5 Composition of Securities. The securities here-

inabove mentioned in subparagraph 2.1 c. shall, from the date 

the loan is made until 31 January 1975, have a market value of 

at least 200\1 of the unpaid principal balanc:.e of the loan, and, 

at no time after 31 January 1975 until the loan is paid in full, 

shall such securities have a market value of less than 150% 

of the unpaid principal balance of the loan and shall consist 

of: 

a. All common stock of Wesco Financial Corpo-

ration, hereinafter called "Wesco", up to a maximum of 5111 of 

all common stock issued by l'lesco, shall satisfy no more than 

50% of the requirement for the maintenance of collateral under 

this paragraph 3.5. 

b. The additional securities (other than 

shares of Wesco delivered to Bank as collateral) shall satisfy 

at least 50~ of the requirement for the maintenance of col-

lateral under this paragraph 3.5. Borrol,'< .. r may, at any time, 

substitute other additional securities as collateral consist-

ing of common or preferred stock or convertible debentures 

carrying from a B+ to an A+ rating in Standard + Poors Stock 

Guide, corporate bonds rated BBB or better in Standard + Poors 
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Bond Guide,. or other securities which are acceptable to Bank 

and may \~ithdraw collateral, other than securities issued by 

wesco, \~hich is in excess of the amount of collateral req:uired 

to be maintained under this paragraph 3.5 and which would not 

violate in any ~Jay any of the provisions of Regulation U of. 

the Board of Governors of the Federal Reserve System. 

3. 6 Financial Condition of Borro\~er. There has 

been no material adverse change in the financial condition 

of Borrower from that sho\m on its interim financial s.tate-

ment dated 1 September 1973. 

SECTJ;ON 4 

AFFIRz.tATIVE COVENANTS OF BORRONER 

4. Borrower covenants and agrees that so long as 

the credit hereby granted shall remain available iii whole or 
I 

in part and until the full and final payment of all indebted-

ness incurred hereunder, unless Bank \~aives compliance in 

writing: 

4.1 Use of Proceeds of-Loan. It will use the pro

ceeds of the loan to be made by Bank to it hereunder to pur-

chase securities. 

4.2 Current Liabilities. The amount of cash, mer-

chandise inventory and marketable securities which are not 

restricted as to sale owned by Borrower shall, at all times, 

exceed the amount of its current liabilities. 

4.3 ~ent of Obligations. It will pay all of its 

liabilities and obligations when due and prior to the date on 

\~hich penal ties attach thereto. 

4.4 Insurance. It will insure in, and \~ill main-

tain insurance satisfactory to Bank \~ith, responsible insurance 

companies in such amounts and against such risks as is custom-

arily carried by o1mers of similar businesses and property, and 
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it will furnish Bank, upon request, with full information as 

to the insurance carried, 

4.5 Notice· of· Default. It will give prompt written 

notice to Bank of all events of default under any of the terms 

or provisions of this agreement, any note, or of any other 

agreement, contract, indenture, .document or instrument entered, 

or to be entered, into by it, changes in management, litigation, 

and of any other matter which has resulted in, or might result 

in, a materially adverse· change in its financial condition 

or operations. 

4.6 Records. It will keep and maintain full and 

accurate accounts and records of its operations according to 

generally accepted accounting principles and practices and 

will permit Bank, and its desS:q11ated officers, employes, 

agents and representatives, to have access thereto and to 

make examination thereof at all reasonable times, to make 

audi.ts, and tc- inspect :md -otherwise check its properties, 

real, personal and mixed. 

4.7 Information Furnished. It will ·furnish to Bank: 

A. \'l'.i.thin 60 days after the clos.e of each 

fiscal quarter, excti!pt for the last quarter of each fiscal 

year, it.s consolidated balance sheet, plus the balance sheets 

of See's and Wesco, respectively, as of the close of such quar-

ter, and its consolidated profit and loss statement and surplus 

reconcilation, and the profit and.loss statement and surplus 

reconcila tion of See's and the profit and loss statement of 

l\esco, respectively, for that quarter and for that portion of 

the fiscal year ending \·lith such quarter, all in triplicate, 

all prepared in accord.:mcc 1dth generally accepted accotmting 

principles and practices, and so certified by nor:rower's 

presidcn t, u_ vlc~ prL!sidont or Dorro\'lC!r 's chief financial 
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B. Within 120 days after' the close of each 

fiscal year, a complete copy of its annual 'report, in triplicate, 

which report shall include at least its consolidated balance 

sheet as of the close of such fiscal year and its consolidated 

profit and loss statement and surplus reconcilation for such 

fiscal year, together •~ith the opinion of independent certified 

public accountants selected by Borrower and satisfactory to 

BC~nk, prepared in accordance with generally accepted accounting 

principles applied on a basis consistent with that of the pre-

vious year. 

c. Any consolidated financial statements 

prepared by or for Borrower. 

D. Copies of all statements and reports sent 

to its shareholders and copies of all statements and reports 

sent to the shareholders of Wesco and Source Capital, Inc. 

E. Such other information concerning its 

affairs a;:, .i3cLnA. Htay reasonably request. 

4.8 Reimbursement of Bank. It >~ill pay, or will 

reimburse Bank by reason of its payment of, all governmental 

charges, taxes and penalties imposed on this agreement or on 

any note issued hereunder. 

4.9 Maintenance of Corporate Existence. It will 

maintain and pres?.rve its corporate existence and all rights, 

permits, privileges and franchises presently existing and 

required in the conduct of its business; will conduct its 

business in an orderly, efficient and customary manner; and 

will keep and maintain all of its properties in good working 

order and condi-tion .. 

4.10 Paymc:nt of A.ttorneys' Fc~~s. It will pror::ptly, 

upon demand by Bc:~nk, pay to and rcii'llbnrsc Bnnk for Ztll costs 

and expenses, including reas9nable a~.:torn0ys fees, \-.'hich Bank 

- 9 -
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n:ay expend or incur in the enforcement o£ any of the terms or 

provisions of this agreement: ,or of any note or of any other 

agreement, contract, indenture, document or .instrument men

tioned herein or therein. 

4.11 E:-cecution of Other Dvcuments. It 1~ill promptly, 

upon demand by Bank, execute all such additional agreements, 

contracts, indentures, documents and instrwnents in connection 

1~ith this agreement as Bank may reasonably request. 

4 .1_2 Cross-co_ll.::.tcrul izu"civn. .t\11 of the sacuri~iGs 

hereinabove referred to in subparagraj?h 2.1 c. and pnragraph 

3.5 hereof, in addition ·to being collateral for the loan to 

be made by Bank to Borro1·ter hereunder, shall also be collateral 

for the loan in '.:he amount of $28,755,154.00 to be made by Ba:1~-:: 

to Borro1·1er under a Loan Agreement dated as of the 8th of 

·February 1974 bet1·1een Borrower and Bank. --=...::.=..::="----

SECTIOL~ 5 
.-· 

NEGl,TIVE COVENAX'!'S OF BOl~ROl'IER 

5.. Borrower covenants and agrees ·that so long as 

the credit hereby gran·ced shall remain available in whole or 

in part and until the full and final payment of all indebted-

ness incurred h.ereunder, unless Bank waives compliance in 

writing: 

5.1 Funded Debt and Effective Net Worth. The 

funded debt of Borrower, herein defined as includi:1g (i) loans 

outs"~anding under this couu~itment, · (ii) unsubordinatcd long 

term debt, and (iii) othc:;.- non-current liabilities not defir:ed 

herein, zhull, at no ti;ac durir1g Jcl:e cxir;t:once of this .::J.grcc-

m~n t, c:-:cccd "L-he uf fuct i vc n~t \·to ~th of Burrower, her~ in de.: irh-:.:1 

- 10 -
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5. 2 Limitation on Intangibles. Any intangible asset 

which would result from any additional acquisition (s) shall not 

exceed an amount which is equa'l to 10 times the average net after

tax earnings for the preceding 3 'years of the company to be ac

quired if funded debt (as hereinabove defined in paragraph 5.1) 

is in excess of 50~ of the effective net worth (as hereinabove 

defined in paragraph 5.1). 

5.3 Default Under Other Agreements or Contracts. It 

will not commit or do, or fail to commit or do, any act or thing .. 
which would constitute an event of default under any of the terms 

or provisions of any other agreement, contract, indenture, document 

or instrument executed, or to be executed, by it, and ~~hich 1~ould 

have a materially adverse effect on Bank's positio!'l hereunder. 

5.4 Negative Pledge, 
/,/ ':{,, 

It will not pl(:dge~ assign, trar:s-
\\ 

fer or convey, nor grant a security interest in, an.y of its assets 

with an aggregate value in excess of $10,000,000.00., The restric-
.·; 

tions contained in this paragraph 5. 4 shall not apP,:ly to the sale 

of any of the assets or securities 01med by Borrowei: for valuable ,. 

consideration. 

SECTION 6 

EVENTS OF DEFAULT 

6.1 Events of Default.. If one or more of the fol-

lowing described events of default shall occur: 

A. Borro1~er shall default in the due and 

punctual payment of the principal of or the interest on any 

note issued hereunder; or 

B. Borrmter shall fail to perform or observe any 

of the terms, provisions, covenants, conditions, agreements or 

obligations (i) contained herein or (ii) in any other agreement, 

contract, indenture, document or instrument e:<ccutcd, or to be 

executed, by it and 1·1hich 11ould have a materially adverse effect 

on L.:1nk' s po::;ition hc;c(jurtd-.:~r, nnd Sl!ch fu.ilurw shnll continue for 

I;rirc -than 30 du.ys u.ftcr 't·.~.rittcn notice f~om D:J.:1k to Eorro'.;l.!r of 

th;;J existence a:1d char.:lcter of such event of default; or 

11-
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c. norro1~cr sh<:~ll bacome insolvent, or be 

unable to pny its debt:.'> •. ~~-~··~ they mature, or $hall iuake an '"' ,~,.-..t--
' •).t~.\ • 

a:;signment: for the bc:;,.~:,·•\.-oof• cr..-ditors or to an agent. 

authorized to liquidate any substantial amount of its prop

erties or assets, or shall file a voluntary petition in bank-

ruptcy or s0eking reorganization or to effect a plan or othar 

arrangoment with creditors, or shall file an answer admitting 

the jurisdiction of ~~e Court and the material allegations of 

an involuntary petition filod pursuant to any Act of Congress 

relating to bankruptcy or reorganization, or shall join in 

any such pcti'.:ion for u.n adjudication or for a reorganization 

or other arru.ngement, or shall become or be adjudicated a 

bankrupt, or shall apply for or consent to the appointrr.01nt of 

or conaent that an order bo made appointing any receiver or 

trustee, for itself Ol" for any of its properties, assets or 

business, or if an order shall be entered pursuant to any 

Act of Congress relating to bankruptcy or reorganization, or 

if a receiver or a trustee shall he appninted for all or a 

substantial par·i: of its properties,· assets or business, (other-

wise thu.n upon its own application or consent), and u.ny such 

receiv0r or trustee so appointed shu.ll not be discharged 

within 30 days after the date a:: such appointment; or 

D. Any representation or warranty made by 

Borrower herein. or in any certificate qr financial or other 

statement heretofore or hereafter furnished by Borrower or 

any of its officers shall prove to be in any material respect 

false or misleading; or 

E. Any \'lri·t of execution, at·cachmcnt or g.::.r-

ni~~:1&.\C:n t of nny 1 icn, or u:1y o·thcr legal process, be issued 

::or t.tn ur~~~,l~nt in C}:\-:css of $1,000,000.00 ug.:tinr;.t any of 

\. '• - 12 -
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F. i\ll, Ol" subst•1n tinlly all, of the pl·op-

erty o£ J3orroi~Ol: sh.:tll be condamned, seized ·or otherwise 

approprintcd; or 

G. Borro1·:er shall volum:arily suspend the . · 

tr.:tnso'lction o£ business for oore than 30 days in any fiscal 

year from the effective date of this agreement; 

THEN, or a·c any time thereafter, and in each and 

every such case, unless such default shall have boon r(::r.~died, 

or w~ivcd in writing by E~n!·:, the c.rcdi,l-.:. herein g~untcd shall, 

at th~ opt.iun of B~n:-.:, irr.;ncdin ;:ely tcrr.1ina tc, «:id, 4) t the 

option of l3.:lnk, all nc'.:os und o t:~er 1 iabil i tics and oblig.:t-

tions ou·::s·::nnding unc'lcl· this agreement shall thereupon, with-

out prese41tmcnt, demand, p~o·l:cst,. or notice of any l:incl, all 

of w:1ich a:::e hc..:cby e:·:!'ressly W<lived, be forth1·1i th due and 

payable, if no·;;, otherwise them due and payable, anything 

herein or in o::ny note or other agreeo>~cnt, contract, inden-

ture, document or instn:;.1ent contained to the contrary not-

;·:i thsta11Jia~, otnd B<mk may l;;u-,1ediatcly, and ~~i thout e:·:pira-

tion of any period of grace, cnfc:::cc payment of all liabili-

tj cs and obligations of Eorro\,·cr to Bank under ·chis agreement 

and und.cr any notes and other agreements, contracts, 'inden-

tures,. clocumcn·i:s und instruu.ants between Borro,.;er ci'nd Bank. 

SECTIOX 7 

7.1 }:otic..Js. All n-otices, pu.~'m(!nts, requests, 

- l3 -
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party hereto, .shall be givo,n or made upon such other party by 

hand delivery or through deposit in tho United States mail or 

by l~estern Union telegram, addressed as follows: 

BLUE CHIP STANPS 
5801 South Eastern Avenue 
Los Angeles, california 90040 

BANK OF AI1ERICA NATIONi\L TRUST 
AND Si\VINGS 1\SSOCii\TION 
National Division 
48th l'loor - B~!nk of 1\mer ica 'l'o·.~cr 
555 South Flower Street 
Los Angelos, California 90071 

or to such other address as may, from time to time, be speci-

• 

fied in v1riting by Borrower or Bank, respectively, and such 

action shall be complete upon receipt thereof. 
, I 

7.2 Naiver. Neither the failure of, nor any delay 

on the part of, either party hereto in e~orcising any right, 

pov1er or privilege hereunder, or under any agreement, contract, 

indenture, document or instrument mentioned herein, shall 

operate ac .::. ;;,:dver thereof, nor shal.J. any single or partial 

e~ercisq of any right, po1~er or privilege hereunder, or under 

any agreement, contract, indenture, document or instrument 

mentioned herein, preclude other or further e~ercise thereof 

or the e~ercise of any other right, power or privilege; nor 

shall any waiver of any right, po1·1er, privilege or default 

hereunder, or under any agreement, contract, indenture, docu-

ment or instrument mentioned herein, constitute a waiver o:: 

any other right, po1·1er, privilege or default or constitute 

a 1~aiver of ;;my other default of the same or of any other 

term or provision. All rights and remedies herein provided 

arc cu:nulu ti vc and not e~cl usi vc of any rights Ol'" l"C~~dics 

othcr;·;i::;c provided by lu\·1. 

- lt! -
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7. 3 Tcrmin:~tion. t~otl~ithstnr.d,ing anythillg to 

t:he con tril::y con taincu in this agr~omcn t, Dank shall not 

be obligated to extend any further C.\redi-t: to or milt:o ilny 

additional loilns to Borrower, ilnd Bilnk expressly retains 

the right to tcrminnte this credit and to accelerate the 

maturity of all indebtedness of Borrower to Bank in case 

of a change in the executive personnel or tnanagemcmt poli

cies of Borro1~er ~~hieh Bank considers mate:t'ially ildverse 

to its interests as a lender or if there should occur an 

adverse chango in the financinl eondi tion •::>f Borrower which, 

in the opinf1-on of Bank, is matcrinlly prejl:dicinl to its 

interests as a lender. 

7. 4 JurisdictiOll. This ngreemellt and nny notes 

issued hureunder nnd any ngreements, contracts, indentures, 

documents or instruments mentioned herein, shnll be governed 

by nnd construed nccording to the laws of the Stnte of Cali-

fornia, to the jurisdiction of \~hose courts the parties hereto 

hereby agree to submit. 

7. 5 Headings. The headings hereinabov.:l set forth 

are solely for the purpose of identification and shall not 

be construed as a part of the paragraphs they head. 

IN NITNESS l~11EREOF this agreement has been e>:ecuted 

by the parties hereto at the place and us ~f the date first 

hereinabove v;ri tten. 

(Seal) 

( -.. ' \ ._,\...,~ .L. I 

BLUE CHIP STAHPS 

#y ~··'2: 
By __ ~;ty~t~~~~-~~P--~~-~~··----~----_· J~~·~~~ 

Executive Vice Prcsl:<lcnt 

...... 
~~,~ _,.,- f , 
•• - .. ~--- ~ --- ·- :.:... •• M-~ --

~hh• .. ~, ...... :~L ~:-. :,_~._·o..d . .!:':· 
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PART I 

Item 1. Business. 

Blue Chip Stamps (the"Company") and its subsidiaries are 
engaged in four lines of business: 

(1) The trading stamp business. 
chandisu from approximately 

The Company purchases mer-
500 suppliers for distribu-

tion to consumers through seventy modern, full-service 
redemption scores, located primarily in California. 

(2) The incentive business. A separate division, on a 
nattom-1ide basis, develops incentive programs for all 
types of businesses and also programs under which oil 
companies and other large issuers of credit cards can 
offer merchandise to their credit card holders. 

(3) The candy business. A subsidiary acquired in January 
1972 manufactures quality candy and retails it through 
172 compan~·-operated shops in nine western states 
including hawaii. 

(4) The savings and loan business. An unconsolidated sub
sidiary, controlled since late 1973, operates at ten 
locations in Southern California. 

Stamp service revenues have declined from a historical 
peak of .$12!•,180,000 for the fiscal year ended February 28, 1970 
to $51,375,000 for the fiscal year ended Harch 2, 1974. This 
decline has resulted from several factors. First, a number of 
supermarket operators have discontinued or reduced the use of 
trading stamps in connection with their conversion to discount 
merchandising. Second, '.he nation's largest trading stamp com
pany converted much of its California operations to the Company's 
lower-priced, nonfranchised manner of doing business. Third, the 
servic'e station industry curtailed so-called multiple stamping 
and has now, as a result of the gasoline shortage, virtually elim
inated the usc of stamps, No reversal of this adverse trend i.n 
stamp service volume is expected in the near future. 

The number of Company employees fluctuates but currently 
averages less than 1.,000. 
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Item 1. Business. (Continued) 

A substantial portion of each year's candy sales are 
generated in the Christmas season • 

The following table sets foL·th for the past five fiscal 
years the relative contribution of each line of business presently 
accounting for ten per cent or more of total (consolidated) reve
nues or of total income before income taxes, securities losses and 
extraordinary charges: 

Revenues: 597. Trading stamp service 997. 997. 957. 737. 
Candy business 4 25 35 

Income before income taxes, 
securities losses and 
extraordinary charges: 

100 100 95 60 44 Trading stamp service 
Candy business 4 38 40 
Savinfs and loan 

bus ness 16 
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}tern 2. Summary of Operations. 

Follo\~ing is a statement of income for the Company for 
the two fiscal years ended February 27, 1971 and a consolidated 
statement of income for the Company and its consolidated subsidiary 
for the three fiscal years ended March 2, 1974: 

Revenues: 
Stnmp scrvlcu revenues 
Incentive sales 
Candy sales 
Interest and dividends 
Other 

Costs nnd expenses: 
Cost of redemptions and ~ales 
Solllng, g~ncral and administrative cxpcnaes 
tntcr\lst 
Discount ~morti~~tlon 

Income before income taxes, equity in net 
income of Wesco Financial Corporation, 
sccurltlos golns (losses) and extraordinary 
charges 

Provision for income taxes 
F.quity in net income of Wesco Financial 

Corporation 

Income before ~ecurities gains 
and extraordinary chnrgos 

(losses) 

Securities gains 
tax effect 

{losses) 1 less income 

Income before extraordinary charges 

Extraordinary charges u settlements of lawsuits, 
less income tax effect 

Net inco:~mc 

Per share; 
Income before securities gains (losses) 

and extrnordlnnrr char,es 
Securities gains ( asses 1 less 

income tax .effect 

Income b~fore extraordinary -charges 
Extraordinary charges, loss income 

tax c:t:fect 

Nl;.!t incom~ 

Ulvtdends duclared 

DISCLOSURE 

Flacal ~ear ended 
Fcbruar~ 28 I rcbruarl 27, Hirch 4, Hirch j I March 2' 

197 197 1972 1973 1974 
--(In thousaiiQi""'exccpt for--amount• pi'rihare) --

$124,180 $118,374 $100,622 $ 88,736 $ 51,37S 
1,822 1,759 2,145 3,624 6,261 

4,708 
4,104 32,049 35,780 

6,203 6,3S9 7,315 8,260 
1.310 1,448 872 599 543 

132,020 127,784 114,102 132,323 102,219 

108,977 104,392 93,791 9S,662 68,156 
7,275 8,558 10,917 21,729 21,263 

70S 705 927 2,638 3.597 
3S8 358 365 358 365 

ll7,31S U4,013 106,000 lZO,;!ll 93,381 

14, 70S 13,771 8,102 11,936 S,838 

(6,967) (5,032) (2,195) (3,828) (2,071) 

1.423 

7,738 8,739 5,907 8,108 8,190 

27 (lSS) (1,693) (82) (185) 

7,76S 8,584 4,214 8,026 8,005 

(378) (92S) 

$ 71387 $ 8 1 5~ $ 4,214 ~ 7,101 ~ 81005 

$1.53 $1.72 $1,15 $1.58 $1.58 

___,!!! _t,_Ql) ,..Lll) ...L.Q.t) _t,_Ql) 

1.54 1.69 .82 1.56 1.5S 

...!,M) -- -- .L,.!§.l --
$1.46 $1.69 ~ $1.38 $1.S5 

~ ~ ~ ~ ~ 
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Item 2. Summary of Operations. (Continued) 

Candy sales and other accounts of the candy subsidiary 
are included on a consolidated basis from acquisition in January 
1972. 

The Company's equity in Wesco Financial Corporation's net 
income for the latter's year ended December 31, 1973 is included in 
the Company's operations f1.'r the year ending Harch 2, 1974 under 
the equity method (see Note 1 to the consolidated financial state
ments in the attached printed annual report). 

Per share earnings computations are based upon the weighted 
average number of shares of common stock outstanding during the 
fiscal year adjusted for a five-for-one stock split in October 1969 
and for the dilutive effect of all outstanding stock options. Such 
dilution is calculated assuming all such options have been exercised 
and the proceeds used to purchase shares at the average market price 
during the year. Following is a summary of the shares used in per 
share earnings computations: 

Average shares 
outstanding 

Dilution assuming 
exercise of out
standing stock 
options 

February 28, 
1970 

4,877,000 

__lli,OOO 

5,057,000 

Fiscal year ended 
February 27, March 4, 

1971 1972 

4,957,000 5,028,000 

March 3, 
1973 

5,069,000 

Mirch 2, 
1974 

5,179,000 

123,000 

5,080,000 

88.000 60,000 1.000 

5,116,000 5,129,000 5,180,000 

No change in per share amounts would result from use of the more 
restrictive "fully diluted" method. 

The decline in stamp service revenues beginning with the 
fiscal year ended in 1971 has been caused by various factors (see 
Item 1). Related net income has suffered less due to improved 
after-tax yield on marketable securities. Net income for the 
fiscal year ended in 1972 decreased significantly due to the de
cline in stamp service revenues and also as a result of substantial 

\ . ., 
! . 

i 
! 

! • 
I 

I • 

securities losses. Total revenues for the fiscal year ended in ·~~ 
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Item 2. Summary of Operations. (Continued) 
• 

1973 idcreased over those for the fiscal year ended in 1972 due to 
inclusion of a full year's candy sales in the fiscal 1973 figures 
versus only two months' in the fiscal 1972 figures. The acquisi• 
tion of the candy business has improved net income starting with 
the fiscal year ended in 1973, while inclusion of the Company's 
equity in earnings of the savings and loan business has benefited 
net income in fiscal 1974. Net income was adversely affected in the 
fiscal years ended in 1970 and 1973 due to extraordinary charges. 
Comments in this paragraph also apply to the corresponding per share 
figures. 

Revenues, earnings and earnings per share as set forth 
in the statement of income are not necessarily indicative of future 
revenues, earnings and earnings per share. As explained in Item 1, 
stamp service revenues have been declining since the fiscal year 
ended in 1970; in particular, these revenues have dropped from 
$21,159,000 in the fourth quarter of fiscal 1973 to $8,774,000 in 
the fourth quarter of fiscal 1974. No reversal of this trend is 
expected in the near future. The Company believes that a sale or 
spin-off of one-third of its California trading stamp business 
(see Item 5 herein and Note 11 to the consolidated financial state
ments in the attached printed annual report), if consummated, would 
compel the Company to discontinue issuance of its trading stamps. 

;> 
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Item 2. Summary of Operations. (Continued) 

Following is an analysis of retained earnings and other 
capital accounts for the five fiscal years ended March 2, 1974: 

Balance at March 1, 1969 

Change in par valu~ 
Exercise of stock options 
Cash dividends of $.10 per share 
Net income 

Balance at February 28, 1970 

Exercise of stock optl.ons 
Purchase of stock from 

terminated employees 
Cash dividends of $.24 per share 
Net income 

Balance at February 27, 1971 

Exercise of stock options 
Cash dividends of $.24 per share 
Net income 

Balance at March 4, 1972 

Exercise of stock options 
Cash dividends of $.24 per share 
Net income 

Balance at March 3, 1973 

Cash dividends cf $.24 per share 
Net income 

Balance at March 2, 1974 

Common stock 
shares* Am~ 

4,871,000 

79,000 

4,950,000 

77,000 

(1,000) 

5,026,000 

13,000 

5,039,001) 

140,000 

5,179,000 

$ 325,000 

4,546,000 
79,000 

4,950,000 

77,000 

(1,000) 

5,026,000 

13,000 

5,039,000 

140,000 

5,179,000 

Patd•in 
capital 

$2,878,000 

(2 ,878 ,000) 
403,000 

403,000 

393,000 

796,000 

66,000 

862,000 

717,000 

1,579,000 

----

Retained 
earnings 

$24,846,000 

(1,668,000) 

(487 ,000) 
7,387.000 

30,078,000 

- ' 

(1,188,000) 
8.584.000 

37,474,000 

(1,208,000) 
4.214,000 

40,480,000 

(1,214,000) 
7,101.000 

46,367,000 

(1,243,000) 
8,005,000 

5,179,000 $5,179,000 $1,579,000 $53,129,000 

*Adjusted for five-for-one stock split, October 1969. 
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Item 3. Properties. 

The Company operates a merchandise distribution center 
at Los Angeles. The distribution center has a storage capacity of 
approximately 8,000,000 cubic feet and is leased under an agree-
ment expiring July 31, 1975 (with a five-year renewal option). The 
Company is in the process of selling a 4, 900 ,000-cubic-foot dis t:ri
bution center in Richmond, California, which it closed in March 1974. 

The candy manufacturing subsidiary manufactures candy 
in approximately 220,000 square feet of fully equippea kitchen 
facilities 1~hich it owns in Los Angeles and South San Francisco. 

The savings and loan subsidiary owns its head office 
building in Pasadena. 

Redemption stores, 
offices are normally leased. 
none later than 1994. 

candy shops and savings and loan branch 
The leases expire on various dates, 

Item 4. Parents and Subsidiaries. 

Warren E. Buffett, a director of c'he Company, holds bene
ficially 13% of the Company's 5,178,770 shares of common stock out
standing; the beneficial holdings of Mr. Buffett and his associates 
aggregate 52%. Nr. Buffett, his 1dfe and entities 1-lith which they 
are associated o1m shares of the Company's common stock, as follows: 

lvarren E. Buffett 
Susan T. Buffett, spouse, children of 

Hr. Buffett and trusts of which he is 
trustee but has no beneficial interest 

Subsidiaries of Diversified Retailing 
Company, Inc. (a) 

Berkshire Hathaway Inc. and sub
sidiaries (b) 

550,090 

126,628 

841,900 

1,170,233 

(a) Mr. Buffett. is Chairman of the Board of Diversified 
Retailing Company, Inc. ("Diversified") (which through a subsidiary 
is principally engaged in oper.ating women's apparel.stores). Mr. 
and Mrs. Buffett own 43% of the common stock of Diversified. 

DISCLOSURE IF THE ABOVE PAGE IS LESS CLEAII THAN THIS STATEMENT, IT IS 
DUE TO•;POOII PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. • • 
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Item 4. Parents and Subsidiaries. (Continued) 

(b) Hr. Buffett is Chairman of the Board and chief 
executive officer of Berkshire Hathaway Inc. ("Berkshire") (which 
is princ.ipally engaged in the manufacture and sale of textiles, 
and subsidiaries of which are principally engaged i:n the banking 
and insurance businesses). Mr. and Mrt>. Buffett own 36% of the 
common stock of Berkshire. In addition, Diversified and subsidi
aries, referred to in (a\ above, own 11% of such stock. Berkshire 
and Diversified are seeking the necessary approvals of stockholders 
and regulatory authorities in order to merge Diversified into 
Berkshire. 

• The Company owns 99% of the <•utstanding common stock of 
See's Candy Shops, Incorporated, which, ln turn, owns 100% of the 
common stock of See's Candies, Inc., both California corporations. 
Financial statements of both companies are included in the Company's 
consolidated financial statements from date of acquisition in 
January 1972. 

The Company owns 58% of the outstanding common stock of 
Wesco Financial Corporation ("Wesco"), a Delaware corporation, 
which, in turn, owns all of the outstanding stock of Hutual Savings 
and Loan Corporation, a California corporation, whose subsidiaries 
are insignificant in the aggregate. The Company has taken up its 
equity in Wesco's consolidated undistributed net earnings for 
Wesco's year ended December 31, 1973. Consolidated and unconsoli
dated financial statements of Wesco are incorporated herein by 
reference to Wesco's Form 10-K Annual Report for the year ended 
December 31, 1973. 

Item 5. Pending Legal Proceedings. 

(a) United States of America v. Blue Chip Stamp Company, 
Alexander's Markets, Lucky S teres, Inc. , Narket Basket, Purity 
Stores, Inc., Ralphs Grocery Company, Safeway Stores, Incorporated, 
Thriftimart, Inc., Thrifty Drug Stores, Inc., and Vons Grocery Co. 
United States District Court, Central District of California, Civil 
Action No. 63-1552-F. 
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Item 5. Pending Legal Proceedings. (Continued) 

This action under the Sherman Act was instituted by the 
United States Department of Justice on December 26, 1963 against 
the Company's predecessor and a Consent Decree was entered therein 
on June 5, 1967. Pursuant to said Consent Decree, the Company in 
June 1972 submitted for approval by the Court a plan to offer for 
sale one-third of its California trading stamp business located 
within a contiguous geographical area in Southern California. In 
January 1973 the Court signed an order (1) disapproving said plan, 
(2) requiring the Company to continue efforts to negotiate a sale 
and (3) calling for the appointment of an independent expert wit
ness to study the feasibility of a sale or spin-off of a portion 
of the Company's trading stamp business under existing conditions, 
The report of the independent witness has not yet been filed with 
the Court. 

(b) Black and Brown Trading Stamp Corporation v. Blue 
Chip, Chevron Oil Company, Shell Oil Company, Phillips Petroleum 
Company, Mohawk, Standard Oil of California, Mobil Oil Corporation, 
Texaco, Inc., ARCO, Humble Oil and Refining Company, Douglas Oil 
Co. of California, Gulf Oil Corporation, Union Oil of California, 
Simas Bros. Service Stations, Vons Grocery Company, Lucy Stores, 
Inc., Safeway Stores, Inc., Mayfair Markets, Boy's Markets, Better 
Foods, and Thriftimart, Inc. United States District Court, North
ern District of California, Civil Action No. 71-1333-0JC filed 
July 12, 1971. 

This antitrust action, brought by a California corpora
tion formerly engaged in the trading stamp business, asserts damages 
to plaintiff in excess of $160,000,000 and seeks treble damages 
plus attorneys' fees and costs, but the Company has not been served 
with process. 

(c) Manor Drug Stores, and all other users of Blue Chip 
Stamps who were entitled but failed to purchase stock of Blue Chip 
Stamps, on behalf of themselves and all other persons similarly 
situated v. Blue Chip Stamps. Blue Chip Stamp Co., a merged corpo
ration, Alexander's Markets, Lucky Stores, Inc., Market Basket. 

DISCLOSURE IF THE AIOVE I'AGE II LESI CLEAII THAN THIIITATEMINT,IT II 
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Item 5. Pending Legal Proceedings. (Continued) 

Purity Stores, Inc., Ralphs Grocery Company, Safeway Stores, Ill£~ 
Thriftirnart, Inc., Thrifty Drug Stores Co., Inc., Vans Grocery Co., 
Robert E. Alexander, Donald A. Koeppell, Leonard H. Straus, William 
F. Ramsey, Robert E. Laverty, Richard Ralphs, John R. Niven, Fred 
Von der Ahe. United States District Court, Central District of 
California, Civil Action No. 70-2539 filed November 10, 1970. 

This purported class action was filed on behalf of re
tailer users of Blue Chip stamps who failed to purchase stock of 
the Company in a 1968 offering to retailer users. The amended corn
plaint filed January 27, 1971 alleges carnages to plaintiffs of 
$21,400,000 and exemplary damages of $25,000,000, interest, 
attorneys' fees and costs, and prays that plaintiffs have the right 
to purchase stock, or units of stock and debentures, of the Company 
on the terms of the 1968 offering. The action was dismissed with 
prejudice by the United States District Court. On October 15, 1973 
a panel of three judges of the United States Court of Appeals for 
the Ninth Circuit reversed the prior dismissal by the District 
Court and remanded the case for further proceedings. In a two-to
one opinion, the panel held that a class of persons who were 
entitled to but failed to purchase securities of the Company in 
connection with the 1968 offering had standing to sue for damages 
under Rule lOb-5 of the Securities Exchange Act of 1934, if they 
could prove that such failure to purchase was induced by alleged 
fraudulent representations of the Company and certain of its past 
and present officers, directors and shareholders. On April 1, 1974 
the Ninth Circuit denied a petition for rehearing and a request 
that the case be heard by the entire panel of judges of the Ninth 
Circuit. The defendants will seek a review by the United States 
Supreme Court. 

On June 21, 1971 plaintiffs filed a substantially iden
tical action against the same defendants in the Superior Court of 
the State of California for the County of Los Angeles (No. C-5652). 
The Company has not yet been served with process in this latter 
action. 
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Item 5. Pending Legal Proceedings. (Continued) 

(d) Eleanor A. Botney and Thelma G. Daar, in behalf of 
themselves and all others similarly situated v. Blue Chip Stamps. 
Los Angeles County Superior Court, No. 997,374 filed March 1, 1971. 

This is a purported class action to recover for stamp 
savers monies collected by the Company as reimbursement for Cali
fot~ia sales taxes on redemption of stamps. Plaintiffs claim that 
redemption transactions are not taxable and that all such collec
tions should be returned, or alternatively, that such collections 
exceeded the tax p~operly payable and such excess should be re
turned. The Company has ·paid sales taxes to the state equal to 
its reimbursement colle(:tions. The Company has asserted claims 
against the state for reimbursement of all or par.t of any recovery 
by plaintiffs. Following denial of these claims ·,~y the state, the 
Company cross-complained against the state seeking indemnity. The 
original complaint was amended to allege fraud and to seek puni
tive damages from the Company. On June 1, 1973 two partial summary 
judgments were entered by way of interlocutory orders, neither of 
which has yet become final or appealable. The first was in favor 
of the Company to the effect that the redemption transactions were 
taxable. The second was in favor of plaintiffs to the effect that 
the Company's collections exceeded the tax properly payable. 

(e) The information as to pending legal proceedings set 
forth in Item 5 of the Form 10-K Annual Report for the year ended 
December 31, 1973 filed by Wesco Financial Corporation, a subsidi
ary of the Company, is incorporated herein by reference, 

Item 6. Increases and Decreases in Outstanding Securities. 

Following is an analysis of changes in the amount of the 
Company's 6a3/4% Subordinated Debentures due 1978 outstanding dur
ing the fiscal year ended March 2, 1974: 

Balance, March 3, 1973 
Purchases of debentures for retirement, 

July 1973 through February 1974 

$10,840,000 

(287,000) 

$10,553,000 Balance, March 2, 1974 
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Item 7. Approximate Number of Equity Security Holders. 

Title of class 

Common stock, par value 
$1.00 per share 

Number of record holders 
as of April 15, 1974 

2,791 

Item 8. Executive Officers of the Registrant. 

Following is a list of the Company's executive officers, 
\~hose ages range from 56 to 40 years: 

~ 

Donald A. Koeppel 
\Yilliam F, Ramsey 
Raymond H. Allen 
Gerald N. Anderson 
Robert H. Bird 
James D. Carter 
Walter H. Cusack 
lvilliam K. Klepper 
Kenneth E. loiittmeyer 

Position 

Chairman of the Board and President 
Executive Vice President and Director 
Vice President, Information Systems 
Vice President, Sales 
Vice President, Secretary and Treasurer 
Vice President, Operations 
Vice President, Incentives 
Vice President, Herchandise 
Vice President, Industrial Relations 

Item 9. Indemnification of Directors and Officers. 

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

DISC. • ~osu RE® IF THE AIOVE PAGE II LEII CLEAR THAN THIIITATEMENT.IT II 
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Item 10. Financial Statements and Exhibit~ Filed. 

(a) Financial Statements: 

Index to Financial Statements 

The final proof of the March 2, 1974 and March 3, l973 
consolidated balance sheets and consolidated statements of income, 
stockholders' equity and changes in financial position and notes 
thereto, together with the report thereon of Price Waterhouse & 
Co. dated April 12, 1974, which will appear in the 1974 printed 
annual report of Blue Chip Stamps is incorporated in this Form 
10-K Annual Report. With the exception of the aforementioned in
formation, the 1974 printed annual report is not to be deemed 
filed as part of this report. 

The December 31, 1973 and 1972 consolidated and uncon
solidated balance sheets and statements of earnings, stockholders' 
equity and changes in financial position of Wesco Financial Corpo
ration, the notes thereto and the supplemental information to the 
notes to such consolidated financial statements, and the supporting 
schedules, together with the report thereon of Peat, Marwick, 
Mitchell & Co. dated February 8, 1974, are incorporated herein by 
reference to the Form 10-K Annual Report listed below in Item lO(b). 

The following additional financial data should be read in 
conjunction with the financial statements and notes of Blue Chip 
Stamps referred to above. Schedules not included with this addi
tional financial data have been omitted because they are not appli
cable or the required information is shown in such financial state

ments or notes. 

The individual financial statements of Blue Chip Stamps 
have been omitted since it is primarily an operating company and 
the total of minority interest and nonguaranteed long-term debt of 
its consolidated subsidiary is less than 4% of total consolidated 

assets. 

DISCLOSURE IF THE AIOVE PAGE IS LESS CLEAII THAN THIS STATEMENT, IT IS 
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Item 10. Financial Statements and Exhibits Filed. (Continued) 

Page 
number 

Consent of independent accountants 

Additional financial data of Blue Chip Stamps: 
Supplementary information to notes to 

consolidated financial statements 
Financial schedules -

I - Narketable securities 
III - Investments in, equity in earnings of, 

and dividends received from affiliates 
and other persons 

V - Property, plant and equipment 
VI - Accumulated depreciation, depletion and'' 

amortization of property, plant and. 
equipment 

XVI - Supplementary income statement information 

(b) Exhibit~_;_ 

(1) Incorporated by reference to Form 10-K 
Annual Report filed by Wesco Financial 
Corporation for the year ended 
December 31, 1973 -

Item 5. Pending Legal Proceedings 
Consolidated and unconsolidated 

financial statements of Wesco 
Financial Corporation 

(2) Filed herewith -
11.1-3 Booklet summarLZLng pension plan 

of Blue Chip Stamps 
13.10 Loan Agreement dated February 8, 

1.974 between Blue Chip Stamps 
and Bank of America National 
Trust: and Savings Association 
in amount of $28,755,154 

13.11 Loan Agre•;ment dated February 8, 
1971+ between Blue Chip Stamp~l 
and Bank of America National 
Trust and Savings Association 
in amount of $11,2•!f4.,846 

S-1 

S-2 - S-5 

s-6 - s-7 

S-8 
S-9 

S-10 
s-11 

~~ ··-.~-----0--.-s-c--.-J0----5-.u--R-E-®"'R~-.F-T-H·~~-,.-.-O-V!::-,,.-.G-E-.-.-LE-.-.·t::-. L-E,._R_T_H_A_N_T_H-.-.-.T-A_T_E_M_E-NT-.-.T~ •• 
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Item 11. Principal Security :Holders and 
Security Holdings of ManaE~~~~ 

The following table sets forth information as of April 15, 
1974 as to holdings of the Company's common stock by beneficial 
owners of 10% or more and by all directors and officers as a group: 

Name and address 

Warren E. Buffett, 
Omaha, Nebraska 

~ of ownership 

Record and beneficial 

Shares 
owned 

676, 718(a) 

Per cent 
of 

class 

13 

Diversified Retailing Beneficial onlv 841,900(a) 16 
Company, Inc., 
Baltimore, Maryland 

Berkshire Hathaway Inc., Record and beneficial 1,170,233(a) 23 
New Bedford , 
Massachusetts 

All directors and Record and beneficial 311,94l(b) 6 
officers as a group 

(a) See Item 4 herein for explanation of relationships be·· 
tween Mr. Buffett, Diversified Retailing Company, Inc. and Berkshire 
Hatha,~ay Inc. 

(b) Does not include holdings of Mr. Buffett, a director 
of the Company, or his associates, as shown above. Also excluded aJ.'El 
indirect holdings of John P. Guerin, Jr., Joseph P. Hughes, Charles T. 
Munger, Ron Stever and Andrew J. Wolf, directors of the Company, as 
follows: 

(1) J. P. Guerin & Co., a limited partnership of which 
Mr. Guerin is a general partner, owned 100,000 shares; 

(2) Hughes Marke.ts, Inc., of which Mr. Hughes is 
President and beneficial owner of an 86% interest, owned 51,2.~5 shares; 

(3) Wheeler, Munger & Co., a limited partnership of 
which Mr. MungElr is managing general partner, owned 505,060 shares. 
Mr. Stever is a limited partner owning less than a 5% interest in said 
partnership. Wheeler, l'lunger & Co. also owntld 10% of Diversified 
Retailing Company, Inc.; 

DISCLOSURE IF THE ABOVE PAGE IS LESS CLEAII THAN THIS STATE,.ENT, IT IS 
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Item 11. Principal Security Holders and 
Security Holdings of Management. (Continued) 

(4) A & B Supermarkets, Inc., of which Mr. Wolf is 
President and SO% owner, owned 3,990 shares, and Redemp Co., a profit 
sharing trust in which he has a substant:{al interest, owned 2,125. 

shares. 

Item 12. Di~ectors of the Registrant. 

The following table sets forth certain information as to 
each director including the period during which he has served as a 
director of the Company and its predecessor, Blue Chip Stamp 

Company: 

Director Other offices 
Name Age since with the Company 

l~arren E. Buffett 43 1970 None 

z. Wayne Griffin 66 1969 None 

John P. Guerin, Jr. 44 1970 None 

Joseph P. Hughes 67 1969 None 

Emmett H. Jones 72 1969 None 

Donald A. Koeppel 56 1960 Chairman of the 
Board, President 

Charles. T. Munger so 1969 None 

William F. Ramsey 46 1966 Executive Vice 
President 

Ron Stever 69 1969 None 

Andrew J. Wolf 49 1969 None 

Directors are elected annually to serve until their 

respective successors have been elected. 
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Item 13. Remuneration of Directors and Officers. 

The following table shows the aggregate direct remunera
tion paid by the Company or its subsidiary with respect to the 
fiscal year ended March 2, 1974 to each director of the Company 
whose direct remuneration exceeded $40,000 and to each of the three 
highest paid officers of the Company 1vho received more than that 
amount, the estimated annual benefit upon retirement of each such 
director or officer and the aggregate direct remuneration for such 
year to all directors and officers of the Company as a group: 

Name of individual 
or 

identity of group 

Donald A. Koeppel 

William F. hamsey 

Robert H. Bird 

Capacity in which 
remuneration 
was received 

President 

Executive 
Vice President 

Secretary and 
Treasurer 

All directors and 
officers as a 
group, 18 in number 

Aggregate 
direct 

remuneration(a) 

$ 82,000 

76,820 

42,500 

412,810 

Estimated 
annual benefit 
under pension 

plan(b) 

$30,191 

28,875 

13,137 

(a) Includ,~s bonuses paid to officers with respect to 
such fiscal year. In the event of death while employed by the 
Company, Mr. Koeppel's heirs would receive $25,000 and Mr. Ramsey's 
heirs $17,000 annually for the next ten years. 

(b) Amounts have been calculated as of January 1, 1974. 
It is assumed that the recipients continue to be employed by the 
Company until normal retirement date and that the plan is continued 
without modification. 
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Item 14. Options Granted to Management to Purchase Securities. 

The Company has a qualified stock option plan for 
officers and key employees. Directors who are not officers or 
employees are not eligible. The following table sets forth infor
mation with respect to such plan as of April 15, 1974 for all 
officers and directors as a group (including a person elected as an 

officer on March 28, 1974): 

Granted or exercised since 
March 3, 1973 

Unexercised at April 1.5, 1974 -
Option price of $15.19 per shlire 
Option price of $14.75 per share 

Number of 
shares 

None 

14,000 
7,200 

1tem 15. Interest of Management and Others in Certain Transactions. 

Markets, 

During the fiscal year 
Inc. of which Joseph P. 

ended March 2, 1974, Hughes 
Hughes i1s President, purchased 

trading stamp services from the Company in the amount 
and A & B Supermarkets, Inc., of which Andrew J. Wolf 

of $1,532,175 
is President, 

purchased 
$109,856. 

trading stamp services from the Company in the amount of 
Messrs. Hughes and Wolf are dir~ectors of the Company. 
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SIGNATURES 

Pursuant to the requirements of Section 13 of the 
Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, there

unto duly authorized, 

Date: 

BLUE CHIP STAMPS 

By 
R. H. Bird 

Vice President, 
Secretary and Treasurer 
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£0NSENT OF INDEPENDENT ACCOUNTANTS 

We hereby consent to the application of our report 
dated April 12, 1971+, which appears in the final proof of the 
1974 printed annual report of Blue Chip Stamps, to the addi
tional financial data of Blue Chip Stamps listed in the fore
going index ''hen this data is read in conjunction with the 
final proof of the consolidated financial statements which 
will appear in such annual report; our report and the consoli
dated financial statements have been incorporated in this 
Form 10-K Annual Report. The examinations referred to in our 
report included examinations of the additional financial data. 

606 South Olive Street 
Los Angeles 90014 
April 12, 1974 

\ 
·• , , .~.. , t· .'.-, . 

• \! • • ~..,~\.J..C ..... 

PRICE \~ATERHOUSE & CO. 
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SUPPLEMENTARY INFORMATIOL~ TO 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Income from marketable 
securities: 

Interest 
Dividends 

Narch 2, 
1974 

$1,521,000 
6,739,000 

$8,260,000 

Narch 3, 
.ill.l 

$1,529,000 
51786 a.QQQ 

$7,315,000 

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

Beginning and ending inventories for the ~~o fiscal years 
ended in 1974 are as follows: 

Narch 4, 1972 
Narch 3, 1973 
Narch 2, 1974 

$14,187,000 
13,114,000 
10,355,000 

The above amounts consist primarily of redemption merchandise ex
cept that the Narch 2, 1974, Narch 3, 1973 and Narch 4, 1972 
amounts include $2,225,000, $1,214,000 and $1,459,000 relating to 
candy operations, 

The estimated useful lives used in computing depreciation 
are as follo1~s: 

Buildings 
Furniture, fixtures and equipment 
Leasehold improvements 

10 to 40 years 
3 to 15 years 
Lives of leases 

Expenditures for rene1~als and betterments of property, 
fixtures and equipment are capitalized; maintenance and repair 
costs are charged to income as incurred. When assets are retired 
or otherwise disposed of, the accounts are relieved of applicable 
cost and accumulated depreciation and amortization, and any gain 
or loss on disposal is credited or charged to income. 

The e1ccei>s of cost over equity in net assets of the con
solidated subsidiary increased from $16,245,000 at Narch 4, 1972 
to $17,223,000 at Na1:ch 3, 1973 and $17,227,000 at Narch 2, 1974 
due to purchases of additional shares. These amounts are shown 
net of accumulated amortization of $54,000, $482,000 and $913,000. 

DISCLOSURE IF THI! AIOYE I'AGE II LEII CLEAII THAN THIIITATEMENT, IT II 
DUE TO 1'0011 I'HOTOGIIAI'HIC QUALITY OF THII DOCUMENT . - . . .... 
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'rhe components of accounts payable and accr\led expenses 

are as follo1~s: 

Accounts payable 
Accrued compensation 
Taxes other than income 

March 2, 
12li 

$5,745,000 
1,831,000 

570,000 

!-larch 3, 
.!ill 

$5,679,000 
2,315,000 

632,000 

$8,146,000 $8,626,000 

Included in interest and discount amortization is amor
tization of debenture discount amounting to $365,000 and $358,000 
for the fiscal years ended in 1974 and 1973. Debenture discount 
is being amortized over the term of the debentures by use of the 
debentures outstanding method. 

Provisions for income taxes include state taxes of 
$663,000 and $518,000 for the fiscal years ended in 1974 and 1973. 

Securities losses are shown net of income tax benefits 
of $9,000 and $3,000 for the fiscal years ended in 1974 and 1973. 

The aggregate maturities of all long-term debt due in, 
the five years subsequent to Narch 2, 1974 are: • 

Fiscal year 
ending in 

1975 
1976 
1977 
1978 
1979 

$8,881,000 
9,168,000 
9,168,000 
9,168,000 
8,168,000 

The Company has a short-term line of credit of $5,000,000. 
There ~~ere no borro1~ings at Narch 2, 1974, and monthend balances 
during the year then ended did not exceed $3,500,000. Interest, 
which is at prime rate, averaged 9.2% during the year based on the 
ave1;age monthend balance of $1,808,000. 

The results of operations would not be materially 
affected if all so-called noncapitalized financing leases were 

capitalized. 

DISC• josu RE® IF THE AIOVE ,AGE~· LEII CLEAR THAN THIIITATEMENT.ITII 
Ll OUE TO ~011 'HOTOGIIA,HIC QUALITY OF THII DOCUMENT, 
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Rental commitments apply primarily to redemption stores 
and candy shops. 

The Company's consolidated subsidiary has two noncontri
butory profit-sharing plans which cover employees meeting certain 
eligibility requirements. Company contributions are discretionary 
and subject to certain limitations. Provisions for contributions 
to the trust f~nds for the fiscal years ended in 1974 and 1973 
totaled $315,000 and $426,000. 

Under the Company's qualified stock option plan, options 
for 332,500 shares were granted in February 1969 at $6.10 per 
share, options for 7,500 shares were granted in March 1970 at 
$14.75 per share and options for 18,000 shares were granted in 
March 1972 at $15.1875 per share, fair market values at dates 
granted. The options are exercisable in four annual instalments 
beginning one year after date of grant and expire five years after 
such date. At both March 2, 1974 and Narch 3, 1973, 194,000 
shares were available for grant. The excess of aggregate proceeds 
from exercise over par value is credited to paid-in capital. 
Additional option information is summarized below: 

Options ,qhich became exercisable 
during the period: 

N.1mber of shares 
Option price -

Per share 

·~ota1 

Market price at date first 
exer.cisab1e -

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 
March 2, 

1974 

6,375 

$14.75 and 
$15.1875 

$96,000 

$13.00 and 
$13.125 
$83,438 

ended 
t-larch 3, 

1973 

78,625 

$6.10 and 
$14.75 

$495,830 

$13.625 and 
$14.75 

$1,073,375 

140,500 

$6.10 
$857,050 

$13.375 -
$15.125 

$1,909,875 

DISCLOSUR IF THE AIOVE PAGE II LEII CLEAR THAN THIIITATEMENT; IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THII DOCUMENT . ..., .. ,, 
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At March 2, 1974 options to purchase 25,200 shares were outstanding 
at an aggregate pr~ce of $379,575 (including options for 9,825 
shares currently exercisable for $146,888). 

DIS. c· l.JOSU RE® IF THE .... ovE PAGE II LEII CLEAII THAN THII ITATEMENT, IT II 
DUE TO POOII PHOTOGRAPHIC QUALITY OF THII DOCUMENT. 
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SCHEDULE I - MARKETABLE SECURITIES 
MARCH 2, 1974 

t>lame of issuer 
and title of issue 

Certificates of deposit, 
interest hearing 

Commercial paper 

Preferred stocks: 
Dt.tkc Power Co. , 6. 7 5% 

Cum. Conv. 
Other 

Common stacks: 
American Telephone & 

Telegraph Company 
American Water Works 

Inc. 
Baystate Corp. 

Co., 

Cleveland Trust Company 
Detroitbank Corporation 
Harris Bankcorp, Inc. 
Hartford National Corp. 
Iowa Po\~er & Light Company 
Iowa Southern Utilities 

Company 
Kansas City Power & Light 

Company 
Kansas Pmver & Light 

Company 
Manufacturers National 

Corp. 
National Detroit Corp. 
Northeast Bancorp, Inc. 
Peoples Gas Company 

Number of 
shares or 
units -

principal 
amount of 
bonds and 

notes 

$27,200,000 

$ 4,000,000 

10,000 
31,800 

41,800 

298,400 

86,800 
108,480 
87,799 

155,083 
104,900 
100,844 
42,700 

64,300 

30,100 

43,400 

109,470 
296,880 

33,000 
28,900 

Amount at 
which 
shown 

in balance 
sheet 

$27,200,000 

$ 3,964,000 

$ 1,000,000 
863,000 

$ 1,863,000 

$13,578,000 

1,062,000 
3,557,000 
7,136,000 
7,170,000 
5,285,000 
3,070,000 
1,064,000 

1,648,000 

1,017,000 

896,000 

3,706,000 
14,431,000 

1,117,000 
967,000 

Value based 
on market 

quotations at 
March 2, 1974 

$27,200,000 

$ 3,983,000 

$ 840,000 
715,000 

$ 1,555,000 

$15,666,000 

857,000 
2,929,000 
7,309,000 
6,552,000 
6,189,000 
2,370,000 

919,000 

1,479,000 

824,000 

891,000 

3,229,000 
12,031,000 

825,000 
845,000 

DISCLOSURE IF THE A•OVE PAGE IS LESS CLEAII THAN THIS STATEMENT. IT IS 
DUE TO POOII PHOTOGRAPHIC QUALITY OF THIS DOCUMENT, -..., ., 
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SCHEDULE I - MARKETABLE SECURITIES (Continued) 
MARCH 2, 1974 

Name of issuei: 
and title of issue 

Common stocks: (Continued) 
Philadelphia Electric 

Company 
Pittsburgh National Corp. 
San Jose \~ater Horks 
Shawmut Association, Inc. 
Source Capital, Inc. 
State Street Boston 

Financial Corporation 
TI Corporation of 

California 
Toledo Edison Company 
Other 

Total marketable securities 

Number of 
shares or 
units -

principal 
amount of 
bonds and 

notes 

88,700 
286,500 

30,800 
68,423 

1,065,159 

64,239 

55,500 
32,000 

111,114 

3,393,491 

$ 

Amount at 
which 
shown 

in balance 
sheet 

1,818,000 
9,734,000 
1,071,000 
3,533,000 

10,508,000 

2,609,000 

1,200,000 
837,000 

2,702,000 

$ 99,716.000 

$132,743,000 

Value based 
on market 

quotations at 
March 2, 1974 

$ 1,685,000 
9,526,000 
1,124,000 
2,669,000 
9,853,000 

2,377,000 

1,027,000 
828,000 

3,912,000 

$ 95.916.000 

$128,654,000 

I 

il 
l' 
I 
i 
I 
.~ 

! 

!\ 
I ·.• I , 
I . 

I 
b 
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DISCLOSURE 

Name of issuer 
and description of 

investmen~ 

March 2, 1974: 
Investment in common 

a tack of \olesco 
Financial n 
Corporation (''Wesco ) 

SCHEDULE I II 

INVESTMENTS IN EQUITY IN EARNINGS OF, AND DIVIDENDS 
RECEIVED FROM AFFILIATES AND OTHER ·PERSONS 

Balance at 
beginning nf period Additions 

Equity 

Deductions 

Distributions 
of earnings 

taken up in 
earnings of 

by person ,in 
which earnings 

Amount were 
Numbe1.· in affiliate for 

Q;h!l!. taken Uj! 
of shares dollars the Eeriod Purchases 

~1,455,000 ~8 '125,000 ~218,000 ~451,000 
518,860 ~8,099,000 (3) 

(l) (l) (l~ (2 

Balance at 
end of Eeriod 

Amount 
Number in 

of shares ?ollars 

1,058,042 ~17,446,000 
(4) 

--.~ ts the investment in Wesco at March 3, I973 represented 

As 2~x~~a~~e~e!~o ~~t~u-~s ~~n~~~fc~~~~t:~~eea~L~;~~t~~d s;~t~;~ ~~ :~~!~~~~~e 2;7,}ui*c~::temg~~ 1973~i~~e o~c!:~~;ai~~eased (-l) 

(2) 

(3) 

(4) 

• o • t ol defined inter al~a as ownersu-? d• 
approval to obta~n con ~ d d nne investment under the e:quity metho 0 

its ownership beyond 2S,o an recor e . . 
i for income taxes on the portion distr~buted. 

the 'ncome statement is $.32,000 less due to provis on 
The amount· shown in ... 

Amortization of the excess Of equity in Wesco's net assets over cost. 

Represents 44.6% of Wesco's outstanding stock. 

-''"•t 
/.-

"' I 
00 

!fTHE'•AIOYE PAGE IS LESS CLEAR THAN THIS STATEMENf, IT IS 
f:,!!E TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT, !' 

•'1'.\· ·• DISCLOSURE IF THE AIOYE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY. OF THIS DOCUMENT. 
W . · . II u 

ji 

,~ . 



DISCLOSURE 

SCHEDULE V- PROPERTY, PLANT AND EQUIPMENT 

Classification 

Year ended March 3, 1973: 

Land 

Buildings 

Furniture, fixtures and 
equipment 

Leasehold improvements 

Year ended March 2, 1974: 

Land 

Buildings 

Furniture, fixtures and 
equipment 

Leasehold improvements 

$ 

Balance at 
beginning 
of period 

2,900,000 

5,572,000 

8,897,000 

3,406,000 

$2~.Jz~.ooo 

$ 2,900,000 

5,703,000 

8,957,000 

4,116,000 

$21!676!000 

(1) Reclassifications to other accounts, 

IF THE AIOVE PAGE II LESS CLEAII THAN THIS STA1'EMENT, IT IS 
DUE TO POOII PHOTOGIIAPHIC QUALITY OF THIS DOCUMENT. 

-- - - ~- ------~-

$ 

Additions 
at cost 

33,000 

383,000 

911,000 

$1,327,000 

$ 52,000 

629,000 

398,000 

$1!079,000 

Other 
changes 

add 
Retirements (deduct) 

$ 6,000 $104,000 (1) 

236,000 (87,000)(1) 

184,000 (17,000)(1) 

$426,!,00~ $ 

$297,000 

227,000 

$524,000 

Balance at 
end of 
period 

$ 2,900,000 

5,703,000 

8,957,000 

4,116,000 

$21,676,000 

$ 2,900,000 

5,755,000 

9,289,000 

4,287,000 

$22,231!000 

tn 
I 

>r> 

.- ' DISCLOSURE IF THE AIOVE PAGE II LEII CLEAII THAN TMII STATEMENT, IT IS 
DUE TO POOII PHOTOGIIAPHIC QUALITY OF THIS DOCUMENT, -- ... , 



SCHEDULE VI - ACCUMULATED DEPRECIATION, DEPLETION 
AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMEN! 

Balance at Charged to 
beginning costs and 

Description of period expenses Retirements 

Year ended March 3, 1973: 

Buildings $ 1,935,000 $ 239,000 

Furniture, fixtures and 
6,252,000 798,000 $189,000 equipment 

Leasehold improvements 1,655,000 317,000 116,000 

$ 9,842,000 $1,354,000 $305,000 

Year ended March 2, 1974: 

Buildings $ 2,198,000 $ 236,000 

Furniture, fixtures and 
$271,000 equipment 6,794,000 720,000 

Leasehold improvements 1,899,000 397,000 196,000 

$10,891,000 $1,353,000 $467,000 

(1) Reclassifications to other accounts. 

Other 
changes Balance at 

add end of 
(deduct) period 

$24,000 (1) $ 2,198,000 

(67,000)(1) 6,794,000 

43,000 (1) 1,899,000 tn 
I ,..... 

$ $10,891,000 0 

$ 2,434,000 

7,243,000 

2,100,000 

$11,777,000 

.-------------;=:;:--------------"·-·----
DISC. I jOSURE® IFTHEABOVEPAGEIILEIICLEARTHANTHIIITATEMENT.ITII 

L,l DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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SCHEDULE XVI - SUPPLENENTARY INCONE STATENENT INFORNATION 

Charged 
to costs 

~ 
and expenses 

Year ended Narch 3 I 1973: 

Naintenance and repairs $1,092,000 
Taxes other than income taxes -

Payroll. 1,394,000 

Other 754,000 
Advertising costs 1,034,000 

Year ended Narch 2 1 1974: 

Haintenance and repairs $1,120,000 
Taxes other than income taxes -

Payroll 1,528,000 
Other 734,000 

Advertising costs 1,012,000 

No royalties or research and development costs were incurred. 
Depreciation, amortization and rents are disclosed in the notes 
to consolidated financial statements. 

Dl S. · c· ·· • ~osu RE® IF THE A lOVE PAGE II LEIS CLEAII THAN THIS STATEMENT. IT~~ 
l.i DUE TD POOII PHOTOGIIAPHIC QUALITY OF THIS COCUMENT. 
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Blue Chip Stamps 

Consolidated Balance Sheet 

Molen 2, 1974 and Match 3, 1913 (Notol) 

ASSETS 

Currant ossots: 

FINAL PROOF 

1974 

Cosh ...................................................................... '"""'""'""""""''""""'""""'"""'" ......... .., .............................. S 3,013,000 • 
Mcri<etoble securities (Notes 3 and 5) .................................................................................................... 132.743,000 
Accounts recelvobla....................................................................................................................................... 41.034,000 
Merchandise end supplies Inventories, ot tho lower 

of cost (first· in, first·out) or merkel ........................................................................................... ..,.......... 10.355.000 
Prepaid Income taxes end other oxponsesiNote 6) ...................... , ......................................... ,.... 4.879.000 

Total current ossots ........................... ~ ........................................................................................... 155,024.000 
Property, flxlures end eqoJipment, ot cost, tess 

occumutolad depreciation end omortlzollon (Note 4) ..................................................... ,, ......... . 
Unamortized debenture discount .................................................................................................................. . 
Investment In Wesco Rnonciol Corporation (Note 1) .......................................................................... .. 
Excess ol cost over equity In net assets of See~ Candy 

10.454.000 • 
982,000 

17,446.000 

Shcps.lncorpcroted. tess occumutoted omortizCJtlon (Note 1) ............................. :...................... 16.314,000 
S200.220,000 

ltAIIltTIES AND STOCKHOlDERS' EQUITY 

· Cu11.:nt t:oJblii:tas: 
Accounts poycble end accrued expenses ....................................................................................... S 8,14~.000 

Note payoble to bonk ................................................................................................... ~ ............................ . 
Current portion of tong· term debt ............................................................................................................ . 
Income taxes poyoble (Note 6) .............................................................................................................. .. 
Uobltity for unredeemed trading stomps (Note 2) .......... : ................................................................ . 

Total current llobllllles ............................................................................................................ : ...... . 
long·term debt. tess current portion (Note 5): 

Notes payable to bonk ......................................................... .., .................................... , ................................ . 
M<'X. Subordinated Debentures due 1978 .......................................................................................... .. 

Totollong·term debt ................................................................................................. ,,"''""''"'""" 
Stockholders' equity (Notes 5. 7 end 11): 

Common stock. per value Sl.OO 
Shores outhortzed - 7,000,000 
Shores outstanding- 5,179.000 ............................................................................................................ . 

Pold·in copltol ................................................................................................................................................... . 
Retained GOmings ......................................................................................................................................... .. 

8.881.000. 
2.858.000 

78.776.000 
98.661.000 

33.000,000 
8.672,000 

41.672.000 

5.179,000 
1.579.000 

53,129.000 
Totol stockholders' equity .................................... ,...................................................................... 59.887.000 

$200.220.000 

Soo OCC~V'I'O nol&s to consofidalod financial stmoments 

1973 

S A,196,000 
144.o0l.OOO 

4,148.000 

13.114,000 
4.792,000 

170,851.000 

10.785.000 
1.347.000 

16.7A1,000 
5199.724.000 

s 8.626,000 
1.000.000 
5.751,000 
4,027.000 

93.351.000 
112,755.000 

23.004,000 
10.840.000 
33.844.000 

5,179.000 
1.579.000 

46,367.000 
53.125.000 

S199.724.000 

DISCLOSURE IF THE AIOVE PAGE IS LESS CLEAII THAN THIS STATEMENT, IT IS 
DUE TO POOII PHOTOGRAPHIC QUALITY OF THIS OOCUMENT. 
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Blue Chip Stamps 
FINAL PROOF 

Consolidated Statement of Income 

fltt\"lw~ll"""s Endod March 2. 1914and MlrCI\3. 1913 (Noto1) 

1Q7~ 

Revenues· 
Stomp seMce revenues (Note 2). . .......... ..................... ..................................... ...... .. .. ........ 5 51.375,000 
Incentive soles .......................................................... .................................................................. ...... ............ 6,261.000 
Candy soles.................................................................... ................................................................................... 35.780.000 
lnloresl and dividends . ...... ........... ............................................................................................ .................... 8.260.000 
Other ...................................................................................................................................................................... 543.000 

Costs and expenses: 
Cost ot redemptions end soles (Note 2) ................................................................................................. .. 
Selling, general and odmlntslrolive expenses ..................................................................................... .. 
Interest o(1d dlscou~l omortl~ollon ............................................................................................................ . 

Income bet01e Income foxes. equity In net Income of 
Wesco Flnonclol C01porotion, securilies losses end 
extroordinorv charges ................................................................................................................................. .. 

Provisio.' f01lncome taxes (Note 6) ................................................................................................................ . 
Equity tnnet income of Wesco Financial Corporollon (Note 1) ........ : ................................................ . 
Income befo<e securiiiE'S tosses end exlroo<di~ory charges . 
Socunhes lcssos.less income lox effect ................................................................................................... . 
Extro01drnorv charges (Note 11) ....................................................................................................................... . 

102.219,000 

68,156.000 
21,263.000 
3,962.000 

93.381,000 

8.838.000 
(2.071 ,000) 
1.423.000 
8,10(1.000 
(165.000) 

Net Income ............................................................................................................................................................... 5 8,005.000 

Per shore (Note 8): 
Income before securities tosses end extroordlnorv charges ...................................................... .. 
Secltlltes losses ............................................................................................................................................... .. 
Extro01dinory charges .................................................................................................................................... . 
Net Income ......................................................................................................................................................... . 

Consolidated Statement of Stockholders' Equity 

frnv t .. 'O 11..-s Ended Morel\ 2.1914 and March 3.1973(Noto1) 
Commor:. 

51ocl<. 

Bofonceol Morch4.1972 .................................................................................................. 55,039.000 
Exercise of stock options................................................................................................ 140,000 
Cosh dividends of 5.24 per shore ............. ~ ........................................................... .. 
Net Income ............................................... ., ..................................................... ., ............... .. 

Bolonce ot Mcrch 3, 1973.......................................................................... ....................... 5,179,000 
Cosh dividends of S.24 per shore (Note 5) ........................................................... .. 
Net Income ........................................................................................................................ . 

Science ot March 2. 1974 ................................................................................................. 5_5. 179,000 

51.58 
(.03) 0 

51.55 

Patd·ln 
Capitol 

s 862,000 
717.000 

1.579,000 

S1,579,000 

1913 

5 86.736.000 
3,624.000 

32.049,000 
7,315.000 

599,000 
132.323.000 

s 

95.662.000 
21.729.000 
2.996.000 

120.387,000 

11.936.000 
(3.826.000) 

~ '0~.00':' 
{52.00vl 

(925.000) 
7.101.000 

5156 
(02) 
(.18) 

51.38 

Reto1ned 
Eomtngs 

540,480,000 

(1.214.000) 
7.101.000 

46,367,000 
(1,243,000) 
8,005,000 

5 53.129.000 

'.,,.------
0
--

1
-s--c--.--•

0
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Blue Chip Stamps 
FINAL PROOF 

Consolidated Statement of Changes In Financial Position 

F•ttv·two \'.l>oks Ended Mcrch 2. 1974 end Mo•ch 3. 1973 (Nolo I) 

1974 

Working capitol was provided by: 
Income before ex!roordlnory charges ................................. : ................................................................. S 8,005.000 
Income charges (crodits) not offoctlng working copllol: 

Oepreclotlon end omortlzollon.............................................................................................................. 1,931 ,000 
Minority Interest In net lncomo of See's Candy Stlops, Incorporated................................... ?2.000 
Dividends received from Wosco Flnonclol Corporotlon............................................................ 419.000 
Equity ln net Income of Wesco Finonclol Corporollon (Nolo 1) .............................................. _ ().423,000) 

Working' copilot provided by operations............................................................................................... 8,954,000 
Notes poyoblo to bonk (long·term portion)......................................................................................... 16.996.000 
Exercise of stock opllons ................................................................................. , ............................................ . 
Minority lnterestln See's Candy Stlops. Incorporated ..................................................................... _ .l221Q09J 

Working capitol was used for: 
Excess of cost over equity In net assets of See's Candy Stlops, lncorporoled ................... .. 
Property additions, net ................................................................................................................................... . 
Payment of dividends ................................................................................................................................. .. 
Transfer of long·term debt.to short·term debt .................................................................................... .. 
Debentures purchased for retiremenl ................................................................................................... .. 
Investment In Wesco Flnonclol Corporation (Note !) ....................................................................... . 
Extroordrnory chor:;es (No!e 11) .......................................................................................................... ,, .. 

~. ~2S..C!JO 

4,000 
1.022.000 
1.243,000 

,8.881.000 
287.000 

16,224,000 

27.661.000 
Increase (decrease) ln working capitol.. ................................................................................................... ~ .l\·733.000) 

Increases (decreases) In components of working copltol: 
Cosh ................ , .................................................................................... : ................................................................. s (1.183,000) 
Marketable securities...................................................................................................................................... ( 11 ,858,000) 
Accounts receivable ............................................................................................ ,......................................... (114,000) 
Inventories ........................................................................................................................................ :................... (2,759.000) 
Prepaid Income foxes end other expenses......................................................................................... 87,000 
Accounts payable end accrued expenses......................................................................................... 480,000 
Note payable to bonk (short·term) ................................................................................... ::...................... 1.000.000 
Current portion of long·lerm debt............................................................................................................. (3,130.000) 
Income taxes payable................................................................................................................................... 1 , 169,000 
lloblllty for unredeemed trading stomps............................................................................................... 14,575,000 

Increase (decrease) In working copllol ...... , ............................. ,........................................................... ... S {L733~000) 

See occompon~;ng notes to comolidotod financial stotemonts 

1913 

s 8,026.000 

2.141_.000 
35,000 

10.202,000 
1.496.000 

857,000 
. (1 .070.000) 
. 11. 485,000 

978.000 
1,206.000 
1,214,000 
5.751.000 

1.0.074.000 
s 1.411.000 

s 208.000 
9,870.000 
(799,000) 

(1 .073.000) 
735,000 

(796,000) 
(l ,000,000) 

(299.000) 
(1,329.000) 
(4,106.000) 

$ 1.411.000 

DISCLOSURE IF THE AIOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Blue Chip Stamps 
FINAl, PROOF 

Notes to Consolidated Financial Statements 

Note I-Subsidiary campanlo>: 
The consOlidated finoncrol statements tncludo the accounts 
of tho Compon\' and 1ts 99%·o'''ned subsidiary. See's 
Candy Shops. Incorporated (See's) The excess of cost over 
equity in the not assets of See's Is berng omoriiz~d over 40 
yoors; omorirzolion amounted to $431.000 and 5420.000 for 
tho fiscor veers ended rn 1974 ond 1973. 

At March 3. 1973 the Company owned 21.9% of the 
outstanding shores of Wesco Financial Corporation (Wesco) 
common stock ot o cost of $8,099.000 The Company hod 
Increased its ownership lo 24 9% ot Apnl6, 1973 and applied 
lo federal and Cohfornlo regulatory authorities to obtain 
control of Wesco (defined Infer olloos ownership of more 
than 25%) Such permission was granted in September 1973. 
Tho Company's ownership of We~ co r,os Increased to44.6% 
through March 2. 1974 and to opproxrmotely 57% through 
Aprll12.1974. Tho Company's lnvostmenlln Wesco Is 
recorded at cost plus equity In nel eomlngs for Wesco's year 
ended Oecembor 31, 1973: the $12.780,000 excess of equity 
in the no I assets of Wesco over cost :s betng amortized over 
40yeors. Such omoriizolron amounted to $218,000 during 
the lio;cotyeorended '" 1974 Summorl,ed finonciol 
lnformolton of Wesco tor I he yoor ended December 31, 1973 
fotto .... .,: 
Assets-

Cosh and marketable securities .................... S 40,112,000 
.cons recetvobte.less uneomed loon fees, 

unrealized profit and loons In process .... 389.084,000 
other assets ............................................................ __1.~284.00.Q 
Total assets ........................................................... S4_5j .980.000 

Liobilltles and stockholders' eqwty-
Savings deposits.... ..... ........................... ............... 5345,530.000 
other llobi~lles ............................................... _18A99,00_Q 
TololliObilllies . . . . . ....... ...................................... 384.429.000 
Stockho!dQrs'equity ............................................ _61.5§.1,~9 
Tolc>lliobifilies and stockholders' equity ....... ~~~1.'1.80,QOO 

Toto! Income .. .... . ....................................... S .. 34~S~.pgs> 
Net earnings ........................................................... ~·-~·.60~:Q0.2 

Per shore .................................................................. . $1.94 =-
Note 2-Stamp servlco accounting: 

Tr,e Company recognizes stomp service revenoos upon 
issuance of lis trading stomps and provides o llobllity 
occr:>unl for unredeemed trading stomps consisting of fhe 

cost of merchandise and rotated redemption exponses. For 
a number of years tho Company has modo stollslicat 
evoluolions of 1ls re<1emptions. Basod upon anatys1s of such 
evotuollons, the Companypros(!ntlyestlmates that97 !>'!. ol 
all stomps ISSUed will ultimately be redeemed Tho h•~b1hty 
for unredeemed trading stamps of $78.776.000 at March 2. 
1974 included $64.431.000 for the cost of merchandise and 
Sl4,345.000 for red?mpllon expenses 

Nolo 3-Morkotabto socurltlos: 
Following Is a summary of marketable socuritles, which ore 
stated at cost' 

March 2, 1974-
Short·lermtnvesliments ..... S 31.164,000 S 31.163.000 
Preferred and 

common stocks ............ 101.579,090 .•. '1?...A71,000 

~.B~.l!f.3~2oo. S! 28:6S.:,9Dq 

March 3,1973-
Shori·lerm lrwestmer.ts .... s 21.298,000 s 21.298,000 
t'referred ono 
common~!ocks .............. J.?.~·~01,Qil!l . J.27.5J04,900 

$144.601.000 s 148.302.000 
;.;:-.;r·;;._-,:_:_=.~~ ;,.:_:::;::_;,_::.;:-c=-

Nolo 4 -Proporty,tlxturcs and equipment: 
Following Is o summary of properly. fixlures and equipment 

Land ............................................ .. 
Buildings ..................................... . 
Furniture. Ordures 

ond equrpment .............. .. 
Leasehold 1mprovemenls ... . 

Less occumuloled deprecl· 

Morch2. 
~.J.?l~-
s 2,900.000 

5.755,000 

9.289.000 
--~28].000 
22.231.000 

olion and omortlzotlon... . • 1 1,77].,000 
go~1!J?,(IOO 

Match3. 
__ 1973 • 

s 2,900.000 
5,703.000 

6,957.000 
__ 4JL6,ooo 
21.676,000 

10.891,000 
s T_P. ~ 81,()00 

Depreciation and omortizotlon of properfl•. fixtures and 
equipment ore provided by straight line and occel<?roled 
methods over the estimated u~efulllves of the msots iofol 
provisions amounted to $1,353.000 and 51.354.000 for the 
trscol yeors ended in 1974 and 1973. 

.. ,,..--------D--1-S-C--.-'0--S--U-R--E-®-::R=::--I-f_T_H_E_A_I_O_Y_E_P_A_G_£_1_S_L_ES_S_C_LE_A_R_T_H_A_N_T_H-IS_S_T_A_T_E_M_E_N~T-. -IT IS 

l,.l DUE TO POOR PHOTOGRAPHIC QUALITY Of THIS DOCUMENT. 

>! 

l 
l 

I 
J 
l 
! 

! 



f 
I. 

\ 
t· 
i 
f 
f, 

I 
\ 

I 
\ 
! 

I 
l 
I. 
i 

l. ,, 
\ 
~I 
I 
I •. 
I 
I 

i 

f 
l 
l 
' I 

L 

1 

I 

i 
L 

Blue Chip Stamps 
FINAL PROOF • 

Notes to Consolidated Financial Statements (Cont.) 

NotoS-long·torm dobt: 

In January 19741he Company refinanced a bonk loon of 
$28.755,000 and oblolned S11.245,000 lr\ oddillonol funds. 
The rosulllng bonk loans ol March 2. 1974 oggrogoling 
S40,000,000 ore repayable beginning January 1975 in 
onnuollnstollmenls of S7,000,000 lhrough 1978 and 
S6,000.000 rn 1979 onc/1980 lnlerest Is payable monthly ot 
one·holf toone percent above prime rale.lnoddllion lo the 
sleek or See's and Wesco. securities hm;ng on oggregole 
merkel value or cpproxlmclely two· thirds the unpaid 
balance ore pledged os colloterol. Under the most 
restrlcllve covenants of the loon agreements, total 
unsUbordinoted long· term debt (including the loons) may 
not exceed ths sum of stockhclders' eqully and 
subordinated debt, ond the Company's current liabilities 
may nol exceed the oggregole of cosh. unreslricted 
morkeloble securilies and merchandise Inventory. 

The deber.tures .::re subordinated lo senior Indebtedness 
os defined rn tho underlying indenlu:e. Alleosl20% of the 
debentures must be oold too sinking fund annually 
beginning Dccemb<o>rl. 1974, end tho Compon\' moy 
redeem debentures otter December 1, 1974, Under lhe lerms 
of lhe lndenlure,the Company Is permitted lo pay cosh 
dividends In any fiscal year in on amount not to exceed lh€ 
greater of (a) 24 cents par shore or (b)25% or the nellncome 
tor lhe preceding fiscal year. Dividends may not be paid If 
the Company Is In arrears In any sinking luna payments. 
During the fiscal yoor ended in 1974 the Company 
purchased S28 7.000 principal amount or debentures for 
retirement. 

Noto 6 -lncomo toxos: 

The Income lox provision or S2,071.000 for the fiscal yoor 
ended In 1974 was 23,4% of pretax income or $8,838,000. 
Following Is o summary of lhe differences between the 
federal statutory role and this effective percentage: 
Slolulory lncomo lox rote............................................. 48,0% 
Dividend exclusion......................................................... (27.7) 
Slate Income taxes. net or 

fed,erollncome lox benefit .................................... . 
All olhor (net) .................................................................. .. 
Elfeclive lnco:ne tm rote ............................................ , 

DISCLOSURE 

Prepaid Income foxes or S3,815.000 and $3,802.000 ol 
March ?.,1974 and March 3,1973 resull prlmonly rrom 
deducling certain redemptron Cixpemes for rncome lox 
reporting purposes when slornps ore redeemed and lor 
financial reporting purposes \vheR stamps orl~ issued Tho 
net Increase in prepaid rncome taxes reslrfl,ng from hmrng 
differences amounted to $13,000 and S851.000 lor tho frscol 
years ended in 1974 end 1973 

At March 2. 19741he CompC' ··'/hod coprtolloss 
corry·f.:>rwords of S1.883,000 ol, loble for offset against 
capitol goim of $1,300,000 and, 583.000 through fiscal 
years ending In 1977 ondl979, 

lnveslmenl tax credits, which hove not been material. ore 
recognized as the lox benefils ore reohzed. 

In 19721he Company racelved onotico of deficiency fran• 
the lnlernol Revenue Service claiming oddilionol taxes of 
opproxlmolely $7,500,000, excluding interesl, for lhe thrllo 
fiscal years endodln 1971. Of this amount. mc.re lhon 
S5,500,000 resulls from tho Service's conlftnlion thai the 
Company has overstated its liability loruo•~rl"'""'"rl stornr's 
by overesfirncling tho number of stomps ~~~ .... r:d lf.'h1:.h w,a 
ulllmolely be redeemed Srnce ils Inception in 1956,1he 
Company's financial statements and 1~:. r-turns hove ocon 
prepared on the bmis thol97 5% of all ;.;.:imps issued will 
ultimately be redeemed. This percentage has been based 
upon annual stotislicol ovoluollons of stomp redemptiOns 
The Company disagrees lvrlh the Service's position and 
accordingly hospelilloned the United Stoles Tax Court lor o 
detorminolionthot there ore no additional federal Income 
taxes due for the fiscal year ended In 1971 and prior years. 
The other Jh;ms In lhe no lice involved the disallowance of 
certain expenses and were settled In January 1974 for 
opproxlmolelv 5200,000. The California FroncniSe Tax Boord 
proposed assessment of oddrhonoltoxes based on the 
federal notice. and lhe Company filed o prolesl. 

Nolo 7- Slack options: 

Under lhe Company's qualified stock oplion plan, oplions lo 
purchase shores of the Company's common sleek were 
outstanding at March 2, 1974. os follows: 7 .200shores ot 
S14.75 (including 5.325 currently exercisable) and 18.000 
shores ol S15.1875 (of which 4,500 were currently 
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e;.:l'~r>.;isabte ), No 0ptior1s were granted or exercised c_Juring 
the fi:..cal verjr. 

Note S.,...P~rshar~ computations: 

Per shor~~ omounls ore based upon !he weigh led overage 
f'\Umber t:_~t shores of common stock outsloi"Jding during the 
t,<col veorod)usled for the dilulive effect of outstanding 
stock options. 

Note 9- Pension plan:· 

The Ccmpo!'ly hes. a nqrcontrlbutory pension plan whlch 
ccver~-t=>mplo)'P-~s rneetlng certain eliglblhly requirernenls. 
1hepf~lf1 i;; runQ13d Ort!'lUo!ly and lhe cost for the fiscol):eors 
ended 1n 19 74 r;nd 1973 approximated 5120.000 a net 
S300,({l\}_ There are no unfunded prior seNice cosls. 

Note iO -lease commilmen!s and rental expense: 

At March 2. 1974 minimum rental commifrnenls are as 
fol/0\·Js· 

Fiscal year ending in-
i97o .......................... . 
1976... ........... ... . ...................................... . 
1977.. .. .............................................. .. 
1978 .......................................................................... . 
1979 .. 

Five fiscal year; ending in-
1984 ............................ ,.,, ........... , ............................ . 
1989 ............................................................................ .. 
1994 .......................................................................... . 

$2.662,000 • 
2.289.000 
1.782,000 
1.455.DOJ 
1.282.000 

3.428.000 
988.000 
253.000 

The net rental expense was S3,708,000ond 53,645.000/or 
the fiscal rears ended in 1974 and 1973. Rentals applicable 
1o candy operolions ore generally determined on the basis 
.:1 a fixed percer,toge of sales subject loa specific minimum 
rental. Such minimum rental expense, which is included 
above. was 5834,000 and 5790,000 for the lisco' years 
ended 'nl974 ana1973. 

Note H- Legal proceedings; 

During me fiscal year ended In 1973. the Company settled 
eie·;en lawsuits for 51,923.000. The seNtemenls.less 5998,000 
applicable income·to.-<es. were charged against income as 
exJraqrdinory charg_es. 

Pursuant to a cor :en! tinct judgment entered in 1967. the 
Company in June 1972 submiHea for approval by the United 
States District Court a plan to offer for sole one third of its 
Ccllitomio fjOding stamp business located wiihin b 

contiguous geogropnlcal area in Southern California In 
January 1973. the Court made on order (1) disapproving said 
plan, (2) requiring the Company to conttnue efforts to 
negailale c1 sale and (3). calling for the appornlment of en 
independenr experllo sludy the feasibility of o sale or 
spin·otf of c1 oortlon of the Campan1"s trading stomp 
business under existing conditions. The report of the 
independent expert I"IOS not yet been filed with the Court. 
The Company brdifJvns !hal suet) a sole or spin-off. 1f 
consummated under existing market condliions, wou!d 
compel the Compan·,. to discontinue·-issuance of its hading 
stomps. 

The CcmpCJnJ1 is a defendant in a purported class action 
fried March 1. 1971to recover lor stamp savers monies 
collected by ilos reimbursement tor CoUfornio soles taxes on 
redemption at stamps. Plorntlffs claim that redemption 
iransacllons are no\ taxable and trot cit such collection$ 
should b,, returned, or allernollvely, thai such colleclions 
exceeded lh1:':- loY properly pnyoblq 0'1d such e)'cc:;s S~JC"U~d 
be returned.l~lO Company has p~Jid sales lox~5lo ihe slate 
equcllo Its rilimbursement collections. The Company nos 
asserted t;:lolms against the slate ror reimbursement of all or 
part of ar1• roE~covery by plarnliffs. Following denial of these 
claims by 1h:o de! e. the Company cross-complained 
ogcinsllhe stole seekrng iridemnily. The original complaint 
was amended to assert fraud and to seek punitive 
damages. <Jn June 1. 1973 h·1o partial summery judgments 
were entere·d by way of interlocutory orders, neither of which 
hasyel become final orappeclcbte.1he firs\ vms in favor of 
the Company lo lhe.effectthcllhe redemption transactions 
were taxable. The second was in favor of plaintiffs to the 
effect thai e1e Company's col1ections exceeded the tax 
propertypoyable.ln !he opinion of counsel for the Company 
the second partial summary judgment was erroneous. Issues 
relating to t11e ~loss action aspects of the case remain 
unresolved t::J/oilg with a number of issues of fact Maximum 
licbilily in respect of this action is estimated at 57,000.000 
less the am<)Unl of any money \Vh!ch rnay be recovered on 
\he claimscl)ainsllheslalc Counsel believes the prospects 
for such recovery to be good.ln the opinion of counsel for the 
Company. wbslantial defenses ore available. but counsel 
cannot predict the ultimate outcome of the action. 

A purportr;-ct class action was tiled on November 10. 1970 
against the Company and certain of its present and former 
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FINAL PROOF 

Notes lo Consolidated Financial Statements (Cont.) 

stockholders and directors. Tha complaint was filed on 
behalf of retailer users of Blue Chip stamps who tailed to 
purchase stock of the Company in a 1968 offering to retailer 
users. The complaint alleges damages to plaintiffs of 
521.400.000. together v.•ith exemplary damages at 
525,000,000. interest. attorneys' fees and costs, and prays 
that plainliffs tiave the right to purchase stock, or units of 
stock and debentures. or the Company on the terms at the 
1968 offering Tho action was dismissed with prejudice by the 
United Stoles District Court On October 15. 1973 a panel of 
three Judges of the Umled States Court of Appeals for the 
Ninth Circuli reversed the prior dismissal by the District Court 
and remanded the case tor furlher proceedings. In a 
two-to-one op1nion, the panel held that a class of persons 
v1ha were entitled Ia but failed to ourchase secunties or the 
Com pan\' in connection w1th the 1968 offering had standing 
to sue for damages under Rule 10b-5 of the Securities 
Exchange Act of 1934, if I hey could prove that such failure to 
purchase was inducec by alleged fraudulent 
representations of the Company and certain of its past and 
present officers, directors and shareholders On Aprill, 1974 

Report of Independent Accountants 

To the Boord of Directors and 
Stockholders of Blue Chip Stamps 

We have e~amlned the consolidated balance slleel of Blue 
Chip Stomps and its consolidated subsidiary as C! ~vtorch 2. 
1974 and March 3. 1973, and the related consolidated 
statements of income, slockhalders' equity and changes In 
financial position far the fiscal years then ended. Our 
examir.ofions \vere modo in accordanca \•,•ilh generally 
accepted audillng standards and accordingly Included 
such tests oft he accounting records and such other audi!ing 
procedures as we considered necessary in the 
circumstances. We dtd not examine lhe financialstolemen!s 
of Wesco Financial Corporation \oJhich fs accounted for on 
the equity method in !he consolidated financial statements 
(Note 1). These statements were examined by ather 
Independent accountants whose report !hereon has been 
furnished to us. Our opinion expressed herein. insofa.r as it 
relates to !he amounts included for Wesco Financial 
Corporation. is based solely upon such repon. 

!he Ninth Circuit denied a petition for rehearing and a 
requesllhallhe coso bo hoard by the entire panel <>f judges 
of the Ninth Circuit. The def£mdants \\'ill seek a revl~~w b,• the 
United Stales Sup;erne Court On June 21. 1971 plair.liffs filed 
a subslontially Identical ocl<on against the sam<: 
defendants in !he Los Angeles County Superior Coun'. butlhe 
Company has no! yet boen served with process in that· 
oclion. In !he opinion of counsel far !he Company. ut>an the 
feels now known and tho present stale oflhe law, lh<lre 
appear to be subslonliol defenses on the mertls Ia !he 
camplalnls in both"'" federal and stole actions. 

The Company, logclher with a number of oil comp11n1es 
and supermar~et chains, was named as defendant in. an 
antitrust action filed on July 12, 1971 by a California 
corporation formerly engaged in the trading stamp 
business. The colnp/alnt seet:s treble damages in substantial 
amounts plus attorneys' fee~ and costs. The Company h~·s 
not been served v1llh process. in !he opinion of counsel for 
lho Company, upon the facts known, the action Is without 
subslanlial merit. 

As explained In Note 11 to The accompanying financial 
stalemenls, !he Company is subject Ia certain legal 
proceedings. 

In our opinion. based on our examinations and the report 
of other Independent accountants, S.t.,tb;ect to file etfecl. if 
any, cf the legal proceedings referred taln the precedrng 
paragraph, the consolidated financial stalemenls present 
fairly !he financial position of Blue Chip Stamps and its 
consolidated subsidiary a! March 2, 1974 and March 3, 1973 
and !he results of their operolions and changes in financial 
posilion tor the fiscal \'SOlS then endt.:d. in conformity with 
generally accepted accounting principles consistently 
applied. 

G.. 
Las Angelas, California 
April 12. 1974 
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Item 1. Business. 
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(a) Registrant, incorporated in Delaware on March 18, 1959, acts ~s 
trustee under deeds of trust, invests in marketable securities, owns: 
and operates the Pasadena business block in which the qead office of 
its subsidiary Mutual Savings and Loan Association ("Mutual") is 
located and a minor amount of other property, and owns all of the 
outstanding Guarantee Stock of Mutual which serves the Southern 
California area through ten offtr.<Js, of which five are in Los Angeles 
County, three in Orange County, one in Ventura County, and one in 
San Diego County. Mutual has also received permission to open three 
additional branch offices in Upland, Oxnard and Cerritos, California. 
Mutual is engaged in the business of lending money, principally 
secured by first liens against real estate to enable borrowers to 
purchase, construct or refinance real property. Funds are provided 
largely from increase in savings deposits and principal payments on 
loans. The chief sources of income to Mutual are the e~cess of 
interest received on loans and investments over the interest paid on 
savings deposits, and loan fees and service charges received. ~!utual 
has a wholly•o1med subsidiary which acts as an insurance agent, 
principally for fire and extended coverage property insurance and 
mortgage life insurance. Mutual also owns an inactive service 
corporation. 

(b) (1) Mutual's savings deposits decreased by $15,742,000 in 1973 
compared to an increase of $31,490,000 in 1972. Its loan 
portfolio increased $21,022,000 in 1973 compared to an increase 
of $10,825,000 in 1972. Mutual's assets at December 31, 1973 
ranked 80th among the nation's savings and loan associations. 

(2) through (5) not applicable. 

(6) Registrant and its subsidiaries employed approximately 
L65 persons at December 31, 1973. 

(7) Compliance with environmental regulations has had no material 
effect as to registrant and its subsidiaries. 

(c) Registrant and its subsidiaries are engaged in only one line of 
business within the definition of this item. 

(d) through (f) not applicable. 

---·-· ------ ·----
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DISCLOSURE 

Item 2. Summary of Operntions 
(a) 

2 

STATEHENTS OF EARNINGS 

h'ESCO FINANCIAL CORPORATION 

Five Years Ended December 31, 1973 

(Not covered by independent accountants' current report) 

--~~--------~~~-----{car ended December 31, 
1969 1970 1971 J.972 

Investment income: 
Earnings of subsidiaries before taxes 

on income 
Interest on loans 
Interest and dividends on investments 

Total investment income 

Cost of money: 
Interest on notes payable 

Total cost of money 

T.oan fees and service charges 
Operation and net gains (losses) from sales of 

real property 
Rental of office premises, net 
Other income (expense), net 

General and administrative expenses 

Earnings before taxes on income 

Taxes on income: 
Current 
Deferred 

N.:!t earnings 

IF THE AIOVE PAGE IS LEIS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOI'I PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

' . 

_,. '·. 

$ 7,199,000 
11,000 

214.000 

7,424,000 

221,000 

221,000 

7,203,000 

54,000 

(6,000) 
283,000 

10,000 

7,544,000 

204,000 

7,340,000 

1,287,000 
2,074,000 

3,361,000 

$ 3,979,000 

4,905,000 
11,000 

2561000 

511721000 

2181000 

2181000 

4,954,000 

35,000 

312,000 
111000 

5,312,000 

2321000 

5.0801000 

994,000 
11037,000 

2,031,000 

3,049,000 

5,971,000 
10,000 

2791000 

61260,000 

205,000 

205,000 

6,055,000 

59,000 

238,000 
111000 

6,363,000 

2441000 

611191000 

2,530,000 
4651000 

2,995,000 

3,124,000 

8,177. 000 
10,000 

3461000 

8,5331000 

1851000 

185,000 

8,348,000 

73,000 

261,000 
111000 

8,693,000 

2571000 

814361000 

3,018,000 
1,0821000 

4,100,000 

4,336,000 

8,604,000 
9,000 

849,000 

914621000 

1931000 

1931000 

9,269,000 

47,000 

303,000 
(481000) 

9,571,000 

2981000 

9,2731000 

4,263,000 
4021000 

4,665,000 

4,608,000 

..... t:~·~ ... 1,-D=-:I~S~C-=-:l.JO=-:S~U-=R:::-:E~-----~--~.;,...:: .. :r ... _~-··, • . . . IF THE AIOVE PAGE IS LESS CLEAI'I THAN THIS STATEMENT, IT IS . ,,:, t\ ." .~UE TO POOI'I P':'oTOGI'IAPHIC QUALITY OF THII DOCUf!!ENT. 
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Item 2. Summnry of Operations, Continuad 
(u) continuad 

3 

CONSOLIDATED STATENilNTS m· EARNINGS 

HESCO nNANCIAL CORPOHATION AND SUIISIDU\RIES 

Five Yours Ended December 31, 1973 

(Not covarod by independent accountants 1 current report) 

Investment income: 
Interest on lonns 
Interest and dividam.ls on investments 
Interest and dividends on invastmonts 

required by lm• 
Total investment income 

Cost of monay: 
Interest on snvings deposits 
Int<.'rest on notes payable 

Totnl cost of money 

~targin on invos tments 

Loan facs and service chargas 
Operation uml nat gnins (lossas) from sales 

of raal property 
Rental of office pramisos, net 
Other income, not 

General and administrative axpanses 

Earnings before taxes on income 

Taxes on income: 
Current 
Deferred 

Net earnings 

Earnings pel' capital share based on 2,373,2'b9 
shares 

'~------0-1-s--c-. --.-1

0
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1' 1.1 DUE TO POOII PHOTOGIIAPHIC QUALITY OF THII DOCUMENT. 

$ 25,503,000 
1,575,000 

$ 

374,000 

27,452,000 

16,573,000 
3,732,000 

20,305,000 

7,147,000 

1,767,000 

1,059,000 
283,000 
139,000 

10,395,000 
3,055,000 

7,340,000 

1,287,000 
2,074,000 

3,361,000 

3, 979.000 

$ 1.68 

25,866,000 
1,1,18,000 

469,000 

27,753,000 

15,283,000 
6,965,000 

22,248,000 

5,505,000 

1,169,000 

1,166,000 
312.,000 

33,000 

8,185,000 
3,105,000 

5,080,000 

994,000 
1,037,000 

2,031,000 

3.049.000 

1.28 = 

. . 

Your nndod Dcc<'mbor 31 
..!21.1 1972 

25,117,000 
1,7toO,OOO 

388,000 

27,245,000 

l7 ,298,000 
3,105,000 

20,403,000 

6,842,000 

1, 681, .ooo 

320,000 
238,000 
162,000 

9,246,000 
3,127,000 

6,119,000 

2,530,000 
'•65,000 

2,995,000 

3.124.000 

1.32 

25,'318,000 
2' 547,000 

251,000 

281116,000 

19,304,000 
611,000 

19,915,000 

8,201,000 

2,662,000 

622,000 
261,000 
126,000 

11,872.,000 
_ld36,000 

8,436,000 

3,018,000 
1,082,000 

4,100,000 

4.336.000 

1.83 

27,450,000 
3,413,000 

462,000 

31,325,000 

20,001,000 
1,313,000 

21,314,000 

10,011,000 

1,786,000 

831,000 
303,000 
44,000 

12 '975 ,000 
3,702,000 

9,273,000 

4,263,000 
402,000 

4,665,000 

4.608.000 

1.94 

DISCLOSURE 
IF THE ABOVE PAGE II LEIS CLEAII THAN THIIITATEMENT, IT IS 
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Item 2, Summary of Opet•ations 1 Continued 
(a) continued 

4 

STATEHENTS OF STOCKHOLDERS' EQUITY 

I~ESCO FINANCIAL CORPORATION 
and 

I~ESCO FINANCIAL CORPORATION AND SUBSIDIARIES 1 CONSOLIDATED 

Five Years Ended December 311 1973 

(Not covered by independent accountants' current report) 

Corrnnon stock: 
Beginning of yenr $ 
5')', stoclt dividend 

End of year 

Capital sm·plus: 
Beginning of year 
Excess of market value of stock dividend 

over par value of stock issued 

End of year 

R~tained earnings: 
Appropriated: 

Beginning of year 
Allocation of net earnings 

End of year 

Unappropdated: 
Beginning of year 
Cash dividends declared and paid 
Allocation of net earnings 

End of year 

Less stock dividends at market value: 
Beginning of year 
Narket value of stock dividend 

End of year 
Total retained earnings 

Total stockholders' equity 

,.--------------------~--~ 

DISc. • ·o.su R E ® IF THE A lOVE PAGE II LEII CLEAII THAN THIIITATEMENT. IT II 
l.l OUE TO POOII PHOTOGRAPHIC QUALITY OF THII OOCUMENT. 

1,360,000 
92,000 

1,952,000 

1719991000 

2,6381000 

20,637,000 

4119001000 
( 1,700,000) 

40,200,000 

614301000 .. 
5,679,000 

12,109,000 

(18,659,000) 
( 2, 731,000) 

(21,390,000) 

30,919,000 

$ 53.508.000 

Q 

. ·_r. ....... ~ 

119521000 
98,000 

2,050,000 

2016371000 

1,782,000 

22,419,000 

4012001000 
690,000 

40,890,000 

1211091000 

2,359,000 

14,468,000 

(22,390 ,000) 
( 1,879,000) 

(23,269,000) 

32,089,000 

56.558.000 

•' 

Yeat· ended December 31, 

2,0501000 
103,000 

2,153,000 

2214191000 

2,204,000 

24,623,000 

40,8901000 
330,000 

41,220,000 

14,468,000 

2,794,000 

17,262,000 

(23,269,.000) 
( 2,307,000) 

(25,576,000) 

32,906,000 

59.682.000 

2,153,000 
107,000 

2,260,000 

24,6231000 

11776,000 

26,399,000 

41,220,000 
367 ,000 

41,587,000 

17,262,000 

3,969,000 

21,231,000 

(25 ,5761000) 
( 1,883,000) 

(27,459,000) 

35,359,000 

64.018.000 

212601000 
113,000 

2,373,000 

26,3991000 

1,667,000 

28,066,000 

4115871000 
8591000 

42.4461000 

2112311000 
( 110751000) 

317491000 

23,905,000 

(27 14591000) 
( 1,780,000) 

(29,239,000) 

37 '112,000 

67.551.000 

DISCLOSURE IF THE AIIOVE PAGE IS LESS CLEAII<THAN Ti-llS STATEMENT. IT IS 
!IUE TO POOII PHOTOGIIAP!4IC QUALITY OF THIS OOCUII!IENT . . , 
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Item 2. Summary of Operations, continued. 

(b) Not applicable. 

Item 3. Properties. 

For financial data on property, plant and equipment of registrant and 
its subsidiaries, reference is made to Schedules V anq VI of the supplementary 
data filed with the financial statements as a part of this report. 

The o<:cupancy of the ten offices of Mutual, all serving Southern 
California, is as follows: 

Head office located at 315 East Colorado Boulevard, Pasadena, California, 
leased by Mutual from registrant, which is its parent company, under ten
year lease ••hich expires June 14, 1974. Registrant is purchasing the 
property from its subsidiary Hutual under Agreement for Sale of Real Estate 
dated ~lay 3!l, 1964. 

Canoga Park--Chatsworth office located at 8393 Topanga Canyon Boulevard, 
Canoga Park, California, ).eased by Nutual under a lease with a term of three 
years and two months to Hay 31, 1974, with two three-year renewal options. 
In January, 1974 Mutual exercised the option to extend the lease term to 
Hay 31, 1977. 

Capistrano--San Clemente office located at 530 Camino de Estrella, San Clemente, 
California, leased by Hutual under a three-year lease to ~lay 1, 1976, with two 
one-year rem:wal options. 

Corona del ~ta.r office located at 2867 East Coast Highway, Corona del ~tar, 
California leased by Hutual for a ten-year period which expires July 14, 1974. 
In February, 1974 the lease term was extended to July 14, 1979. 

Covina office located at 200 North Citrus Avenue, Covina, California, owned 
in fee simple by ~lu tua L 

Glendale office located at 336 North Brand Boulevard, Glendale, California, 
owned in fee simple by Mutual. 

Santa Ana office located at.63l North Hain Street, Santa Ana, California, 
leased by Mutual under a two-year lease to November 9, 1975, with three one
year renewal options. This office opened January 3, 1974. 

Thousand Oaks office located at. 1330 Moorpark Road, Thousand Oaks, California, 
leased by Hutual under a twenty-year lease to ~!arch 31, 1993, with a five-year 
renewal option. 

Vista office located at 1020 East Vista Way, Vista, California, leased by 
Mutual under a two-year lease to May 10, 1975, with four six-months renewal 
options. 

West Arcadia office located at 660 West Duarte Road, Arcadia, California, 
leased by Hutual under a ten~year lease which contains two five-year· renewal 
~ptions. The original lease term expired June 30, 1971, and the first renewal 
option to June 30, 1976 has been exercised by Mutual. 

In the opinion of management, all these properties are adequate and suitable 
for the needs of Mutual. 

----------·~----- r•""-__,_,_~~- ••. ft ._ ...... , ·-~ .. -- ~ .. _._....,_ _ --·· •·• 
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Item 4. Parents and Subsidiaries. 

There has been no change in the relationship of registrant to its 
c:ubaidiaries from that previously reported at Iteo1 3 of registrant's 1966 
and 1967 annual reports 011 Form 10-K, 

Item 5, Pending Legal Proceedings. 

The current status of actions reported in registrant's Form 10-K for 1972, 
in which Hutual was named as a defendant, .follows: 

(a) Orange County Superior Court Case No. 181923 - Harjorie A. 
Petherbridge on behalf of herself and all others similarly situated with 
respect to certain policies and actions of defendants, vs. Altadena 
Federal Savings and Loan Association, et al. 

This class action based on claims for payment of .. .J.ater~st on 
amounts advanced by borrowers for payment of prop~xt;r· taxes and 
insurance was filed Harch 22, 1971 against 39..Anivings and loan associations, 
including Hutual, making loans in Orange Ot~1mt}•· It is similar and in f~ct 
identical to actions filed elsewhere ill.California. The lower courc has 
dismissed the case as to HutuaL This has been sustained by the District 
Court of Appeals, but an appeal from that decision is pending in the 
Superior Court. Hutual and lts counsel do not believe there is material 
risk to Hutual. 

(b) Los Angeles Superior Court Case No. C 15911 - Stephen z. Heyers, 
et al. vs. Home Savings and Loan Association et al. 

This class action based on claims that prepayment charges provided 
in the notes and deeds of trust of savings and loan associations are 
improper was filed November 8, 1971 against 29 savings and loan associations, 
including Hutual, doing business in Los Angeles County. The lower court 
has held that the prepayment charges made were legal and valid; an appeal 
is pending, There does not appear to be material risk to Hutual in this 
matter. 

(c) U. S. District Court Central District of California, Case No. 
72-2991-LTL - Jack Goldman et al, vs. USLIFE Savings and Loan Association, 
et al. 

This action filed December 26, 1972 involves the prepayment charges 
on loans paid off before maturity and challenges the alleged practice of 
waiving the charge if the property is refinanced through the existing 
lender, claiming that such practice violates the Anti-Trust Laws. In 
addition to the alleged damages (tripled) and attorney's fees it seeks 
to enjoint the continuation of the practice. The case was dismissed as 
to Hutual on August 14, 1973. 

(d) Los Angeles Superior Court Case No. C 5394 - Darvin Howell, et al. vs • 
California Federal Savings and Loan Association, et al. 

This action challenges the practice of computing interest on a 
360-day year rather than a 365-day year and alleges damages from all 
defendants in an aggregate of $25 million. Hutual became involved in 
this action in 1972 when an amended complaint filed October 27, 1971 was 
served upon it. The case is pending. 

DISCLOSURE IF THE ABOVE PAGE IS LE$S CLEAR THAN THIS STATEMENT. IT IS· 
DUE TO POOR PHOTOGR~PHIC QUALITY 01' THIS DO'CU¥ENT . ...,, . 
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Item 5. Pending Legal Proc.<:fGdinss, continued. 

(e) Los Angeles Superior Court Case No. NWC 30507 - American Savings 
and Loan Agsociation vs. Robert R. Stueber, Wesco Financial Corporation, 
Mutual Savings and I.oan Association, et a:t. 

Mutual financed a large tract development called Friendly Valley. 
After some of the units had been completed and sold the developer 
defaulted, Mutual acquired the property qn foreclosure, and continued 
the development. American Savings and Loan Association in this action 
is claiming a 60-ft, easement over a part of the property on which 
Mutual allegedly constructed and sold residential units. This action 
filed November 3, 1972 by American against Mutual and those claiming 
interests in the property covered by the alleged easement seeks to 
establish easement rights, to eject those who are alleged to be on the 
easement and seeks alleged actual and punitive damages of approximately 
$2.7 million. Wesco is named as a defendant only because it is a trustee 
on several deeds of trust on portions of the property. Most of the 
individual property owners are being defe11ded by their title insurance 
carrier, Title Insurance and Trust Company, whom Mutual indemnified. The 
case is pending. 

(f) Los Angeles Cou;1ty Superior Court Case No. C 42824 - American 
Savings and Loan Association vs. Title Insurance and Trust Company, 
Mutual Savings and Loan Association. 

This action, filed November 8, 1972, arises out of substantially 
the same alleged factual situation as the previous one, plus the Title 
Insurance and Trust Company issued policies. of title insurance to the 
individual home owners without referring to. American's alleged easement 
and Mutual indemnified the Title Company in. connection with the issuance 
of such policies. This action seeks alleged actual and punitive damages' 
against the Title Company and Mutual of·approximately $8 million, on 
the theories of breach of contract, slander of title, illegal interference 
with a business relationship, inducement to breach of contract and 
unlawful conspiracy. The case is pending. 

(g) Los Angeles County Superior Court Case No. C 66361 - Martin S. 
Stolzoff dba Westminster Investment Company et al. Vf!. Mutual Savings 
and Loan Association. 

This action, filed September 5, 1973, challenges the assessment 
and collection by Mutual of late charges for tardy payment of real estate 
loan installments. It seeks to have the late charge declared invalid; to 
have all amounts collected by Mutual as late charges from plaintiff and 
all members of the class during the past four years, estimated to exceed 
$1 million, refunded to plaintiff for di.stribution to all parties entitled; 
and to secure an accounting of such latt: charges collected. The case is 
pending. 

(h) · Kern County Superior Court Case No. 123271 ~ Gabriel W. Solomon 
et al. vs. United Savings and Imm Association et al. 

Mutual was made a party to this action by amended complaint filed· 
October 3, 1973, bringing the number of savings and loan defendants to 
all but two in the State of California. The action is based on 
allegations similar to those in the Westminster vs. Mutual case (listed 
as Item S(g) above). The case is pending. 

Mutual and its counsel believe that Mutual has meritorious defenses to 
the legal issues which have been 2"aised in these actions. 

- .. --- -~ " '-· ~--""!0"'~·~-- ~-- --·- -
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Item 6. Increases and Decreases in Outstanding Eguit:t: Securities. 

Item 

(a) The increase reported herein involves registrant's capital stock, 
par value $1, which is its only class of stock. 

Number of shares of capital stock outstanding at 
December 31, 1972 as shown on registrant's balance 
sheet for its previous fiscal'year. 

Number of shares of outstanding capital stock 
increased by 113,013 shares issued as a stock 
dividend at the rate of one share for each 
twenty shares of outstanding capital stock, paid 
April 3, 1973 to stockholders of record at the 
close of business on February 28, 1973. No 
fractional shares were issued to the stockholders, 
but the aggregate of all fractional interests 
was issued to Security Pacific National Bank, 
sold by it on the New York Stock Exchange as agent 
for the stockholders, and net proceeds disbursed 
pro rata to the stockholders entitled thereto 

Number of shares of capital stock of registrant 
outstanding at December 31, 1973 

2,260,256 

113,013 

2,373,269 

(b) The 113,013 shares so issued we.re not registered under the Securities 
Act of 1933 because in the opinion of registrant's counsel the issuance of 
the full shares to the stockholders did not constitute "sales" within 
the meaning of Section 2(3) of the Act, and the issuance of the shares 
representing fractional interests to the stockholders' agent is exempt 
under Rule 236 of the General Rules and Regulations issued under the 
Act. 

7. Aee.ro:cima te Number of Eguit:t: Securit:t: Holders at December 31, 1973. 

(1) (2) . 
Number of 

Title of class record holders 

Capital (common) par value $1 3,865 

Item 8. Executive Officers of the Registl'!!,Ub_ 

Listing of registrant's executive officers follows. There is no family 
relationship between them. 

1. 
2. 

Item 9. 

Louis R. Vincenti, age 68, chairman of the board and president. 
~~rian H. Wiggins, age 63, secretary and treasurer. 

Indemnification of Directors and Officers. 

Registrant previously reported in its Form 10-K for 1970 the provisions 
for indemnificacion of directors and officers contained in its Articles of 
Incorporation at Article 9, Paragraph 6. 

Additionally, registrant has, effective November 3, 1972 for a three-year 
period, a Directors' and Officers' Liability Insurance Policy issued by MGIC 
Indemnity Corporation. Liability under this policy is limited to $1,000,000 
each loss and $1,000,000 aggregate liability each policy year for each director 
and officer, subject to $5,000 reten.tion (each loss), and insures the directors 
and officers of registrant and its subsidiaries Mutual Savings and Loan 
Association, WSC Insurance Agency and Wes-Fin Service Corp. 
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Item 10. Exhibits, Financial Statements and Schedules. 

Accountants' Report 

Index to Financ:Lal Statements and Schedules 

Financial Statements: 

Consolidated Financial Statements of Wesco Financial Corporation 
and Subsidiaries, December 31, 1973 and 1972 (with accountants.' 
report thereon). These consolidated financial statements and 
the accountants' report thereon are incorporated by reference in 
the annual report (Form 10-K) required to be filed by Wesco 
Financial Corporation under the Securities Exchange Act of 1934. 

Wesco Financial Corporation: 
Balance Sheets - December 31, 1973 and 1972 
Statements of Earnings - Years ended December 31, 1973 and 1972. 
Statements of Changes in Financial Position - Years ended 

December 31, 1973 and 1972 

Supplemental Information to Notes to Consolidated Financial 
Statements 

Schedules: 

Schedule III - Investments in, Equity in Earnings of, and Dividends 
Received from Affiliates and other Persons 

Schedule V - Property,. Plant and Equipment · 
Schedule VI - Accumulated Depreciation, Depletion and Amortization 

of Property, Plantand Equipment 

Schedules not included have been omitted because they are not 
applicable or the required information is shown on the financial 
statements or notes thereto, 

SIGNATURE 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange 
Act of 1934, the registrant has duly caused this annual report to be signed on 
its behalf by the undersigned thereunto duly authorized. 

WESCO FINANCIAL CORPORATION 

Date ~~rch 28, 1974 By Is/ Louis R. Vincenti 
Louis R. V.incenti President 
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WESCO FINANCIAL CORPORATION 

Annual Report for Corporations - Form 10-K 
Year ended December 31, 1973 

Financial Statements, Supplementary Data, 
and 

Accounta~' Report 

DISCLOSURE IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUAliTY OF THIS DOCUMENT. 
·~ . 

'" '. 



. , 

PEAT, MARWICK, MITCHELL & Co. 

The lloard of Directors 
Hesco Financial Corporation: 

CERT!l'IED PUDLIC ACCOUNTANTS 

ACCOUNTANTS' REPORT 

l~e have examined the financial statements, supplemental information 
to notes and related schedules of Wesco Financial Corporation and subsidiaries 
and l~esco Financial Corporation, as listed in the accompanying index, Our 
examination was made in accordance with 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. 

In our opinion, such financial statements present fairly the finan
cial position of Hesco Financial Corporation and subsidiaries at December 31, 
19'73 and 1972, and the results of their operations and the changes in their 
financial position for the years then ended, and the financial position of 
l~esco Financial Corporation at December 31, 1~73 and 1972, and the results of 
its operations and the changes in its financial position for the years then 
ended, all in conformity with generally accepted accounting principles applied 
on a consistent basis; and the supplemental information to notes and the sup
porting schedules, in our opinion, present fairly the information set forth 
therein. 

Los Angeles, California 
February 8, 19 74 
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WESCO FINANCIAL CORPORATION AND SUBSIDIARIES 
• 

Index to Financial Statemen~and Schedules 

Financial Statements: 
Consolidated Financial Statements of Wesco Financial Corporation and 

Subsidiaries, December 31, 1973 and 1972 (with accountants' report thereon), 
These consolidated financial statements and the accountants' report 
thereon are incorporated by reference in the annual report (Form 10-K) 
required to be filed by Wesco Financial Corporation under the Securities 
Exchange Act of 1934. 

Wesco Financial Corporation: 
Balance Sheets - December 31, 1973 and 1972 
Statements of Earnings - Years ended December 31, 1973 and 1972 
Statements of Changes in Financial Position - Years ended December 31, 

1973 and 1972 

Supplemental Information to Notes to Consolidated Financial Statements 

Schedules: 
Schedule III - Investments in, Equity in Earnings of, and Dividends 

Received from Affiliates and other Persons 
Schedule V - Property, Plant and Equipment 
Schedule VI - Accumulated Depreciation, Depletion and Amortization of 

Property, Plant and Equipment 

Schedules not included have been omitted because they are not applicable or 
the required information is shown on the financial statements or notes 
thereto. 
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TO r:I..,I-IE S'TOCKJ-IOLDERS OF 
WESCO FINANCIAL CORPOR;\TION 

Consolidated net earnings after taxes of Wesco 
Financial Corporation, its subsidiar)' Mutual Savings 
and Loan Association and Mutual's subsidiaries WSC 
Insurance Agency and Wcs-Fin Service Corporation 
for 1973 amounted to $4,608,000 ($1.94 per sharel 
compared to $4.336,000 ($1.83 per share) in 1972, an 
increase of $272.000 based on the 2,373,269 shares 
outstanding December 31. 1973. 

Investment income less the cost of money wa~ 
$10,0'11,000 in 1973 compared with $8,201,000 In 
1972, an increase of $1,810,000. This was reduced 
to,, $272,000 increase in net earnings principally by 
a reduction of $876,000 in loan fees and an increase 
in expenses of $565,000 for Federal and State income 
taxes and $266,000 for general and administrative 
expenses. 

General and administrative expenses held con
stant at 10.8~. of gross income, being $3,702,000 
for 1973 compared with $3.436,000 for 1972. Some 
increase can be expected for 1974 occasioned by 
the number of branch office openings and the con
versior. of our accounting to a new system. 

Total savings in ,\\utual Savings decreased 
515.742,000 in 1973 compared with an increase of 
$31.490,000 in 1972. Out-of-state savings accounted 
for 87~<· tS13,694,000l of the 1973 decrease and 
totaled $73,831,000 12'1.4% of savings) at December 
31, 1973 compared with $87,525,000 (24.2% of 
savingsl at December 31, 1972. Savings accounts in
creased during the first quarterof19i3 by$6,219,000, 
but decreased in each of the three succeeding 
quarters. The recent decline in short-term interest 
rates should result in a resumption of savings growth. 

1 

The Federal Home Lo.ll\ Bank, on july 5, 1973, 
authorized higher interest rates on savings accounts. 
The higher rates on passbooks and certificates will 
have a signific,lnt l'ffect on the cost of savings which 
averaged S.60~o for 1973 as compared with 5.56% 
in 1972. Cost of money (savings and borrowings) w,1s 
5.69~o in 1973 and 5.59% in '1972. We expect that the 
cost of money will 1ncre~se more in 1974 than will 
the yil'ld on tht' '""n portfolio. 

Savings accounts ,11 December 3·1 by interl'SI rates 
paid are summarized as follows: 

1973 1972 

5 U' ,o -~~ 38<}~ 

51-' U' ;4 ,u 35 5 
5 ~~2. ~~ 3 3 
5 1,4~0 6 4 

6 o• 
" 42 48 

61:" o• / .. ,Q 5 2 

6~·4 °~ 1 
7 O/o 1 
7\4 ~·~ 
71/J. t!O 7 

100o/o 100'}·~ 

Interest rate on the loan portfolio at December 3'1, 
1973 was 7.17~o con1pared with 7.03% at the end 
of the preceding year. Total loans made in 1973 
amounted to $52,647,000 compared to $63,107,000 
in 1972. Construction loans, included in the above 
totals, amounted to $2,894,000 in 1973 compared 
with $24,196,000 in 1972. 
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Following is a comparison of acquisitions, sales, income and , cxp~nse of for(•closed properties and 
properties acquired for investment for 1973 and 1972: 

Properties on hand at beginning of year 
Properties acquired during year 
Improvements added 
Properties sold during year 
Properties on hand at end of year 
tv\aintcnancc and sales expense 
Income from rentals 
Recognized profit on sales 
Net increase in deferred profit on sales 

Recognized profit on sales shown above includes 
gain from sales of residences built by Mutual Savings 
- 38 such sales in 1973 compared to 118 in 1972. 
Mutual Savings recently completed 47 units at its 
Friendly Valley Development and plans to complete 
a substantial number of additional units during the 
year. Also planned for 1974 is the construction of 82 
units on property in Glendora, California. 

Three new branch offices were opened during 
1973, located in Thousand Oaks, Capistrano-San 
Clemente, and Vista. On January 3, 1974 an office 
was opened in the main business district of Santa 
Ana. Three branch sites have been approved and 
offices will be opened during 1974 at Oxnard, 
Upland and Cerritos. Applications for additional 
branches are in the course of preparation. 

Wesco Financial Co•poration on April 3, 1973, 
paid a 5% stock dividend. No further stock dividends 
are planned. A cash dividend of 3V,¢ per share was 
paid March 10, 1973. Regular cash dividends of 10¢ 
per share were paid June 15, September 18, and 
December 18, 1973. An extra cash dividend of 12¢ 
per share was paid December 18, 1973. A regular 
cash dividend of 10¢ per share is payable March 
11. 1974. 

Wesco Financial Corporation, at the holding com
pany level, during the period from April 27, 1973 
to june 29,1973 invested $6,785,000 for the purchase 
of 271,000 shares of the capital stock of Crocker 
National Corporation at an average price of $25 per 
share. Annual dividends of $1.66 per share are being 

1973 1972 

s 6,99·1,000 9,962,000 
339,000 769,000 

1,377,000 60'1,000 
2,80·1.000 4,338,000 
5,906,000 6,99·1,000 

'161,000 •110,000 
140,000 '136,000 
852,000 896,000 

8'1,000 ('15•1,000) 

p.1id ---a yield of 6.64";, on the cost. Approxim.llely 
'IS~o of this dividend income is subj~ct to inconw 
tax, resulting in net income after t.1xes in excess of 
6~{:.. 

An amendnwnt to Section 6702(gl of the Cali
fornia Financial Code b~came effective in '1'174 and 
provides that a savings and loan association may, 
in addition to the specific investments previously 
authori1ed, invest in "such other securities as the 
Commissioner nhl)' authorize by rules and r('gula
tions". The Commissioner has issued proposed reg
ulations which, if adopt(•d, would give Mutual 
Savings authority to invest significant sums in com
mercial paper, non-convertible corporate debt 
securities, preferred stock of public utility corpora
tions and other marketable and publicly-traded 
corporate securities. The amount which Mutual 
Savings may be permitted to invest cannot be de
tcrmin~d until the rules and regulations have been 
i~sued in final form. It is possible that the usc of such 
investment powers could materially improve net 
after-tax income. 

Blue Chip Stamps owned 471,600 shares (20.86%) 
of Wesco's outstanding shares on February 28, 1973, 
Since that date it has purchased 586,442 shares by a 
tender offer made to all Wesco stockholders on 
September 28, 1973 and by open market purchases 
from time to time, and at February 6, 1974 was the 
owner of '1,056,042 shares (44.58%) of Wesco's out
standing stock. 

LOUIS R VINClNTt 
Chairn1.1n uf tiiC' Uoard .md Presidl•nt 
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WESCO FINANCIAL CORPORA1.,ION 
1-\ND SUBSIDIARIES 

Consolidated Statements of Earmi1gs 

Years ended December 31, 1973 and 1972 

Investment Income. 
lntorost on loons • .. . . .. . .. . .. . .. . .. . . . .. . ...... 
lntorost ond divldonds on morkotoblo socurltlos , ••.•. 
lntorost and dlvldonds on lnvostmonts roqulrod by low 

Total lnvostmont lncomo • . .. . .. .. . .. .... 

Cost ol monoy: 
lntorost on savings doposlts • .. .. .. . . ....... , .. . 
lnlorost on notes payablo • . .. • .. . .. . . ......... . 

Tol•l cost ol monoy ............. . 
Margin on lnvostmonts •. , • , • , . , .. . 

Loan foes and service charges •••...•....••.•..••. , •.. 
Oporntlon and not gains I rom salos ol real proporty .•••. , . 
Ron tal of olllco promises, not , ..•........... 
Other Income, not •....•...•....••.••.•...••......•.• 

Gonornl and aC:mlnlstrati\lo expenses •. , • . . . . . . • . . . . • . 
Earnings before taxes on Income ..•. 

Tams on lncomo (noto 41: 
Current .••••..••...••••••••••••••.•.•.... 
Dolorred .................... , ................ .. 

Not oarnlngs .......................... . 

Earnings per capital share basad on 2,373,269 shares •.... 

See accompanying notes to consolidated linancial statements, 

1973 

s 27,450,000 
3,413,000 

____.!!~,000 
31,325,000 

20,001,COO 
_!.§.!~~ 
-11ll!~ 

10,011,000 
1,78~,000 

U1,000 
303,000 

44,000 
12,975,000 

3,702~ 

___!,273,~ 

4,263,000 
40:!,0{12 

__!,!!!~~ 
! 4,601.,~~ 

s 1.94 
~~~ 

1972 

25,318,000 
2,547.000 

25l.OCO 
28 •. 116.000 

19.304,000 
611.000 

]9.9 .15.000 
8,201,000 
2.662.000 

622,000 
261,000 
126.000 

11,8n.ooo 

3.436.000 
8,436.000 

3.018,000 
1.082,000 
4.100.000 
4.336.000 

1.83 

L." '•·--·-<:r----------------------·---------~~--------------------------------------------~· 
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WESCO FINANCI.c-\L CORPOR.c-\TION 

Consolidated Balance Sheets 

December 31, 1973 and 1972 

ASSETS 1973. 1972 

---------~------------------------------·--------
Cash . ... ······ ... ' ............. ' .. ·•· 
Morketoble securities (nolo 3): 

Certlllcates cl depcsll .......................... . 

United States Government ond ogency cbllgotlcns ond 
ether morkotable securities, at amortized ldonllllod 
cost (quctod market, S10,036,000 In 1973 and 
S13,245,000 In 1972) ....................... . 

Investment In common and preferred stocks (quoted 
market, S5,996,000 In 1973 and $4,095,000 In 1972) 

Leans receivable. loso unoarnod lean laos, unrealized profit 
and leans In precess (notes 2 and 3) ............. . 

Accrued Interest and dividends receivable ...•..•.••.... 

Prcporllos purchased and Mid lor lovcstment, at cost •.•.. 

Properties ocqulrod through lcreclcsure by Mutual Savings 
and hold lor sale, al cost loss allowance lor losses, 
S280,000 In 1973 and 1972 (nolo 3) •.••.....•. 

lnvostmonts required by law: 

ln1·ostmont In stock ol Fo~oral Homo Lean Bank, ot 
cost (note 3) ............................. .. 

Prepayments to FSLIC soccndary ooooovo .. 

Office prcportlos ond equipment, net (nolo 5) .... . 

Propnld expenses nnd sundry assets, at cost ..... . 

Soe accompanying nares ro consolldaled 1/nanc/al sraremenls. 

4 

• 1,151,000 

21,111,000 

10,171,000 

1,715.000 

319,514,01'0 

1,110,000 

455,000 

5,451,000 

,,111.000 

4,14.,000 

5,287,000 

711,000 
1451,110,000 

1,581,000 

37,511,000 

13.279,000 

4,102,000 

368,562,000 

1,670,000 

506,000 

6,488,000 

3,691,000 

4,462,000 

5,238,000 

.. 1.150,000 
448,240,0QO 

DISCLOSURE 
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AND SUBSIDI1-\RIES 

LIABILITIES AND STOCKHOLDERS' EQUITY 1973 1972 

' .. 

.t· ' .... . ' . 
..:·- ~. 

Savings deposits .........•.......•..•.. 
Notes payable (nota 3) ............ . 
Advances by borrowers for taxos nnd lnsurnnco . 
Accounts payable nnd sundry accrued expenses ... 
Taxes on Income (note 4): 

Current ........................ . 
Deferred ...................................... . 

Totnlllabllltles .....•... 

Stockholders' equity (notes 4, 7 nnd 8): 
Capital stock of Sl par value per share. 

Authorized 2,500,000 shares: Issued 2,373,269 
shares (2,260,256 In 1972) ................. , .. 

Cnpltnl surplus arising from stock dl\h.it~nds .. 

Retnlnod earnings: 
Appropriated ...... , ...................... .. 
Unappropriated ................. , .... . 
Less stock dividends nt market vnlue ..•. 

Totnl stockholdnrs' equity , .••... 

Commitments nnd contingent liabilities (notes 6 and 9). 

DISCLOSUR 

1345,530,000 361,272.000 
27,705,000 12,720.000 
1,211,000 912,000 
1,~01,000 1,177.000 

913,000 694,000 
7,149,000 7.447,000 

314,429,000 384.222.000 

2,373,000 2.260,000 
21,098,000 26.399,000 

42,441,000 41,587,000 
23,905,000 21,231,000 

!29,238,000) (27 "'§!t.QOO) 
37,112,000 35.359l!OQ 
17,551,000 64,018,000 

1451,910,000 448.240,000 

s 
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WESCO FINANCIAL CORPORATION 

Consolidated Statements of Stockholders' Equity 

Years ended December 31, 1973 and 1972 

Capital stock (note 7): 

Beg1nnlng of yenr .. 
s~. stock dividend . 
End of year . 

Cnpitat surplus (note 7): 

Beginntno of yeor . 
Excess of mnrket •alue ot stock dividend over par vatuo 

ot stock issued .. 
End ot year . 

Ro\ainod earnings: 

Appropriated (notes 4 and 6): 
Bo~lnnlng of year ..... . 
Allocation of net earnings . 
End ol year . . .....•.. 

Unappropriated: 

Beginning of year . . . . . • . . . . ..... 
Cash dividends declared and paid (note 7) .. 
Allocnllon ot net onrnlngs ................... . 
End ot year .. .. . .. . .. . .. .. . .. . . ......... .. 

Loss stock dividends at matkot value (nolo 7): 

Begmnlng of year . . . ...... , ... 
Markel vnlue of stock dividend .. 
End of year .................. .. 

Total retained earnings • , .. 
Total stockholders' equity ..... , , .......•. 

See accompanymg notos to consolidittod lm~nclal statamants. 

1973 

• 2,210,000 
113,ooo 

2,373,000 

ae,3H,ooo 

1!1171000 
21,!!!!,000 

~1,517,000 
155,000 

42,441,000 

2f,ZU,OOO 
( 1,0711,000) 

3,74!,000 
U,IOI,OOO 

<,}1 

1972 

2,153,000 
107.000 

2.26p.ooo 

24,623,090 

1,776.000 
26,399.000 

41,220,000 
3670 00Q 

41.56_7 .ooo 

17,2GZ.OOO 

3,969.000 
21.231.000 

(25,576.000) 
(.1.81!,3.000) 
(27,~5~.0QO) 

:J1:JS9.QQ() 
64,018_.000 
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AND SUBSIDIARIES 

Consolidated Statements of Changes in Financial Position 

Years ended December 31, 1973 and 1972 

Cash and markotablo socurlllos provldod: 

Not earnings ...................................... . 
Chargos (credits) to oarnlngs net roqulrlng (providing) cash 

and marketable socurltios: 
Doproclatlcn and amcrllzatlcn •.•••• , •••..• , ••..•• 
lntorost on savings deposits crodltod to savings ac-

counts , ••••.•.••.•.....••.•..••....••..•.• 
Dolor rod lnccmo taxes .......................... . 
FSLIC primary premium translorrod lrom soccndary 

rosorvo •.. , .•••••.••••••••.•..••..•.. , . , ... 
Amortization clloos and discounts •••••••..•.••.••• 
Rocognltlcn cl unroallzod profit en roal pre party •.••• 
lntorost lnccmo en FSLIC secondary rosorvo ••.•.••. 

Cash ond markotnblo socurltlos provided lrcm 
cporatlcns ............................ . 

lncroaso In savings dapcslts • . .. . .. • .. .. • . . . • ...... .. 
Principal paymonts en ronl estate leans •••• , ••.•..•.... 
Additions to dolorrod lean laos ....................... . 
Solo cl root property, not ol gnlns ................... .. 
lnc,onse In nctos payablo .......................... .. 
lncronso In ndvnncos by borrowers for tnxos nnd Insurance 
Additions to unronllzod prcllt en real prcporty .••.....• , • 
Increase In loans In process •..•..•. , •••..• , .. , •..••. 

Tolnl cosh and markotnbto securities provided 

Cash and mnrkatablo socurltlos usod: 

Cosh dividends declared nnd paid , ................. .. 
Docreoso In savings dopcslts ........................ . 
Investment In ron I ostnto loans .••••••.•........ , •....• 
lnvostmont In building and cthor assots •. , ••••..•.•••••• 
Additions to ron I property .......................... .. 
Oecrenso ln notos pnynblo ..•..•..................•. , 
Occronso In loans tn process ...••• , •......... , .. , ... , 
Other, not , ...•.••.•......••...•..•...• , ... , ...•.•. 

Total cash and markotablo securities used , . 
lncroaso (dccronso) In cash nnd marketable securities •.•. 

Soo accompanying notes to consolidated llnanclal statements. 

7 

1973 

• 4,101,000 

214,000 

14,005,000 
402,000 

11,000 
402,0001 
251,000 
273,000) 

11,411,000 

44,3H,OOO 
3H,OOO 

2,104,000 
14,HS,OOO 

341,000 
340,000 

11,5H,OOO 

1,075,000 
H,747,000 
52,147,000 

2H,OOO 
1,711,000 

11,173,000 
1,374.000 

17!110!000 
1!11,311,000) 

1972 

4,336,000 

317,000 

12,981,000 
1,082,000 

294,000 

L 377.0. DOl 656,000 
_g§_!.,!J.QQ) 

17,726,000 

18,509,000 
46,894,000 

320,000 
4,338,000 

21,000 
502,000 

5,678,000 
93.988,00Q 

63,107,000 
74,000 

1,370,000 
12,223,000 

• 1,100,0Q.Q 
~00 
16,lli8~~ 
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WESCO FINANCIAL CORPORAr:t"'ION 
Notes to Consolidated financial Statements 

December 31, 1973 and 1972 
------------------------------------------------------

l1l Summary of Signific~nt Accounting Polici~s 

The tollowing 1tcm~ comJHISl' the significant .lCc:ounhnR 
policies which the Compan~· follows in !Hl•paring and 
prt:"~cnhnS its financial statcmtmts: 

(,,) Principles of Consolld•tlon 
The cons.olidatcd fmam.ml stat~nwnt~ includl" tht' accounti 

oi Wesco Financial Corporation tthc Comp;my) .and 1\'i. 
''hall~· owned subsidiJr)', Mutual Savings ilnd Loan 
A~~OCIJtion and Hs whollr owned subsldiari('o; t.\tutual 
Sa\'mgs'. 1\11 mat«nia1 intNcompany trama<.llons have 
bi.'cn C'lnninated. 

(b) ,,toukctablc Securities 
U.S- Gmemmt'nt and age-ncy obligations arC' carried ill 

Jdf.'nlihed cost, .uljustl'd ior amottizahon of prL1mium 
and accrl'tiOn oi d1scount over the tc.>rm of th~ ~ecurlty 
~nd art." not carried at th(' lower of coM or mar~et 
h('tllu~t- it is mil.nagt>mcnt's intention to hold tht:'m to 
mil.tunt~·. 

(c) lo;m Fees 
loan f('C'S ior ou~mating loans ilr(' deferr('d far amounts in 

('Xtes!! of 11\! o! tht' loan amount plus $100 for non· 
can~truction lo.1ns and 2°0 of th~ loan amount plus $100 
tor constructiOn loans. Deferred ices arc amortized into 
mcome bv USl' oi the straight·line method over seven 
}'('olf'j, 

(d) lo;tn Valuatior~ Allow.1nccs 
Valuattan·allo\'~<:tnC('S for l•stimatcd los!iCS on specific loans 

arc charged to ('ilrnings when an)' signlfic.1nt and perm· 
anent dl~cline reduces the market v.1lue of the undNiying 
securit~· to lcss than the loan, Such loss(>S are usually 
indicated during £art-closure proceedings. 

(e) Real Property Valuation Allowances 
\'aluahon allowantt'S for es1imatcd losses on rNI property 

arc charged to earnings when any si,.;nHicant and pNm .. 
ant>nl decline wdurt's the market value to less than tlw 
carl)'in~ value. When the Company intends to hold real 
cstatt' held ior SOlie ior a period in exct•ss oi 18 months, 
future d~rcct holdmg costs for maintenance. proper!\' 
tast•!i, insuranr.~. dncct selling expenses, costs oi com• 
pletinn or improvement and a discount l.:ctor to Hi\'C 
t•ftcct to the cmt or money are considered in dctNminin~ 
thc:> amount of requrred valuation allowil.nccs. 

10 Office Properties and Equipment 
Olhcc propNties itnd equipment are deprc~cratt.•d by U'il' nf 

thl' straight·lme method 0\'N the estimated usciulliws of 

8 

th(' \'.UiOUI! cl\t'iSI.'!io of ;l!.o\l't!> I rom the ll'~pecti\'1.' dilteS of 
acqu1~ruon. Th~ mt~fullivcs ust.•d iot the pnnc.ipal clauses 
ot ots')l'l!io Me: 

Buildings and mlprm·cmt.•nts 
furnitua•. flxturt.•s and rquipnwnt 
tl'•lst•hold imprnwnwnt) 

101o45y<•m 
~ to 10 yt••us 
1 to 20 )'t'il rs 

M.untt.•n.lntt.• and repaus arc chargt.•d to appropriate t:>x· 
pemc i1Ctnunts in thC' yNr incurwd: rcncw.1ls and 
m.1lt.•r~o1l brttrrnll'nh an• tharged to tlrOpt•rty accounts. 

Ccht ,1nd anumulated dt.•JHeciahan and amorhz,ltion ap· 
plicablt.' to a~o~ets r('tin:od or otherwise dispost•d of .nt.• 
t.'lirnm.lted i10m the fl'r,,tt'd .1cc·ount~ and t\1(.' profit or 
lo!ts on disposition is crC'dited or ch.ugcd to Nrning~. 

(gl Income la\eS 

li tl•rt.lin condrtJOns .Hl' ml't, \,Wmgs and loan il'i!!Ociatlons, 
in dt.•termminft taxabll' inconw. \lf(' Jllow(•d !<pl•ci,,l bad 
de-bt dt.•ductions b.lsl'<l on spcri(i('d cxpNi('ntt.' t'ormulJs 
or on a pl'rct.•nt.lHt.' of t.l>i.olblc incoml' hefor(' such dl•duc· 
tion. Tlw !lad debt dl'duction must be within Ct'ltain 
hmit.lhol's l.lil">ed on out~t.lnding lo<~ns Jnd till' rJtio or 
r('SNvcs, undiVidt'd profit\, and unallocatt.>d Nrning'i. to 
~.wings dt.•J)(I'till~. Mutu.11 Savings has rNclwd such limit\1• 
1tons which preclude deductions irom mcoml' tn .uri\•ing 
,,t Ft.•dt•ml taxe> on mcom(.•. 

Thl' invcstnwnt t.lx u~d1t. which is inslgniticant, is rc· 
corded by tht' ilow·through method ol Jccounting 
wlu.'reb}·. in th(' yt.~.u Jvailabl~ for utiliz.1t1on, it is applicd 
'''~ \1 r<'duc.lion of incoml' tax cs.pen'il'. 

th) l1rofit on the Sale of Real Property 

l1roht on tht.• s.:tl(' of wal propcrl}' is J('Cognizcd when the 
buyer has madt• an irrevocabl~ commitment to tin• sJie 
Jnd has nwt cert.lin down p.l)'mC'nt and amortization 
rcqutr('llWnt~. In S,l'lletal. tht:> dawn paymcnt tt'quir('· 
menh rangt• from 10'\, to 2.5% for Improved propl•rty 
and I rom 15°~ to 30~~ for unimproved propl'rty based 
an the usl' uf thl' propcrt)' and cash flow projl•ctions 
AmortizJtian rt.•quucments includC' tht"- payment on .m 
annual le\'('1 paynll'nt basis !principal and interest! aver 
.1 pNiod not to excc('d from 15 to 30 )'NrS, d<'pending 
on till' t}"lw and USCI of tht.• propNt)•, \\'ith pa~·mento; 
commC'ncin~ not latN than Oil(' yNr from dith." of sale. 

(i) Cnmtl.lr.ltive Figures 

CNtain it1•1m in the 1ll72 financial statenwnts h.we hl'l~n 
rl•da.,.sifit.•d to conronn with 1'173 classilicJtions. 

DISCLOSURE IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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AND SUBSIDIARIES 

(2) Loans Receivable 

loans rcceivabh.• are summarized as follows: 

Real estate loans on rcsidcn· 
lial property of: 

One to four units thorne 

1973 

loans) • , •••• , .•.• , ...• $277,939,000 
More lhan four units • , • , , 99,864,000 

Real t•statc loans on other 
properties • , , •••• , •••• , • 1-\,395,000 

less: 

UnNrncd loan fees . , •••• 
Unu.•;llized profit on s.1le of 

real property ...... ~ ... 
lo.1ns in process •.••• , ••• 

Loilns an savings dcposlts ••. 

(3) Noles Payable 

392,198,000 

!1,207,000) 

!1,653,000! 
12,173,000J 

307,165,000 
~000 

The following ts il summary of nott•s pa}'Jbh..•: 

federal Home loan llank ,,d .. 
\'Jnces, wllh interest to 
a~ra% and with v.uious ma· 
turit)' dates in 1CJ74, st•cured 
by federal Home loan Bank 
stock and certain real estate 

1972 

2GG,840,000 
102,707,000 

14,250,000 

303,877,000 

I 1,200,000! 

I 1,572,000) 
(13,l46.02!Jl 
367,679,000 
~.Ill!~ 

loans • , , •• , , •• , , • , , . , . , • S 20,700,000 4,500,000 

Bank notes with interest prln .. 
cipally ill prime, due De· 
cember 31, 1974, secured 
h}' certain marketable sc-· 
curitlc-s, rcal estate loaf's 
omd real proper!}' .•. , ••• , 

Bank note with interc:,l. ill 
9'~% dUl' J,muary 15,197-\, 
secured b~· certificate of 
de-posit .•.•.•.••..••.• , • 

6,065,000 

920,000 

~_27.~05,000 

8,220,000 

DISCLOSURE 

(4) Income Taxes 

9 

Appropriated retained earnings ill 0(.•tembcr 31, 1973 and 
1972 includo approximately $43,256,000 and $42,397,000, 
respectively (before elimination of $810,000 In consollda
tic-m) of tax reserves for which no provision for Federal 
Income taxes has been made. If In the future these appro
prialions arc used for any purpose othtor than to absorb 
bad debt losses, Federal income t;,xes will be imposed at 
the then applicable rates. 

Federal income I«X returns of the CompilO}' and Mutu<~l Sav
ings for 1973 and 1972 arc subject to oxaminallon by the 
United States Treasury 0l'partmcnt. 

lncotnl' tax expense for 1973 Includes the following com-
pont>nts: federal State Total 

Current tax expense $ 3,251,000 1,012,000 4_263,000 
Deferred tax ex-

pcnsc- ••••• , . • • 251,000 151,000 

s 3,502,~ } .• 163.~ 
402,000 

4,665,~ 

Deferred 1.1x- expense results from timing differences In the 
recognition of revcnuc and expense for tax and financial 
statement purposes. The sources of these differences in 
1q73 and thl' tax effect of each were as follows: 

loan fees recognized on the finilnclal 
statements prtor to recognition for tax 
purposes .• , •.••• , •••••.• , ••• , • . • • • S 577 .ooo 

California fr.1nchise t.1x recognized for 
financial state-ment purposes on accrual 
basis, but on c.1sh bilsis for tax purposes (125,000) 

FSLIC secondary reserve interest income 
recognized on the financial statements, 
but deferred for tax purposes • • . . • • . • • 75,000 

G.1i11 on sale of rL'al propt>rl}' recognized 
In prior years for financial statement 
purpost•s .••.•..•..•. , • • • • . • • • . . • • . 1225,0001 

Other timing differences •.. , •.•• , •.• , , , 100,000 
$ 402,000 

1\ reconciliation of total incornl! tax expense J.nd the amount 
computed by applying the U.S. federal inconw t.u: r.ltl' of 
~B% to income bt•forc tax follows: 

Computed ''l,•;o.;pcctcd" federal tax expense S 
lncrci1Sl'S (reductions} in taxes rCS\lhing 
from: 

Net g.lin on sale of foreclosed '1':'11 
property •..•••.••.••..••.•••.••• 

State- franchise tax, net of Federal in· 
carne tax benefit •.•• , .. , ••.••.••• 

4,451,000 

1386,000) 

&06,000 
{ 6,000\ Other pNmancnt di(ft'fcnccs •••••. , .. r 4.665.oo§ 

lf THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
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WESCO FII~i\NCLAL CORPC)R.c\.1.-,ION 

-------------------------------------------------
Ontc (' pwpNlil'' ,md t•quipnwnt ,,H tu~tl It"'" ,,u umulat!'d 

dt•rut~t~<lttllll .1nd .mwrtu,\laH'I tOt•'''' m ~ht• h)lllH\'10~ 

,q:·l 1C):",2 

L.md ' ' .... ' .. " $ 1,(),!1.001} U1l \,IXKJ 
Oll•u• budding~ ,1nd lt'.lH'• 

hold 111lf'IHl\C'I1ll'Ot .. lNN.t)IJU ),50'i.Ot10 

rurn•tun•, fiXIUn'" ,ltHI 

£'qU1pnwnt II 18,llllll 'hiJ ,t)l)l) 

B.12o.om ~.U'J':',Ol)O 

\c. c. umulalt'd dl'JHN h111tm 
,11\d ,\11llHll1,1hOil ... 2.82 l.Otlll 1 b 'i'l ,000 

s l.2fl:",OOO 1.2Ul.OOO 

11>1 R<•lirenwnl Plan 

\ nnntnntnhutmy wtirt·mrnt pl11n •s tn (III('CI inr ,,11 ('hgihlr 
t>mp!o~t'l'' uf tlw (omp.lny and 1t<. \!oubo:,idlant'"-· [mplnyt•r 
tnntnhu!IUM~ .Vl• tnnlpUll'd Uh\izinH th(' ol~!·Vt'~Jil• CU<ot 
tundm~ nwthocl Tlw <ontrJbution"' lor 197"1 .md 1tr'.2 
Jpptuxunawd s-q 000 and s:;,ooo, fC'SJl(,'C\iH·l~·. Tlw J.CIU· 
,u,.11h c.nmputC'd \o.lluf' ot H""tl"d lwnt•flh J.'i ot DP<<'mbN 
iL 1'1':' 1 .md 11')7.:! did not t~\C.('C'd till' ma.rk<'t \aim• oi tlw 

.1 .... t•l" .,. tlw whrpmc•nt tund. Th<' pl<ln may hl' ;tmC'ndc•d 
,;! an\ ltnw ltl ~1\P l'llt•tl If' i'1 rt'duthun ui cnntnhutiurh 
,md p~m tdt> .. th.1t t1w <•mpln\w ··~hall hJ.\'(' nr1 !lahil1l\ tu 
.tn\ 1'nl!'lln\PP or p.ulinJ'hllll In makl' ,m\ cuntnhuhun .. 
\\ 11,,l.,tJP\t'r tn tlw tru .. t nr to ur lnr ,l!W partie tp,ml " 

On JJnuJI)- 1h. N:'"t thC' Btl.lrd ui p,n•rlur' drcl.ut>d ,, i"., 
'tuck ch\-,clt•nd •111.011 'h<lft•,\ p.wablr- Apnl l. 1117\ It> 
.. !ncthuldt•r .. o! tt·rmd on FPhru.w, 28. 1cr•t Upnn P•W· 
nwl\1 ui thr> dt\ td{·nd. till• t.m m.uk(lt v.liUl' of tlw .. wck 
·S1 -nn.OOO· ~ .. ut J,muarv u,, 11J""l ,,,\.., chargt·d to m.ttkt•t 
,,,hw ''' .. tmt.. dl\'ldf'ncJ.., c,lpt!.tl .. tmk wa .. nPdtiPr! \\11h 
.Jh ,tmnunl ••qu,\1 to tlw par \·Jluf' ol thf' .. h.Ut'' l"'uNJ 
$11l.fJ00. c1nd C"Jiltt.ll .. utplu' \\.1" nN!th'<} '' 1th an Jmflunl 
"'llfPI'Ill•n~ lhP I'U ,.,., nl '''" 1a1r m.ukl'l ,,,!ut• o·,n p.tr 
\.11Ut' $1-"11-llnH 

10 

.~ 

Cl'h dt\ldt•nd .. tkd.ut•d .unf JlJid dur1n~; 11f'l .Ut' 'umm.u· 
lll't'l "' h\lln\\ .. 

Dat~ decl.1red IJ.1te pilid l'er Share ,\mount 

h•h. 1\, 111':" \ \\,n. m. '1')7"\ '$ UIH'.i $ ':"•l.OUU 

·\pr.1". 1'J~I hme. 1'i, 1'1~\ ll.1ll ;u:-,ouu 
luh lc, 1qc1 s .. pt 111. ,,,~ 1 t110 .!li,tlllU 

()( {. IJ, 11J'"! [k< 18, , •• :' 0'111 .!\:",OUtJ 

Ott.[), 1tJ:\ ()t'( 16. 1'J':"l 0'1.!' .!ll'i,flUtl 

s 'I .ll"3.Utal 

Tlw h•dl'rJ.l SJ.\ 10~, ,\nd tu.m hhllr.lnu• Cnrpnr,lttUil, m ton· 
nt•thon \\tth tlw 11\'tlr.tlllt' n1 ~a\10~\ dt.•po-.Jt .. , wqun<'" 
... n-cn~' .1ntl ltl,\n '''''Jl i,lttun\ to m.t~nt.lm < t ll.ltn r<·.,~·r>•t'' 
'' lu< h nM) h1· ll'•t•tl only tnr tlw puqlu"t. ut ,,h,nrlunn 
ln,,C'.. In ,,ddthun, ''"'ll(hltcun .. mu""t rn.1.ml.lin <Nlam 
fl''l'r\l'' unth·r C.lltlUrrll•l l,m, Suth fl"•N\l' n·qum•nwnt .. 
\\t'H' nwt h\' .\\utu<tl "·'''"W• \,, nl Dt•tt•mtwr \1, 1fl:"3 and 
111 .. ~. 

Mutu.tl ljavm~' h,,, hl't•n n.mH>d ~'' .1 ch•lcmd,mt Ill .1 numlwr 
d tl.,,~ ,u hun .. \\huh Jtt.td... tlw ,,,hdtl\' of ll'rt,lln r;,winA" 
,md IC'nthn~ pr.u llll'"· In all butnm' ot tht~~(l ,1.cltlllh, uthl'r 
'•1\'lnR' ,lfld !0,1.11 tl\\(){ i1li!UI\ .. olh' ,11~0 OJI11C'd ,1,\ dl'ff'nd,llll ... 
·\numR tlw pralttU'' thJllt•ngNl .Ut' pr<'P•lt"rnt"nt privth·~t' .. 
""d l,ltl' t h.HJW"· tlw f,lthur tu pa~· intl'U''I nn •llllnunt' 
,uh,lnt('(J h\' hnrrm\t'f\ fur lhl• fl•Wil\l'Ol of pmi)L'IIV l.lxt''i 
.uu.l m\ur.mn•, J.nd thC" U'nl(lut.llinn of mtl'rl''' nn tlw 
b,,.,,, oi .:1 ihtl· r,11lwr th.ln ,, U."i·day yt•M. l\\u uf thC' 
o.lt tum~ h.l\ c• lwPn dJ\111\':IWd by tlw luwN < nurl• hut 
.tppPJI' dH' 1wmhn~ Tlw .-\':\\0( idltun hC'ItC'\'C'<:. IIH'rt' .UC' 
.. uh~t.mlhll dPh•mt'' to th(''>f' Jctum' Jnd th,\t lm.,t.•~. 1f anv, 
\\nuld nut lw m.tlt•nal. 

Ill .1dthtum, \\utu.tl \J\'111"" j .. ,, dt•h•nd.mt m h\n ,u linn' 
m\olvm~ ,\ll(•~('d t•.N•mi:'nt u~hh. Mullt.tl .. cnun.,f'l lu."h 
lll·~t·., tlww dff nwrihumu' df'fPnw' In tlw .utum ... \\'htiC' 
tlwn· 1.-. .. nnw n,J.. tn \\utual. m ntJn,t~C'nwnl., np1nton. 
.Hl\' .. uch mJ.. \\Uuld nnt lw m.ttt•rral 
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AND 8l!BSIDIARIB8 

Accountants• Report 

PEAT, !-oL\UWICK, !oltTCHELL Be Co. 
CI:MTtrlt:D I'I.!HLIC ACCOUNTAN"U 

IUU' •OUTII rl.QWI:R KTMI':F.T 

LO• AMO&L.h,CALIPOMNio\ lkXJrt 

The Board of Directors 
Wesco Financial Corporation: 

,. 

We have examined the consolidated balance sheets of 
Wesco Financial Corporation and subsidiaries as of December 
31, 1973 and 1972 and the related consolidated statements of 
earnings, stockholders' equity and changes In financial posi
tion for the years then ended. Our examination was made In 
accordance wllh generally accepted auditing standards, and 
accordingly Included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
In the clrcumslances. 

In our opinion, the aforementioned consolidated financial 
statements present fairly the financial posltioto of Wesco 
Financial Corporation and subsidiaries at Dece!71ber 31, 1973 
and 1972 and the results of their operations and the changes 
In their financial posltlon for the years then ended, in conform
Ity with generally accepted accounting principles applied on 
a consistent basis. 

February 8, 1974 

"11 
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WESCO .FINANCIAL CORPORNriON AND SC'BSIDIARIES 

Operating Highlights of 1973 and Comparison with 4 Prior Years 

1973 1972 1971 1970 1969 

OPERATIONS FOR THE YEAR 

Gross Income $ 34,289,000 $ 31,787,000 $ 29,649,000 $ 30,433,000 $ 30,700,000 

Expenses $ 25,016,000. $ 23,351,000 s 23,530,000 s 25,353,000 s 23,360,000 

Earnings before taxes on income s 9,273,000 s 8,436,000 s 6,119,000 $ 5,080,000 s 7,340,000 

Taxes on income s 4,665,000 s 4,100,000 s 2,995,000 s 2,031,000 s 3,361,000 

Net earnings $ 4,608,000 s 4,336,000 s 3,124,000 s 3,049,000 s 3,979,000 

Per share· $ 1.94 s 1.83 s 1.32 s 1.28 s 1,68 

FINANCIAL DATA AT YEAR END 

Total assets $451,980,000 $448,240,000 $423,969,000 $434,445,000 $444,833,000 

Real estate loans $392,198,000 $383,877,000 $367,664,000 $380,660,000 $393,611,000 

Savings accounts $345,530,000 $361,272,000 $329,782,000 $288,652,000 $303,812,000 

Shares outstanding .2,373,269 2,260,256 2,152,624 2,050,118 1,952,493 

Stockholders' equity ~ 67,551,000 $ 64,018,000 $ 59,682,000 s 56,558,000 s 53,509,000 

Book value per share· $ 28.46 $ 26.98 $ 25.15 s 23.83 $ 22.55 

·p.gr share earnings and book Vdlue per share are based on 21373,269 shares outstanding December 31. 1973. 

12 
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lOUIS R. VINCfNTl 
Chairman of tho Board and Prosldonl 

WilliAM T, CASPERS 
Vlco Prosldenl 

DAVID K. ROBINSON 
P.artncr: Hahn & Hahn, Pasadena Attorneys at law 

JAMES N. GAMBlE 
Pasadena Investment Counsel 

ELIZABETH CASPERS PETERS 
San Francisco 

WARREN E. IUFFffi 
Omaha, Personal Investments 

CHARlES T. MUNGER 
Gancral Partner: Wheeler, Munger & Co., los Angeles Investors 

ANNUAL MEETING 

Third Tuesday of April 
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SECURITY PACIFIC NATIONAl BANK 
P.O. Box 30376 Terminal Annex, los Angeles, California 90030 

MANUFACTURERS HANOVER TRUST COMPANY 
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DIVIDEND DISBURSEMENT AGENT 

SECURITY PACIFIC NATIONAl BANK 
P.O. Box 3037{) Terminal Annex, los Angeles, California 90030 

LEGAL COUNSEL 

Hahn & Hahn 

AUDITORS 

Poal, Marwlck, Milcholl & Co. 

LISTED ON 

Now York Stock Exchange 
Pacific Slack Exchange 

TRADING SYMBOL 

wsc 

315 East Colorado Boulevard, Pasadena, California 91109 • (213) 684-1500 
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HESCO FINANCIAL CORPORATION AND SUUSID!ARIES 

Parent Company Flnanc~al Statements 

Following a1;e the balance sheats of Hesco Financial Corporation (parent 
only) at December 31, 1973 and 1972 and the rclatad stncaments of earnings 
nnd changes in financial position for the years then ended; 

Jl!.!.!!.nce Sheets 

Assets 

Cash 
Harketable !<ecuritics: 

Ccrtif.icata$ of deposit 
Investment in common and preferred !<tacks 

(quoted m.nrket, $5,996,000 in 1973 and 
$4,095,000 in 1972) 

l.oans receivable 
Accrued interest and dividends receivable 
Properties purchased and held for investment, 

at cost 
Investments in subsidiaries, at equity 
Office properties and equipment, net 
Prepaid expenses and sundry assats, at cost 

Liabilities and Stockholders' Equitv 

llank note payable l~ith interest at 9-3/4% 
due January 15, 1974, secured by certificate 
of deposit 

toan payable to Nutual Savings 
Accounts payable and sundry acc~:ued expenses 
Taxes on income: 

CUt·rent 
Deferred 

Total liabilities 

Stockholders' equity: 
Capital s toclt of $1 par value per share, 

Authorized 2,500,000 shares; issued 
2,373,269 shares (2,260,256 in 1972) 

Capital surplus arising from stock 
dividends 

Retained earnings: 
Appropriated 
Unappropriated 
Less stock dividends at matket value 

Total stockholders' equity 

Commitments and contingent liabilities, 

lill 
$ 139,000 

5,002,000 

6,785,000 
111,000 
203,000 

89,000 
55,535,000 
4,624,000 

50,000 

$ 72,538,000 

$ 920,000 
2,971,000 
1, 076,000 

20,000 

4,987,000 

2,373,000 

28,066,000 

42,446,000 
23,905,000 

(29' 239' 000) 

37' 112,000 
67,551,000 

$ 72,538,000 

5,998,000 

4,102,000 
130,000 

89,000 
52,944,000 
4,809,000 

78,000 

68,150,000 

3,220,000 
883,000 

29,000 

4,132,000 

2,260,000 

26,399,000 

41,587,000 
21,231,000 

( 2 7 l 452_:..QQ.q) 

35,359,000 

64,018,000 

68,150,000 

See accompanying supplemental information and notes to consolidated financial 
statements· of Hesco Financial Corporation and subsidiaries, 

DISC• ,0· suR-E~-<~:r.F ~HE :.O'IE PAGE IS L~:~ CLEAII THAN THIS ~TATEMENT.IT •• 
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WESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Parent Company Financial Statements, Continued 

Statements of E~rnings 

Investment income: 
Equl.ty in earni.ngs of subsidiaries before 

taxes on income 
Inter•ast on loan:s 
!nter.~st nnd dividends on marketable 

sec\lri.t.ies, im: luding interest on 
depc•s its in Hut:ua 1 Savings, $154,000 
($161,000 in 1972) 

Total investment income 

Cost of m·oney: 
Intert:mt on notes payable, including 

inte\;est on loan payable to Mutual 
Savitlgs, $171,000 ($184,000 in 1972) 

Total cost of money 

Loan fees ,pnd service charges 
Rental of office premises, net 
Other income (expense), net 

General and administrative expenses 

., 

lla rnings before taxes on income 

Taxes on income 

Net earnings 

$ 8,604,000 
9,000 

849.000 

9,462,000 

193,000 

193,000 

9,269,000 

47,000 
303,000 
(48,000) 

9,571,000 

298,000 

9,273,000 

4,665,000 

$ 4,608,000 

8,177,000 
10,000 

346,000 

13.533,000 

185,000 

185,000 

8,348,000 

73.000 
261,000 

11,000 

8,693,000 

257,000 

8,436,000 

4,100,000 

4,336,000 

See accompanying supplemental information and notes to conso lidnted financial 
statements of Wesco Financial Corporation and subsidiaries, 

,---------------·--,."'---------~-----------------"'•,, .. , ..... 
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HESCO FINANCIAL CORPORATION AND SUDSIOIARIES 

Parent Company Finnnc.!E.L.!itatllments, Continued 

Statements of Changes l.n Financial Position 

Cash and mnrkotable securities provided: 
Net eo.rnings 
Charges (crodits) to earnings not 

requiring (providing) cash and 
marketable socm:ities: 

Depreciation o.nd amortization 
Deferred income taxes 
Equit)• in net earnings of subsidiary 

Cash and marketable securities 
provided from operations 

Dividend from Nutual Savings 
Principal payments on real estate loans 
tncroase in bank note payable 
Other, net 

Total cash and marketable 
securiti~s provided 

Cash and mar~etable securities used: 
Cash dividends der.lared und paid 
Investment in building and other assets 
Decrease in loan payable to Mutuel Savings 

Total cash and marketable 
securities used 

Increase in cash and marketable 
securities 

$ 4,608,000 

212,000 
( 29' 000) 
(4,091,000) 

700,000 

1,500,000 
19,000 

920,000 
38,000 

3,177,000 

1,075,000 
27,000 

249,000 

l ,351,000 

$ 1,826,000 

4,336,000 

209,000 
( 11,000) 
(4, 135,000) 

399,000 

4,500,000 
17,000 

42,000 

4,958,000 

29,000 
236,000 

265,000 

4,693,000 

See accompanying supplemental infot'mation and notes to consolidated financial 
statements of l~esco Financial Corporation and subsidl.nric,s, 

DISCLOSURE IF THE ABOVE PAGElS LESS CLEAII THAN THIS STATEMENT, IT IS 
DUE TO POOII PHOTOGIIAfH!C QUALITY OF THIS DOCUMENT, 



WESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Supplemental Information to Note~Consolic!ated Financial Statements 

Income Taxes 
Income taxes consist of the following: 

Yenrs ended December 31 
1973 1972 

Company Consolidated Company Consolidated 
Federal income 

tax expense: 
Current 
Deferred 

California 
franchise tax 
expense: 

Current 
Deferred 

Supplementary Profit and 

$ 153,000 
(25, 000) 

$ 128,000 

$ 28,000 
( 4,000) 

$ 24,000 

Loss Information 

3,251,000 
251,000 

3,502,000 

1,012,000 
151,000 

1,163,000 

60,000 
(9' 000) 

51,000 

9,000 
(2, 000) 

7,000 

2,359,000 
829,000 

3,188,000 

659,000 
253,000 

912,000 

The following amounts 
earnings: 

have been charged to expenses in the statements of 

Haintenance and 
repairs 

Depreciation and 
amortization of 
office properties 
and equipment 

Taxes other than 
taxes on income: 

Payroll taxes 
Property taxes 

Advertising 

Company 

$ 277,000 

212,000 

6,000 
202,000 

Loan Payable to Nutual Savings 

Years ended 
1973 

Consolidated 

313,000 

294,000 

96,000 
341,000 
396,000 

December 31 
1972 

Company Consolidated 

270,000 

209,000 

5,000 
201,000 

307,000 

317,000 

73,000 
420,000 
333,000 

The loan payable to Hutual Savings is a 5-1/2% loan, due in 1981 with 
monthly instalments of $35,000, including principal and interest, secured 
by office properties and equipment. 

Haturities over the next five years aL·e sununarized as follows: 

Years ending December 31: 
1974 
1975 
1976 
1977 
1978 

Thereafter 

$ 263,000 
278,000 
294,000 
310,000 
328,000 

1,498,000 

$ 2,971,000 

r---- -,r-------------r.::<-.---------------~---------:-~ 
I f. DISC· jOSURE IFTHEABOVEPAGEISLESSCLEARTHANTHISSTATEMENT,ITIS 

",' • ,' Ll DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCU"i'ENT. 
~ ... ·~~,., 
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HESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Supplemental Informatl.on to Notes to 
Consolidated Financia~" menta, Continued 

Deferred Taxes on Income 
Based upon currently anticipated operations, it is expected that the deferred 

income tax balance 1~itl not substantially decrease through 1976. 

Dl Sc
. I. Jo. su' =-R·~· ~E--·· ®~I·F ~HE ;BOVE PAGE IS L~ CLEAR THAN THIS STAT~MENT, IT 11 

l.,l DUE TO POOR PHOTOGRAPHIC QUALITY Of THIS DOCUMENT. 
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WESCO FINANCIAL CORPORATION 

Investments in, Equity in Earnings of, and 
Dividends Received from Affiliates and Other Persons 

Years ended December 31, 1973 and 1972 

Name of issuer and 
description of investment 

Nutu:~l Savings and Loan Association; 
guarantee stock of $100 par value: 

1972 
., 
1973 

(l) 100% of the outstanding shares. 

(2) Net earnings of subsidiaries. 

( 3) Dividend received from Nutual Savings, 

Balance at 
beginning of period 

Number Amount 
of shares in dollars 

600( 1) 

600(1) 

$ 53,309,000 

$ 52,944,000 

--------"""'--·"··---------,-·~-,,.-- ... 
DISCLOSURE IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 

DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

.•. ~-

Additions 
Number 

of shares 

-= 

Amount 
in dollars 

$ 4,135,000(2) 

$ 4,091,000(2) 

Deductions 
Number 

of shares 

-= 

= 

Amount 
in dollars 

$ 4,500,000(3) 

$ 1, 500, 000( 3) 

DISCLOSURE 

Schedule III 

Balance at 
close of period 

Number 
of shares 

600( 1) 

600(1) 
= 

Amount 
in dollars 

$ 52,944,000 

$ 55,535,000 

I 

''F THE AI·')VE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
~ . 
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DISCLOSURE 

WESCO FINANCIAL CORPORATION 
AND 

HESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Property, Plant and Equipment 

Years ended Decemb~31, 1973 and 1972 

Classification 

1972 

Company: 
Land 
Buildings and leasehold improvements 
Furniture 1 fixtures and equipment 

Consolidated: 
Land 
Buildings and leasehold improvements 
Furniture, fixtures and equipment 

1973 

Company: 
Land 
Buildings and leasehold improvements 
Furniture, fixr:ures and equipment 

Consolidated: 
Land 
Buildings a11d leasehold improvements 
Furniture, fixtures and equipment 

'IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT I&; 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

Balance at 
beginning 
of period 

$ 1,500,000 
4,970,000 

6 000 

$ 6,476,000 

$ 1,623,000. 
5,484,000 

763,000 

$ 7,870,000 

$ 1,500,000 
4,999,000 

6,ooo 

$ 6,505,000 

$ 1,623,000 
5,505,000 

769,000 

$ 7,897,000 

' . 
.... , .. · . ..;;. 

Additions 
at cost 

29,000 

---
29,000 

29,000 
45,000 

74,000 

27,000 

27,000 

154,000 
74,000 

228,000 

Schedule V 

Balance 
Retirements Other at close 
or sales changes of period 

1,500,000 
4,999,000 

6,000 

= 6,505,000 

1,623,000 
8,000 5,505,000 

39,000 ___!_§2,000 

47 000 = 7,897,000 

1,500,000 
5,026,000 

6,000 

= 
6,532,000 

1,623,000 
5,659,000 

5,000 838,000 

5,000 8,120,000 = 

DISCLtOSURE IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF Ttll$ DOCUMF,NT. 
~ ~-
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DISCLOSURE 

1972 

Company: 
Buildings 
Furniture, 

Consolidated: 

HESCO FINANCI!lk_CORPORATION 
AND 

lffiSCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Accumulated Depreciation, Depleti.on and Amortization 
of Property, Plnnt and Equipment 

Years ended December 31, 1973 and 1972 

Classification 

and leasehold improvements 
fixtures and equipment 

Buildings and leasehold improvements 
Furniture, fixtures nnd equipment 

1973 

Company: 
Buildings and leasehold improvements 
Furniture, fixtures and equipment 

Consolidated: 
Buildings and leasehold improvements 
Furniture, fixtures and equipment 

( 1) Depreciation adjustment. 

IF THE AIOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

Balance at 
beginning 
of period 

$ 1,483,000 
4,000 

$ 1,487,000 

$ 1,708,000 
681,000 

$ 2,389,000 

$ 1,691,000 
5,000 

$ 1,696,000 

$ 1,942,000 
717,000 

$ 2,659,000 

. ] 

Schedule VI 

. Additions Deductions 
Charged Retirements, 

to profit renewals, 
and loss Other replacements 

208,000 
1,000 

209,000 ---

242,000 8,000 
75,000 39,000 --

317,000 - 47,009. --

212,000 

--
212,000 

241,000 
53' 00(~ -- 2,000 

294' 00(~ - 2,000 = 

DISCLOSURE 

Balance 
at close 

Other of period 

1,691,000 
5,000 

1,696,000 

1,942,000 
717,000 

2,659,000 

1,903,000 
5,000 

1, 908,000 

2,183,000 
128, 000(1) 640,000 

128,000 2,823,000 

IF THE AIOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
~UE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCU~UNT. 
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