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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: 911-1354687 CUSII.': 0953299 
Fiscal Year Ends: 2/28 SIC No: 739 

8-K For: 3/31/74 Rec: 4/15/74 
warren E. Buffet owns beneficially approximately 13% of company's 
Common Stock outstanding. 
Extended tender offer for shares of common stock of Wesco Finan
cial Corp. to 4/15/74, subsequent to which 228,629 shares were 
tendered, giving company a total of 54% of Wesco Common Stock. 

o Changes in larqe shareholders 
Exhibits: None indexed 

8-K For: 4/30/74 Rec: 5/13/74 . 
Tender otfer for common shares of wesco Financial corp. expired 
on 4/15/74 with 319,257 Wesco shares being purchased, increasing 
ownership of Wesco to 58%. 
o M'erqer and acquisition; *Wesco Financial Corp.; Tender offering; 

Cash payment 
Exhibits: None indexed 

10-K For: 3/2/74 Rec: 5/24/74 
Auditor: Price Waterhouse s co. 
Shareholders: 2,791 
For the years ended: 3/2/74 3/3/73 
Reve ·as: $102,219,000 $132,323,000 
Earnings: $8,005,000/$1.55 $7,101,000/$1.38 
Extr. Items: None $ (925,000) 
Assets: $200,220,000 $199,724,000 
Net Worth: $59,867,000 $53,125,000 

Description of Business: Distributes merchandise through 70 
trading stamp redemption stores located primarily in Calif. 
Develops incentive programs and programs where credit card issuers 
can offer merchandise to card holders. Manufactures candy; retails 
candy throuqh 172 stores. Operates ten savings and loan associations 
in calif. through subsidiary acquired during fiscal year. 

o Tradinq stamp companies 
o Candy mfr; Confection~ry retailing 
o savinqs and loan associations; New lines of business 

Auditor's Report: 
o Qualified opinions for uncertainties; civil court proceedings; 

Proposed divestiture; Forced divestiture; Trading stamp companies 
o Qualified opinions for uncertainties; class action; Sales taxes; 

Tradinq stamp companies 
o Qualified opinions tor uncertainties; Fraud; Common stock 

offering; Prior years 
o Qualified opin~ons for uncertainties; AntitruEt litigation; 

Trading stamp companies 
Financial statements and Notes: 

o Average interest rate; Short term bank loans 
o Deferred debt discount costs 
o Step acquisitions; *Wesco Financial Corp.; Subsequent events 
o Unusual effective tax rate; Dividends received dedu.ctious (IRC) 
o Deferred income tax debits; Trading stamp redemption costs 
o Unused capital loss deductions 

Exhibits: 
o Ex: Employee retirement plans; *11/73 
o Ex: Debt agreements; *Bank of America National Trust and savings 
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Assoc.; *2/8/74; *$28,755,154 
c Ex: Debt agreements; *Bank of America National Trust and Savings 

Assoc.; *2/8/74; *$11,244,8Q6 
ARS For: 3/2/74 Rec: 5/31/74 

Abstract: Stamp service revenues declined due to retailers new 
promotional tactics, which exclude trading stamps. Qualified 
auditor's opinion due to pending litigation. 

8-K For: 5/31/74 Rec: 6/10/74 
Warren E. Buffet, a director, disclosed 13% individual ownership and 
52% ioint ownership of outstanding common Stock. 
Company was served with pr(lCess in Drug Stores, et al. vs. Blue 
Chip Stamps, et al. litigation. 
Exhibits: None 

10-Q For: 6/1/74 Rec: 7/15/74 
8-K For: 6/30/74 Rec: 7110/74 

warren E. Buffet and his associates beneficially own approximately 
53% of outstanding common Stock. 
Recognized $1,254,000 gain on sale of Richmond, Calif. merchandise 
distribution center; $376,000 recorded as extraordinary because of 
available capital los's carry forwards. 

c Changes in large shareholders; Corporate control change; Tender 
offering · 

c Extraordinary asset disposal gains; Unused capital loss deductions; 
*Richmond, Calif. distribution center 

c Asset disposal gains; Fixed asset disposal; *Richmond, Calif. 
distribution center 

Exhibits: None 
8-K For: 7/31/74 Rec: 8/8/74 

Warren E. Buffet, director, disclosed that the beneficiary owns 
13% of Common Stock, and together wit.h his associates, beneficiary 
owns 53% of company. 
Retired $1.76 2, 100 6. 75% Sub::~rdinated Debentures due 1978 at 
cost of $1,029,225. 

c corporate control change; Changes in large shareholders 
c Early debt redemption; subordinated long term debt; Debt 

redemption gains; cash tender offering 
Exhibits: 

c Ex: security tender offers; *Dated 6/19/74; *6.75% subordinated 
Debentures due 1978 

10-Q For: 8/31/74 
Proxy Dated: 9/30/74 

Meeting: Annual 10/24/74 
Exceptional Subjects: None 
Exhibits: None 

8-K For: 8/31/74 Rec: 9/9/74 
Mailed new tender offer to wesco Financial corp. shareholders 
soliciting maximum 150,000 shares at $14 each. Company now owns 
64% of Wesco. 
Filed petition for certiorari 8/15/74 seeking review by 
u.s. Supreme court in Manor Drug Stores, et al. vs. Blu~ Chip 
stamps, et al. 
Debentures in the aggregate principal amount of $1,967,900 
were retired reducing principal balance outstanding 
to $8,523,700. 

c Cash tender offering; *Wesco Financial corp.; 
subsidiaries; Investment increase 

c Appealed court cases; *Manor Drug Stores, et al. vs Blue 
RESURE CONTINUED ON NEXT FRAME 
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Chip stamps, et al. 
Exhibits: 

o Ex: Security tender offers; *8/5/74; •wesco Financial Corp. 
8-K For: 9/30/74 
Class action suit by Eleanor A. Botney, et al. against predecessor 
amended to make Company liable for actions of predecessor in 
collection of sales tax. 

o Civil court proceedings; Class action; Contingent liabilities; 
Sales taxes; Predecessor companies 

Exhibits: N.one 
10-K Amendment 1 For: 3/2/74 
Description of Business: Business Description amended regarding 
trading stamp operation. Changes in outstanding Securities (item 6) 
and Options Granted to Management (item 14) amended. 

8-K For: 11/30/74 
u.s. Supreme Court granted certiorari in case of M.anor Drug Stores, et 
al. against Company, et al. 
Exhibits: N.one 

10-Q For: 11/30/74 
8-K For: 12/31/74 

Warren E. Buffett, director, owns 13% of common Stock; he and his 
associates benefically own 55%. 
Reduced $376,000 extraordinary credit reported in 6/74 by $263,000 to 
reflect net capital losses on securities. 

o Corporate control change; Beneficial interests 
o Investment losses; Security trading 

Exhibits: N.one indexed 
8-K For: 2/28/75 

Repurchased $1.797,200 of debentures in open market under 1/13/75 
cash tender offer. 
Increased extraordinary credit for utilization of capital loss carry 
forwards. by $451,000 to reflect net capital gains realized on 
securities transactions. 

o Debt redemption; Sinking fund long term debt; Cash tender offering 
o Extraordinary loss carryover gains 

Exhibits: 
n Ex: Security tender offers; *1/13/75; *To company debenture holders 
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PART I 

Item l. Business. 

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

(1) The trading stamp business. The Company provides a 
trading stamp service to retail merchants and their 
customers in California and Nevada. The service in
cludes the issuance of trading stamps, catalogs, sav
ings books, signs, banners and other promotional 
material ,as ~vell as the redemption of Blue Chip stamps 
for merchandise or cash through sixty-two redemption 
stores. 

(2) The incentive and merchandise promotion business. ~lue 

Chip Incentives operates as a separate division on a 
natiomvide basis. It tailors incentive programs for 
businesses. These programs use awards of merchandise, 
travel, points and stamp& in order to stimulate sales or 
productivity, promote attendance or safety, or perform 
other motivational functions. The division's deluxe 
catalog is the cornerstone of many of these programs. 
In addition, Blue Chip Incentives develops, for oil com
panies and other large issuers of credit cards, complete 
merchandise packages for their credit card holders -
including item selection, graphics design, mailing of 
promotional materials and fulfillment of merchandise 
orders. 

(3) The candy business. See's Candy Shops, Incorporated, a 
99%-owned subsidiary acquired in January 1972, produces 
quality candy and confectionery products in two fully 
equipped kitchens in California. The candy is sold freah 
to the public in 170 company-operated shops in nine 
western states including Hawaii. The See's entity is· 
believed to be one of the largest candy manufacturers 
distributing through its own chain of retail shops. 
Chocolate, sugar and certain other essential ingredients 
are generally available but subject to price fluctuations 
from time to time. A substantial portion of each year's 
candy sales are generated during the Christmas season. 

D. l.sc•~o.·. SUR .. E® IFniEABOVEP~GE. ISLESSCLEAiiTH."NTHI.SSTATEMENT •. ·T•s 
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Item 1. Business. (Continued) 

(4) The savings and loan business. Hesco Financial Corpora
tion, an unconsolidated subsidiary controlled since late 
1973, owns all of the outstanding guarantee stock of 
Mutual Savings and Loan Association, 'vhich operates at 
thirteen locations in Southern California. The associa
tion is engaged in the bttsiness of lending money, prin
cipally secured by first liens against real estate, to 
enable borrowers to purchase, construct or refinance real 
property. 

Stamp service revenues have declined from a historical 
peak of $124,180,000 for the fiscal year ended February 28, 1970 
to $25,564,000 for the fiscal year ended March 1, 1975. This 
decline has resulted primarily from two factors. First, a number 
of supermarket operators discontinued or reduced the use of 
trading stamps in connection with their conversion to discount 
merchandising. Second, the service station industry, as a result 
of the gasoline shortage, virtually eliminated the use of stamps. 
The reduction in stamp revenues has increased the relative 
importance to the business of the remaining customers: the three 
largest customers, all Southern California supermarket chains, 
accounted for 27% of stamp volume during the fiscal year ended 
March 1, 1975 as compared with 12% the preceding year. Over the 
past three years the Company has reduced the number of redemption 
stores from a peak of 90 to 62 at present. The number of its 
employees fluctuates but nmv averages less than 600. 

The following table sets forth the relative contribution 
of each line of business presently accounting for ten per cent or 
more of total (consolidated) revenues or of total income before 
income taxes, securities gains (losses) and extraordinary items 
for the five fiscal years ended March 1, 1975: 

1975 1974 1973 1972 .!ill. 
Revenues: 

Trading stamp service 397. 59% 73% 95% 99% 
Incentive and merchandise promotions 12 6 2 1 1 
Candy business 49 35 25 4 

Income (loss) before income taxes, 
securities gains {losses) and extra-
ordinary items: 

44 60 95 100 Trading stamp service 
Incentive and merchandise promotions (7) 2 1 
Candy business 77 40 38 4 
Savings and J,oan business 30 16 

-~~--·--- !""--"· ~- ----~ --- - - -- --"~·-·_;=-~:;)' ,.=,.,.... ... 
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Item 2. Summury of Operations. 

Following is a summary of operations for the five fiscal 
years ended March 1, 1975 (amounts are in thousands except for 
amounts per share): 

~ 

.!ill llli 
Revenues: 

!ill .!..ill. 
Stmnh service revenue:~ ~25,564 ~ 51,375 ~ 88,736 ~100,622 Narc mndise promutions nnd incentive sales 11,022 6 261 3,624 2,145 Cnnd)• sales 42,907 35:780 32,049 4,104 Dividends and intet·cst 7,738 8,260 7,315 6,359 Other 2,134 543 599 872 

89,365 102,219 132,323 114,102 
Costs and expe~ses: 

54,912 Cost of redemptions nnd sales 68,156 95,662 93,791 Selling, aenernl and administrative 
expenses 23,483 21,263 21,729 10,917 Interest 4,050 3,597 2,638 927 Discount nmortizntion 306 -365 358 365 

82,751 93,381 120,387 106,000 
Income before income tnxcs 1 equity in net: 

income. of \~esco ~"innncis.l Corporation. 
securities gains (losses) and extraordinary 
items 6,614 8,8.>8 ll, 936 8,102 Provision for income taxes (1,237) (2 ,071) (3,828) (2,195) Equity in net income of \~csco Financial 
Corporntion 2,131 1,423 

Income before securities gain~ (losses) 
and cxtraordina:ry items 7,508 8,190 8,108 5,907 Sc~uritlcs gains (loss~s), less income tax 
effect 254 (185) (82) (1,693) 

Income before. extraordinary items 
Extrnordinury credit (charges) 7,762 

903 
8,005 8,026 

(925) 
4,214 

Nc:~ income. L,8,665 $ 8,oo5 ~ 2_,1Q! $ 4,214 
·= Per slmrc: 

Income before securities gains (losses) 
and extraordinary items ~1.45 $1.58 $1.58 $1.15 Securities gains (losses), less income 
tax effect 

~ .....<..:iLl> __L.W ....L]l) 
tncome b~fore cxtraordina~y items 1.50 1.55 1.~6 .82 Extraordinary credit (charges) .--:.!2 - _L.ll) -Net income §1.67 ll~ §_!, •. ~ .~ 
Dividends declared $ .24_ $ .24 ~ w~ = 
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8, 739 

(155) 

8,584 
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Item 2. Summary of Operations. (Continued) 

Notes to Summary of Operations 

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 is included under the equity method beginning with the fiscal 
year ended March 2, 1974 (see Note 1 to the accompanying consolidated 
financial statements). 

The extraordinary charges for. the year ended March 3, 1973 
represented settlement. of la,vsuits, less income tax effect. The 
extraordinary credit for the year ended March 1, 1975 represented the 
amount of federal income tax 'vhich is not payable due to offset of 
capital loss carry-forwards, primarily from the year ended March 4, 
1972. 

Follmving is a summary of the shares used in per share 
earnings computations : 

Fiscal year ended in 
1975 1974 1973 1972 1971 --

Weighted average 
shares outstand-
ing 5,179,000 5,179,000 5,009,000 5,028,000 4,957,000 

Dilution as sum-
ing exercise 
of outstanding 
stock options 1,000 60,000 88,000 123,000 

Shares used 5,179,000 5,180,000 5,129,00()_ 5,116,000 5,080,000 

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

Management's Discussion and Analysis 
of the Summary of Operations 

· The decline in stamp service revenues throughout the five
year period ended March 1, 1975 has been caused by various factors 
as explained above in Item 1. 

Revenues from merchandise promotions and incentive sales 
have increased sharply during the two years ended March 1, 1975 pri
marily as a result of the Company's diversification into developing, 
for oil companies and other large issrlers of credit cards, complete 
merchandise packages for their credit card holders. 

--------···--· ·- --
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Item 2. Summary of Operations. (Continued) 

Candy sales increased from fiscal 1973 to fiscal 1974 due 
to modest increases in average price per pound and number of pounds 
sold. The increase in fiscal 1975 resulted from substantial further 
improvement in the pricing structure. 

The increase in dividend and interest income from fiscal 
1973 to fiscal 1974 was mainly the result of i.mproved yield on 
equity securities. ~ 

Other revenues in fiscal 1975 included a $1,254,000 gain 
on sale of the Company's Richmond, California warehouse and a 
$311,000 gain on purchase and early retirement of outstanding 
debentures. 

Cost of redemptions and sales during the two years ended 
Narch 1, 1975 was generally commensurate 'vith related revenues. 

The increase in selling, general and administrative 
expenses from fiscal 1974 to fiscal 1975 was due mainly to a slight 
overall increase in employee compensation as 'vell as an increase in 
commissions paid 'vith respect to credit card merchandise promotions. 

The sharp rise in interest expense during fiscal 1974 and 
1975, despite a slight reduction in average loan balances over the 
period, was caused principally by increases in the prime interest 
rate upon 'vhich loan interest was based. 

The provision for income taxes declined as a percentage 
of pre-tax income from 32% in fiscal 1973 to 23% in fiscal 1974 due 

to an increase in dividend income, most of ,.,hich is 85% excludable 
in computing federal taxable income. The effective rate dropped 
further to 19% in fiscal 1975 because excludable dividends, although 
reduced, represented a greater proportion of pre-tax income. 

The Company's equity in net income of \.Jesco Financial Cor
poration increased from fiscal 1974 to fiscal 1975 due to a sub
stantial increase in ownership, which is now 64%. Wesco's earnings 
declinec. 

Securities gains and losses fluctuate from year to year 
and accordingly are set out separately. The after-tax change from 
net losses of $185,000 in fiscal 1974 to net gains of $254,000 ir. 
fiscal 1975, although material, was not abnormal to the business. 

--- ----------~-~-:---=-------
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Item 2. Summary of Operations. (Continued) 

Revenues, expenses, earnings and other items set forth 
on the summary of operations are not necessarily indicative of 
future revenues, e:&penses, earnings and other items. Ia particular, 
stamp service revenues have declined over the past five years and 
the contribution of the trading stamp business to pre-tax earnings 
over the same period has declined to nil (see Item 1). As indi
cated in Note 10 to the accompanying consolidated financial state
ments, the Company believes that a sale or spin-off of one-third 
of its California trading stamp business, if consummated under 
existing market conditions, would compel it to discontinue issuance 
of trading stamps. However, the Company now considers forced con
summation of any sale or spin-off unlikely. 

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 agreement 
expiring July 31, 1980. In June 1974 the Company completed the sale 
of a 4,900,000-cubic-foot distribution center in Richmond, California. 

The candy manufacturing subsidiary manufactures candy in 
approximately 220,000 square feet of fully equipped kitchen facili
ties ~vhich it owns in Los Angeles and South San Francisco. 

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

Redemption stores, candy shops and savings and loan branch 
offi'ces are normally leased. The leases expire on various dates, 
none later than 1994. 

Item 4. Parents and Subsidiaries. 

Warren E. Buffett, a director of the Company, holds bene
ficially 13% of the Company's 5,178,7.70 shares of common stock 
outstanding; the beneficial holdings of Mr. Buffett and his asso
ciates aggregate 55%. Mr. Buffett, his wife and entities with which 
they are assoc.iated own shares of the Company's common stock, as 
follows: 

-------~~---~----:;; ---~------~~-.,.._,-~~ .. .,.,-- "~ ~ --------------
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Item 4. Parents andSubsidiaries. (Continued) 

Warren E. lluffett 

Susan T. Buffett, spouse, children of 
Mr. Buffett and trusts of which he 
is trustee but has no beneficial 
interest 

Subsidiaries of Diversified Retailing 
Company, Inc. (a) 

Be:r;:_kshire Hatha>~ay Inc. and subsidi
aries (b) 

550,090 

126,628 

841,900 

1,325,233 

(a) Nr. andMrs. Buffett own 44% of the common stock of 

Diversified Retailing Company, Inc. (which through a subsidiary 
is principally engaged in operating women's apparel stores). 

(b) Mr. and Mrs. Buffett own 36% of the common stock.of 
Berkshire Hathaway Inc. (which is principally engaged in the manu
factuce and sale of textiles, and ownership of subsidiaries which 
are principally engaged in the banking and insurance businesses). 
In addition, Diversified Retailing Company, Inc. and subsidiaries, 

referred to in (a) above, own 13% of such stock. 

The Company owns 99% of the outstanding common stock of 

See's Candy Shops, Incorporated, which, in turn, owns 100% of t,he 
counnon stock of See's Candies, Inc., both California corporations. 

Financial statements of both companies are included in th(1; Com
pany's consolidated financial statements from date of acquisition 

in January 1972. 

The Company owns 64% of the outstanding common stock of 
W'i~sco Financial Corporation ("Wesco"), a Delaware· corporation, 
which, in turn, owns all of the outstanding stock of Mutual Savings 
and Loan Association, a California corporation, whose subsidiaries 
are insignificant in the aggregate. The Company, beginning with 
its fiscal y~ar ended March 2, 1974, has taken up its equity in 

Wesco's consolidated undistrib~ted net earnings. 
unconsolidated financial statements of Wesco are 
herein by reference to Wesco's Form 10-K Annual 

ended December 31, 1974. 

Consolidated and 
iric~rpora.ted 

Report for the year 

' - - - ' - ...... , 
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Item 5. Legal Proceedings. 

(a) United States of America v. Blue Chip Stamp Company, 
Alexander's Markets, Lucky Stores, Inc., Market 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. 

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 ~ubmitted 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 made 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 to 
study the feasibilityof a sale or spin-off of a portion of the 
Company's trading stamp business under existing conditions. The 
report of the independent expert has not yet been filed with the 
Court. The Company believes that such a sale or spin-off, if con
summated under existing market conditions, would compel it to dis
continue issuance of trading stamps. However, the Company now 
considers forced consummation of any sale or spin-off unlikely. 

(b) 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 corporation, 
Alexander's M&rkets, Lucky Stores, Inc., Market Basket, Purity 

.. 

Stores, Inc., Ralphs Grocery Company, Safeway Stores, Inc., 
Thriftimart, 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. 

-----------·---------~~-.. ----~--, .. ' . .. . . . - .. · 
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Item 5. Legal Proceedings. (Continued) 

This purported class action 1~as filed on behalf of 
retailer users of Blue Chip Stamps who failed to purchase stock 
of the Company in a 1968 offering to retailer users. The amended 
complaint filed January 27, 1971 alleges damages 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 dis
missed with prejudice by the United States Dist;rict 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 Com
pany 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 stockholders. 

On petition of the Company, the United States Supreme 
Court granted review ,<md on March 24, 1975 the case was argued and 
submitted for decision to the Supreme Court. On June 5, 1974 the 
Company was served with a complaint in a substantially identical 
action filed in Los Angeles County Superior Court on June 21, 1971. 
Further proceedings have been held in abeyance in this state action 
by mutual consent until determination by the United Stat.es Supreme 
Court in the federal action. In the opinion of counsel for the 
Company, upon the facts nmv known and the present state of the law, 
there appear to be substantial de.fenses on the merits to the com
plaints in both the federal and state actions. 

(c) Eleanor A. Botney and Thelma G. Daar, in behalf of them-
glves and all 
Angeles County 

others similarly situated v. Blue Chip Stamps. Los 
Superior Court, No. 997,374 filed March 1, 1971. 

~--·-'"· . ,---=--~-------~~·--· 
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Item 5. Legal Proceedings. (Continued) 

This is a purported class action to recover for stamp 
savers monies collected by the Company as reimbursen)ent for 
California sales taxes on redemption of stamps. Plaintiffs claim 
that redemption transactions are not taxable and that all such 
collections should be returned or, alternatively, that such collec
tions exceeded the tax properly payable and such excess should be 
returned. The Company has paid sales taxes to the state equal to 

its reimbursement collections. The Company has asserted claims 
against the state for reimbursement of all or part of any recovery 
by plaintiffs. Follo1"ing denial of these claims by tho state, the 
Company cross-complained against the state seeking indemnity. The 
original class action complaint against the Company '"as amended to 
allege fraud and to seek punitive damages. On June 1, 1973 two 
partial summary judgments were entered by way of interlocutory orders, 
neither of '"hich has yet become final or appealable. The first '"as 
in favor of the Company to the effect that the redemption transac
tions were taxable. The second was in favor of plaintiffs to the 
effect that the Company's collections exceeded the tax properly pay
able. fn the opinion of counsel for the Company, the second partial 
summary judgment was erroneous. The class action complaint was also 
amended effective September 19, 1974 to assert, in substance, that 
the Company's predecessor had engaged in similar conduct from 1961 
until its merger into the Ctmpany in 1968, and that the Company must 
respond in respect of the alleged liability of its predecessor to 

plaintiffs and the persons they purport to represent for over-reim
bursement of sales taxes. Issues relating to the class action 
asp~cts of the case remain unresolved along with a number of issues 
of fact. Maximum liability in respect of this action as amended is 
estimated at $17,000,000 less the amount of any money 1qhich may be 
recovered on the claims against the state. Counsel believes the 
prospects for some such recovery to be good. In the opinion of 
counsel for the Company, substantial defenses are available, but 
counsel cannot predict the ultimate outcome of the action. 

(d) The information as to pending legal proceedings set forth 
in Item 5 of the Form 10-K Annual a~port for the year ended December 
31, l974 filed by Wesco Financial Corporation, a subsidiary of the 
Company, is incorporated herein by reference. 

DIS. _ c-1 •OSURE-® IFTH~~~OVEPAGE ISLES~:~~~~~~~NTHISST~TE:~;T~;~;·-· 
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Item 6. Increases and Decreases in Outstanding Securities. 

Follo1~ing is an analysis of changes in the amount of the 
Company's 6-3/4% Subordinated Debentures due 1978 outstanding during 
the fiscal year ended March 1, 1975: 

Balan.ce, March 2, 1974 
Debentures purchased and applied against 

sinking fund -

$10,553,000 

Invitation for tenders, July and August 1974 
Invitation for tenders, February 1975 

Open market or private purchases 

(1, 968. 000) 
(1,797,000) 

(276,000) 

Balance, March 1, 1975 $ 6,512,000 

There 1qere 5,179, 000 shares of $1 par value connnon stock 
outstanding throughout the fiscal year. 

Item 7. Approximate Number of Equity Security Holders. 

Title of class 

Connnon stock, par value 
·$1.00 per share 

Number of record holders 
as of April 7, 1975 

2,671 

Item 8. Executive Officers of the Registrant. 

Follo1qing is a list of the Company's executive officers, 
IVhose ages range from 57 to 42 years: 

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

James D. Carter 
Walter M. Cusack 
William K. Klepper 
Kenneth E. Wittmeyer 

Position 

Chairman of the Board and President 
Executive Vice President and Director 
Vice President, Information Systems 
Vice President, Secretary and 

Treasurer 
Vice President, Operations 
Vice President, Incentives 
Vice President, Merchandise 
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-1) No. 2-35318 dated December 17, 1969. 

--~-~-~~--~~----------·--· 
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Item 10. Financial Statements and Exhibits Filed. 

(a) Financial Statements: 

Index to Financial Statements 

The March 1, 1975 and March 2, 1974 consolidated balance 
sheets and consolidated statements of income and retained earnings 
and of changes in financial position, and notes thereto, together 
with the report thereon of Price Waterhouse & Co. dated April 14, 
1975, as reproduced herein from the 1975 printed annual report of 
Blue Chip Stamps, are incorporated in this Form· 10-K Annual Report. 
With the exception of the aforementioned information, data con
tained in the 1975 printed annual report are not to be deemed filed 
as part of this report. 

The December 31, 1974 and 1973 consolidated and unconsoli
dated balance sheets and statements of earnings, stockholders' equity 
and changes in financial position of Wesco Financial Corporation, 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 14, 1975, are incorporated herein by reference to the 
Form 10-K Annual Report listed below in Item lO(b}. 

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 indebtedness of its consolidated 
subsidiary to unaffiliated parties is five per cent or less of total 
consolidated assets. 

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 
cable 
ments 

financial data 
or the required 
or notes. 

have been omitted because they are not appli
information·is shown in such financial state-

~----~--~----::--~· .. 
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I tern 10. Financial Statements at·,d Exhibits Filed. (Continued) 

Consent of independent accountants 

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

consolidated financial statements 

Financial schedules -
I - Marketable 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) Exhibits: 

(1) Incorporated by reference to Form 10-K 
Annual Report filed by Wesco Financial 
Corporation for the year ended 
December 31, 1974 -

Item 5. Pending Legal Proceedings 

Consolidated and unconsolidated 
financial statements of Hesco 
Financial Corporation 

(2) Filed herewith - None 

'. « 7-~--. --~~-···.......----·- -· 

Page 
number 

S-1 

s-2 to s-4 

s-5 

s-6 

S-7 

S-8 

S-9 
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PART II 

Items 11 to 15 Inclusive. 

These items are omitted pursuant to General Instruction H 
to Form 10-K. The Company has filed with the Securities and Exchange 
Commission a definitive prolcy statemEmt pursuant to Regulation 14A 
for its annual meeting of stockholders scheduled for May 22, 1975. 

SIGNATURES 

Pursuant to the requirements of Section 13 of the 
Securities Exchange A-::t of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, there
unto duly authorized. 

Date May 12, 1975 

BLUE CHIP STAMPS 

J(II&.:J 
By _____ /ws~/--~R~.~~H~··~B~i~r~d~-------

R. H. Bird 
Vice President, 

Secretary and Treasurer 

DISC--~- '08 u R E' '® IF THE ABOVE PAG·E;S LESS CLEAR THAN THIS STATEMEN;, "IT IS~· 
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CONSENT OF INDEPENDENT-ACCOUNTANTS 

We hereby consent to the application of our report dated 
April 14, 1975, ~~hich is reproduced herein together with the con
solidated financial statements as they appear in Blue Chip Stamps' 
1975 printed annual report to stockholders, to the additional 
financia:!. data listed in the foregoing index when this data is 
read in conjunction with the consolidated f:i.nancial statements 
referred to above; our report and the consolidated financial state
ments have been incorporated in this Form 1.0-K Annual Report. The 
examinations referred to in our report included examinations of the 
additional financial data. 

Los Angeles, California 
April 14, 1975 

? . ) '. ~ 
,. • M.« t t.J ,:.?;;;/..,,,,_,_ .(' ' 
PRICE WATERHOUSE & CO. 
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SUPPLEMENTARY INFORMATION TO 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Income from marketable securities: 
Interest 
Dividends 

Fiscal year ended in 
1975 1974 

$1,652,000 
6,086,000 

$7,738,000 

$1,521,000 
6,739,000 

$8,260,000 

At March 1, 1975 accounts receivable include $1,920,000 
relating to sales of marketable securities. 

Beginning and ending inventories for the t~vo fiscal years 
ended in 1975 are as follows: 

March 1, 1975 
March 2, 1974 
March 3, 1973 

$11,767,000 
10,355,000 
13,114,000 

The above amounts consist primarily of redemption merchandise except 
that the March 1, 1975, March 2, 1974 and March 3, 1973 amounts in
clude $3,168,000, $2,225,000, and $1,214,000 relating to candy 
operations. 

The estimated useful lives used in computing depreciation 

and amortization are as follows: 

Buildings 
Furniture, fixtures and 

equipment 
Leasehold improvements 

10 to 40 years 

3 to 15 years 
Lives of leases 

Expenditures for rene\vals and betterments of property, 
fixtures and equipment are capitalized; maintenance and repair costs 
are charged to income as incurred. When assets are retired or other
wise 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 excess of cost over equity in net assets of the con
solidated subsidiary increased from $17,223,000 at March 3, 1973 to 
$17,227,000 at March 2, 1974 due to purchases of additional shares, 

D. -1.s· ·c; 05·~ ·u~ -R·-- E. ®.IFTHE~BOVEPAGEISLESSCLEARTHANTHISS~:T~MENT.ITIS 
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and remained at $17,227,000 at March 1, 1975. These amounts are 
shown net of accumulated amortization of $482,000, $913,000 and 
$1,344,000. 

The components of accounts payable and accrued expenses 
are as follows: 

March 1, March 2, 
1975 1974 

Accounts payable $3,344,000 $5,745,000 
Accrued compensation 1,601,000 1,831,000 
Taxes other than income 5442000 5702000 

~5 ,489, 000 $8,146,000 

Included in interest and discount amortization is amortiza
tion of debenture discount amounting to $306,000 and $365,000 for the 
fiscal years ended in 1975 and 1974. Debenture discount is being 
amortized over the term of the debentures by use of the debentures 
outstanding method. Unamortized debenture discount of $595,000 and 
$982,000 at March 1, 1975 and March 2, 1974 is included in prepaid 
income taxes and other expenses. 

Rental commitments apply primarily to redemption stores and 
candy shops. 

The Company has a renewable line of credit in the maximum 
amount of $5,000,000. Marketable securities 'qith a market value of 
at least 150% of the outstanding borrowings must be maintained as 
collateral. There were no such borrowings at Ma=ch 1, 1975 or March 
2, 1974, and the maximum outstanding monthend balance during the year 
ended in 1975 ,qas $1,000,000. Interest, which is at prime rate, 
averaged 10.7% during the year based on the average daily balance of 
$96,000. 

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 gr~nted in March 1970 at $14.75 per 

D--1-s.c. ·osu--·-R. E ®-IF THE A_ BOVE.PAGE IS LESS CL_ EAR THAN THIS STATEMENT. IT IS 
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share and options for 18,000 shares were granted in March 1972 at 
$15.1875 per share, fair market value 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 March 1, 
1975 and March 2, 1974, 224,500 and 194,.000 shares '"ere 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 '11hich became exercisable 
during the period: 

Number of shares 
Option price -

Per share 

Total 

Market price at date first 
exercisable -

Per share 

Total 

Options exercised during the period: 

Fiscal year 

6,375 

$14.75 and 
$15.1875 

$96,000 

$ 8.375 and 
$ 8.625 

$54,516 

None 

ended in 
1974 

6,375 

$14.75 and 
$15.1875 

$96,000 

$13.00 and 
$13.125 

$83,438 

None 

At March 1, 1975 options to purchase 18,700 shares were outstanding 
at an aggregate price of $280,856 (including options for 12,950 
shares currently exercisable for $193,528). 

There were 5,179,000 shares of the Company's common stock 
outstanding throughout the two-year period ended March 1, 1975. 

- ·~·-~-·-. ----- ---"'~~~· --.-.=,_,=---

01 S·. c.· 6s u··· R E® IF THE ABOVE PAGE IS LE~S c ___ L. EAR ~ .. AN THIS STATEMIENT. IT IS 
'\\, . I.: · . DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT, 

. . '. . . 

•••.. ~. 
:'; 
':: 



',)I 

() 

;:_, 

,, 

BLUE CHIP STAMPS 

SCHEDULE I - MARKETABLE SECURITIES 
MARCH 1, 19/'5 

Name of issuer 
and title of issue 

Number of shares or 
units - principal 

amount of bonds and 
notes 

Commercial paper 

Preferred ~. tocks: 
Duke Power Company, 6.75% 

Cum. Conv. 
Other 

Common stacks: 
American Water Works Company, Inc. 
Baystate Corporation 
CleveTrust Corporation 
Detroitbank Corporation 
Hartford Na'tional C()rporation 
Manufacturers Natiotial Corporation 
National Detroit Corporation 
Northeast Bancorp, Inc. 
Pittsburgh National Corporation 
San Jose Water Works 
Shawmut Association, Inc. 
Source Capital, Inc. 
State Street Boston 

Financial Corporation · 
The TI Corporation (of California.) 
othe15 

Total market~ble securities 

$5,450,000 

10,000 
23,800 

86,800 
108,480 
133,098 
155,083 

84,844 
109,470 
289,880 
34,650 

261,500 
34,300 
68,423 

1,257,127 

62,239 
74,416 

107,179 

Amount at which 
shown in balance 

sheet 

$ 5,382,000 

$ 1,000,000 
463,000 

2 1,463,000 

$ 1,062,000 
3,557,000 
5,472,000 
7,170,000 
2,569,000 
3,706,000 

14,084,000 
1,117,000 
8,890,000 
1,175,000 
3,533,000 

12,075,000 

2,530,000 
1,395,000 
2,361,000 

$70,696,000 

$77,541,000 

Value based 
on market 

quotations at 
March 1, 1975 

$ 5,382,000 

$ 682,000 
369,000 

$ 1,051,000 

$ 749,000 
2,793,000 
4,758,000 
5,389,000 
1,368,000 
2,545,000 
9,928,000 

762,000 
6,734,000 
1,098,000 
2,121,000 

10,686,000 

1,556,000 
1,023,000 
1,651,000 

$53' 161,000 

$59,594,000 

en 
I 

\.11 
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BLUE CHIP STANPS 

SCHEDULE III- INVESl}ffiNTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS 
RECEIVED FRON AFFILIATES AND OTHER PERSONS 

""' Balance at 
Balance at beginning of eeriod Additions Deductions end of eeriod 

Distributions 
Equity of ea~:nings 

Name of issuer Number 
taken up in by herson in Amount ear:->ings of ~<hie earnings Number and description of of in affiliate for \Vere of investment shares dollars the period Purchases ~ taken ue shares 

Year ended March 21 1974: 
Investment in common 

stock of l~esco 
Financial .. Corporation ('~~esco ") 518,860 $ 8,099,000 $1,455,000 $8,125,000 $218,000 $451,000 1,058,042 (1) (2) (3) 

Year ended Harch 11 1975: 
Investment in common 

stock of Wesco 1,058,042 $17,446,000 $2,189,000 $7,025,000 $457,000 $810,000 1,527,299 (1) (2) (3) (4) 

(1) The amounts sho~<n in the income statements are $32,000 ~nd $58,000 less for the fiscal years ended in 
1974 and 1975, respectively, due to provision for incrnne taxes on the portion distributed, 

(2) This amount is the amortization of the excess of equity in Wesco's net assets over cost (~<hich 
intangible first arose during the fiscal year ended in 1974). 

(3) Represents. 44.6% and 64.4% of l~esco's outstanding stock at Narch 2, 1974 and March 1, 1975, respectively, 

(4) This amount is net of $186,000 income taxes provided on Wesco's undistributed earnings, 

Amount 
in 

dollars 

$17,446,000 

$26,307,000 

CJl 
I 

"' 

·--~~·-----·-·~· ·--~-----~-~~--"'~----~~~~- --~-.,------ .. 
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BLUE CHIP STAMPS 

SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT 

Classification 

Year ended March 2, 1974: 

Land 
Buildings 
Furniture, fixtures and 

equipment 
Leasehold improvements 

l:~ended March 1, 1975: 

Land 
Buildings 
Furniture, fixtures and 

equipment 
Leasehold improvements 

,~DISCLOSUR-E®-~u~:~:~i~;:~~~~~~~~~A~z:~;l~~s ::~T~~~~~~~~ 
~ " 

Balance at 
beginning 
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 

fi .. 

t 
' 

I 

Additions 
at cost 

$ 52,000 

629,000 
398,000 

~1,079,000 

$ 24,000 

574,000 
309,000 

$ 907,000 

Ml , l)) 
I 

~ ' I 
; 

' 

Retirements 

$ 297,000 
227,000 

$ 524,000 

$ 577,000 
1,748,000 

816,000 
131,000 

~3,272,000 

Balance at 
end of 
period 

$ 2,900,000 
5,755,000 

9,289,000 
4,287,000 

~22,231,000 

$ 2,323,000 
4,031,000 

9,047,000 
4,465,000 

$19,866,000 

Ul 
.1 

'-J 

~' 

' 
~ 

" ' 
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BLUE CHIP STAMPS 

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

Description 

Year ended March 2, 1974: 

Buildings 
Furniture, fixtures and 

equipment 
Leasehold improvements 

Year ended Harch 1 1 197.5: 

Buildings 
Furniture, fixtures and 

equipment 
Leasehold improvements 

.,_~~- -.-- --- ·.-- -·-.,. --;:---~~-'"---:---..,.----~-... ~-~-~-" --~-~~~-- 'T "------------ _,_, ____ ·.,- _,_. _____ . __ .. __ ,., -
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Balance at 
beginning 
of period 

$ 2,198,000 

6,794,000 
1,899,000 

~10,891,000 

$ 2,434,000 

7,243,000 
2,100,000 

~1. 777 ,ooo 

Additions 
charged to 
costs and 
expenses 

$ 236,000 

720,000 
397,000 

~1,353,000 

$ 193,000 

630,000 
397,000 

~1,22_D,OOO 

Retirements 

$ 271,000 
196,000 

~ 467,000 

$ 523,000 

778,000 
103,000 

~1,404,000 

Balance at 
end of 
period 

$ 2,434,000 

7,243,000 
2,100,000 

~11, 777 ,ooo 

$ 2,104,000 

7,095,000 
2,394,000 

~11,593,000 

en 
I 

00 
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BLUE CHIP STAMPS 
•• 

SCHEDULE XVI - SUPPLEMENTARY INCOME STATEMENT INFORMATION 

Item 

Year ended March 2, 1974: 

Maintenance and repairs 
Taxes other than income taxes -

Payroll 
Other 

Advertising costs 

Year ended March 1, 1975: 

Maintenance and repairs 
Taxes other than income taxes -

Payroll 
Other 

Advertising costs 

Charged 
to costs 

and expenses 

$1,120,000 

1,528,000 
734,000 

1,012,000 

$1,244,000 

1,427,000 
576,000 
612,000 

No royalties or research and development costs were incurred. 
Depreciation, amortization and rents are disclosed in the notes 
to consolidated financial statements. 

__ "\'_"_,..,.. 

Dls.c• ·os.u Re®.I.FTHE ABO.VE PAGE IS LE.SS CLEAR THAN THI.S S.TATEMENT.IT IS 
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Report ol" lutlct•cudcut 1\ccottufuuts 

To the Board of Directors and 
Stockholders of Blue Chip Stamps 

606 SOUTH OLIVE STREET, LOS ANGELES, CALIFORNIA 900U 
213·623·2131 

Apri/14, 1975 

We have examined the consolidated balance sheet of Blue Chip Stamps and 
its consolidated subsidiary as of March 1, 1975 and March 2, 1974, and the 
related consolidated statements of income and retained earnings and of 
changes in financial position for the fiscal years then ended. Our examinations 
were made in accordance with generally accepted audi/ing standards and 
accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. We did not 
examine the financial statements of Wesco Financial Corporation which is 
accounted tor on the equity method in the consolidated financial statements 
(Note 1 ). Tl1ese statements were examined by other independent accountants 
whose report thereon has been furnished to us. Our opinion expressed herein, 
insofar as it relates to the amounts included for Wesco Financial Corporation, 
is based so/ely upon such report. 

As explained in Note 10 to the accompanying consolidated financial 
statements, the Company is subject to certain legal proceedings. 

In our opinion, based on our examinations and the report of other 
independent accountants, subject to the effect, if any, of the legal proceedings 
referred to in the preceding paragraph, the consolidated financial statements 
present fairly the financial position of Blue Chip Stamps and its consolidated 
subsidiary at March 1, 1975 and March 2, 197 4 and the results ottheir operations 
and the changes in financial position for the fiscal years then ended, 
in conformity with generally accepted accounting principles consistently applied. 

?.AU.,_ LJ~ ~ ~. 
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Consolicbttcd ll;tlatucc Slacct Blue Chip Stamps 

March 1,1975 and March 2,1974 (Note 1) 

1975 
ASSETS 

Cash ...............•......................................•....•. $ 1.506,000 
Marketable securities, at cost (market value, $59,594,000 at 

March 1, 1975 and $128,654,000 at March 2, 1974) (Note 3) . . . . . . . . . . . . . . 77,541,000 
Accounts receivable ...... , ......•..........••........ , ........ , . . . . 5,529,000 
Merchandise and supplies inventories, at the lower of cost 

(first-in, first-out) or market .•..•......•.••............ , ..• , , ....•... 

Prepaid income taxes and other expenses (Note 7) ... , .•.... , , ...•....... 

11,767,000 
6,689,000 

Property, fixtures and equipment, net (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,273,000 
Investment in Wesco Financial Corporation (Note 1) . . . . . . . . . . . . . . . . . . . . . . 26,307,000 
Excess of cost over equity in net assets of See's Candy Shops, 

Incorporated, less accumulated amortization (Note 1) ................... ~1§~83,000 
$153,495,000 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Accounts payable and accrued expenses ............................... S 5,489,000 
2,002,000 

72,183,000 
Income taxes payable (Note 7) ..•.......••........................•... 

Liability lor unredeemed trading stamps (Note 2) ..•.....•......•......... 

Notes payable to bank .............................................. . 

6%% Subordinated Debentures due 1978 (Note 5) .................. , ... . 

Stockholders' equity (Notes 5, 7, 8 and 1 0): 

Common stock, par value $1.00 
Shares authorized- 7,000,000 

6,512,000 

Shares outstanding- 5,179,000 .. , ................. , ...... , ... , . . . 5,179,000 
Paid-in capital .....•......................... , ... , •..... , . • • . . . . . 1 ,579,000 
Retained earnings ......................... , ......... , ............ _ §O,S~1 ,000 

Total stockholders' equity ................•................... ~67,~09,000 

$_!53,~5,000 

1974 

$ 3,013,000 

132,743,000 
4,034,000 

10,355,000 
5,861,000 

10,454,000 
17,446,000 

16,314,000 
$200,220,000 

$ 8,146,000 
2,858,000 

78,776,000 
40,000,000 
10,553,000 

--------
~0,333,000 

5,179,000 
1,579,000 

_51~ 29,0_0_() 
59,887,000 

$200,220,00~ 

See accompanying notes to consolidated financial statements 

--- ~~ --- -' - ·----- . ·-· ~ -- - >---~· .- - . 
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Cottsolidated Statemeut ot• btccnue 
a11d Retai11ed Earuings Blue Chip Stamps 

Filly-two Weeks Ended March 1, 1975 and March 2, 1974 (Note 1) 

1975 

Revenues: 
Stamp service revenues (Note 2) .................................... S 25,564,000 

Merchandise promotions and incentive sales . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,022,000 

Candy sales . . . • • . . . . . . • . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . 42,907,000 

Dividends and interest . . . . . . . . . . • . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . 7,738,000 

Otherrevenues (Notes 4 and 5) . . . . .. . . . . . .. . . . .. . . . . .. • . . .. . .. . . .. . 2,134,000 

Costs and expenses: 
Cost of redemptions and sales (Note 2) ...•.........•................. 

Selling, general and administrative expenses ...............•....... , .. 
Interest and discount amortization .....•..........................•.. 

Income before income taxes, equity in net income of 
Wesco Financial Corporation. securities gains (losses) and 
extraordinary credit .....•.. :. . ,,_ ................................. . 

Provision for income taxes (No)~ 7) ... , . . . . . . . . . . . ................... . 

89,365,000 

54,912,000 
23,483,000 

4,356,000 

_82,_7~ 1. ()00 

6,614,000 
(1,237,000) 

Equity in net income of Wesco/cinancia! ·~orporation (Notes 1 and 7) ....... , . ~-~,_1_:3_1_,00_() 
Income before securities gains\{losses) ai)d extraordinary credit . . . . . • . • . . . . . 7,508,000 

Securities gains (losses), less ir\come t8xeffect (Note 7) . . . . . . . . . . . . . . • . . . . 254,000 

Extraordinary credit (Note 7) .... :. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 903,000 
Net income .............................................•.......... __ 8,66_5,_()00 
Retained earnings at beginning of year . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,129,000 

Cash dividends of $.24 per share per year (Note 5) ........................ _ _11,2_'13,000) 

Retained earnings at end of year .................................. · ... ·~ ~0.§51,99~ 

Amounts per share based on weighted average shares outstanding: 
Income beiore securities gains (losses) and extraordinary credit .......•... 
Securities gains (losses) .......................................... . 
Extraordinary credit ...........................•...•............... 
Net income ..............................•....•.................. 

$1.45 
.05 
.17 

$1.67 :=:....--= 

1974 

$ 51,375,0(;)0 

6,261,000 

35,780,000 
8,260,000 

543,000 

102,219,000 

68,156,000 
21,263,000 

3,962,000 
93,381,000 

8,838,000 
(2,0i 1,000) 
1,423,000 ------- ~---·--

8,190,000 

(185,000) 

8,005,000 
46,367,000 

~(1.~43_,000) 
$ 53,129,000 
~----;-_-::::_ =---:-.:~-= 

$1.58 
(.03) 

$1.55 

See accompanying notes to consolidaled financial slatements 

.. . . . . .. . .. . . . ·- - ........ - -:- . . . .. . . . . . 
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Consolidat~tl Statement of Changes in 
Financial Position Blue Chip Stamps 

Fifty-two Weeks EndeJ.March 1,1975 and March 2,1974 (Note 1) 

1975 

Sources of cash: 
Income before extraordinary credit . . . ...... _ ..•.•.•.•.............. $ 7,762,000 

Add (deduct) items not requiring (providing) cash: 
Depreciation and amortization ...... , ..........•.................. 

Increase in prepaid income taxes and other expenses ............... . 
Equity in net income of Wesco Financial Corporation less 

dividends received, net of income taxes .........•................ 

1,582,000 

(1 ,216,000) 

(1 ,379,000) 

Cash provided by operations before extraordinary credit . . . . . . . . . . . . . . . . . 6,749,000 

Extraordinary credit- federal income tax not payable 
due to offset of capital loss carry-forwards . . . . . . . . . . . . . . . . . . . . . . . . . . 903,000 

Decrease in marketable securities .... { . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,202,000 

Decrease (increase) in property, fixtures and equipment . . . . . . . . . . . . . . . . . 961,000 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63,815,000 

Uses of cash: 
Decrease (increase) in notes payable to cank . . . . . . . . . . . . . . . . . . . . . . . . . . 40,000,000 

Purchase of debentures for retirement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,041,000 

Purchase of stock of Wesco Financial Corporation . . . . . . . . . . . . . . . . . . . . . . 7,025,000 

Payment of dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,243,000 

Increase (decrease) in accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,495,000 

Increase (decrease) in merchandise and supplies inventories . . . . . . . . . . . . . 1 ,412,000 

Decrease in accounts payable ..................•................. , . 2,657,000 

Decrease in income taxes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 856,000 

Decrease in liability for unredeemed trading stamps . . . . . . . . . . . . . . . . . . . . 6,593,000 

Total • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,322,000 

Decrease in cash ................................................... $ (1 ,507 ,000) 

..... 

$ 

1974 

8,005,000 

1,931,000 

(91,000) 

(1 ,004,000) 

8,841,000 

11,858,000 

(1 ,022,000) 

19,677,000 

(1 0,245,000) 

287,000 

16,224,000 

1,243,000 

(114,000) 

(2,759,000) 

480,000 

1,169,000 

14,575,000 

20,860,000 

$ (1,183,000) 

See accompanying notes to consolidated financlal Statements 

-~----····....-~-----------..,.;...-~--~--~-- .. ..._ ~- ,. 
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Notes to Consolidated 
Finaueial Statements 

NOTE 1 - Suboldlary companlao: 

The consolidated financial statements include the 
accounts of the Company and its 99%-owned 
subsidiary, See's Candy Shops, Incorporated (See's}. 
The excess of cost ovar equity in the net assets of 
See's is being amortized over 40 years; amortization 
amounted to $431,000 in each of the fiscal years 
ended in 1975and 1974. 

The Company's investment in Wesco Financial 
Corporation (Wesco), a savings aildioan holding 
company, has increased from 21.9% at March 3, 
1973to44.6% atMaroh2, 1974and64.4% at March 
1, 1975. The investment is recorded at cost plus 
equity in Wesco's calendar-year net income, less 
taxes; the $18,699,000 and $12,562,000 excess of 
equity in the net assets of Wesco over cost at 
March 1,1975 and March 2,1974, respectively, 
is being amortized over 40 years. Such amortization 
amounted to $457,000 nnd $218,000 during the fiscal 
years ended in 1975 and 1974. Summarized financial 
information of Wesco for the years ended December 
31 , 197 4 and 1973 follows: 

December 31 1 December 31, 
1974 1973 

Assets-
Cash and marketable 

securities ....... $ 53,065,000 
Loans receivable, less 

unearned loan fees, 
unrealizJd profit 
and loans in 
process . . . . . . . . . 389,065,000 

Other assets . . . . . • . 23,516,000 
$465,646,000 

$ 40,112,000 

389,584,000 
22,284,000 

$451 ,980,000 

$345,530,000 
38,~99,000 

384,429,000 

Blue Chip Stamps 

reserves for which no provision for federal income 
taxes has been made. If in the future these 
appropriations are used for any purpose other than 
to absorb bad debt losses, federal income taxes will 
be imposed at the then applicable rates. The Federal 
Savings and Loan Insurance Corporation, in 
connection with the insurance of savings deposits, 
requires savings and loan associations to maintain 
certain reserves which may be used only for the 
purpose of absorbing losses. In addition, associations 
must maintain certain reserves under California law. 
Such reserve requirements were met as of 
December 31. 197 4 and 1973. 

NOTE 2 - Slamp service accounl!ng: 

The Company recognizes stamp service revenues 
upon issuance of its trading, stamps and provides a 
liability account for unreaeemed trading stamps 
consisting of estimates of the cost of merchandise 
and related redemption expenses. The Company's 
estimated ·ost of fGtu.re redemptions depends 
on two factors: (1) the percentage of stamps issued 
which will ultimately be redeemed and (2) the future 
cost of the merchandise and redemption expenses 
per stamp which will be required. The Company's 
accounting practice for many years has been to 
assume that 97.5% of stamps issued will ultimately 
be redeemed and to base its estimate of future 
redemption costs per stamp on the most recent 
information available. Both assumptions are 
considered less reliable now than in previous years 
bec<~use of the substantial decline in the Company's 
issuances of trading stamps and continuing increases 
in total redemption costs per st1.1mp. Under such 
conditions, the current redemption rate may well be 
less than the 9/.5% estimated with respect to prior 
years, and future redemption costs per stamp may 
well be higher than those projected. Because the 
Company does not yet have sufficient experience to 
be reasonably certain of a revised redemption rate or 
of the appropriateness of revising its method of 
estimating the future cost of merchandise and 
related redemption expenses, the Company has 
continued use of its historical accounting practice. 
The liability for unredeemed trading stamps of 
$72,183,000 at March 1, 1975, included $55,581 ,000 
for the cost of merchandise and $16,602,000 for 
redemption expenses. 

D. 1 sc. os. -u--R;E ® ~F T~E AB~~E-:AG: IS -L~SS CLEAR ;HAN THIS-ST~~EMENT.IT IS 
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NOTE 3- Marketable securllles: 

Following is a summary of marketable securities, 
which are stated at cost determined by the first-in, 
first-out method: 

Cost ~.arket Value 
March 1, 1975-

Short-term 
investments 

Preferred.and 
..... $ 5,382,000 $ 5,382,000 

comrnon stocks .. _ 72~159,000 ..._2~2gpoo 

$ 77,541 ,000 $ 59,394,000 

March 2,1974-
Short-term 

investments ..... $ 31,164,000 $ 31,183,000 
Preferred and 

common stocks .. 101,579,000 . 97,471,000 

$132,743,000 $128,654,000 
:..-....:.-.:--=--=== 

Marketable securities, among other assets, 
are held primarily for the purpose of satisfying the 
Company's obligation to redeem outstanding trading 
stamps wt]ich, based on the Company's experience, 
will be presented for redemption over a number 
of years. 

NOTE 4- Properly, fixtures and equipment: 

Following is a summary of property, fixtures and 
equipment. stated at cost: 

March 1, 
1975 

Land ................. $ 2,323,000 
Buildings . . . . . • . • . . • . . 4,031,000 
Furniture, fixtures 

and equipment . . . . . . . 9,047,000 
Leasehold improvements ._4_,4_6_5,_00_0 

19,866,000 
Less accumulated 

depreciation and 
amortization . . . . . . . . . 11 ,593,000 -----

$ 8,273,000 

March 2, 

~-__!!)]~4 ~ 
s 2,900,000 

5,755,000 

9,289,000 
4,287,000 
~---

22,231,000 

11,777,000 

$10,454,000 
=-----=-----=---== 

Depreciation and amortization of property, 
fixtures and equipment are provided by straight tine 
and accelerated methods over the estimated useful 
Jives of the assets. Total provisions amounted to 
$1 ,220,000 and $1 ,353,000 for the fiscal years 
ended in 1975and 1974. 

A $1,254,000 gain on the sale of the Company's 
Richmond, California warehouse is included in other 
revenues in the fiscal year ended in 1975. 

NOTE 5- Debentures: 

The indent:.:re underlying the debentures requires 
three annual sinking fund payments of $2,168,000 on 
approximately November30, 1976 through 1978. 
During the fiscal year ended in 1975 the Company 
purchased and retired $4,041,000 principal amount 
of debentures in anticipation of its November 30, 1974 
and 1975 sinking fund requirements. Gains oi 
$311,000 resulting from the purchases are included 
in other revenues. 

Under the terms of the indenture, the Company 
is permitted to pay cash dividends in any fiscal year 
in an amount not to exceed the greater of (a) 24 cents 
per share or (b) 25% of net income for the preceding 
fiscal year. Dividends may not be paid if the Company 
is in arrears in any sinking fund payments. 

NOTE 6- Pension and profilsharlng plans: 

Employees of the Company and of its consolidated 
subsidiary who meet certain eligibility requirements 
are covered under either Company-sponsored non
contributory pension or profit sharing plans or 
union-sponsored pension plans. The Company
sponsored plans are funded annually; the cost for 
the fiscal years ended in 1975 and 1974 approximated 
$386,000 and $435,000 respectively. There are no 
unfunded vested benefits under the plans. 

The Employee Retirement Income Security Act 
of 1974 is principally concerned with participation, 
vesting, and funding requirements. The Company 
does not expect that amendments to the pension 
and profit sharing plans which may be required under 
the Act will have a significant financial impact. 

NOTE 7- Taxes on income: 

The consolidated statement of income contains 
charges for income taxes as follows: 

Fiscal year ended!~--
1975 1974 --- - --Provision for income 

taxes ............... $1,237,000 
Charged against equity in 

net income of Wesco 
Financial Corporation 

Charged (credited) 
against securities 

244,000 

gains (losses) . . . . • • . . 284,000 
Extraordinary credit, 

representing federal 
income tax not payable 
due to the offset of capital 
loss carry-forwards ... _ _(903,000) 

Total taxes charged in 
income statement .... $ 862,000 

These taxes are payable as follows: 

$2,071,000 

32,000 

(9,000) 

$2,094,000 

__ Fiscal year ended in 
1975 1974 

Payable currently-
Federal ............. $ 788,000 
State . . . . . . . . . . . . . . . 789,000 

1,577,000 
Payable (recoverable) 

in the future-
Federal . . . . . . . . . . . (543,000) 
State . . . . . . . . . . . . . (172,000) 

(715,000) 
Total taxes charged in 

income statement .... $ 862,000 

$1,440,000 
667,000 ----

2,107,000 
----~-- .. 

(18,000) 
-5,000 

(13,0g()) 

$2,094,000 

-· ··----· 
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Of the above taxes, the amounts currently 
payable are included in income taxes payable on 
the consolidated balance sheet .The amounts payable 
(recoverable) in the future are included in prepaid 
income taxes or income taxes payable and result 
from the following timing differences in the 
recognition of revenue and expense items on the 
books as compared to the tax returns: 

Fiscal year ond•d in 
------ - •1------

Deductible California 
franchise taxes 

~- '1974_ 

over (under) those 
accrued on the books .• $ 429,000 

Deductible redemption 
expenses over (under) 
those accrued 
on the books . . . . • . . . . (1 ,351 ,000) 

Deferred taxes on 
undistributed earnings 
of Wesco Financial 
Corporation ......... . 113,000 

Other timing differences .. ·~ __ 94_,0_0_0 
Total taxes recoverable 

in the future .......... t.,(71_5,000) 

$ (70,000) 

57,000 

The consolidated balance sheet includes prepaid 
income taxes of $4,925,000 and $3,815,000 at March 
1, 1975 and March 2, 1974, resulting primarily 
from deducting certain redemption expenses for tax 
purposes when stamps are redeemed and for 
book purposes when stamps are issued. 

The provision for income taxes of $1 ,237,000 
for the fiscal year ended in 1975 amounted to 18.7% 
of pre-tax income of $6,614,000; the provision of 
$2,071,000 for the prior fiscal year represented 
23.4% of pre-tax income of $8,838,000. Following is 
a summary of the differences between the federal 
statutory rate and these effective percentages: 

Statutory federal income 

Fiscal year ended In 
1975 1974 

tax rate ................... 48.0% 

Federal tax benefit from 
dividend exclusion .......•.. (31.5) 

State income taxes net of federal 
income tax benefit . . . . . . • . . • 5.1 

All other (net) . . . . . . . . . • . . . . . . (2.9) 

Effective income tax rate ....... 18.7% 

48.0% 

(27.7) 

3.8 
(.7) 

23.4% 

Investment tax credits, which have not been 
material, are recognized as the tax benefits 
are realized. 

The Internal Revenue Service has examined 
federal income tax returns tor the fiscal years.ended 
in 1969 through 1974. As a result of the examination 
for the three fiscal years ended in 1971, the Service 
proposed a tax deficiency of approximately 
$5,500,000, excluding interest. The proposed 

deficiency results from the Service's contention 
that the Company has overstated its liabllity for 
unredeemed stamps by overestimating the number 
of stamps issued which will ultimately be redeemed. 
Since its inception In 1956, the Company's 
financial statements and tax returns havo been 
prepared on the basis that 97.5% of all stamps 
issued will ultimately be redeemed. This percentage 
has been based •Jpon statistical evaluations or 
stamp redemptions. The Company disagrees with 
the Service's position and accordingly has petitioned 
the United States lax Court for a determination that 
there are no additional federal income taxes due. 
The California Franchise Tax Board proposed 
assessment of additional taxes based on the federal 
notice, and the Company filed a protest. The 
Company has not received a revenue agent's report 
for the three fiscal years ended in 1974 but expects 
substantial additional deficiencies to be proposed. 
Payment of additional taxes and interest, if any, 
for all open years, together with any related 
accounting adjuslments, is not expected to have a 
material adverse or favorable effect upon 
stockholders' equity. 

NOTE 8- Stock options: 

Under the Company's qualified stock option plan. 
options to purchase 18,700 shares of the Company's 
common stock were outstanding at March 1, 1975 
(of which 12,950 were currently exercisable) at 
approximately $15.00 per share. No options were 
granted or exercised during the fiscal year. 

NOTE 9- Lease commitments and rental expense: 

At March 1, 1975 minimum rental commitments are 
as follows: 

Fiscal year ending in-
1976 ...................... $2,659,000 

1977 ...................... 2,352,000 

1978 

1979 

1980 

...................... 

.. ~ ; ................. . 

...................... 
Five fiscal years ending in-

1985 .................... .. 

1990 .................... .. 

1995 .......•.............. 

1,987.000 
1,800,000 

1,635.000 

3,017,000 

805.000 
114.000 

Net rental expenses were $4,070,000 ond 
$3,708,000 for the fiscal years ended in 1975 and 
197 4. Rentals applicable to candy operations are 
generally determined on the basis of a fixed 
percentage of sales subject to a specific minimum 
rental. Percentage rental expenses in excess of 
minimum rentals, which are included above, were 
$1,288,000 and $913,000 for the fiscal years 
ended in 1975 and 1974. 
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Substantially all of the candy subsidiary's 
leases are, based on current assumptions, 
considered ·'financing leases" as defined by the 
Securities and Sxchange Commission. The respective 
present values of aggregate rental commitments 
(Including estimated future percentage rentals) 
of these leases were approximately $11,315,000 
and $10,735,000 at March 1, 1975 and March 2, 1974. 
In computing present values. prime Interest rates 
ranging from 1.5% to 12% were used and averaged 
approximately 6% In each of the fiscal years. The 
effect on net inc•)me, assuming the leases had been 
capitalized at inception, would not have been material. 

NOTE 10- Logo! proceed logs: 

Pursuant to a consent final judgment entered in 1967, 
the Company in June 1972 submitted for approval 
by the United States District 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 made 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 to study the feasibility of a sale 
or spin-off of a portion or the Company's trading 
stamp business under existing conditions. The report 
of the independent expert has not yet been filed with 
the Court. The Company believes that such a sate or 
spin-off, if consummated under existing market 
conditions, would compel it to discontinue issuance 
of trading stamps. However, the Company now 
considJHS forced consummation of any sale or 
spin-off unlikely. 

The Company is a defendant in a purported class 
action filed March 1, 1971 to recover for stamp 
savers monies collected by it as reimbursement for 
California sales taxes on redemption of stamps. 
Plaintiffs claim that redemption transactions are not 
taxable and that all such collections should be 
returned or, alternatively, that such collections 
exceeded the tax properly payable and such excess 
should be returned. The Company has paid sales 
taxes to the stale equal to Its reimbursement 
collections. The Company has asserted claims 
against the state for reimbursement of all or part of 
any recovery by plaintiffs. Following denial of these 
claims by the slate, the Company cross-complained 
against the stale seeking indemnity. The original 
class action complaint against the Company was 
amended to assert fraud and to seek punitive 
damages. On June 1, 1973 two partial summary 
judgments were entered by way of interlocutory 
orders. ne1ther of which has yet become final or 
appealable. Th!! 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, In the opinion of counsel for 
the Company, the second partial summary 

judgment was erroneous. The class action complaint 
was also amended effective September 19, 197 4 
to assert, in subst~nce, that the Company's 
predecessor had engaged In similar conduct from 
1961 until Its merger inlo the Company in 1968, and 
that the Company musl respond in respect of the 
alleged liability of Its predecessor to plaintiffs and 
the persons they purport to represent for over
reimbursement of sa.les taxes Issues relating to the 
class action aspects of the case remain unresolved 
along with a number of issue!! of fact. Maximum 
liability in respect of this acticm as amended is 
estimated at $17,000,000 less the amount of any 
money which may be recovered on the claims 
against the state. Counsel believes the prospects for 
some such recovery to be good. In the opinion of 
counsel for the Company, substantial defenses are 
available, but counsel cannot predict the ultimate 
outcome of the action. 

A purported class action was filed on November 
10, 1970 against the Company and certain of its 
present and former stockholders and directors. The 
complaint was filed on behalf of retailer users of 
Blue Chip stamps who failed to purchase stock of 
the Company in a 1968 offering to retailer users. The 
complaint alleges damages to plaintiffs of 
$21,400,000, together with 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. Th11 action was 
dismissed with prejudice by the United States District 
Court. On October 15, 1973 a panel of three judges 
of the United Slates 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 ar:lass 
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 
dam~ges under Rule 1 09·5 of the Securities 
Exchangtl 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 officere. directors and stockholders. 
On petition of the Company. the United States 
Supreme Court granted review and on March 24, 1975 
the case was argued and submitted for decision to 
the S~preme Court. On June 5, 1974 the Company 
was served with a complaint in a substantially 
identical action filed In Los Angeles County Superior 
Court on June 21, 1971, Further proceedings have 
been held in abeyance in this state action by mutual 
consent until determination by the United States 
Supreme Court in the federal action. in the opinion 
of counsel for the Company, upon the facts now 
known and the present state of the law, there appear 
to be substantial defenses on the merits to the 
complaints in both the federal and state actions. 
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SECURITIES AND EXCHANGE COHHISSION 
Washington, D. c. 

20549 

FORI-I 10-K 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF 
THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended December 31, 1974 Commission file number 1-4720 

WESCO FINANCIAL CORPORATION 
(Exact name of registrant as specified in its charter) 

DELAWARE 
(State or other jurisdiction of 
incorporation or organization) 

315 East Colorado .Boulevard, P11sadena, California 
(Address of principal executive offices) 

Registrant's telephone number, including area code 

Securities registered pursuant to Section l2(b) of the Act: 

95-2109453 
(I.R.S. Employer 
Identification No.) 

91109 
(Zip Code) 

(213) 684-1500 

Name of each exchange 
Title of each class on \<hich registered 

Capital Stock, Par Value $1 Ne\~ York Stock Exchange 
Pacific Stock Exchange 

Securities ~egistered pursuant to Section 12(g) of the Act: NONE 

Indicate by check mark \<hether the registrant 

(1) has filed all reports required to be filed by Section 13 -oc 15 (d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for 
such shorter period that the registrant \<as required to file such reports), 

Yes X No. ___ _ 

and 

(2) has been subject to such filing requirements for the past 90 days. 

Yes X No. ___ _ 
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Item l. Business 

(a) \~esco Financial Corporation ( 11\~esco") 1~as incorporated on 
Narch 18, 1959. Its principal business is the ownership of all of 
the outstanding Guarantee Stock of Nutual Savings and Lonn Association 
("Nutual ") 1~hich serves the Southern California area through thirteen 
offices, of 1~hich five are in Los Angeles County, four in Ornnge 
County, tl~o in Ventura County, and t1~0 in San Diego County. ~outual 
has also received permiSsion to open t1~o additional brnnch offices in 
Upland and Cerritos, California. Nutual is engaged in the business of 
lending money, principally secured by first liens against real estate 
to enable borrm~ers to purchase, construct or refinance real property. 
Funds are provided largely from savings deposits, principal payments 
on loans, borrm~ings from banks and operations. 111e chief sources of .. 
income to Nutual are the excess of interest received on loans and 
investments over the interest paid on savit~gs deposits, and loan fees 
and service charges t·eceived. Nutual has a l~holly-mmcd subsidiary 
l<hich acts as an insurance agent, principally for fire and extended 
coverage p>:operty insurance and mortgage life insurance. Hutual also 
owns an inactive service corporation. 

Hesco acts as trustee under deeds of trust, invests in marketabLe 
securities, m;ns and operates the Pasadena business block in l<hi.ch 
the head office of its subsidiary Nutual is located and a minor 
amount of other property • 

(b) (1) Nutual's savings deposits decreased by $12,413,000 in 1974 
and decreased $15,742,000 in 1973, du:a principaUy to higher 
interest rates available on othor market instruments. In 1974 
Hutual's loan portfolio decreased $519,000 compared to an 
increase of $21,022,000 in 1973 due to lack of availabl!l funds 
for lending. 

(2) through (6) not applicable. 

(7) Compliance with environmental regulations has had no material 
effect as to Wesco and its subsidiaries. 

(8) \~esco and its subsidiaries employed approximately 173 persons 
at December 31, 1974. 

(9) Not applicable. 

(c) Hesco and its subsidiaries are engaged in only one line of business 
1~ithin the definition of this item. 

(d) and (e) not applicable, 

-----------,..-- -~~.~~-~--~~. -··-- ··~-
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Item 2. Summary of Operations, Continued 

(a) The summary of operations of Wesco Financial Corporation and subsidiaries 
(consolidated) for the year ended December 31, 1974 and four prior years 
is incorporated by reference to the annual report included in item 10. 

Dividends declared by Wesco Financial Corporation for the year ended 
December 31, 1974 and four prior years were as follO\~s: 

Description 

Cash dividends 

Stock dividends -
market value at 
declaration date 

(b) Not applicable 

Year ended Dec.31, 

$ 1,187,000 1,075,000 

l, 780,_90Q 1.,_8Jll., 000 b]_()J ~900 l~.lli..Jl.OO 
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Item 3. Properties 

The occupancy of the thirteen offices of Hutual, all serving Southern 
California, is as follmvs: 

Head office located at 315 East Colorado Boulevard, Pasadena, California 91109, 
leased by Hutual from 11esco, ~<hich is its parent company, under lease "hich 
expires June 14, 1984. \1esco is purchasing the property from Hutual under 
Agreement for Sale of Real Estate dated Hay 31, 1964. 

Canoga Park--Chats~<orth office located at 8393 Topanga Canyon Boulevard, 
Canoga Park, California 91304, leased by Nutual under a lease ~<ith a term to 
Nay 31, 1974, «ith two three-year renmval options. In January, 1974 Nutual 
exercised the option to extend the lease term to Nay 31, 1977. 

Capistrano--San Clemente office located at 530 Camino de Estrella, San Clemente, 
California 92672, leased by Nutual under a three-year lease to Nay 1, 1976, ~<ith 
t~<o one-year rene\Val options. 

Channel Islands--Oxnard office located at 3725 Hemlock Street, Oxnard, California 
93030. This is a temporary location leased by Nutual under a one-year lease to 
July 1, 1975 «ith four three-months rene«al options. A ne~< building is 1:resently 
under construction and scheduled for completion in June, 1975 ~<hich IVill become 
the permanent location for the Channel Islands office. 

Corona del Nar office located at 2867 East Coast Higlnvay, Corona del Nar, 
Californ.ta 92625, leased by Nutual for a five-year period IVhich expires July 14, 
1979. 

Covina office located at 200 North Citrus Avenue, Covina, California 91723, oiVned 
in fee simple by Nutual. 

Fountain Valley office located at 17942 Nagnolia Street, Fountain Valley, California 
92708, leased by Nutual under a one-year lease to August 22, 1975 «ith tiVO one-year 
rene1val options. 'lltis is a temporary office and negotiations are presently being 
formalized for the construction of a ne« building for the Fountain V<tlley office. 

Glendale office located at 336 North Brand Boulevard, Glendale, California 91203, 
01med in fee simple by Nutual. 

Lake San Narcos office located at 1145-322 San Narino Drive, Lake San Narcos, 
California 92069, leased by Nutual for a five-year period «hich expir.es 
November 30, 1979, ~<ith one five-year option. 

Santa Ana office located at 631 North ~min Street, Santa Ana, California 92701, 
leased by Nutual under a two-year lease to November 9, 1975, «ith three one-year 
rene~<al options. 

·---·- ··-·~~-~· 
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Item 3. Properties, continued 

Thousand Oaks office located at 1330 Noorpark Road, 11lousand Oaks, California 
91360, leased by Nutual under a Wenty-year lease to Narch 31, 1993, Hith a 
five-year renewal option. 

Vista office located at 1020 East Vista Way, Vista, California 92083, leased by 
~lutual under a two-year lease to Nay 10, 1975 and extended to Nay 10, 1976 with 
six six-months reneHal options. 

\olest Arcadia o..:fice located at 660 \~est Duarte Road, Arcadia, Californi;J. 91006, 
leased by Nutual under a ten-year lease 1~ith t1~o five-year reneHal options. The 
original lease term expired June 30, 1971, and the first renm~al up tion to 
June 30, 1976 has been exercised by Nutual. 

In the opinion of management, all these properties are adequate and 
suitable for the needs of Nutual. 

Item 4. Parents and Subsidiaries 

There has been no change in the relationship of \olesco to its subsidiaries 
from that previously reported at Item 3 of \olesco's 1966 and 1967 annual reports on 
Form 10-K. 

Item 5. Pending Legal Proceedings 

The current status of actions in which Nutual ;~as named as a defendant, 

(a) Los Angeles Superior Court Case No. NWC 30507 - American Savings 
and Loan Association vs. Robert R. Stueber, Wesco Financial Corporation, 
Nutual Savings and Loan Association, et al. 

Nutual financed a large tract development called Friendly Valley. 
After some. of the units had> been completed and sold the developer 
defaulted, Nutual acquired the property on foreclosure, and continued 
the development. American Savings and Loan Association in this action 
is c.laiming a 60-ft. easement over a part of the property on which 
Nutual allegedly constructed and sold residential units. This action 
filed November 3, 1972 by American against Nutual and those clai.ming 
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. Host of 
the individual property 01mers are being defended by their title 
insurance carrier, Title Insurance and Trust Company, 1~hom Nutual 
indemnified. Nutual has succeeded in eliminating from this actiort the 
cause of action for ejectment, and the sole cause of action which remains 
is one for damages by reason of trespass on the easement, including the 
claim for punitive damages. Fidelity Bank has filed a complaint in 
intervention and Nutual has an open extension to ans1~er that complaint. 
The case is pending. 
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Pending Legal Proceedings, continued 

(b) Los Angeles County Superior Court Case No. C 42824 - American 
Savings and Loan Association vs. Title Insurance and Trust Company, 
Hutual Savings and Loan Association. 

'£his action, fi.led November 8, 1972, arises out of substantially 
the same alleged factual situation as the previous c.ne, plus the 'l.'itle 
Insurance and Trust Company issued policies of title insurance to the 
individual home mmers ~<ithout referring to American's alleged casement 
and Hutual indemnified the '£itle Company in connection ~<ith the issuance 
o,f such policies. This action seeks alleged actual and punitive damages 
against the Title Company and Hutual of approximately $8 million, on 
the theories of breach of contract, slander of title, illegal interference 
~<ith a business relationship, inducement to breach of contract and 
unlm<ful conspiracy. Nutual 1 s demurrc~· to the second amended complaint 
«as sustained ~<ith leave to amend. As a result of the court's holding, 
the plaintiff eliminated causes of action ~<ith regard to breach of 
contracts against defendant Title Insurance and 'l.'rus t Company, and for 
illegal' interference t•ith contractual relationships as against Nutual. 
'111<:> third amended complaint seeks damages for slander of title as against 
the Title Company and against Hutual, a cause of action for tortious bad 
faith and breach of covenant of fair dealing against the Title Company, 
and a conspiracy as against both Nutual and the Title Company. Nutual 
has filed an ans .. er to this complaint an.d the case is at issue. 

(c) Los Angeles County Superior Court Case No. C 66361 - Hartin S. 
Stolzoff db a \~estminster Investment Company et al. vs, Hutual Savings 
and Loan Association. 

1l1is action, filed September 5, 1973, challenges the assessment 
and collection by Nutual 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 Hutual as late charges from plaintiff 
and all members of the clas.s during the pas.t four years, estimated to 
exceed $1 million, refunded to plaintiff for distribution to all parties 
entitled; and to secure an accounting of such late charges collected. 
The amount of the offset to ~<hich Hutual "ould be entitled has not, as 
yet, been determined. Some of the savings and loans have recently 
settled their late charge cases for bett;een 15% and 20% of the amount 
that they collected. 

(d) Kern County Superior Court Case No. 123271 - Gabriel W. Solomon 
et al. vs. United Savings and Loan Association et al. 

Nutual ~<as made a party to this action by amended complaint filed 
October 3, 1973, bringing the number of savings and loan defendants to 
all but t~<o in the State of California. The action is b?.sed on 
allegations similar to those in the Westminster vs. Nutual case (listed 
as Item 5 (c) above). 'l.'he case is pending. 

Hutual and its counsel believe that Hutual has meritorious defenses to 
the legal issues which have been raised in these a.ctions. 

--,......,-.-~-::----~-~-~--···-·-···-----· -· 
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Item 6. Increases and Decreases in ~1tstanding Equity Securities 

(a) There has been uo change in the number of outstanding shares of 
Hesco's capital stock from the 2,373,269 shares reported at Item 6(a) 
of Hesco's Form 10-K for the year end.;d December ~1, 1973. 

(b) Not applicable. 

Item 7. Approximate Number o£ Equity Security Holders at December 31, 197lo 

(1) 

Title o£ class 

Capital stock par value $1 

(2) 
Number-of 

record holders 

3,033 

Item 8. Executive Officers of the Registrant 

(a) As stated at Item 1 (a) of this Form 10-K, Hesco' s principal 
business is the mmership of all of the stack of Hutual. Louis R. 
Vincenti, Chairman of the Board and President, and ~Iarian H. Higgins, 
Secretary and Treasurer,, are the sole executive officers of \>/esco, 
·n,e other principal officers of Hesco are also) listccl,below. There 
is no family relationship between any o£ them. All officers are 
elected to serve for one year and until their successors shall have 
been electe.d and qualified. 

Louis R. Vincenti 69 

Harian H. Wiggins 64 

John R. Armetta 56 

T. L. Egloff 63 

P. E. Lynn 62 

Robert E. Sahm 47 

Position 

Chairman of the Board since January, 1973; 
also President since July, 1961. 

Secretary since June, 1961; also Treasurer 
since December, 1962. 

Vice President, Property Development since 
April, 1973. 

Vice President, Operations since April, 
1969. 

Vice President; Loan Processing since 
April, 1969. 

Vice President, Building Hanagement since 
July, 1971. 
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Item 9. Indemnification of Directors and Officers 

\~esco previously reported in its Form 10-K for 1970 the provisions for 
indemnification of directors and officers contained in its Articles of Incorporation 

·at Article 9, Paragraph 6. 

Additionally, since November, 1972 Wesco and its subsidiaries h;,ve 
provided Directors and Officers Liability Insurance coverage as additional 
indemnification of their cl:rectors and officers against liability which they may 
incur in their capacities as such, subject to certaitl limitations. 
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Item 10. Exhibits, Financial Statements and Schedule. 

Acc~untants' Report 

Index to Financial Statements and Schedule 

Financial Statements: 

Consolidated Financial Statements of Hesco Financial Corporation 
and Subsidiaries, December 31, 1974 and 1973 («ith 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 Hesco 
Financial Corporation under the Securities Exchange Act of 1934. 

Wesco Financial Corporation: 
Balance Sheets - December 31, 1974 and 1973 
Statements of Earnings - Years ended December 31, 1974 and 1973 
Statements of Changen in Financial Position - Years ended 

December 31, 1974 and 1973 

Supplemental Information to Notes to Consolidated Financial 
Statements 

Schedule: 

Schedule III - Investments in, Equity in Earnings of, and 
Dividends Received from Affiliates and other Persons 

!:lchedules not included have been omitted because they are not 
applicable or the required information is sho«n on the financial 
statement.s or notes thereto. 

SIGNATURE 
;'' 

Pursuant to the requirements of Section 13 or 15(d) of tha Securities 
E)\chang"' Act of 1934, Hesco has duly caused this annual report to be signed. 
on its behalf by the undersigned thereunto duly authorized. 

WESCO FINANCIAL CORPORATION 

Date Y~rch 21, 197~ By ~~ 
Louis R. Vincenti President 
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HESCO FINANCIAL CORPORI\.TION 

Annual Report for Corporations - Form 10-K 
Year ended December 31, 1974 

Financial Statements, Supplementary Data, 
and 

Accountants' Report 
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PEAT, MARWICK, MITCHELL & Co. 
CERTIFIED PUBLIC ACCOUNTANTS 

Th~k_Board of Directors 
Wes'co Financial Corporation: 

ACCOUNTANTS' REPORT 

We have examined the financial statements, supplemental information 
.to notes and related schedule of \Vesco Financial Corporation and subsidiaries 
and Wesco 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 '~e considered necessary i.n the circumstances. 

In our opinion, such financial statements present fairly the finan
cial position of Wesco F~,ancial Corporation and subsidiaries at December 31, 
1974 and 1973, and the results of their operations and the changes in their 
financial position for the years then ended, and the financial position of 
l~es'?o Financial Corporation at Decem!>er 31, 1974 and 1973, 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 consi~tent basis; and the supplemental information to notes and the sup
porting schedule, in our opinion, present fairly the information set forth 
therein. 

Los Angeles, California 
February 14, 1975 
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HESCO Io'INANCIAL CORl'ORNUON AND SUBSIDIARIES 

!n!lex to Financial Statements and Schedules 

Financial Statements: 
Consolidated Financial Statements of Hasco Financial Corporation and 

Subsidiaries, December 31, 1974 and 1973 (l~ith ac.countants' repot·t 
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 Hesco Financial Corporation •.mder 
the Securities Exchange Act of 1934. 

t~esco Financial Corporation: 
Balance Sheets ~ December 31, 1974 and 1973 
Statements of Earnings - Years ended December 31, 1974 and 1973 
StatE.:ments of Changes in Financial. Position - Years ended December 31, 

19'i4 and 1973 

Supplemental Inform£1,tion to Notes to Consolia~tted Finan.cial Statements 

Schedule: 
Schedule III - Investments in, Equity in Earnings of, and Dividends 

Received (rom Affiliates and O~her Persons 

Schedules not included have been omitted because they m·e not applicable or 
the required information is sholm on the financial statements or notes 
thereto• 
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rro TilE STOCK.1t10l.JDl~llS OF 
WESCO FlfNANC'L\L COHPORATION 

Consolidated net earnings after taxes of Wesco 
Financial Corporation and its subsidiaries for "1974 
amounted to $3,927,000 ($1.65 per share) compared 
to $4,608,000 ($1.94 per share) in 1973. Quarterly 
eamings per share for 1974 and1973 were: 

First quarter 
Second quarter 
Third quarter 
Fourth quarter 
Year 

1974 1973 

$ .48 .60 
.40 .47 
.44 .47 
.33 .40 

$1.65 1.94 

The reduction in net income for the fourth quarter 
is principally caused by a reduction in loans made 
and losses taken on sale of marketable securities. 
Loans made during the fourth quarter were 
$4,466,000 compared with $27,360,000 made during 
the first nine months of the year. Total losses on 
securities amounted to $429,000 for the year qf 
which $350,000 were sustained in the fourth quarter . 
These fourth quarter losses werr taken to improve 
the quality and yield of securities held. If such fourth 
cj'trarter securities losses had not been taken, earn
ings for that quarter would haveo been $.40 per share. 

A "Summary of Operations" for a five-year period 
is presented on page 3, followed by "Management's 
Discussion and Analysis" of that Sum: nary. The pur
pose of the Summary and Discussion is to enable 
investors to compare periodic results of operations 
and to assess the source and probability of earnings. 

Total savings in tv\utual Savings decreased 
$12,413,000 in 1974 compared with a dc,crease of 
$15,742,000 in '1973. Out-of-state savings decreased 
$16,257,000, and local savings increased $3,844,000 
in 1974. In 1973, out-of-state savings decreased 
$13,694,000 and local savings decreased $2,048,000. 
At December 31, ·1974 out-of-state savings totalled 
$57,574,000 ('17.3°/.> of savings) compared with 
$73,83"1,000 (21.3% of savings) at December 3'1. 
'1973. 

On July ·1, 1973, the Federal Home Loan Bank 
authorized higher interest rates on savings accounts, 
which had a significant effect on the cost of savings. 
The highest rate authorized was 71/J.% for certifi
cates maturing in four years or more. Effective 
December 23, 1974 another type certificate was 
authorized providing lor a rate of 73/4% for a term 
of six years or more. As a result of these interest 

1 

rate changes, substantial funds are being converted 
from maturing lower-rate certificates to those bear
ing an interest rate of 7V>% or 73/4%. There is no 
rate limit on certificates of $100,000 or more. Sav
ings accounts at December 31 by interest rates paid 
are summarized: 

1974 1973 '1972 

5 % -% 38 
5\l.o 36 35 5 
5V> 2 3 3 
53/4 3 6 .j 

6 23 42 48 
6V> 8 5 2 
63/.1 3 1 
7 1 1 
7V> 22 7 
9 'I 

10 1 

'lOO% 100 100 

The recent decline in .short-term interest rates 
has resulted in resumption of overall savings growth. 
We continue to experience losses in out-of-state 
Silvings. Substantial savings growth should be exper
ienced for in-state savings during the first half of 
'1975, and may continue through the entire year. 
None of the basic problems of the American econ
Om)' have been solved. The economy continues to 
suffer from both high inflation and deepening re
cession. Until further time elapses and Government 
programs are adopted and can be evaluated, the 
outlook in 1975 for the savings and loan industry is 
uncertain. Our present intent is to restrict lending 
so as to increase liquidity substantially, and there
after to reduce bank indebtedness which at Decem
ber 31, '1974 was $50,975,000. 

The cost of savings for '1974 was 6.00% r.om]lared 
with 5.60% for '1973. Cost of all funds (savings and 
borrowings), which was 5.69% for 1973, increased 
to 6.25% for 1974. The interest rate on borrowings 
is expected to decrease moderately during 1975, but 
we believe that the interest rate required to be paid 
for savings will increase in 1975. 

The intere~t rate on the loan portfolio, '''hich was 
7.17% at D'ecember 3"1, 1973, inr.reased to 7.36% 
at December 31, 1974, The rate of increase in yield 
on the. loan portfolio may moderate somewhat in 
·1975 h'ecause of limited lending volume and an 

' 
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expected decrease in the rate of interest that can 
be charged on new loans. 

The following illustrates the incr0ase in cost of 
savings, cost of all funds and yield on loans: 

Cost of Savings 
Cost of a!l funds 
Yield on Loans at 

'1970 "197"1 

5.39% 5.5"1 
5.91 5.7"1 

"1972 1973 

5.56 5.60 
5.59 5.69 

"1974 

6.00 
6.25 

year end &.71 6.82 7.03 7:17 7.36 

Real estate loans made during "1974 totalled 
$3"1,998,000 con11Hred with $52,647,000 in '1973. 
Loans in process and finn loan commitments, which 
at December 3"1, "1973 were $22;185,000, have de
creased to $3,240,000 at Decen1ber 3·1, "1974. 

The increase of $506,000 in general and adminis
trative expenses from $3,702,000 ('10.8% of gross 
income) in I 973 to $-!,208,000 ("12.0% of gross 
income) in '197-l was caused by inf1,1\ion, the ex
pense of opening and operating additional branch 
offices i' ' the cost oi computerizing our account
ing sys\e< ... 

In 1973 Mutual Savings disposed of '17 residential 
units which it had previously constructed in thE' 
Friendly Valley developmC'nt. During '19N, ,\-Jutual 
completed 143 units a\ that l()cation. 1\s of Decem
ber 3"1. "1974, 70 units had been sold, with 45 of the 
sales recorded and 25 in escrow. In January, '1975 
an additional 9 units wt>re sold. It i~ expected that 
the remaining 6~ units will be dispmed of during 
1975. Construction of 58 additional units may be 
cotnmenced during "1975. tvlutual Savings had 
planned to construct during ·1974 82 units on rt'al 
property in Glendora, California. The property was 
sold in January, "1975 to a responsible builder who 
is presently constructing 80 residential units on this 
properly. Upon the disposition of the units. which 
Wt? expect to occur during '1975, we will report a 
profit of $'192,000 as a gain on sale of this land. 

Mutual Savings has substantial ,liJIOlmls of vacant 
land rt'maining at the Friendly Valley devclopnwnl, 
at Lake San Marcos in San Diego County and al 
Montecito in Santa Barbara County. Sales arc in 
negotiation for portions of the San Marcos properly 
Disposition of additional property at friendly Valle)' 
and in Santa Barbara will have to await economic 
recovery. 

2 

In t\pril. '1974 the California Savings and Loan 
Commissioner adopted certain regulations author
ized by l0gislation enacted in 1973, which gave to 
California savings and loan associations authority 
to invest 2% of assets in commercial paper, 2% of 
assets in non"convertiblc corporate debt 5ecurities, 
.mel 5% of assets in preferred stock of public utilities 
corporations. Mutual Savings and Wesco have pur
chasNI public utilities preferred stocks, and as of 
Dt'cembt?r 3'1, '1974 had invested 5'12,900,000 
($7;150,000 in California corporations) in such 
stocks with .1n annual yield of 9.77%. At December 
3'1, '197·1, Wesco owned 200.900 shares of Crocker 
National Corporation (a California corporntion). 
purchased in 1973 at a cost of $5,079,000. Based on 
current dividends of $"1.66 per share, the annual 
yield is 6.57'~: •. 85% of dividend income is deduct
ible in ~ompuling our Federal Income Taxes. For 
California Franchise Tax purposes, all dividend in
come of the California public utilities is deductible 
and approximately 90"o ol the dividend of Crocker 
Natior1o1l Cmporalion is deductible, 

During 197-l Mutual opened branch office> in 
Santa t\na, Oxnard, Fountain Valley and Lake San 
1-Aarc:os. Three new branch offices were opened in 
1973. Approval has been received for bronch offices 
at Upl,1nd and Cerritos, which will commence oper
ation during the second quarter of 1975, bringing 
the numbe1· of lvtutual Savings offices to 15. 

On January 2·1, '1975 Wesco increased it~ regular 
quarterly cash dividend from '10¢ to '15¢ per share, 
with the first '15¢ quarterly dividend payable March 
n, 1975 to holders of recmd at the close of business 
on February '18, "1975. In "1974 50¢ was paid consist
ing oi low ref,ular dividends and an extra dividend 
Nth ()f 'lOP per share. No extra dividend is contem
plated (Ill ring '1975. 

Blue Chip St.1n1ps made two tender offers during 
'1974, one of which expired on t\pril ·Js and the 
other on Sept<'mber u. Blue Chip Stamps now owns 
approximately 64.4% t)f Wesco's outstanding stock, 
as compared with 44.6% on December 31, '1973. 

LOUIS R. VINCENTI 
Ch\lirm.ln of tlu ... • Uoard .1nd \)resident 

DISCI.JQSU R. E. ® IF THE ABOVE "AGE ;s L~$s ~:~AR.~HA:T~IS STATEMEN~. 1r 1s 
.. · . DUE _TO POOR !;'HOlOGRAPHIC OUALITV OF THIS DOCUMENT. 

• 

; 

i 
i 
' 

.J 

;) 

~ 
' .. 



; 

' 

WESCO FINr\NCIA .. I.~ CC)RT_)ORl'\'Tif)N 
AND SlTBSIDIARIES 

Summary of Operations 

Year ended December 31, 1974 and four prior years 

1974 1973 

Investment Income: 
Interest on loans ..•••••.•••••• s 28,463,000 27,450,000 
Interest on marketable securities • 3,202,000 2,950,000 
Dividends on common and pre-

!erred stocks , .............. 974,000 453,000 
Interest and dividends on Invest-

ments required by law .•••. , .• 533,000 452,000 

Total lnventment Income •• 33,172,000 31,325,000 

Cost of money: 
Interest on savings deposits •••• 20,419,000 20,001,000 
Interest on notes payable , •.•.•. 3,364,000 1,313,000 

Total cost of money .• , • , • 23,783,000 21.314.000 

Margin on investments •• , • 9,389,000 10,011,000 

Loan fees and service charges ••••• 1,542,000 1,786,000 

Operations and net gains from sales 
of real property .. , ........... , 593,000 831,000 

Rental of office premises, net •••••• 206,000 303,000 

Net gains or (losses) on sales of mar-
ketable securities .•.••..• , ••.• (429,000) ( 72,000) 

Other income, net ••• , .•••.••• , ••• 96,000 116,000 

11.397,000 12,975,000 
General and administrative expenses 4,208,000 3,702.000 

Earnings before taxes on In· 
come ••••• , •.•..•••.• 7,189,000 9,273,000 

Taxes on Income: 
Current ..................... 3,262,000 4,253,000 
Deferred .................... 402,000 

3,2&2,000 4,565,000 

Net earnings ............ s 3,927,000 4,508,000 

Per share'" .............. ' ....... s 1.65 1.94 

FINANCIAL DATA AT YEAR END 

Total assets ••••• , ••••. , , . . . . • • • • $465,646,000 451,980,000 
Real estate loans •••.••••• , • , • • • • $386,398,000 387,155,000 
Savings accounts • • • . . • • • . . • . • • • • $333, 11i,ooo 345,530,000 
Shareholders' equity . • • • . • • • • • • • • S 70,291,000 57,551,000 
Book value per share· , • .. .. • .. .. S 29.62 28.46 

1972 

25,318,000 
2,352,000 

185,000 

251,000 

28,116,000 

19,304,000 
611.000 

19,915,000 

8,201,000 

2,662,000 

622,000 

261,000 

2,000 
124,000 

11,872,000 

3.436,000 

8.436,000 

3,018,000 
1,082,000 

4,100.000 

4.335.000 

1.83 

448,240,000 
357,579,000 
361,272,000 

64,018,000 
25.98 

'Per share earnings and book valuo per share arc based on 2,373,269 shares outstanding at December 31, 1974. 

3 

1971 

25.117,000 
1,740,000 

388.000 
27.245,000 

17,298,000 
3.105,000 

20,403,000 

6,842,000 

1,684,000 

320,000 

238,000 

51,000 

111,000 

9,246,000 

3,127,000 

5.119,000 

2.530,000 
455,000 

2,995,000 

3.124,000 

1.32 

423,969,000 
355,933,000 
329,782,000 
59,582,000 

25.15 

1970 

25,856,000 
1,418,000 

469,000 

27,753,000 

15,283,000 
5,965.000 

22.248,000 

5,505,000 

1,159.000 

1,165,000 

312,000 

( 69,000) 

102,000 

8,185,000 

3,105.000 

5,080,000 

994,000 
1,037.000 

2,031,000 

3,049,000 

1.28 

434,445,000 
375,593,000 
288,652,000 
55,558,000 

23.83 
\ 
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Management's Discussion and Analysis of Summary of Operations 

The i\Ccomp.tnying Summary of Operations covNs 
the fivr ye.Hs cndc(l DecL•mbN 3·1, '1974, 

The princlpi!l business of Wesco Financial Corp
oration !Wesco) is lhc ownership of all of the 
outs1cu1ding stock of ,\<\utual SttVings ;md Loan 
Association, which operates in SouthNn California 
through thirteen offices localed in Los Angeles, 
Orange, Ventura ami San Diego Counties. Wesco 
also owns ;Jnd operates a l,\1sadena busi1wss block 
in which its head office and the head omce of 
Muittal Savings arc located. This block is fully 
improved wilh " 9-slor\' modern office building, 
a ·t2P·car gar\1ge nnd four retail stores. \Vesco invests 
its c,1sh funds in m.uketiiblc securities iind at Dc
C<'mhcr 31, 't974 had so invested the stun of 
s·t2,799,000. lv\utu.ll Savings' principal business is 
lhe !ending of monC\' secured by firs! liens On real 
csliliC lprincipall)• residential) lo enable borrowers 
to purchllse1 construct or rcfhumce real properly. 
Funds Me provided by savings deposits. principal 
payments on existing loans, borrowings from banks 
Mld opcr.1tions. 

INTEREST ON lOANS. This sour(c of incom<' is 
dependent upon the ammml of loons and the yield 
thereon. The yields al December 3·1, '1972, '1973 and 
·t974 were 7.03%, 7:17uA~ ~md 7.36% respect\vety. 
Total real estate lo;tns outstanding at the end of 
said years were $367,679,000, $3!!7;165,000 and 
$386,398,000, 

INTEREST ON MARKETABLE SECURITIES. lnvesl
ments have consisted principally of certWcates of 
dcpo5it of major b.1nks, bankl1 rS acceptances, United 
Sl.1les G~~Nnment bonds, notes, bills and agency 
S<>curities. The variation in income shown on the 
accompan~dng Summary is accounted ior by the 
varying amounts invested and the v11rying yielc.ls 
obtained in the particular ye.1r. The amount invested 
in marketable securities from time to time is depend
ent on the cash flmv available for investment and the 
amount committed for investment in real estate 
loans. 

DIVIDENDS ON COMMON AND PREFERRED 
STOCKS. No <ammon or prcfl'rrcd stocks were 
owned in '1971 .1nd prior years. During 1972 Wesco 
invested S4;102,0QO in public ulilily preferred 
stocks~ whkh during that yc~w produce-d an income 
of $20'1,000. These stocks were disposed of during 
lhe first quarter of '1973. In May, ·19;3 $6,785,000 
was invested in the common stock of Crocker 
National Corporation. A portion of the stock was 
sold in early '1974, and the irwestmcnt at December 
3·1, 1974 was $5,079,000. 1\1 December 3·1, 1974 
Wesco and Mutual Savings hod invested $'12,900,000 
($267,000 by Wesco) in public utility preferred 
stocks. The income reflected in the accompanying 
Summary is that earned in the particular year frorn 
the securities purch,,sed Jnd held as indicatcd. ·1975 
dividend income on the Investment o( $H,927,000 
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in prolerr~d stocks now owned is projected to be 
Sl,3f>'l,OIJO as compared with $6'1'1,000 on preferred 
stocks in ·t974. If the dividend mlc of $1.66 per 
sh.tre is maintained, dividends on Crocker stock, 
which .unouniNI lo $363,000 in '1974, will be 
$:!.13,000 in 'l'l75. AI '197•1 year end the market value 
of the common and prefNred slacks was below the 
invC'stmC'nt, but since that date the n111rket value o( 
tlw portfolio has incr~?ased substantially, VVe believe 
thai the markc•t decline or the common stock is n 
temporilf)' condition and that no permanent loss 
will be sustained. The market value of preferred 
stocks varil"S ns intemsl rates var}'· Sin_t:e interest 
rates .11 ye,tr end were higher than rates ; \ the lime 
of purchase, the market value of ou1 prc£crred 
stocks \\\15 below cost. Interest r,1tcs have since 
declined, with the rcsuli that the market vnluc of our 
preferred stocks is now substantia1ly above cost. 
The investments in common \111d preferred stocks 
and iheil' m.ukcl values for Wesco consolidated arc 
summarized as follows; 

Occcmhcr 31, 19;4 February ~ll, 19;5 

Investment Markel lm·cstmcnt f\.1;ukct 
Cost V.1luc Cost Vo1luc 

Comn1on 
!>lOck s 5,0il),Q0Q 3,03!1,000 5,07CJ,OOO ),%6,000 

Pn>fNrcd 
!iiOrks 12,900,000 11,3]1,000 'IJ,1l27.000 HAl'l,OOU 

INTEREST AND DIVIDENDS ON INVESTMENTS 
REQUIRED nv LAW. This source of income consists 
of dividends receiwd on >lock of the Federnl Home 
\.oan Bank of San Frandsco ilnd interest receh1cd on 
our secondary reserve held by the Federal Savings 
and loan ln!'urance Corpor.ltion. No dividend was 
paid in 1972, $'t89,000 was paid in '197:l and 
$229,000 in '1974. Thc vari.ltion in amount of intC'rcst 
on the secondary reserve has been nominal. 

INTEREST ON SAVINGS DEPOSITS. Saving~ al 
December 31, ·197'1 totaiiL•d $329,782,000, increased 
to $36'1,2i2,000 by ·1972 year end, then decreilscd to 
$345,530,000 a\ the end of ·1973 and 10 $333;t17,000 
al the end of '1974. The increase of interest paid on 
savings deposits in '1973 over '1'"~72 was caused by a 
substantii!l increase in r,;!pc: paiclon savings a('counts 
cffoclivc July ·1, '1973. Although savings declined 
further during 1974, interest paid on savings de
posits increased clue to higher rates continuing 
through lhe entire year of '1974 and due 10 sub
slamial funds being converted from maturit~g lowcr
r;tle certific<~tcs to certificates bearing interest rates 
of7V~% or?J/4~:~. 

INTEREST ON NOTES I'AYABlE. The variation in 
interest on notes payable is due to fluctuations in 
.:unounts borrowed from time to time and varying 
l'l\le-s paid thcwon. Dming ·1972 ra\cs of \nlcresl 
on borrowings varied from 6'/u% to 8VI1 %, in 
'1973 frQI11 iVl% lo 9~·~% and in '1974 from 
7 1/~% to '12%. 
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MARGIN ON INVESTMENTS. Margin on inv~stm~nts 
is the diff<•rence bNwccn tot.ll irwcstmcnt income 
and the cost of monel'• and i' made u11 of the items 
discussed ilbove. The $'L8'10,000 increase of mt~rgin 
in '1973 over '1972 is the r~sult of an increase of 
investment income of $3,209,000 less an im:rcnse in 
the cost of mone1• of $'1,399,000. In '1974, while 
lnvesttncnt income increased $'1,847,000, cost of 
money increased by $2,469,000 rcsuhing in it 

$622,000 decrease of the margin on investments. 

LOAN FEES AND SERVICE CHARGES. This income 
was derived from the following sources: 

1972 1973 19i4 

loan fC'cs $1,410,000 855,000 851),000 
Commitment fC'cs. 41[>,000 130,000 09,000 
Escmw <lnd clt•rical fees 125,000 139,000 102,(l00 
ltrcp.:~~·nwnt charges ·115,000 341,000 334,000 
l11.1l' chitrgcs 159,000 '152,000 sq,ooo 
Otllt'rchi\rgcs 137,000 '119,000 100,000 

$2,662,000 '1,73&,000 '1.~4:.!,000 

Reduction in loans and commitments for loans, and 
in .fees charg('d for such lo.1ns and commitments, 
account for most of the annual reduction in the 
total income from this 5ource. 

OPERATIONS AND ~~ET GAINS FROM SALES OF 
REAL PROPERTY. Mutual Savings, over a period of 
years, has acquired foreclosed real property includ
ing vacant ltlnd. Some vacant land has been dis~ 
posed of from lime to time and, on other oc~asions, 
residential units were built thereon and sold. Mutual 
S.:wings hilS nlso acquired foreclosed residenliaJ 
properties and disposed of them. During 1972 
lv\utual Savings sold 1'18 residential units of which 
92 units had been constructed by it, in ·1973 sold 
38 residential units of which '17 had been con
structed by it, and in '1974 sold 53 units of which 
45 had been construc\ed by it. In '1972 no significant 
profit or loss was $Ustaincd on the sale of v.1c<mt 
land. In '1973 a parcel of vacant land was sold 
in Santa Barbara County rcst_llting in a profit of 
$495,000, and in 1974 a parcel of land was sold in 
San Diego County resulting in a profit of $2'15,000. 
The variation in sale of residences and oi vacant 
land accounts for the variation in the income shown 
on the accompanying Summary. 

RENTAL OF OFFICE PREMISES, NET. Substantially all 
of this income is derived from the Pasadena business 
block owned by Wesco in which the head office 
of tv\utllal Savings is located. The variation in income 
from 1972 to 1973 is subslantiall)• accounted for by 
additional percentage rents received from tenants 
of two commercial stores. The decrease from 
$303,000 in '1973 to $206,000 in 1974 is attributable 
to a $32,000 increase in expenses and the loss, at 
December 31, '1973, of a tenant occupying 26,000 
square feel of space (20% of total rentable space). 
By December 31, 1974 '16,000 square feet of that 

sp,1cc had boon INsod. At 197-1 year end 9,BOO 
sqUMC' feet of spactt w,1s vac,'lnt. Rents arc being 
incrc,lsecl liS the ll:'aSl"> C'Xpin:.", and some improve~ 
ment of rental income in ·1975 can be expected 
over thai of '1973. 

NET GAINS (LOSSES) ON SALES OF MARKET ARLE 
SECURITIES. A loss of $·129,000 taken on sale of 
securities in '197-1 is accounted for b1• t\\'O trans
actions. In order to improve the quality and yield 
on public utilily prl'ferred stocks owned, some 
sales were made .1t a loss of $'17'1,000 and the funds 
r~irwested in other llfl'ferrod stocks considered of 
better quality and providing a higher yield. Govern
ment Jnd. ,1genq' oblig,'ltions were sold at a loss of 
$2_5(},(}00 ,1nd proceeds reinvested so as to reduce 
the time to maturily. 

GENERAL AND ADMINISTRATIVE EXI'ENSES. The 
incre,'lSl~ of $266,000 from "1972 to '197J was occa
sioned princip.11ly by the expense of opening and 
operating three addilionill branch offices during 
19i3. Operating expenses in '1972 were ·10.8% of 
gross inconw. The $506,000 incre,1Se in general and 
administrative expense from $3,702,000 ('10.6% of 
gross income) in 1973 to $4,208,000 ('12% of gross 
income) in '1974 was occasioned by inflation, the 
expense of opening and opcr.1ting four additional 
offices in '1974, and the cost of computerizing our 
accounting system. 

TAXES ON INCOME. Taxes on income were 48.6% 
of earnings before l.n.:es on income in "1972, 50.3% 
in "1973 and 45.4% in "1974. Total tax expense varies 
with the im;reasc or decrease rn prc~tax tlccounting 
income i.ldjusted ror permanent diffcnmces (gencr
.111}' nan~lllXable revenue or non~.dcductiblc expense 
items). In '1972 the permanent differences and the 
incrcascs {or reductions) in taxes were as follows: 
Nt't g,lin!. on s.11l•s of fowdOsl•d 1(',11 proper!}' {$.157,000) 
St.\ It• franchist• t.lx nel of redcr,ll incomL" tax hl'IH'fit $467,000 
DividL•nds rt•n•ived dcdu(tiOn un pr~fl•rrt.•d !>IOrks tS 75,0001 
Q_tlwr !)L'fllhlncnt <llfft•rt•nn•s S 16,000 

Note 4 of the nott•s to the consolidaied financial 
statements describes the pt'nnilncnt differences for 
'19i3 and '1974 and their tax effecls. Deferred tax 
expense was s·I,OB2,000 in -:.n;2, $402,000 in ·1973 and 
"''" nil in '1974. The decrease in deferred taxes was 
c.1used principally by the decrea$e in loan fees 
recognized ior. financial slat_cmcnt purposes ilnd tht' 
increase in loan fees recognized for tax purposes. 

STOCK MARKET DATA. The following !able incli
cates the quarterly high and low prices for Wesco's 
capital stock on ihe Now York Slack Exd.ange for 
the last two years: 

1973 1974 

High lOw Qu.utcr Ended Uigh low 
1m·~ 1-H~ March 31 15 11Va 
1(.~:i "1'1% June 30 15 9¥, 
1Hil 10Vl September 30 131/2 61/~ 
1-1%. 10~4 Dcccmbrr 3"1 9:1:~ 7~'~ 

l 
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Consolidated Balance Sheets 
December 31, 1974 and 1973 

/\SSF.'IS 1973 

=-~-----=---=-~...----·_,...,.·~~--------------
Cash 
Marketable securities (nolo 3): 

Certificates of deposit 
United Slates Govornment and agency obllgallons and 

other marketable securities, at amortized ldentl· 
fled cost (quoted market, $9,953,000 In 1974 and 
$10,036,000 In 1973) , ...................... . 

Investment In common stocks (quoted market, 
$3,039,000 In 1974 and $5,996,000 In 1973) •••• 

Investment In preferred stocks (quoted market, 
$11,831,000 In 1974) ....................... . 

Loans receivable, lt::ss umMrned !ann fees, unrealized P• ofit 
and loans In proco>s (notes 2 and 3) .............. . 

Accrued Interest and dividends receivable ••••••••••••.. 

Properties purchased and held for Investment, at cost •••• 
Properties acquired through foreclosure by Mutual Savings 

and held for sale, at cost Jess allowance for losses, 
$280,000 In 1974 and 1973 (note 3) ............... . 

lnvestmonts required by law: 
lnvestm•ont In stock of Federal Home Loan Bank, at 

cost (note 3) .............. , .... , .......... . 
Prepayments to FSLIC secondary reserve , ••••••• , • 

Ofllce properlles and equipment, net {note 5) ••.••••••••• 
Prepaid expenses and sundry assets, at cost • , .••••••••• 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Cash disbursement• to be funded at bank •••••••••••••• 
Savings deposits ......... , ........................ .. 
Notes payable (note 3) ............... , ...... , ....... . 
Advances by borrowers for taxes and Insurance .. , ...... . 
Accoun\s payab\e and sundry accrued expenses .....••.. 
Taxes on Income (note 4): 

Current ...••...••..•........•.•... · · · • · ·• • · • .• 
Deferred ................. , ................•... 

To\alllabllllles ........................ . 
Stockholders' equity (notes 4, 7 and B): 

Capital stock ol $1 )Jar value per share. 
Authorized 2,500,000 shares; Issued 2,373,269 
shares ................................... . 

Capital surplus arising from stock dividends ••••• , ••• 
Retained earnings ............................. . 

Total stockholders' equity ••• , ............... , 
Commitment and contingent liabilities (no\es 6 and 10\. 

See accompanying notes to consolidated financial statements. 
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$ 1,087,000 

24,010,000 

10,009,000 

5,079,000 

12,900,000 

389,085,000 
1,935,000 

661,000 

5,819,000 

3,745,000 
4,863,000 
5,140,000 
1,353,000 

$465,646,000 

-~ .. 
$ ·1;248,000 
333,117,000 

50;975,000 
1,129,000 

996,000 

41,000 
7.849,000 

395,355,000 

2,373,000 
28,066,000 
39,852,000 
70,291,000 

$465,648,000 

1,151,000 

21,998,000 

10,178,000 

6,785,000 

389,684,000 

1,960,000 

455,000 

5,451,000 

3,691,000 
4,644,000 

·5,297,000 
786,000 

451,980,000 

345,530,000 
27,705,000 

1,261,000 
1,101,000 

983,000 
7.849,000 

384,429,000 

2,373,000 
28,066,000 
37,112,000 

67,551,000 

451 ,980,000 

... , -:---~-------~--------
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Consolidated Statements of Earnings 

Years ended December 31, 1974 and 1973 

Investment income: 
Interest on loans .............................. .. 

Interest vn marketable securities ••••.••••••••••• , • 
Dividends on common and preferred stocks •••••.••• 

Interest and dividends all Investments required by law 

T·otal Investment Income ••••••••••••••••• 

Cost of money: 
Interest on savings deposits . , ..•......•... , .. , ... 
Into rest on notes payable ..•.•.•••.•. , •.....•.. , . 

Total cost of money ................... .. 

Margin on Investments ................. .. 
Loan fees and service charges ........ , ............ , , . 
Operations and net gains from sales of real property (note 9) 
Rental of office premises, net ................ , ...... .. 
Net losses on sales of marketable securities • , ••••••••.•• 
Other Income, net ................................ .. 

General and administrative expenses ••••••••.•..•.•••• 

Earnings before taxes on Income , ....•.... 

Tsxes on Income (note M: 
Current .................•.•.. , .............•. , 
Deferred ..................................... . 

Net earnings .......................... . 

Earnings per capital share based on 2,373,269 shares • , •.• 

Soe accompanying nares to consolidated financial sreremenrs. 
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$ 28,483,000 
3,202,000 

974,000 
533,000 

33,172,000 

20,419,000 
3,384,000 

23,713,000 

9,389,000 
1,542,000 

593,000 
201,000 

(429,000) 
98,00~ 

11,397,000 

4,208,000 
7,189,000 

3,282,000 

3,282,000 

s 3,927,000 

s 1.65 

·1 ~r;~·1 

=·-~-= 

27,450,000 

2,950,0~0 

463,000 

462,000 

31,325,000 

20,001,000 
...J.,;!1_3.000 

21.314,000 

10,011,000 
1,786,000 

831,000 
303,000 
(72,000) 
116,000, 

12,97J,ono 

3.702,000 

9,273,000 

4,263,000 
402,000 

4,665,000 

4.608,000 

1.94 

. . 

tJ 
j;!S-=._,--.. _ ------~---~~---- ----- --- ------ ............ ------=--~-~-~-----~"''·'~'"'•'-'"""""'"'"'"· .... 
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Consolidated Statements of Stockholders' Equity 

Years ended December 31, 1974 and 1973 

Coplint stock (note 7): 

Beginning of year .............................. . 
5% slack diVIdend ., • • • • • .. • • • • • • • • .. • • • • ..... . 

End of year .....••••..• , ................ , ...••.. 

Capital surplus arising from stock dividends (note 7): 

Beginning of year • .. .. • .. .. • .. .. • .. • • • • ........ 
Excess of market value of stock dividend over par value 

of slack Issued .. .. • .. .. .. .. • .. .. .. ........ 

End of year ...•...•... , . , ........... ~ ......•••. 

Retained earnings: 

Approprlatod (notes 4 and 8): 
Beginning of yoar .......................... . 
Allocation of net earnings • .. .. .. .......... .. 

End of year ............................... . 

Unapproprlntod (note 7}: 

Beginning of year ......................... .. 
Cash dividends declared and paid •.••••••••••• 
Allocation of not earnings ................... . 
End of year ...•. ~, •.... , ...•........•. , •.. , 

Less stock dividends nl market value (note 7): 

Beginning of year .......................... . 
Market value of stock dividend ••.••••••••••••• 

End of year ............................... . 

Total retained •Jnrnlngs ................. . 
Taint stor.kholders' equity •••••••••••• 

See accompanying notes to r;onso/ldated financial slafemenls. 

--·--~-~----~ 

42,446,000 
596,000 

43,042,000 

23,Q05,000 
( 1,181.000) 

3,331.000 

2.6,049,000 

(29,239,000) 

!29,239,000) 

39,852,000 

$ 70,291,000 

8 

41,587,000 
859.000 

42.446,000 

21,231,000 
( 1,075,000) 

3,749.000 

23.905,000 

(27,459,000} 
( 1.780,000) 

(29.239,000) 

37,112.000 

67.551,000 

D.. ISC· '0SURE® IF.THE ABOVE PAGE IS LESS CLEAR THAN THI.S STATEMENT, IT IS 
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Consolidated Statements of Changes in Financial Position 

Years ended December 31, 1974 and 1973 

Funds provided; 
Net E'.,rnlngs ...•.....•...••..•...•........•.....••• 
Charges (credits) to earnings not requiring (providing) 

funds: 
Depreciation and amortization ••••.•••.••••...•••• 
Interest on savings deposits credlled to savings ac· 

counts •. , ....••••.•••. , ...• , , ••••••....• , . 
Deferred Income taxes (note 4) .................. . 
FSLIC primary premium transferred from secondary 

reserve •..••..•.•...•.•.•• , ••.•.•••.....•• 
Amortization of fees and dlscounls •• , , •• , , , •• , •. , • 
Recognition or unrealized profit on real ~roperty .•••• 
Interest income on FSLIC secondary reserve ....... . 

Funds provided from operatlons ........ , ..... . 

Principal payments on real estate loans .. , . , , ......... , 
Additions to deferred loan lees ... , .................. , 
Sales of real property, net or gains .............. , .•• , , , 
Increase In notes payable ......... , ............. , , , .. 
Increase In advances by borrowers for taxes and insurance 
Additions to unrealized profit on real property , . , .•••• , • , 
Decrease in marketable securities .. ~ ..... , , .......... . 
Decrease in cash .. ._ ........... , .. , •....... , .. , .... . 

Total funds provided ...................... .. 

Funds used: 
Cash dividends declared and paid (note 7) ............. . 
Decrease In savings deposits . , ...................... . 
Investment in real estate loans .......•.•............•. 
Investment in buildings and other assets , ..... , ........ . 
Additions to rsal property ........................... . 
Decrease in loans in process .... , , .................. . 
Investment in stock of Federal Home Loan Bank ....... , . 
Decrease in advances by borrowers for taxes and insurance 
lncrGase in marketable securities , ......... , ......... . 
Other, net ....................................... , . 

Total funds used .......................... .. 

See accompanying notes to consolidated financial statements. 

9 

1974 

$ 3,92i',OOO 

314,000 

14,810,000 

86,000 
4D9,DDD) 
410,000) 
305,000) 

18,013,000 

35,029,000 
277,000 

1,769,000 
23,270,000 

155,000 

1,332,000° 
$ 79,845,003 

$ 1,187,000 
27,223,000 
31,998,000 

282,000 
2,219,000 
1,883,000 

54,000 
132,000 

13,037,000 
1,830,000 

$ 79,845,000 

1973 

4,608,000 

294,000 

14,005,000 
402,000 

91,000 
402,000) 
259,000) 
273,000) 

18,466,000 

44,326,000 
329,000 

2,804,000 
14,985,000 

349,000 
340,000 

15,931,000 
~0.000 

97.960,000 

1,075,000 
29,747,000 
52,647,000 

228,000 
'1.716,000 

11,173,000 

1.374,000 

97,960,000 

DISC. ; Jo--. s• u.·R·. E® IF VtE ABOVE PAG.E IS LE_s::LEAR THAN THIS STATEMENT. IT IS 
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Notes to Consolidated fi'nancial Statements 

December 31, 1974 and 1973 

!' ll Sunull,H\ t'f Signil.it ~\nt An iHmlitn~ Pc~Iirit•, 

The {oltowing ttcms c::ompfise tht- signi£icv.nt a.ccounlins 
policiC'S which the Compnny follows: 

Principlcli of Consolidation 
The consoHd;'ltcd financial statcnwnts include the accounls 

of \·Vesco Financial Corporation (llll' Compiln)•) nnd its 
wholly own"d ~ubsidiary, ,V\utu\11 Savings ;~nd Loan 
Association and \\s wholly owned S\lhsh:Haries (.\:\utua1 
Savings). All materiJI intercompany lran$nctions have 
been eliminated. 

Marketable Securities 
U.S. Government, Jgcncy obligatiems and other marketable 

securities arc carried nt ichmtHi('d rest, nclfustcd for 
amortization or pren1ium and .1ccrction of discount over 
the tNm of the security and are not c.:~rricd at the lower 
o( cost or market because il is management's intention 
to hold them to nw.turit)'. 

Common and preferred stod.s are carried nl identified 
cost. 

Loan Fees 
l.oar. fees !or originating loans arc deferred for ilmounts in 

CXCC$5 of 1% of the Jo.1n illllount plus $200 for non~ 
construction loans and 2% of the loan aplount plus $200 
for construction loans. Deferred fees arc amortitcd into 
income by usc of the strJight-linc method over seven 
yeO'Irs. 

Loan Valuation Allow~nccs 
Valuation a1towanccs {or estimated losses on 'lpcclfic loans. 

arc charged to earnings when ;my significant and perm
anent decline reduces the market value of the underlying 
St.>Curity to less than the loan. Such losses nrc usually 
indi_catcd during (on:~closurc proceedings. 

Real Properly Valu~lion Allow,,nccs 

Valuation illlo.tanccs for estimated losses on real propc-rW 
arc charged to earnings when any significant and penn
anent decline reduces the market value to less than the 
t:al'rying value-. When the- Company inl1:!n~s to hotd reat 
estate held for sale for a period in excess of 18 months, 
future direct holding costs for maintenance, properl)' 
taxes, insurance, direct selling expenses, costs of com
pletion or improvement and a di$count factor to give 
effect to till' cost of money are considered in determining 
the mnount of required valu.1tion allowanrcs. ., 

Office Properlics and Equipment 
Office properties and equipment arc deprecia~cd by use of 

the slri1ight·llne method O\'Cr the estimilted useful \ivcs o{ 
the vurious cbsscs of assets from the respective dates of 
acquisition. The useful lives: used for the principal classes 
of assets arc: 

Buildings l'lnd improvements 
Furniture, fixtures and cquiprncnt 
Leasehold improvements. 

10 to 45 years 
4 to 10 years 
3 to 20 years 

(:il 

10 

MalntcnanCll and repairs <ue charged lo appropriale ex
pense accounts in the year incurred; n•ncwals and 
material hctlc-rrrtcnts arc chil_rged to property .1ecounts. 

Cost and accumulated depreciiltlon <~nd amortization ap
plicabll• to assets retired or otherwise disposed of arc 
ditntnatcd from the related ilCCounts and the profit or 
loss on disposition is credited or charged to earnings. 

Profil on lhe Si'llc of Real Properly 

Profit on the sale of rci'll property is recognized when the 
buyer has made an irrevocable commitment to the sale 
and has met ccrt.1in down payrncnl and amortization 
requirements. In gcner.1l, the down paymnnt require
ments range from 10% to 2S'}(l for improved property 
.1nd from 15'l'L) to 30% for unimproved property based 
on tin.• use of \h~ pmpctl)' and t:;ush How projc.t:l\ons. 
Amortization requlrmncnls include the payment on an 
annual level pa)•mcnt basis (principal and interest) over a 
period nat to exceed {rom ·ts to 30 years, depending on 
tlw t>•pc- and use or 1hc property, with p<~yments com
mencing nat later than one year from date of sale. 

Cnmparati\'e Figures 
Ccrt.1in items irt the '1973 financial st,,tcmcnts have been 

rcclilssiflecl to conform with 1974 classifications. 

Loans rccciv<~ble <~rc summarized ns follows: 

Rca\ l"Sta\c \ouns on rc$iden
tial property of: 

One to four units (home 
loans) ....•.........•. 

More than four units ..... 
Real estate loilllS on other 

properties ........... . 

les~: 
Unea!llcd \oan fees ..•... 
Unrealized profit on sales 

of real property •.•.•.• 
Loans in process ... _, •.... 

loans on ~inving$ deposits .•. 

197·1 1973 

$284,885,000 
92,786,000 

11,496,000 

277,939,000 
99,864,000 

14,395,000 

389,167,000 392,198,000 

(1,075,000) 

(1,404,000) 
( 290,0001. 

386,398,000 
2,667,000 

$389,065,000 

11,207 ,000) 

(1,653,000) 
(2,173,000) 

387,16S,OOO 
2,419,000 

389,584,000 

The following is a summary of notes payable: 
Federal Horne Loan Bank advances. secured by certain real 

estate loans and Federal Home Loan Blink stock, with 
intc_rcst from 7.50% to 9.75°/o in 1974 and 7.50% to 
8.125o/o in '1973, and with maturity dates,ns follows: 

DISCI •os· u·-~R····E~ ® IF~-~~~;:e-IS LESS CLEAR. THAN THIS STATEM.ENT, IllS 
Ll. . DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Year ending 'Dec. 31, 

1974 
1975 
1976 
1977 
1978 
1979 
'1980 
1981 
1982 
1983 
1984 

Oilnk notes with interesl prin
cipally .11 primC' sC'curcd by 
cer1.1in mark£.'tablc scCllri· 
tics, reJI ('sl.'\tf! lo~ms and 
real property, an(l with 
maturit)' d.ltcs ilS follows: 

Year ending Dec. 3·1, 

'1974 

1974 '1973 

s 20,700,000 
17,400,000 

343,000 
3,494,000 
3,494,000 
3.494,000 
3,494,000 
3,494,000 
3,494,000 
3,494,000 
1,399,000 

43,600,000 20.700,000 

6,085,000 
'1975 7,375,000 

Bank note with intcrt~st .11 
tJ.75% due j.mtWf)' 15, 
1nN, secured by ccrtiiictHc 
Ot dC'posiL •••. , ••••••• , •• 

(4) Taxes on htcome 

s 50,~75,000 
920,000 

27,705,000 

If certain conditions- me met, savings and loan associations, in 
dctcnnining taxable income, arc allowed spccinl bt~d debt 
deductions based on specified e,'<pNicncc formulas or on a 
percentage-of taxable income before such deduction, The 
bad debt deduction must be within certain limitations 
based on outstanding loans and the ratio of reserves, un~ 
divided profits and unallocated earnings to savings de
posits. MuiUal Savings hns reached such limitations which 
preclude deductions from income in arriving at federal 
taxes on income. 

The investment tax credit~ which is insignificant, is recorded 
by the flow-through method of accounting whereby, in the 
year available for utilization, it is applied as a reduction of 
income tax expense. 

Appropriated retained ctirnings at December 31, 1974 and 
1973 include approximatcl}' $43,852,000 and $43,256,000, 
respectively (before elimination of $810,000 in consolida~ 
tion) of tax reserves for which no provision for Federal 
income taxes has been made. If in the future these appro
priations arc used for any purpose other than to absorb bad 
debt losses, Federal income taxes will be imposed at the 
then applicable rates. 

Federal income tax returns of the Company and j\·\utual Sav
ings for 1972 througlr1,?74 arc subject to examination by 
the United States Treasuty Department. 

Income tax expense for i974 and 1973 includes the following 
components: 

"11 

1974 1973 

Current 
tnx 

expeO!iC 

Federal $2,45:1,000 
Sl.11e 811,000 

Total $3,262,000 

Ot'ferred 
tax 

C'Xpensc:> 

Curr(lnt 
tax 

<'XPCllS<' 

3,251,000 
1,012,000 

4,263 1000 

Deferred 
til X' 

c:-;pcnsc 

251,000 
15'1,000 

•102,000 
= 

Q('ferrcd tax expense results from timing differences in the 
re(ognilion of revenue ilnd expense for tax and financial 
stiltement purposl's. Thf.' sources of tlwse differences in 
1974 and 1973 and the 1.1x cftcct of c;\ch were as follows: 

financial sttltemcnt recogni-
tion of loan fees grc.11er 
!less) than tax recognition S 

California franchise t.lx recog
nized for financiJI state
ment purposes on accrual 
basis but on cash basis for 
tax. purposes .. , ........ 1 

FSLIC secondary rese-rve inter~ 
est income recognized on 
the (inancia! statements, 
but deferred for t<lx pur-
poses •....•....... · · · • · 

Gains on sales o! real prop
erty recognized in prior 
years for financial state
!llent purposes ·'. ·· .••...• 

1~74 

(156,000) 

156,000 

166,000 

Other tlrning dlffercn<t·5 ... __ ,.,n.:::6:of'•.:::O::;OO:::l 

s 

'1~73 

577,000 

(125,000) 

75,000 

(225,000) 

100,000 

402,000 

t\ recondli;l.tion of tot,ll income til:< cxpcn'Se and the amount" 
computed by applying. the U.S. Federal lncomc t.1x rate of 
48(!·h to income be-for~ ta~ follows: 

1974 19.73 

Computed "cxp0ctcd" Fed-
em\ tax expenst~ ..•.••••• $ 3.451,000 

lncrcasos (reductions) in taxes 
resulting from: 

Nt•t gains on sales of fore-
dosed real' property . . • . (2"19,000) 

St;.lte franchise tax, net of 
Fed.cral income lilx bene-
fit . • • . • • • . • . . • • • . • . • • 422,000 

Dividends received dcduc· 
tion on common and pre-
preferred stocks ...• , , , (397,000) 

Other permanent differ-
ences , • • • • • • • • . . • • • . . 5,000 

$ 3;262,000 

4,451,000 

(386,0001 

606,000 

(189,000) 

183,000 

4,665,000 

... ,_ cV ,.D.IS' c. .J:.oi . -~·u· RE® IF TH: ABOVE PAGE IS LESS CLEAR tl:l~f~ THIS STATEMENT. ;TIS 
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I5) Office Propl'ltics and £quil'm<•n\, N<•l 

(6) 

Office properties ;md (:, -,jpment at cost less accumuli.lteci 
depreciation and amof-fization con$iSI of the following: 

",974 1973 

Land ................... $ 1,509,000 1,,623,000 
Office buildings and lease-

hold improvements . . . . 5,780,000 5,659,000 
Fcrniture, fixtwes and 

equipment • • • . . . . . . • . 930,000 638,000 

Accumulated depreciation 
and amortization . . . . . . 3,079,000 

$ 5,140,000 

Retirement Plan 

8,120,l~OO 

2,823,000 

5,297,000 

A noncontribu.tory retirement plan ts in eCiect for all eUgiblc 
empiO}'CCS of the Company and its subsidiaries. Employer 
contributions aw c01nputcd utilizing the uggcegatc cost 
funding method. The contributions for 1974 and 1973 
approximated $94,000 and $79,000., rcspcctivety. Th~ actu
arially computed value of \•ested benefits as o( December 
31, 1974 and 1973 did not exceed the ma.rkel vah.tc of the 
assets of the r~tircment fund. 

\he Employee Retirement Income S~curity Act of 1974 
became law on September 2, 1974' and is prinCipally 
concerned with participation, vesting, and funditig re
quirements. Pension plans in existence on January 1~ 1974 
are not subject to those requimmenls. until plan ·years 
beginning after December 31, 1975, Compliance with the 
requirements of the Act will not have" ~ignificant effect on 
the Company's pension plan. 

{7) Oi'idends 
Quarterly cash dividends of $.10 per share plus an extra <;\ash 

dividend of $.10 per share dedared and paid during i'974 
amounted to $1,187,000. Cash dividends declared and paid 
during ·1973.amountcd to $1,075~000. 

On Janu<uy 1GJ 1973, the BoJrd of Directors declared a S(l/o 
stock dividend {113,013 shares) payable April 3, 1973 to 
stockholders of record on February 26, 1973. Upon pay
ment of the dividend, the fair market value of the stock 
{$1,780,000) as of January 16, 1973 was charged to market 
value of stock dividends, capital stock was credited with 
~m amount equal to the par value o{ the shares issued 
(5113,000}, anll capital surplus was credited with an amount 
representing the excess of the fair market value over par 
value 151 ,667,000). 

(8) Rcs~rve Requirements 
The federal Savings and Loan Insurance Corporation, in con· 

ncction with the insurance of savings deposits, requires 
savings and loan associations to maintain certain reserves 
which rnay be used only for the purpose of absorbing 
losses. In addition, associations must maintain certain 
reserves under California law. Such reserve requirements 
were met by Mutual Savings as of December 31, 1974 and 
1973, 

12 

I 

<'ll Real Estate Operution' 
Operations and net gains from sales of !'cal property ;uc sum

marized as foUows; 
1974 1973 

Recognized net gains from 
852,000 sales ················· s 591,000 

Income from rentals . , ... 108,000 140,000 

699,000 992,000 
Less maintenance and sales 

expense . ············· 106,000 161,000 

s 5g3,000 831,000 
= 

\lUI ('<mtin~ent liabilities 
Mutual SaV-ihgs is named as one of the defendants in several 

class actiOns relating to certain .common· practices in the 
mortgag~ lending field. The ou"tcome of this litigation 
cannot be predicted; however, based on the facts presentty 
available, the Association believes there are substantial 
defenses to these actions and that losses,!'· any, would not 
be mrtterial. 

In addition, Mutual Savings is a dcf~ndant in twq actions 
involving alleged casement rights. Mutual's counsel be
lieves there are mcdtoiious defenses to:'thcse actions and 
there is a substantial chance the cases· can be spccessfully 
defended. While there is soma risk to l\·\utual, in manage
rncnt's opinion, any such risk would not be material. 

Pt:AT. ~l .. t•"'"lt"K. :Oincu&LL & Co. 
O:~llfl.ltl> ~ChLIC ~tCOCr<T•!<TS 

OU •<>IITK riO"·~ U~I!U 

•"~ ~~"~'-"~·"•J.Iro•~•• """" 

The Board of Directors 
Wesco Financial Corporation: 

We have examined the consolidated balance sheets of 
Wesco Financial Corporation and subsidiaries as of 
December 31, 1974 and 1973 and the related consolidated 
statements of earnings, stockholders' equity and changes 
in financial position fer the years then ended. Our exam
ination was made in accordance with generally accepted 
auditing standar.ds, and accordingly included such tests 
of the. accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated finan
cial statements present fairly the financial position of 
Wesco Financial Corporation and .subsidiaries at Decem
ber 31, 1974 and 1973 and the results of their operations 
and the changes in their financial position fer the years 
then ended, in conformity with generally,. accepted 

acc~~~£!LP~=~-~~~~~~<;P.!;iifei~t~a3is. 
hat~~· ~cp ' . . 

Los Angeles, California 
February 14, 1975 

' . 
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c· P.O. Box 3546 Terrninol Annex, los Angeles, California 90051 

0 

MANUFACTURERS HANOVER TRUST COMPANY 
4 New York Plaza, New York, New York 10004'' 

,, LEGAL COUNSEL 
Hahn & Hahn 

AUDITORS 
Peat, Marwick, Mitchell & Co. ' 

liSTED ON 
New YorkStock Exchange 

Pacific Stock Exchange 

A cOpY of FOrm 10.K for1974, flied with the ~~curitlcs and Exc;bange Commission, is available witho-ul ch;uge upon a stoCkholdEr's writlcn_ r~uest_ 
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HESCO FINANCIAL CORP.,PRATION AND SUBSIDIARIES 

Parent Company Financial Statements 

Follm~ing are the balance sheets of Hesco Financial Corporation (parent only) 
at December 31, 1974 and 1973 and the' related statements of earnings and 
changes in financial position for the years then ended: 

Balance Sheets 

Assets 

Cash 

Harketable securities: 
Certificates of deposit 
Investment in common stocks (quoted market, 

$3,039,000 in 1974 and $5,996,000 in 1973) 
Investment in preferred stocks (quoted 

market, $250,000 in 1974) 
Other marketable securities, at amortized 

identified cost (quoted market, $6,453,000 
in 1974) 

Real estate loans receivable 
.Accrue-d 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 assets, at cost 

1974 1973 

$ 117' 000 139,000 

1,000,000 5,002,000 

5,079,000 6,785,000 

267,000 -

6,453,000 -

221,000 111,000 
93,000 203,000 

89,000 89,000 
55,918,000 55,535,000 
4,316,000 4,624,000 

74,000 50,000 

$ 73,627,000 ~38,000 

See accompanying supplemental information and notes to consolidated financial 
statements of Wesco Financial Corporation and subsidiaries • 

HESCO FINANCIAL CORP.QM:!:I.ON AND SUBSIDIARIES 

Parent Company F~ncial Statements 

Liabilities and Stockholders' Equity 

Bank note payable with interest at 9-3/4% due 
January 15, 1974, secured by certificate of 
deposit 

Loan payable to Hutual Savings 
Accounts payable ancl. sundry accrued 

Taxes on income: 
Current 
Deferred 

Total liabilities 

Stockholders' equity: 

expenses 

Capital stock of $1 par value per share. 
Authorized 2,500,000 shares; issued 2,373,269 

Capital surplus arising from stock dividends 

Retained earnings: 
Appropriated 
Unappropriated 
Less stock dividends at market value 

Total stockholders' equity 

Commitments and contingent liabilities. 

$ 

( 

1973 

- 920,000 
2,708,000 2,971,000 

687,000 1,076,000 

' . 
21,000 20,000 
80,000) -

3,336,000 4,987,000 

·-< -0··----~·-s··--c-• o.• · s.u. R. E. ® IF T~E ABOVE PAGE IS. LESS CLE:: T-~:N T~~~-STATEME~T. IT IS 
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l~SCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Parent Company Financial Statements, Continued 

Statements of Earnings 

Investment income: 
Equity in earnings of subsidiaries before 

taxes on income 
Interest on loans 
Interest on marketable securities, 

including interest; on deposits in Mutual 
Savings, $17,000 ($154,000 in 1973) 

Dividends on common and preferred stocks 

Total investment income 

Cost of money - interest on notes payable, 
including interest on loan payable to Mutual 
Savings, $157,000 ($171,000 in 1973) and other 
interest paid to Mutual Savings, $112,000 

Loan fees and service charges 

Rental of office premises, net 

Net losses on sales of marketable securities 

Other income (expense), net 

General and administrative expenses 

Earnings before taxes on income 

Taxes on income 

Net earnings 

$ 6,388,000 
10,000 

767,000 
376,000 

7,541,000 

287,000 
7,254,000 

8,604,000 
9,000 

386,000 
463,000 

9,462,000 

193.000 
9,269,000 

39,000 47,000 

206,000 303,000 

(14,000) (63,000) 

15,000 
7,485,000 9,571,000 

296,000 298,000 

7,189,000 9,273,000 

3,262,000 4,665,000 

$ 3,927,000 4,608,000 

See accompanying supplemental information and notes t:o consolidated financial 
statements of l~esco Financial Corporation and subsidi.aries. 
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\oiESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Parent Company Financial Statements, Continued 

Statements of Changes in Financial Position 

Funds provided: 
Net earnings 

Charges (credits) to earnings not requiring 
(providing) funds: 

Depreciation and amortization 
Deferred income taxes 
Equity in net earnings of subsidiary 

Funds provided from operations 

Dividends from Mutual Savings 
Principal payments on real estate loans 
Increase in bank note payable 
Sale of building and other assets, net of 

gains 
Additions to unrealized profit on real 

property 
Other, net 
Decrease in cash 

Total funds provided 

Funds used: 
Cash dividends declared and paid 
Investment in building and other assets 
Decrease in loan payable to Mutual Savings 
Decrease in bank note payable 
Investment in real estate loans 
Increase in investments in marketable 

securities 
Other, net 

Total funds used 

$ 3,927,000 

$ 

214,000 
( 80,000) 
(3 ,383 ,000) 

678,000 

3,000,000 
8,000 

124,000 

48,000 

22.000 

3.880,000 

$ 1,187,000 
30,000 

263,000 
920,000 
172,000 

1,012,000 
296,000 

$ J,8!lQ,QQQ 

].973 

4,608,000 

212,000 
( 29 ,000) 
(4,091,000) 

700,000 

1,500,000 
19,000 

920,000 

38,000 
5.859 QOO 

9 '036. 000 

1,075,000 
27,000 

249,000 

7,685,000 

9, Q36. QOQ 

See accompanying supplemental information and notes to consolidated financial 
statements of \olesco Financial Corporation and subsidiaries. 
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HESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Supplemental Information to Notes !Q_Consolidated Financial Statements 

Supplementary Profit and Loss Information 

Loan 

The follo-wing amounts have been charged to expenses in the statements of' 
e.nrnings: 

Years ended Dec,31, 
1974 1973 

Company Consolidated Company Consolidated 

Maintenance and 
repairs $ 306,000 31~6 ,000 277,000 313,000 

Depreciation and 
amortization of 
office properties 
and equipment 214,000 

Taxes other than 
314,000 212,000 294,000 

taxes on inc..~me: 

Payroll taxes 6,000 99,000 6,000 96,000 
Property 

taxes 198,000 327,000 202,000 341,000 
Advert·<.sing 472,000 396,000 

Payable to Mutual Savings 

The loan payable to Mutual Savings is a 5-1/2% loan, due in 1981 -with 
monthly installments of $35,000, including principal and interest, 
secured by office properties and equipment, 

Maturities over the next five years are summarized as follo-ws: 

Years ending Dec.31, 

1975 $ 278,000 
1976 294,000 
1977 310,000 
1978 328,000 
1979 346,000 

Thereafter 1,152,000 

$ 2,708,000 

Deferred Taxes on Income 

Based upon currently anticipated operations, it is expected that the 
deferred income tax balance -will not substantially decrease through 1977. 

DIS .. -c· -;· 08--~u. R .. ·E. ® IF T~E ~~~VE PAGE IS LESS CLEAR THAN TH. I.S STATEMENT. IT IS 
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HESCO FINANCIAL CORPORATION AND SUBSIDIARIES 

Supplemental Information to Notes to Consolidated 
Financial Statements, Continued 

Office Properties and Equipment, Net 

Office properties and equipment at cost less accumulated depreciation and 
amortization consist of the following: 

Parent company only 
1974 1973 

Land $ 1,386,000 1,500,000 
Office buildings and leasehold 

improvements 5,001,000 5,026,000 
Furniture, fixtures and equipment 6,000 6,ooo 

6,393,000 6,532,000 
Accumulated depreciation and 

amortization 2,077 ,ooo 1,908,000 

$ 4,316,000 4,624,000 

Total additions amounted to $30,000 in 1974 and $27,000 in 1973. Total 
sales and retirements amounted to $169,000 in 1974 and none in 1973. 
Neither total additions nor total sales or retirements during 1974 and 
1973 amounted to more than 10% of the ending balance for the respective 
period. 
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COLUMN A 

NAME OF ISSUER AND 
DESCRIPTION OF INVESlMENT 

l-futual Savings and Loan 
Association: 

Guarantee stock of 
$100 par value: 

1973 

1974 

• ' ,. 

WESCO FINANCIAL CORPORATION 

INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES AN:l OTHER PERSONS 

Years ended Decemb~31, 1974 and 1973 

COLUMN B COLUMN C 
BALANCE AT BEGINNING OF PERIOD ADDITIONS 

111 121 (11 (21 
Equity Token Up In 

Number of Shares Amount In Dollars Enminos (losses) Other 
or Units. of Affiliates and 

Principal Amount Other Persons 
of Bonds and Notes For the Period 

.2®.(1) 

600 (1) 

$ 52.944.000 4,091 000 

$ 55.535.000 3,383,000 
= 

COLUMN D 
DEDUCTIONS 

111 12) 
Orsttibution of 

Eomlngs by Persons Other 
In Which Earnings 

{losses) Were 
Taken Up 

LSOO,OOO = 
3 000 000 = 

COLUMN E 
BALANCE AT £NO OF PERIOD 

111 

Number of Shares 
or Units. 

Principal Ati'ICrunt 
of Bonds and Notes 

60Q.(l) 

600 (1) 

121 

Amount fn Dollars 

$ 55.535.000 

$~~ 

(1) 100% of the outstanding shares. 
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Schedule Ill 

COLUMN F 

Dividends Received 
During tho Period 
From Investments 

Not At:counted For 
By the Equity 

Method 
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