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20549 

FOR}! 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, 1975 Conunission file number 1-4 720 

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

DELAWARE 95-2109453 
(State or other jurisdiction of 
incorporation or organization) 

(I.R.S. Employer 
Identification No.) 

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

Registrant's telephone number, including area code 

91109 
(Zip Code) 

(213) 684-1500 

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

Title of each class 

Capital Stock, Par Value $1 

Name of each exchange 
on which registered 

New York Stock Exchange 
Pacific Stock Exchange 

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

Indicate by check mark whether the registrant 

(1) has filed all reports required to be filed by Section 13 or 15(d) of 
the Securities Exchange Act of 1934 during the preceding 12 months (or 
for such shorter period that the registrant was 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 1. Business 

(a) Wesco Financial Corporation (Wesco) was incorporated on 
~mrch 18, 1959. Its principal business is the ownership of all 
of the outstanding Guarantee Stock of Nutual Savings and Loan 
Association (Mutual) which serves the Southern California area 
through sixteen offices, of which six are in Los Angeles County, 
four in Orange County, two in Ventura County, three in San Diego 
County and one in San Bernardino County. Mutual invests in 
marketable securities and is engaged in the business of lending 
money, principally secured by first liens against real estate to 
enable borrowers to purchase, construct or refinance real property. 
Funds are provided largely from savings deposits, principal payments 
on loans, borrowings from banks and operations. The chief sources 
of income to ~lutual are income from marketable securities, the 
excess of interest received on loans and investments over the 
interest paid on savings deposits, and loan fees and service 
charges received. Mutual has a wholly-owned subsidiary which acts 
as an insurance agent, principally for fire and ext~nded coverage 
property insurance and mortgage life insurance. Mutual also owns 
an inactive service corporation. 

Wesco acts as trustee under. deeds of trust, invests in marketable 
securities, owns and operates the Pasadena business block in which 
the head office of its subsidiary Mutual is located and a minor 
amount of other property. 

(b) (1) Mutual's savings deposits increased by $26,953,000 in 
1975 and decreased $12,413,000 in 1974. In 1975, Mutual's 
loan portfolio decreased $16,006,000 compared to a decrease 
of $519,000 in 1974. 

(2) through (6) not applicable. 

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

(8) Wesco and its subsidiaries employed approximately 173 
persons at D~cember 31, 1975. 

(9) Not applicable. 

(c) Wesco and its subsidiaries are engaged in only one line of 
business within the definition of this item. 

(d) and (e) not applicable. 
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Item 2. Summary of Operations 

(a) The Summary of operations of Wesco Financial Corporation and 
subsidiaries (consolidated) for the year ended December 31, 1975 
and four prior years is incorporated by reference to th2 annual 
report included in Item 10. 

Dividends declared by Wesco Financial Corporation fo~ the year 
ended December 31, 1975 and four prior years were as follows: 

Description 

Cash dividends 

Stock dividends -
market value at 
declaration date 

(b) Not applicable 

Year ended Dec. 31 

$ 1,424,000 1,187,000 

1973 

1,075,000 

1,780,000 1,883,000 2,307.000 
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Item 3. Properties 

The occupancy of the sixteen offices of Mutual, all serving Southern 
California, is as follows: 

Head Office located at 315 East Colorado Boulevard, Pasadena, Californ.i.a 91109, 
leased by Mutual-from Wesco, which is its parent coapany, under lean which 
expires June ll+, 1984. Wesco purchased the property from Mutual under 
Agreement for Sale of Real Estate dated Kay 31, 1964. 

Glendale Office located at 336 North Brand Boulevard, Glendale, California 91203, 
owned in fee simple by Mutual. 

Covina Office located at 200 North Citrus Avenue, Covina, California 91723, 
owned in fee simple by Mutual. 

West Arcadia Office located at 660 West Duarte Road, Arcadia, California 91006, 
leased by Mutual under a ten-year lease with two five-year renewal options. The 
original lease term expired June 30, 1971 and the first renewal option expires 
June 30, 1976. The second renewal option to June 12, 1981 baa been exercised by 
Mutual. 

Corona del Ma'l' Office llcated at 2867 East Coast Highway, Corona del Mar, 
California 91615, leased by Mutual for a five-year period which expires July 14, 
1979. 

Canosa Park-Chatsworth Office located at 8393 Topanga Canyon Boulevard, 
Canoga Park, California 91304, leased by Mutual under a lease with a tera to 
May 31, 1977, with an option to extend the lease tera to May 31, \980. 

Thousand- Oaks Officellcated at 1330 Moorpark Road, Thousand oaks, California 
91360, leased by Mutual under· a twenty-year lease to March 31, 1993, with a 
five-year renewal option. 

Capistrano-San Clemente Office located at 530 CSmino de Estrella, San Clemente, 
California 92672, leased by Mutual under a lease with a tera to June 1, 1976, 
with an option to renew to June 1, 1978. Mutual has, however, a new lease (or 
twenty years with options for three additional five-year teras, on an existing 
building in the saae Shopping Center. The building is free standing and 
located at one of the principal entrances. Remodeling plans are in the process 
of being coapletedlnd Mutual is scheduled to move in the new location May 15, 
1976. 

Vista Office located at 1020 East Vista Way, Vista, California 92083, leased 
by Mutual under a leas~ to May 10, 1976 with six-month options to May 10, 1979. 

Santa Ana Office located at 631 North Main Street, Santa Ana, California 92701, 
leased by MutualUlder a lease to November 1, 1978, with three three-year options 
to November 1, 1987. 

• 
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Channel Islands Office located at 739 W. Channel Island BOulevard, Port 
Hueneme, California 93041, leased by Mutual under a lease to August 13, 1990. 

Fountain Valley Office located at 17942 Magnolia Street, Fountain Valley, 
California 92708, leased by Mutual under a lease to August 23, 1976 with an 
additional one-year option to August 23, 1977. Mutual baa a new lease in the 
same Shopping Center to 1991 with options to 2006. Plana for a new free
standing building are currently being prepared with anticipated coapletion 
in July or August, 1976. 

Lake San MarcosOEfice located at 1143-322 San Marino Drive, Lake San Marcoe, 
California 92069, le~sed by Mutual for a five-year period which expires 
November 30, 1979, with one fivt~-year option. 

Upland Office located at 160 West Foothill, Upland, california 91786, l~aed 
by Mutual under a lease to June 1, 2000, with an additional option for ten 
years. 

Cerritos Office located at 13343 Artesia Boulevard, Cerritos, california 90701, 
leased by Mutual under a lease to May 31, 1978 with an additional option to 
1985. 

Fallbrook Office located at 119 East Ivy, Fallbrook, california 92101, leased 
by Mutual under a lease to November 1, 1976 with an additional six aix-.onth 
options to Noveaber 1, 1979. 

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

• 
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Item 4. Parents &nd Subsidiaries 

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

,.Item 5. Pending Legal Proceedings 

The current status of actions :In which Mutual was named as a 
defendant, follows: 

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

,, 
Mutual financed a large tract development called Friendly Valley. 

After some of the units had been completed and sold, the developer 
defaulted. Mutual acquired the property on foreclosure, and continued 
the development. American Savings and Loan Association in this action 
is claiming a 60-foot easement over a part of the property on which 
Mutualallegedly constructed and sold residential units. This action, 
filed November 3, 1972 by American against Mutual an" those clailling 
interests in the property covered by the alleged easement, seeks to 
establish easement rights, to eject those who are alleged to be on 
the easement and seeks alleged actual and punitive damages of 
approximately $2.7 million. Wesco is named as a defendant only because 
it is a trustee on several deeds of trust on portions of the property. 
Most of the individual property owners are being defended by their 
title insurance carrier, Title Insurance and Trust Company, whom 
Mutual indemnified. Mutual has succeeded in eliminating from this 
action 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 bas filed a 
complaint in intervention and Mutual has an open extension to answer 
that complaint. This case bas been consolidated for trial with the 
case of American Savings and Loan Association vs. T~tle Insurance 
and Trust Company, Mutual Savings and Loan Association, et al. (see 
Item (b)), and has been transferred to the Central District of the 
Los Angeles Superior Court for trial. The trial setting conference 
has been vacated. The case is pending. 

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

This action, filed November 8, 1972, arises out of substantially 
the same alleged factual situation as the previous one, plus the Title 
Insurance and Trust Company issued policies of title insurance to the 
individual home owners without referring to American's alleged 
easement and Mutual indemnified the Title Company in connec:.tion with 
the issuance of such policies. This a.ction seeks alleged actual and 
punitive damages against the Title Company and Mutual of approximately 
$8 million, on the theories of breach of contract, slander of title, 
illegal interference with a business relationship, inducement to breach 
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of contract and unlawful conspiracy. Mutual's demurrer to the 
second amended complaint was sustained with leave to amend. As 
a result of the court's holding, the plaintiff eliminated causes 
of action with regard to breach of contracts against the defendant 
Title Insurance and Trust Company, .and for illegal interference 
with contractual relationships as against Mutual. The third 
amended complaint seeks damages for slander of title as against 
the Title Company and against Mutual, a cause of acti.on for tortious 
bad faith and breach of covenant of fair dealing against the Title 
Company and a conspiracy as against both Mutual and the Title Company. 
This case has been consolidated with Item (a) above. · 

(c) Los Angeles County Superior Court Case No. C 66361 - Martin S. 
Stolzoff dba Westminster Investment Company et al,, vs. Mutual Savings 
and Loan Association. 

-. This action, filed September 5, 1973, challenges the assessment 
'.:and collection by Mutual of late charges for tardy payment of real 

estate loan installments. It seeks to have the late charge declared 
invalid; to have all amounts collected by Mutual as late charges from 
plaintiff and nll members of the class during the past 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. Motion has been granted to vacate the trial setting 
conference date and to strike the certificate of readiness on the 
ground that the plaintiff has not complied with the rules on class 
actions contained in the Class Action Policy Memorandum. Although 
the case is at issue, it still is in early stages of proceeding since 
there has been no determination of the class or whether this is a 
proper class action, nor no notice given to the class. We do not 
know whether the plaintiff will proceed with this matter or not. 

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

Mutual was made a party to this action by amended complaint filed 
October 3, 1973, bringing the number of savings and loan defendants to 
all but two in the State of California. The action is based on 
allegations similar to those in the Westminster vs. Mutual case (listed 
as Item 5(c) above). The case is pending. 

(e) Sylmar Company et al. vs. Robertson's Apartment Builders, Inc., 
Mutual e; al. - Los Angeles Superior Court No. C 87229 

This is an action filed by a borrower of Mutual on a large 
construction loan to build an apartment house claiming damages by 
reasontf defective construction of the apartment house. The action is 
filed against the contractor of the apartment house and against Mutual. 
The theory as against Mutual is that Mutual's inspectors discovered 
the defective workmanship and failed to notify the plaintiffs of the 
defect. The facts do not justify or support these allegations. There 
was defective workmanship which caused a delay in the completion and an 
increase in the cost. However, Mutual was not aware of this until 
approximately the same time that the plaintiff was aware of it. Mutual 
cooperated fully with the plaintiff in efforts to correct the situation. 
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There are eight causes of action in the complaint and only one is 
directed against Mutual. Damages claimed in the complaint as 
agai!lSt Mutual, as allesed "will exceed the sum of $2,000,000." 
Plaintiffs are also claiming punitive damages in the amount of 
$1 million against Mutual. However, plaintiffs' lawyer has agreed 
to eliminate the claim for punitive damages. The case is P~,nding. 

As to Items (a) and (b) above, MutuAl's counsel believes there are 
meritorious defenses to these actions and there is a substantial chance the 
cases can be successfully defended. While there is some risk to Mutual, in 
management's opinion, any such risk would not be material_, As to Items (c), 
(d) and (e) above, the outcome of these actions cannot be predicted; however, 
based on the facts presently available, Mutual believes there are substantial 
defenses to these actions and that losses, if any, would not be material. 

Item 6. Increases and Decreases in Outstanding Equity Securities 

(a) There has been no change in the number of outstanding shares 
of Wesco's capital stock from the 2,373,269 shares reported at 
Item 6(a) of Wesco's Form 10-K for the year ended December 31, 1973. 

(b) Not applicable. 

Item 7. Approximate Number of Equity Security .Holders at December 31, 1975 

_, (1) 

Title of class 

Capital stock par valua $1 

Item 8. Executive Officers of the Registrant 

(2) 
Number of 

record holders 

2,934 

(a) As stated at Item 1(a) of this Form 10-K, Wesc~'s principal 
business is the ownership of all the stock of Mutual. Louis R. 
Vincenti, Chairman of the Board and President, and Bette Deckard, 
Secretary and Treasurer, are the sole executive officers of Wesco. 
The other principal officers of Wesco are also listed below. There 
is no family relationship between any of them. All officers are 
elected to serve for one year and until their successors shall have 
been elected and qualified. 

Name Age Position 

Louis R. Vincenti 70 Chairman of the Board since January, 1973; 
also President since July, 1961. 

Bette Deckard 56 Secretary-Treasurer since April, 1975. 

John R. Armetta 57 Vice President, Property Development 
since April, 1973. 

T • L. Egloff 64 Vice President, Operations since April, 1969. 

P. E. Lynn 63 Vice President, Loan Processing since 
April, 1969 

Robert E.' Sahm 48 Vice President, Building Management since 
July, 1971 
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Item 9. Indemnification of Directors and Officers 

Wesco 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. 

Since February, 1975 the directors and officers liability insurance 
coverage has been on a joint policy with Blue Chip Stamps and See's Candy 
Shops, Incorporated. 
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Item 10. Exhibits, Financial Statements and Schedule 

Accountants' Report 

WESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Index to Financial Statements and Schedule 

Financial Statements: 

Consolidated Financial Statements of Wesco Financial Corporation and Subsidiaries, 
December 31, 1975 and 1974 (with accountants' report thereon). These consolidated 
financial statements and the accountants' report thereon are incorporated by 
reference in the annual report (Form 10-K) required to be filed by Wesco Financial 
Corporation under the Securities Exchange Act of 1934. 

Wesco Financial Corporation: 
Balance Sheets - December 31, 1975 and 1974 
Statements of Earnings - Years ended December 31, 1975 and 1974 
Statements of Changes in Financial Position - Years ended December 31, 1975 and 1974 

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 

Schedules not included have been omitted because they are not applicable or the 
required information is shown on the financial stat~ments or notes thereto. 

SIGNATURE 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 
1934, Wesco has duly caused this annual report to be signed on its behalf by the undersigned thereunto duly authorized. 

WESCO FINANCIAL CORPORATION 

Date March 22, 1976 

By erp;~•~&ifc$ 
Louis R. Vincenti, President 
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TO ':I:'I-IE 8'-:I:'OCK.HOLDERS OF 
WESCO FINANCIAL CORPORA'riON 

Consolidated net earnings of Wesco Financial 
Corporation and its subsidiaries for 1975 amounted 
to $4,351,000 ($1.83 per share) compared to $3,927,-
000 ($1.65 per share) in 1974. Quarterly earnings 
per share were: 

First Second Third Fourth 
Quarter Quarter Quarter Quarter Ye.u 

1975 
1974 

$ .36 
.48 

.36 

.40 
.54 
.44 

.57 

.33 
1.83 
1.65 

Total savings in Mutual Savings increased $26,-
953,000 in 1975 compared with a decrease of 
$12,413,000 in 1974. Out-oi-state savings decreased 
$5,261,000 in 1975 and $16,257,000 in 1974. Most 
of the decrease in out-of-state savings in 1975 oc
curred during the first six months of the year. At 
December 31, 1975, out-of-state savings totaled 
$52,313,000 (14.7% of savings) compared with 
$57,574,000 (17.3"/o of savings) at December 31, 
1974. The amount of out-of-state savings appears 
to have stabilized. 

Savings deposits are summarized at December 
31 by interest rates as follows: 

1975 

5 'I• o/o 
5'/2 
53/• 
6 
6'/2 
63/• 
7 
7'/2 
?3/• 
Over 73/• 

38o/o 
1 
3 

10 
11 

4 
1 

27 
5 

1974 

36 
2 
3 

23 
8 
3 
1 

22 

2 

"1973 

35 
3 
6 

42 
5 
1 
1 
7 

100% 100 100 
Cost of savings and cost of funds (savings and 

borrowings) continued to increase in 1975 as did 
the yield on the loan portfolio of Mutuul Savings. 

1975 1974 1973 1972 1971 

Cost of Savings 
Cost of all Funds 
Yield on Loans at 

6.29o/o 6.00 
6.41 6.25 

5.60 
5.69 

5.56 
5.59 

5.51 
5.71 

year end 7.55 7.36 7.17 7.03 6.82 

We expect the cost of savings to rise gradually 
during 1976 because of the increased funds being 
converted to and deposited in certificate accounts 
paying 7'/2 o/o and 73/• o/o. Yield on loans will also 
increase. 

Real estate loans made during 1975 totaled 
$36,317,000 compared with $31,998,000 in 1974. 
Loans in process and firm loan commitments, which 
at December 31, 1974 were $3,240,000, have de
creased to $1,643,000 at December 31, 1975. 

The liquid assets of Wesco were markedly im
proved during 1975, with cash and marketable 
securities at year end totaling $77,417,000 compared 

1 

with $53,065,000 at December 31, 1974. Also notes 
payable were reduced during "1975 by the sum of 
$24,765,000 and at year end were $26,210,000. 

Mutual Savings and Wesco, which at December 
31, 1974 had invested $12,900,000 in public utilities 
preferred stocks, increased such investments during 
"1975 and at year end had invested $23,206,000 
($267,000 in Wesco) in such stocks with an annual 
yield of 10.20%. Mutual Savings, by regulation, is 
limited to So/o of assets in the amount of preferred 
stocks of public utilities it may own. Its present 
investments approximate that amount. During the 
last quarter of 1975, Mutual Savings purchased 
municipal bonds and at year end had invested 
$4,554,000 in such securities with an onnual yield 
of 7.11 o/o. 

For several years, Mutuol Savings constructed 
homes at its Friendly Valle)' development. No homes 
were ronstructed during 1975. 91 units of homes 
previously construc•ed were sold and, <1l December 
31, 1975, 7 units remained unsold, 6 of which were 
in escrow. A portion of the land in Friendly Valley 
was sold in 1975 to a responsible builder, who has 
completed the construction of 58 residences which 
ore presently being sold. As such residences are 
sold, Wesco will recognize its profit of $198,000 on 
the land sole. We expect to dispose of the remoining 
land at Friendly Valley to builders for development, 
rather than building for our own account. 

We continue to market portions of property 
owned at Lake San Marcos in San Diego Countf, 
having sold in 1975 one parcel of 195 acres for the 
sum of $614,000 resulting in a profit of $208,000, 
which is carried as unrealized profit due to the low 
down payment. We expect to dispose of substan
tially all of our remaining vacant lond at Lake San 
Morcos during 1976, retaining our one-holf interest 
in " modern shopping center, motel and restauront. 

During 1975 Mutuol Sovings opened three new 
branch offices in Uplond, Cerritos and Fallbrook, 
bringing the total number of Mutual Savings offices 
to sixteen. Four new branch offices were opened in 
1974 and three in 1973. 

On January 20, 1976 Wesco increased its regular 
quorterly cash dividend from 15~ to 17'/2C, payable 
March 11, 1976 to holders of record at the close of 
business on February 20, 1976. 

A "Summary of Operations" for a five-year period 
is presented on page 2, followed b)• "Management's 
Discussion and Analysis" of that Summary. 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. 

LOUIS R. VINCENTI 
Chairmtln of the Board and President 

• 



WESCO FINANCIAL CORPORATION .. 

AND SUBSIDIARIES .. 
. 

Summary of Operations 

Year ended December 31, 1975 and four prior years 

1975 1974 1973 1972 1971 

Investment Income: 
Interest on loans ....••••..•• , •. • 21,431,000 28,463,000 27,450,000 25,318.000 25,117,000 
Interest on marketnblt·securltles • 3,171,000 3,202,000 2.950,000 2,362,000 1,740,000 
Dividends on common and pre-

fer red stocks . , ..••... , ••.•• 1.953.000 974,000 463,000 185,000 
Interest and dividends on Invest-

ments required by law , , • , ••• 511,000 533,000 462.000 251.000 388.000 

Total investment income .• 34,011,000 33.172.000 31.325.000 28.116.000 27.245.000 

Cost of money: , 
Interest on savings deposits •.•. 21,144,000 :"' 20.419,000 20,001,000 19.304,000 17,298,000 
Interest on notes payable •. , •..• :ua.ooo '' ·· 3,364.000 1.313.000 611.000 3,105.000 

Total cost of money ...... 24,472.000 23,783,000 21.314.000 19.915.000 20.403.000 
Margin on investments .... 1,101,000 9,389,000 10,011,000 8,201.000 6,842,000 

Loan fees and service charges ••••. 1,312.000 1,542,000 1,786,000 2,662,000 1,684,000 

Operations and net gains from sales 
tol,090 of real property ........ , .•.•.. 593,000 831.000 622,000 320,000 

" Rental of office premises, net ...... 211.000 206,000 303,000 261,000 236,000 

Net gains or (losses) on saies of mar-
kctablc securities ........••... ( 12,000) (429,000) ( 72,000) 2,000 51,000 

Other income, net ..... , ..••.•...• 32.000 96,000 116.000 124.000 111.000 

\ 12,131,000 11,397,000 12,975,000 11,872.000 9,246,000 

General and administrative expenses 4,710,000 4,208,000 3.7G2,000 3.436,000 3.127.000 
Earnings before taxes on ln-

come , ....•...... , •. , ',1 7.421.000 7,169.000 9,273.000 8.436,000 6.119.000 

Taxes on income: 
Current ..................... 3,735,000 3,262,000 4,263,000 3,016,000 2.530,000 
Deferred ....... ············· !151.000) 402.000 1,062.000 465.000 

·~077,000 3.262,000 4.665.000 4,100.000 2.995,000 
Net earnings •.... , . , •.•. • 4,351,00..1 3.927.000 4,606.000 4.336.000 3.124.000 

Per share• .......... ' ........... • II 1.13 1.65 1.94 1.83 1.32 

FINANCIAL DATA AT YEAR END 
D \I 

Total assets .....•..•...•.••..•.. 1<170. 1~r.ooo 465,646,000 451,960,000 448,240,000 423,969,000 
Real estate loans .. ·············· 1371,041,000 366,398,000 387,165,000 367,679.000 356,933,000 

( Savings accounts ..... ··········· saii,070,000. 333,117,000 345,530,000 361,272,000 329,782,000 
•' Shareholders' equity • 73,211t000 70,291,000 67,551,00G 64,018.000 59,662,000 ,, ............. 
;I Book value per share • • < _341.15 29.62 28.46 26.98 25.15 ········ .... 

'Per share earnings and book value per share are based on 2,373,269 shares outstanding at December 31, 1975. 
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Management's Discussion and Analysis of Summaty of Operations 

The accompanying Summary of Operations covers 
the five )'Cars ended December 31, 1975. 

The principal business of Wesco Financial Corp
oration (Wesco) is the ownership of all of the 
outstanding stock of Mutual Savings and Loan 
Association Uvtutual Savings), which operates sixteen 
offices in Southern California. Wesco also owns and 
operates a Pasadena business block in which its head 
office and the head office of Mutuel Savings are 
located. This block is fully improved with a 9-story 
modern office building, a 420-car garage and four 
retail stores. Wesco invests its cash funds in market
able securities and at December 31, 197S had so 
invested the sum of $14,026,000. tv\utual Savings' 
principal business is the lending of money secured 
b)• first liens on real estate (principally residential) to 
enable borrowers to purchase, construct or re
finance real property. Funds are provided by savings 
deposits, principal payments on existing loans, bor
rowings from banks and operations. 

INTEREST ON LOANS. This source of income is 
dependent upon the amount of loans and the yield 
thereon. The yields at December 31,1975,1974 and 
1973 were 7.55%, 7.36% and 7.17% respectively. 
Total real estate loans outstanding at the end of 
such years were $371,041,000, $381),398,000 and 
$387,165,000. 

INTEREST ON MARKETABLE SECURITIES. Invest
ments have consisted principally of certificates of 
deposit of major banks, bankers acceptances, United 
States Government bonds, notes, bills, agency secur
ities and municipal bonds. The variation in income 
shown on the accompanying Summary is accounted 
for by the varying amounts invested and the varying 
yields obtained in the particular year. The amount 
invested in marketable securities from time to time 
is dependent on the cash flow available for invest
ment and the amount committed for investment in 
real estate loans. 
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DIVIDENDS ON COMMON AND PREFERRED 
STOCKS. In ,\\ay, 1973 $6,785,000 was invested in 
271,000 shares of common stock of Crocker National 
Corporation. The investment at December 31, 1974 
was $5,079,000 and at December 31, 1975 was 
$1,853,000. 70,100 shares were sold in 1974 and 
128,000 shares were sold in 1975 at approximate 
cost. The remaining 72,900 shares were sold in 1976 
at ~ loss of $85,000. 

Commencing in April, 1974 Wesco and Mutual 
Savings purchased public utility preferred stocks, 
and at December 3"1, 1974 had inve.sted $12,900,000 
($267,000 by Wesco) with an annual yield of 9.77%. 
t\1. December 31, 1975 $23,206,000 ($267,000 by 
Wesco) had been invested with an annual yield of 
'10.20% and a market value of $23,825,000, which 
at February 28, 1976 had increased to $25,008,000. 
The income on common and preferred stocks re
flected in the accompanying Summary is that earned 
in the particular year from the securities held. 85% 
of the dividend income from stocks is deductible in 
computing Federal Income Taxes. Mutual Savings, 
by regulation, may invest in preferred stock of public 
utilities in an amount up to 5% of its assets. At 
December 31, 1975 Mutual Savings' investments in 
preferred stocks approximate that amount. 

The market value of preferred stocks varies as 
interest rates vary. Since interest rates at 1975 year 
end were somewhat lower than the rates at time of 
purchase, the market value of our preferred stocks 
increased above cost. Interest rates continued to 
decline in 1976 resulting in a further increase of 
market value. 

INTEREST AND DIVIDENDS ON INVESTMENTS 
REQUIRED BY I.AW. This source of income consists 
of dividends r.::r.eived on stock of the Federal Home 
Loan Bank of San· Francisco and interest received on 
our secondary reserve held by the Federal Savings 
and Loan Insurance Corporation. A dividend of 
$189,000 was declared in 1973, $229,000 in 1974 and 



$198,000 in 1975 all in the fourth quarter. The varia
tion in amount of i:>terest on the secondary reserve 
has been nominal. 

INTEREST ON SAVINGS DEPOSITS. Savings at 
December 31, 1972 which totaled $361,272,000, de
creased in 1973 to $345,530,000 and to $333,117,000 
at the end of 1974, and increased to $360,070,000 
at the end of '1975. Although savings declined during 
'1973 and 1974, interest paid increased due to higher 
rates, which became effective July 1, 1973, and to 
substantial funds being converted from maturing 
lower-rate certificates to certificates bearing higher 
interest rates. The substantial increase in the amount 
of interest· paid on savings deposits in 1975 was 
occasioned by increase in total savings and a con
tinuation of conversion of lower-rate certificates to 
certificates bearing 7 1h% and 73/•%. 

INTEREST ON NOTES PAYABLE. The variation. in 
interest. on notes payable is due to fluctuations in 
amounts borrowed from time to time and varying 
rates paid. Rates of interest on borrowings varied 
in 1975 from 7V•% to 10V> %, in 1974 from 7V>% 
to 12% and in 1973 from 7'.1>% to 93/4%. 

MARGIN ON INVESTMENTS. ,'l!targin on investments 
is the difference between total investment income 
and the cost of mone)•, and is made up of the items 
discussed above. The $622,000 decrease in margin 
between '1974 and 1973 is the result of an increase 
in the cost of money b1• $2,469,000, with im•estment 
income increasing by only $1,847,000. The margin 
increa~ed in 1975 by $220,000, with total investment 
income increasing $909,000 and total cost of money 
increasing $689,000. 

LOAN FEES AND SERVICE CHARGES. This income 
was derived from the following sources: 
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1975 197~ 1973 

lo;.m fce:o s 721,()()() 856,000 655,000 
Commihuent fees 69,000 180,000 
Escrow and clcricill ices 47,000 102,000 139,000 
l 1repa~·mcnt charges 314,000 334,000 341,000 
late charges 82,000 59,000 152,000 
Other charges 196,000 100,000 119,000 

$1,36:?,000 1~542,000 1,i86,000 

OPERATIONS AND NET GAINS FP.OM SALES OF 
REAL PROPERTY. Mutual Savings, over a period of 
years, has acquired foreclosed real property includ
ing vacant land. Some vacant land has been disposed 
of from time to time and, on other occasions, resi
dential units were built thereon and sold. During 
'1973, 38 residential units were sold, 17 of which 
had been constructed by it and in 1974, 53 units 
were sold of which 45 had been constructed by it 
and in '1975, 96 were sold of which 91 had been 
constructed by it. Parcels of vacant land were sold 
in 1973 and 1974 resulting in profits of $495,000 
and $215,000. In the fourth quarter of 1975, a profit 
on vacant land of $256,000 was recognized on a sale 
that had been made in 1969. The variation in the 
sale of residences and of vacant land accounts for 
the variation in the income shown on the accom
panying 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 
Mutual Savings is located. 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 feet of space (20% of total rentable space). 
At 1974 year end, 9,800 square feet of space was 
vacant compared with 7,900 square feet of vacant 
space at 1975 year end. Net rental income in 1975 
improved by $82,000, to a total of $288,000 by reduc
ti ~ in unrented space and increased rentals ob
ta;ned, despite an increase in costs of operation of 
$48,000. 

:~ 
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NET GAINS (LOSSES) ON SALES OF MARKETABLE 
SECURITIES. ;\ loss of 5429,000 taken on sale of 
securities in 1974 is accounted for b)• two trans
actions. In order to improve the quality and yield on 
public utility preferred stocks owned, some sales 
were made at a loss of $171,000 and the funds 
rehwested in other preferred stocks considered of 
better qual it)' and providing a higher )'ield. Govern
ment and agency obligations were sold at a loss of 
$256,000 and proceeds reinvested so as to reduce 
the time to maturity. The loss of $62,000 in 1975 
is due principally to sales of securities with the pro
ceeds being used to purchase more desirable issue~. 

GENERAL AND ADMINISTRATIVE EXPENSES. Gen
eral and administrative expenses increased $506,000 
in 1974 and $502,000 in 1975 as compared to the 
respective prior years. Business expenses were 
12.9% of gross income in 1975, 12% in '1974 and 
10.8% in 1973. The increases were occasioned 
principall1• by inflation, the expense of opening and 
operating iour additional offices in 1974, three addi
tional offices in 1975 and the cost of computerizing 
our accounting system. 

TAXES ON INCOME. Taxes on income were 41.4% 
of earnings before taxes on income in 1975, 45.4% 
in 1974 and 50.3% in 1973. Total tax expense varies 
with the increase or decrease in pre-tax accounting 
income adjusted for permanent differences (gener
ally non-taxable revenue or non-deductible expense 
items}. The main reason ior the decreasing effective 
tax rates is the 85% dividends received deduction 
on common and preferred stock. This deduction 
has increased as the investment in preferred stock 
has increased. 

A reconciliation of total income tax and the 
amount computed by applying the U. 5. Federal 

' ' 

Income Tax rate of 48% to earnings before taxes 
on income follows: 

1975 19N 1973 

Con1putcd u~xpcctcd" 
rcdCfal taxes $3,565,000 3,451,000 4,451.000 

lncrca5c (reductions) in 
tax~s resulting from: 

Net gains on sales of 
foreclosed real 
property (:!iO,OOOl (21'!,0()()) ()66,000) 

State frJnchisc tax rwt 
of Federal income 
t.,x benefit 416,000 422,000 606,000 

Dividends received 
deduction on 
COilli1\0il \lnd 

prcrcrrcd stocks t796,000l {397,000) 111!9,000) 
Othct I)Ctmant'nt 

di£fcrcncc!' 168,000 5,000 183,000 

Taxes on income 53,077,000 3,262,000 4,665,000 

Deferred tax expense was $402,000 in 1973, nil 
in 197-1 and ($658,000) in 1975. The decrease in 
deferred taxes was caused principally by the de
crease in loan fees and accrued investment income 
recognized for financial statement purposes and the 
increase in loan fees and investment income recog
nized for tax purposes. 

STOCK MARKn DATA. The following table indi
cates the quarter!)• high and low prices for Wesco's 
capital stock on the New York Stock Exchange for 
the last two years: 

1975 1974 

High low Qu•rter Ended High low 

1H~ 8l' ,a March 31 15 11\'c 

12 10~~ June 30 15 9~~ 

1Hft 9 September 30 13'/> 6\' .. 
10\'n 1\'l'a December 31 9'/• 7'1> 

A copy of form 111-K fot 1975, filed with the Seturltits ~:Ill llch&n&e Commi"ion, Is o~v1illble without ch.lrae upon • slod.hokkt's writttn req.test 
,addmHd to Mrs. Dolores H~, A\skUnt Secrtt&ty, WfttO flnutdo~l C~1tion, 315 lo11l ColorAdo loultYird, PI~, C.lifornll 91119. 
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Consolidated Balance Sheets 

December 31, 1975 and 1974 

ASSETS 

Cr.sh 
Marketable securities (notes3 and 11) 

Certlflcalcs of deposit 
United States Government and agency obligations and 

other marketable securities. at amortized ldentl· 
fled cost (quoted market, $48,923,000 In 1975 and 
$9,953,000 In 1974) ........................ .. 

Investment In common stocks (quoted market, 
$1,567,000 In 1975 and $3,039,000 In 1974) ...... 

Investment In preferred stocks (quoted market, 
$23,825,000 In 1975 and $11,831,000 In 1974) •••• 

Loans recelv3blc, loss unearned loan fees, unrea:lzed profit 
and loans In process (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 loss allowance for tosses, 
$251,000 In 1975 and $280,000 In 1974 .......... .. 

Investments required by law: 
Investment In stock of Federal Home Loan Bank, at 

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

Office properties and equipment, net (note 5) •• , ••••••••• 
Prepaid expenses and sundry assets, at cost •• ~ • ~ .•...•. 

LIABILITIES AND STOCKHOLDERS' EQUITY 

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

Current ••........•...••.•.•.•..•.•.•.••..•..•. 
Deferred .................................... .. 

Total liabilities ....................... .. 
Stockholders' equity (notes 4, 7 and 8): 

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

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

Total stockholders• equity ................... . 
Commitment and contingent liabilities (notes 6 and 10). 

See accompanying notes to consolidated financial statements. 
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1975 

.,m,IOO 

1,1U,IOO 

..... 100 

371,111,100 
1,111,100 ...... 

3,107,100 
4,711,100 ......... .. , .... 

.. '1!,117,000 

....... 
... • .,.,100 
11,110,100 

771,100 
1,131,100 

111 .... 
7.111,100 

-\ --100 

14l!,1:t7,100 

1974 

1,067,000 

24,010,000 

10,009,000 

5,079,000 

12,900,000 

389,065,000 

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 

465.646.000 
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Consolidated Statemenz's of Earnings 

Years ended December 31, 1975 and 1974 

Investment Income: 
Interest on loans ~ ••••••••••••••• , ••••••••••••••• 
Interest on marketable securllles •••••••••••••••••• 
Dividends on common and preferred stocks ••••••••• 
Interest and dividends on Investments required by law 

Total Investment Income ................ . 

Cost of money: 
lntere~t on savings deposits ............. , •••• ; .:~, •• 
Interest on notes payable ...................... .. 

Tolnl cost of money .................... . 

Margin on Investments .................. . 
Loan lees and service charges • • • • • • • • • • • • • • • • • • •••• , 
Opera lions and net gains from sales of real property (note g) 
Rental of office premises, net ........................ . 
Net losses on sales of mnrkotable securities ••••••••••••• 
Other Income, net , ....... , •••••••••••••••••• , ••• , •••• 

General and administrative expenses •••••••••••••••• , , 

Earnings before taxes on Income •••••••••• 
Taxes on Income (note 4): 

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

Net earnings ~ ••••••••••••••• , •••••••••• 

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

See accompanying notes to consolidated linancla/ slafemenrs. 

1975 

$ 21,431,000 
3,171,000 
1,10,000 

511,000 
34,011,000 

21,144,000 
2,121,000 

24,472,000 

1,101,000 
1,312,000 

101,000 
211,000 

( 12,000) 
32,000 

12,131,-

4,71!,000 

7,421,000 

:s.m.aoo 
!UI.OOO) 

3,077,000 

• 4,351,000 

• 1.13 

Consolidated Statements of Stockholders' Equity 

Years ended December 31, 1975 and 1974 

Capital stock 

Capital surplus arising from stock dividends 

Retained earnings: 
Approprlate<l (notes 4 and 8): 

Beginning of year •••.••••••••••.•••• , ...... . 
Allocation of net earnings ................... . 

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

Unappropriated (note 7): 
Beginning of year .......................... . 
Cash dividends declared and paid ••••••••••••• 
Allocation Gf net earnings ................... . 

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

Less stock dividends at market value 

Total retained earnings ................ .. 

Total stockholders' equity •••••••••••• 

See accompanying notes fo consolidated 1/nanc/a/ statements. 
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1975 

• 2,373,000 

21,011,000 

43,042,000 
1,!1!1,000 

44,130,000 

21,041,000 
( 1,424,000) 

3,2!!,000 
27,!U,OOO 

!2!,23!,0001 

:!2,771,00!1 
173,111.000 

1974 

28,463,000 
3,202,000 

974,000 
533.000 

33.172.000 

20,41g,ooo 
3.364.000 

23.783,000 

9,389,000 
1,542,000 

593,000 
206,000 

(429,000) 
96.000 

11,397,000 

4,208,000 

7.189.000 

3,262,000 

3.262,000 

3.927.000 

1.65 

1974 

2,373,000 

28,066,000 

42,446,000 
596.000 

43,042,000 

23,905,000 
( 1,187,000) 

3,331.000 

26,049,000 

(29,239,000) 

39.852.000 

70.291.000 
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Consolidated Statements of Changes in Financial Position 

Years ended December 31, 1975 and 1974 

Funds provided: 
Net earnings ~ .• , ••..••.••....••• , ...•.•...•....•••. 
Charges (credits) to earnings not requiring (providing) 

funds: 
Depreciation and amortization •••••• , ••••.•••••••• 
Interest on savings deposits credited to savings ac-

cocnts .................................... . 
FSLIC primary premium transferred from secondary 

reserve •. , . , .....•.••...••..•.........•... 
Deferred Income taxes (note 4) ................. .. 
Amortization of fees and discounts ••• , •••••••.•••• 
Recognition of unrealized prOfit on real property ••••• 
Interest income on FSLIC secondary reserve ••..•.•. 

Funds provided from operations , • , ••••.••••••• 

Principal payments on real estate loans .. , ..••..••••... 
Additions to deferred loan fees ..................... .. 
Sales of real property, net of gains .................. , •• 
Increase In notes payable ..... , • , .. , ........ , ....... . 
Increase in loans In process , .• , .•.•....•..•••....• , .. 
Additions to unrealized profit on real property •••••••••• , 
Increase in savings deposits .•...•••.•.•....•..•..•.. 
Decrease In cash .......•.••. , •..•.... , ••..•.•.••... 
Other, net •.•.••..•....•...•••.•..• , .•......•..••.. 

Total funds provided ••• , .... , .............. . 

Funds used: 
Cash dividends declared and paid (note 7) •• , •••••• , ••• , 
Decrease in savings deposits .. : ... u ... u ........... . 

Decrease In notes payable .•.........•.... , ......... . 
Investment in real estate loans ........................ . 
Investment In buildings and othe1' assets •....•••.••••••. 
Additions to real property .......................... .. 
Decrease in loans In process ...........•............. 
Investment In stock of Federal Home Loan Bank ....••.•• 
Decrease In advances by borrowers for taxes and insurance 
Increase In marketable securities ... , ........•.. , ...... . 
Increase In cash •...•.•................•....•....... 
Other, net ....•.. , ............... , ... , • , .•. , •..•... 

Total funds used ................ , .... , , •••• , 

See accompanying notes to consolidated llnanclal statements. 
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1975 1974 

s 4,351,000 3,927,000 

335,000 314,000 

11,111,000 14,810,000 

U,OOO 86,000 
( 151,000) 
( 342,000) 409,000) 
( 114,000) 410,000) 
I 3:10,000) 305.000) 
1t,251,000 18,013,000 

51,411,000 35,029,000 
78,000 277,000 

4,423,000 1,769,000 
23,270,000 

843,000 
411,000 155,000 

10,342,000 
1,332,000 

!,222.000 
S to,OU,OOO 79.845,000 

$ 1,424,000 1,187,000 
27,223,000 

24,715,000 
31,317,000 31,998,000 

275,000 282,000 
1,121,000 2,219,000 

1,883,000 
222,000 54,000 
sso,ooo 132,000 

21,970,000 13,037,000 
3,11t,OOO 

1,830,000 
$ to,OU,OOO 79,845,000 

. 

.. 
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Notes to Consolidated Financial Statements 

December 31, 7975 and 7974 

(1) Summary of Significant Accounting Policies 

The following items comprise the sigroificant accour.t
ing policies which the Company follows: 

Principles of Consolidation 
The consolidated financial statements include the 

accounts of Wesco Financial Corporation (the 
Company) and its wholly owned subsidiary, 
Mutual Savings and Loan Association and its 
wholly owned subsidiaries (Mutual Savings). All 
material intercompany transactions have been 
eliminated. 

Marketable Securities 
U.S. Government, agency obligations and other 

marketable securities are carried at identified 
cost, adjusted for amortization of premium and 
accretion of discount over the term of the secur
ity and are not carried at the lower of cost or 
market because it is management's intention to 
hold them to maturity. 

Common and preferred stocks are carried at iden
tified cost. See Note 11 for discussion of market
able equity securities. 

Loan Fees 
Loan fees for originating loans are deferred for 

amounts in excess of 1% of the loan amount 
plus $200 for non-construction loans and 2% 
of the loan amount plus $200 for construction 
loans. Deferred fees are amortized into income 
by use of the straight-line method over seven 
years. 

Loan Valuation Allowances 
Valuation allowances for estimated losses on spe

cific loans are charged to earnings when any 
significant and permanent decline reduces the 
market value of the underlying security to less 
than the loan. Such losses are usually indicated 
during foreclosure proceedings. 

Real Property Valuation Allowances 
Valuation allowances for estimated losses on real 

property are charged to earnings when any 
significant and permanent decline reduces the 

.. market value to less than the carrying value. 
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When the Company intends to hold real estate 
held for sale for a period in excess of 18 months, 
future direct holding costs for maintenance, 
property taxes, insurance, direct selling expenses, 
costs of completion or improvement and a dis
count factor to give effect to the cost of money 
are considered in determining the amount of 
required valuation allowances. 

Office Properties and Equipment 

Office properties and equipment are depreciated 
by use of the straight-line method over the esti
mated useful lives of the various classes of assets 
from the respective dates of acquisition. The qse
ful lives used for the principal classes of asse.ts 
are: 

Buildings and improvements 
Furniture, fixtures and equipment 
leasehold improvements 

10 to 45 years 
4to10yoars 
3 to 25 years 

Maintenance and repairs are charged to appropri
ate expense accounts in the year incurred; re
newals and material betterments are charged to 
property accounts. 

Cost and accumulated depreciation and amortiza
tion applicable to assets retired or otherwise 
disposed of are eliminated from the related 
accounts and the profit or loss on disposition is 
credited or charged to earnings. 

Profit on the Sale of Real Property 

Profit on the sale of real property is recognized 
when the buyer has made an irrevocable com
mitment to the sale and has met certain down 
payment and amortization requirements. In gen
e,·al, the down payment requirements range 
from 10% to 25% for improved property and 
from 15% to 30% for unimproved property 
based on the use of the property and cash flow 
projections. Amortization requirements include 
the payment on an annual level payment basis 
(principal and interest) over a period not to 
exceed from 15 to 30 years, depending on the 
type and use of the property, with payments 
commencing not later than one year from date 
of sale. 
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(2) loans Receiv~ble 

Loans receivable are summarized as follows: 

Real estate lo;:ms on residential 
propcrt)• of: 

1975 1974 

One lo four unils (home loans) $273.496,000 284,885,000 
1\ \ore thnn four units ....... . 
Real estate loans on other 

properties •...•• , •..••.•. 

less: 
Uncmncd loan fees •...•••.. 
Unrealized profit on sales or 

real property ..... n •••••• 

loans in process , ......... , . 

lo.:ms on savings deposits ..... . 

(3) Notes l'ayable 

57,250,000 

13,265,000 

374,011,000 

( 81<,0001 

(1,025,000) 
(1,133,0001 

371,041,000 
2,018,000 

$373,059,000 

92,786,000 

11.496,000 

389,167,000 

11.075,0001 

(1,404,0001 
( 290,0001 

386,398,000 
2,667,000 

389,065,000 

The following is a summary of notes payable: 
Federal Home loan Bank advances, secured by 

certain real estate loans and Federal Home loan 
Bank stock, with interest at 7.50% in 1975 and 
7.50% to 9.75% in 1974 and with maturity dates 
as follows: 

Year ending Dec. 31, 

1975 

1976 

1977 

1978 

1979 

1980 

1981-1984 

Bank notes due on demand with 
interest principally at prime 
secured by certain marketable 

1975 1974 

s 17,400,000 

343,000 343,000 

3,494,000 3,494,000 

3,494,000 

3,494,000 

3,494,000 

11,881,000 

3,494,000 

3,494,000 

3,494,000 

11,881,000 

26,200,000 43,600,000 

securities and real estate loans --~10~,000= 7,3i5,000 

s 26,210,000 50,975,000 

(4) Taxes on Income 

If certain conditions are met, savings and loan assoc
iations, in determining taxable income, are allowed 

'10 

special bad debt deductions based on specified 
experience formulas or on a percentage of laxable 
income before such deduction. The bad debt de
duction must be within certain limitations based on 
oulstanding loans and the ratio of reserves and un
divided profits to savings deposits. ,'v\utual Savings 
has reached such limitations which preclude de
ductions from income in arriving at Federal taxes 
on income. 

The investment tax credit, which is insignificant, is 
recorded 0)' the flow-through method of account
ing whereby, in the )'ear available for utilization, it 
is applied as a reduction of income tax expense. 

Appropriated retained earnings at December 31,1975 
and 1974 include approximately $44,940,000 and 
$43,852,000, respectively, (before elimination of 
$810,000 in consolidation) of tax reserves for which 
no provision for Federal income taxes has been 
made. If in the fu:ure 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. 

Federal income tax returns of the Company and 
Mutual Savings for 1972 and 1973 are currently 
under examination by the Internal Revenue Seiilir.e. 
In the opinion of management, additional tal(',:is
sessments, if any, will not have a material effect 
on the accompanying consolidated financial state
ments. 

Income taxes for 1975 and 1974 include the follow
ing components: 

1975 1974 

Current Deferred Current Deferred 

Federal $2,867,000 (594,000) 2,451,000 
Slate 868,000 ( 64,000) 811,000 

Tolal $3,735,000 (658,0001 3,262P:JO 

Deferred taxes result from timing differences in the 
recognition of revenue and expense for tax and 
financial statement purposes. The sources of these 
differences in 19i5 and 1974 and the tax effect of 
each were as follows: 
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Financial statement recognition 
of loan fees less than tax recog-

1975 

nition . . . . . . . . . . . . . . . . . . . . . $ (290,000) 

California fmnchise tax recog
nized for financial statement 
purposes on accrual basis, but 
on cash busis for tax purpose:s (128,000) 

fSUC secondary reserve interest 
income recognized on the fi
nancial statements, but defer-
red for t<lx purposes • • • • • • • • • 45,000 

Investment income recognized 
for financial statement pur
poses on accrual basis, but on 
cash basis for tax purposes . • • {150,000) 

Other timing differences . . . . . . . f\35,000) 

s (658,000) 

1974 

(156,000) 

156,000 

166,000 

( 24,000) 

(142,000) 

A reconciliation of total income tax and the amount 
computed by applying the U.S. Federal income 
tax rate of 48% to earnings before taxes on income 
follows: 

1975 1974 

Computed "expected" Federal 
taxes • . . . . . • . . . . • . • • • . . • • • $31565,000 

Increases {reductions) in taxes rc
sulling from: 

Net gains on sales of fore-
closed real property ...... . 

Stale franchise tax, net of Fed
eral income tax benefit .... 

Dividends received deduction 
on common and preferred 
stocks ................. . 

Other permanent differences . 

(278,000) 

418,000 

(796,000) 

168,000 

$3,077,000 

(5) Office Properties and Equipment, Net 

3,451,000 

(219,0001 

422,000 

(397,000) 

5,00\l 

3,262,000 

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

1975 

land ......... , . . . . . . . . . . . . $1,509,000 

Office buildings and leasehold 
improvements .......... , 5,989,000 

Furniture, fixtures and equip-
ment . . . . . . . .. . . . . . . . . . . . 919,000 

8,4'17,000 
Accumulated depreciation and 

amortization . . . . . . . . . . . . . 3,337,000 

$5,080,000 

1974 

1,509,000 

5,780,000 

930,000 

8,219,000 

3,079,000 

5,140,000 

(6) Retirement Plan 
A noncontributory retirement plan is in effect for all 

eligible employees of the Company and its subsid
iaries. Employer contributions are computed utiliz
ing the aggregate cost funding method. The 
contributions for '1975 and 1974 approximated 
$87,000 and $94,000, respectively. The actuarially 
computed value of vested benefits as of December 
31, 1975 and 1974 did not exceed the market value 
of the assets of the retirement fund. 

The Employee Retirement Income Security Act of 
1974 became law on September 2, 1974 and is 
principally concerned with participation, vesting, 
and funding requirements. Pension plans in exist
ence on january 1, 1974 are not subject to those 
requirements until plan years beginning after 
December 31, 1975. Some changes to the plan will 
be required and the effect of such changes on 
future provisions for pension expense, periodic 
funding of pension costs or unfunded vested bene
fits will not be known until revised actuarial comp
utations are made. 

(7) Dividends 
Quarterly cash dividends of $.15 per share declared 

and paid during 1975 amounted to $1,424,000. 
Cash dividends declared and paid during 1974 
amounted to $1,187,000. 

(8) Reserve Requirements 

11 

The Federal Savings and Loan Insurance Corporation, 
in connection with the insurance of savings de
posits, requires savings and loan associations to 
maintain certain reserves which may be used only 
for the purpose of absorbing losses. In addition, 

0 
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associations must maintain certain reserves under 
California law. Such reserve requirements were met 
by lvlulual Savings as oi December 3·1, 1975 and 
'1974. 

(9) Real Eslale Operations 

Operations and net gains from sales of real property 
are summarized as follows: 

1975 1974 
Recognized net gains from 

sules .................... s 920,000 591,000 
Income from rentals .•....•. '151,000 108,000 

1,07"1,000 (.99,000 
less mJintcnance and sales ex-

pensc ................... 162,000 106,000 

s 909,000 593,000 

(1 0) Contingent liabilities 

Mutual Savings is named as. one of the defendants in 
several class actions relating to certain common 
practices in the mortgage lending field. The out
come of this litigation cannot be predicted; how
ever, based on the facts presently available, the 
Association believes there are substantial defenses 
to these actions and that losses, if any, would not 
be material. 

In addition, Mutual Savings is a defendant in two 
actions involving alleged easement rights. Mutual's 
counsel believes there are meritorious defenses to 
these actions and there is a substantial chance the 
cases can be successfully defended. While there 
is some risk to Mutual, in management's opinion, 
any such risk would not be material. 

12 

('11) Markelable Equil)' Securities 

The investment in marketable equity securities con
sists of common stocks of $1,853,000 and preferred 
stocks of $10,500,000, at cost. At December 31, 
1975 the difference between cost and market value 
representing unrealized gains or losses is not 
material. 

Accountants• Report 

Pt:AT.~IAII"'ICK.~IITCII&Ll.Sc Co. 
<:~1111rltU M:~LI~ ~C.:Oil!'<TA~U. 

,_88 •outH rwwu •111tr.1 

lUO A~<I~U ... l.AUI"-<)MOIA "">II 

The Board of Directors 
Wesco Financial Corporation: 

We have examined the consolidated balance sheets of 
Wesco Financial Corporation and subsidiaries as of 
December 31, 1975 and 1974 and the related consolidated 
statements of earnings, stockholders' equity and changes 
in financial position for the years then ended. Our exam
ina1ion was made in accordance with generally accepted 
auditing standards, 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 1975 and 1974 and the results of their operations 
and the changes in their financial position for the years 
then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 

~ m.,.(d. -mt-d.dl!. -~. tRD. 
los Angeles, California 
January 30, 1976 
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WILLIAM T. CASPERS 
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Partner of Hahn & Hahn, Attorneys at law 

lAMES N. GAMBLE 
Investment Counselling and Trust Administration 

ELIZABETH CASPERS PETERS 
. Personal Investments 

" WARREN E. BUFFETT 
Chairman of the Board and Chief Executive Offieer, Berkshire Hathaway, Inc. 
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CHARLES T. MUNGER 
Personal Investments 
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0 

LEGAl COUNSEL 
Hahn&Hahn 

AUDil:ORS 
Peat, Marwick, Mitchell & Co. 

USTED ON 
New York Stock Exchange 

Pacific Stock Exchange 
,, c. 

315 East Colorado Boqlevard, Pasadena, California 91109 • (213) 684-1500 . 
~ ., 

·~ ., 

j 



'. 

i\ 

\ 

; . 

VISCO PIKARCIAL CORPOUUOR 

Annual Report for Corporat:lou - Fora lG-It 
Year eadecl Dec.UU 31, 1!175 

Piuncial Stat•enta, SUppl•entarJ Data 
allll 

AccOUDtante' Report 

l' 

i 
;~ 

J 

•j 

I 
il 
'I 
I 

'l 

I 
1 
i 

' I 
' I 
\ 
l 

I 
i 
' l 
,l 
;it 
' ' ' \ 
j 
-~ 
1 
l • ) 
\ 



I 

I 

t! 

; 
:'. 
' 
' 1' 
' ' i 
l 
I 

n 
'.:, 

,, 
,_! 

Financial Statements: 

l~ESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Index to Financial Statements and Schedules 

Consolidated Financial Statements of Wesco Financial Corporation and Subsidiaries, 
December 31, 1975 and 1974 (with accountants' report thereon). These consolidated 
financial statements and the accountants' report thereon are incorporated by 
reference in the annual report (Form lD-K) required to be filed by Wesco Financial 
Corporation under the Securities Exchange Act of 1934. 

Wesco Financial Corporation: 
Balance Sheets - December 31, 1975 and 1974 
Statements of Earnings - Years ended December 31, 1975 and 1974 
Statements of Changes in Financial Position - Years ended December 31, 
1975 and 1974 

Supplemental Information to Notes to Consolidated Financial Statements 

Sct:edule: 

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

Schedules not included have been omitted because they are not applicable or the 
required information is shown on the financial statements or notes thereto. 
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PEAT, MAR WICK, MITCHELL & Co. 
CER'rlto"'IEU PUBLIC ACCOUNTANTS 

The Board of Director• 
Weaco Financial. Corporation: 

ACCOUNtANTS' REPORT 

We have examined the financial atatementa, supplemental information to notea 
and related schedule of Wesco Fiaaucial Corporation and subsidiaries and Wesco 
Financial Corporation, aa listed in the acc011panyina index. Our exallliaation 
was made in accordance with generally accepted a~,(iitina standards, and accord
inaly included such testa of the accounting recorda and such other auditing 
procedures aa we considered necessary in the circuaatancea. 

In our opinion, such financial atatemanta present fairly the financial position 
of Wesco Financial Corporation and subsidiaries at Dl''!ember 31, 1975 and 1974, 
and the results of their operationa and the chaoaea in their financial position 
for the years then ended, and the financial position of Wesco Financial Corporation 
at December 31, 1975 and 1974, and the reaulta of ita operations and the changes 
in ita financial position for the years than ended, all in conformity with 
generally accepted accountina principle& applied on a conaiatent basis; and the 
supplemental information to notea and the'aupporting schedule, in our opinion, 
present fairly the information set forth therein. 

Loa Angeles, California 
January 30, 1976 
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WESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Parent Company Financial Statements 

Following are the balance sheets of Wesco Financial Corporation (parent only) 
at December 31, 1975 and 1974 and the related statements of earnings and changes 
in financial position for the years then ended: 

Balance Sheets 

Assets 

Cash 

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

$1,567,000 in 1975 and $3,039,000 in 
1974) 

Investment in preferred stocks (quoted 
market, $250,000 in 1975 and 1974) 

Other marketable securities, at amortized 
identified cost (quoted market, 
$11,939,000 in 1975 and $6,453,000 in 
1974) 

Real estate loans receivable 

Accrued interest and dividends receivable 

Properties purchased and held for invest
ment, at cost 

Investments in subsidiaries, at equity 

Office properti_es and equipment, !let 
-·. ,, 

Prepaid expenses and sundry assets, 
at cost 

$ 

1975 

698,000 117,000 

1,000,000 

1,853,000 5,079,000 

267,000 267,000 

11,907,000 6,453,000 

242,000 221,000 

353,000 93,000 

89,000 89,000 

56,731,000 55,918,000 

4,200,000 4,316,000 

88,000 74,000 

$ 76.428.000 73.627.000 

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

Liabilities and Stod-1 

Loan payable to Nutual Savit 
Accounts payable and sundry 

expenses 

Taxes on income: 
Current 
Deferred 

Total liabili 

Stockholders' equity: 
Capital stock of $1 par 

Authorized 2,500,000 • 
2,373, 269 shares 

Capital surplus arising 
dividends 

Retained earnings: 
Appropriated 
Unappropriated 
Less stock dividends 

Total s 

Commitments and contingent 



HESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Parent Company Financial Statements 

of l~esco Financial Corporation (parent only) 
and the related statements of earnings and changes 
years then end~d: 

Balance Sheets 

(quoted market, 
,039,000 in 

(quoted 
1974) 

, at amortized 

receivable 

for invest-

equity 

, net 

$ 

1975 

698,000 

1,853,000 

267,000 

11,907,000 

242,000 

353,000 

89,000 

56,731,000 

4,200,000 

88,000 

1974 

117,000 

1,000,000 

5,079,000 

267,000 

6,453,000 

221,000 

93,000 

89,000 

55,918,000 

4,316,000 

74,000 

$ 76.428.000 73.627,000 

information and notes to consolidated financial 
c~rporation and subsidiaries. 

Liabilities and Stockholders' Equity 

Loan payable to ~lutual Savings 
Accounts payable and sundry accrued 

expenses 

Taxes on income: 
Current 
Deferred 

Total liabilities 

Stockholders' equity: 
Capital stock of $1 par value per share. 

Authorized 2,500,000 shares; issued 
2,373,269 shares 

Capital surplus arising from stock 
dividends 

Retained earnings: 
Appropriated 
Unappropriated 
Less stock dividends at market value 

Total stockholders' equity 

Commitments and contingent liabilities 

1975 

$ 2,430,000 

768,000 

134,000 
(122,000) 

3,210,000 

1974 

2,708,000 

687,000 

21,000 
(80, 000) 

3,336,000 

2,373,000 2,373,000 

28,066,000 28,066,000 

44,130,000 
27,888,000 

(29,239,000) 
42,779,000 

43,042,000 
26,049,000 

(29,239,000) 
39,852,000 

73,218,000 70,291,000 

$ 76.428.000 73,627.000 
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WESCO 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, 
$37,000 ($17,000 in 1974) 

Dividends on common and preferred stocks 

Total investment income 

Cost of money - interest on notes payable, 
including interest on loan payable to Mutual 
Savings, $142,000 ($157,000 in 1974) and other 
interest paid to Mutual Savings, $112,000 in 
1974 

Loan fees and service charges 

Rental of office premises, net 

Net gain (loss) on sales of marketable securities 

Other income, net 

General and administrative expenses 

Earnings before taxes on income 

Taxes on income 

Net earnings 

1975 

$ 6,474,000 
25,000 

807,000 
217,000 

7,523,000 

144,000 
7,379,000 

58,000 

288,000 

3,000 

1,000 
7,729,000 

301,000 

7,428,000 

3,077,000 

$ 4.351.000 

6,388,000 
10,000 

767,000 
376,000 

7,541,000 

287,000 
7,254,000 

39,000 

206,000 

(14,000) 

7,485,000 

296,000 

7,189,000 

3,262,000 

3.927.000 

See accompanying supplemental information and notes to consolidated financial state-
: menta of Wesco Financial Corporation and subsidiaries, 
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lmSCO 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 
Sale of building and other assets, net of gains 
Additions to unrealized profit on real property 
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 cash 
Increase in investments in marketable securities 
Other, net 

Total funds used 

$ 4,351,000 

221,000 
(42,000) 

(3. 813. 000) 

717,000 

3,000,000 
29,000 

$ 3,746,000 

$ 1,424,000 
105,000 
278,000 

50,000 
581,000 

1,228,000 
80,000 

$ 3.746,000 

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 

3.880.000 

See accompanying supplemental information and notes to consolidated financial state
ments of Wesco Financial Corporation and subsidiaries • 
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WESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Supplemental Information to Notes to Consolidated Financial Statements 

~lementary Profit and Loss Information 

The following amounts have been charged to expenses in the statements of earn
ings: 

Year ended December 31 

Company Consolidated Company Consolidated 

Maintenance and. repairs $ 346,000 
Depreciation and amorti-

zation of office 
properties and 
equipment 

Taxes other than taxes 
on income: 

Payroll taxes 
Property taxes 

Advertising 

Loan Payable to Hutual Savings 

221,000 

9,000 
199,000 

378,000 

335,000 

105,000 
316,000 
504.000 

306,000 

214,000 

6,000 
198,000 

346,000 

314,000 

99,000 
327,000 
472.000 

The loan payable to ~lutual 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. 

Haturities over the next five years are summarized as follows: 

Years ending 
December 31 

1976 
1971 
1978 
1979 
1980 

Thereafter 

$ 294,000 
310,000 
328,000 
346,000 
366,000 
786,000 

$ 21430.000 

' 
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WESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Supplemental Information to Notes to Consolidated 
Financial Statements, Continued 

Deferred !~~ on Income 

Based upon currently anticipated operations, it is expected that the defer:red 
income tax balance will not substantially decrease through 1978. 

Office Properties and Equipment, ·Net 

Office properties and equipment at cost, less accum•1lated depreciation and 
amortization, consist of the following: 

Parent company only 
1975 1974 

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

improvements 5,106,000 5,001,000 
Furniture, fixtures and equipment 61000 61000 

6,498,000 6,393,000 
Accumulated depreciation and 

amortization 212981000 21077 1000 

$ 41200.000 4.~16.000 

Total additions amounted to $105,000 in 1975 and $30,000 in 1974. ~otal sales 
and retirements amounted to $169,000 in 1974. Neither total additions nor total 
sales or retirements during 1975 and 1974 amounted to more than 10% of the 
ending balance for the respective period. 
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WESCO FINANCIAL CORPORATION 

INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES AND 

Years ended December 31, 1975 and 1974 

NAME OF ISSUER AND 
DESCRIPTION OF INVESlMENT 

MUtual Savings and. Loan 
Association: 

Guarantee stock .of 
$100 par value: 

1974 

1975 

~lumber of Shares IAn1our1t 
or Units. 

Principal Amount 
Bonds 

~(1) $ 55.535.000 

~(1) $ 55.918.000 

(1) 100% of the outstanding shares • 

3.383.000 " 

3.813.000 

·. :• 

(2) 

Other 

(1) 
Distribution of 

3.000.000 

3.000.000 

I 
\I_ 

(, 0 

(2) 

Other 

= 

= 
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WESCO FINANCIAL CORPORATION 

INVESTMEI\ITS IN. EQUITY IN EARNINGS OF. AND DIVIDENDS RECEIVED FROM AFFILIATES AND OTHER PERSONS 

Years ended December 31, 1975 and 1974 

11) (2) (1) 
EqUity Taken Up in 

· Number of Shares IArnau1nt in Dollars EBmings (losses) 
or Units. of Affiliates and 

Principal Amount Other Persons 
Bonds and Notes For the Period 

~(1) $ 55;i535.ooo 

~(1) $ 55.918,000 

ing shares. 

3.383.000 

3.813,000 

(2) 

Other 

(1) 
Distribution of 

3.000.000 

3.000.000 

(2) 

Other Number of Shares Amount in Dollars 
or Units. 

Principal Amount 
Bonds and Notes 

.§!ll!,(1) $ 55.918.000 

~(1) $ 56,731.000 

,, 
·-· ·~ . I 

Schedule Ill 

During the Period 
From Investments 

Accounted For 
By the Equity 

Method 
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