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Washington, D. c. 20549 

FORM 10-K 

For the fiscal year ended January 1, 1977 Commission file number 0-3810 

BLUE CHIP STAMPS 
(Exact name of reg~strant as spec~fied in its charter) 

California 
(State or other jurisdiction of 
incorporation or organization) 

Registrant's telephone number, 
inclucing area code 

94-1354687 
(I.R.S. Employer 

Identification No.) 

90040 
(Zip Code) 

213-685-8615 

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

Cormnon er share 

6-3/4% Subordinated Debentures due 1978 
(Title of class) 

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 and (2) has been 
subject to such filing requirements for the past 90 days. Yes X No 

Indicate the number of shares outstanding of each of the issuer's 
classes of common stock, as of the close of the period covered by this 
report. 5,178,770 shares outstanding at January 1, 1977. 



PART I 

Item 1. Business. 

The information set forth in the section entitled "Principal 

Business Activities" on pages 4 and 5 of the printed annual report 

of Blue Chip Stamps for the year ended J'anuary 1, 1977, a copy of 
which pages are attached, is incorporated herein by reference. With 
the exception of the aforementioned information and data referred to 

in Item 2 and on page S-1 hereof, information contained in said 
annual report is not to be deemed filed as part of this report, 

In connection with the proposed acquisition of a newspaper dis
cussed on page 5 of the aforementioned printed annual report, a formal 

market study was not prepared by or for the Company or its newly 
organized subsidiary. 

Item 2. Summary of Operations. 

The information set forth in the section entitled "Summary of 
Operations" on pages 6 and 7 of the printed annual report of Blue 
Chip Stamps for the year ended January 1, 1977, copies of which 

pages are attached, is incorporated herein by reference. With the 
exception of the aforementioned information and data referred to in 
Item 1 and on page S-1 hereof, information contained in said annual 
report is not to be deemed filed as part of this report. 

Item 3. Properties. 

The Company operates a merchandise distribution center at Los 
Angeles. The distribution center has a storage capacity of approxi
mately 500,000 square feet and is leased under an agreement expiring 
July 31, 1980. 

The candy manufacturing subsidiary manufactures candy in 

approximately 220,000 square feet of fully equipped kitchen facili
ties which it owns in Los Angeles and South San Francisco, 

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

Redemption stores, candy 
offices are normally leased, 

none later than 1996. 

shops and savings 
The leases expire 

and loan branch 
on various dates, 
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Item 4. Parents and Subsidiaries, 

vlarren E. Buffett, a director of the Company, holds beneficially 
13% of the Company's 5,178,Tl0 shares of common stock outstanding; 
the beneficial holdings of Mr. Buffett and his associates aggregate 

63%. Mr. Buffett, his wife and entities with which they are a1- ,~·

ciated own shares of the Company's common stock, as follmvs: 

Warren E. Buffett 

Susan T. Buffett, spouse, a child of 
Mr, Buffett's and trusts of which 
he is trustee but has no beneficial 
interest 

Subsidiaries of Diversified Retailing 
Company, Inc. ("Diversified") (a) 

Berkshire Hathaway Inc. ("Berkshire") 
and subsidiaries (b) 

550,090 

125,846 

841,900 

1, 720,709 

(a) Mr. and Mrs. Buffett own 56% of the common stock of 
Diversified, which through a subsidiary is principally 
engaged in operating women's apparel stores. Mr. 
Buffett is Chairman of the Board of Diversified. 

(b) Mr. and Mrs. Buffett own 36% of the common stock of 
Berkshire, a textile manufacturer also engaged through 
subsidiaries in banking and insurance. 

subsidiaries, referred 

stock. Mr. Buffett is 

In addition, 

to in (a) above, 
Chairman of the 

Diversified and 
mvn 17% of such 
Board and Chief Executive Officer of Berkshire. 

Under the Bank Holding Company Act of 1956, as amended, 
Berkshire is deemed to be a bank holding company and the Company 

is presumed to be controlled by a bank holding company due to 

Berkshire's ownership of approximately 98% of the capital stock of 
a bank and more than 25% of the Company's outstanding common stock. 
Consequently, prior to any acquisition by the Company of a going 

business (such as the proposed newspaper acquisition cilscussed in 
Item 1), or investment in more than 5% of the voting stock of any 
company, notice must be given to the Federal Reserve Beare' .• 
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The Company owns 99% of the outstanding common stock of See's 
Candy Shops, Incorporated, which, in turn, owns 100% of the common 
stock of See's Candies, Inc., both California corporations. Finan
cial statements of both companies have been included :f,u the Company's 
consolidated financial statements from date of acquisition in 

January 1972. 

The Company owns 80% of the outstanding common stock of Wesco 
Financial Corporation ("Wesco"), a Delaware corporation, which, in 
turn, owns all of the outstanding stock of Mutual Savings and Loan 
Association, a California corporacion, whose subsidiaries are insig
nificant in the aggregate. The Company, beginning with its fiscal 
year ended March 2, 1974, has taken up its equity in Wesco's consoli
dated undistributed net earnings. Separate consolidated and uncon
solidated financial statements of Wesco are incorporated herein by 
reference, as explained in the Index to Financial Statements on 
page S-1. 

Item 5. Legal Proceedings. 

(a) Manor Drug Stores, and all other users of Blue Chip Stampe, 
who. were entitle,d 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 co.rporatio.n, 
Alexander 1 s Markets, Lucky Stores, Inc. , Market Basket, Purity 
Sto.res, Inc., Ralphs Grocery Company, Safeway Stores, Inc., Thrifti
mart, Inc., Thrifty Drug Stores Co.., Inc., Vans Grocery Co., 
Robert F. Alexander, Donald A. Koeppell, Leonard H. Straus, WilliamF. 
Ramsey, Ro.bert E. Laverty, Richard Ralphs, John R. Niven, Fred Vo~ 
der Ahe. United States District Court, Central District of Cali
fornia, Civil Action No. 70-2539 filed November 10, 1970. 

This purported class action was filed on behalf of retailer 
users .of Blue Chip Stamps who failed to. purchase securities o.f the 
Company in a 1968 offering to retailer users. The complaint alleged 
damages to plaintiffs of $21,400,000, together with exemplary 
.iamages of $25,000,000, interest, atto.rneys' fees and costs, and 
prayed that plaintiffs have the right to. purchase securities o.f the 
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Company on the terms of the 1968 offering. The federal action was 
concluded on June 9, 1975, when the United States Supreme Court held 

that the purported class did not have standing to bring such an 
action. On June 21, 1971, a substantially identical action based on 

California law was filed in Los Angeles County Superior Court. On 

August 13, 1976 an order was entered by the court granting the Com
pany's motion to dismiss th€! action based on the ground that plain
tiffs had not complied with the requirements of California law to 

bring the action to trial within five years from the date of its 
filing. Plaintiff has filed notice of appeal from the court's 

ruling. In the opinion of counsel, on the current state of the 

record and the law, the appeal should be defended successfully and, 
in the unlikely event that the plaintiff should prevail .on the 
appeal, there \vould be substantial defenses on the merits. 

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

This purported class action sought to recover for stamp 
savers monies collected by the Company as reimbursement for Cali

fornia sales taxes on redemption of stamps. In December 1976 an 
order of the California Supreme Court dismissing the state action 

portion of the suit became final. Any further proceedings by plain
tiffs would involve immaterial amounts. 

(c) The information set forth in Item 5 of the Form 10-K 

Annual Report for the year ended December 31, 1976 filed by Wesco 
Financial Corporation, a subsidiary of the Company, a copy of which 
report is attached for convenience, is incorporated herein by refer
ence. With the exception of the aforementioned information and data 

referred to on page S-1 hereof, information contained in said report 
is not to be deemed filed as part of this report. 
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Item 6. Increases and Decreases in Outstanding Securities. 

Following is an analysis of changes in the amount of the Com
pany's 6-3/4% Subordinated Debentures due 1978 outstanding during 
the fiscal year ended January 1, 1977: 

Balance, beginning of year 
Debentures purchased and applied against 

sinking fund obligations -
Invitation for tenders, March and 

April 1976 
Notice of redemption, December 1976 
Open market or private purchases, 

April, July, August, September and 
December 1976 

Balance, end of year 

$6,392,000 

(681,000) 
(729,000) 

(695,000) 

~!±..,187, oo_o_ 

There were 5,178,770 shares of $1 par value common stock out
standing throughout the fiscal year ended January 1, 1977. 

Item .7 Approximate Number of Equity Security Holders. 

Number of record 

Title of class 

Common stock, par value 
$1. 00 per share 

holders as of 
March 10, 1977 

2,338 

Item 8. Executive Officers of the Registrant. 

Following is a list of the Company's executive officers: 

Name Age Positions 

Charles T. Munger 53 Chai~an of the Board 
Donald A. Koeppel 59 President and Director 
William F. Ramsey 49 Executive Vice President 

and Director 
Raymond H. Allen 46 Vice President, Information 

Systems 
Robert H. Bird 45 Vice President, Secretary 

and Treasurer 
William K. Klepper 49 Vice President, M~rchandise 
Kenneth E. Wittmeyer 47 Vice President, Industrial 

Relations 

Since 

1976 
1976 

1969 

1971 

1974 
1970 

1974 
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The principal business experience of each such officer during 
the portion of the past five years that occurred prior to his elec
tion to his current positions is as follows: 

Mr. Munger - January to June 1976, management of personal 
investments; prior thereto, managing general partner of 
Wheeler, Munger & Co., an investment firm. 

Mr. Koeppel - Chairman of the Board and Presiden~ of the 
Company. 

Mr. Bird - Secretary and Treasurer of th~ Company. 

Mr. Wittmeyer - Industrial Relations Manager of the Company. 

Item 9. Indemnification of Directors and Officers. 

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

Item 10! Financial Statements and Exhibits. 

(a) Financial Statements: Refer to Index to Financial 
Statements on page S-1. 

(b) Exhibits: 

(1) Incorporated by reference to Form 8-K Current Report 
of Blue Chip Stamps for May 1976 -

3.1-4 

3. 2-6 

Amendment to articles of incorporation ef
fective May 27, 1976 fixing number of 
directors at not less than six nor more 
than n:i.ne 

Amendment to bylaws effective May 27, 1976 
fixing number of directors at eight within 
a range of six to nine 

(2) Incorporated by reference to Form 8-K Current Report 
of Blue Chip Stamps for January 1977 -

3.2-7 Amendment to bylaws effective January 4, 1977 
changing date of annual meeting of stock
holders from fourth Thursday in May to 
fourth Thursday in April 
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Incorporated by reference to Form 8-K Current Report 
of Blue Chip Stamps for February 1977 -

13.12 Purchase Ag:L'eement covering newspaper assets 
of Buffalo Evening News, Inc. 

(4) Filed herewith -

3.2-8 

11.1-5 

Amendment to bylaws effective March 3, 1977 
fixing number of directors at seven 

Blue Chip Stamps Employees' Pension Plan and 
Trust Agreement as amended effective January 
1, 1976 (incorporating modifications agreed 
to with Intern;".l Revenue Service) 

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 proxy statement pursuant to Regulation 14A 
for its annual meeting of stockholders scheduled for April 28, 1977. 

SIGNATURE 

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

March 29, 1977 

BLUE CHIP STAMPS 

By _/:...;s::.!/~R~·-H~ • ..:.B~i;:;r.;;:d....,....,....... ____ _ 
R. H. Bird 

Vice President, 
Secretary and Treasu:cer 
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BLUE CHIP STAMPS 

INDEX TO FINANCIAL STATEMENTS 

The consolidated financial statements for the years ended 
January 1, 1977 and February 28, 1976, together with the report 
thereon of Price Waterhouse & Co. dated March 10, 1977, appearing 
on pages 8 to 16 of the Company's annual report to stockholders 
for the year ended January 1, 1977, copies of which pages are 
attached, are incorporated in this Form 10-K Annual Report. With 
the exception of the aforementioned information and the informa
tion incorporated in Items 1 and 2, information contained in such 
annual report to stockholders is not to be deemed filed as part of 
this report. 

The December 31, 1976 and 1975 consolidated and unconsolidated 
balance sheets and related statements of earnings, stockholders' 
equity and changes in financial position of Wesco Financial Corpo
ration, the notes thereto and the supplemental information to the 
notes to such consolidated financial statements, and the supporting 
schedules, together with the report thereon of Peat, Ma~~ick, 
Mitchell & Co. dated February 3, 1977, are incorporated herein by 
reference to the Form 10-K Annual Report filed by Wesco Financial 
Corporation for the year ended December 31, 1976, a copy of which 
is attached. With.the exception of the aforementioned information 
and data referred to in paragraph (c) of Item 5 hereof, the 10-K 
Annual Report of Wesco Finailcial Corporation is not to be deemed 
filed as part of this report. 

The individual financial statements of Blue Chip Stamps have 
been omitted since it is primarily an operating company and the 
total of minol'ity interest and indebtedness of its consolidated sub
sidiary to unaffiliated parties is five per cent or less of total 
consolidated assets at January 1, 1977. 

The following additional financial data should be read in con
junction with the financial statements of Blue Chip Stamps referred 
to above. Schedules not :i-ncluded with this additional financial 
data have been omitted because they are not applicable or the required 
information is shown in the financial statements or notes thereto. 
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Consent of independent accountants 

Additional financial data of Blue Chip Stamps: 
Sup?lementary 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 - Accwnulated depreciation, depletion and 

amortization of property, plant and 
equipment 

XVI - Supplementary income statement information 

Page 
number 

S-3 

s-4 to s-6 

S-7 

S-8 
S-9 

s-10 
S-11 
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CONSENT OF INDEPENDENT ACCOUNTANTS 

We hereby conserit to the application of our report, which 
appears on page 16 of the Blue Chip Stamps annual report to 
stockholders for the year ended January 1, 1977, to the addi
tional financial data listed in the foregoing index when this 

data is read in conjunction with the consolidated financial 
statements in such annual report; our report and the consoli
dated financial statements have been incorporated in this annual 
report on Form 10-K. The examinations referred to in our report 
included examinations of the additional financial data. 

Los Angeles, California 
March 10, 1977 

PRICE WATERHOUSE & CO. 
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BLUE CHIP STAMPS 

SUPPLEMENTARY INFORMATION TO 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

At January 1, 1977 and February 28, 1976, accounts receivable 
include approximately $1,075,000 and $180,000 relating to the sale 
of marketable securities. 

Beginning and ending inventories for the fiscal years ended 
January 1, 1977 and February 28, 1976, are as follows: 

Candy and 
Redemption related 

merchandise inventori'i!S Total 

Inventory at December 27, 1975 $6,130,000 $2,016 '000 $ 8,146,000 
Inventory at January 1, 1977 3,501,000 2,992,000 6,493,000 

Inventory at March 1, 1975 8,599,000 3,168,000 11,767,000 
Inventory at February 28, 1976 5,173,000 2,122,000 7,295,000 

The estimuled useful lives used in computing depreciation and 
amortization are as follows: 

Buildings 
rurniture, fixtures and 

equipment 
Lea~chold improvements 

10 to 40 years 

3 to 20 years 
The shorter of the term 

of the lease or the use
ful life of the asset 

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

Following is a summary of intangibles and related accumulated 
amortization for the Company's consolidated subsidiary, See's Candy 
Shops, Inc. ("See's"), and its unconsolidated subsidiary, Wesco 
Financial Corporation ("Wesco"), at the beginning and end of the 
two most recent fiscal yearends: 
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January 1, 
1977 

February 28, Decemb~r 27, March 1, 
1975 

See's - 1976 1975 

Excess of cost 
over equity in 
net assets $17,262,000 $17,262,000 $17,262,000 $17,227,000 

Accumulated 
amortization 

Wesco 

2,134,000 1,775,000 1,703,000 1,344,000 

Excess of equity 
in net assets 
over cost 23,115,000 19,298,000 19,298,000 18,699,000 

Accumulated 
amortization 1,593,000 1,167,000 1,085,000 675,000 

The components of accounts payable and accrued expenses are as 
fo ll01vs: 

Accounts payable 
Accrued compensation 
Taxes other than income 

January 1, 
1977 

$4,748,000 
1,098,000 

834,000 

$6,680,000 

February 28, 
1976 

$3,840,000 
1,259,000 
1,128,000 

$6,227,000 

Income from marketable securities is broken down as follows: 

Interest 
Dividends 

Fiscal year ended 
January l, February 28, 

1977 1976 

$ 635,000 
4,576,000 

$5,211,000 

$ 871,000 
4,042,000 

$4,913,000 

Included in interest and discount amortization is amortization 
of debenture discount amounting to $147,000 and $212,000 for the 
fiscal years ended January 1, 1977 and February 28, 1976. Debenture 
discount is being amortized over the term of the debentures by use 
of the debentures outstanding method. Unamortized debenture dis
count of $204,000 and $379,000 at January 1, 1977 and February 28, 
1976 is included in prepaid expenses. 
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Rental commitments apply primarily to redemption stores and 

candy shops. 

The Company has a short-term line of credit in the maximum 
amount of $10,000,000. Harketable securities with a market value 
of at least l5G"l" of the outstanding borrowings must be maintained 

as collateral. There >vere no such borrowings at January 1, 1977 ot 
February 28, 1976, and the maximum outstanding monthend balances dur

ing the fiscal years ended January 1, 1977 anci February 28, 1976 were 

$2,000,000 and $500,000, respectively. Interest, which i~ at prime 
rate, averaged 7.0% and 7.6% during the fiscal years ended January 1, 
1977 and February 28, 1976 based on average daily balances of 

$460,000 and $55,000, respectively. 

Under the Company's qualified stock option plan, options for 

18,000 shares were granted in March 1972 at $15.1875 per share, fair 
market value at date grRnted. At January 1, 1977 and February 28, 
1976, 239,200 shares were available for grant. Options are exercis
able in four annual instalments beginning one year after date of 
grant and expire five years after such date. The excess of aggre
gate proceeds from exercise over par value is credited to paid-in 

capital. Additional option information is summarized below: 

Options which became exercisable 
during the period: 

Number of s:1ares 
Option price -

Per share 

Total 
Market price at date first 

exercisable -
Per share 
Total 

Options exercised during the period 

Fiscal year ended 
January 1, 

1977 
February 28, 

1976 

None 2,875 

Not applicable $15.1875 

Not applicable $43,664 

Not applicable $ 7.375 

Not applicable $21,203 
None None 

At January 1, 1977 an option to purchase 4,000 shares was 

outstanding and currently exercisable at an aggregate price of 
$60,750. This option was not exercised and lapsed on March 24, 

1977. 



BLUE CHIP STAMPS 

SCHEDULE I - MARKETABLE SECURITIES 
JANUARY 1, 1977 

Name of issuer 
and title of issue 

Short-term investments, at cost 

U.S. Treasury Bills 

Marketable equity securities, 
at the lower of aggregate 
cost or market 

Preferred and common stocks: 

Baybanks, Inc. 
CleveTrust Corporation 
Hartford National Corporation 
Manufacturers National Corporation 
National Detroit Corporation 
Northeast Bancorp, Inc. 
Pinkerton's, Inc. 
Pittsburgh National Corporation 
San Jose Water Works 
Shawmut Association, Inc. 
Source Capital, Inc. 
State Street Boston Financial 

Corporation 
Other 

Number of shares or 
units - principal 

amount of bonds 
or notes 

$11,700,000 

105,480 
38,598 
74,844 

109,470 
414-,160 

34,650 
500,196 
256,500 
43,100 
68,423 

1,257,127 

41,239 
182,943 

Total marketable equity securities 

Amount at which 
shown in balance 

sheet (cost) 

$11,636,000 

$ 3,456,000 
1,211,000 
2,272,000 
3,706,000 
9,941,000 
1,117,000 

16,752,000 
8,721,000 
1,462,000 
3,533,000 
6,223,000 

1,693,000 
3,056,000 

~63,143,000 

Value based on 
market quotations 
at balance sheet 

date 

$11,676,000 

$ 3,164,000 
1,487,000 
1,010,000 
3,503,000 

11,545,000 
918,000 

17,382,000 
10,773,000 
1,665,000 
1,659,000 

16,028,000 

1,124,000 
2,982,000 

$73,240,000 

<Zl 
I ....., 



( BLUE CHIP STAHPS 

SCHEDULE Ill- INVESTfiENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS 
RECEIVED FROH AFFILIATES AND OTHER PJ;_RSONS 

Name of issuer 
and description of 

,!nvestment 

Fiscal year ended February 28. 1976: 
Investment in common stock of 

Wesco Financial Corporation 
("Wesco") 

Fiscal year ended January 1. 1977: 
Investment in common stock of 

Wesco 

Balance at 
beginning of period 
(Harch 1, 1975 and 
December 27, 1975) 

Number 
of 

shares 

1,527,299 

1,527,299 

(4) 

Amounts 
in 

dollars 

$26,3D7,000 

$28,773,000 

Equity 
taken up in 
earnings of 

affiliate for 
the period 

$3,092,000 
(1) 

$4,459,000 
(l) 

(1) Net of income taxes of $76,000 and $67,000 for the fiscal years 
ended January 1, 1977 and February 28, 1976, respectively. 

(2) Represents an adjustment to acquisition cost. 

(3) Represents 77.6% and 64.4% of Wesco's outstanding stock at 
January 1, 1977 and February 28, 1976, respectively. 

(4) See Note 1 to the consolidated financial statements for 
explanation of the Company'~ change in fiscal yearend 
from approximately February 28 to approximately 
December 31. 

Additions 

Purchases 

$6,306,000 

$ 76,000 
(2) 

$116,000 
(2) 

Deductions 
Distributions 
of earnings 

by person in 
t.,.hich earnings 

were take~ 

$887,000 

$993,000 

Balance at 
end of period 

(February 28, 1976 
and 

January 1, 1977) 
4 

Number 
of 

share:> 

1,527,299 
(3) 

1,840,863 
(3) 

Amounts 
in 

dollars 

$28,588,000 

$38,661,000 

"' ' "' 



BLUE CHIP STAMPS 

SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT 

Classification 

Fiscal year ended February 
Land 
Buildings 
Furniture, fixtures and 
Leasehold improvements 

28, 1976: 

equipment 

Fiscal year ended January 1, 1977: 
Land 
Buildings 
Furniture, fixtures and equipment 
Leasehold improvements 

Balance at 
beginning of period 
(March 1, 1975 and 
December 27, 1975)* 

$ 2,323,000 
4,031,000 
9,619,000 
3,893,000 

~19,866,000 

$ 2,323,000 
4,061,000 

10,116,000 
3,888,000 

$20 '388 '000 

$ 

Additions 
at cost 

155,000 
789,000 
252,000 

~1,196,000 

$ 75,000 
300,000 
680,000 
301,000 

$1,356,000 

Retirements 

$ 8,000 

600,000 
278,000 

~ 886,000 

$ 215,000 
136,000 
632,000 
159,000 

$1,142,000 

'~ See Note 1 to the consolidated financial statements for explanation of the 
Company's change in fiscal yearend from approximately February 28 to 
approximately December 31. 

Balance at 
end of period 

(February 28, 1976 
and 

January 1 1 1977)* 

$ 2,315,000 
4,186,000 
9,808,000 
3,867,000 

lli_,l76,000 

$ 2,183,000 
4,225,000 

10,164,000 
4,030,000 

$20,602,000 

Ul 
I 

"' 



BLUE CHIP STAMPS 

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

Descriotion 

Fiscal year ended Feb~-uary 28, 1976: 
Build:tngs 
Furniture, fixtures and equipment 
Leasehold improvements 

_f.iscal year ended January 
BuHd:tngs 

1, 1977: 

Furniture, fixtures and equipment 
Leasehold improvements 

Balance at 
beginning of period 
(March l, 1975 and 
December 27, 1975)* 

$ 2,104,000 
7,401,000 
2,088,000 

ffi,593,000 

$ 2,491,000 
7,321,000 
2,236,000 

~ 12 ,048 '000 

Additions 
charged to 
costs and 
expenses 

$ 169,000 
568,000 
310,000 

$1,047,000 

$ 226,000 
449,000 
252,000 

$ 927 '000 

* See Note ~ to the consolidated financial statements for explanation of 
Company s change in fiscal yearend from approximately February 28 to 
approximately December 31. 

Balance at 
end of period 

(February 28, 1976 
and 

Retirements January 1, 1977)* 

$583,000 
. 171,000 

$754,000 

$ 86,000 
576,000 
128,000 

~790,000 

$ 2,273,000 
7,386,000 
2,227,000 

$11,886,000 

$ 2,631,000 
7,194,000 
2,360,000 

$12,185,000 

(/) 

I ..... 
0 
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BLUE CHIP STAMPS 

SCHEDULE XVI - 'SUPPLEMENTARY INCOME STATEMENT INFORMATION 

Item 

Fiscal year ended February 28, 1976: 
Maintenance and·· repairs 
Taxe3 other than income taxes -

Payroll 
Other 

Advertising costs 

Fiscal year ended January 1, 1977: 
Maintenance and repairs 
Taxes other than income taxes -

Payroll 
Other 

Advertising costs 

No royalties or research and development 
costs were incurred. 

Depreciation, amortization and rents are 
disclosed in· the notes to consolidated 
financial statements. 

Charged 
to costs 

and expenses 

$1,291,000 

1,456,000 
606,000 
818,000 

$2,099,000 

1,767,000 
633,000 
950,000 



Principal Business Activities 

Blue Chip Stamps and its subsidiaries are engaged in 
four lines of business: 

(1) The candy business. See's Candy Shops, 
Incorporated, a 99%-owned subsidiary acquired in 
January 1972, produces candy (primarily boxed 
chocolates) and other confectionery products of the 
highest quality in two fully equipped,kitchens in 
California. See's is believed to be one of the largest 
candy manufacturers distributing through its own chain 
of retail shops; it now has 173 in nine western states 
including Hawaii. 

See's registered slogan "Quality Without 
Compromise" reflects its attitude. In order to carefully 
control shelf life of the candy, which contains no 
significant artificial preservatives, See's does not sell 
through department stores, drug stores, etc. Cocoa, 
sugar and certain other ingredients are generally 
availablo but subject to wide price fluctuations from 
time to time. Emphasis on quality has helped make 
See's the predominant fresh candy business entity in 
California. 

A substantia! portion of each year's candy sales 
are generated during the Christmas and Easter 
seasons, when the high shop volume is augmented to 
an increasing degree by quantity sales to organizations 
at reduced prices. See's finances its seasonal 
inventory buildup by liquidating short-term 
investnlentG. At Christmas the number of employees 
peaks at about three times the full-time base of 
approximately 1 ,000. 

(2) The trading stamp business. Blue Chip Stamps 
provides a trading stamp service to retail merchants 
and their customers in California and Nevada. The 
service includes the issuance of trading stamps, 
catalogs, savings books. signs, banners and other 
promotional material as well as the redemption of Blue 
Chip stamps for merchandise or cash through forty-four 
redemption stores. 

Stamp service revenues have declined from a 
historical peak of $124,180,000 for the fiscal year 
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ended February 28, 1970 to $17,208,000 for the fiscal 
year ended January 1, 1977. This decline has resulted 
primarily from two factors. F.irst, many supermarket 
operators discontinued or reduced the use of trading 
stamps in connection with their conversion to discount 
merchandising. Second, many service stations as a 
result of the gasoline shortage, eliminated the use 
of stamps. The reduction in stamp revenues has 
increased the relative importance to the business of 
the remaining customers: two Southern California 
supermarket chains, Stater Bros. Markets Division of 
Petrolane Incorporated and The Boy's Markets, Inc., 
accounted for 38% of stamp volume during the fiscal 
year ended January 1 , 1977 as compared with 29% the 
preceding fiscal year. Over the past five years the 
Company has reduced the number of redemption 
s:ores from a peak of 90 to 44 at present. There has 
been a commensurate reduction of full-time employees 
to less than 300 currently. 

(3) The incentive and merchandise promotion 
business. Blue Chip Incentives operates as a separate 
division on a nationwide basis. It tailors incentive 
programs for businesses. These programs use awards 
of merchandise, travel, points and stamps 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. With the decline of the trading stamp 
business, incentive programs have become more 
difficult to sell, because stamp awards do not enjoy 
their former popularity. Approximately 20 employees 
are involved in this operation. 

This division, until recently, also developed, tor oil 
companies 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. In the summer of 1976, the 
Company decided not to seek any new business of this 
type, as profit margins had proved to be unsatisfactory. 



(4) The savings and loan business. Wesco Financial 
Corporation, an 80%-owned. unconsolidated 
subsidiary controlled since late 1973, owns all of the 
outstanding stock of Mutual Savings and Loan 
Association, which operates at sixteen locations in 
Southern California. The association is engaged 
primarily in the business of lending money, principally 
secured by first liens against real estate, to enable 
borrowers to PLirchase, construct or refinance real 
property. In addition, investments in preferred stocks, 
municipal bonds and other securities have become 

R_evenues-
Candy business ............................... 
Trading stamp service .......................... 
Incentive and merchandise promotions ........... 

Income (loss) before income taxes, 
securities gains (losses) and 
extraordinary items-
Candy business ................................ 
Trading stamp service .......................... 
Incentive and merchandise promotions ........... 
Savings and loan business ...................... 

increasingly important in recent years as a secondary 
source of income. Approximately 160 employees are 
employed in this line of business. 

The fo1Jowing table sets forth the contribution, 
in thousands of dollars, of each line of busine!Ss 
accounting for, during either of the last two fiscal years, 
ten per cent or more of total (consolidated) revenues or 
of total income before income taxes, securities gains 
(losses) and extraordinary items for five fiscal years 
ended as follows: 

Jan. 1, Feb. 28, Mar. 1, Mar.2. Mar. 3, 
1977 1976 1975 1974 1973 

$56,648 $51,679 $43,370 $36,033 $32,591 
22,786 25,755 34,973 59,925 96,108 

8,888 15,210 11,022 6,261 3,624 

11,059 10,968 6,783 4,153 4,597 
2,600 438 (34) 4,533 7,115 

(1 ,479) (1 ,079) (592) (66) 224 
4,216 3,292 2,832 1,673 

Set forth below is the relative contribution of each such line of business for the same fiscal years: 

Revenues-
Candy business ............................... 
Trading stamp service .......................... 
Incentive and merchandise promotions ........... 

Income (loss) before income taxes, 
securities gains (losses) and 
extraordinary items-
Candy business ............................... 
Trading stamp service .......................... 
Incentive and merchandise promotions ........... 
Savings and loan business ....................... 

SUBSEQUENT EVENT 

In Februar:r 1977, Blue Chip Stamps, through a newly 
organized; wholly owned subsidiary, agreed to buy the 
newspaper assets, subject to certain liabilities, of the 
Buffalo Evening News, Inc., publisher of the more 
successful of two daily newspapers in Buffalo, New 
York for approximately $33,000,000 cash plus 

Jan. 1, Feb. 26, Mar.1. Mar.2, Mar.3, 
1977 1976 1975 1974 1973 

64% 56% 49% 35% 25% 
26 28 39 59 73 
10 16 12 6 2 

67 81 76 40 38 
16 3 44 60 
(9) (8) (7) 2 
26 24 31 16 

assumption of certain pension obligations. The 
transaction is subJect to approval of the Federal 
Reserve Board and is also contingent upon other 
matters. Consummation is expected to occur in April 
1977. For further information, please refer to Note 11 to 
the accompanying financial statements. 
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Summary of Operations 

53 weeks 

(In {housands except for amounts per share) ended 
Jan. 1. 
1977 

Revenues: 
Candy sales ........................... $56,333 
Stamp service revenues ................. 17,208 
Merchandise promotions and incentive sales 8,888 
Dividends and interest. .................. 5,211 

Other ................................. 682 

88,322 

Costs and expenses: 
Cost of sales and redemptions ............ 46,358 
Selling, general and administrative 

expenses· ............................ 29,190 
Interest ................................ 410 
Discount amortization ................... 184 

76,142 

Income beiote incori1e taxes, equity in 
net income of Wesco Financial Corporation. 
securities gains (losses) and 
extraordinary items .... , ................ 12,180 

Provision for income taxes . . . . . . . . . . . . . . . . . (4.859) 
Equity in .1et income of Wesco Financial 

Corporation .................... , ....... 4,459 

Income before securities gains (losses) 
and extraordinary items .................. 11,780 

Realized securities gains (losses), less taxes . (77) 

Income before extraordinary items .......... 11,703 
Extraordinary credit (charges) .............. 

Net income .............................. $11,703 

Per share: 
Income before securities gains (losses) 

and extraordinary items ................ $2.27 
Realized securities gains (losses) ......... __19] 
Income before extraordinary items ........ 2.26 
Extraordinary credit (charges) ............ 

Net income ............................ $2.26 --
Dividends declared ..................... $ .24 

--

NOTES TO SUMMARY OF OPERATIONS 

In December 1976 the Company changed its 52-53 
week fiscal yearend from approximately February 28 to 
approximately December 31. 

The Company's equity in Wesco Financial 
Corporation's net income is included under the equity 
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52 weeks ended 

Feb. 28. Mar, 1, Mar.2. Mar. 3. 
1976 1975 1974 1973 

$51,342 $42,907 $ 35,780 $ 32,049 

20,361 25,564 51,375 88,736 

15,210 11,022 6,261 3,624 

4,913 7,738 8,260 7,315 

818 2,134 543 599 

92,644 89,365 102,219 132,323 

52,116 54,912 68,156 95,662 

29.552 23,940 21,481 21,729 

437 4,050 3,597 2,638 

212 306 365 358 

82.317 83,208 93.599 120,387 

10,327 6,157 8,620 11,936 

{4,374) ( 1 ,237) (2,071) (3,828) 

3,092 2,588 1,641 

9,045 7,508 8,190 8,108 

8 254 (185) (82) 

9,053 7,762 8,005 8,026 

903 (925) 

$ 9,053 $ 8,665 $ 8,005 $ 7,101 

$1.75 $1.45 $1.58 $1.58 

.05 (.03) (.02) 

1.75 1.50 1.55 1.56 

.17 ~ --
$1.75 $1.67 $1.55 $1.38 
-- = -- --
$ .24 $ .24 $ .24 $ .24 
-- -- = --

method beginning with the fiscal year ended in 1974. 
Ownership of the savings and loan holding company 
increased from 21.9% at March 3, 1973 to 44.6% at 
March 2, 1974, to 64.4% in August 1974 and to the 
present 80.1'% in January 1977. 

The extraordinary charges for fiscal1973 



represented settlements of lawsuits, less income tax 
effect. The extraordinary credit for fiscal 1975 
represented federal income tax not payable due to 
offset of capital loss carry-forwards. 

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

Per sha·re amounts are based upon the weighted 
average number of shares of common stock 
outstanding during the fiscal year, adjusted for the 
dilutive effect of any outstanding stock options. Shares 
used in the summary have been 5,179,000 since fiscal 
1974; 5,180,000 shares were used in fiscal1974, 
including 1,000 dilution, and 5,129,000 shares in fiscal 
1973, including 60,000 dilution. 

MANAGEMENTS DISCUSSION ANO ANALYSIS 
OFlliESUMMARY OF C!'ERATIONS 

Candy sales increased substantially from the year 
ended March 1, 1975 to the year ended February 28, 
1976; approximately 60% of the increase resulted from 
an increase in average selling price per pound, and 
approximately 40% was due to an increase in the 
number of pounds sold. Of the more moderate increase 
in candy sales from the year ende.>d February 28, 1976 
to the year ended January 1, 1977, approximately 60% 
resulted from a further increase in p9unds sold and 
approximately 40% from continued pricing 
improvement. 

The decline in stamp service revenues throughout 
the five-year period shown on the summary has been 
caused by various factors as explained above under 
Principal Business Activities. 

Revenues from merchandise promotions and 
incentive sales increased from the year ended March 1, 
1975 to the year ended February 28, 1976 due to 
expansion of the merchandise promotion business, 
under which the Company developed, for oil 
companies and other large issuers of credit cards, 
complete merchandise packages for their credit card
holders. In· the summer of 1976, the Company decided 
not to seek any more business of this type, and 
revenues for the year ended January 1, 1977 dropped 
accordingly. 

The drop in dividend and interest income from the 
year ended March 1, 1975 to the year ended February 
28, 1976 was caused mainly by the sale of marketable 
securities in fiscal1975 to repay $40,000,000 of bank 
loans. 

Cost of sales and redemptions during the two most 
recent fiscal years decreased as a percentage of 
related revenues, principally due to adjustments of the 
liability for unredeemed trading stamps, which the 
Company revises periodically as changing conditions 
warrant. In February 1976, the stamp liability account 
was adjusted to reflect a reduction in the total number of 
stamps expected to be redeemed in the future as well 
as the likelihood that future redemption service 

expenses would increase materially on a per-stamp 
basis. In August 1976, due to favorable current 
experience in controlling costs, the stamp liability 
account was adjusted further to reflect a lower 
estimated future redemption service expense 
requirement per stamp. 

The sharp increase in selling, general and 
administrative expenses from the year ended March 1, 
1975 to the year ended February 28, 1976 was the result 
of the increased cost of printing and mailing 
merchandise promotional material to credit card
holders, as well as increased commissions paid with 
respect to such promotions, employee compensation, 
rent and other expenses. In the year ended January 1, 
1977 merchandise promotion expenses dropped 
notably with discontinuance of the program, more than 
offsetting other increases in this expense category. 

Interest expense dropped sharply in the year ' 
ended February 28, 1976 due to the repayment of bank 
loans late in the prior fiscal year. 

The provision for income taxes jumped as a 
percentage of pre-tax income from 20% for the year 
ended March 1, 1975 to 42% in the year ended 
February 28, 1976 primarily because of a sharp 
increase in See's pre-tax income, taxed at a relatively 
high effective rate. The effective rate subsequently 
decreased to 40% in the year ended January 1, 1977 
because See's pre-tax income represented a slightly 
lower proportion of income before taxes. 

The Company's equity in net income of Wesco 
Financial Corporation increased during the two most 
recent fiscal years primarily as a result of an 
improvement in the subsidiary's earnings. A secondary 
factor in the year ended January 1, 1977 was the 
reversal of estimated provisions for income taxes on 
Wesco's undistributed earnings; such provisions are no 
longer required because the ComiJany's ownership of 
Wesco now exceeds 80% and Wesco's earnings will be 
included in consolidated federal tax returns in future 
years. 

Realized securities gains and losses fluctuate from 
year to year and accordingly are set out separately. The 
after-tax changes from net gains of $254,000 in the year 
ended March 1, 1975 and $8,000 in ti1e year ended 
February 28, 1976 to net losses of $77,000 in ttle year 
ended January 1, 1977, although significant, were not 
abnormal to the business. 

Revenues, expenses, earnings and other items set 
forth in the sumr, 1ary of operations are not necessarily 
indicative of future revenues, expenses, earnings and 
other items. In particular, a significant part of the 
earnings for the year ended January 1, 1977 -the 
reversal of income tax accruals on Wesco's earnings 
which amounted to $319,000 (see Note 8 to the 
accompanying financial statements), and the 
adjustments of the stamp liability account totalling 
$1,046,000 (see Note 3 to the accompanying financial 
statements)-does not reflect any real or permanent 
increase in earning power. 
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Consolidated Balance Sheet 

(Notes 1 and 2) 

ASSETS 

Cash ............................................................... . 
Short-term investments. at cost which approximates market ............... . 
Marketable equity securities, at the lower of cost or market (Note 4) ......... . 
Accounts receivable ................................................. . 
Merchandise and supplies inventories, at the lower of cost 

(principally first-in, first-out) or market. ................................ . 
Prepaid expenses, principally income taxes (Note 8) ..................... . 
Property, fixtures and equipment, net (Note 5) ........................... . 
Investment in Wesco Financial Corporation (Note 2) ...................... . 
Excess of cost over equity in net assets of See's Candy Shops, 

Incorporated. less accumulated amortization (Note 2) .................. . 
Other equity securities (Note 4) ........................................ . 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Accounts payable and accrued expenses . . . . . ........................ . 
Income taxes payable (Note 8) ........................................ . 
Liability for unredeemed trading stamps (Note 3) ......................... . 
6'¥4% Subordinated Debentures due 1978 (Note 6) ....................... . 

Stockholders' equity (Notes 6 and 10): 
Common stock, par value $1.00 

Shares authorized-7,000,000 
Shares outstanding-5,179,000 ................................... . 

Paid-in capital ..................................................... . 
Retained earnings ................................................. . 
Net unrealized loss on marketable equity securities (Note 4) ............. . 

Total stockholders' equity ....................................... . 

See accompanying notes to consolidated financial staremants 
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Blue Chip Stamps 

January 1, 
1977 

$ 2,526,000 
11,636,000 
63,143,000 

4,633,000 

6,493,000 
12,337.000 
8,417,000 

38,661,000 

15,128,000 
4,163,000 

$167,137,000 

$ 6,680,000 
3,315,000 

66,867,000 
4,287,000 

81,149,000 

5,179,000 
1,579,000 

79,230,000 

85,988,000 

$167,137,000 

February 28. 
1976 

$ 2,032,000 
24,695,000 
56,712,000 

7,894,000 

7,295,000 
14,462,000 
8,290,000 

28,588,000 

15,487,000 

$165,455,000 

$ 6,227,000 
11,560,000 
71,135,000 

6,392,000 

95,314,000 

5,179,000 
1,579,000 

68,361 ,(1np 
(4,97~ 

70,141,tK. 

$165,455,000 

. I 
'::1 
l 



Consolidated Statement of Income 
and Retained Eamings 

(Notes 1 and 2) 

Revenues: 
Candy sales ...................................................... . 
Stamp service revenues (Note 3) ..................................... . 
Merchandise promotions and incentive sales ......•..................... 
Dividends and interest .............. .' ............................... . 
Other revenues .................................................... . 

Costs and expenses: 
Cost of sa~t•s and redemptions (Note 3) ............................... . 
Selling, general and administrative expenses .......................... . 
Interest and discount amortization ................................... . 

Income before income taxes, equity in net income of Wesco Financial 
Corporation and securities gains (losses) ............................. . 

Provision for income taxes (Note 8) ..................................... . 
Equity in net income of Wesco Financial Corporation (Notes 2 and 8) ........ . 

Income before securities gains {losses) ................................. . 

Realized securities gains {losses), less income tax effect (Notes 4 and 8) .... . 

Net income ......................................................... . 

Retained earnings at February 28, 1976 and March 1, 1975 ................ . 
Add net loss for the nine weeks ended Februa1y 28, 1976 (Note 1) .......... . 
Cash dividends of $.18 for the 44 weeks ended January 1, 1977 

and $.24 for the 52 weeks ended February 28, 1976 (Note 6) ............. . 

Retained earnings at end of year ....................................... . 

Amounts per share based on weighted average shares outstanding: 
Income before securities gains (losses) ............................... . 
Realized securities gains {losses) .................................... . 

Net income ....................................................... . 

See accompanying notes to consolidated financ1al statements 

Blue Chip Stamps 

53 weeks ended 52 weeks ended 
January 1, February 28, 

1977 1976 

$56,333,000 $51 ,342,000 
17,208,000 20,361,000 
8,888,000 15,210,000 
5,211,000 4,913,000 

682,000 818,000 

88,322,000 92,644,000 

46,358,000 52,116,000 
29,190,000 29,552,000 

594,000 649,000 

76,142,000 82,317,000 

12,180,000 10,327,000 
(4,859,000) (4,374,000) 
4,459,000 3,092,000 

11,780,000 9,045,000 

(77,000) 8,000 

11,703,000 9,053,000 

68,361,000 60,551,000 
98,000 

(932,000) (1 ,243,000) 

$79,230,000 $68,361,000 

$2.27 $1.75 
(.01) 

$2.26 ·$1.75 
-- --
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Consolidated Statement of Changes in 
Financial Position 

(Notes 1 and 2) 

Sources (uses) of cash, including short-term investments, from operations: 
Income before realized securities gains (losses) ....................... . 
Add (deduct): 

Depreciation and amortization ..................................... . 
Decrease (increase) in trade accounts receivable .................... . 
Decrease in inventories ........................................... . 
Increase in prepaid expenses, principally income taxes ............... . 
Equity in net income of Wesco Financial Corporation less 

dividends received, net of income taxes .......................... . 
Increase (decrease) in trade accounts payable and other accruals ..... . 
Increase (decrease) in income taxes payable ........................ . 
Decrease in liability for unredeemed trading stamps .................. . 

Cash provided by operations before realized securities gains (lasses) ...... . 
Other sources of cash: 

Decrease in marketable equity securities (net of $4,978,000 net 
unrealized lass deducted from stockholders' equity 
at February 28, 1976) ............................................. . 

Decrease (increase) in accounts receivable from securities 
transactions ..................................................... . 

Proceeds from disposal of property, fixtures and equipment, 
net of income taxes and gains on sales ............................. . 

Increase in accounts payable from securities transactions ............... . 

Other uses of cash: 
Increase in marketable equity securities (net of reversal 

of $15,560,000 unrealized loss deducted from stockholders' 
equity at December 27, 1975) .................... ." ................ . 

Additions to property, fixtures and equipment .......................... . 
Purchase of stock of Wesco Financial Corporation ...................... . 
Purchase of ather equity securities ................................... . 
Purchase of debentures for retirement ................................ . 
Payment of dividends .............................................. . 
Realized securities (gains) losses net of income tax effect ............... . 
Other ............................................................ . 

Increase (decrease) in cash, including short-term investments ............. . 

Increase (decrease) in-
Cash ............................................................. . 
Short-term investments ............................................. . 

See accompanying notes to consolidated financial statements 
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Blue Chip Stamps 

53 weeks ended 

$ 

January 1, 
1977 

11,780,000 

1,358,000 
3,667,000 
1,653,000 

(5,384,000) 

(3,469,000) 
(484,000) 

(1 ,681 ,000) 
(2,900,000) 

4,540,000 

(1 ,085,000) 

352,000 

3,807,000 

416,000 
1,357,000 
6,422,000 
4,163,000 
2,105,000 
1,243,000 

77,000 
(48,000) 

15,735,000 

$ (11 ,928,000) 

$ 82,000 
(12,010,000) 

$ (11 ,928,000) 

52 weeks ended 

5 

February 28, 
1976 

9,045,000 

1,478,000 
(4, 1 05,000) 
4,472,000 

(7,773,000) 

(2,204,000) 
628,000 

9,558,000 
(1 ,048,000) 

10,051,000 

10.469,000 

1,740,000 

131,000 
110,000 

22,501,000 

1 '195,000 

120,000 
1,243,000 

(8,000) 
112,000 

2,662,000 

$ 19,839,000 

$ 526,000 
19,313,000 

$ 19,839,000 



Notes to Consolidated 
Rnancial Statements 

NOTE 1-Changeln fiscal year end: 

In December 1976 the Company changed the end of its 
52-53 week fiscal year from approximately February 28 
to approximately December 31. The results of 
operations for the nineweeks ended February 28, 1976 
are included in tl:je amounts shown for beth fiscal years 
presented in the statement of income-the year ended 
January 1. 1977 as well as the year ended February 28, 
1976. Summarized results of operaiions for the nine 
week period ended February 28. 1976 are as follows: 

TotaJ revenues ....................... $15.669,000 

Loss before securities gains ........... $ (1 07,000) 
Realized securities gains, net 

of income taxes . : .................. __ ....:9c..:,O:..:O..:.O 

Netloss ............................. $ (98,000) 

Because of the change in yearend, the amounts 
reflected in the consolidated statement of changes in 
financial position for the fiscal year ended January 1 , 
1977 are not the same as the changes between the 
amounts presented in the accompanying consolidated 
balance sheets, the dates of which are only ten months 
apart. 

NOTE 2-Subsidlary companies: 

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 over equity in the net assets of See's 
is being amortized over 40 years; amortization of 
$431,000 has been charged to selling, general and 
administrative expenses in each of the fiscal years 
ended January 1, 1977 and February 28, 1976. 

The Company's investment in Wesco Financial 
Corporation (Wesco), a savings and loan holding 
company, has increased from 64.4% at March 1, 1975 
and February 28, 1976 to 77.6% at January 1, 1977 and 
to 80.1 o/o in January 1977. The investment is recorded at 
cost plus equity in Wesco's calendar-year net income, 
less taxes; the $21,522,000 and $18,131,000 
unamortized excess of equity in the net assets of 
Wesco over cost at January 1, 1977 and February 28, 
1976, respectively, is being amortized over 40 years. 
Summarized consolidated financial information of 

Wesco and subsidiaries for the years ended December 
31, 1976 and 1975 follows: 

December 31, December 31, 
1976 1975 

Assets-
Cash and marketable 

securities ....... $155,153,000 $ 77,417,000 
Loans receivable, 

less unearned 
loan fees, 
unrealized profit 
and loans in 
process ......... 347,194,000 

Other assets . . . . . . . 21,001,000 

Liabilities and 
stockholders' 
equity-

$523,348,000 

Savings deposits ... $404,996,000 
Other liabilities . . . . . 41,280,000 

Total liabilities . . . . . . 446,276,000 
Stockholders' 

equity, partially 
appropriated . . . . 77,072,000 

$523,348,000 

Total revenues ....... $ 39,391 ,000 

Net income .......... $ 5,516,000 

Blue Chip Stamps' 
share of net income. $ 3,708,000 

Income tax 
(provision) 
benefit thereon 
(Note 8) ........... 243,000 

Amortization of 
excess of equity 
over cost .......... 508,000 

Equity in net income .. $ 4,459,000 

373,059,000 
19,651,000 

$470,127,000 

$360,070,000 
36,839,000 

396,909,000 

73,218,000 

$470,127,000 

$ 36,610,000 

$ 4,351,000 

$ 2,800,000 

(200,000) 

492,000 

$ 3,092,000 

Wesco's appropriated retained earnings at 
December 31, 1976 and 1975 include approximately 
$45,578,000 and $44,940,000, respectively, of 
reserves on 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, 1976 and 
1975. 
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NOTE 3-Stamp service accounting: 

The Company recognizes stamp service revenues 
upon issuance of its trading stamps and provides a 
liability account for unredeemed trading stamps 
consisting of estimates of the cost of merchandise and 
related redemption service expenses. The Company's 
estimated cost of future redemptions depends upon 
two factors: (1) the percentage of stamps issued which 
will ultimately be redeemed and (2) the future cost per 
stamp of the merchandise and redemption service 
expenses which will be required. 

The Company periodically reevaluates both 
factors affecting the estimated cost of future 
redemptions and as a result has made the following 
revisions: 

For the fiscal year ended February 28, 1976-
(1) The Company reduced its liability for 

unredeemed trading stamps and increased net 
income to reflect a reduction in the total 
estimated number of stamps to be redeemed in 
the future, computed by modifying the 
Company's former assumption that 97.5% of all 
stamps issued would ultimately be redeemed. 
The modifications (i) as of the conclusion of the 
fiscal year ended in 1974, reduced by 
approximately 4% the total number of stamps 
then estimated to be redeemed in the future, 
and (ii) for the two subsequent fiscal years 
ended in 1975 and 1976, reduced the 
redemption expectancy, applicable to stamps 
issued in such years, to 93%. These reductions 
reflected the Company's estimate (unchanged) 
that ultimate redemption rates are reduced by a 
decline in issuances, with most of the reduction 
occurring with respect to stamps issued after 
the decline, and that, accordingly, the 
Company would have to redeem "bout 97% of 
stamps issued before March 1974, and only 
93% thereafter. 

(2) The Company increased its provision for future 
redemption service expenses per stamp to 
reflect its estimate that a lower volume of 
redemptions would cause these expenses to 
increase materially on a per-stamp basis. 

For the fiscal year ended January 1, 1977-
(1) The revisions discussed in (1) and (2) above, 

recorded at February 28, 1976, were 
considered properly includable in the fiscal 
year ended January 1, 1977. 

(2) The Company in August 1976 reduced its 
provision for future redemption service 
expenses per stamp due to favorable 
experience in controlling such costs. 

The effect of the foregoing revisions after federal and 
state income taxes was to increase net income 
$573,000 or $.11 per share for the fiscal year ended . 
February 28, 1976 and $1,046,000 or $.20 per share for 
the fiscal year ended January 1, 1977. 

12 

The Company expects stamp issuances to 
continue to decline and, with additional experience. will 
probably make additional revisions of its redemption 
expectancy and costs in the future. 

NOTE 4-Equity securities: 

Marketable equity securities are carried at the lower of 
aggregate cost (first-in, first-out) or market. Cost and 
market value for the securities are set forth below: 

January 1, February 28, 
1977 1976 

Cost .................. $63,143,000 $61,690,000 
Market value ......... , . 73,240,000 56,712,000 

At February 28, 1976 the Company established a 
$4,978,000 valuation allowance to reduce the amount 
of marketable equity securities reflected in its balance 
sheet from historical cost to the lower of aggregate cost 
or market. The valuation allowance was charged 
directly to stockholders' equity. At January 1, 1977 the 
marketvalue of the portfolio of marketable equity 
securities had recovered to an amount in excess of the 
aggregate cost and accordingly the valuation 
allowance was reversed with no effect on income. At 
January 1, 1977, gross unrealized gains and losses 
were $14,729,000 and $4,632,000 respectively. 

Other equity securities of $4,163,000 represent an 
investment in Pinkerton Holding Corporation non
voting common stock. Through this holding and a direct 
investment of $16,752,000 in non-voting common stock 
of Pinkerton's, Inc., carried in marketable equity 
securities, the Company beneficially owns 25% of the 
equity in Pinkerton's, Inc. The Company considers its 
influence at Pinkerton's, Inc. to be insignificant because 
it has no vote as a stockholder and only one 
representative on the eleven-man board of directors. 

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

tlOTE 5-Property, fixtures and equipment: 

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

January 1. 
1977 

Land .................. $ 2,183,000 
Buildings . . . . . . . . . . . . . . 4,225,000 
Furniture, fixtures 

and equipment . . . . . . . 1 0,164,000 
Leasehold 

improvements . . . . . . . . 4,030,000 

February 28, 
1976 

$ 2,315,000 
4,186,000 

9,808,000 

3,867,000 

20,602,000 20,176,000 
Less accumulated 

depreciation and 
amortization . . . . . . . . . 12,185,000 11 ,886,000 

$ 8,417,000 $ 8,290,000 



· Depreciation and amortiz.ation of property, fixtures 
and. equipment are provided by straight-line and 
accelerated methods over the estimated useful lives of 
the assets. Total provisions amounted to $927,000 and 
$1,047,000 for the fiscal years ended January 1, 1977 
and February 28, 1976. 

NOTE &-Debentures: 

The indenture underlying. the debentures requires 
sinking fund payments of approximately $2,000,000 in 
November 1977 and 1978. 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 7-Pension anC: profit sharing plor.s: 

Employees of the Company and of its consolidated 
subsidiary who meet certain eligibility requirements are 
covered under either Company-sponsored 
noncontributory pension or profit sharing plans or 
union-sponsored pension plans. The 
Company-sponsored plans are funded annually; the 
cost for the fiscal years ended January 1, 1977 and 
February 28, 1976 approximated $397,000 and 
$375,000 respectively. The total market value of the 
plans' assets exceeded the actuarially computed value 
of vested benefits at January 1, 1977 by approximately 
$1,000,000. The Company amended its plan to comply 
wiih the Employee Retirement Income Security Act of 
1974 and has received a favorable determination from 
the Internal Revenue Service. The amendments did not 
have a material effect on the Company's consolidated 
financial position or results of operations. 

NOTE 8-Taxes on income: 

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

Fiscal year ended 

January 1. February 28, 
1977 1976 . 

Provision for income 
taxes ............... $ 4,859,000 $ 4,374,000 

Charged against 
(credited to) equity 
in net income of 
Wesco . . . . . . . . . . . . . . (243,000) 200,000 

Charged against 
(credited to) 
securities gains 
(losses) . . . . . . . . . . . . . (42,000) 4,000 

Total taxes charged 
in income statement .. $ 4,57 4,000 $ 4,578,000 

These taxes are payable or recoverable as follows: 

Fiscal year ended 

January 1, February 28, 
1977 1976 

Payable currently-
Federal ............. $ 4,714,000 $ 6,472,000 

1,572,000 State . . . . . . . . . . . . . . . . 1,340,000 

Recoverable in the 
future-
FP.deral ............ . 
State .............. .. 

Total taxes charged 

6,054,000 

(1 ,231 ,000) 
(249,000) 

8,1)44,000 

(2,839,000) 
(627,000) 

(1 ,480,000) (3.466,000) 

in income statement .. $ 4,574,000 $ 4,578,000 

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

Deductible California 
franchise taxes 
over (under) those 

Fiscal year ended 
January 1, February 28. 

1977 1976 

accrued on the books . $ 483,000 $ (101 ,000) 
Deductible redemption 

expenses under those 
accrued on the books . ( 1 ,203,000) (3,240,000) 

Deferred taxes provided 
(reversed) on 
undistributed earnings 
of Wesco . . . . . . . . . . . . (319,000) 133,000 

Other timing 
differences . . . . . . . . . . (441 ,000) (258,000) 

Total taxes 
recoverable in 
the future ............ $ (1 ,480,000) ~; (3,466,000) 

Because the Company's ownership of Wesco now 
exceeds 80%, the earnings of Wesco will be included 
in consolidated federal tax returns in future years. 
Consequently, deferred taxes on undistributed 
earnings of Wesco, provided in prior years, have been 

. reversed as of Januar1 1, .1977. 
The provision for income taxes of $4,859,000 for 

the fiscal year ended January 1, 1977 amounted to 
39.9% of pre-tax income of $12,180,000; the provision 
of $4,374,000 for the prior fiscal year represented 
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42.4% of pre-tax income of $10,327,000. Following is a 
summary of the differences between the federal 
statutory rate and these effective percentages: 

Fiscal year ended 

January 1, February 28. 
1977 1976 

Statutory federal 
income tax rate ....... 48.0% 48.0% 

Federal tax benefit 
from dividend 
exclusion .......... · .. 

State income taxes 
(12.6) (13. 7) 

net of federal 
income tax benefit .... 4.8 4.8 

All other, net ........... (.3) 3.3 
Effective income 

tax rate .............. 39.9% 42.4% 
-- --

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

The consolidated balance sheet includes prepaid 
income taxes of $11,176,000 and $12,935,000 at 
January 1, 1977 and February 28, 1976, resulting 
primarily from (1) deducting certain redemption se:rvice 
expenses for tax purposes when stamps are redeemecl 
and for book purposes when stamps are issued and (2) 
a difference between book and tax accounting for the 
number of outstanding stamps expected to be 
redeemed. 

In March 1976 the Company settled its 
disagreement with the Internal Revenue Service with 
respect to its income tax returns for the fiscal years 
ended in 1969 through 1974, resulting from the 
Service's contentions that the Company (1) overstated 
its liability for unredeemed stamps by overestimating 
the number of stamps issued which would ultimately be 
redeemed and (2) should change its tax accounting 
method to deduct a greater portion of its redemption 
service expenses for tax purposes when stamps are 
redeemed, rather than when issued. The effect of the 
settlement was reflected in the financial statements for 
the fiscal year ended February 28. 1976. In the fiscal 
year ended January 1, 1977 the Company was 
assessed additional California franchise taxes based 
upon the federal settlement. The settlements had no 
effect on the consolidated statement of income, as the 
tax deficiencies constituted timing, rather than 
permanent, differences. 

14 

MOTE 9-Lease commitments and rental expense: 

At January 1, 1977 minimum rental commitments are as 
follows: 
For the fiscal year ending 

approximately December 31-
1977 ............................. $2,319,000 
1978............................. \,985,000 
1979 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,804,000 
1980 .... :........................ 1,502,000 
1981 ............................. 1,083,000 

For the five fiscal years ending 
approximately December 31-

1986 ............................. $3,007,000 
1991 ............................. 1,140,000 
1996............................. 105,000 

Net rental expenses were $4,845,000 and 
$4.420,000 for the fiscal years-ended January 1, 1977 
and February 28. 1976. 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 
$1,504,000 and $1,547,000 for the fiscal years ended 
January 1, 1977 and February 28, 1976. 

Substantially all of the candy subsidiary's leases 
are, based on current assumptions, considered 
"financing leases" as defined by the Securities and 
Exchange Commission. The respective present values 
of aggregate rental commitments (including estimated 
future percentage rentals) of these leases were 
approximately $15,950,000 and $12,602,000 at 
January 1, 1977 and February 28, 1976. 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 effects on net income 
assuming th.e leases had been capitalized at inception, 
would not have been material. 

NOTE 1Q-Legal proceedln;s: 

The Company was 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. In December 
1976 an order of the California Supreme Court 
dismissing the class action portion of the suit became 
final. Any further proceedings by plaintiffs would 
involve immaterial amounts. 

A purported class action was filed under federal 
securities laws on November 10, 1970 against the 
Company and certain of its present and former 
stockholders and directors, on behalf of retailer users of 



Blue Chip Stamps who failed to purchase securities of 
the Company in a 1968 offering to retailer users. The 
complaint alleged darnages to plaintiffs of $2~:400,000, 
together with exemplary damages of $25,000,000, 
interest, attorneys' fees and costs, and prayed that 
plaintiffs have the right to pl]rchase securities of the 
Company on the terms of the 1968 offering. The f;deral 
action was concluded on June 9, 1975, when the 
United States Supreme CoLrrt held that the purported 
class did not have standing to bring such an action. On 
june 21, 1971 a substantially identical action based on 
C'tlifornia law was filed in Los Angeles County Superior 

' C6urt. On August 13, 1976 an order was entE:red by the 
cbUrt graiJting the Company's matron to dismiss the 
action bc;sed on the ground that plaintiffs had not 
complied with the requirements of California law to 
bring the actiCJn to trial within five years from the date of 
its filing. Plaintiff has filed notice of appeal from the 
Court's ruling. In the opinion of counsel, on the current 
'.~tate of the record and the law, the appeal should be . 
·defended successfully and, in the unlikely event tha( . 
the plain',iff should prevail on the appeal;•rhere would 
be substantial defenses on the merits. 

NOTE 11-Event subsequontto January ,1, 1977: 

On February 17, {,;77 theCompany, through a newly 
organized, wholly owned subsidiary, entered into an 
agreement to purchase the newspaper assets, subject 
to certai011iabilities, of the Buffalo (New York) Evening 
News for approximately $33,0CO,OOO in cash plljs 
assumption of certain pension obligations. The 
transaction is subject to approval by the Federal 
Reserve Board and is also co:rtingent upon other 
matters. 

The Company has. not provided pro-forma 
financial information based on the assumption that the 
transaction had occurred as of t11e beginning of. the 
current fiscal year for the following principal reasons. 
First, the Company expects that, if the transaction is 
approved, it will finance the purchase mainly by a term 
bank loan which may be supplemented in part by use of 
the Company's available resources. Although 
negotiations are in process, no agreement has been 
reached as to loan amount, terms of payment or interest 
rate. Consequently, the cost of financing the purch?se, 

NOTE 12-Quartorly flnanclallnlum"'tlon-unaudlted: 

either in interest or in the form of reduced income from 
existing investments, cannot be accurately estimated. 
Second, the purchase price significantly exceeds the 
seller's aggregate depreciated cost Qf the assets 

· acquired less tne liabilities assumed. It will be 
necessary to make a study to allocate portions of the 
price paid among assets acquired as well as to 
estimate useful lives of various items of plant and 
equipment for the purpose of computing depreciation. 
It is anticipated (i) that a substantial writeup of the 
tangible assets acquired will occur, (ii) that some 
portion of the total cost of all acquired assets will be 
allocated to subscription lists and goodwill, and (iii) that 
an additional liability will be recorded in an amount 
requiring complex actuarial computations of pension 
obligations. 

Because specific information concerning the 
foregoing is not available, any estimate of what the 
impact on the Company's earnings would have been if 
rhe newspaper assets had been acquired at the 
beginning of the fiscal year is tentative, approximate 
and Vf':ry likely inaccurate. However, management 
estimates-after considering additional depreciation 
expense and financing costs, net of applicable income 
tax benefit, and amortization of goodwill-that ii the 
Company had acquired the newspaper at the 
beginning of its fisc.<~l year ended January 1, 1977 such 
an acquisition would have resulted in a detrimental 
effect on the Company's pro-forma net income 
(including net income of the newspaper operation) of 
something between $500,000 and $1 ,500,000, or $.10 
and $.29 per share, respectively. 

Fortheyear ended Decembef31, 1976, unaudited 
total revenues and net income, as reported by the 
seller, from the operations of the newspaper assets to 
be acquired were approximately $39,600,000 and 
$700,000, respectively. The assets, net of liabilities, 
which are to be acquired for approximately 
$33,000,000, are recorded in the accounts of the seller 
as of December 31, 1976 at approximately 
$20,300,000. The Company's subsidiary will also take 
over pension plans for which seller estimates that 
vested benefits are approximately $4,000,000 in 
excess of plan assets. 

The following interim financial information is furnished pursuant to a new rule of the Securities and Exchange 
Commission. It has not been audited by the Company's independent accountants in accordance with generally 
accepted auditing standards and accordingly they express no opinion thereon. 

14 weeks ended 
,january 1, 

1977 

Total revenues .................. , ......... $32,901,000 
Cost of sales and redemptions . . . . . . . . . . . . • . 15,708,000 
Equity in net income of Wesco . . . . . . . . . . . . . . 1,664,000 
Net income .... , . . . . . . . . . . . . . . . . . . . . . . . . . . 5,915,000 
Net inco;ne per share . . . .. . . . . . . . . . . . . . . . . . $1.14 

September 25. 
t976 

$13,718,000 
6,760,000 
1,018,000 
2,186,000 

$.42 

13 weeks ended 

June 26. 
1976 

$20,777,000 
10,607,000 

979,000 
2,729,000 

$.53 

March 27. 
1976 

$20,926,000 
13,283,000 

798,000 
873,000 

$.17 

The amounts shown for the first and second quarters have not previously been reported due to the change in 
iiscal yearend explained in Note 1. 
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Report of Independent Accountants 

To the Board of Directors and 

Stockholders of Blue Chip Stamps 

Co. 

March 10, 1977 

We have examined the consolidated balance sheet of Blue Chip Stamps and its 

consolidated subsidiary as of January 1, 1977 and February-28, 1976, 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 auditing standards and accordingly included 

such te;ts 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 for on the equity 

method in the consolidated financial statements (Note 2). These 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 solely upon such report. 

In Ol.{( opinion, based on our examinations and the report of other independent 
accountants, the consolidated financial statements present fairly the financial 

position of Blue Chip Stamps and its consolidated subsidiary at January 1, 1977 
and February 28, 1976, and the results of their operations and the changes in thidir 

financial position for the fiscal years then ended, in conformity with generally 

accepted accounting principles consistently applied. 
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1. 

Item 1. Business 

(a) Wesco Financial Corporation (Wesco) was incorporated on 
March 18, 1959. Its principal business is the ownership of all 
of the outstanding Guarantee Stock of Mutual 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 Mutual 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 extended coverage 
property insurance and mortgage life insurance. Mutual also owns 
an inactive service cor~oration. 

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 $44,926,000 in 
1976 compared to an increase of $26,953,000 in 1975. In 1976, 
Mutual's loan portfolio decreased $25,865,000 compared to a 
decrease of $16,006,000 in 1975. 

(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 160 
persons at December 31, 1976. 

(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. 



2. 

Item 2. Summary of Operations 

(a) The summary of operations of Wesco Financial Corporation and 
subsidiaries (consolidated) for the year ended December 31, 1976 
and four prior years is incorporated by reference to the annual 
report included in Item 10. 

Dividends declared (based on 2,373,269 shares outstanding before 
the announced 3-for-1 stock split) by Wesco Financial Corporation 
for the year ended December 31, 1976 and four prior years were as 
follows: 

Year ended December 31 

Description 1976 1975 1974 1973 

Cash dividends $1,662,000 1,424,000 1,187,000 1,075,000 

1972 

Stock dividends -
market value at 
declaration date 1,780,000 1,883,000 

(b) Not applicable. 



3. 

Item 3. Properties 

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

Head Office located at 315 East Colorado Boulevard, Pasadena, California 91109, 
leased by Mutual from Wesco, which is its parent company, under lease which 
expires June 14, 1984. 

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 Hutual with: one ten-year and two five-year options, the last of which 
will expire June 12, 1981. 

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

Canoga Park-Chatsworth Office located at 8393 Topanga Canyon Boulevard, 
Canoga Park, California 91304, leased by Mutual under a lease with a term to 
~~y 31, 1980. The options to May 31, 1980 have been executed and four additional 
consecutive five-year options to May 31, 2000 have been agreed upon. 

Thousand Oak;; Office located at 1330 Moorpark Road, Thousand Oaks, California 
91360, leased by Mutual under a twenty-y•~ar lease to March 31, 1993, with a 
five-year renewal option. 

Capistrano-San Clemente Office located at 570 Camino de Estrella, San Clemente, 
California 92672, leased by Mutual under a twenty-year lease with options for 
three additional five-year terms vhich will run through December 4, 2010. 

Vista Office is presently located at 1020 East Vista Way, California 92083. 
The present lease runs .through November 9, 1977 with six'.month options to 
May 10, 1979. Negotiations have been completed and this office will move to a 
new location in an existing building adjacent to the present one at 1010 East 
Vista Way. 

Santa Ana Office located at 631 North Main Street, Santa Ana, California 9270t, 
leased by Mutual under a lease to November 1, 1978, with three three-year options 
to November 1, 1987. 

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



4. 

Fountain Valley Office located at 17900 Magnolia Street, Fountain Valley, 
California 92708, leased by Mutual under a lease to 1991 with options to 2006. 

Lake San Marcos Office located at 1143-322 San ~illrino Drive, Lake San Marcos, 
California 92069, leased by Mutual for a five-year period which expires 
November 30, 1979, with one five-year option. 

Upland Office located at 160 West Foothill Boulevard, Upland, California 91786, 
was acquired by foreclosure in 1976 and is now owned in fee simple. 

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 is presently located at 119 East Ivy, Fallbrook, California 
92101. The present lease runs to October 31, 1977 with additional options to 
October 31, 1981. Mutual has acquired property at 116 through 124~ South Main 
Street in Fallbrook, where it will build a permanent office. 

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

(b) Not applicable. 
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It.em 4. Parents and 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 Hutual 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, Hutual Savings and Loan Association, et al. 

Hutual financed a large tract development called Friendly Valley. 
After some of the units had been completed and sold, the developer 
defaulted. Hutual 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 Hutual allegedly constructed and sold residential 
units. This action was filed November 3, 1972 by American against 
Hutual and those claiming interests in the property covered by the 
alleged easement. Wesco is named as a defendant only because it is 
a trustee on several deeds of trust on portions of the property. 
This case has been consolidated for trial with the case of American 
Savings and Loan Association vs. Title Insurance and Trust Company, 
Hutual Savings and Loan Association, et al. (see Item (b)), and has 
been transferred to the Central District of the Los Angeles Superior 
Court. A settlement of this matter, and of Item (b) which follows, 
has been orally agreed to with counsel for American Savings and Loan 
Association and settlement documents have been prepared and forwarded 
to said counsel. Said settlement involves Hutual granting an 
easement to A~erican through a portion of the property which it has 
in the Friendly Valley area and putting in-a road on the portion of 
this easement up to Hutual's property line. 

(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 

This action, filed November 8, 1972, arises out of substantially 
the same alleged factual situation as Item (a) above, plus the Title 
Insurance and Trust Company issued policies of title insurance to 
the individual homeowners without referring to American's alleged 
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easement and Mutual idemnified the Title Company in connection 
with the issuance of such policies. This case has been consolidated 
with that described in 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 all 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. The case is in a dormant status. 

(d) Kern 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. Nutual case 
(listed in Item (c) above). The case is pending. 

(e) Sylmar Company et al. vs. Robertson's Apartment Builders, Inc., 
Mutual et 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 
reason of defective construction of the apartment house. The action 
is filed against the contractor of the apartment house and against 
Mutual. The theory as against Hutual 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. 
Thera 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. There are eight causes of action in the 
complaint and only one is directed against Mutual. Damages claimed 
in the complaint as against Mutual, as alleged "will exceed the sum 
of $2,000,000". Plaintiffs are also claiming punitive damages in the 
amount of $1 million against Hutual. However, plaintiffs' lawyer 
has agreed to eliminate the claim for punitive damages. This matter 
is being handled by Hutual's insurance carrier. The case is pending. 
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(f) Conde Investment Corp. vs. Hutual Savings and Loan Association 
San Diego Superior Court -- Case No. 363798 

Cesco Development Corp. vs. Hutual Savings and Loan Association 
San Diego Superior Court -- Case No. 363799 

These two actions brought by two corporate purchasers, which app~rently 
are owned by the same principals who purchased unimproved land from 
Hutual Savings in the Lake San Harcos Area, San Diego County and gave 
back to Hutual Savings as part of the purchase price, promisGory notes 
secured by deeds of trust. The actions claim a violation of the 
Subdivision Hap Act in the sale of the parcels to these two plaintiffs. 
These cases seek a total aggregate sum of $1,800,000 in money damages. 
A demand has been ma.de on Hutual Savings' liability carrier and on the 
Title Insurance Company to defend this case. 

Mutual's counsel believes there are meritorious defenses to these 
actions and, based on the facts presently available, Hutual believes that 
losses, if any, would not be material. 

Item 6. Increases and Decreases in Outstanding Equity Securities 

(a) As of December 31, 1976, there has been no 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 ended 
December 31, 1973. 

(b) Not applicable. 

Item 7. Approximate Number of Equity Security Holders at December 31, 1976 

(1) 

Title of class 

Capital stock par value $1 

(2) 
Number of 

record holders 

1, 779 



B. 

Item 8. Executive Officers of the Registrant 

(a) As stated at Item 1 (a) of this Form 10-K, Hesco 1 s principal 
business is the ownership of all the stock of Nutual. 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 Hesco 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 

Louis R. Vincenti 

Bette Deckard 

John R. Armetta 

H. R. Dettmann 

P. E. Lynn 

Robert E. Sahm 

Age 

71 

57 

56 

54 

64 

49 

Position 

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

Secretary-Treasurer since April, 1975. 

Vice President, Property Development 
since April, 1973. 

Vice President, Operations since October, 
1976. 

Vice President, Loan Processing since 
April, 1969 

Vice President, Building Management since 
July, 1971. 

Item 9. Idemnification of Directors and Officers 

Hesco 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 Caudy 
Shops, Incorporated. 
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Item 10. Exhibits, Financial Statements and Schedule 

WESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Accountants' Report 

Index to Financial Statements and Schedule 

Financial Statements: 

Consolidated Financial Statements of Wesco Financial Corporation and 
Subsidiaries, December 31, 1976 and 1975 (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 l-lesco Financial Corporation under 
the Securities Exchange Act of 1934. 

l-Ies co Financial Corporation: 
Balance Sheets - December 31, 1976 and 1975 
Statements of Earnings -Years ended December 31, 1976 and 1975 
Statements of Changes in Financial Position - Years ended 
December 31, 1976 and 1975 

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 statements 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 Harch 18 1977 
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Headquarters building ol Wesco Flmmcial Corporation and Mutual Savings- Pasadena's City Halllr foreground 
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TO THE STOCK.HOLDERS OF 
WESCO FINANCIAL CORPORATION 

Consoliddted net earnings of Wesco Financial 
Corporati•Jn and its subsidiaries for 1976 .amounted 
to $5,516;ooo ($2.32 per share) compared to $4,351,-
000 ($1.83 per share) in 1975. Quarterly earnings 
per share were: 

First Second Third Fourth 
Quarter Quarter Quarter Quarter Year 

1976 $As .60 .53 .6'1 2.32 
1975 .35 .35 .54 .57 1.83 

Total savings in Mutual Savings increased $44,-
926,000 in 1976 compared with an increase of 
$25,953,000 in 1975. Out-of-state savings were 
$52,508,000 (13% of total savings) at December 31, 
1976 compared with $52,313,000 (14.5% of total 
savings) in 1975. Substantial growth of savings in 
1977 is expected. 

Cost of savings and cost of funds (savings and 
borrowings) continued to increase in 1976 as did 
the yield on the loan portfolio of Mutual Savings, 

1976 1975 1974 1973 1972 
Cost of Savings 
Cost of all funds 
Yield on loans at 

6.35% 6.29 6.00 
5.43 6.41 6.25 

5.60 
5.69 

5.56 
5.59 

year end 7.70 7.55 7.36 7.17 7.03 

Real estate loans made during 1976 totaled 
$42,386,000 compared with $36,317,000 in 1975. 
Loans in process and firm loan commitm:;nts, which 
at December 31, 1975 were $1,643,000, increased to 
$3,260,000 at December 31, 1976. 

On December 291 1976, Wesco, the parent com
pany, borrowed the sum of $5,SOO,OOO payable in 
monthly installments, including interest at 91/4%, 
for a period of thirty years. AI December 31, 1976, 
Wesco's cash and short-term securities, at the parent 
cornprmy level, were $21,070,000, compared with 
$14.458,000 at December 31,1975. Search for suitable 
opportunities for investment of a substantial portion 
of these funds has been underway for sometime 
and may result in a major corporate acquisition. 

Mutual Savings in 1976 continued its program to 
diversify its assets by investing an additional $2,009,-
000 in public tJtility preferred stocks, $2,142,000 in 
mtJnicipal bonds and $14,809,000 in the purchase 
of· 1,044,900 shares of common stock of Federal 
Nalionallvlortgage Association (FNMA). 

At year end 1976 the amotJnt invested in stocks 
and bonds by Wesco and Mutual Savings on a con
solidat.ecl basis and their market value and unrealized 
gain were: Market Unrealized 

Cost Value Gain 

Preferred stocks $25,215,000 28,488,000 3,273,000 
Common stocks 14,809,000 17,763,000 2,954,000 
Municipal bonQs 6,696,000 7,738,000 1,042,000 

Total $46,720,000 53,989,000 7,269,000 
Wesco and Mutual Savings have increased cash 

and short-term markete1ble securities due in one 
year or less. Total investment of the stocks, bonds, 
cash and short-term marketable securities at year 
end is: 1~76 1975 
Stocks and bonds $ 46,720,000 29,613,000 
Cash and marketable 

securities 

Total 
108,433,000 47,804,000 

$155,153,000 77,417,000 

1 

Further information CfJhcerning these assets and 
income therefrom is included in Management's 
Discussion in this Annual Report. 

Properties acquired by foreclosure were $3,321,-
000 at December 31,1976 compared with $3,285,000 
at December 31, 1975. A commercial property, 
acquired in 1975 with a book cost of $289,000, has 
been sold with the escrow scheduled to close in 
1977 at a profit of approximately $150,000. Property 
at Upland, California, occupied by our branch 
office, was acquired by foreclosure in 1976 at a 
book cost of $293,000. We expect to retain owner
ship of this parcel. Our occupancy expense will be 
less than was being paid under a prior renta_l ar
rangement. A one-half interest in a modern shop
ping center1 motel and restaurant at Lake San 
Marcos, acquired by foreclosure, has a book value 
at December 31, 1975 of $816,000 and in 1975 
produced a net profit of $144,000, a return of 18% 
on cost. 

The remaining balance of the foreclosed property 
account at December 31, 1976 was $1,923,000 and 
consists of vacant land at S.mta Barbara, Friendly 
Valley in Los Angeles county and Lake San Marcos 
in San Diego County, with book values of $955,000, 
$521,000 and $347,000 respectively. We are pro
cessing development plans for the vacant land at 
Santa Barbara and Friendly Valley and hope to 
commence construction of residences at Santa 
Barbara in the fall of 1978 and at Friendly Valley 
in the fall of 1977. No profit will be realized from 
these developments during 1977. We believe it will 
be possible to dispose of the remaining vacant land 
at Lake San Marcos during 1977 and 1978. 

Blue Chip Stamps, by a tender offer expiring 
January 27, 1977, acquired 373,730 shares of Wesco 
and is now the owner of 1,901,029 shares (80.1% of 
all shares). This resulted in delisting by the New York 
Stock Exchange. Trading of Wesco stock commenced 
on March 7, 1977 on the American Stock Exchange. 

On January 18, 1977, Wesco increased its regular 
quarterly cash dividend from $.17V2 per share to 
$.21 1/2 per share payable March 10, 1977 to share
holders of record at the close of business on February 
18, 1977 on 2,373,259 shares then outstanding. A 
3-for-1 stock split in the form of a 200% stock divi
dend was declared by Wesco with distribution to be 
made on April 4, 1977 to shareholders of record on 
March 18, 1S77. 

Mutual Savings, which has sixteen offices, did not 
open any new branch offices during the year 1976. 
Applications are pending for s;;tellite branch offices 
in a proposed retail shopping center in Pasadena and 
in an existing new shopping center in Glendale. 

A nsummary of Operations" for a five-year period 
is presented on page 2, followed by 11Management'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 
C.:hairman of the Board and President 



WESCO FINANCIAL CORPORP1.TION 
AND SUBSIDIARIES 

Summary of Operations 
Year ended December 31, 1976 and four prior years 

Revenues: 
Interest on loans ..•...... : . •... 
Loan fees and service charges ... 
Interest on marketable securities .. 
Dividends on common and prefer-

red stocks ...... , .••......... 
Interest and dividends on invest

ments required by law , ••...... 
Nut gains (losses) on sales of mar-

ketable securities ........... . 
Operations and net gains from sa/as 

of real property , .•........... 
Other income, net ...•..•....... 

Expenses: 
General and administrative ex-

penses . . . • . . . • . . . . . . .•.... 
Interest on savings deposits ..... . 
Interest On notes payable .•.•.... 

Earnings before 1axos on income 

Taxes on income: 
Current ...................... . 
Deferred ..................... . 

Net earnings ..•............. 

Earnings per capital share 
Based on 2,373,269 shares out

standing before announced 3-for-
1 stock split .........•....... 

Based on 7,119,807 shares out
standing adjusted for announced 
3-for-1 stock split ............ . 

Cash dividends per capital share 
Based on 2,373,269 shares out

standing before announced 3-for-
1 stock split ...•........•..... 

Based on 7,119,807 shares out
standing adjusted for announced 
3-for-1 stock split . , ......... . 

FINANCIAL DATA AT YEAR END 

Total assets ...........•......... 
Real estate loans .........•....... 
Savings deposits ................ . 
Shareholders' equity .•...•........ 
Book value per share• ........•... 

1976 

$ 27,521,000 
1,663,GOO 
5,135,000 

3,108,000 

486,000 

26,000 

1,082,000 
370,000 

39;391,000 

4,944,000 
24,428,000 

1,902,000 

31,334,000 

8,057,000 

2,283,000 
258,000 

2,541,000 
$ 5,516,000 

$ 2.32 

$ .77 

$ .70 

$ .233 

$5~3,348,000 

$344,567,000 
$404,996,000 
$ 77,072,000 
$ ~2.48 

1975 

28,438,000 
1,362,000 
3,171,000 

1,953,000 

519,000 

( 62,000) 

909,000 
3?0,00D 

36,610,000 

4,710,000 
21,844,000 

2,628,000 

29,182,000 

7,428,000 

3,735,000 
(658,000) 

3,077,000 

4,351,000 

1.83 

.61 

.60 

.20 

470,127,000 
371,041,000 
360,070,000 

73,218,000 
30.85 

•soak value per share IS basel! 011 2,373,269 3hares outstanding at December 31, 1976. 
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'1974 

28,463,000 
1,542,000 
3,202,000 

974,000 

533,000 

(429,000) 

593,000 
302,000 

35,180,000 

4,208,000 
20,419,000 
~64,000 

27,991,000 

7,189,000 

3,262,000 

3,262,000 

3,927,000 

.55 

.50 

465,646,000 
386,398,000 
333,117,000 
70,29~,000 

29.62 

1973 

27,450,000 
1,786,000 
2,950,000 

463,000 

462,000 

( 72,000) 

831,000 
419,000 

34,289,000 

3,702,000 
20,001,000 
1,313,000 

25,016,000 

9,273,000 

4,263,000 
402,000 

4,665,000 

4,608,000 

1.94 

.453 

.151 

451, 980,000 
387,165,000 
345,530,000 

67,551,000 
28.46 

1972 

25,318,000 
2,662,000 
2,362,00(1 

185,000 

251,000 

2,000 

622,000 
385,000 

31,787,000 

3,436,000 
19,304,000 

611,000 

23,351,000 

8,436,000 

3,010,000 
1,082,000 

4,100,000 

4,336,000 

.61 

448,240,000 
367,679,000 
361,272,000 

64,018,000 
26JJ8 



Management's Discussion and Analysis of Summary of Operations 

The accompanying Summary of Operations covers 
the five years ended December 31, 1976. 

The principal business of Wesco Financial Corp
oration (Wesco) is the ownership of all of the 
outstanding stock of Mutual Savings and Loan 
Association (Mutual 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 Mutual Savings 
are located. This block is fully improved with a 
9-story modern office building, a 420-car garage and 
~our ret_ail stores. Wesco, the parent company, 
mvests 1ts cash funds in short-term marketable 
securities. Mutual Savings' principal business is the 
lending of money secured by first liens on real estate 
(principally residential) to enable borrowers to pur
chase, construct, or refinance real property. Funds 
are provided by savings deposits, principal pay
ments on existing loans, borrowings 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, 1976, 1975 and 
1974 were 7.70%, 7.55% and 7.36% respectively. 
Total real estate loans outstanding at the end of 
such years were $347,244,000, $374,011,000 and 
$389,167,000. 

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

1976 1975 1974 -
loan fees s 701,000 7211000 8SB,OOO 
Commitment fees 89,000 
Escrow and clerical fees 130,000 47,000 102,000 
Prepayment charges 568,000 314,000 334,000 
late charges 70,000 82,000 59,000 
Other charges 194,000 198,000 100,000 

$1,663,000 1,362,000 1,542,000 

Loan fees consist of fees currently earned plus 
transfer of unearned fees to earnings. Unearned !oan 
fees at year end have decreased from $1,075,000 in 
1974 to $812,000 in 1975 and to $648,000 in 1976 
and was caused by transfer to earnings of an amount 
considerably in excess of additions to the unearned 
loan fee account. Transfer to earnings was $409 000 
in 1974, $342,000 in 1975 and $245,000 in 1976. 

INTEREST ON MARKETABLE SECURITIES. Invest
ments have consisted principally of certificates of 
deposit of major banks, short-term bank obligations, 
banker's acceptances, United States Government 
bonds, notes, bills and agency securities and state 
municipal bonds. Maturity of these marketable 
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securities, other than municipal bonds, has been 
less than one year. 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 de
penden1 on the cash flow available for investment 
and the amount committed for investment in real 
estate loans. 

Mutual Savings increased its holdings of state and 
municipal bonds by approximately $2,142,000 dur
ing 1976 to a total on December 31, 1976 of 
$6,696,000 at cost and $7,738,000 at market value. 
The unrealized appreciation included in the latter 
figure of $1,042,000, up from $78,000 at the previous 
year end, rdlects the favorable conditions which 
existed in the tax-exempt bond market in 1976. 
The average maturity of Mutual Savings' tax-exempt 
bond portfolio is just over twelve years, the current 
return on our inves~ment is 7.84%, and interest 
ir.come for 1976 was $486,000 compared with 
$54,000 for 1975. The amount invested in all such 
marketable securities at December 31 for the years 
indicated is as follows: 

Municipal bonds 
Other marketable 

securities 

1976 1975 1974 

s 6,696,000 4,554,000 

106,912,000 44,220,000 34,019,000 

DIVmENDS ON COMMON AND PREFERRED 
STOCK. During 1976, Mutual Savings invested 
$14,80,9,000 by purchase of 1,044,900 shares of com
mon stock of Federal National Mortgage Association 
(FNMA). At December 31, '1976, the market value of 
the stock was $2,954,000 in excess of cost. In 1976 
FNMA paid quarterly dividends of .$.22 per share, a 
return of 6.57% on cost. The dividend rate was 
increased to $.25 per share for the first quarter of 
1977. During 1977 to March 3, Mutual Savings has 
purchased an additional 605,100 shares at a cost of 
$9,706,000, resulting in a total investment of $24,-
736,000. The investment in stock of FNMA by 
Mutual Savings is, by law, limited to 5% of its 
assets which at December 31, 1976 was approxi
mately $25,000,000. FNMA is a U. S. Government 
sponsored corporation whose prirnary function is 
providing a secondary market for FHA and VA 
mortgages. Its stock is listed on the New York Stock 
Exchange. 

During 1976, $2,009,000 of additional funds were 
invested in public utility preferred stocks increasing 
the holdings of Mutual Savings and Wesco to 
$25,215,000 ($267,000 in Wesco) at cost on Decem
ber 31,1976 with an annual yield of 10.10%. Reflect
ing the strength in the market for preferred stocks, 



the market value of these securities at year end 
was $28,488,000, including unrealized appreciation 
of $3,273,000 up from $619,000 a year earlier. Mutual 
Savings' portfolio of preferreds is limited by regu
lation to 5% of its assets, which at December 31, 
1976 was approximately $25,000,000. It is the pre
sent intention of management to maintain that 
position. Instances may arise from time to time in 
which the Company's position can best be pro
tected by selling some of these preferred stocks in 
the market resulting in the realization of a portion 
of the difference between the cost and the market 
value of these securities. In particular, the redemp
tion features, which apply to all these preferreds, 
are being considered carefully with regard to the 
continued retention of the holdings. 

The amounts invested at year end were: 
1976 1975 1974 

Common stocks $ 14,809,000 1,853,000 5,079,000 
Preferred stocks 25,215,000 23,206,000 12,900,000 

Total $ 40,024,000 25,059,000 17,979,000 

The annual dividend income from such invest-
ments was: 

Common stocks 
Preferred stocks 

1976 197S 

$ 671,000 194,000 
2,437,000 1,759,000 

1974 

745,000 
229,000 

Total $ 3,10R,OOO 1,953,000 974,000 

85% of the dividend income from stocks is de
duc'ible in computing Federal income taxes. Divi
dend income will increase in 1977 beca~tse of 
planned additional investment and the increased 
dividend by FNMA. 

INTEREST AND DIVIDENDS ON INVESTMENTS 
REQUIRED BY LAW. This source of income consists 
of dividends received on stock of the Federal Home 
Loan Bank of San Francisco and interest received 
on our secondary reserve held by the Federal Sav .. 
ings and Loan Insurance Corporation. A dividend 
of $229,000 was declared in 1974, $198,000 in 1975 
and $171,000 in 1976 all in the fourth quarter. The 
variation in amount of interest on the secondary 
reserve has been nominal. 

NET GAINS (lOSSES) ON SALES OF MARKETABLE 
SECURITIES. A loss of $429,000 taken on sale of 
securities in 1974 is accounted for by two trans
actions. In order to Improve the quality and yield 
on public utility preferred stocks cwned, some sales 
were made at a loss of $171,000 and the funds 
reinvested in other preferred stocks considered of 
better quality and providing a higher yield. Gov
ernment and agency obligations were sold at a loss 
of $256,000 and proceeds reinvested so as to reduce 
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the time to maturity. The loss of $62,000 in 1975 and 
the gain of $26,000 in 1976 is due principally to 
sales of securities with the proceeds being used to 
purchase more desirable issues. 

OTHER INCOME. The principal portion of other 
income is rentals derived from the Pasadena busi
ness block, owned by Wesco, in which the head 
office of Mutual Savings is located. This income, 
reported on a net basis after applicable expenses, 
was $255,000 for the year 1976, $288,000 for the 
year 1975 and $206,000 for the year 1974. All 
rentable space has been now leased and full oc
cupancy will occur by May 1, 1978. Leases contain 
a provision for increase of rents as costs of operation 
and maintenance increase. Some improvement in 
net rental income will occur in 1977 and future 
years. 

OPERATIONS AND NET GAINS FROM SALES OF 
REAL PROPERTY. Mutual Savings, over a period of 
years, has acquired real property by foreclosure. 
Some of the vacant land so acquired was disposed 
of from tirne to time and, on other occasions, 
residential units were built thereon. No construction 
occurred during 1976. Operations and net gains 
from the sale of real property and the sources 
thereof was as follows: 

1976 1975 1974 
Gain on sales taken 

directly into income $ 81,000 106,000 181,000 
Amortization of 

unrealized profit 962,000 814,000 410,000 
Rental income 136,000 151,000 108,000 
Maintenance and sales 

expense (97,000} (162,0001 (106,000) 

Total $1,0821000 909,000 593,000 

Unrealized profit on the sales of real property at 
year end was: 

1976 1975 1974 

$ 276,000 1,025,000 1,404,000 

During the next several years income from sales 
will be limited to that realized from sales then made 
and no addition to earnings is expected from the 
unrealized profit of $276,000 on hand at December 
31, 1976. Rental income from operations should 
continue in future years. Maintenance and sales 
expenses will decrease as vacant land is disposed of. 

GENERAL AND ADMINISTRATIVE EXPENSES. Gen
eral and administrative expenses increased $502,000 
in 1975 and $234,000 in 1976 as compared to the 
respective prior years. Business expenses were 
12.6% of gross income in 1976, 12.9% in 1975 and 
12% in 1974. The increases were occasioned prin-



cipally by inflation, the expense of opening and 
operating four additional offices in 1974, three ad
ditional offices in 1975 and the cost of computeriz
ing our accounting system. 

INTEREST ON SAVINGS DEPOSITS. Total savings 
and interest paid thereon for the past three years 
were: 

Total savings 
Interest on savings 

1976 1975 1974 

$404,996,000 360,070,000 333,117,000 
24,428,000 21,844,000 20,419,000 

Savings deposits are summarized at December 31 
by interest 1·ates as follows: 

1976 1975 1974 --5%% 37% 38 36 
sv2 1 1 2 
53/ .. 4 3 3 
6 5 10 23 
61h 12 11 8 
63/ .. 3 4 3 
7 1 1 1 
7Vl 29 27 22 
?J/4 8 5 
Over 7l/4 2 

100% 100 100 

Total savings are expected to increase during 1977 
with a slight increase in the percentage of higher 
rate accounts. 

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 
1976 from 7'/•% to 91/4%, in 1975 from 7'/•% to 
10'/2% and in 1974 from 71h% to 12%. The total 
of notes payable at year end for the past three 
years and the interest paid in each year was: 

Notes pa}•able 
Interest thereon 

1976 197S 1974 

s 31,356,000 26,210,000 50,975,00(! 
1,962,000 2,628,000 3,364,000 

TAXES ON INCOME. Taxes on income were 31.5% 
of earnings before taxes on income in 1976, 41.4% 
in 1975 and 45.4% in 1974. Total tax expense varies 
with the increase or decrease in pre-tax accounting 
income adjusted for permanent differences (gen
erally non-taxable revenue or non-deductible ex
pense items). The main reason for the decreasing 
effective tax rates is the 85% dividends received 
deduction on common and preferred stock. This 

deduction has increased as the investment in pre
ferred stock has increased. In addition, in 1976 and 
1975, income earned on municipal obligations was 
tax exempt and gains on sales of foreclosed property 
increased compared io 1975 and 1974. 

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: 

1976 1975 1974 
Computed "expected" 

Federal lilXes 
Increase (reductions) in 

taxes r"esulling from: 

$3,867,000 3,565,000 3,451,000 

Net gains on sales of 
foreclosed real 
prop~rty 

State franchise tax net 
of Federal income 
tax benefit 

Dividends received 
deduction on 
common and 
preferred stocks 

Interest on municipal 
obligations 

Other permanent 
differences 

Taxes on income 

459,0001 

484,000 

(1,268,000) 

233,000) 

150,000 

$2,541,000 

278,000) 219,000) 

418,000 422,l\?O 

796,000) 397,000) 

25,000) 

193,000 5,000 

3,077,000 3,262,000 

Deferred tax expense was $258,000 in 1976, 
($658,000) in 1975 and nil in 1974. The primary 
reasons for the changes in deferred taxes are defer
red loan fees and accrued investment income. 
Recognition of loan fee income has been greater for 
tax purposes than for financial statement purposes 
the past three years. Recognition of investment 
income was greater for tax purposes than for finan
cial statement purpose's in 1975 and 1974; however, 
in 1976, inve~tment income recognized for financial 
statement purposes was greater. 

STOCK MARKET DATA. The following table indi
cates the quarterly high and low prices for Wesco's 
capital stock on the New York Stock Exchange for 
the last three years. 

1976 1975 1974 

Quarter Ended High Low High Low High low 

Mi'!·t;h 31 15'/n 10 11 3/.; 83/11 1S 11'/o 
June 30 15% 13 '/4 12 10'l's 15 9S/a 
S~ptember 30 15V' 13l/a 11'lo 9 13V2 6'/4 
D'ecember 31 20 15 1h 101/8 B'la 9J/4 7 1h 

A copy of Form 10-K for 1976, filed with the Securities and bchange Commission, i~ available wilhnut charge upon a stocldmldcr's wriltcn request 
addressed to Mrs. Dolores Henderson, Assistant Secretary, Wesco Financial Corporation, 315 East Colorado Boulevard, Pasadena, California 91109. 
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Consolidated Balance Sheets 
December 31, 1976 and 1975 

ASSETS 

Cash ............................................. . 
ShorHerm bank obligations ...•....... , .••.....•..... 
Certificates of deposit and banker's acceptances, at amor-

tized identified cost, which ·approximates market .... 
United States Government and agency obligations, at 

amortized identified cost (quoted market, $9,908,000 
in 1976 and $44,291,000 in 1975) (note 3) .•......... 

Municipal obligations, at amortized identified cost (quoted 
market, $7,738,000 in 1976 and $4,632,000 in 1975) ... 

Investment in common stocks (quoted market, $17,763,000 
In 1976 and $1,567,000 in 1975) (note 11) ........•.. 

!~vestment in preferred stocks (q':Joted market, $28,488,000 
in 1976 and $23,825,000 in 1975) (note 11) .......... . 

Loans receivable, less unearned loan fees, unrealized 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, less allowance for losses of 
$192,000 in 1976 and $251,000 in 1975 ••....•.....•. 

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

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

Office pcoperties and equipment, net (notes 3 and 5) ..... . 
Prepaid expense:; and sundry assets, at cost . , .......•.. 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Savings deposits .•.•..•.....•.•.................... 
Notes payable (note 3) ............................. .. 
Advances by borrowers Jor taxes and insurance .•.....•. 
Accounts payable and sundry accrued expenses •........ 
Cash disbursements to be funded at bank •.......•...... 
Taxes on income (note 4):· 

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

TotBI liabilities ........................ . 

Stockholders' equity (notes 4, 7, 8 and 13): 
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 earr!ngs • , ••••.......•...•..••........ 

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

Commitment, contingent liabilities and subsequent event 
(notes 6,10 and 13) 

See accompanying notes to consolidated financ(al statements. 
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1976 1975 

$ 1,521,000 3,584,000 
16,700,000 

80,262,000 40,000 

9,950,000 44,180,000 

6,696,000 4,554,000 

14,809,000 1,853,000 

25,215,000. 23,206,000 

347, 194,00!) 373,059,000 
3';'o74,ooo 1,581,000 

89,000 288,000 

3,321,000 3,286,000 

3,593,000 3,967,00Q 
4,608,000 4,792,000 
5,059,000 5,080,000 
1,257,000 657,000 

$523,348,000 470,127,000 

$404,996,000 360,070,000 
31,358,000 26,210,000 

479,000 779,000 
1,099,000 1,032,000 

668,000 646,000 

229,000 981,000 
7,449,000 7,191,000 

446,276,000 396,909,000 

2,373,000 2,373,000 
28,068,000 28,066,000 
48,833,000 42,779,000 
77,072,000 73,218,000 

$523,348,000 470,127,000 



Consolidated Statements of Earnings 
Years ended December 31, 1976 and 1975 

Revenues: 
Interest on Joans ...••.....•..•...•...•..••...•.• 
Loan fees and service charges .......•..•..•.....• 
Interest on marketable securities ..•.....•.......•. 
Dividends on common and preferred stocks .•••..... 
Interest and dividends on Investments required by law 
Net gains (losses) on sales of marketable securities ... 
Operations and net gains from sales of real property 

(note 9) ••....•••.....•....•.......•.••.•.. 
Other income, net ....•.....•.....•..•..•..•...•. 

Expenses: 
General and administrative expenses ..........•... 
Interest on savings deposits •.•..• , •........••.. 4. 
Interest on .~Jotes payable , .....•..•....•.••...... 

Earnings before taxes on income .•...•...• 

Taxes on income (note 4): 
Current •...... , ..••.....•......•...•...•.••... 
Deferred .......•....•...••••......•••... , ..•.. 

Net earnings .•.•.•..... , ............•.. 

Earnings per capital share (note 13): 
Based on 2,373,269 shares outstanding before an

nounced three-for-one stock split •.•. , •.••.•.. 

Based on 7,119,807 shares outstanding, adjusted for 
announced three-for-one stock split .......... . 

Cash dividends per share (note 13): 
Based on 2,373,269 shares outstanding before an

!'IOUnced three-for-one stock split .•..•.•.•.•... 

Based on 7,119,807 shares outstan~~!ng, adjusted for 
announced three-for-one stock split .•••......• 

1976 

s 27,521,000 
1,663,000 
5,135,000 
3,108,000 

486,000 
26,000 

1,082,000 
370,000 

39,391,000 

4,944,000 
24,428,000 

1,962,000 
31,334,000 

8,057,000 

2,283,000 
258,000 

2,541,000 
$ 5,516,000 

$ 2.32 

s .77 

$ .70 

$ .233 

Consolidated Statements of Stockholders' Equity 
Year.s ended December 31, 1976 and 1975 

Capital stock (note 13) .............................. . 

Capital surplus arising from stock dividends (note 13) •.... 
Retained earnings: 

Appropriated (notes 4 and B): 
Beginning of year •..•••...•••.•..••.•..•..•. 
Allocation of net earnings ••.••..••....•.•.•.. 

End of year ...•..••.•....... 4 •••••••••••••• 

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

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

Less stoc.k dividends at market value ...........••.. 

Total retained earnings •..•.......•.•••.. 
Total stockholders' equity ••....•.•..••.•• 

See accompanying notes to consolidated financial statements. 

1976 

$ 2,373,000 

28,066,000 

44,130,000 
638,000 

44,76R,DDO 

27,888,000 
( 1,662,000) 

4,878,000 

7 

1975 

28,438,000 
1,362,000 
3,171,000 
1,953,000 

519,000 
( 62,000) 

909,000 
320,000 

36,610.000 

4,710,000 
21,844,000 

2,628,000 

29,182,000 
7,428,000 

3,735,000 
(658,000) 

3,077,000 

4.351.000 

1.83 

.61 

.60 

.20 

1975 

2,373,000 

28,066,000 

43,042,000 
1.088,000 

44,130,000 

26,049,000 
( 1 ,424,000) 

3,263,000 



Consolidated Statements of Changes In Financial Position 

Years ended December 31, 1976 and 1975 

Funds provided: 

Net earnings ....•....•.......•..•...•.•...••.... 
Charges (credits) to earnings not requiring (providing) 

funds: 
Depreciation and amortization ••..•.... ~ ••••.. 
Interest on savings deposits credited to savings 

accounts ..•...•...••.•.•.•••........•. 
FSUC primary premium transferred from second-

ary 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 hi stock of Federal Home Loan Bank .....•. 
Decrease in cash ..•...•...... " •.....••......... 
Other, net ••••......••••..••.••••..•••..•.•.... 

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

Funds used: 

C:ash dividends declared and paid (note 7) .......... . 
Decrease in notes payable •...•••.••....•••.•..... 
Investment ln real estate loans ••..•.•......• ·~ ..•. 
Investment in buildings and other assets ...••. , •...• 
Additions to real property ....................... . 
Increase in stock of Federal Home Loan Bank ....••.. 
Decrease in advances by borrowers for taxes and in-

surance • , .....•...••.••...••.......••..••• 
Increase in marketable securities •••.••..•.•••.•.•• 
Increase In cash .•...•••••...••..•...••..•.....• 
Other, net ••..•.• , •.•...•..•.•..•.. , .•••.••••.•. 

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

See accompanying nates to consolidated financial statements. 
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1976 

$ 5,516,000 

344,000 

18,~37,0l'il 

98,0GO' 
258,000 
(~45,000) 
(962,000) 
(313,000) 

23,231,000 

69,216,000 
81,000 

558,COO 
5,146,000 

820,000 
159,000 

26,389,000 
374,000 

2,085,000 

$127,857,000 
(. 

1,682,000 

42,388,000 
330,000 
406,000 

300,000 
79,799,000 

2,974,000 
$127,857,000 

1975 

4,351,000 

335,000 

16,611,000 

88,000 
(658,000) 
(342,000) 
(814,000) 
(320,000) 

19,251,000 

51,419,000 
79,000 

4,423,000 

843,000 
489,000 

10,342,000 

3,222,000 
90,068,000 

1,424,000 
24,765,000 
36,317,000 

275,000 
1,626,000 

222,000 

350,000 
21,970,000 
3,119,000 

----
90,068,000 



Notes to Consolidated Financial Statements 

December 31, 1976 and 1975 

(1) SummMy of Significant Accounting Policies 
The following items comprise the significant account

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 

Certificates of deposit, banker's acceptances, U.S. 
Government and agency obligations are carried 
at identified cost, adjusted for amortization of 
premium and accretion of discount over the 
term of the security and are not carried at the 
lower of cost or market because it is manage
ment'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 nonconstruction loans and 2% of 
the loan amount plus $200 for construction 
loans. Deferred fees are amortized into income 
by use of the str<iight-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 
thJn ·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 ex
penses, costs of completion or improvement 
and a discount factor to give effect to the cost 
of money are considered iu 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 
estimated useful lives of the various classes of 
assets from the rzspecti~·e dates of acquisition. 
The useful lives used for the principal classes of 
assets are: 

Buildings and Improvements 
Furniture, fixtures and equipment 
leasehold improvements 

10 to 45 years 
4 to 10 years 
l'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 dCCumulated 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 Prope•ty 

Profit on the sale of real property is recognized 
when the buy-er has made an irrevocable com
mitment to the sale and has met certain down 
payment and amortization requirements. In 
general, the down payment requirements range 
from 5% 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. 



-~--------------------·-------

(2) loans Receivable 
loans receivable are summarized as follows: 

Real estate loans on residential 
property of: 

1976 1975 

One to four units (home loans) $259,3071000 273,496,000 
~-\o~e than four units . , . . . . . . 76,184,000 87,250,000 
Real estate loans on other 

properties .. .. .. . . .. . . . .. 11,753,00~ 13,265,000 

less: 
Unearned loan fees ........ . 
Unrealized profit on salr.s of 

real property .. • ......... . 
loans in process ........... . 

347,244,000 374,011,000 

I 648,000! 

I 276,000) 
(1,753,0001 

I 812,0001 

(1 ,025,000) 
11 ,133,000) 

344,567,000 371,041,000 
loans on savings deposits...... 2,627.000 2,018,000 

5347,194,000 373,059,000 

(3) Notes Payable 
The following is a summary of notes payable: 

1976 197S 
Federal Home loan Bank ad

vances, ~~?cured b}' certain real 
estate loans amounting to 
SS9,S86,000 and Federal Home 
loan Bank stock, with interest 
at 7.SO% .. .. .. .. . . .. .. .. .. S 2S,8S6,000 

Note payable, secured by main 
office land, building<j, and as-
signment of lt>a.SC'>, with inter-
est at 9.25°/o ...... , ....... . 

Bank notes due on demand with 
interest principal!}' at prime 
secured by certain murketable 
$Ccuritics and real estute loans 

5,soo,ooo 

s 31,356,000 

Notes payable mature as follows: 
1977 
1978 
1979 
1980 
1981 
ThereaftN 

(4) Taxes on lncume 

26,200,000 

10,000 

26,210,000 

s 3,S24,000 
3,S33,000 
3,S37,000 
3,S41,000 
3,S4S,OOO 

13,676,000 

$ 31,3S6,000 

If certain conditions are nwt, savings ond loon associ
<Jtions, in determining ta~able income, are allowed 
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special bad debt deductions based on specified 
experience fo•:mulas or on a percentage of taxable 
income befoi·e such deduction. The bad debt· 
deduction must be within certain limitations based 
on outstanding loans and the ratio of reserves and , 
undivided profits to savings deposits. Mutual 
Savings has reached such limitat1ons, which pre
clude cleductions from income in arriving at Fed
eral taxes on income. 

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

Appropriated retained earnings at December 31,1976 
and 1975 include approximately $45,578,000 and 
$44,940,000, 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 future these appropriations 
are used for any purpose other than to absorb 
bad debt losses, Federal income taxes will be 
imposed at the then opplicable rates. 

Federal income Lax returns of the Company and 
Mutual Savings for 1972 and 1973 are currently 
under examination by the Internal Revenue Service. 
In the opinion of management, additional tax 
assessments, if any, will not have a material effect 
on the accompanying consolidated financial state
ments. 

Income taxes for 1976 and 1975 include the follow
ing components: 

1976 197S 

Current Deferred Current Deferred ---
Federal $11482,000 129,000 2,867/JOO (S9·1,000) 
State 801,000 1291000 868,000 ( 64,000) 

Total $2,283,000 258,000 3,73S,OOO (658,000) 
-- ---

Deferred taxes result from timing differences in the 
recognition of revenue and expen'f'! for tax and 
financial statement purposes. The sd'urces of these 
differences in 1976 and 1975 and the tax effect of 
each were as follows: 



1976 
Financial stat~ment recognition 

o_f !mm feeS less than tax recog-
mt•on . . . • . . . . . . • . . • . . .. . . . $ (611,000) 

California franchise tax recog
nized for financial statement 
purposes on accrual basis, but 
on cash basis for tax purposes ( 251000) 

FSUC secondary reserve interest 
income recognized on the fi
nancial statements, but defer-
red for tax purposes . . . . . . . . . 55,000 

Investment income recogniZed 
for financial statement pur
poses nn accrual basis, but on 
cash basi~ for tax purposes . . . 857,000 

Other timing differences . . . . . . . ( 18,000) 

s 258,000 

1975 

(290,000) 

(128,000) 

45,000 

(150,000) 
(135,000) 

(658,000) 

A reconciliation of tol<~l income tax and the amount 
computed by applying the U.S. Federal income tax 
rate of 48.% to ea.rnings before Federal and state 
taxes on income follows: 

1976 
Computed uexpccted'' Federal 

taxes . . . • . . . • • • . . • . . . . . • . . . $3,867,000 
Increases (reductioris) in taxes re-

sulting from: 
Net gains on sales of fore-

closed re!ll property . . . . . . . 459,000J 
State franchise tax, net of Fed-

eral income tax benefit . . . . 484,000 
Dividends received deduction 

on common and preferred 
stocks . . . • . . • . . . . . . . . . . • . {1 ,268,000) 

Interest on muni<;ipal obliga-
tion~ ......... _ ....... , -... {133,00:)) 

O:lu~r permanent differences • 150,000 

$2,541,000 

Oifice Properties and Equipment, Net 

1975 

3,565,000 

(278,000) 

418,000 

{796,000) 

( 25,000) 
193,000 

3,07.7,000 

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

1976 1975 

land ........................ 
Office buildings and leasehold 

$1,569,000 1,509,000 

improvements ... ~ .......... 6,134,000 5,989,000 
Furniture, fixture~ and equipment 986,000 919,000 

8,6891000 8,417,000 
Accumulated depreciation and 

amortization .. . . . . . . . . . . . . . 13,630,0001 (3,337,000) 

$5,059,000 5,080,000 

(6) Retirement Plan 

A noncontributory retirement plan is in effect for all 
eligible employees of the Company and it~ sub
sidiaries. Employer contributions are computed 
utilizing the aggregate cost funding method. The 
contributions for 1976 and 1975 approximated 
$111,000 and $87,000, respectively. The actuarially 
computed value of vested benefits as of December 
31, 1976 did not ex.ceed the market value of the 
assets of the retirement fund. 

The retirement plan has been changed effective july 
1, 1976 to comply with the provisions of the 
Employee Retirement lncorne Security Act of 1974. 
Changes were made to various plan provisions and 
actuarial assumptions; however, the effect of such 
changes was immaterial. 

(7) Dividends 

Quarterly cash dividends of $.171/2 per share declared 
and paid during 1976 amounted to $1,662,000. 
Cash dividends declared and paid during 1975 
amounted to $1,424,000. 

(8} Reserve Requirements 

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, 
associations must maintain certain reserves under 
California law. Such reserve requirements were 
met by Mutual Savings as of December 31, 1976 
and 1975. 

(9) Real Estate Operations 

11 

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

1976 1975 

Recognized net gains from sales . $1,043,000 920,000 
Income from rentals .......... 136,000 151,000 

1/179,000 1,071,000 
less maintenance and sales ex-

pense •. _ .................... ( 97,000) (162,000) 

$1,082,000 909,000 



(10) o~ntingent 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· 
com~> of this litigation cannot be predicted; how" 
ever, based on the facts presenr.ly 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 involved in litigation 
arising in the normal course of business. In the 
opinion of management, this litigation in the ag
gregate will not have a. material effect on the 
accompanying •consolidated financial statements. 

(1"1) Marketable Equity Securities 

The investment in preferred stocks of $25,215,000 in 
1976 and $23,206,000 in 1975 includes marketable 
equity sesurities amounting to $12,474,000 and 
$10,500,000, respectively, at cost. All common 
stocks amounting to $14,809,000 in 1!176 and 
$1,853,000 in 1975 at cost, are marketable equity 
securities. At December 31, 1976, market value of 
such marketable equity securities was $3,959,000 
in excess of cost representing gross unrealized 
gains. At December 31, 1975, the difference 
between cost and market value was not material. 

(12) lntetim Period Consolidaied Operating Highlights 

Consolidatedoperati'ng highlights for the respective 
interim three-month reportingperiods for the year 
er\ded December 31,1976 are as follows: 

Three-month reporting period ended 

1\.\ar. 31, jun. 30, Sept. 301 Dec. 31, 
1976 1976 30,1976 1976 

(Unaudited) 
Revenues 59,370,000 9,767,000 10,178,000 10,076,000 
Expenses 8,241,000 8,334,000 8,679,000 8,621,000 

Net earnings -$1,129,000 1,433,000 1,499,000 1,455,000 

Earnings per 
share based 
on 2,373,269 
shares $ .48 .60 .63 .61 

12 

\/ 

(13) Subsequent Event 

On january 18, 1977, the Company announced a , 
three-for-one stock split to be effected in the form 
of a 200% stock dividend. To accomplish this 
stock split, the Company's Articles of Incorporation 
must be amended to increase the authorized num
ber of shares from 2,500,000 shares to 7,500,000 
shares. Subject to majority approval qy share
holders of the amendment to the Articles of .In
corporation, the stock dividend will be distributed 
on April 4, 1977 to shareholders of record at thE 
close of business on March 18, 1977. 

ACCOUNTANTS' REPORT 

The Board of Director$ 
Wesco Financial Corporation: 

We have examined the consolidated balance sheets 
of Wesco Financial Corporation and subsidiaries as of 
December 31, 1976 and 1975 and the related consolidated 
statements of earnings, stockholders' equity and changes 
in financial position for the years then ended. Our exam
ination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests 
cf 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, 1976 and 1975 and the results of their operations 
and the changes in their financial position for the years 
then ended, in conformity with generally accepted ac
counting principles applied on a consistent basis. 

Los Angeles; California 
February 3, 1977 
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Financial Statements: 

HESCO FINANCIAL CORPORATION 
AND SUBSIDIARIES 

Index to Financial Statements and Schedules 

Consolidated FinanCial Statements of Wesco Financial Corporation and sub
sidiaries, December 31, 1976 and 1975 (with accountants' report thereon). 
These consolidated financial statements and the-. accountants' report thereon 
are incorporated by reference in the annti.al report (Fopn 10-K) required to be 
filed by Hesco Financial Corporation unde;: the Securities Exchange Act of 
1934. 

Wesco Financial Corporation: 
Bahnce Sqeets - December 31, 1976 and 1975 
Statements of Earnings - Years ended December 31, 1976 and 1975 
Statements of Changes in Financial l'os.ition - Years ended 

December 31, 1976 and 1975 

Supplemental Information to Notes to Consolidated Financial Statements 
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Rraceived from Affiliates and Other Persons 

Schedules not included have been omitted because they are not applicable or the 
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PE.A.T, MARWICK, MITCHELL & Co, 

>i 

The Board of Directors 
Wesco Financial Corporation: 

CERTIFIED PUBLIC ,ACCOUNTANTS 

ACCOUNTANTS' REPORT 

We have examined the financial statements, supplemental informacion to notes 
and related- schedule of Wesco Financial Corporation. and subsidiaries and Wesco 
Financial Corporation, as listed in the accOI!lpanying index. Our examination 
was made in accordance with generally accepted auditing standards, and accord
ingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in_ the circumstances. 

In our opinion, such financial statements present fairly the financial 
position of Wesco Financial Corporation end subsidiaries at December 31, -1976 
ana 1975, and the results of their operations and the changes in their finan
cial position for the years then ended, and the financial position of Wesco 
Financial Corporation at December 31, 1976 and 1975, and the results of its 
operations and the changes in its financial position for the years then 
ended, all in conformity with generally accepted accounting principles 
applied on a consistent basis; and the supplemental information to notes and 
the supporting schedule, in our opinion, present fairly the information set 
forth therein. 

Los Angeles, California 
February 3, 1977 \_i 



WESCO FINANCIAL CORPORATION 
AND .SUBSIDIARIES 

Parent Company Financial Statements 

Following are the balance sheets of Wesco Financial Corporation (parent only) 
at December 31, 1976 and 197.? and the related statements of earnings and changes 
in financial position for the years then ended: 

Assets 

Cash 

Certificates of deposit and banker's 
acceptances, at amortized identified 
cost, wh:l.ch approximates market o 

U.S, Goverr.men"t and agency obligations, 
at amortized. :identified cost (quoted 
market, 0~11,9391 000 in 1975) 

Investment in common stocks (quoted 
markcet, $1,567,000 i:ti 1975) 

Investment i1i cprefcrred stocks (quoted 
market, $279,000 cin 1976 and 
.$250,000 .in. 1975) 

Real estate loans receivable 

Accrued interest and dividends receivable 

Properties purchased and held for investment, 
at cost 

Investments in subsidiaries, at equity 
~.,: 

Office properties and equipment, net 

Prep'i!.id expenses and sundry assets, 
at. cost 

See accompanying Sl1pplemental information and 
statements of Wesco F:l.nancial Corporation and 

Balance Sheets 

1976 

$ 4,130,000 698,000 

16,940,000 

11,907,000 

1,853,000 

267,000 267,000 

202,000 242,000 

241,000 353., 000 

89,000 89,000 

57,06'4,000 56,731,000 

3,990,000 4,200,000 

497,000 Bb,> 000 
,:7 

$ 83.42o.ooo .zi.Aza.ooo 
~-:::=:-~ 

;t·"__;.c.c-·· 

notes'(to consolidated financial 
subsidiaries. 

Liabilities and Stockholders' Equity 

Note payable 
Loan payable to Mutual Savings 
Accounts payable and sundry accrue.d 

expenses 
Taxes on income: 

Current 
Deferred 

Total liabilities 

St;ockholders1 equity: 
Capit~l 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, contingent liabilities 
and subsequent event 

,, 

$ 

1976 1975 

5,500,000 
2,430,000 

790,000 768,000 

223,000 134,000 
(165,000) (122,000) 

6,348,000 312lo,ooo 

2,313,000 2,373,000 

28,066;poo · 28,066,000 

44,768,000 
31,104,000 

(29,239,000) 
46,633,000 

77 ,on,ooo 

44,130,000 
27,888,000 

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

73,218,000 

$ 83.420.00Q 76.428.000 



WESCO FINANCIAL CORPORATION 
,AND SUBSIDIARIES 

Parent Company Financial Statements, Continued 
0 

Statements of Earnings 

Revenues:: 
Equ:l.ty in earnings of subsidiaries l;>efore 

taxes on income 
·Interest on loans 
Loan fees and service charges 
InteresT: on marketable ~;ecurities, includ:l,ng 

interest on deposits :i.n Mutual Savings, "' 
$75,000 ($37 ,000. in 1975) 

Dividends on common and preferred stocks 
Net gain (loss) on sales of marketable 

securities 
Rental of office premises, net 
Other income, net 

Expenses: 
General and administrative expenses 

~· Interest on notes payable, including 
interest on loan payabl~ to Mutual 
Savings, $126,000 ($142,000 in 1975) 

Earnings before tax.es on income 

Taxes on income 

Net earnings 

$ 7,1:73,000 
23,000 
85,000 

1,022,000 
24,000 

(78,000) 
255,000 

8,504,000 

321,000 

126,000 
447,000 

8,057,000 

2,541,000 

$ 5.516.000 

6,474,000 
25,000 
58,000 

807,000 
217 .o.oo 

3,000 
288,000 

1,000 
7,873,000 

301,000 

144,000 
445,000 

7,428,000 

3,077,000 

4.351:000 

See accompanying supplemental information and notes to consolidate~ financial 
statements of Wesco· Financial Corporation an~ subsidiaries, 

' '' 
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WESCO 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 subsidiar~ 

Funds provided fr.om operations 

Dividends from Mutual Savings 
Principal pa)~e~ts on real estate loans 
Issuanc.e of not;e~ payable 

Total funds provided 

Funds used: 
Gash dividends declared and paid 
Investment in building and other assets 
Decrease in loan payable to Mutual Savings 
Investme~t in real estate loans 
Increase in cash 
Increase in investments in marketable 

securities 
Other, net 

Total funds used 

.!ill. 

$ 5,516,000 

227,000 
(43,000) 

(5,133,000) 

567,000 

4,800,000 
40,000 

5,500,000 

$'10.907.000 

$ 1,66'2,000 
17,000 

2,430,000 

3,432,000 

3,180,000 
186,000 

$ 1o,2oz,ooo 

' ' 

lill. 

4,351,000 

221,000 
(42,000) 

(3,813,000) 

717,000 

3,000,000 
29,000 

3:7/16.000 

1,424,000 
105,000 
278,000 
50,000 

581,000 

1,228,000 
. 80,000 

la,.7~2.000 

.See accompanying supplemental information and notes to consolidated financial 
\;tatements of Wesco Financial Corporation and Sl!bsidiaries. 

\I 
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WESCO FINANCIAL CORPORA'I'ION 
AND SU.J.3SI!>_y.RIES 

Supplemental Information to 
Notes to Consolidated. :Financial Statements 

Supplementary Profit and Loss Information 

The following amounts have bee~1 c)larged to expenses in the statements of earn-
1, ings: ., 

1\ 
II 
\I, 
·,.\ 

\\ 

Year anded December 31 
1976 1975 

Company · ·Consolidated Company Consolidated 

Maintenance and repairs $ 398,000 
Depreciation attd amorti-

zation of office 
prol'erties and 
equipment 

Taxes; other than taxes 
,on income: 
'•' Payroll taxes 

Property taxes, 
Advertising·· 

NotE!.Payable 

227,000 

11,000 
'2. \) 5 , O!JO 

.... 

438,000 346,000 378,000 

344,000 22.1,000 335,000 

125,000 9,000. 105,000 
292,000 199,000 316,'000 
5201000 ~4,000 

The note payable to the. Policemen and Firemen Retirement System of the City of 
, Detroit is secured by main offic.e land, buildings and assignment of leases, 
with interest at 9.2.5% anc:l monthly inst,allments of $45,284, including principal 
and interest, and matures 1as follows: 

1977:; $ 30,000 
1978 39,000 
197~, 43,0001 
198CI 47,000 
19a!i 51,000 

Therea~ter 51 2901 000 
,, 

$ 5;500,000 

Deferred Taxes on Income 

Bas.ed upon currently anHcipated operations, ii: is expected that the deferred 
inc.ome tax balance will not subst&ntially decrease through 1979. \i 

I 
j) ,, 
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WESCO FINANCIAL CORPORATION 
.A.'ID SUBSDHARIES 

Supplemental Infoi'tnation to Notes to Consolidated 
Financial Statements, Continued 

OfHce Pr.operties. and Equipment, Net 

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

Parent company only 
1976 1975 

Land $ 1,386,.000 1,386,000 
Office buildings and leaseho.ld 

improvements 5,.123,000 5,106,000 
Furniture, fixtures and equipment 6,000 6,000 

6,515,000 6,498,000 
;\.ccumulated depredcatiort and 

amortization 2,525,000 22298 2000 

$ 3,~90,000 4!~00,000 
Total additions amounted to $17,000 in 1976 and $105,000 in 197·5, There were 
no sales. or retirements in 1976 or 1975• Total additions during 1976. and 
1975 .did not amount to more than 10% of the ending balance for the respective 
period,· 

·, ,· 
• 1,• 1 •· 



Schedule III 
WESCO FINANCIAL CORPORATION 

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

Years ended December 31, 1976 and 1975 

.. COLUMN A 

NAME OF ISSUER AND 

DESCRIPTION OF INVESTMENT 

MutuaL Savings and Loan 
Association: 

Guarantee stock of 
$100 par value: 

1975 

1976 

COLUMN B 
BALANCE AT BEGINNING OF PERIOD 

11) 

Number of Shares 
or Units. 

Principal Amount 
of Bonds and Notes 

~(1) 

~(1) 

121 . 
Amount in Dollars 

$ ~18.000 

$ 56.731.000 

(1) 100% cif the outstanding shares. 

\' 

COLUMN c COLUMN D 
ADDITIONS DEDUCTIONS 

11 ) 12) 11) 
Equity Taken Up in .Distribution of 
Eamings (Losses) Other Earnings by Persons 
Of Affiliates and In Whic.h Earnings 

Other Persons (losSes) Were 
For the 'Period Taken Up 

3.813.000 3.200.000 

s.p3.ooo 4.820.000 
il 

12) 

Other 

COLUMN E 
BALANCE AT END OF PERIOD 

11) 

Number of Shares 
or Units. 

Principal Amount 
of Bonds and Notes 

~(1) 

i!!.\!,(1) 

121 

Amount in Dollars 

$ 56. 731.QOO 

$ 57.264.000 

COLUMN F 

Dividends Received 
During the PeriOO 
From lnves1ments 

Not Accounted For 
By the Equity 

Method 



BLUE CHIP STAMPS 

COMMISSION FILE NUMBER 0-3810 

EXHIBITS TO FORM 10-K 

FOR THE FISCAL YEAR ENDED JANUARY 1, 1977 



CERTIFICATE OF SECRETARY RE 

RESOLUTION AMENDING BY-IAl'IS 

Exhibit 3 • .2-8 to 
Blue Chip Stamps' Form 10-K 
for year ended January 1,197 

I, R. H. Bird, n:ereby certify that on March 3, 1977, I was 

the duly qualified Secretary of Blue Chip Stamps and that .on said day 

at the regu~ar meeting of the boa1d of directors of the Company the 

following resolution was duly adopted: 

RESOLVED, that effective March 3, 1977 the second 

paragraph of Section 2 of Article. III of 'the By-laws is 

hereby amended to read as follows: "The exact number 

of directors shall be seven until changed as provided 

in the foregoing paragraph of this Section ~. 11 

,DaTED: March 25, 1977 

R. H. Bird, Secretary 

•• 



BLUE CHIP STAMPS 

Exhibit 11.1-5 to 
Blue Chip Stamps' Form 10-K 
for year ended January I, 1977 

E~WLOYEES' PENSION PLAN 

AND 

TRUST AGREEMENT, 

AS AMENDED 

EFFECTIVE ON JANUARY 1, 1976 

I.R.S. Favorable Determination 
Letter - february 28, 1977 
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BLUE CIIIP STII)!PS 
EMPLOYE!lS 1 PENSION PLAN 

AND 
TRUST AGREEMENT 

Blue Chip Stamp Company, pursuant to resOlutions of its .Board of 
Directors, adopted the Blue Chip Stumps Employees' Pensioi\ Plan UQ.d 
Trust Agreement on Febrttury 11, 1965 _to be ei:fcctivc January .1, 1U65. 
Effective thereafter on July Hi, 1968 Blue Chip Stamp Company 'ms 
merged 'by statutory merger into Blue Chip Stamps, which Company adopted 
the Plan of the predecessor organization. Subsequently at variOus 
times the Plan was amended by Amendments Nos., l an_d 2, the most recent 
such amendment being effeCtive. on January 1, 1970. Such Plan t~gcther 
with such Amendments. shall hereinafter be designated ~he ''Prior Plan11

• 

Blue Chip Stamps pursuant tc resolutions of its Board of Directors 
adopted at meetings held December 18, 1g75, February 26, 1976 and 
March 3, lg77 elected to comprehensively amend the Prior Plan to· be 
effectfve on January 1, 1976. Such comprehensive amendment hereinafter 
called the "Plan" shall be, applicable to employees in the service of 
the Compimy on and after January 1, 1976. It is not the intent of 
this comprehensive amendmentto in any way alter the retirement or 
other vested benefits of fo1·mer employe.P.s whose service with the 
Company terminated prior to January 1, 1976, nor to diminish the 
accrued benefits as of December 31, 1975, for those employees partici
pating in the Prior Plan on such date. 

This Agreement, made and entered into by and beto.o.·cen Blue Chip Stamps; 
a Calif9rnia- corporation, and Union Bank, a California corpor~tion, sets 
forth the terms of a pension plan and trust for qualified employees of 
Blue Chip Stamps. 

~LEI 

DEFINITIONS 

As· uo;cd herein the masculine gender shall :include the fcm~nine and ttl,e 

singular shall in<;lude the plural. The following words and phrases shall 

have the following meanings unless a different meaning is plainly required 

by the _context: 

Section 1.01 

11Platl.n shall mean the Plan described het'ein and designatt!d as Blue 

Chip Stamps Employees 1 Pension Plan ati.d Trust Agrcerrent, as pre5ent1y 

constituted or as it may • from time to time hereafter. be amended. 

Section 1.02 - Effective Date 

"Effe'ctive Date" of this Plan shall mean January· 1, 1965. 

Section 1.03 - Anniversary Date 

"AnnivC·rsary Date" of this Plan shall mean the annual anniversaries 

of the Effective Date and for purposes of the Plan shall include the 

Effec~.ivc Date. 
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Section' 1. 04 l1lan Year· 

11Plan Year" shall mean un)' calendar year during the existence of 

the Plan. The first Plan Year shall commence \1ith- the Effective Date. 

Section 1.05 Company 

"Company" shall mean Blue Chip Stamps and such of its present or 

futur~ wholly owned subsidiaries or affiliqted co!'porations as may, by 

resolutipns of their respective Boards of DirectOrs, approved by the Board of 

Dire~tors of Blue Chip St:i.mps, at their own e:tpensc elect to adopt this Plan 

for the benefit of their respective employees, and. any successor corporation 

of Blue .Chip Stamps or of any such subSidiary or- affiliated corporation 

t•esulting ·from merger; consolidation or transfer of assets substantially as a 

whole, whj.ch successor shall exp_:tcssly agree in writing to continue the Plan. 

''Section 1.06 Committee· 

"Committee"· shall mean th_e Pension Plan Committee. provided for 

in Article II hereof. 

Sec!.ion 1. 07 Plan Administrator 

"Plan Administrat;or" shall mean the person or persons designated by 

the Committee, whose responsibility it shall be to. file with the Secretary 

of Labor the reports, des.criptions, and slDIUIIaries required by the Employee 

Retirement Income Security Act of 1974 (Publlc Law 93-406), and who shall be 

responsible for determining the Premiums payable to the Pension Benefit 

Guaranty Corporation. 

Section 1.08 

"Trust" shall mean the Trust created by this agreement for the 

benefit of the Participants. 

Section 1.09 Trust Fund 

"Trust Fund" shall mean the assets of the Trust estabiished pursuant 

to this agr_eCinent. 

Section 1.10 Trustee 

11Trustce11 shall mean the original Trustee of the Trust Fund and any 

successor Trustee. Any company into which the Trustee may be merged or with 

which it may be consolidated, or any company resulting fr<:'m any merger .or 

consolidation to which the Trustee may be- a ·party, or any conipany succeeding 

to the business of the Trustee, shall be the Si.Jcccssoi" TruStee hereunder 

without the execution of any papers or further action on the part of the 

parties hereto. 
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Section 1.11 Enrolled Actuary 

11Enrollcd (\ctuary11 shall mean a person designated by the Joint Board 

est:,tblishQd by the Secretary of Lab~r and the Secretat·y of the Treasury as 

a person qualified to perform._ actuarial serVices and certifications as set 

forth in Subtitle C., Titie III ·Cf Public Law· 93-406. 

Section 1.12 Investment ~tanager 

11lnvestmnnt ~tanager'', shall mean the original investment advisor 

of the Trust Fund or any successo_r investment advisor. The Executive 

ComrrJi ttec of the Board of Directors of the Company (11 Executive Conunittee11 ) 

shall appoint such Investment ~tanager, \'l'ho shall Qe an investment advisor 

register':d under.~he Investment Advisors Act of 1940 cr·a bank or 

insurance company as defined in such Act. and the Investment ~tanager shall 

acknowledge in t'l'riting that he is a Plan fiduciary·. The Investment Hanager 

shall be resl!onsible for managing, investing .find dispoSing of the assets 

of the T_rust Fund. 

Section 1.13 Named Fiduciary and Fiduciary 

11Narned Fiduciary11 _shall have the following meanings: 

(1) The Executive COinmittee shall be the "Named Fiduciary" whose 

responsibilities shall include the appointment of the Committee, 

the 'establishment of the broad investment goals and objectives 

Qf the Trust Fund, the select'ion_ of the Trustee and the 

appointment of the Investment ~iana.ger. 

(2) The .Committee shall be the 11Named Fiduciaryu designated to manage 

and administer the Plan, and to monitor, review and report at 

annual intervals to the Executive Committee, or at such other 

times as the Executive Committee in its disc'(C.tion shall direct, 

on the effectiveness of the Investment ~tanager in achieving 

objectives set forth by the ExeCutive Committee. 

"Fiduciary" shall have th~ following meanings: 

(3) The Trustee shall be_ the 11Fiducinry11 designated to act as 

custodian of any flmds ccmtributcd by the Company and any eaxn1ngs 

on such {lmds, in accordance With the terms of this. agreement. 

Unless_ appointed by the Executive Committee to be the Investment 

~tanager, the Trustee shall have no responsibilities iil respect 

of ·the investment or management of the assets of the Trust Fu_nd. 

(4) The Investment ~tanag_er shall he the "Fiduciary'' designated to 

m'anagc and invest the Trust Fund assets. 
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,-<;ection 1.14 - Entployee 

·., "~rilploy_eeu shall mean any person ,·n the· 1 emp oyment of the Company 

provf91~cf/:thaf 11 Eri!ploYeeu·sha"ll not include: 

(1) Any p~r·son.employed by the Company who is covered under any 

othe·r deferred·;)Pd vate pension. prpfi t-sharing or other retire

ment plan to 11hich the Company contributes, or 

(2) "1\~y person whose conditions of employment are subject to 

collective bargaining .• in which there were good faith 

negotiations re_garding retirement ben_efits and whose collec

tive bargahling agent has not exP~essly agreed in writinQ 

·to the inclusion of said person in the Plan. 
' (J-

(3) Any person hired for the first time on or after January 1, 

i976 after having atta,i.ned the :~ge of sixty (60). 

Section 1.15 - Vesting Service 

"ve·sting ·Sefvi_ce'~- shall ffie&J) 

.. . - . . 

<:-:,P~r,tiC'lp~nt's· or .Inactive Partici-

pant's .perle~ of serv.ite )'lit~ the Comparty commencing with his most recent 

h.ire .date or subsequent to his attafnment of age twenty-two (22), if 

:later, and sh~ll be_ deemed to include th& following: 

(l) ·· iiDy peri.od of Continuous Service prior to January 1, 1976, 

.' {"j 

. (i) 

:as suc.h is defined· in the Prior Plan; prov.ided that, such 

period' ~hall include one full year for the year in which such 

person was first hired as a'full-time:~p1oyee; 

~ny calendar year beginning on or after January_), 1976 during which 

an' Employee shall have been paid di·rectly or indirectly (as set forth 

hereina{~er in tnis Section) for at least one thousand (1,000) hours 

by the Co!flpany and .which shall coristitute one (1) full year of Vesting 

Service; provided that, for purposes of establishing an Employee's 

.El,igibility Date such period may mean the twelve (12) month period 

_·.begini'lin_g on his employment date; 

(3) any period __ o·f· titne during which <in Employee is- absent from 

such.·.service for active -servi~e i~ the. Armed Forces of the 

Uirlt~d states i~ time of war or national emergency, CI:C in 

compulsory service re_quited under the laws ·of the United States 

of America or in voluntary sc.-:::Vice· during a period when laws 

of the UnitQ.d· States of America requiring colnpulsory service 

are in· effect 'whether during time of war or otherwise, 

providet.t that -~ud{ Employee returns to emploYinent wl.th thC 

9ompany within ninety (90) days _or such _longer period as·· may 

be·- set ·oy tlie laws of 'the United st_ates of America following 

ihe date when .he is first eligible for .discharge ·or- severance 

:~;rom active· servlcc in the A~~mct! Fot:ces of the United States; 
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(4) leave of S:bscnce with or without pay granted by t'he Company 

in writing for any purpose, provided that such leave of abSence 

is followed by a return to work before or at the expiration of 

such leave of absence or any extension thereof; 

{5) any period during \oo'hich an employee is an Inactive Participant 

as set forth in Section 1. 21, provided that his seniority is not 

broken; 

(6) any period during which. an Employee shall be disabled in 

accordailce with the provisions of Section 5.07; and, 

(7) any other absence from employment not covered by the foregoing 

provisions of this Section which shall be determined by the 

Committee not to be a br_eak in Vesting Service. 

· S · the Committee shall treat all In determining an Employee's Vest1ng erv1ce ~~ 

"k d in no event shall a determination Employees- in sitnilar circumstances ah e an 

be made which shall discriminate·._·~n favor of o::r against any Employee· 

An unauthorized absence shall be considered a termination of employment 

seven (7) calendar days after the conunencement of such absence. 

For the purposes of the foregoing sub-paragraphs {3) through (7) Vesting 

Servic_e shai 1 be credited at the rate of forty ( 40) hours ·per week during 

such period or such other regular working schedule as shall apply to the 

Employee on the .date such period conunences. 

Subject to the foregoing considerations, an Employee's Vesting Service 

shall be deemed to be broker. if he is paid directly;. or 'indirectly for fewer 

than five hundred (500) hours during any calendar yeat (Plan Year). In the event 

that a break in an. Employee's Vesting Service occurs, his service with the 

Company shall be deemed terminated for Plan purposes on January 1 of the year in 

which the break occurred. If such an employee again becomes an Employee 

as defined in Section 1.14, he may be considered as a new Employee or· as a 

reinstated Participant in accordance with the terms of SeCtion 3.06 hereof. 

Section 1.16 Eligibility Date 

"Eligibility Daten shall have the following rnc.J.nings: 

(1) As respects a Participant in the Prior Plan on January' 1, 1976, 

"Eligibility Date" shall mean the January i, or, if earlier, the 

July 1 coinciding with or, otherwise, next following the date 

the Employee ccmpl~tCd one (1) full year of Continuous Service, 

as defined under the Prior Plan-, and had a~tained age twenty-

five (25). 
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(2) As respects an Employee becoming a Participant in the Plan after 

January 1, 1976, Eligibility Date shall mean the Anniversary 

Date, or, if earlier, the July 1 coinciding with or otherwise, 

next following the date the Employee completes one (1) year of 

Vesting Service, as defined herein; provided that the Employee 

shall then have attained at least age twenty-five (25). 

Section 1.17 Participant 

"Participant" shall mean an Employee who has at.tained his Eligibility 

Date and who thereupon participates and continues to participate in the Plan. 

Section 1.18 Earnings 

"Earnings" shall mean the amounts paid by the Company to an Employee 

as basic salary and/or wages, but does not include any overtime, commission, 

bonuses, shift· differentials, expense allo\mnces, severence pay, incentive 

payments or any other form of contingent compensation, or any compensation 

paid to an employee whose participatio_n has been terminated by reason of 

his becoming an Inactive Participant. 

Section 1.19 - Average Monthly Earnings 

"Average Monthly Earnings" during a Participant's B~nefit Service 

shall mean one twelfth (l/12th) o£ the average of ~he Annualized Earnings 

received by a Participant during his years of participation after December 

31, 1964. Annualized Earnings for each Plan Year in such period shall mean 

' 
the Participant•s Earnings during the Plan Year divided by his Benefit 

Service earned in such Plan Year. Average Monthly Ea~ings as of a 

particUlar date shall 'be obtained by summing the Participant's Annualized 

Earnings after December 31, 1964 and by dividing by the nUmber of months 

included in the period of his partic_ipation after December 31, 1964··to sU:ch 

date, Any partial month for which pay shall be ·: ·!ceived in the year of 

retiTement or termination shail be excluded in determining Average Monthly 

Earnings. "Month" in such case shall mean the fiscal month used by the 

Company for paYroll purposes. 

Section 1.20 Premiums 

"Premiums" shall mean the amounts paid by the Company to the J":ension 

Benefit Guaranty Corporation, established under Public Law 93-406, such 

PrcmiW!lS being applied to establish funds for the purpose of guaranteeing 

the payment of certain basic .and non-basic benefits accrued under plans 

which are not mtilti-cmploycr plans. 
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Section 1. 21 Inactive Participant 

11 Inactivc Participant11 shall mean a former Participant whose conditions 

of employment have been: changed, without an intervening break in his \,'psting 

Service, such that he is no longer an Employee, as 'described in ecction 1.1•1(1). 

section 1.22 Benefit Service 

"Benefit Service" shall mean the sum of a Participant's Prior Benefit 

Service and his Future Benefit Service. Benefit Service is the period of 

service used in determining ·the amount of the .Participant's Plan benefits. 

Section 1.23 Prior Benefit Service 

''Pripr Benefit Service" shall mean a Participant•s Continuous Service, 

as defined in the Prior Plan, measured from his Eligibility Da~e through 

December 31, 1975. 

Section 1.24 Future Benefit Service 

"Future Benefit Service"" shall mean the Benefit Service a Participant 

accrues after December 31, 1975. A year of Future Benefit Service shall be 

granted for each calendar year in which a Participant shall be paid directly 

or indirectly for two-thousand (2,000) or more hours. For any other year of 

service a Participant shall be credited With a fractional year of Benefit 

Service equal to the ratio (carried to four (4) places after .the decimal) 

of his directly or indirectly paid hours· during such calendar year to two

thousand (2,000) hours; provided that, except in the calendar years in 

which his participation begins or he becomes a reinstated Participant and 

thC calendar year in which his Retirement Date shall occur, no Benefit 

Service shall accrue for any calendar year during which an Employee shall 

be directly or indirectly paid for fewer than one-thousand (1,000) hours. 

~~--~he event that a Participant shall be granted a back-pay award, the hours 

related to such award shall be credited to the period to which the award 

applies rather than to the p~riod during which the back-pay shall have bcCn 

received. 

SectiiJn 1. 25 Retirement Date 

"Retirement Date" shall mean either a Participant 1 s Early, Normal or 

Late Retirement Date, whichever the context shall indicate a5 being applicable. 

Section 1.26 Normal Retireme-nt Date 

A Participant's 11Normal Retirement Date" shall mean the first day of 

the _month coinciding with or, otherwise, next following his sixty-fifth 

(65th) birthday. 
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Section 1.27 - Early Retirement Ddte 

A Participari't's "Early Retirement Date" shall mean the first day of the 

month as of ~1hich the Participant shall elect, with the consent of the Chief 

Executive Officer of the Company (or if he is the Partic.ipar.t, with the 

consent of the Board of Directors of the Company} to have his monthly retire

ment benefit commence; provided that, such Early Retirement Date shall occur 

on or after the Effective Date hereof and, provided further, that the Parti

cipant shall have: 

(l} terminated his service with the Company, and 

(2} attained his fifty-fifth (55th} birthday, but not his Normal 

·Retirement Date, and 

(3}, co~pleted at least ten (10} years of Vesting Service, and 

(4) filed his application for .retirement with the Committee at least 

thirty (30) days in advance of the commencement of his retirement 

benefit payments ·on his Early Retirement Date. 

Section 1.28 Late Retirement Date 

A Participar,,t 1 s "Late Retirement Date" shall mean the f!.rst day of the 

month as of which the Participant shall elect to tet'minate. hiS. employment with 

the Company and retire, provided that; 

(1) such Late Retirement Date shall occur .<subsequent to the 

Participant's Normal Retirement Date, and 

{2) the Participant shall have filed his application for retirement 

~ith the Committee at least thirty (30) days in adVan~e of 

his Late Retirement Date. 

The election by a Participant. to defer his retirement beyond his Normal 

Retirement Date shall be subject in every case to the continuing.a~proval of 

the Chief Executive Officer of the Company (or if he is the Participant, 

with the cons~nt of the Board of Directors of the Company). Such approval 

may be withdrawn with respect to the fur.ther deferment of a Participant's 

retirement at any time. In such event the foregoing filing rcquL·ement 

shall not be applicable and the Participant shall be retired as of a date 

determined by the Committee. 

Section 1. 29 - Total and Permanent Disability 

"Total and Permanent Disability" shall mea:n a physical or mental 

condition, a.s determined in adcordance with Section 5.07, which it is presumed 

will permanently pr·cvcnt a Participant ~rom i!ngaging in any regular 

employment with the Company. 

-8-



Section 1.30 - Disability Oatc 

11Disability Dai:C 1
' shall mean the first day of the month which coincides 

with or, otherwise, which ne1.t follows the date when -a Participant shall become 

totally and permanently disabled. 

Section 1.31 - Vested Rioht 

"Vested Right" shall mean the right that a former Participant has to a 

Vested Deferred Monthly Retirement Benefit commencing on his Normal ketire,. 

ment Date or his Early Retirement Date when his Vesting Service is broken 

prior to his Normal Retirement Date. 

Such Vested Deferred Monthly Retirement Benefit, described in Section 

5.D8 hereof, shall be payable only: 

(1) if the former Participant had accrued at least ten (10) years 

of Vesting Service at 'the date his employment with the Company 

term.inated, and 

(2) if he.does not become a reinstated Participant as set forth 

in Section 3.06 hereof, and 

(3) if he survives to his Early Retirement Date or Normal Retirement 

Date (as applicable) and thereafter makes proper application for 

such benefit, as set forth in Section 5.D8. 

Section 1.32 - Contingent Annuitant 

"COntingent Annuitant11 shall mean the person designated by a Participant 

to receive benefits under a Contingent Annuitant Option, in accordance with 

the terms of Section 5.10, following the Participant's death on or after his 

Early, Late or Normal Retirement Date. 

Section 1. 33 - Beneficiatf·-

-"Beneficiary" shall mean a person or persons designated Oy a Participant 

in ac~ordance with the provision of Section 5.10 to receive any death benefit 

which shall be payable under this Plan • . , 

Section 1.34 - Monthly Primary Social Security Benefit 

"Monthly Primary Social Security Benefit" shall mean the monthly 

primary benefit, if any, actually payable to a Participant under the Social 

Security law in effect upotl the date of his separation from service and 

shall include any such benefit whichwould have been payable ~ad he not 

failed to make. application therefor, or which would have been payable had 

his earnings not then or thereafter made him ineligible for such benefits. 

Section 1.35 - Estimated Monthly Primary Social SecuritY Benefit 

"Estimated Honthly Primary Social Security Bcnefit11 shall mean the 

m'onthly primary old-age benefit assumed payable to a Participant upon his 
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Normal Retirement Date \>/hen his service with the Company terminates prior 

to age sixty-five (65) under conditions such that he has a Vested Right, is 

eligible for Early-Retirement or his spouse shall be eligible for a Survivor's 

Benefit, assuming the following conditions shall apply in computing such 

estimate: 

(1) The. estimate shall be based upon the Social Security law ·in 

effect upon the date of his separation from service; and 

(2) His monthly Earnings on such date shall be assumed to 

c·ontinuc in effect until the calendar year next preceding 

the year in which he shall attain the age of sixty-five 

(65); and 

(3) His monthly Earnings on such date shall be assumed to_ have 

been in effect from calendar yea~ 1951 (or the calendar 

year next following his attainment of age twenty-one (21), 

if later) to such date for the purpose of determining his 

Social Security average mof.ihly wage, giving full effr.ct 

to Social Security Wage Bases which existed prior to _such 

termination date. 

The Participant's average monthl)•-wage for Social Secudty purposes and 

his "Estimated Monthly Primary Social Security Benefit" shall be determined 

as t}tough the Participant shall work to age sixty-five (65_), based upon 

the foregoing conditions (1), (2) and (3). 

Section 1.36 - Actuarial Equivalent 

"Actuarial Equivalent11 shall mean a form o£ benefit payment which 

is equal in value to some other form of benefit payment, based upon 

mortality and interest ·rate assumptions adopted from time to time by the 

Committee. 

Section 1.37 - Prior Plan Accrued f.1onthly Benefit 

"Prior Plan Accrued ~fonthly Benefit" shall mean a Participant's 

monthly benefit ·payable at Normal Retirement Date which was accrued under 

the Prior Plan for .a Participant's Continuous Service from his Eligibility 

Date. through December 31, 1975. Such benefits arc listed for each 
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. in the Prior Plan on December 31', 1975 ln Exhibit A attached 

Exhibit A, while a part hereof, shall not. be distrib~~cd in full 

to the Plan Participunts. However, each Participant shall be informed as 

to his own such benefits. 

Section 1.38 - Hours of Service 

11 Bour of Service 11 shall mean each hour, determined from the employment 

records of the Company or pursuant to any alternative for non-hour·ly 

employees allowed by applicable rule or regulations, during which an Emplo¥ee 

is directly or indireCtly compensated (or entitled to be col"pensated) by the 

Company for performing duties, plus each hour for which credit is not other

wise given with respect to which back pay is awarded or agreed to by the 

Company, computed without regard to any mitigation of damages. In addition, 

an Employee will be credited with Hours of Service for any customary period 

of work, based on a forty-hour week (or such other regular working schedule 

as shall apply to the Employee on the date the following periods commenced) 

or pro rate portion thereof, for any period described in Section 1.15 (3) 

through ( 7) • 

ARTICLe II 

PENSION PLAN CO~IMITTEE 

Section 2.01 - Appoi~tment of Committee 

The Committee shall consist of three (3) or more members· appointed 

by the Executive Committee of the Company. The Committee shall i~cludc 

officers of the Company, at least one of which shall b~ a Vice President. 

Such members shall hold_ office until resignation, death or ·removal by 

said Executive _Committee. 

Section 2.02 - Resignation and Removal of Members' 

Any member of the Committee may resign at any time by giving 

written notice to the other members and to the. Secretary of the Company, 

effeCtive as thcrc1n stated. Any· mcmbci- who 'is an emploYee of>thc 

Company and. who leaves. the emplOy of the Company shall be deemed tO have 

resigned as a member on the date of his termination ·of employment; provided 

that,-· with the e_mployec's consent, the Executive Committee of the Company 

may direct that such cmploye·C :,hall be X'Ctained as a mcinbcr of the 

Committee. 

Any mcffiber of the Committee may, at an}' time, be -removed by the 

Executive C0tTD1littce r,f tho Company. 



Section 2.03 Appointment of Successors 

Upon the death, resignation, or removal of any meniber, the Executive 

Committee 9f the Company may, at its next regular meeting, or at a special 

meeting if so C.esired,,. appoint, by resolution, a successor. Notice of 

appointn1ent of a su9cessor member shall be given by the Secretary· of the 

C?mpany in wr.i.ting to the Trustee and to the Committee. Until receipt by 

the Trustee .of such written notice of any change in membership of the 

Committee, the Trustee shall not be charged with knowledge or notice of 

such change. 

Section 2.04 Administrative Powers 

The Committee shall have ·full power to administer the Pl_~!l an"d to 

construe and apply all of its provisions. Any action taken ·in good 

faith by the Committee in the exercise of authority conferred upon it 

by this Plan shall be conclusive and binding upon all Participants, 

Beneficiaries and Contingent Annuitants. All discretionary powers con

ferred upon the Committee shall be absolute, provided, however, that no 

discretionary power shall be exercised in such manner as to cause or 

create discrimination in favor of Employees who are officers or share

holders of the Company or persons whose principal duties consist in 

supervising the work of 9ther employees, or are highly compensated 

employees, or to discriminate in favor of an,y other employe-es. In 

amplifiCation of its powers and duties, tut not by way of limitation, it 

shall: 

(I) Decide all questions relating to th~ eligibility of 

Employ~es to be~omc Participants, the continuitY of service 

of any Employee or Participant, and the amount of benefits 

to which any Participant mAy be ent~tled by reason of his 

Benefit Service prior to or-after the Effective Date hereof. 

(2) Be responsible for the compilatjon: and maintenance of all 

records it determines to be necessary,, appropriate or 

convenient in connection with the Plan. 

{3) Authorize the payment of all benefits as they become payable 

Under the Plan, which paymrJnts, except to the extent that they 
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may be Made pursJo.nt to -section 2.04(4), shall be made by. th(: 

Trustee upon written instructions .from the Comritittee and to 

prescribe procedures for 'affording any person eligible for benefits 

hereunder with a hearing in the event such person shall be dissatis

fied with the Cc;nunittee 1 s determination of his rights tmd.Cr the Plan. 

(4) The Committee may also direct the Trustee to negotiate with a 

legal Teserve life insurance cotripany for a group annul ty deposit 

administration contract or an immediate participation guarapteed 

contract, and to deposit with said life insurance company, from 

time to time, out of the funds of the Trust, such amounts as the 

Committee shall direct, and to cause benefits provided by the 

Plan to be paid by said life insurance company, pursuant to the 

terms of any such contract, which shall not be inconsistent with 

the Plan. 

(S) Receive from the Co.mpany ahd, 'Empl_oyees such information as 

shall be necessa~7 · for the proper administration of the Plan.' 

(6) Prepare and distribute, in such manner ~s t~e CoDmittee o~ Pl~n 

Administrator determine to be appropTiate, in{ormation expl~ining 

the Plan. 

(7) Furnish the Company or the Executive Committee such annual ·reports 

With respect to the a~ministration of the Plan as are reasonable and 

appropriate. 

{8) Receive and review the annual valuati<'n of the Plan made 9y an 

Enrolled Actuary. 

(9) Delegate to one or more of the memb~rs of the Committee or the 

Plan Administrator the right to act in its behalf in all matters 

connected with tPe administration of the Plan and Trust. 

(tO) Engage such legal, actuarial, accounting and other professional 

services as it may deem proper and as may-.·be required by exiSting 

law. 

. (11) Perform or cause to be performed such further acts as it may 

deem to be necessary, appropriate or convenient irt the efficient 

administration of the Plan. 

(12) Receive and review reports of the financial condition and of 

the-· receipts and disbursements of the Trust Fund from the 

Trustee and such reports as the Committee shall deem necessary 

from the Investment ?-tanager. 



section 2.05 Organization of Committee-; Appointment of Agents, etc. 

The Conunittce may establish such rules as it deemS desirable for the 

conduct_ ·of its affairs,· and may appoint such agents, .who need not be members 

of the Committee, as it may deem necessary for the effective performance of 

its duties; and may delegate to such agents such powers and duties as the 

Committee may deem necessary or appropriate, excepting only that any dispute 

shall be determined by the Committee. 

A majflrity of the members of the Committee as cons.titut~d at any time 

shall constitu~e a quorum, and any action by a majority of the members present 

at any meeting, or authorized by a .majority of the members i~ writing without 

a meeting, shall constitute the action of the Committee. A member of the 

Committee who is also a Participant hereunder shall not vote on. any question 

involving his own interest under the Plan, as distin~uished from interests of 

others similar_lY. sltua._ted. The Committee may authorize each or any one or more 

o£ its members to execute any docu.ment or documents on behalf of the Commit:tee, 

in which event it shall notify the rrustee in writing of such actiop and the 

name or names of its members so designated, and the Trustee shall thereafter 

accept and rely. upon any docUJ!I:-nt exe·cuted .. by such member or members as 

representing action by the Committee until the C9mmittee shall file with the 

Trustee a written revocation of such designation. 

Section 2.06 Compensation and Expenses of Committae 

Any compensation paid to the members of the Committee shal_l be paid by 

the Company and the Company shall reimburse them for any necessary expenditures 

incurred in the discharge of their duties as such members. The compensation or 

fees, as the case .may be, of all officers, agents, counsel, the Trus~ee, or other 

persons retained or employed by the Committee shall be fixed by the Committee 

and any such fees shall be paid by the Company unless the Committee shall otherwise 

determine that such payments shall be paid by the Trustee from the Trust Fund. 

Premiums payable to the Pension Benefit Guaranty Corporation, as set forth in 

Section 1.20, shall be paid by the Company. 

Section 2.07 Records 

The Committee shall keep a record of all of its proceedings and shall 

keep, or cause to be kept, all such books, accounts, records or other data and 

prcpar~ such statements and reports in accordance with the requirements Of 

the, Public Law 9J;-406 and. any rulings or regulations issued pursuant thereof, 

or advisable in its judgment for the administration of the }llan and properly 

to reflect the affairs thereof. 
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Any person dealing with the Committee may rely o~ and shall be fully 

protected in relying on a certificate or memorandum in writing signed hy any 

Committee membet" so authorized, or by the majority of the members of the 

Committee, as constituted as of the date of such certificate or memorandum, 

as evidence of any actio~ taken or r~solution ~doptcd by the Co1runittee. 

Section 3.01 

ARTICLE III 

PARTICIPATION IN TilE PLAN 

lim~ Eligibility Determined 

All eligible Employe~s arc entitled to becoffie Participants under this 

Plan. All, 'questions of eligibility shall be determined by the Couunittee, 

without discrimination in favor of or against any individual or class of 

Employees, and_ its decision shall be b~nding upon all Employees and other 

persons interested in or affected by the terms of the Plan and Trust. 

Section 3.02 Effect of Absence 

Any Em~loyee becoming eligible to become a Participant during a 

period of..absence which, und~r the terms of Section i.lS hereof, is 

determined not to have resulted in a break in his Vesting Service, shall 

become eligible to participate on the Anniversary Date·, or 'July 1 if 

earlier, next following his return to wo·rk. 

Section 3.03 Certification by Company 

At least fifteen (15) days prior to each Anniversay Date and each 

July 1 the Company shall transmit to "~he Committee a certified list of all 

Employees of the Companr whose Eligibrlity Dates, as defined in Section 1.16, 

shall occur on such Anniversary Date ot;_July 1. Such certified list shall 

be in such form and contain such .').nforma.tion as the Committee may dcsi·rc, 

and, except in the case of an immcdiat¢ly obvious mistake, such cert1~icd 

list shall not be questioned by the Committee. 

Section 3.04 Notification to Employees 

Ev.ery Employee entitled to participate in the Plan under the 

provisions hereof sha 11 be so informcr.l by the Committee as soon as 

practicable. 
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Sr.!ction_ 3 . ."05 

U_. a 'Part-icipant shall- bCco_me' .an ,lllacj:ive ParticipanJ:; ,a,S; prov.ided in 

Section ,1_.21· hereof, he shall be. cntitlcct 'to receive, fO~lmdng his retirement 

as,_ an lilaCti-t.i-c Parli~ip~te Q_n or ·after h;is Retiremerit .Datcj the_ monthly 

reti-rement:- PCilefits-: attrib1.1tnb~e .t·o, htS. Benefit __ Service JlT-~or tc the .date 

when .he became an -Imi~_.ti,vc PartiC.ipal}t; ·prOvided that,_ on the date hiS 

service sheit.hav.e·"bCen b.i"Cike_n; he .Shall- have .completed ·at Jcast ten ·(10) 

years qf.yesti~~ serviCe. 

lf a.n Inactive Pa:rt'icipUnt~·s confHtionS~- of employmE'nt a~e changed such 

'' .. tha:t he becoriles an~ -EI_!lployee as defined in Section 1.14, .he shall again becom_e 

a Patticipant:"-.'o'O. ':the ·~uiy_ i' ~L Jh:mary 1~ whid1ever first-- occurs, coinciding 

with,----~r o.f:h'e-rwise rlext fpllbwing the date that h.e again becomes· an Employee. 

Any .monthly retirement ben-dfi~ . ."~h:.t.ch may .accrue for_ hi,s Benefit Service 
-'l.' 

•. •I:· 

thereafter shalt· be- in addition .to the ritOnthly r~tirenient benefit attributable 

to his.- Benefit Servi'te prior to the date wh~h he became an Inacti v~ Participant. 

··Section 3.06 Cancellation and Reinstatement of Vesting Service 

and:Benefit Service 

If a former Participant who has suffered. a break or breaks in Vesting 

Servic~~ in accordance with the terms of the last paragraph of Section 1..15, 

~P,all_.:be reemployed as an Employee ~:;td -if such Employee. had tlot acquired a 

Vested Right~ as sat forth in SectiOr~ 1.31 hereof-, prior to his last break in 

Ve_sting Service, then .the following shall apply: 

: (1) if li.is n~ber of consecutive years of break in Vesting Serv.ice 

is equal .to or gre_ate_r than his years of Vesting Service, then 

all of his _prior years of Vesting Service and Benefit Servic·e 

shall no longer be credi~ed to hip-1, or 

(2) if his numbeL of consecutive years of break in Vesting Service 

l.s less than his years of Vesting Serv_ice and he shc!..ll again 

have satisfied the co~ditions o_f Section 1.16 (2) hereof, then 

his prier years of Vesting Service and Benefit ScrVi~e shall be 

credit~.d to him and he shall be treated as a reinstated PaLticipant 

for purposeZ.-. of the Pian. 

If a former Participrl.nt ~"ith a Vested Right, as; defined. --in Section 1.31 

shall be subsequently reemployed under conditions such that he shall have 

satisfied th_e requirements of Section 1.16 (2) then his Vesting Service and 

Benefit Service earned prior to the break in his Vesting Service shall be 

added to his Vesting Service and Benefit Service earned -subsequent to such 

break for the purposes of determining his benefits uridcr the Plan • 
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Section 3.07 Persons Transferring Initially to 11 Emplovl!e11 

Status After the Effective Date 

If an employee of the Company becomes an Employee, as defined in 

Section 1.14, after the Effective Date without an intervening_ break in his 

seniority and his· conditions of employment have theretofore be~n such that he 

has not qualified for such ·status, his Vesting Service shall be .deemed to 

include his unbroken seniority as an employee and he shall be eligible to 

become a Participant on January 1 or July 1, whichever first occurs, CQinciding 

with or, otherwise, next following the date he shall become an Employcc;provided 

that, he shall then have complied with the requirements of Section Ll6 and 

he ~hall not then ~ave reached his Normal Retirement Date. 

ARTICLE IV 

CONTRIBlfriONS TO THE TRUST 

SectiOn 4.01 - Company Contributions 

As of J~nuary 1 of each year during which the Plan is in operation, the 

Committee shall have actuarial computations by- an Enrolled Actuary to · 

determine the sum to be deposited into the Trust by the Company to carry out 

the purposes of the Plan, and such contributions shall be made at such time 

or times as the Company shall determine, subject, however, to the funding 

requirements set".;forth in the Public Law 93-406 and any ruling!'> or regulations 

issued pursuant thereto. Contributions shall be transmitted to the Trustee 

by the Company. Subject to the terms of Section 8.08 hereof, all contributions 

made by the Company to the Trust shall be used to pay· benefits under the 

Plan or to p~y expenses of the Plan and Trust and shall be irrevocable, 

except for any residual amounts after satisfying all liabilities of the Plan. 

Forfeitures arising because of severance of' employment before an Employee 

acquires a Vested Right or for any other rcasofi, shall be applied tO reduce 

the costs of the Plan and not to increase the benefits otherwise payable 

to the Employees. 

Section 4.02 ~loyee Contributions 

Employees are neither required nor permitted to make contributions 

under the Plan. 
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ARTICLE V 

BENEFITS 

Section 5.01 - Payment of Benefits 

After receipt of a Participant's application for monthly retirement 

benefit payments hereunder and one (1) month prior to the date such payments 

are to commence, or as soon thereafter as possible, the Committee ·shall in 

writing instruct the Trastee or, if applicable, the life insurance company 

under whose ·contract his montEly retirement bcn:~·fits shall be payable, .as 

to the benefits to which such Participant is entitled under the Plan and 

the Trllstec or in$urance company shall take the necessary steps to provide 

such Partic~pant with said benefits. 

No benefit payable under this Plan shall be decreased because of any 

change, after a Participant's final separation from service, in the Social 

Security Benefit levels payable under Title 11 of the Social Security Act or 

because of a~y increase in the Social Security wage base under Title 1l of 

the Social Security Act. 

For all purposes under this Plan, a Participant's or former Participant's 

benefits shall commence not later than sixty (60) days after the close of the 

Plan Year in which the latest of the following occurs: 

(I) Reaching age sixty-five (65) (Normal Retirement Date); or 

(2) Reaching the tenth (lOth) year of Vesting Service; or 

(3) Termination of service with the Company. 

Section 5.02 - Standard Form of Benefit 

In ·lieu of the normal form of benefit set forth in Section 5.04, 5.05, 

5.06, 5.07, and 5.08, unless declined in writing in advance of his Retirement 

Date (or tlormal Retirement Date in the case of Total and Permanent Disability) 

or by a Participant terminating service with a Vested Right, the Standard 

Form of Benefit may be payable to the Participant·:~r his spouse. Such 

Standard Form of benefit shall be the Contingent Annuitant Option described 

in Section 5.10 (1) (c) hereof, and shall be the Actuarial Equivalent of the 

normal form of benefit adjusted as set forth in Sect\on 5.02 (3) hereof. In 

the absence of such formal declination in writing, eligibility for and the 

amount of such benefit shall be subject to the foilowing ter;ms and conditions: 

• 
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(1) The Standard- 1:orm of Benefit shall not be available prior to 

the later of: 

(a) the date as of which the Participant would first 

qualifY foL1an Early ~lonthly Retirement Benefit, or 

(b) the date ten (10) completed years in advance of the 

Participant's Normal Retirement. Date. 

(2) For his spouse to be entitled to benefits hereunder: 

(a) the Participant and his spouse must have been 7~·egal1y 

married for a period of at lcasi' twelve (12) months 

immediately preceding the date of the Participant's 

death, and 

(b) in the event the Participant shall have J:"Ctired, ·the 

Participant and his spouse must have been legally married prior 

to the Participant's Retirement Date. 

(3) The foregoing Actuarial Equivalent of 'the normal form shall be further 

reduced by one half of one percent (0.5%) for every consecutive 

twelve (12) month period (with further pro rata reductions for 

fractions of such periOds) between 

(a) the first d3.y of the month coinciding with or next following the 

date the Participant first elects or reelects such Standard 

Form of Benefit (but not before his earlies_t Early Retirement 

Date), and 

(b) the date such-benefit is payable to his spouse (but not later 

. than his Normal Retirement Date). 

If a married ·Participant, who has not declined the Standard Form of 

Benefit, shall retire before having been married at least twelve (12) mqnths, 

the normal form of benefit shall be paid to him while living until the first 

day of the month coinciding with or next follow_ing the completion of such 

period and thereafter if his spouse is not_ ·then living. If both the 

Participant and his spouse at l'etirement are living at the end of such 

period, the Standard Form of Benefit thereafter shall be payable. 

Within one hundred and eighty (180) days (or such other period as the 

law shall require) of each Anniversary Date after the ~articipant has satisfied 

the Early Retirement Date conditions, the Committee shall give the Partici

pant a written statement showing his approximate Early Monthly Retirement 

Benefit accrUed at the beginning of such Plan Year and the equivalent Standard 
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Form of Benefit. The Participant shall then have the opportunity to decline 

the Standard Form of Benefit by filing such an election \·dth the Couunittee 

within ninety (90) days (or such other period as the. law shall -require) of the 

receipt of the foregoing statement from the Committee. Such election by the 

Participant shall be provided on a form furnished by the Couunittcc. If a 

written declination. is not received by the Committee within such period it 

shall be assumed that the Participant elected the Standard Form of Benefit. 

Section 5'.03 - ~laximum Normal Form of Benefit 

In· no event shall the annual normal form of benefit payable under the 

terms of Sections 5.04, 5.05, 5.06, 5.07 or 5.08 exceed the lesser of 

(1) 100% of the Participant '-s average annual earnings over the 

three (3) cons-ecutive calendar years of highest pay while an 

(2) "Thirty-five thousand dollars ($35,GOO); 

reduced proportionate1y for years of Benefit Service less than ten (10}. 

In no event, however. shall the foregoing limitation in sub-section (1) 

apPlY to reduce such annual normal forms of benefit below ten thousand 

dollars ($10,000) if the Participant has 10 or more years of Benefit Service. 

Such ten thousand dollars ($10,000) shall -be prQportionately reduced for 

years of Benefit Service less ~han ten (10). 

It shall be understood that the Maximum Normal Form of Benefit 

payable under· this Plan shall be reduced to the extent required under 

Public Law 93-406 in the event that the Pa~.ticipant shall be covered 

under one or more Other tax qual~£ied defined b'enefit or defined con

tribution plans sponsored by the Company. 

Section 5.04 - Normal ~fonthly Retirement Benefit 

A Participant's Normal ~fonthly Retirement Benefit, commencing with 

the payment due on his Normal Retirement Date and terminating· with the 

payment due on the first day of the month in which his death shall occur, 

shall be equal to the greater of; 

(1) (a) the product Obtained by multiplying ~nc and three

quarters percent (1-3/4%) of the Participant's Average 

Monthly Earnings by his .Benefit Service, less 
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(b) the product obtained by multiplying one and one-

. half percent (1-l/2~o) of the Participant''s Monthly 

Primar)' Social Security Benefit payable_ to the 

Participant on his Retirement Date, multiplied b)' 
<:.' 

his period of Vesting Service: provided that, such 

product shall not exceed fifty perc~nt (SO~o} of such 

l>f_onthly Primary Social Security Benefit, or 

(2) Seven dollars ($7.00) times the Participant'S Benefit Service, or 

(3) The Participant's Prior Plan Accrued r.JonthlY Benefit, if any. 

The Normal ~lonthly Retirement Benefit. as computed above shall not be 

affected by any post-retirement Social );iecurity benefit changes. 
,, 

Section 5.05 - Early r.fonthly Retirement Benefit 

A Participant's Early ~tonthly Retirement Benefit, commencing with the 

payment due on his Early Retirement Date and terminating with the payment 

due on the first day of the month in which his death shall occur shall be 

computed as .follows: 

(1) As to a Participant who has severed his employment on or after 

his sixty-second (62nd) birthday but prior to his attainment of 

age sixty-five (65), such Participant shall be entitled to an 

Early Monthly Retirement Benefit equal to the greater of: 
(a) (i) the product obtained by multiplying one and three-quarters 

percent (1-3/4%) of the Participant's Average Monthly 

Earnings by his Benefit Service, reduce~ by the factor 

determined by straight-line interpolation in the 

following Table based Upon the Participant's age in 

terms of years and completed months; 

Age at Early 
Retirement Date 

65 
64. 
63 
62 

1.000 
.933 
.867 
.sao 

(ii) less the product obtained by multiplying one and one-half 

percent (1-1/2%) of the Participant's Monthly Primary Social 

Security Benefit payable to the Participant on. the date· he 

severs his employment multiplied by his period of Vesting 

Service, provided that, such product shall not exceed fifty 

percent (50%) of such Month1Y Primary Social Security Benefit. 

or 
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(b) the greater of; 

(i) seven dollars ($7.00) times the Participant's Benefit 

Service, or 

(ii) the P:~rticipant 1 s Prior Plan Accrued Monthly Benefit, 

if (ny, 
after application of the proper factor determined in accordance 

with the table ,set forth in s~:ction 5.05 (1) (a) (i) hereof. 
;/ 

(2) As to a Participant who severs his employment prior to his sixty

second (62nd) birthday but applies on or after his attainment of 

age fifty-five (55), such Participant shall be entitled to an 

Early Monthly Retirement Benefit equal to the greater of; 

(a) (i) the product obtained by multiplying one and three-

or 

quarters percent (1-3/4%) of the Participant's 

Average .Monthly Earnings by his Benefit Service, less 

(ii) the product obtained by multiplying one and one-half 

percent (1-1/2%) of the Participant's Estimated Monthly 

Primary Social Security Benefit on the date he severs his 

employment by his period of Vesting Service, provided that 

such product shall not e:<ceed fifty percent (50%) of such 

Estimated Monthly Primary Social Security Benefit; 

reduced by the factor determined by straight-line inter-

polation in1the following Table based upon his age in years 

and completed months: 

Age at Early 
Retirement Date Factor 

65 1.000 
64 .g33 
63 .867 
62 .BOO 
61 .733 
60 .667 

Age at Early 
Retirement Date Factor 

59 .633 
5B .600 
57 • 567 
56 .533 
55 • 500 

(b) the greater of; 
(i) seven dollars ($7.00) times the Participant's Benefit 

Service, or 

(ii) the Participant's Prior Plan Accrued ~1ortthly Benefit, 

if any, 
after application of the proper factor determined in 

accordance with the table set forth in Section 5.05(2) (a) (ii) 

hereof. 
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Section 5.06 - Late t-lonthly Rethcment a·cnefit 

If a Participant remains in scrvic~ beyond his Normal Retirement Date, 

monthly benefit payments shall be deferred until he actually retires on 

a La_tc Retirement Date, at. which time the. Participant shall be entitled to a 

Late ~lonthly Retirement Benefit computed in' the same manner as set foTth 

in Section 5.04 hereof, based upon the Participant's Benefit Service and 

his y.esting s·ervice to Late Retircri!~mt Date. 

Section 5.07 -· Disability Monthly Retirement Benefit· 

,In the event that a Participant's service is. tel'lllinated by reason of his 

reaching his Disability Uate after having coniplcted te~ (10) years of 

Vesting Service and after having satisfied the applicabJe requirements described 

Retirement_ Benefit cormnencing on the first day of the month coinciding with, 

or next following his attainment of age sixty-fjve (65); provided t}lat he is then 

totally and permanently disabled. Such Participant's Disability ~_!onthly 

Retireme~~ Benefit shall be equal to the greater of; 

(1) (a) The product obtained b.Y multiplying one and three-quarters 

percent (1-3/4%) of the Participant's Average ~lcnthly Earnings 

by his· . flenefit Service, less 

(h) the product obtained by multiplying one and one-half percent 

(1-1/2%) of the Participant's monthly disability benefit 

payable to him, excluding any such pa)1llents p·ayable in respect 

of dependen~s, under the Social Security law in effect on 

or 

his Disability Date (or whictl would otherwise have been 

p·ayable had he !Jlade application therefor) by his period of 

Vesting Service at Normai Retirement Date; provided that, 

such product shall not exceed fifty percent (SO%) of such 

Social Security benefit 

(2) Seven dollars ($7.00) times the Participant's Benefit Service, or 

(3) The. P'-articipant's 'Prior PlaJ1 Accrued ~lonthly Bc:nefit, if any. 

For the purposes of this Section 5.07 _only it shall be assumed that the 
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Par~icipant shall continue to accrue one (1) year of Vesting Service and one (1) 

year of Benefit Service for each calendar year--juring hiS pc1·iod of continuing 

Total and Perma"ilent Disability and. it shall further be assumed that the 

Participant 1 s monttily pay rate in effect inunediately prior to his .becoming 

totally and permanently disabled shall continue in effect until he attains 

-~~ age sixty-five (65) or until his earlier recovery or death and such pay rate 

shall be a~sumcci to be the Participa.nt 1 s Average t-lonthly Earnings. 

In the event of the Participant'S recovery from Total and Permanent 

Disability before age sixty-five (65), if the Participant returns to work 

with the Company within 30 dars of such recovery without any intervening period 

of employffient elsewhere and if the Participant thereafter does not voluntarily 

terminate his employrnen.t with the Company for a period of at least s:bt (6) 

months, then· upon his subseq~ent ·retirement- Or ot~er termination of service 

his Vesting ·service and Bcnefi·~ Service earned while totally _and permanently 

disabled sh~_ll be included with other Vesting and Benefit Service earned 

for the purposes of Sections 5.04, 5.05, 5.06, 5.'07 and 5.08 hereunder. 

The payment of such Disability ~tonthly Retirement Benefit shall be 

subject further to the following .. conditions, exceptions and limitations: 

(4) If a PartiCipant makes application for disability benefits under 

th,e Social Security Act, as now in effect or as hereafter 

amended, and qualifies for such benefits, he shall be presumed 

to qualify for a Qfsability ~lonthly Retirement. Benefit hereunder 

if such disabiement continues to age sixty-five (65). 

If a Participant fails to qualify for disability benefits under 

thC 'Social S~curity Act he shall be presumed to be ineligible 

for a Disilbility t-lonthly Retirement Benefit hcreuriilcr. 

For purposes o..f this_ Plan a ·Participant sha.P be considered totally 

and permanently disabled only if he incurs a medically determinable 

physical or ·mental -impairment, including blindness. ami which 

it is presumed will permanently prevent the Participant from 

engaging ~n any ~cgular employment with the Company. 
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(5) A Participant 1 s Disability ~tonthly Retirement Benefit tomput~d 

in accord3nce with this Section 5.07 and commencing at age· 

sixty-five (65) shall be 1·educed by any Workmen 1 s Compensation 

payments received after age sixty-five (65). 

(6) If the Participant refuses .to under&!'· a medical examination 

ordered by the Committee, provided that the Participant may not 

be required to undergo a medical examination more often then 

every twel.ve (12) months, his Vesting Service and Benefit Service 

shall cease to accrue 30 days after his receipt ~of notice from 

the Committee ordering the medical examination and the Participant 

shall be considered to have voluntarily terminated his s~rvicc 

with the Company' as of the date of such cessation, and benefits 

shav~. be payable only in accordance with, the provisions of 

Section s.os hereof. 

The foregoing provisions of this Section 5.07 notwithstanding, if the 

Committee has reason to question the findings of the Social S~curity Board 

as to the nature of the disability, or if the Committee has reason to question 

whether a condition of Total and Permanent Disability continues to exist, or 

if the ParticiPant fails to make application for disability bcnefi;s under 

the Social Security Act, the Committee may require that the Participant submit 

to an examination by a competent physician or a medical clinic selected by 

the Committee. On the basis of such medical evidence, the determination of 

the Committee as to whether or not a condition of Total and Permanent 

Disability exists, Shall be concJusive. 

Sect ion 5. 08 Vested Deferred ~\Onthly Retirement Bencfi t 

In the event that a Participant's Vesting Service shall be broken in 

~ccordancc with the provisions of Section 1.31 hereof, the Participant shall 

b~ entitled to a VeStCd Deferred ~lonthly Retirement Benefit commencing on 

the date which otherwise would have been his Normal Retirement Date or, if 

later, the first day of the month next following the date that he shall make 

proper application for su~h benefits. 

Such Vested llefcrrcd f.lonthly Retirement Benefit to commence at Normal 

Retirement Date shall be equal to the greater of: 
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(1) (a) The product obtained by multiplying one and three-quarters 

percent (l-3/4:1f.;) of the Participant's Average ~tonthly 

Earnings by his Bcncfi t Service_, less 

(b) The product obtained by multiplying one and one~half percent 

(1-1/2%) of the Participant 1 s Estimated Monthly Prim:1ry 

or 

Social Security Benefit by ·.his Vesting Service; p_rovided that, 

such product shall not exceed fifty (SO'.;) of such Es!-__ imated 

~tonthly Primary Social Security Benefit; 

(2) Seven dollars ($--'7.00) tim~s the Participant's Benefit Service, 

or 

(3) The Participant 1-s Prior Plan Accrued ~tonthly Pe!lefit, if any. 

·The Participant shall have sole responsibility for the proper filing 

of sue}\· application and neithe~ the Company nor the Committee shall have 

any obli_gation to remind the Participant of his rights hereunder. Should 

the Participant fai~ to file his application on or prior to the date five 

(5) years after the date which would have been his Normal Retirement Date 

had his Vcsti~ng Service not been broken·, he shall forfeit all rights to 

benefits under the Plan, and any amounts ptherwise aval.lable to provide 

such benefits shall be applied to reduce Company contributions to the 

Plan in accordance with Section 4.01 hereof. 

Secti~n 5.09 - Termination of Employment Prior to Acquiring n Vested Right 

If an Employee's Vesting Service is broken prior to his having 

acquired a Vested Right as set forth in Section 1.31, he shall forfeit 

any and all rights and benefits under the Plan, subject to the terms of 

Section 3. 06. 

Section 5.10 - Optional Forms of· Benefit 

In lieu of a Normal Monthly Retirement Benefit, an Early ~lonthly 

Retirement B~nefit;':-or a Late Honthly Retirement Benefit, a Part-icipant may., 
ii 

subject to the con\~itions set forth in this Section 5._10, elect to receive, 

one of the optional forms described below which _a!'e the Actuarial Equivalent 

of such normal form. 
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(1) c·ontingcnt Annuitant Opt.ions 

(a) An actuarially 1·cduc_cd joint and survivor monthly retirement 

-benefit with provision for continuation of papncnts of such 

.actuarially reduced amount after his death to a Contingent 

Annuitant designated by him, o_r 

(b) an actuari.ally reduced joint and survivor monthly .retirement 

benefit with provision for continuation of three-quarters (3/4ths) 

thereof after his death to a Contingent Annuitant designated 

by him, or 

(c) an actuarially reduced joint and survivor monthly retirement 

benefit with provision for continuation of one-half (1/2) 

thereof after his death to a Corttingent Annuitant designated 

by him. 

No such election shall be permitted if it shall result i'11 monthly 
'*~ 

retirement benefit payments to the Participant, or tO Pis Contingent Annuitant 

after the Participant's d~ath, of less than fifteen Uolla~s ($15.00), nor .shall 

any such election be permitted if the Conting~nt Annuitant is other than the 

Participant's spouse unless the single sum value of the paym~nts to be made to 

the Participant is more than fifty percent (SO%) of the single sum value of 

the total payments to be made to the Participant and his Contingent Annui~ant. 

(2) Fifteen Year Certain and f.i fe Option 

An actuarially reduced monthly retirement benefit paya_ble to 

the retired Participant during his remaining lifetime after his 

Retirement Date and in the evcJ:t,t of his death within a period 

of fiftCcn (15) years after his RE~tircmcnt Date, payable for the 

remainder Qf such fifteen (15) year period to his designated 

Beneficiary, successor Beneficiary or, if there is no surviving 

Beneficiary the single sum Acti.mrial Equivalent of such payments 

shall be. paid to his estate. 

Similarly, if a Beneficiary receiving payments shall die, the 

single sum Actuarial Equivalent of the remaining payments shall 

be paid to such Beneficiary's estate. 
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.Sud) Opi:lonal Forms of Bcne.fit shall further provide_ a$ follows: 

(3) That in the event ·of the death of the Cqntl!1gcnt Annuitant or 

Ben_e.f;i'ciary Leforu the date when the option is to become 

effective, if said effective date is not la.ter than the 

PartiCipant's Normal Retirement Date, the Participant shall 

receive the normal form o£ benefit at Retirement. Date; 

(4) That in the ev:ent of the -death of the Participant before the 

date when· .the· option is to become effective, if said effective 

date is not later than the PartJ.~Cipant's ·Normal Retirement Date, 

tile designated Contingent Annuitant or Beneficiary shall receive 

nO retirement benefitS --under thl.s Section 5.10, but if such 

·Contingent Annuitant_ or Beneficiary is the P~.rticipant's spoUse 

_said spouse Ula:Y b-~ -enti";.led 'to a Standard Form of Benefit as 

set· forth in Section 5.02 hereof: 

(5) That in the event of the death of either the Participant or 

his_ desigriated Co~tingent ~nuitant or Beneficiary after the 

Parti~};pant •·s Normal Retirement bate and prior to his Late 

Retirement Date., then the survivor of them shall receive payments 

in aCcordance "iith the tenns of the option ele~~ed. 

'' UnlesS one (1) :of the foregoing optional forms of benefit is elected' at 
( 

least ninet}r-·'(90) days prior .to th.C Participant's Early or Normal Reti'rement 

Date, whichever i~ applicable~ such election may be made only upon presentation 

of evidence satisfaCtory to the Committee as to the Participant's good health_, 

proVided that, if a,J~int and survivor option has been elected ·by a Participant 
',' 

at least -.ninety (90) days prior :i_o M.s_ .NoP:i1al Retirement Date and. he shall retire 

on an Early Ret~rement .Date which is less than ninety (90) days after the date 

of his election, and Shal.l be unrible on such Early Retirement Date to present 

evidence of h-is _good h~a.lth sati:;.Iactory to the Committee, ,~he Contingent 

Annuitant option- shall 'become effective On M.s Normal Retirement Date if he is 

livil.1g oii s'aid date~ 

!.n no even.t-, however·, shall any of ·the foregoing Optional Forms of 

·Benefit be ,avai~_~blc· _to a Participarit rCceiving or eligible to receive a 

Disability l-1onthly Rctir·t:mcnt Benefit •. 

-28-
• 



. 

Section 5 .11 Death Benefits 

In the event t.hat a Participant shall die prior to actual retirement 

on his EL'iy or Normal Retirement Date~ no benefit shall be payable under 

this· Plan ·as a result of his prior participation in the Plan Cxcept as such 

shall be provided under the terms of Section 5.02 hereof. In the event 

that a Participant shall die after his actual retirement .<m his Early 

or Normal Retirement Date and such Participant shall n,ot1 have elected to 

receive a retirement benefit under the term of Section 5.02 or 5.10 

he.reof or in the event of his deati1 while totally and .permanently di~ablcd. 

no retirement benefits shall be payable as a result of his prior 

participat;ion in the· Plan. 

SeCtion 5.12 Payment at Other Than f.fonthly Intervals 

If a Participant'~ month!y retirement benefit shall be less than ten 

dollars ($10.00), the Committee may instruct the Trustee or insurance 

company~ whichever shall be applicable. to pay the Actuarial Equivalent 

of the rctirCJllent benefit to which the Participant is entitled in a single 

sum. 

Section 5.13 Proof of Age 

Bach Partic.ipant shall be required to furnish proof as to his age. 

his marital status and, if applicable, his Contingent Annuitant's age 

satisfactory to the Comr.J.ittee and to any insurance company under whose 

contract 'his ·monthly rct~rement benefit shall be pltid, prior to the date 
\: 

such benefit shall become payable. 

·'/ 
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Section 6.01 

AR'riCLE VI 

TilE TRUSTEE 

Acceptance of Trust 

The Trustee hereby agrees to continue to act as; Trustee under the 

Trust heretofore created and to perform the obligatiOns imposed upon the 

Trustee by the terms of thd Plan and Trust Agreement. 

Section 6.02 General Duties of the Trustee,. 

It shall be the dut.y ~of the Trustee to ho;~d the .funds from time to time 

received by it from the Company, to ma1iagc .. inVest and reinvest the Trust Funrl 

pursuant to the provisions· hereinafter set forth, to collect the iJ'i'corne 

therefrom, which, upon receipt by the Trustee, shall the·rcupon become a part 

of the -corpus of the Trust Fund, and be invested and reinvested as such, and 

to make payments from the Trust Fund pursuant to th~ dir~ctioJJ:S of the Committee 

as he1·einaftcr provided. Tile Trustee shall be· responsible only for such sums as 

shall actually be received by it as Trustee, and it shall not be the duty of 

the Trustee to collect any sum from the Company'. The Trustee shall not be 

cOncerned with .the determination of the benefits payable t6 any Participant 

or his Beneficiary or Contingent Annuitant under the Plan. 

The Trustee .shal.l use ordin~ry care and r.easonable diligence in the 

exercise of its powers and the performance of its duties as Trustee 

herein. It shall_not be liable for any mistake of )udgment or other action 

taken in good faith subjeCt, ho~ever; 'to the applicable responsibilities 

imposed up·on the Trustee under {lublic Law 93-406. 

Section 6.03 Investment of the Trust Fund 

(1) Powers and Responsibilities - The Trustee, unless otherwise 

directed in writing by the Committee, shall have the full p01 .. •er 

and aut~ority to invest the funds of the Trust in any investment 

permitted by law for the investment of the assets of an employee 

benefit trust. The Executive Committee may appoint an 

Investment Manager as defined in the Plan, to direct the 

investment and mamigcrnen't of all or a portion of the Trust Fund. 

The Committee shall notify the Trustee in writing of the appointment 
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of an Investment f.lanager and may revoke any such appointment by 

giving written notice thereof to the Trustee. The appointment, 

selection and retention of a qualified Investment f.tanager shall he 

solely the responsibility of the nxccutive Committee. The T11.1stcc 

is authorized and entitled to rely upon the fact that said Invest-

mcnt t-tan~_g£;r is ·at all times a qualified Investment ~!a1ut~cr, as· 

defined in the Plan, until such time as the Trustee has received 

a written notice from the Committee to the contrary or othen~ise 

has k_nowledge of the dis qual ificatlon of the Investment t-lanager, as 

well as to rely. -upon the fact that said Investment f.tanager is authorized 

to direct the investment and management of the assets of the Trust 

. until such time as the Committee shall n_otify the- Trustee in writing 

that another Invcst;ment f.fanager has been appointed in the place 

and stead of the Imtestment Manager named or, in the altern3;1;.i-./,e, 
' .' 

that the Investment t-fanager named has been removed and the 

responsibility for the investment and management of _the Trust 

assets has -been assumed by the Committee or has been transferred 

back to the Trustee, as the Case may be. 

In the event the Committee or <in Investment f.tanager shall 

direct the Trustee with respect to the investment and managemeitt 

of all or a portion of the assets of the Trust Fund, the Trustee 

shall not be liable nor responsible for losses or unfavorable 

results arising from the Trustee 1 s compliance with proper 

directions of the Committee or the Investment Manager which are 

made in accor~ancc with the terms of the Plan and Trust and which 

are not. contrary to the provisions of any applicable Federal 

or State statute regulating such investment and management of 

the assc~s of an employee benefits trust. All directions 

concerning investments made by the Committee or the Investment 

~tanager shall be signed by such person or persons, a~ting on 

behalf of the Committee or the Investment Manager, as the case 

may be, as may be duly _authorizC
1
d in writing. The Tiustee shall 

be under no duty to .question any directions of the Investment 

~lanagcr nor to review any securities or other property· of the Trust 
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constitu:ting assets thereof with r~spcct to which an Investment 

t-tanqgcr !nas investment rcsponsibil:b:·Y, nor to make any suggestions 

to .such Investment ~tanager in connection therewith. The Trustee 

shall, aS promptly a~ possible_, comply with any written directions 

given by the Conunittec or an Investment t-lanagcr hereunder. The 

Trustee shail not be liable_, in. any manner nor for any reason, f-or 

the making or retention o~ any investment pursuant to such direc-tions 

of the Investment Hanngcr. Neither the CommittcC nor any Invest

ment ~la_nager referred to above shall direct the purchase, sale or 

retention of any assets of the Trust Fund if such dircctiqns are 

not in compliance 1~ith any applicable Federal or State statute 

regulating such investment and management of -the assets of an 

employee benefit trust. 

Whether or not the Trustee, the Committee or an Investment 

Manager has the -responsibility for the ·investment and management of 

Trust assets, the following tY:t,cs of investment, in addition to 

any other investments authorized hereunder, arc specifically 

authorized: 

(a) Any savings accounts or other interest: bearing deposits at 

any bank incl~~~ng the commercial division of the Trustee;' 

(b) Any common or collective trust fund or pooled investment 

fund maintained by the Trustee; and 

(c) Upon written direction of the .Committee single premium or 

group annuity contracts issued by a life insurance company 

aUthorized tp do business in the State of California, to provide 

the ·retirement or other benefits to which a Participant shall 

be ent~tled under the terms of the Plan. HOI<~cver, the Trustee 

sh~ll not be lillble for ·the truth of any statements contained' 

in' any application for any such contract, l-:hich statements 

cover information beyond the Trustee's knowledge. 

In the event that the Company shall determine to fund the 

Plan solely by insurance contracts or c?ntract, the Trustee~ upon 

the direction of the Committee shall transfer all assets of this 

Trust to the insurance company or companies issuing such contract 
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or contracts and the Trust shall terminate. lit such event after 

settlement of all accounts, the Trustee shall be fully discharged 

of all cl;~ims and obligations hereunder ... 

(2) Insurance Companies Protected in Dealing. with Trustee -

Insurance companies issuing single premium or f1aster g.roup 

· annuitr contracts to the TruStee under this Agreement may 

deal with the T~·,~stee ~lone in accordance with the terms 

~nd conditions of such contracts, and shall be fully protected 

in accepting and acting upon th? request, advice or 

representation of, or any instrument executed by, the 

Trustee. For all .such purposes, the Trustee shaH be regarded 

as sole owner of such contracts. No insurance company shall 

"be required to inquire into the terms of this Agreement, or 

to determ:i.ne whether action taken by the Trustee is authorized 

thereby. No insurance company dealing with the Trustee shall 

have any obligation to determine that any person upon whose 

life the Ti·ustee makes application for ari.y contract is, in 

f~ct, an eri.ployec. of the Company or is otherwise eligible 

for retiTement benefits or other participat}f\n in the Plan, 

nor sh~ll a1~y such company be responsible for the validity 

of this Tru~ot, or for the acts of any· person or of .the 

Company in r:ts establishment, maintenance or administration, 

or for the P,roper application or disposition of any money 

paid by such insurance company, either as dividend$ or as 

annuity paymt:!nts or as death proceeds under contrac~s, or 

under pledge'. 'or pursuant to surrender thereof. It shall 

be conclusivtdy presumed in favor of insurance companies 

and others d~aling with the Trust in good faith, that any 

and all actions taken by the Trustee in connection with 

any matter or. thing connected with this Trust has been duly 

authorized pUrsuant to the terms of this Agreement. 

-33-
• 



Section 6.04 . Rights, P.m~ers and Duties of the Trustee 

(l) Administ1:ation of Plan by Committee - The Conunittec shall have the 

duty, authority and responsibility to dire-ct the administration 

of the Plan antl, to the- extent herein and in said Plan' provided, 

the Trust, and the Trustee shall follow the written directions of 

the Committee when regularly adopted by the Committee in accordance 

with the provisions of the Plan and this Trust Agreeilicnt. The 

Trustee sh'all be under no duty or responsibility to inquire into 

the acts or omissipns of the Committ~e or the Company, !fOr shall 

the Trustee hav_e any liability therefor. Should it be necessary 

to perform some act hereunder and there is neither direction in 

the Plan nor direction of the Committee on file with the Trustee, 

and no direction of the Committee can be obtained after 

reasonable inquiry, the Trustee shall have full power and discretion 

to act or not to act as it deems appropriate, and in so acting 

or in following any direction of the Cotrunittee, the Trustee shall 

be fully protected and shall _be indemnified by the Company for all 

~lability, except for its fraud, wilful misconduct or gross 

negligence. 

When so directed in Writing by the Conunittee, the Trustee 

shall segregate the Tru~t Fund, set up special trust accounts 

and disburse the Trust Fund when disbursement becomes proper 

under the ·terms of the Plan. Except as provided in Sect:iori 8.08 

of this Plan and Trust· Agreement, the Committee JRay not. direct that 

any payments be made either during the existence or upon discon

tinuance of the Plan which would cause any portion of the Trust 

Fund to be used for Or diverted to purposes other tnan for the 

exclusive benefit of the Participants or their Beneficiaries or 

Contingent Annuitants. 

(2) Third Persons DealinP, ·With Trustee - With respect to any acti.on · 

whatsoever concerning the· money, funds, or property in the hands 

of the Trustee, the signature of the Trustee shall be ·sufficient 

as to any person not a ·party hereto, and no person not a part.y 

hereto shall be rcqJ.Iircd to interpret .. the terms -and condi~ions 

of the Plan or of this Trust Agreement as to the authority of the 

Trustee, or be responsible to sec that any action of t:he Trustee 

is authOriz~~ by the terms of the Plan or of this Trust. Agreement. 
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(3) specific Powers of Trustee -- Except -~or those of tha following 

pow.ers which are investment: powers .·.md which shall have been 

delegated specific-ally by thct,_EXeeuiive Committee to an 

'Investment ~1anager separate from the Trust·ee and subject to 

all limitations stated elsewhere in the Plan and Trust Agreement. 

the Trustee .shall have the following powers affecting the Tru~~ 

and Trust Fund: 

(a) To hold. invest and reinvest the principal or income 

of the Trust Fund in bonds, conunon or preferred stock, 

·other secur:j.tics, or property (personal, real or mixed. 

improved or unimproved, and tangible o~ intangible). to 

acquire an interest as a limited partner in any partnership 

or joint ventu1·e, and, <~:fter approval of the Internal 

Revenue Service, to ho1d, invest and reinvest the 

principal or income of the T~ust Fund in conooon· or 

preferred stocks, bonds, or other securities of the Company, 

to loan J!lOney to the Company, and to purchase from and 

loan to the Company any property, whether real, 

personal or mixed, all in accordance with the provisions 

of Public Law 93-406- and any regulations issued pursuant 

thereto; 

(b) To manage, control, purchase, sell, convey, exchange, 

partition, di\•idc, subdivide, improve~ or repair any or all 

property of the Trust Fund; in connection with any disposal 

of property, to grant options and sell upon deferred 

payments; upon terminations of the T-rust, forthwith to 

""' sell any or all property of the Trust Fu11d and convert the 

same into cash; 

(~) To borrow or raise money for the purpose of the Trust upon 

(d) 

such terms as the Trustee may determine; 

If the Trust Fund shail at any time contain any r.eal prop_erty, 

to lease such property or any part thereof, 'for terms 

w.ithin or exceeding the duration of the Trust, and 

to grant for like terms the right to"mine or drill for 

and remove therefrom gas, oil and other ;nincrals; to 

,_create restrictions, casements, and other 'Servitudes 

thereon; 
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(e) To have, respecting bonds, shares of stock,afid other 

securities, all the rights, vowers, and privileges of 

an. owner, including, though without limiting the foregoing, 

the power of voting, giving proxies, payment of calls, 

assessments, and other power~ dccm~d expedient for the 

protection of the interests of .the Trust Funds; 

participating in voting tr~sts, pooling agreements, 

assenting to corporate sales, leases and encumbrances; 

regardless of limi_tations, if any_! elsewhere in the 

Plan and this Trust ;\grcemcnt relative to ·investments 

by the Trustee, to h;1ve the power of;_;~elling or 

excr.cising stock subscription or conversion .rights," 

participating in foreclosures, reorganizations, 

consrylidations 1 mergers, and liquidations; an~, in 

connection with any such proceedings, to deposit 

securities with and transfer ti1:les to any- protective 

or other committee, under such terms respecting deposit 

thereof as the Trustee shall determine; 

(f) To hold, s~ll, collect, s.ue for, or change any investments 

in its own name or in its ·name as Trustee or in the name 

of its nominee or nominees, with or without disclosurE.·· 

of fidud~ry rc1ationship, the. Trustee being responsible 

for the acts of any such nominee affecting such property, 

but the books of the Trus~ec-shall at all times show 

that ali such investments arc part of the Trust Fund. 

(g) To retain all or· any portion of the Trust Fur..d in cash 

temporaril}• awaiting investment withOut liability for 

interest thereon and to retain in cash without liability 

for interest thereon so much of the Trust Fund as the 

Trustee may ~~eem advisable for the purpose of meeting 

Contemplated payments under the Plan; 

(h) To abandon, t:ompromisc,. contest and arl:~Jt1·ate claims 

·and demands; to institute, compromi~6 and dc'fcnd actions 

at law orcq!JitY (but without obligation so to do); and 

\ to employ sucli_-~. counsel (who may be counsel for the 

·' Company) as tlu~ Trustee sha!-1 deem ~dvisjble; all at 

the risk and cxP~nsc <,l,f the Trust Fund; 
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(i) To advance its own funds to the Trust for any Trust 

purpose, such advances with legal interest thereon to be 

a f,irst lien on the princip_al and the gross income of 

the Trust rund, · dnd to be first repaid out of the gl-oss 

income and/or principal of the Trust F'und; 

(j) Upon any division, or partial or final distribution of 

the Trust Fund, to partition, allot a.nd distribute th¢ 

Trust Fund in undivided interests or in kind, or .partly 

in money and partly in kind, at fair market values 

determined by the t:onunittee; and to sell such property 

as the Committee may deem neces~ary to make division or 

distribution. 

The Investment ~lanager, which may be the Trustee, shall invcr.t 

and manage the Trust Fund assets, having regard to the 

rcquircmcnts-.-,of Public-Law 93-406 -that the Trust Fund shall be 

managed for the exclusive benefit of the Employees with due 

consideration to the requirements that the ass.cts be diversified 

and that the Prudent Man Standard shall be applied in the selection 

of investments of ihe Trust:. 

All discretions in this 'frust Agreement conferred upon ·the 

TruStee, shall, unl~ss specifically limited, be absolute. Tt.e 

enumeration of certain powers and discretions of the Trustee is 

' not to be construed as limiting its general _powers and discretions, 

the Trustee being hereby vested with and havinr,, as -to the Trust 

Fund and in the execution of this Trust Agreement (but subject 

at all times to any specific provisions and limitations in the Plan 

and this Trust Agreement contGined), all the powers and discretions 

that any absolute owner of -property has or may have. 

(4) Records to be l-laintained by Trustee - The Tr(!stee shall maintain 

full and complete records of its transactions for, and funds 

held for the account of, the Trust. Its books and records rclr.tlng 

-thereto shall be open to inspection .and audit at all reason.ablc. 

times by the Company, the Committee, or their duly authorized 

rcspresentatives. 

(5) Reports to be Furnished by the Trustee - Within thirty (30) day.s 

after the end ot: each calendar quarter, the Trustee shall file 

with the Company and the Corn.'Uittcc a written .st~1tcmcnt of account 

setting forth ;:1ll inv,r<i,tmcnts, transactions, receipts and 
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disbursements effected by it during the said period and containing 

an exact description of all property purchased and sold, and 

the cost or proceeds of sale, and shO\iing the investments .h.eld 

on the last day thereof, and ·the ~est of each item thereof as 

carried on the books of ·the Trustee, and on such date, the fair 

market value thereof. 

(6) Compensation of the 'tru~teo, Payment of ·rnxcs, £>tc. All 

expenses of administe:ring the Plan and Trust, including ·reasonable 

compensation to ~he Trustee for its services, or compensation as 

may· from t:ime to time be agreed upon, .shall be_ paid by the Co_mpany • 

. Unless otherwise specifically authorized by the c·ammittec other 

_expenses, including taxes, fees, and~ investment and other 

expcnsc:/incurred in connect~on Hith the administration of 

the Trust Fund~ or for which the Trust or the Trustee in discharge 
,." \\ 

of its duties as Trustee thereunder may become liabie, shall 

be paid by the Company. If the Trust or any part of it shall become 

liable for the payment of any property, estate, inheritance,' 

income or other charge, tax, or assessment which ~he. Trustee 

shall be required to pay, th·e Trustee shall be authorize:d· ·to 

pay such item out of any monies or other property in its hu11:t.!s 

for the account of t~e person whose interest hereunder is liable 

therefor, but' at least ten (10) days prior to making any such 

payment, the Trustee .shall, give the Committee written ~oticc of 

its intention so to. Jfo·. , Also, prior to making any transfers or 

distributions from thC Trust Fund, the Trustee may require such 

relc;.Jses or other documents from any lawful taxing authority as 

it sh3:'11 deem necessary or advisable. 

Any amount hereunder due the Tru.ste'e, or for which the Trustee 

may become liable as Trustee under the Plan and this Trust Agreement, 

which has not been ·paid by the Company within a reasonable time 

shall become a lien on the T:rus t Fund and said amount may be 

paid by the Trustee from the Trust Fund as an expense thereof. 
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If any o.f the distrlbutiOQ-S to Participants and/or their 

BeriCficiaries and/or their Contingent Annuita.nts sha.ll constitute 

laXable wages to such Partic_ipa.nts and/or Beneficiaries and/or 

Contingent Annuiti~nts under the Federal Insurance ContTibutions 

Act or the Federal Unemployment Tax Act, or any amendments thereto, 

or under the la\"S of aqy State, at the time distribution is made to 

them, then, in that event, any tax due thereon payable by the 

Participmlt ctnd/or his Beneficiary and/or his Contingetit Anmlktant 

shall be, upon direction of the Committee to the Trustee, 

withheld from 'any distributions made to_ the Partk.ipant iind/or 

his Beneficiary and/or his Contingent Annuitant, and the amOI.m.t 

. so withheld by· the Trustee shall be paid to the respect ivc 

Federal and/or State govermriCrtts~ 

(7) Resignation - The Trustee may resign by mailirig ·to the Companr 

at the last address known to the Trustee written notice of 

resignation, which shall become effective upon the, exp-:ration 

of thirty (30) days following the date of mailing or upon 

written acceptance of the resignation by the Company prior to 

that time. The affidavit of _any officer of the Trust as to 

the mailing of such notice shall sufficiently establish that 

such notice has been gLven. 

(B) Removal - Upon dircctiori of the Executive Cc;unmittee of the 

Company the Conunittce may remove the Trustee by mailing to the 

Trustee thirty (30) daxs' written notice of remo.val (which notice 

may be waived by the Trustee). The Trus!::ce.- in the event of 

its resignation or removal, shall transfer. assign and deliver 

the Trust Estate to the successor- Trustee. Such rea-sonable amount 

as it and the Committee has ~greed to by separate agreement to provide 

for its termination or closing fcc and any taxes or advances ~hargeable 

against or payable out of the Trust Fund shall be paid by the Company. 

Upon acceptance of> the 'f.ruSt, the successor, without further assignment 

or transfcr, shail becomc vested with all the title, estate, rights, and 

powers (including discreti~nary powers), and be subject to all the duti_es 
d 

and obligations of the Trustee originally appoint.!d, and the resigned '/ 

or removed Trustee shall .have no further J,inbility hereunder. except 

as to a final accountill&· 
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(9) Filling of Vac;;mcics - Vacancies occurring in the Trusteeship.~ 

however caused.,_~ shaU be filled by written designation by'· ~the 

Executive Committee of.n successor 'l't·ustee and its written accept

ance of the Trust, provided, always, that the successor Tt·ustee 

shall be a corporation qualified and doing business in California 

and subject to the jurisdiction of the California Superintendent of 

Banks or the United States Controller of the Currency or a bank that 

is a member of the Fed-eral Reserve System. Any Vacancy not filled 

under the foregoing pr_ovi~ions within thirty (30) days after its 

occurrence, may be filled by appointment of a Trustee by a 

court of competent jurisdiction on application of -the Company or 

any person· interested in the Trust. 

(10) Effect of Conunittec's Approval - The approval by the _Committee 

of any report or accounting by the Trustee, inCluding an 

accounting by any resigned or removed Trustee, shall be a complete 

release-·and discha~ge to the Trustee, or to such resigned or removed 

Trustee, as the case may be, as to the matters covered by _any 

such report, and shall be binding upon all Participants and their 

Beneficiaries. Failure of ·the Conunittee to object to the Trustee 

in writing within sixty (60) days after the receipt of any such 

report or accounting from the Trustee shall constitute approval 

by the Committee of such report or accounting. No successor 

Trustee shall be liable or responsible for anything done or omitted 

in the administration of the Trust to the date it shall have 

become such successor Trustee, nor, except upon the Company's 

written direction, shall it .be reqUired to inquire into or tal;e 

any action concerning the acts of·any predecessor Trus~ec. 

{11) lnter-pleader, Etc., in Case of Disputes - The Trustee, in the 

event that any dispute shall arisc·as to the person or persons 

to whom payment or delivery of any funds, contracts, or property 

shall be made, may retain such funds, contracts, or property 

without lfability for interests, and may decline tO make 

delivery until an agreement_ satisfactory to the Trustee covering 

such dispute, or a fiual adjudication concerning it, shall have 

been ma-de. In suCh event, the Trustee may file an appropriate 

action in intr-~pleader, the costs of same to be borne by 

Participants, or their Beneficiaries or Contingent Annuitants, 

or the Company, and not by the Trustee • 

• 
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(12) Court Proceeding~- - In any application to or proceeding or action 

in the· courts • only the Company and the Trustee shall be necessary 

parties and no Partie ipant or other persons other than the 

InveStment Manager shall be entitled to any notice or' service 

of process. Any judgment entered in such a proceeding or action 

shall be ·conclusive up:.ln all persons claiming under this Trust. 

(13) Adequacy of Trust Fund - The Trustee shall not be responsible 

for the a'dc·quacy of the Trust Fund to meet and dis~~argc any or 

all payments and liabilities under the Pia~. All persons 

dealing ·with the Trustee_, excepting the Cor.unittee, arc released 

from the necessity of inquiry into the decisiOn or authority of 

the TrUstee to act, ,and from responsibility for the application 

of .any monies, securities or othe_r property paid or delivered '.: 

to the Trustee. 

(14) Trust Irrevocable - The Trust hereby created shall be irrevocable, 

it beiilg the intent and purpose heteof that, except as provided 

in Sectio";' -.7 .01 of this -Plan, no part of the corpus or income 

of the Trust Fund shall be used for or diverted to any purpose 

other than the exclusive benefit of the Trust 1 s beneficiaries 

as herein provided. However, ·nothing herein- contained shall 

prevent the Company from terminating the Trust in the manner 

provided in Section 7.01 hereof. 

(IS) 'Limitation on Duration of Trust - The Plan and the Trust hereby 

created shall continue in effect indefinitely; pro:Vided .. 1 however, 

that the Trust shall termihate upon the death of the last survivor 

of such persons receiving benefits hereunder, w'ho were living at 

the t'imc of the creation of this Trust, Provided, further, 

however, that if, as and when this Trust, without the benefit of 

the preceding provisions, shall not offend against either the Rule 

against perpetuities or the provisions of Section 715.2 of the 

Civil Code of the State of .California, then such provision of this 

Section 6.04 (15) shall have no force or effect, and this Trust 

shall continue in perpetuity unless otherwise terminated as herein 

provided • 
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ARTICLE VII 

DISCONTINUANCE ANU AMENDMENT OF TilE PLAN 

Section 7.01 - Discontinuance of the Plari 

It is the expeCtation of the Company thatf'\_t will continue the 
~---

Plari indefinitely, but the continuance thereof is not assumed as a con-

tractual obligutio1t by the Company and the right is reserved to the Company 

by action of its Board of Directors at any time to discontinue it. Such 

discontinuanc~ of the Plan shall not have the effect of revesting in the 

Cor.ipany any part of the Trust Fund~ except as to any amounts which the 

Company shall have contrlbuted as the result of actuarial overestimates. 

Prior to .discontinuance of the Plan the Company shall give the 

Pension· Benefit Gua1·anty Corporation notice of sUch discontinuance at 

least ten (10) days prior to the effective 4atc thereof. The Pension 

Benefit Guaranty Corporation shall have at least 90 dayS in which to determine 

whether the assets of the Plan are sUfficient to provide the basic benefits 

of the P1an when due. During such time no benefits .. shall be paid from 

'the Trust ·Fund until notice of suffici_cncy is obtained. If the Pension 

Benefit Guaranty Corporation £inds that the assets are sufficient and 

therefore permits the Company tO discontinue the_ Plan, the Plan assets shall 

then be allocated in accordance with Section 4044 of Public Law 93-406 

or any successor statutes or regulations fSsued pursuant thereto~ 

Plan discontinuance or tennination may be instituted by the Pension 

Benefit Guaranty Ccrporation as ~pcci_fied in Section 4042 of Public Law 

93-406 and such Corporation may establish procedures governing· the" 

diStribution of the assets. 

Section 7.02 - Continuance of the Plan by a Successor Corporation 

In the event of the consolidation or merger of the Company with or 

into ilny other corporation, or the sale by the Cornpan}· of its assets;; the 

resulting._ ·successor corporation may continue the Plim by adopting the same 

b-y resolution of its Boal'd of Directors, by appointing a new Committee, 

and by eXecuting a proper supplernentall agl'eement to the Trust Agreement 
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with the Trustee. If~ within ninety (90) days from th,c effective date 

of such consolidation, merger or s-ale of assets, such new corporation docs 

not adopt the Plan, the Plan shall be automatically terminated, 

rr· any wholly owned subsidiary or a.ffiliatcd corporation of the 

Company which shall have,. elected to adopt the Plan for the benefit of its 

Employees shall be merged into or consolid~ted with, or shall transfer 

its assets or ··business to,. any c·orporati6n other than the Compariy, the 

Plan shall not b_C terminated but shall continue in effect as to the 

Employ.ees of the Company and itS rcm..1.ining wholly owned subsidiaries or 

affiliated corporations, if any, which shall have adopted the Plait for 

the bcncfi;t 0£ their respective Employees. In addition, the resulting 

successor coi'poration.or corporations to the said subsidiary or affiliated 

corporation, by action of its Board of Directors, may elect to cuntinue 

the Plan in. effect as to the Employees of such suh~idiary or affiliat·cd 

corporation who continue ·-.:o be employed -by s'Uch successor corporation or 

corporations; provided, however, that the Plan may not be so continued as 

to such Employees of such successor corporation or corporations without 

the express approva1. of the Board of Directors .of· the_. Company. If the' 

election by the Board of Directors of such successOr corporation or 

corporations so to continue the Plan and such approval by the Board of · 

the Company is not made within ninety (90) days from the effective 

date of such merger, consolidation or transfer of the assets or business 

by such subsidiary or affiliated corporation, or if such subsidiary or 

affiliat-ed corporation shall be legally declared bankrupt or insolvent, 

the Plan shall automatically terminate as to the Employees of such 

subsidiary or affiliated corporation. In that event., the interests of such 

employees of su.ch subsidiary or affiliated corporation ··who .were Partidl,pants 

at the time of such termination"will be determined pursuant to the 

provisions of Sectiori 7.04 hereof. 

If any wholly owned subsidiary or affiliated corporation of the Company 

which shall have -elected to adopt the Plan for the benefit of its Employees 

shall be merged int·o or consolidated with, or shall transfer its assets 

or business to, the Company, the Plari shall automatically continue in 

effect as. to the Employees of such subsidiary or affiliated corporation_, who 

as a rqsult of such merger or consolidatiOn or transfer of assets or business 

become Employees of the Company. 
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In the event that ·this Plan shall be merged ;.md consolidated with any 

other plan or 1 ts assets transferred to any other plan, tho Plan Administrator 

shall file with the Secretary of the Treasury, at least 30 days in advance 

of the date such action is to take place, a certification by an 

Em·olled Actuary that each Participant's bcncf,its as determined inuncdiately 

after such action shall not be leSS;· than such Participant 1 s benefits as 

determined inuncdiately pri.or to such' aCtion and each such· P:nticipant shall 

be ·so i'nformcd. 

Section 7.03 - Termination of the Plan on Dissolution of the Company 

In the event the Company is legally dissolved or liquidated by any 

procedure other thati by a consolidation or merger or sale of its asSets, the 

Plan shall be automatically terminated~ 

In the event any wholly -owne~ subsidiary or uffili.t'ted corporation 

of the Company which shall have elected to adopt the Plan for the bcn·efits 

of its Employees is legally dissolved or liquidated by any procedure 

other than by ~ consolidation or merger or transfer of its assets or 

business, the Plan shall automatically terminate as to its Employees. 

In that event, the interest of such Employees o£ such subsidiary or 

affiliated corporation .who were Participants:·· at the time of such termination, 

Will be determined pursuant to the _provisions of Section 7.04 

2ection 7.04 - Vesting and Distribution on Discontinuance 

If there is a complete or partial termination of the Plan, the entire 

interest of each affected Participant shall vest one hundred percent (100%) 

illi11ediately and the assets shall be allocated in accordance with Section 7. 06 

hereof. The Plan shall be considered parti~lly terminated only after a final 

determination initiated by the Secretary of the Treasury or the Pension 

Benefit Guaranty Corporation. Any further liability of the Company, in the 

event that the assets are insufficient to cover the accrued benefits, shall be 

subject to the applicable provision of Sec~tion 4062 of Public Law 93-406. 

However, in the event of such termination, presuming the assets are adequate 

therefor, the maximum amount payable to a Participant shall be the benefits 

,oJccrued to. date of termination as if his employment then terminated,. which 

benefits shall be payable at Normal Retirement Date, or a lesser amount, being 

the Actuarial Equivalent thereof, shall be paid in the event of earlier 

distribution. 

Notwithstanding anything in· this Plan to the contrary, if the full 

current· costs of the Plan attribUtable to the Employees of the Company 

have not been met by the Company at any titnc within ten (10) years fro111 
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Jnmmry 1, 1970, benefit limitations .shall apply as respects any of thn 

twenty-five (25) highest paid Employees of the .Company on January 1, 1970 

whose annual t·etircment benefits under this Plan shall exceed one thousand 

five hundred dollars (~1,500.00). Such an Employee. shall be entitled 

to a benefit valued as the largest of the following amOunts: 

(l) The Compuny contributions (or funds attributable thereto) 

which would have been applied to provide the benefits :for 

the Employee if the Pla1i_ J):S constituted· prior to January 1, 

1970, had been continued 1'lithout change; 

(2) Twen_ty thousand dollars ($2o;ooo); or 

(3) The sum of (i). the· Compoiny contributions (or funds attributab:le 

thereto) which would have been applied ·-to provide benc£:its 

for the Employee· under the Plan if it had been. terminateq .on 

December 31, 1969, and (ii) the amotint computed by multiplying 

the number of years for which the current costs of the Plan 

after that date arc met by twenty percent (20\) of ·thP.: first 

$50,000 of the Employee's annual compensdtiQn after 

December 31, 1969. 

The foregoing limitations shall also apply to the 25 highest paid 

Employees of each subsidiary or affiliated_ corpora~ion upon termination of 

the Plan prior to ten (10) years from J'anuary 1, 1970, or .prior to ten (10) 

years from the date when the Plan shcill have become effective as to such 

subsidiary or affiilated corporation, if' later. 

Nothing herein contained shall restrict the full payment of any insuran,r.e, 

death or survil'or's benefits on behalf of an Employee of the Company who 

die-s while the Plan is in full effect. and its full current costs haye beCn 

met, or restrict the current payment of full retirement benefits called for 

by the Plan for any retired Employee of the .Company, while the ·Plan is in 

full effect and its full ·costs have been met. Any sums reverting to the 

Trustee by reason of the ~·estrictions herein contained shall be_ distributed 

or used pr_o rate foT -the benefit of the then participating· and retired 

Employees of the Company concerned, other than the Employees to Nhom such 

restrictions apply, in proportion to the credits to which they arc entitled 

as of such time. 
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The ter_ms of this Section 7.04 shall be inoperative if the full current 

·costs Of the Plan have been met during the period conunencing on January 1, 1970, 

and ending on the date the Plan is terminated, and in any -vvent shall be 

inoperative at the time the provisions of Treasury Regulation §L401-4(c) or 

any substitute therefor arc no longer effective or applicable. In the event 

the Plan is terminated within .the period during which this .Section 7.04 is 

operative apd d'uring which full curtent cost~ have not been met, excess ·reserves 

arising from appliCation of the restrictions contained in this_ Section 7.04 

shall be applied first to meet th~ full current ·:I.:osts of Employees not 

res.tricted by this Section 7.04, in the following manner: to each si.Jch Employee 

in the ratin that the reserve li_ability then attributable to him bears to the 

total reseive liability .under the Plan. After providing for the £'ull current cost 

of benef-its for Employees not subject to this Section 7.04~ the remaining 

excess reserve arising from thi.s ~ectjon 7.04 shall be reallocated t,o the 

Employees subject to this Section 7.04 in the following manner: to each such 

EmploYee in the ratio that the undiminished excess reserve attributable to him 

bears to the total undiminished excess reserve arising by app~ication of this 

Section 7.04. r: 

Section 7 .OS - No Discontinuance of P1an by Failure to Contribute 

A failure to contribute to the Trust in a year l'l'hen no contribution by the 

Company is required Under Article lV hereof sh~ll not operate to discontinue 

the Plan· or the Trust. If suspension or discontinuance by- the Company 

of contributions to the Trust shall at any time affect the benefits to 

be paid or made available under the Plan or cause th~ unfunded past service 

cost~·_:at any time (including any unfunded prior normal cost and any unfunded 

interest on ·any unfunded cost) to exceed the unfunded past service cost 

as of the Effective Date of the Plan plus any additional past service or 

suppl_emental costs added as the result of any Rmerdme:nt made to the Plan 

after its Effective ilatc, such suspension Or discontinuanCe of the 

contributions shall have the effect of £ully vesting the interest of 

any Participant who terminates his cmployr.tent with the CQmpany during 

any ~ucll suspension or following the discontinuance of contributiOns I,y 

the Company. In such event the vested interest of any such Participant 

shall be determined and distribution thereof shall be made as provided in 

Section 7.04 hereof. Provided, however, that if th~, Company should, 

withi.n two (2) .Years following the close of the· taxable yea.r in which 
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contributions were due, bUt not made, by it to the T1·ust resun_1c contributi.ons 

thereto in _an amount sufficient to cover the current costs of the Pl:tn 

based upon the benefits to be provided uridct· the Plan, then and in thnt 

event the interest of a li3.rticipant who terminated during the aforesaid 

period of suspension or discontinuance of cqntributions to the Trust 

shall not be vested as':providcd in Section 7.04_, but shall be Vf)Stcd as 

provided in Section 1.31 and s.·os hereof, and .in the evcr.t of such, con

tributions ~hall be made up· including interest at the rate c_arncd by the 

Tru-st from the _dates of such suspcnOcd contri_t>ution·s. 

Provided further, that in the event the aforesaid suspension or 

discontinuance by the Company of contributions to the Trust is followed 

by termination of the Plan, the vested interest of all Participants in 

the Plan, including, those who may have terminated their employment with 

.the Company during such period of suspension or discontinuance of 

contributions, shall be determined. pursuant to Section 7.04 hereof as 

of the time such 5uspcnsion of discontinuance ·of contributions first 

occurred. 

Section 7 • 06 Liquidation of Trust Fund 

Upon termination of the Plan the assets of the Trust· Fund _shall be 

liquidated after provision shall be made for the expenses of administration, 

termination and liquidation, by the payment (Or provision for the payment) 

of benefits accrued prior to the date of termination in the following 

order of precedence: 

(1) Benefits to Employees, Beneficiaries or Contingent Annuitants 

who began receiving benefits at least three (3) years before_ 

the termination date,of the Plan (incl:Uding thosc.benefits which 

would have been rcc_eived for at least three (3) years if the 

Employee had retired) based on Pian provisions in effect during 

the five (5) years next preceding. te·rmination which produce 

the srr.allcSt benefits; 

(2) .nll other benefits i~sured by the Pension Benefit Guaranty 

Corporation (including benefits that \oiould be guaranteed_ except 

for the special .limitation on coverage of a "substantial owncr11
); 

(3) all other non-forfeitable benef-its under the Plan; 

(4) all other benefits under the Plan; 

ns set forth 'in Public Law 93-406 or any regulations issued pursuant thereto. 
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Section 7. 07 Amendments 

Th~,<,Company by action of its Board of Directors, may at any time 

and from time to time amend the Plan; providc.d, ·however, th::~t no amendment 

shall be made at any time, the effect of which would be: 

(lj To divert the Trust Fund to .purposc·s other than for the: 

(2) 

exclusive benefit of the Participants and their Beneficiaries 

and' Contingent Annuitants; 

to cause any part of 'the assets of the Trust to rcver1~ to or 

becom,e -the propertY o~ the Company; 

(3) to increase the duties and liabilit.~es of the TruStee withou~ 

·its written consent; or 

(4) to alter retroactively or impair the rights of PartiCipants or 

their Beneficiaries, Contingent Annuitants or estates insofar 

as they exist at the time of such amendment. 

Notwithstanding anythin& he~ein to the contrary, the -P.lan may be 

amended at any time, if necess~ry, to conform to the proVisions of the 

Internal Revenue Code with respect to Employees' Trust or any amendment 

thereto or regulations issued pursuant thereto. 

ARTICLE VIII 

MISCELLANEOUS 

Section 8.01 Right of Company to Dismiss Employees 

Neither the action of the Company in establishing thri·. Plan nor any 

action by it or by the Committee under the ~revisions hereof nor any 

.jJ'rovision of the Plan shall be construe-d as giving to any Employee of 

the Company the right to be retained in its employ or any right to any 

Faymcnt whatsoever, except to the extent of the benefits provided for by 

the Plan to be paid from-the Trust Fund or under the terms c~ an insurance 
:.~, 

company contract. The Company expressly reserves the .right at any time 

to dismiss any .EmployCe without any liability for any claim either 

against the Trust Fund_ for any payment what5:ocver except to the extent 

provided for in the Plan, or against the Company. Termination of actual 

employment ·shall cons·titute termination of participation under the Plan .. 
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section 8.02 Company's l\~sp01H;j bili ty Limi t.~d 

All beneflts payable under the. Plan shall be paid oi.- jl~ovi.d<":d fat 

solely from the Trust Jl':nd ~r under the terms o,f any applicable insurtmcc ,_, ' 

cQntrnct, and the Comp:my -ussumcs no rcspor.sibility for t.hc acts of the 

cOmmittee or of the Trustee, exc~pt as herein expressly provided, and 

shall not be li(blc for any losses of the Trust Fund, subject to require-

ments of Public Law 93-406. 

Section 8.03 Notices of Participants to be Piled with t-he C~rnmittcc 

Whenever any action shall -be ~aken hereunder by a PaTticipant with 

respect ·to th~ exercise of any -option or t_h_e. designation of any Beneficiary, 

he shall give written notice thereof on a· form furnished by the Committee 

for such purpose and filed with- 1Co;;t.'Ili_~'te,~. 

Section 8.04 Plan Intended to Conform to Internal Revenue 
Code Provi!,'ions .Relative to '.Employees' -Trusts 

It is the intent_!_on. of the Company that it '~hall be impossible for 

any part of the Trust Fund to be u~ed for or div~rted to purpos.es other 

than for the exclusiv~ benefit of the Employees of-~ha Company and their 

Beneficiaries and Contingent Annuitants, except in the case of actuaiial 

error. It is further the intention Of the Company that this Sec_tion shall be 

construed to follow the spirit and intent of 'the ·present Federal Income 

Tax Lab' and regulations .or any -future Federal Tax Law or regulation 

gove_rning trusts for the exclusive benefit of EmplOyees, to the- end that 

the Trust Fund Shall be incapable of· diversion by any means whatsoever~ 

Section.-8.05 Spendthrift a'ld Loan Clause 

None of ·the benefits, payments, proceeds, clair.ts or rights of any 

Participant, Benef~.ciary or Cont~ngcnt Annuitant hereunder shall be subject 

to any c~~aim or anf creditor of ~ny such Participant, Beneficiary or 

Contingent Annuita~t and in particular the same shall not be subject to 

attachment or garnishment or other legal process by any creditor of any 

such Participant, Beneficiary or Contingent Annuitant nor· shall any such 

Participant~ ·Beneficiary or Contingent Annuitant have any right to alienate, 

anticipate, commute, pledge, encumber, or assign any of the benefits 

or payments or proceeds which he may nXpcct to receive, contingently 

or othenlise, under the Plan. No Participant or spouse Of a Participant 
' 

shall have the right to borroi.,. from the Plan .under any circumstances. 
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Section S.O"tl Valid it;: 

If any provision o'Fthis i.n:;t,._.wnent shaU be held by a coul"t of 

compet'ent jurisdiction to be invathl Or unenforceable, the remaining 

provisions hereof shall 9-ontinue to be fully effective. The provisions 

hereof shall be construed, administered, and enforced acco:.:-ding to 

the laws of the Stnt·e or".Cali"forn~a to the extent not preempted by the 

la\'o'S of the United States. All actions regarding th~ Plan and Trust 
D 

or fiduciary _obligations related thereto, shall be brought in a court 

convened in the $tate of· California. All contr~~utions to the Trust 

shall be deemed to take place in the State of Cali£ornia. 

Section 8.07 Employees of Newly Acquired Companies 

In the event that a ~ompany or corporation shall be 6Cq~ired by 

Blue Chip· Stamps and shail 06coine .a divis_ion, or a wholly· owned .subsidiary_, 

or an affiliated coinpa"iiy of BlUe Chip Stamps, the Board of Directors of 

Blu.c Chip .Stamps, shall determine whether or not the. employees of said 

acquired compa·ny or ·co!iporation shall participate in the ·Plan. If the Board 

of Directors o( Blue Chip Stamps determines· that the employees of said 

acquired company or corpor~~ion shall be eligible to participate in the" 

Plan, the Board shall further determine how much, if a!.lY 1 of the con'tinuous 

service of each such employee prior to the date of acqUisition of s"aid 

company or co!'pOration shall be considered as Vesting ~ervite ali,d· "Benefit 

Service for the purposes of the Plan and shall di::ter~Uinc all other· matt.ers 

related to the benefits provided by the P·lnn for such·.;cmployce ·for such 

periods of Ve:sting Service and Benefit service, provid~d that, subject to 

-the terms of Section 1..14, such determination shall ni>.t discriminate in 

favor o.t Or against any employee or class of ·employees' qf said company 

or corporation. 

Section 8.08 - Return of Company Contributions 

The t:ompany has no benCficial interest in the Trust" Fund, and no 

part of the Trust Fund shall. revert or be re_paid to· the Company directly 

or indirectly, except as provided in section 4.01 "hereof. 

Section 8.09 Headings 

Headings of Articles and Sections arc inserted solely for convenience 

and reference. They constitute no part o£ the Plan~ 
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Dated this __ _,l~lt7'h'-,-__ __;day of _ _.:.M:::a.:..rc:.:hc:_ ___ , 1977. 

(SEAL) 

Approved as to fqrm 

1$1 R MjchaPl Wjlkjnson 
' Attorney for 
B.1ue Chip Stamps. 

(SEAl) 
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By !Sf 

By /S/ 

E. w. Ford 
V1ce Pres., dent 

Brent,·w. ·'car·r 
Trust Offlcer 

I.R;S'. Favorable Determination 
Letter - February 28, 1977 
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