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PART I 

I t.crn 1. 

Diversifi1.::d Hetaili.nsr Company, Inc. (the "Company"), a 

M<.<.ry land COl"flCH:-ation, is a h-~>1:5.ing company whicl·1 n1r,derr:: :C:i.nanc:ial 

and operating advice to its wt10J.1.y-·owned subsidici.ry, As~'ocil.1tcd H.eUd.1 

Stores, Inc. ("Associatcdc'), an Illinois corporation, nnd to Associa·· 

ted'~ subsidiaries. The Company also owns certain marketahle securi-

tip·.:.~. 'l'hc:: C'::-.•rnpany has no direct employ<:·!CS; its Chairman of. the Bo.::.rd 

Gf Di~ectors, Warren E. Buffett~ serves the Company without compensa-

tion, and its chief executive officer, President Robert M. Goldman, 

receives a share of certain legal fees as a partner in Frank, Bernste~n: 

Conaway & Goldman which renders sundry legal services to the Company. 

(See "Item 12. Dire~tors of the Registrrmt" and "Item 13 .. nemuneration 

of Officers and Directors.'') With respect to material corporate matters, 

Mr. Goldman acts only with the approval of the Board of Directors of 

the Company. 

Associated operates a chain of popular priced women's and 

C.:~:rp. ~:if Hebraska ("Reinsurance") , a Nebraska. corpora ti on, i::i engc:v:i•.::d 

solely in the business of accepting portions of reinsurance contracts . 

.n.ssociated wiwlly-·owns two other subsi<.1inries: Fnshion Outlet of .V,:i.chi·-

gan, Inc. {"Fashion Outlet"), a M.ichigan corporation, which operates 

a single popular priced ·women 1 s and chi.lc~ren' s apparel store located 

in E'.,:HJinaw, Michigan, nnd Anbec, Inc. (:'hnbec"), nn Illinois corporation, 

which owns irnproved pre.mises in Chicago, Illinois, in which ll..sE;cc.~.ated 

Opl•ra.t:es one of its retail stores. 

-r.,,C'()••·i .. J-,,_d Rnta' l s1·01·c.-· I.,..,,c * ~-.. ~~ -~ .~·~~--..:~-~~·--_____ ·:::..-___ -__ ._..::._..!_ _ __!_ !.• 

Associated operates sc~venty-onc: st:ores which rett.t].1 popuJ.:~;· 

p:.:·.;_r·,cd women's, and in a number of ston~s, child:cen' s apr.ia~~;::l 1 consi;;·-

i..1 '::: ~-..;·.i ncipully of coc.1ts, drcsf;c~s .· st:d ts, sport!:; \JCLl.:c, lintJncL.::, 

fo·,1:1 .-~:-.~ .. ions, hosiery and accessories. P:C"sent storo3s are loci-l.ted in 

*'1.'hQ "L.t::X.L uf ''l~:~::.o~~ ... d .. L~L1 i.-,~-!1..ct.l . .!. l)LUL<:~s, :L1J1..'., unt1t:J. "Item l, Busin 1:·r,~.:;·· 
and "Item 3. Proper tins•' de~.;crib~~s ci.rcn111stnnces c>:i sting .:1s at 
Jann:11:y 30, 1971, \.Inl.er;~; ot:lle!"\·1.isi:.~ provid:~d. 



Yorl~ Ci i..v, Gal~Y' Colrnnbur:;' l~krcm' v:c:i·C.crbury I 'l'olcdo c.mc"1 Cincin~·1al:.i. .. 

'l'he poy~ . .lJ.<.n.:--pricc.Ll. women 1 s and children's apparel lines are vdrnini-· 

ster~d ~hrough tha New York headquarters of Associated. 

loc.:itc·;_: in dm·:rl"l:.o·.m / nc.i.::_rhborhood and shopping center retail 0reas in 

separut -:.: ly lcasr.:.'cl or O'."ll1L'd premises. (Sec "l~~;soci<.d::cc1 Retail Store~~" 

under "Item 3. Properties.") Presently, As~ociated docs not operate 

a.ny lc~:.::::ed depart.Hv2nts or concessions in any U.cpartn~c~nt or discc-.mt 

stores, I.eased d~:partmcnts formerly operated by Associated in l!e. :l. sner 

and certain other discount stores were finally discontinued '"" c• C'.l .J of 

Febru.::ry 22, 19G9. In plac8 of said leased departments or concessions, 

Assod.c:.ted has o!_:iened its own sepan:tte store premises. 'l'he l\::>socia.ted 

stores operate u;·ider various names, including Blaunc:r' s, Cotton Shops, 

Fashior Outlet, G~A. Gaytime~ Goo<lwin's and York. 

;.\ssoc i.:~ t(:ri S8·JJ::-:: tnrougn J. ts mercr~.:u1aising pe:J . .1 cy, ii.:~ 

(other t:hun bank cr..a:cge <wcount plz;ns) to afford customers wide\ i:~elec-· 

tions ':bL:.P ma.in taining its overhead costs at as lo\'1 a level ;1s :i:.•ossible. 

In a~a3~ion, Ass0ciated utj_lizes interchangiblc store fixtures to affor6 

relati~·a ease in opening and closing store outlets. All stores oparalcd 

by l~ssc1 siated an·~ served by u. central buying and warehousing orq:·:nizati.'.)n 

located in New Yor~ City. l\. staff of h%'nty-i.:v10 merchandise mnnC!i:Jers, 

buyers,. and ass:L:;;t,:-.nts maintain dc:~:~ly personal contact with th.; \·arions 

New Yo::.·)~ <:md ot11f:r apparel mo.rkets. Nearly ull receiving and purchasing 

activi-:·:).es are ce::vhict0.<1 in the Ct'ntral \·1u1·chouse f1·0111 which shi.T'ments 

invent c. ·.cy con tr(~1 c:i.nd arrnlyf_:is p-.: :i 1:1tlriJ.y tl"~rough the: use of a 11_·ased 

to seeL to idc::n t:Lfy popl1 laf'" and Lu:: l: solli!t~ i tcms for rapic1 ruplclcc·-
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in price for c.iuicl~ (-~ ·>:r_:•c.su.l. 

l\!-~;-;cx:.i a1:..--•<l (·~:in·L0y~, < ::~:1roxili1<.~ ~ ·1 y one i. "'",·'·;:mo. f·~···.·:: hnn:.-!ll}I~ 

reaching 01~"· thousand sr:Vcn hur,c~rcd (.L, "/1'10). l\p_c:.c)::irnc.i.·l:el/ i:hree 

hundred (300) tJf thc!:>C arc wu.:re:l1ouse c:rnd office c1.\ployecs - varyL1g 

seasonally by on(~ hundred (100) more or loss. i\ll ~::ales pci:sonno.J. in 

the stores a.n.! paid a11 hourly ::ate:; v.nci .r10 sales co'1~:nissions <:n7e p;:i.id. 

Approxirnatc!ly 80% of Associe:d:c~d' s C::mployr:r.:s ::1rc: CCJVt.:red by union ,:on

tracts which expire ut various pe:1::i.ods. ·'rbere llc-·tvc' bt~~en no ~>.ignifi-· 

cant changes in employee relations duri119 the past fiscal year and 

Associa.ted considers its employee relc:1tio:1s to be satisfi:lctory. 

In most of the store locations, particularly those i11 larger 

cities, the business of Associated is highly competitive with other 

stores selling similar merchandise, inc1 n:·1 ing disconnt a1~d <.1.cpartmon t 

stores, specialty shops and sol:l() storc:n operated hy national cha.ins. 

Fashiori. Ou.tlc!t of t·1ich :i.sr,rn, :L:1~~. 

Fashion Outlet operates one store in Saginaw, Michigan. It 

conducts its opc·rc:.tionf; in t.ho. same JKrn11c:1· as all r~s£;ocj <11·cd sto:c~~s 

and ca:t·ries the--:! Fusldon Outlet name in oi:c1er to rc•tain tho J:ight of 

use of thif; na.rr.e. in the Sta to of Michi~rc.n. 

Anbec, Inc. 

In June, 197 0, l\.ssoc:J.;1t:ec1 purchased for. $:5, 00 O nll of: the 

outstanding capital sl;ock of J\nbec from Buffett Part:nersbip, J.Jtd., 

Wheelt!l", Munger. & Co. and Piv~t Manhatt.:ir1 Co. J.n connection with 

said purcha::.-r~, l\.s~1c.1ci.:ited paid certain p1~~;missory notes in the total 

amount of $20, 000, which note~:; 1dcr:e yx1yahl.c by Jrnbcc and heh:, by I.?ut'f:ett 

Parl:nc::csl1ip, Ltd., '\\1hrJelc:.r, Mun,1cr & Cn • .:1nc1 F.i:,s~t J\lr-,nhatt:c·.n Cn. 

Anbcc' s onJ v activity is tho cY.'nt~j.'f·d1ip ci~: tho ir,'m:ovod 

real propr::-rty loc<:L b.:i(1 :·1 :-: 1.J.1 :U. Sou 1·h Mic-l d.g0n Avr·ni·(~, Cld c~1r10, Ill i.th'..'.l s, 

which l·.nhec l.c·..:~:t'S tn l\•;:~">r.:-i.•1:r-d feir th<• OP(J?:'C'.'i:ic1!1 of '':·1n of its 

- 3 ·~ 
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H\! :i.n-:· tn-c1ncc Corp. of l7C'li "d nka --- .. - .. . ... ~ ·~- ..... - ,. '. ~ - .... --- -· . . . . .. . -- - .. 

and off cred to Rein sm7~':ncu by the ).:oin~~ur t:..ncf: di v:i.sion of l·•flt ionnl 

Inc.l.crn11i. t.:y Comr):J.ny ( 11 Nci \:ional Indcr::ni ty 11
) • In such :i.r1r.;t1:mce tlwt 

Nat.ional InC!cm:·,1.ty doc~:.; not :r:c:i.u:.n1:n the full rn11om1·L of a C(!lll:t'tJ.(!i.: 

of fe:red to it f:or rcinsu:r:ance by oth'.!r i11f. tllG}:s, it rn:.ty reoi:f c:r to 

Reinsu:r:ance a portion of: Sc.'.id r:C!J.nsurancrJ, 

E. Buffett (Sec 11 Item 12. Directon.> of Ecgistrunt. 11
), .:u .. •c:ep-L::·; from 

Nationz.:l Indemnity tho port:Lon of a. rcirwu1·ancc conti.-~tC'l:.: so of [ere<l to 

it, then Reinsuxo.nce w) 11 generally be charg1~d by Ndtion.al 1:nc"\t.~rnnity 

one-hu.J.f of tlw standard cormni;;;sic1n :1..ate applicable tc) snch btH~;iness: 

I :LG :b (Ji! CUI. t.c .. u.n (')~L;l~!::3S nur; l.Ilt!SS. .1.n cons:i cw1~i:.<t.:t.on 01. the co:,:rn:i ~:s.::.on 

bool~-kc·c-.ping .:;.nc.1 oLhcr in'l..crnaJ. tE:chnicn.l dcd.:c\ils of H.einsu:r.w•::e. Mr. 

Buf [ct .. t :i. s solcy J:-espoi~ s-Lbl'.'J for invcstmrmt c\ecisonfj of Rej nn1rcancc 

and i~> the li.POOJ1[ll'~Wi:llCd Chief F~:ccutive orr:iccr t}l(!l"O(lf. 

Mr. Dufi;ctt and <\ mernb·:...J.· of hi::; ir,L1edintc :Cami:i.y lo·:rct.i..:..~r own 

apprmd .. mntely ](if;; of tl.u cei;~1rnon s1:oc.:l~ of J'ed·shirr H .... t.hmrny, Inc. 

( 11 Berkr;hirc 11 ) , of •,;hich t,;r. nuf fc~tt.:. is Ch<.':.i t m~;L o:C tho Boa:i:..cl of nirec-

12. Directors of D.cigisb:rm.1-.. 11
) , and the C'i:n:ijH .. my anc.1 its subcd.t'1:t nr:i cs 

own C'l[·Pi.'O>:inw'i..r::ty /,:%of'. t .. hC! comi.Krn stock of llvrknhirn. Both i·i'r:. nuCCi.:d .. t 

mateJ.y 99. 95 ~ of the common stocl~ of Natiu•1;1l :r.mk•mni t.y, ot wltir.::h M:r. 

howev8r, i:;; not obli.~F..ltCt1 Lo o:L.•.ff portlc)1;;; of: re:i.r:r;nr:.mce cont1·ncts 

.. 4 



to Hr.:~.i.nsurancc. !Ienco, Hein sm~·c.t11co cannot ho cei:-tri i!1 th3.t it \,':i. ll 

continua to b;; off oroc1 business i.J1rough the.: reinstir,~11ce di v.i..rd on of. 

Na ti on al Indc::mni ty·, prosentJ.y its only som:ce of btwi 11css. H~~inm.i.ro.nc~ 

is. currently cco:npletc•ly depcndunt: upon the continuance of it~; bu~iness 

arrn.nqcrnf.!nts with Nat:i.on\ll Indcrnni ty since LeinsUJ:nnce has no in<lepcn-

dent staff for generating or evuluating 1,usinoss, settling lassos or 

handling other ndminis~rative details. 

Lines of Business and Classes of Products and Services 

The Company (on a consol:i.c1a ted bu.si~:; with l\ssociatcd) has 

only one line of busin~ss, the retail sale of women'~ and children's 

apparel, and deals in only one class of products and services, women's 

and children's apparel, that contributed, during the last two fiscal 

years, 15% or more of total sales and revenues or 15t or more of 

earnings before income taxes and extraordinary items on a consolidated 

basis. 

Although the Cumpany' s subsidiH~·y' s uncon~wlida tod in1.rnr-

typo of ;:.ervico (see 11 R(~innurancc-~ Corp. of Nt~br.aski:\ 11 under 11 J. lcm 1. 

Businorw. 11
), ~•id.d :mbsi dia1~y 1 s sul1s:i.d:i.ary d0es not contribute· 15~·. ox 

more of total £,c,len and J:cvc.mueR or 15 % or mo:rc of c-ru::nin9s bofo:r:e 

incomE! taxes anc.1 cxtraonHnary items on ~1. consolida t.c~d basis. 'I1hG 

sepm:ni'.G financ:L.'11 statcnwntB and scl1c~c1ulc~·; of Re:i.n:-. .;m:ancc, rw'.<1cvor, 

are sot forth in "Item 10. I?inancial Stnlt.!rnDnts, Exhibits Fih~t1 nnd 

Basic Dor..:umentr;", since P.cinsurnnce <~onsti i:utc:.:s a ~.dgrd.f icari. t s .;brd.di·-

ary of the Ccmpany. 
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Jt1.in1 ~. ~~, .. ~~t~n·ir·'·' ' .... ·~" :-~~1~·ni., .. 1n~; 
... -· ·-··-··-··-· ...... ·--··-··- - ,, .. _,. _ _, ... ~·-··-·· .. ~. -

(In th0usands cf dollars) 

Net salc~r; 

Cost of 9oods 
sold 

Interest and 
financing 
cost 

$:i9,832 

'l'a>:cs on in·· 
come 

EB.rnings of 
continuing 
oper,~U.ons 
bE.~fcrc~ o>:·· 
trao1~din-· 
ary i t·c!m 
and c.:qt.d.t.y 
in ei:i.J. n i.11s !1 
, .. ,r ,,,,t .• ,,,_ 

26,'1~·1 

.... 4 7 

1,231 

::.ub:; j 1.1 .i ~;.ri· $ ) , :' J.3 
E.::sningL r<=J

latcd to 
discon-
tinm~d op·· 
erat:i.on~:i 
lC!3S f•.ppli"· 
cahlc! tit:<..t!.S 

D>~tr z.t01:c.1i.i1 ei ry 
loss (J.) 

Ecrui ty in ei.:rn
iug~ of un-
consol i<l~1~:.cd 
subs i di ;u7y 

Net earninqi; 

BrJ.rni.n9n fK~i:
sharc~ ( 2) : 

EaJ:nin<rs of 
contJ.i1ui n~r 
orer.cd· ie.~nt; 
}· • .-~<fol· v l'1:•· •• 
trno:rd :in
ary it.nm 
anu (>(1\ti t:v 

.\ "' 
in ca.r n 'LnlJ.'3 
of unct•n-

-0-

-o-

24 
1,337 

$39,113 

2G,4.43 

565 

1,301 

!~ 1,019 

'103 

1,319) 

-·O-
J.03 

$ 3'/, 5 0 8 

25,573 

609 

934 

751 

-o-

-0-
1, 9 98 

$ l. .31 (' ... l. ii I. 

,. 
~· '·· 

$29 ,G2G 

2 0 r ~~ 6 3 

430 

815 

J.,161. 

-o-

-0·-
2, 3~q 

$ 

$ 

$ 

-0-

-U· 

2 Ci 0 

•• 0 ·-

J. f J.!38 

-0·· 

-·0-
1, :~!i? 

$ . 10 

\ 
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di;~(·,~:.~.· i r11wc9 
Opt;:: l: :~ ~. ), l"JIJ S 

1<:1::~ .-:: ct)'. p 1 i
cab l~~ h.1i:c~s 

B:>~tr~J ~,1r,~ i11-

ary Jo.;~; 

Dquj ty :i.11 om:ri
in9~; <.d: tmcon·
sol~.ul ·..:cd sub·-... 
S J.C.t:!.JP'. '/ 

Not 0cP·n3.P~TS 

Cash d:i.vid(.mds 
per ::.Juu.~e:1 

-0-

-0-

.03 
1. 3'1 

-0-

• i10 

( 1. 3/.) 

-o
.10 

-0-

.76 

-o-

-o-
2. 00 

-o-

1.16 

-0-

-o-
2. 40 

-o-

1.16 

-o-

-o-
1. 26 

-o-

(1) 'l'hc cxtraoi:r~.i.n~u:y los::; resultc~d from tho sale of n subsidiary and 
is shown net of $83,000 of inc:oh1C tnxcs on taxable gain. 

(2) Eur1d.ngs pc1:- share lrnve been :i:c~t:ated to reflect a 3, 333-1/3 to l 
stocJ;;: 8pli t 't::hic;h occurred in J;r.:-cwnber 19(> 9. 

---··-·---- ... ·· ..... ~-··-----·-·· -···------' ...... ·--.. ---~·--··-·· ·-----·-J.'1.HlHNGf, 1:F:'.1.1AIHI::r:i rn '.L'i.II:: l3UGlt.\j~Sf.l 

J:IJ'.Vl:~!~.SIE'ED m~ 1l1J1.n .. :n:c:: CO~\Pl'.NY, 

l\PD Stl13SID!i".ln.' 

Origin; l C:!ontril:n1tion of cnpi tal in 
e:x:co~;t.: of par \"i,~:Luc of c;c.);.·,j,10n stoc~J~ 
issu~J in April 1966 

Net 0arnings (or tho p~riod ended 
Jmiu.:u:y 28, 106'7 

Balanc(• r:t. ~Janull:-y 2G, 19G7 
Nat fa~-.·ni ngs i*."'ll' the yam: r~ndcd 
Pcb:n.'.i.~j.y 3 , 19 DE: 

lrn.lanc!~ "'1t I?ebr.t.1.:. r:y ~, 196 B 
Net. (~ni:nings f·~.·t· the ycat' anded 
Fcbru~ry 1, 1~~9 

DnJ.nnc,' at P11bn: l'Y 1, J9G':) 
Not (•in rd.nqs f .·.1· ti:o ye~: .- l:ndccl 
Jnnunry Jl, 19~G 

Bnlanc<:· c.l· ~Tanunry 31, 1970 
Net : ~~·n.i.n~rs L:.r t1J0 ya,·1· cndm.J. 
Jan1.i.l r.y :rn, ir' J. 
Um:c.~) : <'.Ud .:q .. : c.llltio11 c,f i:,:-,r!~oUil>:l C; 

~10.C:Ul"i. ~ ; l~q of . ''f'llH:ol i.e.! i' t·~.11 'i.rtlitll"<HiCC 
~mlH~i ri. •1 1·y of · Ciat .. :, ~:- :.:'il ~:i.:,. ,'.!, 
Tnc., 1~s~ tfrc. : ion fo1: i:!cc~nc~ ~~r~:co 

·- "/ . 

1'Hf" .. ,,y. 

luJditionnl 
Pnid-In 

sapitul_ 

$G,OOO 

cr;oocr 

()-;·crcro 

·-G,ocnf 

-r,01ro· 

$(,. 000 

Earnir1gs 
Ht!l:::'.inrJd 
in th1.! 

Bmdnc.Hrn 

$ 

J., 2 5 ., 
J":-:r;""r 

I '' .. 

2,397 
··-.r;-ti·51r 

1,~98 
-~,~--.- ,,~~;-;-

,J I \1 ,Jr .. 

J. ll 3 
5··;·:-..-. , ;; ) 

i, :n? 

......... 
• > 0 'i 
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Il.1..1111 ... i. PJ"'C.'lO('J'\ • •. H ............. _... ... . ... .. ' -'""'"" ··-

oi:1:ic::· 
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t ' ' ' 1 ' ~ t ' ' ·1 ' t' ' .!..} ' , :t.es 'l:f.~ ,~ •. ~ p. nee :1:1 anc1 no l'<.:11 ~ 1~:' r·=-~.c :i.n C..'<..'nr~i:w • ior1 \:.L 1.. ·1 sa~i.c,. 

cictiv:L-

total rci:r.H:l of u.11 stores compris:i.ng npp1~o:d.mc:~l:cly savi::n hundl'.'C'-1 thous-

and sqn .1x1~ feet. 

Associated ownG only five of its store locutjonc (all 

of whic.::1 n:r.e in Ch i.cago, Milwnuk<.H? t1?1d Philncklphin) • Its si..1bo.tdia1:y, 

Anbc-ic, cwns on0 l.<.1:.":a ti on (:i.n Chic.:i.cJO) in whic:h J\ssoci £'.tor:: opet·n l:ns 

of 197J. throu<Jh 19 H6. Ct?J:tnin lccwc•n provick1 for aflc'l.:L :-:ionnl rt'l'1 l; 

ancl off:Lt..:c:s <:tl~w lurndlc 1.:111.1 rc·::cd.pt'. 1 pd.cin~J nnd shi.pr1r.nt of al). mi:!:cchttl'l. .. 

... - ,., 



I)"; '"'"'lJl'''l '"'=' Co•·v) oi: i~.,..})'""' •·\·" -"-w ~~·~.1~~.:.:; ___ ,_::.,!; ~ .... .. -·--"~:.:·.:·:.::.~. 

Hcinsui:cnco has m? iri.depo:1<1C'nt. op~:,·ni: i.11g of.ficos oi· fnd lit;i es; 

are condt'.ctac1 frt".l~ri his off:ic~rn in 0;:1: hc.i., Nc~br.ar:ka. (Srw "Reinnt\l'.i•nc~ 

Corp. of Nebraskc.i. 11 under 11 Ilc:lm 1. Bll!,; inc!.iS. 11 ) 

1\.s at Jc1m.Hiry 30, J.971, h'c·:i:·1:u1'1. E. Buff.ctt owncid 36.83!t. 

of the cor.rnon stoc-}~ of the Cc.impnny, rir1d First Hrmbattnn Co. a1)d 

Wheeler, r1ungcr & Co. , of which l·1eS$l'l1. Dcivid 8. Gott.c!.:'lnan and Ch .. u l,•:-l 

T. Mungm. wo1.c rcr.pc.1ctivc?ly CJ..:lnc:-al. p•n:tncrR, nnch o\·mC'd lO!li of Hi•.' 

common st<.,d~ of tlio Company. (Sua II rtr:m 11. Principal f.iccu.t:i ty !:older~ 

Inc. , an :r llinoi ~ cm:poral t:icm. 

outs·tnncH.ng votil'ig nc:curH.:i.c::-.: C)f. it~; Hu·oc wl1<.1lJ.y-mmcd BUbtd.dim ·~l"tO, 

~J 
.. -............................................... mlll .............. i!llW!'.~~..,.,...~_ ........ ,~ ............... ________________ __ 



:i.llC.: l, !·,.: ' • ~ ~ ~ . :.1 . .:. l , :.. '-. I , . ... • ; 
_._ ?!i' 

P0.rtJ'l(}J:Ship, r,L:d. , L'n :i nvc~;tnL~r, t·. p,·~.rtnE:r:f:1i i..p now i11 liquic~.:-. Lion, of 

of tl \C! corn:rt<m ,;tock of Pl.uc Chip~ 

sub~:;t.;1nti..al1.y less th<m J.~, of the common ~;tock of J\J.uc Chip. The Cor1 ··-

pany, H:c. Bnffet.t and c:<:,.-;h of hJ.r:; respec·dvc assoc:~ntes sc:t forth 

Blue c11ip. 

,.,_ ,.1 L 
~ . 

I J rt f 111 ct l \' 
...... 
• \ I J " i l} l i ! 

,, ... • • _ ~ """· ,· ., r _ t.. • ..... .. 
l·1~1 I r111t t'f""•~t.1,. ... 1 r·1.t .·") VI ~-~ct.I\ t"11 t.-

paJ:tne:r., O\vned b2nefici.:1J 1y suL.;1.:antially lc·~~s t11a:1 ii of th(: Class 

st.ocl:: r 
C>:;:. of 'J.'ln:ifti lt1.tl t in 5.ts 

·i :t'' ·1 

•'~ ~ • 1 '. I 

l('r I • _J -



securit.ies u.re tra.c1~~c1 in the ov,:!:!:'-t.hc··c;::-.LiY1tcr 1 ... 1..r):::et. 'l'llc! Corni~ .. ·/ 

common stock of E~rksl:~:i.re. tt~·. 3uf f•: ~t, S·J.~;~~:1 '.!.'. P.'...if fct::: 2.r.d t'..1c 

Cornpan:.{ disclaim cont:rol of I3c:rkshire. 

With the one exception described b~lo~, oth8r Lhan orr·n~ry 

routine li Ligation i.ncidentul to trw husine.sr-: of thG Co,:-,pc-.tny a.rid its 

subsid.5..a.ries, nei th0r the Crnr.pany no:r any of it::; ~ubsidi.:t)~· les 2r2 partier. 

to any rnc.tterial pending legal prococc~.i.nsrs and none of th<::ir proj;c:::C.y 

is the subject ther:c!of. Associated m.·ns th.:; improved rc.:-11 propG.-r:ty 

located at 913-917 Market Street, Philadelphia, Pennsylvania, in which 

it operates one of its retail stores. Condermia tion procGGdings uerc 

instituted against said property by the Phildclphia Redevelopment 

AuthorLty on May 21, 1970, in the Court of Crnrunon Pleas of Philndel-

phia County. The store located on said premises accounts for er~roxi-

J ':- - -- - - . 
I I Ir- \J 1_ l,,~;""1 

opera ti on of its ~~tore at this loc&'L:ion in 19 ::~ J.,. and llw real p.i:q.it'rty 

a net book value of $913,694. In s<:d_,1 condem112 tlon procJ:ed:i ng s, 

Associated, t.hrou•:;h its co·u.nGel, has cha} lcn9c!d the pO',\·c'r an:1. right 

and Associated inLands to continue tJ contest t~c propriety thercc1f, 

There can b2 no assurance 1 however, tl1<.i.t hi.:~::-.>oc.i a l~cd wi 11 be~ succc:~>s ful 

in preventing the condemnation of said propc~ty. 

Item 6.. In•::rcas~s <.rnd Decrc1:1;.:es in Cl1l~::;.;·;·_z.tndinrr F.c~uitv ~;or.nri ties -·---------------.---·-------.. -.... ·,------- .. - . ·---··------ ·-----· ---·-· -----·-----·-· 

'i'i tle of C1 ;ms 

Cc,~~u11on !::tG(":!::, pur 
$0. 0003 per ::::hare 

None 

, ....... , ... -
\• (.J,,. .L. l..AI,,.,; 

.. 11 -· 

As at Janu2ry 30, J~71 
i·~t..11t1bi:-:r of i;c•cord lio J , .. k·rs 
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-·---- ·-- -""--··--·---· - _,._ -···-·-·-·-· --··- ·----~ ·---- .... 

••• -· ""'! 

l·.-.> J.Uii\r l.ll 

D,i.i.'ic'l S. G-..>ti.:(:Sl\1<..tll 
Ci1a:r·lc;; 'J'. lluns;•.;i: 
Charlc:.s f'. Lt~icleJ~ 
r..:;.rry C, Culit:.t.l.nqf; 

Ronald 11. f:'.h~'.piro 

11 " • I 

4 IJ 
27 

27 

···---·--·- .. - •oO• ' 0 OP··----

Ch~t:i_:;~1' . ;: r;.r nc<. ··; n£ D.i.L 
to·r·.; 

1:' rr' r,; i (; c• n T. c.md J.> :i ·1 cc ~-.ur 
Vi cc--l1n_ ::: .:!. o. .. "n t: ;..:1 ;ti. D irectC>J" 
Vic-<:!··l'r:':>ident D.n~l Director 
Di rccf:o): 
•rreasn:t:c :i:· and l,·:r:int.ant ~:(-!c-· 

Item 9. ---- -- ·- ~--·---· --·- --------------··- ·---- ·-----~-···-----

'l'he Cor.-,:;:;:\ny has no chaJ~i.:c:c prov:L::ici~, by-lili: 1 con-i:ri'.ct or 

PuJ~:·nant to \·lhich CJ.Ti'' of: its di:cccto:rs 
J. 

OJ~ of-

ficers ~re insircd or inclc"ntLif.icc.1 in <.my manner a.~ra:i.11'..,;t any linbi J_ i ty 

which D~tY be incurred in 1.:heir cap;.ci ty c.::::; sucll. 

Article 23, Section 64 of the Maryl.and Annotat8d Code (1957 edition, 

as .:ur.c!r-:.dcr1) , the Cornpany m2ty inde:rnni fy any person \·1ho is servi1 :g or 

has r,;03.:-1.ye:~d as a c.1i:cect.o.c or of fi.cc1: of the Cc)inpnny or, at trv.:. request 

of the Co~·,1pany, h; eervin~J or l1as r:~<.~rved a::; a director or officer of 

... - .......... 
~ ,. "'' ,J 

( ·;"' 0 ;- .... i ~ ,...~"11 J .• ,,., ·. ,';, ... ,.. .• ,)·~·r1c;' ]• ....... : 
i .l '' I,.• .._ J.. ~·.I. ... ..,. '-•'->• \ ~· ... / . •I ~J, 

,,...l---..,--
..... --'-·-· ... _ .. .--..r: 

,J. 

re2,son:·:>ly inc1_;_:c1.u3 by t.hc .... i.n co!/.n(:ct:Lon \·1:i '..:h t.h2 (~-,.tense of any actic.;·1f 

suit o!: procc~c:dinq / civil, criminu.l or ad.rni.n::; trat.ivc, in \·Jhic:h ~~uch 

person i::; n;.de a p::.rty by n--;c.:.son of bcinsr OJ: huving bc'v!n a di H'ctur or: 

office;: of the Cor .. µany, or of such other coJ:poration, cxc2pt. in relat:i.rn1 

to rna:tl:crs as to uhich such person is adjud~Jccl in such a.ction, su:i..t 

mancc of a duty ta the Co~pany. 

mitt.Cd .. , ... 
c.."' .~ ... 

(h) f;xh.ibits File.J: E:d1i0it A - Cornput.atior, of e-"l.rninc:-:s pe:c 

{c) B.:-;.s:i.c Doctn'.•"n\:s: 

i 7 ... 

·------t·------··111----------_;,-llb __ , __ ~ _____ _.;r+ait.-----·----- -



Company, Inc. dated as a.t ,Januol'Y /.·'1, E1GG ··· Fi.1c~c1 ar.; D.n Exhibj t to 

Exchani::-;c' Cornnd.i:-~:c;ion on October 12, l9G7 and bccE<rne e:i-fcctivc on Deccrn-

ber 18, 1967. 

(2) l~rticlc:?s of l\Jnt'r.c1ment of Di versU: :Led Retc:...i ling 

Company! Inc. dat:cJd as at Octobr·r 11, 1967 - Filed v:~ a.n E;..:hibit to 

the Hcgistration Statement. 

( 3) Articles of r~rnc~rn.1ment of Di vers~_f:i.ed Retailinsr 

Company, Inc., du.ted as at Decemhn~ 8, 1967 -- Filed <:..~-; an E:>:hilJit to 

the Registration Statement. 

( 4) Articlc:!S of lu;1(mdrnent of Diversified Retai Jing 

Company, Inc., dated as at December 9, 1969 - Filed as an Exhibit ~o 

the Form 10-K of the Compo.ny for its fiscal ycu.r ern1ed as at lTa.nu~ry 

31, 1970 under t.he Securities Exchange Act of 193'1. 

'l1he l\n:·i1E1l Report of tlw Cofi1p<:rny of its 197() fiscal yv~;ff 

will be mailed to the stockholde;r 1 s thurco:C in the nc.'ar future. 

Name .:~nd Addres ~,; 

\\larrcm r;. Buffett 
5505 FRrn3n Street 
Omaha, !~ein::-aska 

First M.:-.nhatta1; :o. 
30 \'lall ::;trE:Pt 
t~cw Yen:' , N8w y,:_.1~k 

Tit.le: of 
Class 

Common 

Common 

\':lrnclcr, Munger ~ .. ('::). Co:.1;. .. _.n 
618 ~~(1u i.h Sprin<:J St.re.ct 
Los Anyclcs, Culifornia 

Not'.'S: 

(1) As ut Janunry 30, 1971. 

Pl\R'I' JI 

'l'ype of: 
O\°''E.<:~ r r~]1 ~.12 

Rccol·d .:i.nd 
Bencf ieial 

Rc::CCJ"d and 
Bern•.: i. i c:i.<1. J. 

EC.tCDi.'t1 <rnd 
Bene f id.aJ 

numl)er of 
~h;:~TG~ .. OW!.:1._C:: .• cL_JlL 

3GB,256 (2) 

B0,822-1/3 (3J 

l~'.;, 177--2/3 (tl i 

100, OQO (S) 

Pc!rcent. 
of C'"Li1ss 

3G.UY~ 

8.08% 

lCl.00% 



( 2) ( .. \ 
..,"·I 2~ / ( 7J !;~~(·~~-c-r. c,f· c:1"":11r,-1,·1q ~--{. ,· 1 ... 1, l11_ ),·i ,\~/ ll r•! L •. ', _ .. ~ 

1
• l i (~ t ( ! ·f , 7 · ~ ·i. J >r ; f ) ' ) 3 1 7 :~ :~ ~ , ' ~ ·.:. 1 ('· S { ) ( ( ~ . 'l U: 1 Cd 1 ~ i i · ( 1 • ~ \ 

hc·J,~ L~\' t. 

(.I~ ~~\, ;·~ "L (.. ~ ! 
... 
i .' - .. 

in :.::qu;:: ·1 

: .. -.. 
'-·' ( 

. .,I 
,. J 

'. l 

~.:;? :.i1 1:11_· ·:·· lJf ccy.1 .... \~ nt'~'c1· 

1~ f°C>t: ·t l:~: } ·~\l~C:i:j L· '.:r il J~'.-·L.~ 
Ci:f° !~"?.~ .. ·1 1

_; ... ,: •. ::'~·'. ·~_l\t 1 <· ·\·;:-,(~:! ~- ·:(. C). ("!(): .i.1, t.·~.:l!i' ~ .. -;) :7:,~);:,:: 

r:·ha.r~~::.s L~ c~c~::l~nc·rl r·,· .... •;:~ lie.~}.·\ :~_;1 th1·L· .. c .. ~t.t~.tl c.:.::· .. ,n.-~ .. !) t.>~.{ ;j~:·;~ IJ 1 •• )ri~1 
1?. I.11:::.=-::·:-, (). f ~.:··~c;:· ·~~::: :~;~ .. J·.:~: ;.~:~ .. L, C.\oJ ( 1 ~1~iL(H:.1iniJ l·t~:lL!.!..4 l~~.v r~·\.!l).!.~(i!-;}~, .... 
L1ni.Lc,1:·i.: (»·,·(~:;,.,r, fn:· I·i:i.'.1r 1r 1:-. J.cl:, c;.cl' fe:r t11.: b:nc:fii· o:~ u niu;,\-

.L 

l..:~r of!',:. !.::::U'vtt'r• fi:i.1;1il'// no1:,. (c) 0.:~9 r>k~n~ .. of cci:,·::<m ~~tock 
}·!'..:!ltl in cc,L,.-... l. a1n'_;· .. i.t1.t~~ 1)~' t~;: .. !·°'··, l.J.:-l.:.~~t ;~;, of \1l11ic~!l J;.11 ... l)ufj c~·l·t iL: (:). (;_o-· 
tr us tee, c:.1'0 in \ ·i; ·i.c-11 Ll:!l'il'U 1..~ .i.;:i.l 01 .. ·11, .. 1·:cd1:i.p i~~ d:Lsc.lai111~:.-! by hi1·t. 

(3) 1<1-. Davhi f~. Go~.t. '! :···.n. 1 a D:i.:·u,·:tor <:1:c.1
• Vice··P:c-.':·::i.tlcnt c:i: t:he co.;i·

r):::~ny 1 ci_s c.: s~·(~J.JC!rit] 1.1~t7"''l-.r1o·c (i). J:ii1.,~·;t: j.·.~~~1l1t1t:tc.~r1 (~o \ I po~-~~~: .. ~f~\~·IC!d C~!) 
int.<::1-·c>.:;L in ~3clid Hl, :::.-:~;-J./:) :.:ru:n:E.::3. 

(4) I·J)::-. D2.v:i.d S. Gottr.:~r.':in, c\ Di~«_:C:tor in/! Vice···Fr1:·~::i.c"icnt of the CL;rn·
pan:y, bc11·_,:Cicic:tlly c•,:,·wc1 S,C'13 slw.n·.-; of: ::;a.i.cl 1S1 ,17'l-/./J sbo.n!~L 
l\n e:~r:idit:i.w.~"l l,/fJ(J ~.hil2-·.:·s c•:r: ~;<.ii.d J9 ,177--;V3 ~~h.:u:es iL~ i.ic•lcJ in 
t1:-us t for t:L2 bc:J•' f :ii~ of n:··,,,,i,n:cs of J·J.1:- .. Gott0~m:nn' l'J im;.1, :d:i <i.b'.:! :J:m~1-
ily; Hr. Cot tc~;r~1::,;·1 discL.d.1;::" .b2uc~f5.c:i.<d ownci.'f:li:i p in saic'l t:i.:·ust. 

(5) I·lr, Ch.:irlns ·r. i!i..1:-·~fc:::r- 1 a n.:.J~t:c·to:c ~m(]. V.ice·-PJ'C[~.iclt:mt of t.llc Com-· 
pany, as ii g:::::nci:Dl partnc·r of~ ~·;'bec~lc"c, llungc:c [:Co., pu;,~;c:f;.:..;0d 
~n interc:-:t :i..n soi.d 100,000 r,J1c.n~s. 

Securi..-Ly liold:i..nt_J::; of !-1~.1.n<t~rom':'.'mt: 

Tit:Jc cf 
(~lr_A~1S 

Numbc::r o[ Sh.:tre;, Per Cc~r1t 
Brn0ficici1Jv Ov:ncc1 ((,) of C:tti~:n 

'tl.1"! r-...:.··.::.:. ..... - ... c 
&~.J...J.. \.)J.. J •• J.t_,t:;J .. i::> 

n :-. ri J • 

(7) 

I b.~llt 

I·:c1:.:cJ (2) to "Item ll, Prindp~:l Sccuri.ty Hold 1..:r:; c.nd Scc\.'Xily 
JloJ,~:.n0:; c1f :ianuq0r1 r_•r:t. 11 is .inc:.:'L"j)O:C«.t:c·d 11v l~c·ft":·c;1c:o hc:rr·i?l. Ill 
!H1t:..i .. ·~:i.on, ~.: .. -..:.C! 37,;,:::'_l(1 ~-:;h,uc;; c: .. 'S nut i11GlUdO:!: U.c~ intr...,~·c:t.it Of 
].~;:. Cot·(-1·;':! / 11 r a~; u ~1(':lC~X:~'. i p;1 L"t:·1cr or 1"i'cst l'i:,'1)1.d:tnn (\). I ~-n 
80, t<-'.2-.l../3 ~ ),c:.1rc::~:; ci,;;,.: d of .t'( : .. 1...•n.l Gr,~" J;.,·:1r.:~ici<1'1:1 ., .• by E>a:; cl Comptniy 
(~:c~1-' Note· (3) to "Jtr,u 11. P).·incipaJ f;c.,cu-rit.v T10.lc1<'?.rs c:rnd fi<:•(::urit.y 
Ho1.__:.Ln~:; o.' '. 11i111Cl~lCi'.'.Cld:. ,, ) ; j I ::Clo .Sil<J ('G oi: 19 r l."i"J·<~/3 ~:Lttn:~; o;<lT11•d 

of rc'cc;rd onJ.y by i:"i.n:t t·1i''.n1: .... tt·a;1 Cc•., \"llich 1,:rno ~-;hc.nt_·~.; (U-r:~ hc..!lc1 
:in t.n.wt :f:o~- i·hc 1)::11·:'.:it o-r: '..i:J•'l~,crr.'. c1f r::::, Gott.-:.nvrn's i:·'..,-.C'~~iatc: 
fn.r:1ily, <-tnc: ir1 '.d~ich 'L1:uct l\r. Coi~L.•:,:c.tn dise:lid.m::-; Jx~nc;f:.i c:i.al 
(J\,'.lC:.~r-;hJ.1 1 (:.c-:,~ l~ol:c (!1) tu "Jb~m 1.J.. r·~·i.ncjpal ~;1;c;1n:ity J!nl(t(·~·r; C..J1c"l 

c~~curi.ty i~;,},_j~_nq:.; or >L:.tn<>Jl.'i1::;;1f:."); :•.::d the~ ir:t••;'c":~t of J:1~. ClJn:clvr; 
'l'. !'UnC)cr, ;:,:,;,a <JC'n·:"r.,~~J. p0rt11 1 r of 1;;,,.,,<1.r:·r, :.'..unqc1· Si Co., in 
J.00,000 :-:l1:n·:;'~' ov.T1'°"J of l~C~<>.J.• 1·1 and h·~n•·fic:i.n.JJy bv said Co;. )<tny. 
(~,c: Not, U.) t-.o ":.tr·M 11. h:i.ncipal ~~'~c:m:5 l:y Jl(1Jclcn:; a.n.l S··ctn-H:y 
Jfnh:.i.n9r; c·~ :.:;1:0.::,gc:t.~•.'nt. ") 

" ., 
J.,. 

i:.ion :;11 1'.JGC, 



, •. \ .. r• .1.~ • I ~ ~ . 
J ' . .• .I, ~ • ~- •• • . ., ( ·; n 

• 'f 

' Ch:d r·.t ,; of 

a:ry ot l:h<.:. Co;.tpc·:.y v;hich rctctiJ.:3 popular p:._:iced wor,\~.1, 's and c)1i.J.drcn ':::; 

( C.' ,-_,"' 
11 

'· <• c• 0 C •'t ., ·(· ('' C1 '' C >. "l ]0 

] I"' I .. (),.~' 1· 1 ., II 0 \...; 1,;,;; ..! .. ._.,1 ..:> ..... (,.. .. ; i \ "\:.<... - ... ,'"') ~ .l. ~ S t . i \.., " \Jnc1c:~ 11 Itern J.. nu::>iric .. :~~~ .• ") 

' . 'l ,, ' . - . il. \·1i10.I.. y-·u .. 'nC~u ~_.,_~,; •. :J.CJ.:La.cy 

reinsu.L .J.nce co11 i: :.n1cts ( C'('(" 
11 f'•"~ l'l' 'lJ""1~c•r, ('c J j) c1f 1:rl'} 11·· r•l-a" 1.J ..... "CJ.. .. Jl C.l..l....,r;: • .. ), • - ~- .<.:t,':\ .. "\.. I 

l I3 L1 . ; ~., ., S c;, II ) 
o 1 ... -· .. - " .. ·~ •-"" I D:::.'l.ce il..s: orga.ni:::·.U.on in 10'i0. M.t·. Duf ::ctt .Ui c-:.n<l ~d.ncx~ 

1970, Lc-.'.s been Chn.:i.rnw.n oi the l'Jr.>;i.cd of D:i.r:-~•~tors oJ: ncrksh:i.:rc Hc:<.t.lirt\h:y 

Inc. , u. corpo:~.::1 t .ion en9ngo<l pr inciy_,aJ.Jy, .:u1d throur3h its subsic'tiaricn, 

in th-:~ Lus.i.'1P.ss c:f textile manu.f.:i.ctnring, fire and ccsunlty in•.:ur;,:rnc(:! 

and bar:.i;:ing. 

Mr. D~vid s. Gut~nsman, a Director and Vice-President of the 

~ir. Ch.-.:,,.-les 'l'. 1:unqc~r, a DjrGct.or <111d Vicc:-Preside:'nt of the 

Mr. Ch<: j"lc;s F. Heider, a Di:rect.o.~:· of the C0r,1p<my, is p:ccsently 

of the." ;.;.i_c}wes t St oc:k Exc:llan~10. Fro::t 1966 h) 1970, l·Lt. HGid,~r. w~w 

1 
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--- -------·-----·------

·- -·--·--···· ... ---·--·--· -·- - . . . . ---·- ...... 

Nn1w. of. T··id:i.\· .i c.! 11.-;.l 
or l';\.·· · .~., .: ·r of l''' ":_;on:.; 

j,1 C:cO\J~) ---·. ____ .... - __ ..: ... _ .... -------

l\J.J. ~:~ ·vc'\1 ('7) O.lU.ccr:s 
and D5 .·c;_ to:r:r;, <~~·: Lt. 

G:!:.·oup 

C.:1p:.:' :i.~':::; in \:11:.<':h 
Hcnu11c· i:td:.5.o"i \h1~:-; 

--- ----·--·-·-- __ .......... ---·-

l\c_1q~ r r_i .' "L () 

Dire~·~·. 

!.~~::_1:_\1]y>.~> .:.:_:i_g::. (J ) 

lJote: (]) no::.•:. 1-.ot. inc:Juc~e l\~~mJ fr••.!£.~ of :,;n, ~50 1·.'11:i r.l1 the~ Cr: ... :~:1\· lic,i;; 
.:up:cc:r.1., in r.1uo ci.:.•\'t·~,c, to p.~v t.o th( .. l«:.v1 fil:l't in whic11 J' •r:~ ... )~r•. 
G()J.dr:.nn ~.·1c't ~;;iap.i; 1.) u.ro p<~· t'i'i..::·:r-s, fo· f;c~rv.icuf: i:cmdt·~:i..'Cl 'i.:..::) the·~ 
Cornpany f:C;i: the i.':,·ciod c•nc1.i r:r; novo1':1'.'J: 30, 19'/0. 

Item l ·. Ot1t.'i 0;1:\ C~rantc(1 lo M.J.nr1c:v:::·::nt to pp·:-c;hr.i~~(' f~1.:curi tic.:: --·----'"· --~----·-·:--.. ---·--... ·------·- -·---... - .... _ .... - ..... ______ .... - ... ·-- --· ----··-·--..._-·-----···- _, .. 
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~ I • ' '.• ' • • "# I \ .... ... 
J,.1 .. ,.. ...... .L' •..-1.J. .L '·1 '-• ... JJ 

ll~t\13 t~ i'. 

r:y. /r:./ J7r1h".'·!' 1
: !·~. r.o] clr:·i!1 

)\t d>t 1 J·"t i~;. l,t •. -1 1 ~··,11·.:1, l'J..l.'!'iJ.C.t·:'!l~ 



ANNUAL REPORT ON FORM 10-K 

FINANCIAT~ STATEMENTS AND SCHEDllLES 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBS ID I ARY 

January 30, 1971 and Jauuary 31, 1970 

The following financial statements and schedules of the registrant and 
its subsidiary for the fiscal yca·rs 1971 and 1970 are submitted herewith: 

Consolidated: 
Consolidated Balance Sheet 
Statement of Consolidated Earnings 
Statement of Consolidated Earnings Retained in the Business 
Statement of Consolidated Source and Application of Funds 
Notes to Consolidated Financial Statements 

Parent Company only: 
Balance Sheet 
Statement of Earnings 
Statement of Earnings Retained in the Business 
Statement of Source and Application of Funds 
Notes to Financial Statements 

Schedule I Short Term Commercial Paper! Market.ble Securities and 

Schedule III 
Schedule V 
Schedule VI 

Schedule XVI 

Other Security Investments 
Investments in Securities of AffiU11tcs 
Property, Plant and Equipment 
Reserves for Depreciation and Amo rt izntion of 

Property, Plant and Equipment 
Supplementary Profit and Loss Information 

All other schedules (Nos. II, IV, VII, VIII, TX, X, XT, XII, XTU, XIV, XV, 
and XVII) for which provision is made in the applicable regulation. of the Securities 
and Exchange CotrTT1ission are not required under the related instructions or in-e 
inapplicable, and therefore have been omitted. With respect to Schedule XIII, the 
information applicable to the consolidated subsidiaries has beon omitted ns Lhey 
are wholly owned and the answer1; to Columns G and II would be "none". 

The following [inancial statements and schedules of the unconsolidated 
insurance subsidiary for the year 1970 are submitted herewith: 

Ba lance Sheet 
Statement of Operations 
Statement of Capital Srock and Surplus 
Statement of Source an<l Application of Funds 
NotPs to Financial Statements 
Schedule I Bonds 
Schedule II Stocks - Other Than Stocks of Affiliates 
Schedule V Summary of Invest111ents in Sec,1 ritics - Other Thun 

Securities of Affiliates 
Schedule VII Premiums, Losses and Underwriting Expenses 

All ot·her schedules (Nos. 111, IV, VI, IX, X, XI) for which provision is made 
in the nppl icablc regulation of the S~curities and Exchange Commission arc not required 
under the related insrn1ctions or are inapplicable, and thcrefurc have been omitted. 
The information required in Schedule VIII is included in the notes to the financial 
statements of the i.nsunmce subsidiary. 

. I 
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Board of Directors 

ERNST & ERNST 
,_·i t-l l ti ~1 H T ll l 11 A f? 1 F ._, 

BALTIMORE.MARYLAND 
2120 I 

Diversified Retailing Company, Inc. 
Baltimore, Maryland 

We have examined the balance sheets of Diversified Retailing 
Company, Inc. and of Diversified Reta51ing Company, Inc. and subsidiary as 
of January 31, 1970 and January 30, 1971 and the related statements of 
earnings, earnings retained in the business and source and application of 
funds for the two years then ended and the related schedules listed in 
the accompanying index. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances, We did not examine the financial 
statements of the consolidated subsidiary (Associated Retail Stores, Inc.), 
representing approximately 95% and 98% of the consolidated assets and 16% 
and 20% of the consolidated liabilities as of January 30, 1971 and January 31, 
1970, respectively, and 91% and 84% of the earnings before extraordinary 
item for the respective fiscal years then ended, which statements were 
examined by other independent accountants whose reports thereon have been 
furnished to us. 

In our opinion, based upon our examination and the aforementioned 
reports of other independent accountants, the accompanying balance sheets 
and related statements of earnings, earnings retained in the business and 
source and application of funds of Diversified Retailing Company, Inc. and 
of Diversified Retailing Company, Inc. and subsidiary present fairly the 
financial position of Diversified Retailing Company, Inc. and the 
consolidated financial position of Diversified Retailing Company, Inc. and 
subsidiary at January 31, 1970 and January 30, 1971, and the respective 
results of their operations and source and application of funds for the two 
years then ended, in conformity with generally accepted accounting principles 
applied on a consistent basis. Further, it is our opinion that the schedules 
submitted herewith, in compliance with applicable accounting regulations of 
the Securities and Exchange Commission, present fairly the in formation 
required to be stated therein. 

Baltimore, Maryland 
April 6, 1971 

ERNST & ERNST 



EISNER & LUBIN 

CE:f'TIFIE:O PUllLIC ACCOUNTANTS 

To the Boa.rd of Directors 
Ansocia.ted Retail Stores, Inc.: 

250 PARK AVE:NUE: 

NE:W YORK 1 N,Y, 10017 

6380 WILSHIRE: BLVD, 

LOS ANGE:l.E:S 1 CAI., 00048 

We have examined the consolidated balance sheet of 
AG:SOCIATED RETAIL STORES, INC. and Consolidated Subsidiaries as at 
January 30, 1971 and January 31, 1970 and the related consolidated 
stE~tements of operations and retained earnings and sources a.nd 
disposition of working capital for the two fiscal years (fifty-two 
weeks) then ended. Our examination was made in accordance with 
generally a.ccepted auditing standards and included such tests of 
the accounting records and such other audibing procedures as we 
considered necessary in the circumstances. 

We did not examine the financial statements of the 
unconsolidated subsidiary (Note B); such statements were exam\ned 
by other certified public accountants whose report thereon was 
furnished to us. The investment in this subsidiary aggregated 17.5% 
of consolidated assets at January 30, 1971. 

In our opinion, based upon our examination and upon the 
aforementioned report of the other certified public accountants, the 
consolidated statements mentioned above, which do not appear 
separately in the Form 10-K of Diversified Retailing Company, Inc., 
present fairly the consolidated financial position of Associated 
Retail Stores, Inc. and Consolidated Subsidiaries at January 30,1971 
and January 31, 1970 and the consolidated operating results and 
sources and disposition of working capital for the two fiscal years 
then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis. 

We have also examined the related Schedules I, III, V, VI 
and XVI of Associated Retail Stores, Inc. and Consolidated Subsid
iaries. In our opinion, such schedules, which do not appear 
separately in the Form 10-K, present fairly the information required 
to be set forth therein. 

March 24, 1971 
New York, New York 

_ Isl .... EISNER & LUBIN 
CERTIFIED PUBLIC ACCOUNTANTS 

···-~-------
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The Board of Directors 
Reinsurance Corp. cf Nebraska: 

We have examined the statutory financial statements and related 
schedule~ of Reinsurance Corp. of Nebraska as listed in the accompanying 
index. l 1u.,. examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considcr0d necessary in the 
circumstances. 

In our opinion, such fir.ancial statements present fait"ly the statu
tory financial position of Reinsurance Corp. of Nebraska at Decembet" 31, 
1970 and the loss and changes in capital stock and surplus for the period then 
ended, in co~formity with insurance accounting principles prescribed or 
permitted um"•r statutory authority. These principl0s va1:y in some respects 
ft"om generally accepted accounting principles, as explained in note 1 to the 
financial statements. And, in our opinion, thu statement· of source and 
application of funds and the supplemental schedules present: fairly the 
information set forth therein. Also, in our opinion, tl1a adjusted income 
and stockholder's equity, as presented in note 1 to the financial statements, 
present: fairly net income for the period ended December 31, 1970 and the 
stockholder's equity at that date in conformity wi.th gan...i1ally accept"t..:d 
accounting principlas. 

Omaha, Nebraska 
March 2, 1971 

P lU\1', MARW.1.CK, MITCHELL & CO, 
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CONSOLIDATED BALANCE SHEET 

DIVERSIFI!m RETAILING COMPANY, INC. 

AND SUBSIDIARY 

CURRENT ASSETS 
Cash 
Short-term con~ercial paper 
Note receivable - Note A 

ASSE'.rS 

Marketable securities - at cost (market value: 
1971 - $145,000; 1970 - $1,818,000) - Note L 

Accounts receivable 
Merchandise inventories - Note B 
Prepaid expenses 

INVESTMENTS AND OTHER ASSETS 

TOTAL CURRENT ASSETS 

Investment in unconsolidated subsidiary -
Notes A and D 

Note receivable - Notes A and C 
Investment in affiliated companies - Notes D and L 
Other security investments - Notes D and L 
Other osse ts 

PROPERTY, PLAN'£ AND EQUIP?>Jli'~'r - a 1
• cost, less 

allowance for depreciation and llmortization of 
$1,185,656 and $1,056,237 - Notes E and M 

CURRENT LIABILITIES 
Trade and sundry accounts payable 
Salaries, wages and bonuses 
Taxes on income 
Current portion of long-term debt 

LIABILITIES 

TOTAL CURRENT LIABILITIES 

LONG-TERN DEB'I' - less current ma tut'l ties - Note F 

DIH~ERRED CREDI'r .. Unmnortized excess of carrying 
amount of net assets of subsidiary over 
acquisition coet - Note A 

S'£0CKHOLDERS ' EQUI'rY - No tc K 
Conunon Stock - vCJting, par value: $.0003 

Authorized: 3,333,333-1/3 shares 
Issued and outstanding: 1,000,000 shares 

Additional paid-in capitol 
Earnings retained in the business 

COMMITMENTS AND CONTINGEN'r LIABILITIES - Notes G, 
H nnd I 

See notes to consolida t:ed Ei.nancial statements. 

January 30, 

$ 

1971 

2,934,492 
-0-
-0-

141,000 
237,790 

3,817,530 
1351328 

7,266,140 

3, 877, 028 
-0-

5, 964, 085 
3,715,189 

698, 739 
14,255,041 

1,909,246 

.January 31, 

$ 

1970 

2, 683, 606 
1,493,059 
2,000,000 

1, 81+9, 204 
224,573 

3, 957, 864 
741453 

12, 282, 7 59 

-0-
4, 540, 000 

-o
l, 773, 000 

8431122 
7,156,122 

11831,971 

$23,430,427 $21,270,852 

s ~ 9!:><i, 574 
159,683 
410,947 
1692987 

1,697,191 

7,437,306 

819,575 

300 
5,999,700 
7,476,355 

13,476,355 

$ 806,961 
166,064 
767,565 
611122 

1,801,712 

6,763,659 

950, 704 

300 
5,999,700 
517541777 

11, 754, 777 

$23,430,427 $21,270,852 



lH\IERS IF IE!J RETAILING CONL'A'.'~Y, T:-1C. 

AND SUBSIDIARY 

~et sales (including lensed department sales) 
Cost of goods sold 

Selling, gen0ral and administrative expenses 

Other income and (deductions): 
Amortization of excess of net assets of 

subsidiaries over acquisition cost 
Dividends 
Interest and financin~ cost 
Interest income 
~!isce l lnne ous 

EARNINGS OF CONTINUING OPERATIONS BEFORE Ti\.,'IBS 
ON INCOME, :XTRAORDINARY ITEM Al\1D EQUITY B 
EARNINGS OF UNCONSOLIDATED SUBSIDIARY 

Taxes on income appl ic;1l,le to continuing operations: 
Fede nil 
State and local 

EARNINGS OF CONTINUING OPERATIONS BEFORE 
EXTIV\ORDINARY ITEH AND EQUITY IN 
EARNINGS OF UNCONSOLIDATED SUBSIDIARY 

Earnings related to discontinued operations, less 
applicable taxes (1970 - $110, 000) - Not:e A 

EARNINGS BEFORE EXTRAORDINARY ITEM AND EQUITY 
IN EARNINGS OF UNCONSOLIDATED SUBSIDIARY 

Extraordinary item - loss on sale of subsidiary 
including $83,000 of income taxes on taxable gain -
Note A 

EARNDJGS BEFORE EQUITY IN EARNINGS OF 
Ul'~CONSOLIDATED SUBSIDIARY 

Equity in adjusted net earnings of unconsolidated 
subsidiary 

NET EARNINGS 

Earnings per share: 
Earnings of continuing operations before extraordinary 

ite~ and equity in earnings of unconsolidated 
subs idio ry 

Earnings related to discontinued operations, less 
applicable taxes 

Extraordinary loss 
Equity in earnings of unconsolidated subsidiary 
Net earnings 

>'<Amortization of $299,035 excess of net assets over 
acquisition cost of subsidiaTy sold during the year 
ended January 31, 1970 has been reclassified to 
earnings related to discontinued operations. 

See notes to consolidated financial statements. 

Fi sen_-;__ vear ended 
January 30, .January 31, 

1971 1970 
(52 weeks) 

$39,832,326 
26,443,983 
13,388,343 
10.825,060 

~5-·:3 °0 3 -, \J ,~u 

131, 130 
153,041 

( 646,908) 
229,979 
114, 022 

2,544,547 

911,309. 
3202000 

12231,309 

1,313,238 

-0-

1,313,238 

-0-

1,313,238 

2L1- 204 

$ 1,337,442 

$ 1. 31 

-0-
-0-

. 03 
1. 34 

(52 weeks) 

~~39, 113' 228 
26, 442' !'30 
12,670,498 
10 , ?.2 8 , 83 2 

2,441,666 

131, 13 O>'< 
-0-

( 565,090) 
148,984 
1632125 

22319,815 

9%, 700 
306,500 

1,301,200 

1,018,615 

4-03 2 035"' 

1,421,650 

1,318,979 

102,671 

-0-

$ 102,671 

$ 1. 02 

.40 
( 1. 32) 

-0-
.10 



STATEl'vIBNT OF CONSOLIDATED EARNINGS RETAINED IN THE BUSINESS 

DIVERSIFIED RETAILING COMPANY, INC. 

Balance at beginning of year 
Net earnings for the year 

AND SUBSIDIARY 

Equity in unrealized appreciation of marketable 
securities of unconsolidated insurance subsidiary, 
less provision for income taxes - Note A 

BALANCE AT END OF YEAR - Note B 

See notes to consolidated financial statements. 

Fiscal year ended 
January 30, January 31, 

1971 1970 

$5' 7 54' 777 
1,337,442 

384, 136 

$7,476,355 

$5,652,106 
102 '671 

-0-

$5,754,777 



...... 

STATEMENT OF CONSOLIDATED SOURCE AND APPLICATION OF FUNDS 

DI'.'ERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

Application of funds: 
Investment in affiliated companies 
Investment in unconsolidated subsidiary 
Increase in other security investments and other assets 
Additions in property, plant and equipment 
Reduction in long-term debt 
Resulting from sale of subsidiary 

Source of funds: 
From open~ tions: 

Net earnings for the year 
Provision for depreciation 
Amortization of excesE' of carrying amount of net 

assets of subsidiary over acquisition cost 
Loss on sale of subsidiary - net 

TOTAL FROM OPERATIONS 

Decrease in long-term note receivable 
Proceeds from long-term borrowing 
Deductions in property, plant and equipment 

DECREASL IN WORKING CAPITAL 

Decreases in working capital: 
Decrease (increase) in notes receivable 
Decrease (increase) in marketable securities 
Decrease (increase) in short-term commercial paper 
Increase (decrease) in accounts payable 
Decrease in inventory 
Increase (decrease) in current portion of 

long- term debt 

Increases in working capital: 
Decrease in taxes on income 
Increase in cash 
Increase (decrease) in prepaid expenses 
Increase (decrease) in accounts receivable 
Decrease in salaries, wages and bonuses 
Decrease in note payable 

( ) indicate red figure. 

See notes to consolidated financial statements 

NET CHANGE 

Fiscal year ended 
January 30, .Tanuary 31, 

1971 1970 

$ 5, 964, 085 
3,l~92,892 

1, 797' 805 
269,407 
163,659 

-0-

$ -0-

----· 

-0-
2,410,354 

216,145 
61,122 

5,807,694 
_§_~5,315 11, 687, 848 

1,337,442 102,671 
169,806 165,270 

( 131,130) ( 131,130) 
-0- 1 2318 2979 

1,376,118 1,455,790 
4,540,000 -0-

837,306 -0-
22 2326 1342275 

62775,750 __L290, 065 

$ 4,912,098 $6,905,250 

$2,000,000 ($ 2,000,000) 
1, 708,204 ( 1, 849, 204) 
1,493,059 ( 1,493,059) 

149, 613 ( 3,491,390) 
140,334 6,094,444 

108 1 865 ( 1851200) 
5,600,075 ( 2,924,409) 

356,618 599,572 
250,886 428,555 

6 0' 87 5 ( 572,315) 
13, 217 ( 10,945,216) 
6,381 259,745 

-0- 400 2 000 
687,977 ( 9,829 2 659) 

$4, 912' 098 $ 6,905,250 

·~ 

'•.lo'. 



NOTES TO CONSOLIDATED FINANCIAL STATE?-!ENTS 

DIVERSIFIED RETAHING COMPANY, INC. 

AND SUBSIDIARY 

January 30, 1971 and January 31, 1970 

Note A - Principles of Consolidation 

As at December 1, 1969, the Company sold 40,000 shares of the conunon stock, 
comprising all of the then issued and outstanding securities of Hochschild, 
Kohn::..: Co., Incorporated, one of its two wholly-owned subsidiaries, for 
$7,085,205. As at December 1, 1969, but prior to said sale, Hochschild, 
Kohn & Co., Incorporated red1:!emed from the Company 6, 7 50 shares of its 
common stock and 20,000 shares of its convertible first preferred stock for 
the aggregate amount of $4,500,000. The proceeds from said sale and said 
redemption totaled $11,585,205. From said proceeds, capital contributions, 
comprising cash of $4,710,732 and non-interest bearing notes of a third 
party in the respective amounts of $2,000,000, collected February 1, 1970, 
and $4,540,000, collected on Fehruary 1, 1971, wer€ made by the Company to 
Associated Retail Stores, Inc. The operations of Hochschild, Kohn & Co., 
Incorporated for the ten months ended December 1, 1969 are included as 
earnings related to discontinued operations in the statement of earnings. 
The loss on the sale of Hochschild, Kohn & Co., Incorporated is included as 
an extraordinary item in the statement of earnings. 

The consolidated financial statements include the accounts of the Company's 
wholly-owned subsidiary, Associated Retail Stores, Inc. At the date of 
acquisition of Associated by the Company, the carrying amount of the net 
assets of said subsidiary was in excess of the investment of Diversified 
in the amount of $1,311,309; this excess is being amortized over a ten-year 
period and is shown in the balance sheet net of accumulated amortization. 
Intercompany accounts and transactions have been eliminated in 
consolidation. 

As at March 3, 1970, Associated purchased for $500,000 cash all of the 
authorized capital stock of a newly-organized company, Reinsurance Corp. of 
Nebraska, incorporated under the laws of the State of Nebraska to transact 
the business of insurance, with the exceptions of life and title insurance. 
In addition, Associated contributed capital to this subsidiary consisting 
of $2,000,000 in cash and marketable securities with a cost basis of 
$968,688. 

The financial statements reflect the investment of this unconsolidated 
subsidiary on the equity method, which includes unrealized appreciation of 
marketable securities held i~ the amount of $384,136, net of applicable 
income taxes, which is shown as a direct credit to earnings retained in the 
business in accordance with general practice in the insurance industry. 
However, management can give no assurance that all or any of such unrealized 
appreciation will be realized upon the sale of such securities. 

The difference betwf)en statutory stockholder's equity of this unconsolidated 
insurance subsidiary and Associated's equity in the investment (as reflected 
in the accompanying balance sheet) is reconciled as follows: 

Statutory basis stockholder's equity as at December 31, 1970 
Additions: 

Equity in unearned premium reserve 
Excess of statutory reserves over cost basis 

Less provision for income taxes on unrealized appreciation 
of marketable securities 

ADJUSTED STOCKHOLDER'S EQUITY AS AT DECEMBER 31, 1970 

$3,979,531 

52,089 
33 

4,031,653 

154,625 

$3,877,028 



;-\OTES TO CONSOI.1DATED FINANCIAL STATE~lE:'\TS - CONTINUED 

DIVERSIFIED RETAILING CO:VlPAL'-f'L, INC. 

AND SUBSIDIARY 

January 30, 1971 and January 31, 1970 

Note B - Merchandise Inventories 

Inventories, as determined generally according to the retail inventory 
method, were priced at the lower of cost (first-in, first-oDt) or market. 

Inventories used in the computation of cost of goods sold were as follows: 

Note C - Note Receivable 

February 1, 1969 
January 31, 1970 
January 30, 1971 

$3,548,815 
3,957,861+ 
3,817' 530 

In December 1970, the note receivable of $4,540,000 was pledged as collateral 
for a note payable to a bank in the same amount. The note payable wEs paid 
on February 1, 1971 from the proceeds of the note receivable. The receipt of 
the proceeds of the note receivable and the payment of the note payable are 
reflected in the accompanying financial state~~nts as of January 30, 1971. 

Note D - Investment in Affiliated Companies and Other Security Investments 

The Company, its subsidiaries and certain related persons own, in the 
aggregate, more than 10/o of the outstanding conm1on stock of two affiliated 
companies and of one other company included in other security investments. 
Said conunon stock on the books of the Company and its consolidated subsidiary 
is carried at a total cost basis of $8,850,082 which is included in 
investment in affiliated companies and other security investments in the 
accompanying balance sheet in the total amount of $9,679,274. The 
unconsolidated insurance subsidiary also owns conunon stock in said two 
affiliated companies which is carried at an uJmitted asset value (market 
value) of $2,411,800. Although disposition of all '"'r any lesser amount of 
said connnon stock is subject to certain restrictions, LLP aggregate quoted 
market value of an equivalent number of unrestricted shares at J.Jnuary 30, 
1971 exceeds cost. 

Note E - Property, Plant and Equipment 

Depreciation is computed on the straight-line method except for buildings 
where the 150% declining-balance method is used. Depreciation and 
amortization of property, plant and equipment charged to earnings of 
continuing operations for 1971 and 1970 was $169,806 and $165,270, 
respectively. 

Note F - Long-Term Debt 

8% Debentures 
9% Notes payable 
4% Mortgage payable 

Less current portion 

January 30, 
1971 

$6,600,000 
841, 042 
166,251 

7,607,293 
169,987 

$7,437,306 

January 31, 
1970 

$6,600,000 
-0-

224, 7 81 
6,824,781 

61,122 

$6,763,659 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - C0f\:TIN11ED ------

Dl VERSIFIED RETAILING COMPAi\'Y, UC. 

AND SUBSIDIARY 

January 30, 1971 and January 31, 1970 

Note F - The 8% Debentures issued by the Company pursuant to a Trust Indenture dated 
(Cont'd) as of November 1, 19fi7 (the "Debentures") are due on November 1, 1985. The 

aggregate principal amount of the Debentu. es is unlimited. The Debentures 
bear interest at a fixed annual rate of 8% payable semi-annually until 
maturity, and bear participating additional interest each year up to a 
maximum of 1% contingent upon the amount of adjusted consolidated earnings 
before income taxes for the previous fiscal year of the Company. 

The Debentures are subject to redemption at the option of the Company at 
106-1/2% of the principal amount of each such Debenture to October 31, 1971 
and at reduced percentages of the principal amount of each such Debenture 
thereafter. The Debentures are also subject to redemption at par plus 
accrued fixed and participating additional interest through operation of a 
contingent sinking fund. Sinking fund payments on anniversary dates are 
contingent upon the amount of adjus~ed consolidated net worth at preceding 
fiscal year end. No payment will be required at October 28, 1971. The 
Debentures are further subject to redemption at the option of each Debenture 
holder, exercisable within sixty days following notice that, other than by 
reason of the death of Warren E. Buffett, said Warren E. Buffett or an 
organization controlled by him, shall cease to own in combined holdings, a 
larger block of shares with voting rights of the Company than any other 
stockholder, or combination of stockholders, controlled by a single 
individua 1. 

The Articles of Incorporation of the Company, as amended, provide that the 
holders of the Debentures, upon the happening of certain events, shall be 
entitled to vote upon certain matters to the exclusion of all holders of the 
common stock of the Company. 

The Trust Indenture covering the Debentures contains certain restrictions 
applicable to the Company relating to net worth, redemption of stock and 
payment of dividends. At January 30, 1971, earnings retained in the 
business were not subject to such restrictions. 

Under the 4% mortgage, land and building of the subsidiary, Associated, have 
been collateralized. Payments are due in monthly instnllments of $5, 750 
including interest to January 1972. 

Notes payable were issued during the year in exchange for connnon stock of an 
affilic:!ted company. These notes become due at varying dates from January 4, 
1977 to January 4, 1988 and bear interest at a fixed annual rate oE 9% 
payable semi-annually. The notes are also due on the respective payees' 
demand on or after the expiration of twelve months following the date of 
death of Warren E. Buffett. 

Note G - Leases 

Associated has entered into leases covering 72 stores and its New York 
offices. The leases expire at various dates through 1986 and, with respect 
to 58 stores and the New York offices, provide for basic annual rentals of 
approximately $1,435,000. Rentals for the remaining 14 stores are based 
primarily on a percentage of sales. Certain leases provide for additional 
rent based on sales volume and for payment of real estate taxes and other 

expenses . 

.......... 1m11i ...... -.ii ..................... _____________ __ 

-----------·--.-..--~~- ---~---~--
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NC1TES TO CONSOLlDATED FINANCll\L STATE'U~NTS - CONT [~'lllm 

DI VERSIFIED RETAIUNG CO.MPANY, l NC. 

AND SUBSIDIARY 

January 30, 1971 and Januarv 31, 1970 

Note H - Pension Plan 

Associated has a non-contributory pension plan covering eligible full-time 
employees. The total pension expense for the years ended January 30, 1971 
and January 31, 1970 was $65,000 and $61,000, respectively, which includes 
amortization of past-service liability of $234,000 over a thirty-year 
period. Associated's policy is to fund pension cost accrued. Participants 
do not have a vested interest in the plan . 

. Note I - Litigation 

Associated is a defendant in a suit claiming punitive damages of $1,000,000 
and damages for personal injury in the amount of $10,000. The insurance 
carrier is defending this action but has notified the Company that it (the 
insurance carrier.) has l10 liability for punitive damages. In. the opim.on 
of the counsel for Associated in connection with said litigation, recovery 
by the plaintiff of punitive damages is remote. 

Note J - CondemnfJ tion Proceedings 

Associated has been n0tified that the premises occupied uy one of its 
principal stores are subject to condemnation by the municipality in which it 
is located. Management is contesting and intends to continue to contest 
such proceedings. (See 11 Item 5, Pending Legal Proreedings. '') 

Note K - Capital Changes 

There were no changes in the capital stock and additional paid-in capital 
accounts during the years ended January 30, 1971 and January 31, 1970. 

Note L - Int~rest of Management and Others in Certain Transactions 

As disclosed in Item 15, Interest of M~nagement and Others in Certain 
Transactions, certain stock included in marketable securities, invesbneuts 
in affilir>t:ed companies and other security investments was purchased either 
from or :ough related parties. 

Note M - Supplemental Note - Depreciation Policy 

Provision for depreciation is made by charges to earnings at rates based 
upon the e:;timate<l 11seful life of each clas' of property. Improvements to 
leased properties are amortized over the te.:ms of the leases or the 
estimated useful lives of the assets, whichever is shorter. Generally, the 
estimated useful lives range from 14 to 33 years for buildings, 4 to 10 
years for fixtures and equipment and the life of the lease for leasehold 
improvements. 

Expenditures for maintenance and repairs are charged directly to earnings, 
those for betterment and major renewals are capitalized. The cost of 
assets retired or otherwise disposed of and the related allowances for 
depreciation have been eliminated from the accounts. Ga ins or losses on 
disposals have been credited or charged to earnings. 



--~--- -~---...--.-------lllliiiiim--

BALANCE SHEET 

DIVERSIFIED RETAILING COMPANY, INC. 

ASSETS 

Cash 
Due from subsidiary 
Recoverable federal income taxes resulting 

from overpayment of estimated tax 
Investment in affiliated com~any - Notes B and 
Equity in net assets of subsidiary - Note A 
Unamortized cost of long-term financing 

LIABILITIES 

Accounts payable and accrued expenses 
8% Debentures - Note B 
9% Notes payable - Note B 

c 

Unamortized excess of carrying amount of net 
of subsidiary over acquisition cost - Note 

Stockholders' equity - Note E 

assets 

Common Stock - voting, par value $.0001 
Authorized: 3,333,333-1/3 shares 
Issued and outstanding: 1,000,000 shares 

Additional paid-in capital 

A 

Earnings retained in the business, of which 
$1,935,506 and $262,420 represents equity 
in undistributed earnings and unrealized 
appreciation of marketable securities of 
subsidiary - Note B 

See notes to financial statements. 

January 30 
1971 

$ 690 
20,000 

-0-
846' 596 

20,603,896 
416,487 

$21,887,669 

s ~ 150,697 
6,600,000 

841,042 

819,575 

300 
5,999,700 

7,476,355 
13,476,355 

$21,887,669 

January 31, 
1970 

$ 4,073 
-0-

58' 157 
-0-

18,930,811 
444 440 

$19,437,481 

$ 132,000 
6,600,000 

-0-

950,704 

300 
5,999,700 

5' 7 54' 777 
11, 7 54, 777 

$1.9,437,481 

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



,, 

STATEMENT OF EARN1m;s 

OTVERSIFlED RETAILING COMPANY, INC. 

Income: 
Dividends 
Amortization of excess of net assets 

of subsidiaries over acquisition cost 

Expenses: 
General and ~dministrative expenses 
Interest and financing costs 

Federal income taxes: 

LOSS BEFORE TAXES ON INCOME 
AND EXTRAORDINARY ITEM 

Income-tax credit - Note D 
(Over)/under provision prior years' income taxes 

EARNINGS (LOSS) BEFORE EXTRAORDINARY ITEM 

Extraordinary item - loss on sale of subsidiary, 
including S83,000 of income taxes on taxable 
gain - Note A 

EARNINGS (LOSS) OF THE COMPANY 

Equity of Company in undistributed net earnings of 
subsidiaries (dividends received from the 
subsidiaries are included above) 

NET EARNINGS OF THE CC!~PANY AND SUBSIDIARIES 
ON A CONSOLIDATED BAS IS 

Ean1ings per share: 
Earnings (loss) before extraordinary item 
Extraordinary loss 
Equity of Company in undistributed net 

earnings of subsidiaries 
Net earnings of the Company and subsidiaries 

on a consolidated basis 

Fiscal year ended 
January 30, 

1971 
(52 weeks) 

$ 172.883 

1.3li l30 
304,013 

23,297 
5652914 
5892211 

( 285,198) 

( 289,000) 
( 44.691) 
( 333 1 691) 

48,493 

-0-
48,493 

1 1 288,949 

$1,337,442 

$ .OS 
.00 

1. 29 

l. 34 

January 31, 
1970 

( 52 weeks) 

( 

( 

( 
( 

$ 95,000 

131 2 130 '/( 
226,130 

9,766 
552 1 675 
562!441 

336,311) 

296,981) 
35 1 181 

261 2 800) 
74,511) 

1,318!979 
1,393,490) 

1,496!161 * 

$ 102,671 

( $ . 07) 
( 1.32) 

1.49 

.10 

'/( Amortization of $299, 035 excess of net assets over acquisition cost of subsidiary sold 
during the year ended January 31, 1970 has been reclassified to equity of Company 
in undistributed net earnings of subsidiaries. 

( ) indicate red figure. 

See notes to financial statements. 

~ 
I ... 



STATD!ENT OF EARNINGS RETA I NED IN THE BUSINESS 

DIVERSIFIED RETAILING COMPANY, INC. 

Balance at beginning of year 
Net earnings of the Company and subsidiary 

on a cunsolidated basis for the year 
Equity in unrealized appreciation of 

marketable securities of unconsolidated 
insurance subsidiary of Associated Retail 
Stores, Inc., less provision for income taxes 

BALANCE AT END OF YEAR - Note B 

See notes to financial statements. 

_ Fi.seal year ended 
January 30, January 31, 

1971 1970 

$ 5' 7 54' 777 

1,337,442 

384,136 

$7 ,476,355 

$5,652,106 

102,671 

-o~ 

$5,754,777 



STA'l'EHENT OF SOURCE AND APPLICATION OF FUNDS 

DIVERSIFIED RETAILING COMP/\ NY, me. 

Fiscal year ended 
Junuary 30, January 31, 

Application of funds: 
Increase in equity in net assetR of subsidiary 

and other assets 
Investment in affiliated company 
Re.sulting from sale o( subsidiary 

Source of fonds: 
From oper'1tions: 

Net earnings for the year 
~ ·1ortization of e>;cess of carrying amount of 

net assets of subsidiary over acquisition 
cost 

Amortization of long-tetm Cinnncing costs 
Loss on sale of suhRi<liary - net TOTAL FROH OPERA'rIONS 

Proceeds from long-term borrowing 

DECREASE (INCREASE) IN WORKING CAPITAL 

Changes in the compon• .its of working capital are summarized 
no Eollmvs: 

Decreases in working capital: 
Decrease in recoverable federal 

income taxes resulting from overpayment 
of estimated tax 

Increase (decrease) in accounts payable 
and accrued expenses 

Decrease in cash 

Increases in working capital: 
Increase (decrease) in due from subsidiary 
Decrease in due to subsidiary 

NE'£ CHANGE 

( ) indicate red figure. 

See notes to financial stntemcnts. 

1971 1970 

$1,289,680 
846,596 

-0-

$1,165,912 
-0-

1131777 
1,279,689 2,136,276 

1,337,442 102,671 

( 131,130) ( 131,130) 
28,685 28,6C5 

-o- 113181979 
1,234,997 1,319,205 

8411042 -0-
2,076 1039 L,319 1205 

$ 60,237 ($ 39,516) 

Fiscnl year ended 
January 30, January 31, 

1971 1970 

$58,157 $ 65,297 

18,697 ( 214,000) 
31383 911274 

80,237 ( 57,429) 

20,000 ( 198,000) 
-0- 1801087 

_?0,000 ( 17 ,913) 

$60,237 ($ 39,516) 

"' 

' I 

1· 



NOTES TO FINANCIAL STATg-r.mNTS 

DIVERSIFIED HE:TATLING C01'1PANY, INC. 

Jnnuary 10, 1971 and January 31, 1970 

Note A - As at December l, 1969, the Company sold 40,000 shares oC the common stock, 
comprising nll of the then issued and outstanding securities of Hochschild, 
Kohn & Co., Incorporated, one of its two wholly-owned subsidiaries, for 
$7,085,205. As at December 1, 1969, but prior to said sale, Hochschild, 
Kohn & Co., Incorporated redeemed f:rom the Company 6,750 shares of its 
common stock nnd 20,000 shores of its convertible first preferred stock 
for the aggregate amount of $4,500,000. The proceeds from said sale and 
said redemption totaled $11,585,205. From said proceeds, capital 
contributions, comprising cash of $4,710,732 and non-interest bearing notes 
of a third party in the respeclive amounts of $2,000,000, collected 
Febniary l, 1970, and $4,540,00'), collected on February 1, 1971, were made 
by the Company to Associated Retail Stores, Inc. The lo~s on the sale of 
Hochschild, Kohn & Co., Incorporated is included as an extraordinary item 
in the statement of earnings. 

The investment in the Company's wholly-owned subsidiary, Associated Retail 
Stores, Inc., is being carried on the bnsis of the equity in its net: assets. 
At the elate of acquisition of said subsidiary, the carrying amount: of the 
net assets of the subsidiary was in excess of the investment of. DivE:!i:sified 
in the amount oE $1,311,309; this excess is being amortized over a ten-year 
period and is shown in the bnlnnce sheet net of accumulated amortization. 

Note B - The 8% Debantures issued by the? Company pursuant to a Tn1st Indenture 
elated as of November l, 1967 (t:he "Debentures") nrc due on November l., 1985. 
'.l11e aggregate principal amount of the Debentures is unlimited. The 
Debentures bear interest at n fixed annual rat:e of 87 payable semi-annually 
until maturity, and bear participating add{tional interest each year up 
to a maximum of 1% contingent upon the amount of adjusted consolidated 
earnings before income taxes for the previous fiscal year of the Company. 

'rhe Debentures are subject to redemption at the option of the Company ot 
106-1/2% of the principal amount of each such Debenture to October 31, 1971 
and ot reduced percentages or the principal amount of each such Debenture 
thereafter. The Debentures arc also subject to redemption at par plus 
accrued fixed and pal..'ticiputing additional interest through opet't.-ltion of 
a contingent sinkiri.g fund. Sinking fund payments on anniversary dates are 
contingent upon the nmounc of adjusted consolidated net worth at preceding 
f.isca 1 year end. No pnyme.n t wi 11 be requ i reel n t October 28, 19 71. The 
Debentures arc fm:thar subjC'ct to raclempt:.ion at the. option of each Debenture 
holder, exarcisobta within sixty days following notice that, other than by 
reason or the d"ath of Warren E. Buffett, said Wnrren E. Buffett or nn 
organization contt'ol led by lu.m, shal 1 cease to own in combined holdings, a 
larger block of Fihnres with voting rights of the Company than any other 
stockholder, or combination of stockholders, controlled by a single individual. 

The Articles of Incorporation of the Company, as amended, provide that the 
holders of th0 Debentures, upon the l~ppening of certain events, shall be 
entitled Lo vote upon certain matters to tho exclusion of all holders or 
the common stock of the Company. 

The Trust Tndm1turo covcrinA the Dobcnturas contains certain restrictions 
relating to net worth, reut-mption of stock and payment or dividends. At 
Jnnunry 30, t971, eurnings rctnined in the business were not subject to such 
restrictions. 

Nl1tcs pnynble were issued during the ycm: in exchange for common stock of 
an uffilintacl company. These notes become due at varying dales from 
January 4, 1977 to Jnnuary 4, 1988 and bear ~1terest at a fixed annual rate 
of 9% pnyable semi-nnnuolly. The notes ore nlso duo on the respective payees' 
dcmnnd ~m or ofter the expiration of twelve months following the date of 
daalh or Warren R. Buffett. 



NLWl'.S TO PTNA1~CIAL STi\TD1fN rs . C()t~T l Nl_TD 

DI\IERSIF1ED RETATL1NC cm!P.\NY, l'.':C . 

.J;-inuary 50, 1971 and January 31, LC)70 

Note C - ThE' Company, ils subsidiaries o.nd certain related persons own, in the 
aggregate, more than 10'/ of the outstanding common stock of an affiliated 
company. Although disposition of all or any lesser amount of said 
connnon stock is subject to certain restrictions, the market value of an 
equivalent number of unrestricted shares at January 30, iq71 exceeds cost. 

Note D - The policy of filing a consolidated tax return has resulted in a tax credit 
to the parent company. 

Note E - There were no changes in the capital stock and additional paid-in capital 
accounts during the years ended <Tanuary 30, 1971 and January :n, 1970 

....... ____________ . ________ ~-------------------~~~~---------~ 17"11J11•m-1•1'¥111!tile~•aar..11 .. 1111111J&s11t11•111m•m1111111m1... .+ 
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SCHEDULE I - SHORT TERM COMMERCIAL PAPER, MARKETABLE SECURITIES 

AND OTHER SECURITY INVESTMENTS 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

January 30, 1971 

COL. A 
COL. C COL. D ---------------------------------------------------..-------------r--------

COL. B 
------------------------·- -------------------+-------------·---'------------- ---·-~·--· 

Volu1~ Bs~.t~d on 
Currerit Murket 

Quotation.• "' Bolence 
Sheet Date 

NAME OF ISSUER AND TITLE 
. OF ISSUE 

Number of Shores or 
Units-Prirtcipol 
Amount of Bonds 

nnd Notes 

Amount at Which 
Cnrried in 

t\nlance Shoe~ 
(at cost 1 

--------------~---------------------------------------......L-----------'---'----~--.:_._ __ _,_ ____________ _ 
Marketable securities: 

Federal National Mortgage Association 
8.45% due October 12, 1971 

Federal Land Bank 
5.70% due February 15, 1972 

Other security investments: 
Thriftimart, Inc. Class A Connuon Stock 
New Yorker Magazine, Inc. Common Stock 

The notes to the consolidated financial statements are made a part hereof. 

$140,000 

$1,000 

217,784 shares 
13,836 shares 

$ 140,000 

1 000 

$ 141,000 

$2,885,997 
829,19?. 

$3,715,189 

====== 

$ 143,612 

___ l, 007 

$ 144,619 

$2,831,1g2 
657,210 

$3,488,402 



" 

I ---

----------------------------..... ~ .............. ~! .. ~ .................... .. 
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SCHEDULE III-INVESTMENTS IN SECURITIES OF AFFILIATES 

DIVERSIFIED RETAILING COMPANY, INC. 

-- --· -- --- -- -· - ·--- - -·- -

r-- -----~~~~ 
-!--------------' 

COL. A 
COL. C COL. D 

--------·--- -- -

COL. E 
1 BALANCE AT BEGINNING OF PERIOD --··--------- ·-------

ADDITIONS 
--+-------,----------· ---- DEDUCf!ONS 

--- ----- -- ---- --·-· -·--- --· ........ -·~---·· 

BALANCE AT CLOSE ClF !'E.1~VJD 
NAME OF ISSUER AND 

TITLE OF ISSUE 

( 1l ( 2) (1) -------1----- ---·-

Consolidated: 
Year ended January 30, 1971: 
Unconsolidated subsidiary: 

Number of 

I 
Shares or Unit... 

Principal 
Amount of 

Bonds and Notes 

REINSURANCE CORP. OF NEBRASKA 
Conrrnon Stock 

Affiliates (4)(5): 
BLUE CHIP STAMPS 

Common Stock 
BERKSHIRE HATHAWAY, INC. 

cL .. nmon Stock 

Year ended January 31, 1970: 
NONE 

Parent company only: 
Year ended January 30, 1971: 

114, 000 

ASSOCIATED RETAIL STORES, INC. 
Common Stock 453,000 

Affiliate (4)(5): 
BERKSHIRE HATHAWAY, INC. 

Corrnnon Stock 

Amount in Dollars 

$ 1, 773, 000(7) 

$ 1, 773' 000 

$18, 930, 811 

(2) ( l) 

Number of Number of 
Shares or Units. Shares or Units. 

Principal A t . D 
11 

Principal 
Amount of moun in ° ars ~ Amount of 

Bonds and Notes Bonds and Notes 

-----------·--- -------

5,000 

282,900 

24,515 

21,075 

$ 3' 852, 824 (3) 
242 204 (1) 

$ 3~ 877' 028 

$ 3 ~ 206' 03 9 

9852046 

$ 4,191,085 

$ 1, 288, 949 (1) 
384,136(2) 

$ 846,596 

•• .,_ • l , , ,, ' \ • I .-, 

( 2) 

Amount in Dollars 

--------

( I ) 

Nu1nber of 
Shares or Uni ls. 

Principal 
Amount of 

Bonds And Not~s 

5,000 

396, 900 

24,515 

453,000 

21, 07 5 

I l) 

ArnnuPt i11 Dollars 

$ 3,877,028 

$ 4,979,039(8) 

985,046 

$ 5' 964, 085 

$20' 603' 896 

$ 846,596 



.. 
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SCHEDULE III - INVEST!:1ENTS IN SECURITIES OF AFFILIATES - CONTINUED 

COL. A 

NAME OF ISSUER AND 
TITLE OF ISSUE 

-----·---· ~ ---··------ '· -·------· 

DIVERSIFIED RETAILING COMPANY, INC. 

·---.--··--"-

.L __________ co:~ _______ _ 
BALANCE AT BEGINNING OF PERIOD 

---r------------.-------·--·--- --------·-
(II I (2) (I) (2) (I) 

Principn; Am u t . Dolin Prinl"ipal Amount iri 0 ,, 11,1r• Principal 
A.mount d 

0 
n in ,.rs Am unt of ' mount of 

Bonds and Notes Bonds and Notes Bonds and Notes 

·-----·----
(2) 

Amount in Dollnrs 

Year ended January 31, 1970: 

Sh~~~~re~',~it9. l::: Sh:~~~rc~~1\ts. Sh~~~'~:~~ils. 

----- -- -----~-------~~---- .. ·-·---~ _..__ ------ .. -· .. --------~ ....... _________ ~, _ _,, __ _ 
HOCHSCHILD, KOHN & CO., INCORPORATED: 

Convertible First Preferred 
Stock 

Common Stock 

ASSOCIATED RETAIL STORES, INC. 

20,000) 
46,i'SO) 

Connnon Stock 453,000) 

$14,955,045 

6,526,'153 

$21,481,998 

(1) Equity of the Company in undistributed net earnings of subsidiary. 

$ 44,000(1) 

11,250,732(6) 
1,153,126(1) 

$12,447,858 

$14,999,045 

$14,999,045 

( \ ) 

Numb~r of 
Sh~n·s or Units. 

Princ1pnl 
Amoullt nf 

Rnnds uncl Nott•s 

453,000 

(2) Unrealized appreciation of marketable securities of unconsolidated insurance subsidiary of Associated Retail Stores, Inc., 
less provision .for income taxes. 

(3) Includes capital contributions of $3,468,688 and equity of $384, 136 in unrealized appreciation of mai:ket;:ible securities of 
unconsolidated insurance subsidiary of Associated Retail Stores, Inc., less provision for income tax,]S, 

$ -0-

18,930,811 

$18, 930, 811 

(4) Although management of Registrant disclaims control over these companies, they may be deemed to be nl:filiates of Registrant. 

(5) Additional shares of stock in these companies are owned by the unconsolidated insurance subsidiary - see Schedule VI for the insurance company. 

(6) Additional paid-in capital contribution made to subsidiary by the Company from the sale of Hochschi.ld, Kohn & Co., Incorporated. 

(7) Included in other security investments at January 31, 1970. 

(8) Cash dividends of $57,858 were received during the year ended January 30, 1971. 

The notes to the consolidated financial statements are made a part hereof. 



,, 

COL. A 

CLASSIFICATION 

Year ended January 30, 1971: 
Land 
Buildings 
Fixtures and equipment 
Leasehold improvements 

Year ended January 31, 1970: 
Land 
Buildings 
Fixtures and equipment 
Leasehold improvements 

Rental property -
Land 
Buildings 
Fixtures and improvements 

•' 

SCHEDULE V-PROPERTY, PLANT, AND EQUIPMENT 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

COL. B 

Balance 11t Bcgi1rning 
or Period 

COL. C 

Additions at Cost 

COL. D 

Retirements 
or S11l1:s 

--- . J.~2----~-·- ··-·-. - .. .C.~1-... 

TOTAL 

TOTAL 

$ 850,157 
1,017,471 

675,523 
3451057 

$ 2,888,208 

$ 1,964,122 
4,803,670 
4,683,953 
11261,524 

12,713,269 

1,613,345 
390,688 
1+03 ! 650 

214071683 

$15,120,952 

$ 44,565 
116,212 
65,339 
431 2 91 

$269,407 

$ -0-
49, 868 

113,429 
521848 

216,145 

-0-
-0-
-0-
-0-

$216,145 

$ -0-
-0-
135 

221955 

$ 23,090 

$ -0-
-0-

70,635 
730 

71, 365 

-0-
-0-

3271976 
3271976 

$399,341 

COL. E 

Other Chu111ies-· 
Debit un<l/or Crndit* · 

Dcsera!w 

$ 

$ 

-- (2} .. 

-0-
-0-

21, 772,'< 
17 I 851,'< 

39, 623•/< 

$ 1,11.3,965>'< 
3, 836, 067>'.· 
4, 051, 224>'< 

968, 585''< 
9' 969' 841"< 

1, 613, 345''< 
390, 688# 

751674,'< 
2 , 07 9 I 7 07 ,'( 

$12,049,548''< 

(1) No additions, retirements, renewals and replacements are shown related to the reserves for depreciation of property, 
plant and equipment of the subsidiary sold during the year ended January 31, H170. 

(2) These amounLs represent the reserve for depreciation of property, plant and eq~ipment balances ot the beginning of 
the period of the subsidiary that was sold during the year ended January 31, 1~70. 

The notes to the consolidated financial statements are made a part hereof. 

COL F 

n.it.1111·1· nt ('lost> 
nf 1' .. 11111! 

$ 894,722 
1,133,683 

718, 955 
347,542 

$3,094,902 
====:,-__ _ 

$ 850, 157 
1,017,471 

675,523 
345' 057 

2,888,208 

-0-
-0-
-0-
-0-

$2,888,208 



COL. A 

DESCT~IP1'10N 

__ ,_H--·-· • • .. _,,. •·~ "'~-- -·· . ' ,,,_ __ , __ -
Year ended January 10, 1.971: 

Buildings 
Furniture and equipment 
Leasehold improvements 

Tar AL 

Year ended January 31, 1970: 
Buildings 
Furniture and equipment 
Leasehold improvements 

Rental property: 
Buildings 

'l'O'l'AJ, 

Fixtures and improvemcm ts 

,. 

SCHEDULE VI - RESERVES FOR DEPRECIATION AND AMORTIZA'J.'ION 
OF PROPERT~, PLANT AND EQUIPMENT 

COL. B 

Bnlnnce nt Degmnini.: 
of Period 

$ 616,744 
301,023 
138,470 

$1,056,237 

$3,268,689 
1,891,420 

613 1898 
5, 774,007 

297,239 
210,324 

--2.Q7,563 

$6,281,570 

DIVERSIFIED RETAILING COMPANY, INC, 

AND SUBSIDIARY 

COL. C COL. D 

ADDITIONS DEUUC'l'IONS FIWM RESEl~VES --··--- ····-- ·-1--·-·-- -·-- -. -·---- --1·~·- -- ---·--· ~ -
(I) (2) (ll (21 

ChnrgPd IC> Prnfit nnd Chnri.:cd to Other Rut1rmnonb, (.)tlwr· 
Loss or Income Acc:ount5~-Dcscri1Jc Roncwnh, nnd Duscribo 

Rcpli11·emo11ts 
---·"""'"'""' ""'-*""''.,._,.,,_...,,.. .__,.., _ _,,...,. __ ..,...._,,..,,._u,. • ._ •• • ~'"'"'_*'_ ..... ,., __ *• ~ ",.._,.._.._,.*,._" 

$ 41,863 
82,053 
45,890 

$169,806 

$ 37,607 
74,773 
41,667 

154,047 

-o-
11t223 
11, 223 

$165,270 

$ 

$ 

$ 

-0-
-0-
-o-
-0-

-o-
-o-
-o-
-o-

-o-
-o-
-0-

-0-

$ -o- $ -o-
21,840 -0-
1.8 1547 -0-

$ 40,387 $ -0-

$ -o- $2,689,552 
50,356 1,614,814 

730 5161365 
5.l,086 4,820,731 

-o- 297,239 
2131980 71567 
21~1980 304,806 

$265,066 $5,125,537 

(1) No additions or retirements are shown related to the property, 
of the subsidiary sold during the year ended January 31, 1970. 

plant and equipment 

(2) These amounts represent the property, plant and equipment balances at the beginning 
of the period ended January 31, 1970 of the subsidiary that was sold dudng that year. 

The notes to the consolidated financial statements are mode a part. hereof, 

COL. E 

Bnlnnn• ii\ Clus1• 
o( Pl'nod 

~~ 658. 607 
'161,236 
16 1;,513 

$1,1811,656 
----
$ 61.6, 7l~4 

301,023 
138,470 

1,056,2'37 

-o-
-o-
-o-



SCHEDULE XVI-SUPPLEMENTARY PROfIT AND LOSS INFORMATION 

COL. A 

ITEM 

Year ended January 30, 1971: 
.l'!aintenance and repairs 
Depreciation and amortizat~ :Lon 

Taxes other than taxes on income: 
Real !:.State 
State and local 
Payroll 

Management and service contract fees 
Rentals 
Royalties 

Year e~ded January 31, 1970: 
Maintenance and repairs 
Depreciation and arn-"Jrtization 

Taxes other than taxes on income: 
Real estate 
St.ate and local 
Payroll 

Management and service contract fees 
Rentals 
Royalties 

. .:.-
DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

- -- --- --- --r--
- - - - - -- ~- ----- -· CHARGE:~~~ZCTLY TO 

l PI<OFIT AND LOSS 

( I ) r 
I 

To Cost of 

l Good~ Sold or 
Operating Expe11'e~ 

(2) 

Other 

$ 329,401 $ -0-
169,806 -0-

50 '219 -0-
143,902 -0-
3421433 -0-

TOTAL TAXES 536,554 -0-

None 
1,885,558 

None 

$ 286,628 $14,044 
154,047 11, 223 

39,069 ~o-

103,931 163 
327l902 -0-

T'CYT AL TAXES 470,902 163 

Nnne 
1,848,230 45,601 

None 

The notes to the consolidated financial statements are made a part 'hereof. 

COL. C 

CHARGED TO OTHER ACCOUNTS 

(I) 

Account 

~.-. 

- ----- -·1- -- --- -- - -----
(2) 

Amount 

-- L 

$ -0-
-0-

-0-
-0-
-0-
-0-

$ -0-
-0-

-0-
-0-
-0-
-0-

-0-

COL. D 

Tot.ii 

$ 329,401 
169,806 

50,219 
143,902 

__l_!!2,43~ 
536,554 

1,885,558 

$ 300,672 
lfiS,270 

39,069 
104,094 
327!902 
471,065 

1,893,831 

II e .. aw, 



REINSURANCE CORP. OF NEBRASKA ---

Ba lance Sheet 

Decembe.£__]_1, 1970 

Assets 

Bonds (note 2) (Schedule I) 
Stocks, common (note 2) (Schedule II) 
Cash and bank deposits 
Uncollected premiums (net of commission balances 

payable of $61,539) 
Due from brokers 
Interest due and accrued 
Other assets 

Liabilities, Capital Stock and Surplu~ 

Losses and claims (note 4) 
Loss adjustment expenses 
Unearned premiums (note 4) (Schedule VII) 
Due to brokers 
Other liabilities 

Capital stock, $100 par value per share. 
Authorized, issued and outstanding 5,000 

shares (note 3) 

Surplus: 
Paid-in 
Unassigned 

Total surplus 

See accompanying notes tc financial statements. 

=·n-FRa ... &'" 11 •mu :mw• • 

$ 

$ 

$ 

$ 

574, 726 
3,657,055 

16,051 

117 ,216 
15,080 
10,301 

630 

4,391,059 

=== 

70,772 
9,179 

239,161 
91,940 

476 
411,528 

500,000 

2,968,688 
510,843 

314791531 
3,979,531 

4,391,059 

... 

"" 



REINSURANCE CORP. OF NEBRASKA ---

Statement of Operations 

Underwriting loss: 

Period from inc0ption of operations 
(M~rch 3, 1970) to December 31, 1970 

Net premiums writ ten (Schedule VII) 
Increase in unearned premiums 

Premiums earned (Schedule VII) 

~osses incurred (Schedule VII) 
Loss adjustment expense incurred (Schedule VII) 

Balance 

Underwriting expenses incurred: 
Commissions (Schedule VII) 
Other underwriting expenses (Schedule VII) 

Net underwriting loss 

Investment income: 
Interest on bonds 
Dividends 

Total investment income 

Investment expense 
Net inves tn.ent income 

Net loss 

Realized gains on investments (note 2) 

Net loss and realized gain on 
investments 

See accompanying notes to financial statements. 

$ 348,327 
2391161 
109116_ 

74,042 
10 1 589 
841631 
241535 

116,837 
1 1888 

118 z 725 
94,190 

47 '779 
182892 
66,671 

607 
66,064 

28,126 

241 

$ 27,885 



REINSl 1RANCE ~g~ OF NEBRASKA 

Statement of Capital Stock and Surplus 

Period from inception of operations 
(March 3, 1970) to December 31, l9i'O 

CaEita1 Stock 
Number oi SurE lus 

shares Par value Paid-in Unassigned 

Increases (decreases): 
Sale of capital stock 

to incorporators 5,000 $ 500,000 2,968,68tl 
Net loss and realized 

gain on investments (27,885) 
Unrealized gain from 

excess of market 
value over book value 
of stocks 538,761 

Increase in statutory 
compensation reserves 
over case basis reserves (33) 

Balance at end of period 5,000 $ 5DO,OOO 2,968,688 510,843 

------

See accompanying notes to financial statements. 

·' ' I 
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REINSURANCE CORP. OF NEBRASKA 

Statement of Source and Application of Funds 

Period from inception of operations (March 3, 1970) 
to Decemb.§.E._31, 1970 

Funds provided: 
Increase in loss and expense reserves 
Increase in unearned premium res~rve 
Increase in amount due to brokers 
Proceeds from sale of 5,000 shares ~f 
Other - net 

Total funds provided 

Funds used: 

common stock 

Net loss including realized gains of $241 
Increase in bonds 
Increase in stocks less $538,761 increase in 

unrealized gain 
Increase in uncollected premiums net of commission 

balances payable of $61,539 
Increase in interest due and accrued 
Increase in amount due from brokers 
Increase in cash and bank deposits 
Other - net 

Total funds used 

See accompanying notes to financial statements. 

$ 

$ 

79,951 
239,161 
91,940 

3,468,688 
443 

3,880,183 

27,885 
574,726 

3,118,294 

117,216 
10,301 
15,080 
16,051 

630 

$ 3,880,183 
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~' 

I 
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(1) 

REINSURANCf~ CORP. OF NEBRl1.SKA 

Nat0s to Financial Statements 

Occembe.E__}l., \ q70 

&lsis of Prt'scntation: 
Statutory insurance accounting principles differ in certain material 

respects from accounting principles followed by business enterprises 
in general. Such differences include, among others, the valuing of 
securities at market values, which may he in excess of cost, without 
providing for possible income tax that could be payable on liquida
tion; and the immediate expensing of the cost of acquiring premium 
income, which income is deferred over the periods covered by the 
policies. The ~ffect of these variations on the surplus and the net 
income of the company is as follows: 

Capital stock and surplus as shown in the 
accompanying statement of assets and 
liabilities - statutory basis 

Adjustments to surplus: 
Equity in unearned premium rese1.·ve 
Excess compensation statutory reserves over 

case basis 

Adjusted equity before income taxes 
applicable to unrealized 
appreciation on investments 

Less Federal income taxes applicable to unrealized 
appreciation on investments 

Adjusted stockholder's equity 

Consisting of: 
Capital stock 
Paid- in surplus 
R8tained earnings 

Net loss and realized gains on investments as 
shown in the accompanying statement of 
operations - statutory basis 

Adjustments to net income: 
Net realized gain on investments (to segregate 

from adjusted net earnings) 
Increase in estimated equity in unearned premiums 

Net adjustments 

Net earnings, as adjusted (excluding 
investment gain) 

Investment gains: 
Net realized gains 

Increase in net unrealized gains 
Less allowancl' for future income tnxcs 

Net investment gain 

$ 3,979,531 

52,089 

33 
52,122 

4,031,653 

154,624 
$ J,877 ,029 

500,000 
2,968,688 

408,341 
$ 3,877 ,029 

27,885 

(241) 
522089 
51 28h8 

$ 23 '963 

241 

538,761 
15L1 2 624 
3842137 

$ 384,378 



REINSURANCE CORP. OF NEBRASKA 

Notes to Financial ~tatements, Continued 

(2) Bonds and Stocks: 
Bonds and stocks are valued on the basis prescribed by the committee on 

Valuation of Securities of the National Association of Insurance 
Conunission-.!rs. 
Bonds carried at 
required by law. 
$3,l18,293. 

Bonds are at amortized value and stocks at market value. 
$97,324 are on deposit with the State of Nebraska as 

The stocks are common and were acquired at a cost of 

United Slates Treasury Note1, with a cost of $100,287 were sold in October 
1970 for $100,528 which resulted in a gain of $241. 

(3) Organization of the Company: 
The company was incorporated under the laws of the State of Nebraska on 

January 30, 1970 to operate as an insurer and reinsurer of any risk 
other than life or title insurance. Operations began on March 3, 1970. 
The capitalization was accomplished through the transfer of stocks with 
a market value of $2,436,813 and $1,031,875 in cash for all of the 
outstanding capital stock of the company. 

(4) Loss and Unearned Premium Reserves: 
The liability for losses and claims is based upon the accumulation of case 

estimates for losses by the companies from whom the company has assumed 
business. Unearned premiums are computed on the mont~ly pro rata basis. 
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REINSURANCE CORP~ OF NEBRASKA 

~amc of issuer nnd title of issue 

Governments -
U. S. Treasurv Bi I ls due Marc.:h 25, L97l 

Special revunue and special assessment: 
•• ouisilttrn, Beaurt'gard Parish 

industrial rL'Venue 
I1 lino is s ta tt.• tu 11 l'oa<l 1' 01mniss :ion 
Indiana toll road co~nisHion 
Kansas, L~ncxa industrial revenue 
Missouri, New t-fa<lr.id indu::.trial rc:"enUL' 
Missoud, Holla industrial revc:nue 

Total bonds 

Bonds 

Decembe~l, 1970 

Principal a111ount 
of bonds and notc.;•s Act11al s-osL 

$ 100,000 ----

20,000 
125,000 
150,000 
100,000 
100,000 
l on, o_p.Q 
SYS,000 

$ 695,000 
---------

98,882 

1 h, I 00 
t)I,H75 
90,000 

10•)' 000 
80,750 
95,00~ 

473,7JO 

572,612 

--

. · . ,. I . 4 .. ..J':',, 
~ • ~ "' • p ' ,, ~ 

Book value Market value 
(amortizNl -~) (amortizL•d cost) 

98,882 

16,180 
91,875 
9 l. ,423 

L00,000 
81 , 144 
95,222 

!175' 81+4 

5 74, 7 26 

98,882 

16' 180 
91,875 
91,423 

100,000 
R 1, u~4 
95,222 

!~75,844 

574, 726 

•-=== 

Amortized 
val~~ 

16,180 
91,875 
91,423 

100,000 
81, 141~ 

-22..il.22 
475,844 

574,726 

AdmitLcd 
ilSSl'l V~U};.1£. 

98,882 

111, 180 
y l '875 
91,/f23 

l Oo, i)QO 
8] '1!14 
_'Jl I n2 

117'5,84!1 



Name of issuer and title of issue 

Public utilities -
California Water Service Co. 

Banks, trusts and insurance companies: 
Girard Company 
Omaha National Corporation 
Third National Bank of Nashville, Tennessee 

Industrial and miscellaneous: 
Berkshire Hathaway, Inc. 
Blue chip stamps 
Munsingwear, Inc. 
Ridder Publicntions, Inc. 
U. S. Truck Lines, Inc. of Delaware 

Total conunon stocks 

REINSURANCE CORP. OF NEBRASKA 

Stocks - Other Than Stocks of Affiliates 

Decembe!:..1.1, 1970 

Number 
of shares 

500 
8,800 

100 
9 ,400 

14' 350 
145,000 
25' 100 
10,000 

2, 150 
196,600 

$ 

Actual cost 

275,448 

25,125 
118, 641 

4,575 
tt~8, 34]; 

578,605 
1,468,125 

493 l 240 
101, 255 
53,280 

3' 694, 505 

217,062 $ 3,118,294 

Book value 
(.£2..§.l) 

27':: ,4L~8 

25, 125 
118, 641 

4,575 
1.l~8, 341 

578,605 
1,4(JIJ, 125 

493, 240 
101,255 
53,280 

2,6%,505 

3,118,294 

Market value 

275,167 

27,750 
162,800 

5,375 
195,925 

581,175 
1, 830, 625 

498.863 
185,000 
90,300 

3,185,963 

3,657,055 

Admitted 
asset value 

275,167 

27,750 
162,800 

5,375 

581,175 
1,830,625 

498, 863 
185,000 
90 300 ___ ..i.;_ 

3'] 85' %3 

3,657,055 

C/l 

g. 
(T1 

't 
t-' 
Cl> 

H 
H 

···--~~ -------
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'fype of security 

Bonds and notes: 
Government 
Special revenue and special 

assessment 
Total bonds and notes 

Stocks: 
Conunon stocks: 

Public utilities 
Banks, trust and insurance 

companies 
Industrial and miscellaneous 

Total stocks 

Total investments in 
securities other than 

I' 

REINSURANCE CORP. OF NEBRASKA 

Summary of Investments in Securities - Other Than 
Securities of Affiliates 

Actual cost 

$ 98,882 

473,730 

572,612 

275,448 

148,341 
2,694,505 

3,118,294 

Decembef_]_l, 1970 

Book value 

98,882 

t.7 5 I 844 

574,726 

275,448 

148,341 
2,694,505 

3,118,294 

Market value 

98,882 

475,844 

574,726 

275,167 

195,925 
3,185,963 

3,657,055 

securities of affiliates $ 3,690,906 3,693,020 4,231,781 

Amortized 
value 

98,882 

475,844 

574,726 

574,726 

Admitted 
asset value 

98,882 

475,844 

574,726 

275,167 

195,925 
3, 185_, 963 

3,657,055 

4,231,781 



,, 

Fire 

Line of 
insurance 

Extended coverage 
Other allied lines 
Conunercial multiple peril 
Earthquake 
Inland marine 
Workmen's compensation 
Liability other than auto 

(bodily injury) 
Liability other than auto 

(property damage) 
Auto liability (bodily 

injury) 
Auto liability (property 

damage) 
Auto physical damage 
Aircraft physical damage 
Surety 

...... 

Unearned 
premiums 

beginning of 
period 

$ 

$ 

Net 

" 

REINSURANCE CORP. OF NEBRASKA 

Premiums, Losses And Underwriting Expenses 

December 31, 1970 

Part 1 - Premiums 
Unearned Premiums 
premiums earned 

premiums end of during 
written period period 

25,017 14,503 10,5ll~ 

3,627 1,400 2,227 
1,878 1,655 223 
9,271 6,807 2,464 

267 136 131 
7 '968 4,060 3,908 
1,819 1,031 788 

24,513 12,790 11, 723 

9,783 6 '719 3,064 

3,742 1,938 1,804 

1,880 998 882 
254,144 184,300 69,844 

574 347 227 
3 844 2 ,477 1,367 

348,327 239,161 109,166 

Part 2 - Losses and underwriting ~xpenses 
Other 

Conunissions under-
Loss and writing 

Losses expense brokerage expense 
incurred incurred incurred incurred 
during during during during 
period period period 12eriod 

13,494 1,440 10,554 136 
1,985 206 1,053 20 

319 62 592 43 

2' 706 310 50 
2 

2,39B 302 2,207 10 

441 38 479 10 

5,305 3 ,524 5,888 l '33 

2,445 929 2' l.33 53 

827 229 760 20 

418 123 384 10 

40, 677 2,699 91,581 1, 377 
188 27 3 

2,839 700 1 I 206 21 

74,042 10,589 116,837 1,888 

Cf.I 
(') 

::r 
ro 
0. 
i:: 
I-' 
ro 
< 
H 
H 
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EXHIBIT A 

COMPUTATION OF EARNINGS PER SHARE 

Average shares outstanding (1) 

~ET EARNINGS 

PER SHARE AMOUNT 

January 30, 
1971 

1,000,000 

$1,337,442 

$ 1.34 

Fiscal vear ended 
January 31, February 1, 

1970 1969 

1,000,000 1,000,000 

$102,671(2) $1,997,700 

$ .10 $ 2.00 

(1) Average shares outstanding have been recast to reflect a 3,333-1/3 to 1 stock split 
which occurred in December 1969. 

(2) Includes extraordinary loss of $1,318,979 . 

February 3, 
1968 

1,000,000 

$2,397,499 

$ 2.40 

January 29, 
1967 

1,000,000 

$1,256,837 

$ 1. 26 

. I 


