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PART I 

Item 1. Business 

Diversified Retailing Company, Inc. (the "Company") , a 

Maryland corporation, is a holding company which renders finan'cial and 

operating advice t9 its wholly-owned subsidiary, Associated Retail 

• Stores, Inc. ("Associated"), an Illinois corporation, and to Associa-
~·: 

ted's subsidiaries. The Company also owns certain marketable securi-

ties. The Company has no direct employees; its Chairman of the Board 

of Directors, Warren E. Buffett, serves the Company 1without compensa-

tion, and its President, Robert M. Goldman, is compensated solely thro\lgh 

his sharing as a partner in the law firm of Frank, Bernstein, Conaway 

& Goldman in le•::n-1 fees paid by the Company to said firm for sundry 

legal services. 
' _ .. -> 

(See "Item 12. Directors of Regi9trant" and "Item 
/I 

13. Remuneration of o~\:ectors and Officers.•! l ~·tfth respect to 

material corporate matters, Mr. Goldman a.cts only with the approval of 

the Board of Directors of the Company. 

Associated operates a chain of popular priced women's and 

children's appa;"cel s'tores,. located principally in Midwestern and North-

eastern states. Ass9iciated's wholly-owned subsidiary, Reinsurance 

Corp. of Nepr~;5ka ("Reinsurance") , a Nebraska corporation, .is engaged 

so.lely in, th~ busin.ess of accepting portions of reinsurance contracts. 
''.>I\ 

Associated wholly owns ,~o oi;her subs1idiaries: Fashion Outlet of 

Michigan, Inc. ( "Fashiori Out!.Let") , a Michigan corporatipn, which oper-

ates a single popular pr,;ced women' fJ' and children,' s appare·l store 
\, ro1 
~':'~< i!(ir!., ,".\ t I 

located in Saginaw, ~iichigan, and Anbec, 1Inc. ("An)>~~/) , an ·1Illinois 
, . ::1 r\·. ~;,~~:w~ 

corporation, which owns improved premises (:~n Ch#~~¥~ · :tlino'is", in 
~·; ' • \~~ ' -~))~}~,~ ,. ff 

which A..ssociated operates one of its retail 's:~'-'..;.-=:!~h). , ·":; 
Jl ;/' > 

Associated Ret\~il 'Stores, Inc. \'r I( 
1; "''\ 

Ass(/ciated operates seventy-three stor~~ which ·•retail popular 

wo~~n' s ,1~> a~d in a number of stores, chi:D:l~~) 's ap'pa.;-el, consis-
. ~~ ' {'' 

priced 

tin~ principally{~f 
' \, 

'• 

coats 1 dresses, suits, sports"wear, lingerie, 
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•. foundations, hosiery and accessories. Present stores are located in 

'" 

. . .. 
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the states of Colorado, Connecticut, Illinois, Indiana, Iowa, Kentucky, 

New York, New Jersey, Ohio,, Pennsylvania and Wisconsin. Principal cities 

in which stores are located include Pittsburgh, Milwaukee, Phi.~adephia, 

Denver, Louisville, Chicago, Buffalo, New York City, Gary, Columbus, 

Akron, Waterbury, and Toledo. The popular-priced women's and children's 

apparel lines are administered through the New York headquarters ~f 

Associated. Stores are located in downtown, neighborhood and shopping 

center retail areas in separately leased or owned premises. (See 

"Associated Retail Stores, Inc." under "J,:tem 3. Properties.") The Asso-

ciated stores operate und~r various names, including Amy, Blauner's, 

Cotton Shops, G & A, Gaytime, Goodwin's and York. 

Associated seeks, through its merchandising policy, its uni-

formity of purchases for all stores and its cash-sale-only policy 

(other than bank charge account plans), to afford customers wide selec-

tions of merchandise while maintaining its overhead costs at as low a 

level as possible. In addition, Associated utilizes interchangible 

store fixt~res to afford relative ease in opening and closing store 

~utlets. All stores operated by Associated are served by a central 

buying and warehousing organization located in New York City. A staff 

of twenty-two merchandise managers, buyers, and assistants maintain 

daily personal contact with the various New York and other apparel mar

kets. Nearly all receiving and purcha~dng activities are conducted in 

the central warehouse from which shipments are made daily to the various 

stores. Associatad utilizes detailed inventory control and analysis 

primarily through the use of a leased I.B.M./360 computer system with 

peripheral supporting equipment.in order to seek to identify popular 

and fast selling items for rapid replacement, and also to determine 

those items which require instant reduction in price for quick disposal. 
' 

Associated employs approximately one thousand five hundred 

(1, 500) full and part-time employees w,i th maximUti\ seasonµ! employment 
, ' 7 

reaching one thousand s·even hundred (l, 700~. A~proximately two, h\lndred 
,·:.,_:_, __ 
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fifty (250) of these are warehouse and office employees - varying sea

sonally by one hundred (100), more or less. All sales personnel in the 

stores are paid an hourly rate and no sales commissions are paid. 

Approximately 80% of Associated's employees are covered by union con

tracts which expire at various times. There have been no significant 

changes in em1~loyee relat:.\ons during the past fiscal year and Associa

tiad considers its employee relations to be satisfactory. 

In most of the ~1t:ore locations, particularly those in larger 

cities, the business in ,l:Jhich AssoC\iated engages involves intense com

petition with other stc/res selling similar merchandise, including dis

count and department stores, specialty shops 'and some stores operated 

by national chains. 

Fashion Outlet of Michigan, Inc. 

Fashion Outlet operates one store in Saginaw, Michigan. It 

conducts its operations in the same manner as all Associated stores 

and carries the Fashion .Outlet name in order to retain the right of 

use of this name in the State of Michigan • 

. Anbec, Inc. 

Anbec's only activity is the ownership of the improved real 

property located at 11111 South Michigan Avenue, Chicago, Illinois, 

which Anbec leases to Associated for the operation of one of its retail 

stores. Anbec has no salaried employees. 

Reinsurance Corp. of Nebraska 

Reinsurance operates under a Certificate of Authority to 

transact the business of insurance, with the exceptions of life nnd 

title insurance, fro1!1: 1the State of Nebraska, Department of Insurance. 

At the present time, the business of Reinsurance is limited substanti

ally to the acceptance of portions of reinsurance contracts generated 

t.~rough and offered to Reinsurapce by t.he reinsurance division of 

National Indemnity Company (i'National Indemnity"). When National 
I 

~ndernni'tly does not';\reinsure th§,,, f~ll o.moupt of a _contract offered 

it for reinsurance by oth<;:~ insurers, it may reoffer to Reinsuraince 
(( '· 

a portion of said reinsurance. ·c • _,; (I 
\) . \Y o .. 
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In the event that Reinsi~rance through its President, Warren 

E. Buffett (See "Item 12. Directors of Registrant."), accepts from 

National Indemnity the port.ion of a reinsurance contract so offered to 

it, then Reinsurance will generally be charged by National Indemnity 

one-half of the standard commission ri.\te applicable t0 such business. 

Standard commission rates are generally 1% on pro-rata business and 10% 

on certain excess business. In consideration of the commission paid 

to it on reinsurance so ceded, National Indemnity manages the book

keeping and other internal technical details of Reinsurance. Mr. Buf

fett is solely responsible for investment decisions of Reinsurance and 

is the uncompensated Chief Executive Officer thereof. 

Mr. Buffett and a member of his immediate family together own 

approximately 36% of the common stock of Berkshire Hathaway, Inc. 

("Berkshire 11
) , of which Mr. Buffett is Chairman of th1a Board of Di rec-

tors (see "Item 4. l'arents and Subsidiaries of Registrant" a.nd "Item 

,i 12. Directors of Registrant. 11
) , and the Company and its subsidiaries, ,,, 

1 ·' as at February 1, 1972, owned approximately 8% of the common stock of 

0 

0 

Berkshire. Both Mr. Buffett and the Company disclaim control of Berk

shire. Berkshire owns approximately 99.95% of the common stock of 

National Indemnity, of which Mr. Buffett is Chairman of the Board of 

Directors. National Indemnity, however, is not obligated to offer 

portions of reinsurance contracts ~o Reinsurance. Hence, Reinsurance 

cannot be certain that it will continue to be offered business th~0ugh 

the reinsurance division of National Indemnity, presently its oniy 

source of business. Reinsurance is currently completely dependent upon 

the continuance of its business arrangements with National Indemnity 

since Reinsurance has no independent staff for generating or evaluating 

business, settling losses or handling other administrative details. 

Lines of Business and Classes of Products and Services 

The Company's primary line o~ business is the retail. sale of 

women's and children's apparel. The , qpmpany' s subsidiary 1 s unconsoii- ,, . 

dated insurance subsidiary, Rei1'lsurance, represents a second line ofj 
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business and type of service (see "Reinsurance Corp. of Nebraska" under 

"Item l. Business.") wllich, during the fiscal year ended January 29, 1972, 

contr:ibuted more than 15% of earnings before income taxes and extraordi;nar)l 

items, but less than 15% of total sales and premiums earned. 

The following information l~s ~resented with respect to the 

Co~pany's two lines of business: 

Line of Business 

Retail sale of 
women's and 
children's 
apparel 

Reinsurance 

97.6% 

2.4% 

Fiscal Yeat Ended 

79.1% 

20.9% 

January 30, 1971 
:11 of Total % of c'onsoli
Saies and dated Income 
Premiums before 
Earned Income Taxes 

and 
Extra-ordinary 
Item* 

99.7% 

.3% 

99.2% 

.8% 

" 'l'he parent company has no operations and its loss before 
income taxes and ext;raordinary :i.tem has been excluded in 
making the calculations in the above tabulation. 

Price-Wage Freeze 

On August 15, 1971, pursuant to Executive Order 1615 and 

Presidential Proclamation 4074" President Nixon announced, among other 

thinqs, a wage and price free:z,e for a period of 90 days at those levels 

prevailing during the 30 day base period ending August 14, 1971. Upon 

the expiration of said 90 day period, President Nixon by Executive 

Order under the Economic Stabilization Act of 1970, as amended and 

extended, modified and extended wage and price controls indefinitely. 

Du~ to the relatively shor.t period of time that said econom:lc contrpls 

have been in existence an;d the present uncertainty as to th~~ir future 

scope and applicablity,, the Company ca~not determi.ne with as.surance 

what impact., if any, said economic cont,rols .. have )had and will have upon 

its consolid~~ed opera~ions. 
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Item 2. Summary of Operations 

SUMMARY OF CONSOLIDATED OPERATIONS 

DIVERS.J;F-~ED RETAILING COMPANY, INC. 

' AND SUBSIDIARY 

Net Sale.s 
Cost of ~·oods 

so.ld 
Interest and 
financing cost 
Tax(;!s on income 
Earnings of 

continuing 
operati~.,ns 
before ex
traordin ... 
ary item 
and equity 
in earnings 
of uncort
solida ted 
subsidi.ary 

Earnings re
lated to 
discon
tinued op
erations 
l~~s appli
c,able taxes 

·Extraordinary 
l.oss (1) (3) 

Eq"tity in earn
ings of un
consolidated 
subsidiary 

Net earnings 
Earnings per 

sharfi (2): 
Earnings of 

continuing 
operations 
before ex
trao:rdin~"' 
ary item 
and equity 
in earnings 
of uncon
solidated 
$Ubsidiary 

Ear.nings re
lated to 
discontinued· 
operations 
less appli
cable taxes 

(In thousands of dollars) 

January 
29, 1972 

$38,598 

251688 

$ 

$ 

673 
623 

660:' 

- 0 ... 

(111) 

3621) 
911 

(, 

0 
\' '7 

.66 

-o-' 

Fiscal ~ear ended 
Japuary 
30, 1971 .. 
$39,BJ~ 

26,444 

647 
~., 231 

$ 1,313 

$ 

-o-
-o-

24 
1,337 

... 

1.31 
G 

'~-o ... 

() 

0 

January 
31, 1970 

$39,113 

26 ,.~43 

565 
1,301 

$ 1,019 

403 

( l,319) 

(, 

$ l.02 
(J 

0 

,40 
If 

// 
(I 

.. 
February 
l, 1969 

$37, 50'8 

25,573 

609 
9341 

$ 1,244 

754 

-o-

-o-
1, 998 

$ l.24 

.76 

-o-Extraordin
' · ary loss ( .11) -o- ( ,l.32) .. . 

0 

{) 

' - 6 ... 

0 

"" --· ',_.'_.·,_': 

{\ 

February 
3, 1968 

$29,626 

20,363 

43.0 
815 

,, 
\.· 

1,161 

-o-

-o-
2,397 

!..\' 

'~) 

l-'24 
•I 

•'I 
(\ 

',;) 

1.16 
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Fiscal year ended 
J:anu.a.ry Janua.ry February Fe6ruary 
2,S I 1972 ;rn I 1911 31, 1970 l, 1969 3, 1968 
_, ,_ 

Equity in earn-
in gs of uncot1-
solidated sub-
sidiary .36 .03 -o.- -o- -o-

Net earnings .91 l.34 .10 2.00 2.40 
•Cash ai vidends 

per share -o- -o- -o- -o- -o-
(1) The extraordinary loss for fiscal 1970 resulted from the sals of a 

subsidiary and is shown net of $83,000 of income taxes on taxable 
gain. 

(2) Earnings per share have been restated to reflect a 3,333-1/3 to l 
stock spli;t which occurred in December 19S9. 

(3) The extraordinary loss for f:i.scal 1972 res1 ... \ted from additional income 
taxes related to the sale of a subsidiary referred to in (l) above. 

STATEMENT OF CONSOLID~'t'ED ADDITIONAL PAID-IN CAPITAL AND 
EARNINGS RETAINED IN THE BUSINESS 

DIVERSIJ!'ED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

Five years ended January 29, 1972 

(In thousands of dollars) 

Balance at January 28, 1967 
Net earnings for the year ended 
February 3, 1968 

Balance at February 3, 1968 
Net earnings for the year ended 
February l, 1969 

Balance at February 11 1969 
Net earnings for the year ended 
January 31, 1970 

Balance at January 31, 1970 
Net earnings for the yea,r ended 
January 30, 1971 
Unrealized appreciation of m.arketable 
securities of unconsolidated insurance 
subsidiary of Associatad,Retail stores, 
Inc., less provision for~,1~ncome taxes 

Balance at January 30, 197~~, , , 
Net earnings for the year )'ndecl 
January 29, 1972 , 

Reversal of unrealized appreeiat~.on 
of marketable securities ,!Jf unconsr·J:~ 
dated insurance subsidiary of Assoa.tated 
Retail st~~es, Inc., less prQVision for 
income ta\1)t·es , 

Balanoe at«:J'Eu1uar,y 29, 1972 
-_;;,~,\ ,., .;, 

' r;::: \ 
( ) indi'oates deduction 

IJ; 

Additional 
Paid-In 
CaEital 

$6,000 

-g,ooo 

6, 006' 

... 6,060 

-g·~ooo, 

'.) 

Earnings 
Reto.ined 
in the 

Business 

$1,257 

2,397 
3,654' 

1£998 
5,65~ 

103. 
"S,?SS' 

1,337 

,384 
-rtrm 

9;J.l 
t, \ (? 

(304) 
lO'";'mrr .... -

,II 

't 

,, 
ii n 

I,/ ' 
0 

q 
.l 

0 



' \ ; 

i 
j l 

I 

' ' 

•' 

The notes to the consolidated financial statemenbs are made a part 

hereof. 

Item 3. Properties 

The operating offices of the Company are located in the 

offices of Frank,, nernstein, Conaway & Goldman, the lnw firm in which 

Mr. Goldman, President of the Company, :ls a pttrtner. Mr. Shapiro, 

Secretary of the company through his resignation effective as at March 

l, 1972, was a partner in said law firm until his resignation therefrom 

on March 31, 1972; Max E. Blumenthal, successor to Mr. Shapiro as Sec

retary o;i; the1 Company, is also a partner in said law firm. With the 

exception of cert~ln legal and bookkeeping services rendered therein, 

only limited operational activities take place in, and no rent is paid 

in conn3ction with, said offices. 

Associntod Retail Stores , Inc,. 

The st:"'ras operated by i\psociated (see "Associated Retail 

Stores, Inc." under 11 Itom l. 1·r~sinoss. 11 ), rango in 'size from approximately 

t.wo thousand squo.re foot to fifty thousnnd square feet, with the total 

nron of all storan comprising npproximntaly ltoven hundrod fifty thous

and square foe t • 

Associtiit:.ed owns only five of its storo locations (all of 

wh:l.ch nre in Chicago, Milwaukee and Philadelphia) • It.a subsidiary, 

Anbec, owns one location (in Chicago) in which Asaoainted operatos a 

store. .Assooiated's .remaining stores nro leasad. Minimum o.nnunl ren

tals for store· spnces n99re90.te o.pproximntoly $1,450,000, '.1.'ha lease 

'"terms for said atox:c~s axpira at elates varying f,rom l9.c73 throu9h 1906, 
\"·; 

litnd ~~a lenso. for one store is on a montti ... to-•nonth basis (smo, "Item. s. 
Ponding Legal Proc:oedings 11

) • Cortnin lenses provide fo:r addi t~.onnl ron t 
ll 

~aia~a on sales volumo nnd for· ~~:yment of roal estate taxes and. othat 
'\ \ . ' ' 

e~pqnsos. The furniture and fixtures in the Associated sto:ras nro 

'standardized, nnd in tho, opinion of tho company roprdsont n minimum 

~ \ (> 

• 

'invostmcmth 

The G>Ceo,utiv~ 1 buy~n9 and ndmin~istrnt:ive of ficos are l.qcatod 

() 
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l in the New York wnrehouse lensed by Associated. 'l'he New York warehouse 

and offices also handle the receipt, pricing and shipment of all mer

cham1ise excopt for a. small portion which is shipped directly to four 

New York and three Pr.iladelphia stores. 'l'here are eighty thousn.nd 

(B0,000) square feet in the New York warehouse and an additional twelve 

thousand (12,000) square feet are leased in a nearby building. Associ

ated' s lease of the New York. warehouse facility expires on December 31, 

1973 and Associated holds no :tenewnl option with respect thereto. 

E!sh:lon Outlot of Michigan, Inc. 

Fashion outlot lonses tho one retail store which it operates 

in Saginaw, Michigan. Said store is similnr in scopo and character to 

the majority of store~ oporntod by Ar.rsocio.ted. 

!teinsurance Co:r:p. of NebraaJS!_ 

Reinsuranco haa no indopondant opornting offices or fncili· 

ties; all services that tiro pGrformod on bohnlf of nainsurnnco by Mr. 

BuffGtt are conductcad from,his offices in Omnha, Nebraska. (Seo 

"Reinsurance Co,rp. of Nobraska" undar "Item l. l3usinass. 11
) 

Itom 4. Parents and subsidiarios of nocristrnnt 

As nt January 29;-1972, Wnrron E. Buf.fot.t ownei!l 38.37~ of 

the common stock of tho Company, 11nd First Manhattan co. nnd Whealor, 
' Mungru: & Co,, of which Messrs. David S. Gottosmnn and Charles 'l'. Munger 

were rospoctively 9onoral p~rtnors, ench ownod 10% of the common stock 

of tho Company. (Soo 11 Itom 11. Principal Sacurity Holders and Socurity 

Holdings of Mo.no.gor~~nt 11 , and "I tom 12. Directors of Registrant. 11 ) 

Fir.st Manhattan co.. has ~dvisoc:l tho Company ~hat it clisolnims nny 

status which would causo it to bo daomod n parent of tho Company. 

~h~ Company owns 100' of tho iasuod and outstanding voting 

securities of ito wholl~s-ownoc1 nubsicliary, Associntocl Retni1 Stores, 
L -

Inc:.,, an Illinois· <'.torpo>:ntion. 
' )! ' 
Aru.=1ooio.tat1 notQil ~)to:r:es, Inc:. owns 100 % of tho issuad and 

fl ' 
·o\.ti\otandirfg voting &Jocurit:illUl c>f its thraa wholl.y.;;~\~~d subsidin:ti&a., 

llai\na1.U:nnoa Cotp, of Nobtaskn, Q. Ncbrnnka oorpotat~on, Fnohion .. Outlat 

bf 'Miohignn, ln~.1•, a Michigan Corporatio~,, and AnbJ/c:, Inc., ~n' Illinois '· 
'O 0 

() 
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corporation. Fashion outl~t and Anbec are included in the consolidated 

financial statements of the Company. In accordance with Rule 4.09 of 

Regulation s-x, promulgated by the Securities and Exchange Commission 

under the Securities Exchange Act of 1934, Reinsuran·ce is not so consol...!' 

idated. 

As at January 29, 1972, Associated and Reinsurance owned 

beneficially approximately 11% of th.e common stock of Blue Chip Stamps 

("Blue Chip"), a California corporation, whose said securities are traded 

in the over-the-counter market. Warren E. Buffett also owned benefi-

cially approximately 11% of the common stock of Blue Chips as at January 

29, 1972. As at January 29, 1972 the beneficial ownership of Mr. Buffett 

and his associates, including Associated; ReinsurancE.•; National Indem-

nity; National Fire & Marine Insurance Company, a wholly-owned sub-

sidiary of Berkshire, of which Mr. Buffett is Chairman of the Board ot 

Directors; Cornhusker Casualty Company, a wholly-owned subsidiary of 

National Indemnity of which Mr. Buffett is Chairman of the Board of 

Directors; and, Susan T. Buffett, spouse of Warren E. Buffett, aggregated~ '.' 

approximately 30% of the common stock of Blue Chip. Said aggregate 

ownership has been r~:duced from approximately 35% to 30% cts a r\":~sult of 

the liquidation of Buffett Partnership, Ltd., of which Mr. Buffett was 

General Partner, pur:suant to which liquidation 5% of the common stoc..ik 3.\ .· 0 , 

of Blue Chip was distributed to persons other than the associates o,f 

Mr. Buffett. In a~1dition, Wheeler, Munger & co., of which Mr. Charles 

T. Munger is a gen·eral partner, owned beneficially approximately 7% of 

the common stock e>f Blue Chip, and David s. Gottesman, a general 

partner of Fir.st Manhattan Co., owned benefically substantially less 

than 1% of the c<:munon stock of Blue Chip. The Company, Mr. Buffett 

and each of his respective associates set forth above, Wheeler, Munger 

& Co., and Mr. Gottesman dis·claim control of Blue Chip. 

As at J~uary 29, 1972, certain associates of Warren E. Buf

fett, includin9 Associated; National Indemnity; Nat.ional ~ire & Marine 

.Insurance Company; and Cornhusker Casualty Company, beneficially owned 

in the aggregate approximately 25% of the Cl·ass A coinmon stock of 
. ·;,\ . 

Thriftiinart ·' Inc. ( "Thrift.imart") , a California ~?rporation, .whose sa~d 

securitiesc .. ~i,:-e~: .. tJ:"aded on the Pacific Coast. S.te>q~ ~xcha~~ge and onht~e · 

.... 10, 
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American Stock Exchange. Wheeler, Munger & Co., of which Mr. Charles 

T. Munger is a general partner, owned beneficially substantially less 

.than 1% of the Class A common stock of Thriftimart, and owned shares 

of Thriftimart in its inventory account pursuant to its activities as 

specialist in said Class A common stock on the Pacific Coast Stock 

Exchange. The Company, Mro Buffett and each of his respective associ

ates set forth above, and Wheeler, Munger & Co. disclaim control of 

Thriftimart. 

As at March 14, 1972, Associated exchanged all of its 270,584 

shares of the Class A common stock of Thriftimart for 300,000 shares, 

or approximately 6%, of the common stock of Blue Chip. 

As at January 29, 1972, Warren Eo Buffett and Susan T. Buf

fett, his spouse, together owned beneficially approximately 36% of the 

common stock of Berkshire, a Massachusetts corporation, whose said 

securities are traded in the over-the-counter market. The Company and 

its subsidiary owned beneficially approximately 7% of the common 

stock of Berkshire as at January 29, 1972, and approximately .8% as 

at February 1, 1972 •. Mr. Buffett, Susan T. Buffett and the Company 

disclaim control of Berkshire. 

Item 5. Pending Legal Proceedings_ 

With the two exceptions des9ribed below, other than ordinary 

routine litigation incidental to the business of the C9rnpany and its 

subsidiaries, nei tl:ier the. Company nor any of its subsidiaries are par- 1 

ties to any material pending legal :proceedings and none of their prop

erty is the subject thereof. 

The premises oc;cupied by two o,f Associated' s principal stores 

have been condemned, though both of said stores remain occupied by 

Associated. Associated owns the improved real property located at 

913-911 Market Street, Philac1elphia, Pennsylvania, in which it operates 

one of its retail stores. Condemnation proceedings were instituted 

against said property by the Philadelphia Redevelopme'.:lt Authority on 
' 

May 21, 1970, in the Court of Conunon. Pleas of Philadelphia County. The 

sto.te locat:.ed on said premises a7counts for approximately $2, 024, 000 in 

.. gross s~les or appro~imately 5% of the gross ~ales of all stor~s operated 
\ r, 

,, 'i>y~l\~sociate4. ' .A~s~~iate(;l c;:otr.menced operatio:{l of. its· ~.tore at··this 
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location in 1951, and the real property and improvements thereon are 

reflected on the books of Associated at a net book valt?.s of $885,249. 

The Philadelphia Redevelopment Authority has paid intc1 Court the sum of 

$1,348,095, said sum representing the Authority's estimate of fair 

compensation for the said improved real property. Associated operates 

another of its retail stores at 835 Market Street, Philadelphia, 

P.ennsylvania, which it ">ccupies under a month-to-month lease with the 

Philadelphia Redevelopment Authority, said prentlses also being the sub

ject of condemnation proceedings. The store located at 835 Market 

Street, Philadelphia, Pennsylvania, accounts for approximately $724,000 

in gross sales. In said condemnation proceedings, Associated, through 

its counsel, has challenged the power and right of the Philadelphia 

Redevelopment Authority to appropriate the property, and Associated 

intends to continue to contest the propriety thereof. There can be no 

assurance, however, that Associated will be successful in preventing 

the condemnation of said property. 

Associated is a defendant in a suit claiming damages for 

personal injury in the amount of $10,000 and punitive damages of 

$ . .l, 000, 000. Associated' s insurance carrier is defending this action, 

but has notified Associated that the insurance carrier has no liability 

for punitive damages. Associated' s counsel in ~aid litigation is o.f 

the opinion that the likelihood of recovery of punitive damages by the 

plaintiff is remote. 

Item 6. Increases and Decreases in Outstanding Securities 

None. 

Item 7. Approximate Nuri\ber of Equity Security Holders 

Title of Class -. 
Common Stock, par value 
$0-. 0003 per share 

As ::xc Jan.uary 29, 1~12 
Nurr~ber of Record Holoers 

293 
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Item B. Executive Officers of the Registrant 

Name Office(s) Held 

Chairman of Board of Directors 
~resident and Director 
Vice-President and Director 
Vice-President and Director 
Director 

Warren E. Buffett 
Robert M. Goldman 
David s. Gottesman 
Charles T. Munger 
Charles F. Heider 
Larry c. Cummings 
Max E. Blumenthal 

Age 

41 
55 
45 
48 
45 
28 
31 

Treasurer and Assistant Secretary 
Secretary 

Item 9. Indemnification of Directors and Officers 

The Company has no charter provision, by-law, contract or 

arrangement under or pursuant to which any of its directors or office~s 

are insured or indemnified in any manner against any liability which 

may be incurred in their capacity as such. However, under Article 23, 

Section 64 of the Maryland Annotated Code (1957 edition, as amended), 

the Comp~ny may indemnify any person who is serving or has served as a 

director or officer of the Company or, at the request of the Company, 

is serving or has served as a director or officer of another corporation 

in which the Company owns shares of capital stock or of which the Com-. 
pany is a creditor, against expenses actually and reasonably incurred 

by them in connection with the defense of any action, suit or proceed

ing, civil, criminal or administrative, in which such person is made a 

party by reason of being or having been a director or officer of the 

Company, or of such other corporation, except in relation to matters 

as to which such person is adjudged in such action, suit or proceeding 

to be liable for negligence or misconduct i:n the performance of a duty 

to the Company. 

Item 10. 1_ Financial Statements, Exhibits Filed 

(a) Fin.ancial Statements: The response to this item is sub

mitted as a separate section of this Annual Report. 

(b) Exhibits Fil,.ed: E:ajlibit A Computation of earnings 

per shiare. 

Th~ ~nual Report of. the Company qf. i:t$ 1971 fisbal year 

Wi·l1 J:>e ma.iled to \the stockholders. thereof in the near. future. 
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PART II ~· 
~ 

Item 11. Principal Security Holders and Security Holdings of Management ·~ 

Principal Security Holders 

Name and Address 
Title of 

Class 
Type of 

Ownership_ 
Number of 

Sha:res Owned (1) 
Percent 
of Class 

Warren E. Buffett Common 
5505 Farnan Street 

Record and 383,732 (2) 
Beneficial 

38.37% 

Omaha, Nebraska 

First Manhattan Common Record and 80,822-1/3 (3) 
Beneficial 

8.08% 
Co. 

30 Wall Street 
New York, New York 

, Common Record 19,177-2/3 (4) 1.92% 
only 

Wheeler, Munger & Common 
Co. 

Record and 100,000 (S) 
Beneficial 

10.00% 

618 South Spring 
Stree,t 

Los Angeles, 
California 

Notes: 

(1) As at January 29, 1972 

(2) Does not include (a) 30,847 shares of common stock held by a mem
ber of Mr. Buffett' s immediate family; (b) 3, 732 shares of comr .:Jn 
stock held by a trust under the Will of Howard H. Buffett, deceased, 
of which Mr. Buffett is trustee; (c) 552 shares of common· stock 
held in equal amounts by three trusts, each for the benefit of a 
member of Mr. Buffett's family, of which he is a co-trustee; (d) 
2,304 shares of common stock held in three equal amounts by Mrs. 
Doris B. Lear, a sister of Mr. Buffett, as Custodian under the 
Nebraska Uniform Gifts to Minors Act, each for the benefit of 
a member of Mr. Buffett's family; nor, (e) 429 shares of common 
stock held in equal amounts by three trusts, of which Mr. Duffett 
is a co-trustee, and in which beneficial ownership is disclaimed 
by Mr. Buffett. 

(3) Mr,,, Davids. GottesmS'ln, a Director and.Vice-President of the Com
pany,, as a general partner of First Manhatta11 Co. 1 possessed an 
interest in said 80,822-1/3 shares. 

(4) Mr. David s. Gottesman, a Director and Vice-President of the Com
pany, benefic~ally owned 5,053 shares of said 19~177-2/3 shares • 
An additional 1,500, shares .of said 19,177·-2/3 shares is held in 
trust for the benedit of members of Mr. Gottesman's immediate 
family and 1,522 shares of said 19,177-2/3 sh~res is owned benefi
cally by a member of Mr. Gottesman' s immediate family; Mr. Gotte·s
man disclaims beneficial,ownersh~p in said trust and in the shares 
owned by the membe.r of J:i:Ls immediate family. 

(5) 

",G;J. 

'·"f , 

Mr. Charles T. Munger, a Director and Vice-President of the Com
pany, as a gener.al partner of Whee';ier 1 Munger,& co., possessed an 
iriterest in saia 100 1 000 shares• ·' '" 
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Security Holdings of Management 

All Officers and Direc
tors as a Group 

Notes: 

Title of 
Class 

Common 

(6) As at January 29, 1972. 

Number of Shares Per Cent 
Beneficially Owned (6) of Class 

388,785 (7) 38.88% 

(7) 1'Iote (2) to "Item 11, Principal Security Holders an.d Security Hol
dings of Management" is incorporated by reference herein. In addi
tion, said 388,785 shares does not include: the interest of Mr. 
Gottesman, as a general partner of First Manhattan Co., in 
80,822-1/3 shares owned of record and beneficially by said Company 
(see Note (3) to "!tern 11. Principal Security Holders and Security 
Holdings of Management."); 1,500 shares of 19,177-2/3 shares owned 
of record only by First Manhattan Co., which 1,500 shares are held 
in trust for the benefit of members of Mr. GottE:isman 's immediate 
family, and in which trust Mr. Gottesman disclaims beneficial 
ownership (see Note (4) to "Item 11. Principal Security Holders 
and Security Holdings of Management. 11

) and 1,5~~2 of 19,177-2/3 
shares owned of record only by First Manhattan Co., which 1,522 
shares are owned beneficial~y by a member of Mr. Gottesman's 
immediate family and i.n which Mr. Gottesman disclaims benef ical 
ownership (see Note (41) to "Item 11. Principa.l Security Holders and 
Security Holdings of Management."); the interest of Mr. Charles T. 
Munger, as a general partner of Wheeler, Munger & Co., in 100,000 
shares owned of record and beneficially by s-laid Company. (see 
Note (5) to "Item 11. Principal Security Holders and Security Hol
dings of Management."); and 577 shares owned beneficially by a m~m
Qer of Mr. Heid.er' s inunediate family, individually, and 370 shares 
owned by such member of Mr. Heider's immediate fai;nily as custo.dian 
for other members of .Mr. Heider's iromediat'.e family· and in all of 
which Shares Mr. Heider disclaims benefical ownership. 

Item 12. Directors of Registrant 

Mr. Warren E.. Buffett is Chairman c1f the Board of Directors 

of the Company, and has held said office since the Company's organiza

tion in 1966. Since January 1, 1970, Mr. ai..iffett's principal occupa

tion has consisted of making personal investments; during the four years 

prior thereto, his prin.cipa1· occupation wa.s that of general partner of 

Buffett Partnership, Ltd. Mr. Buffett is and since April 26, 1970, has 

been Chairman of the Board of Directors of Associated Retail Stores, 

Inc. (formerly Associated Cotton Shops, Inc.), a wholly-owned subsidiary 

ot= the Company which retails popular p:t;.iced women's and children's 

apP,arel. (See "Assoc~ated Retail Store1.:i, Inc.'·' under "Item 1 Business.") 

He is and has been Chairman of the Bo.:frd of Directors, President and 

Treasurer of Reinsurance Corp. of Neb'raska, a wholly-owned subsidiary 
I 

of the. Company that is eng~ged in th,!e b~siness of accepting portions ''1 'C 
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of reinsurance contracts (see 0 Reinsurance Corp. of N~braska 0 , undex· 

"Item 1. Busi11ess 11
), since its organization in 1970. Mr. Buffett is 

and since 1970, has been Chairman of the Board of Directors of Berk

shire Hathaway Inc., a corporation engaged principally, and through 

its subsidiaries, in the business of textile manufacturing, fire and 

casualty insurance and banking. Mr. Buffett is also the Chairman of 

the Board of Directors of Cornhusker Casualty Company and National 

Fire and Marine Insurance Company. 

Mr. David s. Gottesman, a Director an.d Vice-President of the 

Company, is and during the past five years has been a general partner 

of First Manhattan Co., a broker-dealer firm and a member of the New 

York Stock Exchange. 

Mr. Charles T. Munger, a Director and Vice-President of the 

Company, is and has been a general partner of Wheeler, Munger & co~, 

a broker-dealer firm and a member of the Pacific Coast Stock Exchange. 

Mr. Charles F. Heider, a Director of the Company, is presently 

President of Chiles, Heider & Co., a broker-dealer firm and a mf~mber 

of the New York Stoc~ Exchange. From 1966 to 1970, Mr. Heider was 

Executive Vice-President of First Mid America, Inc., a broker-dealer 

firm and a member of the New York Stock Exchange. 

Mr~ Robert M· Goldman, a Director and President of the Company, 

is and has been a partner of the Maryland law firm of Frank, Bernstein, 

Conaway & Goldman since July 1, 1966, on which date the Maryl.and law 

firm of Ny~urg, Goldman and Walter, of which Mr. Goldman had been a 

partner for more than fifteen years, merged into t~he firm of: which he 

is presently a partner. 

Directors of th~ Company are elected annually on the first 

Tuesday in February. 

Item 13. Remuneration ~f Directors and Officer~ 

Name of Indiviqual 
and Number of Persons In 

Group __ 

Larry c. Cummings 

All Sev~n (7) d~f~6~rs and 
Directors; as a;tGroup 

Capapities in Which 
Remuneration Was 

Received _ __ ... 
Treasurer o-f Company 

16 -

!fl>t.:'1!t'.f"1•~ f lft't'.;-1'~·-- ···f'tf'"'tl' •~;1.,f 

~: • ' ""'""-''"---·'*""I''"""""' 

Aggregate 
Direct 

Remuneration (1) 

$500.00 

$500.00 
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Does not include legal fees of $8 ,450 .oo wlHch the Company paid 
during its fiSCStl year ended as at January,

1

/ 29 r 1972 I to the laW 
firm in· which Messrs. Goldm~n and Blumenth'.al are partners, for 
services rendered to the Coinpany. 

14. 012tions Granted to 
" /j Securities Mana9:ement to Pur,chase , 
, . 
' ' 

. None. ,! ' 

15. ' Interest of Management and Others 'in Certain Transactions 

During the Company's last fiscal year, Associated made pur

chases of securities traded on the America~ Stock Exchange at a pur

chase price aggregating approximately $70 ~·;925 .93 (including commissions). 

Said purchases were made through First Ma\1hattan Co. , of which Mr. 

David s. Gottesman is a general partner,. acting as broker for Associ

ated. Commissions charged by First Manp.attan Co., in ccmnection with 

said purchases, were at not more than t.he prevailing American Stock 

Exchange rates and totaled approximate:iy $791.25. 

ourj,ng the Company's last f;~scal year, Reinsurance accepted 

rei~nsurance contracts from Natio'naJ; r,:ndefuni};y, of which Mr. Warren 

J-J. Buff•ett is Chairma.n of the Board bf Directors, representing prem-., 

iums written in the approximate amo§nt of $·1,433,000. National 

!ndemnity is paid ceding commissioP!s aqual to approximately one-half 

of the standard commissions. (See' "Item l. Busin~ss.") Corn.missions 

paid by Reinsurance to National 1r;idemnity ,,aggregated apP,;roximately 

$7,727.40 during calendar 1971 (~he records of both companies being 

on the calendar year accrual baf:i·i.s) • 

Pursuant to the requi#ements of Section 13 or lS(d) of the 

Securities Exchange Act 01~ 1934/, the registrant has duly caused this 
I: 

report to be signed on i t~I be~'.!~l.~ by the undersigned, thereunto duly 

authorized. 

Dated,: 

,, 
'/ ;1 

DIVERSIFIED RETAILING C9MPANY, INC. 

By~(/M. 
Robert M. Go 
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ANNUAL REPORT ON FORM lO~K 

I'rEM lO(a) 

FINANCIAL STATEMENTS AND SCHEDULES 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

January 29, 1972 and January 30, 1971 
I 'I 

The following financ.1.al statements and schedule.a of the registr.ant and 
its subsidiary for the fiscal year1:1 1972 and 1971 are submitted herewith: 

Consolidated: 
Consolidated Balance Sheet 
Statement of Consolidated Earnings 
Statement of Consolidated Earnings Retained in the BusinGss 
Statement of Consolidated Changes in FinanciaL Position 
Notes to Consolidated Financial Statements 

Parent Company only: 
Balance Sheet 
Statement of Earnings 
Statement of Earnings Retained in the Business 
Statement of Changes in Financial Position 
Noll:es to Financial Statements 

Schedule I ... Short-Term Commercial Paper, Marketable Securities 
and Other Security n1\1cstments 

Schedule III .. Investments in Securities of Affiliates 
Schedule V ... Property, Plant and Equipment: 
Schedule VI ... Reserves for Depreciation and Amortization of 

Property, Plant and Equipment: 
Schedule XVI ... Supplementary Profit and Loss Information 

All .other schedules (Nos, II, IV, VII, VIII, IX, X, XI, XII, XIII, XIV, 
XV anc.1 XVII) for which provision is made in the applicable regulation of the 
Securities and Exchange Commission are not required under the related instructions 
or ere inapplicable, and therefore have been omitted, With respect to Schet\ule 
XIII, the information applicable to t:he consolidated subsid1.aries has been omitted 
as they are wh()lly-owned and the answers to Columns G and H would be "nonia0 • 

The following £1.nancial statements and schedules of the unconsolidated 
insurance subsidiary for the year 1971 are submitted herewith: 

Balance Sheet 
Statement of. Operu tions 
Sta temcmt of Cl1pital Stoett and Surplus 
Statement of Changes in F~.nanc:f.al Position 
Notes to Financial Statements 
Schedule I • Bonds 
Schedule II .. Stocks .. Other Than Stocks of Affilif.ltes 
Schedule V .. Sunnnary of Investments in Securities - Other Than 

Securities of Affiliates 
Schedule VII .. Premiums, toesea and Undorwriting Expenses 

. A'll other schedules (Nos. III, IV, VI, IX, X, XI) for which provision is 
made in the applicable regulation of .. the Secu:r:lties and Exchange, Comm~.ss:f.0\1 are not 
r~quirod und~'J:' the related instructions or are ~napplicable, and therefore have 'been 
·omitted. The information re~uired in Schedule, VIII is included in the notes co the 
financial statements of the insurance subsidiary, 

,.l 
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Board of D:J.rectors 

ERNST & EF~NST 
01-lE: NORTH CH/\111.l:S 

BAI.Tl MORE:, MAFIYl.ANO 
a1ao1 

Diversified Retailing Company, Inc. 
Baltimore, Maryland 

We have examined the balance sheets of Diversified Retailing Company, 
Inc. and of D:lversified Retailing Company, Inc. anc\ subsid'lat•y as of January 30, 
1971 and January 29, 1972, and the related statements of earnings, earnings 
retained in the business and changes in financial position fol:' 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 teats of the accounting records and such other 
auditing procedures as we considered necessary i.n the circumstances. We did not 
examine the financial statements of the consolidated subsidiary, Associated 
Retail Stores, Inc. (Associated), representing approximately 953 and 93% of the 
consolidated assets and 16% and 13% of the consolidated liabilities as of 
January 30, 1971 and January 29, 1972, respeetively, and 91% and 84% of the 
earnings before extraordinary item for the respective fiscal years then ended. 
These statements were examined by other independent accountants whose reports 
thereon have been furnished to us. 

Associated and its unconsolidated subsidiary have a material 
investment (totaling $10,009,626 including the acquisition of March ll~, 1972) 
in an affiliate, Blue Chip Stamps, es discussed in Note C to the financial 
statements. We have reviewed the audited financial statements issued by this 
affiliate. for the year ended Mnrch 4, 1972 and noted the pending legal 
proceeding11 (as discussed in the footnotes to such financial statamcmts) 
resulting in a qualified opinion on the financial statements of the nftiliate 
fo~ the fiscal years ended February 27, 1971 and March 4, 1972 by its 
independent accountants. 

In our opinion, based upon our exflmination and the aforementioned 
reports of other independent accountants and subject to tho of.feet:, if any, 
upon the investment in affiliate resulting from the ultimate outcome of the 
legal proceedings referred to in the preceding paragraph,.the accompanying 
financial statements enumerated above of Diversified Retailing Company, Inc. 
and of Diversified Retailing Company, Inc. and subsidiary present tnirly the 
finat1cial poaition of Divers'ified Retailing Company, Inc. and the consolidated 
financial position of Diversified Retailing Company, Inc. and subsidiary at 
Jan~ary 30, 1971 and January 29, 1972, and the respective results of their 
operations and changes in financial position for the two years then ended, in 
conformity with generally accepted accounting principles applied on a consistent 
basis, .. except for the change during the current year in accounting by tho 
unconaolidatad subsidiary for its invesbnents in securities as described in 
Note A to the financial statements, which change wus approved by the independant 
accountants for the unconsolidated subsidiary. Further, it is our opinion that 
Schedulea I, III (subject to the effect of the aforementioned legal proceedings), 
V, VI and XVI, in qpmpliance with the applicable accounting regulations of the 
Securities and Exchange Commission, present fairly the information required to be 
stated therein. 

Baltimore, Maryland 
April 17, 1972 
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ERNST & ERNST 
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To the Board of Directors 
Associated Retail Stores, Inc.: 

We have examined the consolidated balance sheet of ASSOCIA~~D 
RETAIL STORES, INO. and Consolidated Subsidiaries (the Company) as at 
January ~9, 1972 and the related consolidated statements of operations 
and retained earnings and changes in financial position for the fiscal 
year (fifty~two weeks) then ended. Our examination was made in accord
ance with generally accepted auditing standards, and accordingly ~n
cluded such tests of the accounting records and such other auditing 
procedures aa we considered necessary in the circumstances. We did not 
examine the financial statements of Reinsurance Corp. of' Nebraska (RON), 
an unconsolidated subsidiary (Note B); such statements were examined by 
other certified public accountants whose report thereon ha.a b(:)en fur
nished to us and our opinion expressed herein, insofar as it relates 
to the investment in and equity in earnings of RCN is based solely upon 
the report of such other accountants. The investment in RON aggregated 
27.9% of consolidated assets a.t January 29, 1972. 

Aa d(escribed in Note C, the Company and RCN have invested a.n 
aggregate of $l0,009,626 in Blue Chip s·tamps after ~iving effect to a 
March 1972 transaction; this a.mount represents 47.6% of consolidated 
stockholder's equity at January 29, 1972· We did not examine the con
solidated financial statements of Blue Chip Stamps aa at March 4, 1972 
and for the fiscal year then ended; such statements were examined by 
other accountants whose report thereon ha.a been furnished to us. Such 
report is subject to the effect, if any, of certain legal proceedings 
as to whi.ch counsel ia not able to predict the ultimate outcome (Note O). 
Our opinion expressed herein, insofar as it relates to the investments 
in Blue Chip Stamps included in "Other security investments" and "In
vestment in Reinsurance Corp. of Nebraska" is based solely upon the 
report of such other accountants. 

In our opinion, based upon our exa.minat~.on and upon the 
aforementioned reports o~ the other accountants for RON and Blue Chip 
Stamps, subject to the effect, if any, of the legal proceedings re
ferred to ~n the preceding paragraph on the valuation or the ·nvest
ments :tn Blue Chip Stamps by the Oompe.ny and RCN;,1 the a.torement.:Loned 
corisol1dated financial statements, wllich do not appear separately i11 
the Form 10-K of Di versified Retailing Company, Itic., present fairly 
the oo,'lsolidated financial poai t:l.on of' Assoc.ie.ted Retail Stores,, Inc, 
and Consolida.ted Subsicliaries at Je.nue,ry 29, 1972 and the consolidated 
opei"ating results and changes in financial position for the fisoe.3. 
year then ended, in conformity with generally accepted accounting 
principles applied on e. be.sis consistent with that of the preceding 
year, except for the change in accounting by RCN for ita investments 
in marketable securities as described in Note B, which change was 
approved by the accountants for RON. 

I 

I 



We have also exruained ·the related Schedules I,, IV and 
XVII, v,, VI and XVI of Associated Retail Stores,, Inc. and Consoli
dated Subsidiaries,, which do not appear separately in the Form 10-K. 
In our opinion,, Schedule:l I,, V, VI and XVI present j~airly the infor ... 
mation required to be set forth therein. Schedules IV and XVII, 
subject to the effect,, if any,, of. the legal proceed~.ngs referred to 
above,, also presen·t fairly the information required to be set forth 
therein. 

CERTIFIED PUBLIC ACCOUNTANTS 

March 17,, 1972 
New York,, New York 



To the Board of Directors 
Associated Retail Stores, Inc.: 

We have examined the consolidated balance 1 sheet of 
ASSOCIATED RETAIL STORES, INC. and Consolidated Subsidj~aries as at 
January 30, 1971 and the related consolidated statements of opera·
tions and retained earnings and changes in financial position for 
the fiscal year (fifty-two weeks) then ended. Our examination was 
made in accordance with generally accepted auditing stanQards, and 
accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circum
stances. We did not examine the financial statements of Reinsurance 
Corp. of Neb.raska (RCN), an unconsolidated subsidiary (Note B); such 
statements were examined by other certified public, accountants whose 
report thereon has been furnished to us and our opinion expressed 
herein, insofar as it relates to the investment in and equity in 
earnings of RCN is based solely upon the report of such other account
ants. The investment in RCN aggregated 17-5% of consolidated assets 
at January 30, 1971. 

In our opinion, based upon our examin~tion and upon the 
aforementioned report of the other accountants, the aforementioned 
consolidated financial statements, which dQ net, 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 Jar:iuary 30, 1971 a.nd the consolidate(i 
opera.ting results and ·::~mnges ~-n financial pos,i tion for the fiscal 
year then ~nded, in conformity with generally accepted accounting 
principles applied on a basis c~onsistent with that of the preceding 
year. 

We have also examined the related Schedules IV and XVII, 
V, VI and XVI of Associated Re·l:.ail Stores, Inc. and Consolidated 
Subsidiaries for the year ended January 30, J.971. In our, opinion, 
such schedules,. which do not a)?Pe~r separateay in .the Form 10-K, 
present fairiy the information.: required to be set forth therein. 

CERTIFIED PUBLIC AC-COUNTANTS 
. ' ,, t.) " , ., 

March 24, 1971 
New York, New Yor.k 
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PEAT. MARWICK. MITCHELL & Go. 

The Board of Directors 
Reinsurance Corp. of Nebraska: 

CERTIFIED PUBLIC ACCOUNT.ANTS 

ACCOUNTANTS' REPORT 

We have examined the balance sheets of Reinsurance Corp. of Nebraska 
as of December 31, 1971 and 1970 and the related statements of operations, 
capital stock and surplus and changes in financial position for the year 
ended December 31, 1971 and for the period from inception of operations 
(March 3, 1970) to December 31, 1970. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the 
financial position of Reinsurance Corp. of Nebraska at December 31, 1971 and 
1970 and the results of operations, changes .in capital stock and surplus 
and changes in financial position for the year ended December 31, 1971 and 
for the period from inception of operations (March 3, 1970) to December 31, 
1970, in conformity with generally accepted accounting principles applied 
on a consistent basis except for the change, which we approve, in recording 
of investments in stock as explained in note 2 to the financial statements. 

Omaha, Nebraska 
March 10, 1972 

PEAT, MARWICK, MITCHELL & CO. 

L. 

1•· 

'I. 

() 



f. 
i. 
i 

' ' 
~ ~ (,-;. 

,: ' 

, .. 

,. 

() 

0 

·-·~ 

PRICE WATERHOUSE & Go. 

To the Board of Directors and 
Stockholders of Blue Chip Stamps 

606 SOUTH OLIVE STREET 

Los ANGELES 90014 

Apri 1 7, 1972 

We have examined the consolidated balance sheet of Blue 
Chip Stamps and its majority-owned subsidiary at March 4, 1972 
and the related consolidated statements of income, stockholders' 
equity and changes in financial posit ion for the fiscal year then 

ended (not presented separately herein). Our examination of these 
statements was made in accordance with generally accepted auditing 
standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered neces
sary in the circumstances • 

As explained in Note 11 to the above mentioned consoli ... 
dated financial statements, the Company is subject to certain legal 
proceedings as to which counsel is not able to predict the ultimat~ 
outcome. 

In our opinion, subject to the effect, if any, of the 
legal proceedings referred to tn the preceding paragraph, the 
above mentioned consolidated financial statements examined by us 
present fairly the financial position of Blue Chip Stamps and its 
majority-owned subsid:tary at March 4, 1972 and the results. of its 
operations and changes in financial posit ion for the fiscal year 
then ended, in confonnity with generally accepted accounting 
principles consist'ently applied. 
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CONSOLIDATED BALANCE SHEET 

DIVERSIFIED RETAH,ING COMPANY, INC. 

AND SUBSIDIARY 

CURRENT ASSETS 
Cash 

ASSETS 

Short-tenn connnercial paper and other marketable 
securities - at cost, which approximates market 

Accounts receivable 
Merchandise inventories - Note B 
Prepaid expenses 

INVESTMENTS AND OTHER ASSETS 

TOTAL CURRENT ASSETS 

Investment in unconsolidated subsidiary -
Notes A and C 

Investment in affiliated companies - 'Notes C, 
E and K 

Other security investments - Notes C and K 
Other assets 

PROPERTY, PLANT AND EQUIPMENT - at cost, less 
allowance for depreciation and amortization of 
$1,331, 812 .and $1, 185, 656 - Notes D and L 

LIABILITIES 
CURRENT LIABILITIES 

Trade and sundry accounts payable 
Salaries, wages and bonuses 
Taxes on income - Note I 
Current portiDn of long-term debt 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT - less current matur:i:f>ies - Note E 

DEFERRED CREDIT - unamortized excess .of carrying 
amount of net assets of subsidiary over 
acquisition cost - Note A 

STOCKHOJ. .. DERS' EQUITY - Note J 
Common Stock - voting, par value: $.0003 

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

Additional paid-in capital , 
Earnings retained in the business - Note E 

COMMI'.L11ENTS AND CONTINGENT LIABILITIES 7' Notes ]j', 
G and H 

See note~ to consolidated finartci,al statements. 

January 29, 
1972 

$ 874,205 

999,278 
218,624 

4,484,384 
. 181,279 

6,757,770 

1,885,693 

$23,951,092 

$ 1,051,584 
1.60,001 
256,052 

-o.,. 
1,467,637 

7,791,544 

688,445 

300 
·s, 9Q9, 100 

_lh.OO'.J,466 
14,003,466 

$23,~51,092 

'" ~II\; l• ,::::::_~ 
() '.!« 0 

January 30, 
1971 

$ 2,934,492 

141, 000 
237,790 

3,817,530 
135,328 

7,266,140 

1,909,246 

$23,430,427 

$ 956,574 
159,683 
410, 947 

-- 169,987 
1,697,191 

7 ,437' 306 

819,575 

300 
5,999,700 
7,476,35] 

1..a;li'.16' 3'55 

-l'i'----
$:f3, 430, 42 7 
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STATEMENT OF CONSOLIDATED EARNINGS 

DIVERSJ.f:I~D RETAILING COMPANY, INC. 

AND SUBSIDIARY 

Net sales (includ:Lng leased department sales) 
Cost of goods sold 

Selling, general and administrative expenses 

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

subsidiaries over acquisition cost 
Dividends 
Interest and financing cost 
Interest income 
Miscellaneous 

EARNINGS BEFORE TAXES ON INCOME, EXTRAORDINARY 
ITEM AND EQUITY IN EARNINGS OF UNCONSOLIDATED 
SUBSIDIARY 

Taxes on income: 
Federal 
State and local 

EARNINGS BEFORE EXTRAORDINARY ITEM AND EQUITY 
IN EARN!NGS OF UNCONSOLIDATED SUBSIDIARY 

Extraordinary item - additional income taxes 
related to sale of su~sidiary - Note I 

EARNl~GS BEFORE EQUITY IN EARNINGS 
OF uN~ONSOLIDATED SUBSIDIARY 

Equity in earnings of unconsolidated subsidiary -
Note A 

NET EARNINGS 

Earnings per share: 
Earnings before extraordinary item and equity 
' in earnings of unconsolidated subsicliary 
Extraordinary item 
Equity .in earnings of unconsolidated subsidiary 
~~t earnings 

See notes to "consolidated financial statements. 
(' 

._, 

i1 

{) 

('' 
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Fiscal iear ended 
January 29, 

1972 
(52' weeks) 

$38, 597' 747 

$ 

25 2 687 2 843 
12,909,904 
11 2 4382 302 
1,471, 602 

131,130 
135,463 
673,049) 
28, 869 

188,626 

11 282 2 641 

378,000 
245~000 
623,000 

659,641 

111, 000 

548,641 

362 z 606 

911,247 

$ .66 
( .11) 

.36 

.91 

'If 

( 

January 30, 
1971 

(52 weeks) 

$39,832,326 

$ 

26 2443 z 983 
13,388,343 
101 825 1 060 
2, 563, 283 

131,130 
153,041 
646;908) 
229,979 
114, 022 

22 544,547 

911, 309 
320 2 000 

1 1 231,309 

1,313,238 

-0-

1,313,238 

24,204 

1,337,442 

$ 1.31 
.bo 
• 03 

1.34 
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i STATEMENT OF CONSOLIDATED EARNINGS RETAINED IN THE BUSINESS 

DIVERSIFIE~' RETAILING COMPANY, INC. 

t' 
:AND SUBSIDIARY 

Balance at beginning of year 
Net earnings for the year 
Equity in unrealized apprec'iation of marketable 

securities of unconsolida''ted insurance 
subsidiary, less provisii>n fO'r income taxes -
Note A ' · '\ 

B1~ANCE AT END OF YEAR - Note E 

( ) indicate red figure. 

See notes to consc>lidated financial statements. 

,, 

c 

C.:' 
0 

0 

Q 

0 

Fisc~l year ended 
January 29, January 30, 

1972 1971 

$7 ,476:,355 
91.1,247 

( 384,136) 

$8,003,466 

$5,754,777 
1,337,442 

384,136 

$7,476,355 

., 

J, 
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

APPLICATION OF FUNDS 
Investment in affiliated companies 
Investment in unco11solidated subsidiary 
Additions to property, plant and equipment 
Increa.se in other security investments 
Increase in other assets 
Reduction of long-term d1:ibt 

SOURCE OF FUNDS 
From operations: 

Net earnings for the year, excluding 
extraordinary item· 

Charges· (c'redits) t:.o income not requiring 
outlay of working capital: 

'Proviflion for depreciation 
Amortization of excess of carrying amount 

of net assets ot' subsidi.ary over 
acquisition costs 

Amortiza.tion of finance costs 
TOTAL FROM OP~RATIONS, EXCLUDING 

EX'l1RAORDINARY ITEM 
Ext~aordinary item - additional income taxes 

r~lated to sale o.f subsidiary 

.Investment in a ff ilia.ted companies 
Proceeds from long-t:erm borrowing 
Dec~ease in other assets , 
Deductions in property~ plant and equipment 
Decrease in long•term note receivable 

DECREASE IN WORKING CAPITAL 

INCREASE (DECREASE) IN COMPONENTS 
OF WORKING CAPITAL 

Current assets: 
Cash 
Sho1~t-term commercial paper 

and other marketable · 
securit:l.es 

Notes receiv.::tble, 
Accounts receivable 
Merchandise inventories 
Prep1'lid expenses 

Current liabilities: 
Trade and s~ndry accounts 
'p,ayabla 

Salaries, wages and bonui;tes 
Taxes on income 
Cur.re·nt portion of long .. 
cterrn. debt' 

NET PRANGE 
( ) ipd ica te red. figure. . .. 

Ii 
'ii 

1972 1971 

I 
(~2,060~287) $ 250,886 

( 

( 

( 

858,278 (,3,201,263) 
-o.~ ( 2' 000,,000) 

19.;~66) 13;217 
660' 854 ~· 3:40, 334 )' 
l•S,9~1. 60,87!> . 
508;370)~ 5,016,619) 

95,010 
318 (' 

154, 895)( 

149;613 •' 
6·,381) 

356, 618), 

( 169, 987.) ' 108, 86'5 
<\~ 229.554)< ,_ 104:,521t 

~~ 278,~16 $4,912,0~~ 

I 

" 

# . flee notes to 

): 
11 

consolidated financi~~; statements. 
. () - ·· ·· If · 

<:>' 
·------'--"'' Q . 

·: /111 ,, "''1fi;'""~"''''"''""~-~- .,..,._,.," 
. ~ (i /I /1 l) 

8 l/ '~ d \.' 
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Fiscal year ended 
January 29, January 30, 

( 

1972 1971 

$ 5,964,085 
$2,749,307 3,492,892 

177,766 269,407 
54,036 1,942,188 
12,373 -o

-0- ......,..---"1~6-..3 ....,1 6,_.5-.-9 
21 993,482 11,832,231 

1,022,247 1,337,442 

189,236 169,806 

131, 130)( 131,lSO) 
__J8,280 28, 68'5 

( 

$ 

. !, 

1,108,633 1,404,803 

111 1000)_ -0-
997,633 

1, 350, 712 
;;)54,238 

-0-
12, 083 

.. Q .. 

21 714 1 666 

27 ~, 816 

(I. 

' )' , 

Ii 

,p 

., ' 

$ 

,TJ 

I) 

1,404, 803 
-0-

837,306 
115s698 
22,326 

42 540i000 
61 9201133 

4,912,098 

. ) 
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NOTES T.Q CONSOLIDATED FINANCIAL STATEMENTS 

DIVlmSIFIED RETAILING COMPANY, INC, 

AND SUBSIDIARY 

Janu.ary 29, 1972 and January 30, 1~71 

Note A - Principles of Consolidation 

The consolidHted financial statements include the accounts of the Company's 
wholly-owned subsidinry, Associated Retail Stores, Inc. (Associated). At 
the date of acquisition of Asaociated by.the Company, the carrying amount 
of the net t..ssets ·of said subsidiary was in excess of the investment of 
Diversified in the amount of $1,311,309; this excess is being amortized 
oyer a ten-'.year period and is shown in the balance sheet net of accumulated 
amortization. Intercompany accounts and transactions have been eliminated 
tn consoliO.ation. 

As at March 3, 1970 Associated purchased for $500,000 in cash all of the 
euthorizecl capital stock of a newly-organized company, Reinsurance Corp. of 
Nebraska (R.C.N.), 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 Asso·ciated contri.buted capital to this subsidiary 
consisting of $2,000,000 in cash and marketable securities with a cost 
basis of $968,688. During the year ended January 29, 1972 Associated 
contributed additional cap:J.tal to this subsidiary consisting of marketable 
securities with a cost basis of $2,386,701. 

Reinsurance is included as an unconsolidated insurance subsidiary and 
accounted for on the equity method in the accompanying consolidated 
financial statements; it maintains its records on a calendar-year basis 
in accordance with state insurance regulations. The investment in this 
unconsolidated subsidiary and earnings retained in the business have been 
reduced by $384,136 at December 31, 1971 which represents a reversal of 
unrealized appreciation of marketable securities, net of applicable income 
ta~es, which was recognized at December 31, 1970 in accordance with 
general practice in the insurance industry. This reversal was made to 
conform the ac,counting practices of Reinsurance,. as they relate to the 
basis for carrying security investn\ents, to the cost basis tised in the 
consolidated financial statements. 

Note B - Merchandise Inventories 

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

Invenf:or.ies used in the computation of cost of goods sold were as follows: 

January 31~ 1970 
January 30, 1971 
January 29, 1972 

$3,957,864 
3,817,530 
4,484,384 

Note C - Investment in Affiliated Companies and Other Security Investments 

,, 

The Company, Asaociated and R.C.N, own in the aggregate 11% and 7% of the 
outstanding common stock of Blue Chip Stamps and Berkshire Hathaway Inc., 
respectively, as of January 29, 1972. In addition certain related persons 
own 26% and 36%, respectively, of the outstanding common stock of these 
companies. Said common stocks of the two affiliated companies on the 
books of the Company and Associated are carried at a total cost basis of 
$4,613,373 and $5,964,085 as of January 29, 1972 and January 30, 1971, 
respecti~ely1 On March 14, 1972 Associated acquired 300,000 additional 
shares of Blue Chip Stamps in exchange for its holdings in Thriftimart, 
Inc. which are included in other secu'rity investments, with a eost basis 
of $,~,562,462, as of JatlUary 29, 1972. In February: and March 1972 the 
Company and.Associated purchased an additional 11,038 shares of Berkshire 

"Hathaway Inc. ~t a cost of ~tho, 714. R..C.N. owns commo11, stock in 
said two affiliated coinpan:Les with~ ~otal cost basis.of $4,858,861 ~nd 
$2,046 1 730 as of Det:eml>er 31, 1971 and December 31, 1970, respectively. 

'1 t~';;t,·ll::~~~~';~~~;:;:;,.."YC.;;~~;,:_~ ~" 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

January 29, 1972 and January 30, 1971 

Note C - Although disposition of all or any lesser amount of said common stock in 
(Cont'd) affiliated companies is subject to certain restrictions, the aggregnte 

quoted market value of an equivalent number of unrestricted shares at 
January 29, 1972 exceeds cost. 

0 

(\ 

The financial statements of Blue Chip Stamps as at March 4, 1972 and 
Februar~ 27, 1971 and for the two fiscal years then ended reflect the 
following: 

ASSETS 

Cash 
Marketable securities - at cost (market 

value· $131,739,000 in 1972 and 
$108,065,000 in 1971) 

Inve.ntories 
Other current assets 
Property, fixtures and equipment, etc. 
Excess of cost over equity in subsidiary 

LIABILITIES 

Liability for unredeemed trading stamps 
Current portion of long-term debt 
Other curreqt liabilities 
N".;ite payable - bank (less current 

1-'.ortion above) 
Sub9rdinated debentures due 1978 
Minority interest in subsidiary 
Stockholders' equity 

S tlrn\p service revenue 
Interest and dividends 

OPERATIONS 

Sales by subsidiary a.nd other. revenues 

TOTAL 

TOTAL 

·TOTAL 

Earrlings before securitie~ losses 

Net earnirt8!3 

Earnings per share· before securities losses 

Net earn:l.rigs 
I/ 

per sh~re 

q ~ 

--'-'---'---'· ··"-(-' -· 

,. 

March 4, February 27, 
1972; 1971 -

$ 3,988,000 $ 531,000 

134,731,000 113,163,000 
14, 187, 000 17' 197, 000 

9,004,000 11,242,000 
12,639,000 6,284,000 
16 2191 2 000 

$190,740,000 $148,422,000 

$ 8• 1.1, 000 $ 87,429,000 
,,, , tr5' . 000 

l0,.'.318, 000 6,857,000 

27,259,000 
10,840,000 
1,185,000 

10,840,000 

462381,000 43. 296. 000' 

$190,740,000 $148,422,000 

Fiscal Year Ended 
March 4, February 27, 

1972' 1971 

$102,540,000 $120,015,000 
6,359,000 6,2Q3,000 
5,203,000 1,566,000 

$114, 102,,0QO $127, 784, 000 

=== ti 

~ 5, 907 a OtlQ §.. 81739,000 

$ 4,214,000 $ · a,sa4.·ooo 

.~ .l.15 ~ ·i 1. 7.2, 
!~ 

$ • (32 $ ' 1~69 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ... CONTINUED 

DIVERSIFIED. RETAIL~NG COMPANY, INC. 

AND SUBSIDUJ~Y 

January 29, 1972 and January 30, 1971 

Note C - In addition such financial statements include the f.ollowing note (the 
(Cont'd) "Company" refers to Blue Chip Stamps): 

"Legal proceedir~: Pursuant to a consent final judgment 
entered in 1967 by the United States District Court, the 
Co1mpany within thirty months after April 6, 1970 is required 
to submit to the court a plan to offer for salt:! one-thir.d of 
its California trad'ing stamp businesf! located within a 
contiguous geographical area in Southern California. The 
Company believes that such a sale, i.f consummal:ed, would have 
a mate'tiall.y adverse e'ffect on revenuas and ea1:nings, and 
under existing mark.et conditions might have a n1aterially 
adverse effect on its ability to continue its trading stamp 
business. 

"The Company is a defendant in eleven private anti-trust 
act:!.ons seeking treble damages, together with a tt:orneys 1 fees 
and c"sts. Damages aggregat:i.ng to $6,050,000 have been 
claimed in two of these actions; plaintiffs in the other 
actions assert injuries in amounts not yet ascertained. 
Based on information curl,"ently available to them, in the 
opinion of counsel for the Compal1y substantial defenses are 
available in all of these actions but no prediction can be 
made as to their ultimate ~utcome. 

"The Company is " def.andant in a purported class act.ion to 
recover for stamp savers monies collected aa reimbursement 
for California sales taxes on redemption of stamps. 
Plaintiffs claim that the redemption transaction is not 
taxable and all st~ch collections should be returned, or 
alternatively tha',c such collections exceeded the tax payable 
and such e~cess sho1.:ld be returned. The Company has paid 
sales taxes to the State equal to its reimbursement 
collections, which in recent years have averaged nbout 
$7,000,000 annually, In the opinion of counsel for the 
Company, substantial defenses are available and claims 
have been asserted against the St:ate for reimbursement for 
all or part of any recovery by plaintiffs, but counsel cannot 
predict the ultim~te outcome of the action, 

11.Tudgment was recently entered in favor of the Stat:e in. a 
purported taxpayers' suit to compel the State to collect 
sales taxes from r.he Company in respect of its stamp 
oervice revenues. The State has consistently taken the 
position that the furnishing of a t2•ading atamp service to 
merchants does not constitute the sale of t~ngible personal 
property so that the sales tax does not apply. Time for 

, appeal has not yet expired. 

"A purported 'class action was filed on November 10, 1970 
against the Company and cert:ain of its present and former 
stockholders and directors. The complaint was filed or. 
behalf of reta:Uer users of Blue Chip Stamps who failed to 
purchase stock of Blue Chip Stamps in a .1968 offering to 
retailer user~. The cnmp1a!nt alleges damages to pbintiffs 
Qf $21,400;000, together with exemplary damages of . 
$25, 000; 000, irtteres t,, attorneys 1 fees and cos ts•· and prays 
that plaintiffs have the right to purchase stock, or. units 
of stock and debentures, of Blue Chip S~amps ou. the terms of 

0 

0 ' 

. "' 
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Note C -
(Cont'd) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

January 29, 1972 and January 30, 1971 

the 1968 offering. The action was dismissed with prejudice 
by the United States District Court and an appeal by the 
plaintiff is pending, On June 21, 1971 plaintiffs filed a 
substantially identical action against the same defendants 
in the Los Angeles County Superior Court, The Company has 
not yet been served with process in the more recent action. 
In the opinion of counsel for the Company, upon the facts 
known, the complaints are without merit and all defendants 
should prevail. 

"The Company, together with a number of oil companies and 
supermarket chains, was named as a defendant in an anti
trust action filed on July )2, 1971 by a California 
corporation engaged in the trading stamp business. The 
complaint asserts injuries in excess of $160,000,000 and 
seeks treble damages plus attorneys' fees and coats, Tha 
Company has not been served with process. In the opinion 
of counsel for the Company, upon the facts l(nown, the 
action is without substantial merit, 11 

Afte~ giving effect to the shares of Blue Chip Stamps acquired on March 14, 
1972, Associated and R.C.N. had an approximate 16.73 interest in Blue Chip 
Stamps; the cost of this investment exceeds the underlying equity in net 
assets by appro2:imatol.y $2, 270, 000. 

The financial statements of Berl(shire Hathaway Inc. reflect a stocltholders 1 

equity of $56,170,000 at January l, 1972 and net earnings of $7,685,000 
for the year then ended, After giving effect t~· the purchase of additional 
shares in l,l'ebruary and March 1972, the Company, Associated and R,C.N. had an 
approximate 7. 73 interest in Berltshire Hathaway Inc,; the underlying equity 
in ne't assets exceeds the cost of this investment by approximately 
$480,000. 

Had the Company reported its investment in Blue Chip Stamps and Berkshire 
Hathaway Inc. on the equity method of accounting during the years ended 
January 29, 1972 and January 30, 1971, as will be required by the 
Account1.ng Principles Board Opinion No. 18 for the year ended February 3, 
1973, the Compsny's net earnings for the years ended January 29, 1972 and 
January 30, 1971 would have been increased by approximately $670,000 and 
$3SO, 000, respectively, representing' the aggregate pro ra ta share of net 
earnings £lpplicable to the Company, Associated and R.C.N. lass dividends 
received (not of income taxes thereon) by As socio tod and R. C.N. from 
these corporations of $115,000 and $54,000, respectively. In the opinion 
of the management of Associated, Associated did not hove the ability to 
exercise significant influenca over Thriftimort, Inc., or Tho Now Yorker 
Mllgazine, Inc. (in wh~ch :ltwestments are also hold by Associnted and R,C.N.). 

Note D • Property, Plant and Equipment 

Depreciation is compute~ on the straight-lino method except for buildings 
where tho 150% doclining•balance method is used, Depreciation and 
amortization of proporty, plant and oqu:lpmont chargod to earnings for 
1972 ~nd 1971 was $189,236 and $169,806, respectively. 
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NOTES TO CONSOLIDATED FINANCIAL S'l.'ATEMENTS .. CONTINUED - -
DJ: VERSIFIED RETAILING COMPANY, l.NC'. 

AND SUBSIDIARY 

,January 29, 1972 and January 30, 1971 

Note E .. Long-Term Debt: 

January 29, January 30, 
1972 197!.._ 

8% I>ebent:ures $6,600,000 $6,600,000 
9% notes ,payable l,191,544 841, 042 
4% Mo1:t~age payable .. o .. . 166i251 

7,791,544 7,607,293 
LOSIJ nurrcnt portion .. Q .. 169,987 

$7,791,544 $7,4~7,306 

The 8% Debentllrf.1S issued by the Company pursuant to a Trust Indenture 
dated as of N1:>vember l, 1967 (the "Debentures") are due on November l, 
1985, The asgr1!1gate principal amount of tho Debentures is unlimited. 
The Debentures bein: interest at o fixed annual rate of 8% payable semi .. 
annually until maturity, and bear partic'lpating additional intor1ut 
each year up to 'll maximum of 1% contingent upon the amount of adjusted 
consolidated earnings before income taxes for tho previous fiscal yuar 
of the Company • 

The Debentures are subject to redemption at the option of the Company at 
106% of the priticipal amount of each such Debenture to Octobe't' 31, 1972 
and at reduced \larcentages of tho pr:l.ncipal amount of ooch such Debenture 
thereafter, 'rhe Dobantures ore also subject to redemption at por plus 
accrued fixed and porticipo ting additional interest through opcu.·otion of 
a contingent sinking fund. Sinking fund payments on anniversary dotes 
ore contingent upon tho amount of adjusted consolidated not worth at 
preceding fiocal year end. No payment will bo required at October 28, 
1972. Tho 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, soid 
Warran E. Duffett or an orgon:tzo tion controlled by 'him, shall. conse to 
own in combined hold:Lnss, a larger block of shores with voting rights of 
tho Company than ony othor stockholdar, or combination of utockholdors, 
controlled by a single individual. 

'l'ho Articles of Incorporation of tho Company, ao amended., provide thot 
tho holders of tho Dobonturoo, upon tho happo1'lins of certain ovont:s, 
shall be ont:f.tlod to vote upon certain maf:tars to tha 1mcluo:l.on of all 
hold.ors of tho common stock of tho Company. 

Tho Truat Indonturo covering tha Dabonturee contains corta!n rootrictiono 
appticob1o to the Company rotating to not: worth, redompt:ion of stock and 
payniont of dividends- At January 29, 1972 oornings rotainod in tho 
business ware not subject t:o ouch rostrict1.ono. 

Not:os payable woro isouod in oxchong~ for common stock of an affiliot:od 
company. Those notos become duo at varying dntos from January 4, 1977 
to Jonuory 4, 1988 and boor intorost at a fixed annual rato of 93 
payable oom:l.·onnually. Tho notes ara also duo on tho rospectivo payooo' 
demand on or aftor tho oxpirotion of twolvo months follc>Wing tho dat:o of 
donth ot Worton E. Buffett. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

Note F - Leases 

DIVERSIFIED RETAILING COMPANY, INC. 

AND S:UBSIDIARY 

January 29, 1974 and J~huary 30, 1971 

.11 

Associated has entered inti> leases covering 68 stores and its New York 
offices. The leases expire at various dates through 1986 and, with 
respect to 55 stores and the New York offices, provide for basic annual 
rentals of approximately $1,450,000. Rentals for the remaining 13 
stores are based primarily on a percentag~ of sales. Certain leases 
provide for additional re;nt based on sales volume ~~d for payment of 
real estate taxes and othe:r expenses. 

Note G - Pension Plan 

Associated has a non-·contributory pension plan covering eligible full-time 
employees. The total pens;i.on expense for the years ended January 29, 1972 
and January 30, 1971 was $164,000 and $65,000, respectively, which includes 
amortization of par;t-serv:Uce liability of $168, 000 over a thirty-year 
period. Associated's pol~~y is to fund pension cost accrued. Participants 
do not have a vested interest in the plan. 

Note H - Litigation 

Associated is a defendant in a suit cl~iming 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 no liability for punitive damages. In the opi:nion 
of the counsel for Associated in connection with said litigation, recovery 
by the plaintiff of µunitive damages is remote. 

Associated has been notified that the premises occupied by two of its 
principal stores have been condemned by the municipality in which they 
are located. One of the premiseif is owned by Ass.ociated and is reflected 
in the consolidated balance sheet at a depreciated cost of $885,249. 
Management is co~testing such proceedings. 

(See "Item 5, Pending Lega 1 Proceedings.") 

Note I - Taxes. on Income 

On December 1, 1969 the Company received a non-interest bearing note due 
February 1, 1971 for $4,540,000 in partial payment in connection with its 
sale of the capital stdck o;!: Hochschild, Kohn & Co., Incorporated, one of 
its then two wholly-owned subsidiaries. In December 1970 the note 
receivable of $4,540,000 was pledged as collateral for a note payable to 
a bank in the same amou.nt. The note payable was paid on February 1, 1971 <;t 

from the proceeds of t~e note receivable. The receipt of the proc€leds of 
the note receivable and the payment of the note payable are reflected in 
the accompanying fi.nancial statements as of January 30, 1971. 

Interest income imputed at a rate of 5% has been recognized this year on 
the above note receivable for income tax purposes only; relate'd income 
taxes amounting to $11).,000, which has the effect of increasing the loss 
previously recognized on the sale\of this subsidiary, have been reflected 
as an extraordinary item in tha ac~ompany~ng statement of consolidated 
earnings for the year ,ended January 2·9; 1972. 

The Company and its sHbsidiary (includtrtg\\R.C.N.) file c,on.E1olidated federal 
income tax returns. i3u9,h returns have be~n examined thr.ough February 1, 
1969. .In management',~ opinion, there will .be no material assessmen~s for 
unexamin~d ye~rs. Ju " 
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TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 
(\ 

January 29, 1972 and January 30, 1971 

Note I - ~arnings subject to federal income tax for the fiscal years ended 
(Cont'd) January 29, 1972 and January 30, 1971 were reduced by approximately 

$115,000 and $130,000, respectively, as a result of the dividends 
received deduction. 

Associated has adopted the policy of offsetting investment credits against 
income tax expense in the year utilized. Investment credits for the two 
years ended January 29, 1972 were not material. 

Note J - Capital Changes 

There were no changes in the capital stock and additional paid-in capital 
ace.aunts during the years ended January 29, 1972 and January 30, 1971. 

Note K - Interest of Management and Others in Certain Transactions 

Note L 

As. disclosed in Item 15, I!lterest of Management and Others in Certain 
Transactions, certain stock included in investment in affiliated 
companies and other security investments was purchased either from or 

'through related parties. 

Supplemental Note - Depreciation Policy 

Provisivn for depreciation is made by charges to earnings at rates based 
upon the estimated useful life of each class of property. Improvements 
to leased properties are amortized over the .terms of the leases or the 
estimated useful lives of the assets, whichever is shorter. Generally, 
the estim&ted useful lives range from 20 to 33 years for buildings, 4 to 
14 years for fixtur.~is .!'Jnd equipment and the life of the lease for 
leasehold improvememts. 

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 aU"'.'"r,ances for 
depreciation have been eliminated from the accounts. Gain; or losses on 
disposals have been .c.redited or charged to earnings. 
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BALANCE SHEE'.1; 

DIVERSIFIED RETAILING COMPANY, INC. 

ASSETS 

Cash 
Due from subsidiary 
Investment in affiliated company - Notes B and C 
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 
Unamortized excess of carrying amount of net as.sets 

of subsidiary over acquisition cost - Note A 
Sto.ckholders' equity - Note D: 

Conunon Stock - voting, par value $.0003 
Authorized: 3,333,333-1/3 shares 
Issued and outstanding: 1,000,000 shares 

Additional paid-in capital 
Earnings retained in the business, of which 

$2,470,954 and $1,935,506 represent equity 
in undistributed earnings and unrealized 
appreciation of marketable securities of 
subsidiary - Note B 

See notes to financial statements. 

~i 
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January 29, 
1972 

$ 84,840 
21,000 

1,128,634 
21, 028,344 

387 2476 

$22,650,294 

$ 166,839 
6,600,000 
1,191,544 

688,445 

300 
5,999,700 

820032466 
1420032466 

$22,650,294 

January 30, 
1971 

$ 690 
20,000 

846,596 
20, 603' 896 

416 2487 

$21, 887 '669 
" 

$ " 150,697 
6,600,000 

841,042 

819, 57 5 

300 
5,999,700 

724762355 
"132476-2355 

$2l ~~d87_,,669 
.. 
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STATEMENT OF EARNINGS 

DIVERSIFIED RETAILING COMPANY, INC. 

Income: 
Dividends 
Amortization of excess of net assets 

of subsidiaries over acquisition cost. 

Expe11ses: 
General and administrative expenses 
Interest;. and financing costs 

LOSS BEFORE TAXES ON INCOME 
AND EXTRAORDINARY' ITEM 

Federal income taxes: 
Income-tax credit :.. Note E 
Overprovision of prior years' income taxes 

EARNINGS BEFORE EXTRAORDINARY ITEM 

Extraordinary item - additional income taxes 
related to sale of subsidiary - Note F 

(LOSS) EARNINGS OF THE COMPANY 

, Equity of Company in undistributed net earnings 
of subsidiary (dividends received from the 
subsidiary a,:;::e included above) 

, NET EARNINGS OF THE COMPANY AND SUBSIDIARY 
ON A CONSOLIDATED BASIS 

Earnings per share: 
Earnings before extraordinary item 
Extra'ordinary item 
:; ' Equity of Company in undistributed net earnings 

of ~ubsidiary 
Net earnings of the Company and subsidiary on a 

consolidated basis ,, 

( ) indica.te re'd figure. 

See notes ''to financial state~ent;.s. 
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Fiscal year ended .~ 

Janua:r;y 29, January 30, 
1972 1971 

(52 weeks) (52 weeks) 

$315,000 $ 172, 883 

131 2 130 1312130 
446,130 3042013 

2,0,253 23,297 
6402214 5652914 
6602467 589,~ll 

( 214,337) ( 285,198) 

( 317,000) ( 289,000) 
-0- ( 442691) 

( 317 2 000) ( 3331691) 
102,663 48,493 

111 2 000 -0-

( 8,.337) 48,493 

919, 584 1,288,949 

$911,247 $1,337,442 

·~j 

$., 10 $ • 05 
( .11) • 00 

. 92 1.29 

.91 1. 34, 

. ·~ 

0 
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STATEMENT OF EARNINGS RETAINED IN THE BUSINESS 

OIVERSIFIED RETAILING COMPANY, INC. 

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

on a consolidated 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 

( ) indicate red figure. 

Sse notes t6 financial statements. 

0. Cl •. 

0 

•· 
" 

Fiscal year ended 
January 29, January 30, 

( 

1972 1971 

$7,476,355 

9ll,247 

384.136) 

$8, 003,466 

\ 
\ 
\ 

(Jc 

~ 
0 '" 

$5, 754, 111 

1,337~442 

C· 

384.136 

$7,476,355 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 

DIVERSIFIED RETAILING COMPANY, INC. 

Fiscal year ended 
January 29, , January 30, 

SOURCE OF FUNDS 
From operations: 

Net esrnings for the year 

1972 1971 

$1,022,247 1 $1,337,442 

Amortization of excess of c~:-rrying amount of 
net assets of subsidiary o:v~r acquisition costs 

Amortization of long-term fina'1:icing costs 

( 131,130) ( 131,130) 
28,685 

TOTAL FROM OPERATIONS, EXCLUDING 
EXTRAORDINARY ITEM 

Extraordinary item - additional income taxes 
related to sale of subsi?iary 

Reduction of inve·stment in subsid;Lary resulting 
from extraordinary charge 

Proceeds from long-term borrowing 

APPLICATION OF FUNDS 
Equity in net assets of subsidiary and other assets 
!nvestment.in affiliated .company 

DECR]l:ASE IN WORKING CAPITAL 

1972 1971 

INCREASE (DECREASE) IN COMPONENTS 
OF WORKING CAPITAL 

Current assets: 
Cash $84,150 ($ 3,383) 

Due from subsidiary 11,000 20,000 

Recoverable federal income 
taxe.s -0-:, ( 582157) 

85,150 ( 41,540) 

Current liabilities: 
Accounts payable and accrued 

expenses 16,142 18,697 

NET CHANGE $69,008 $60,237 

-

( ) indicate· red figure. 

---·--
See notes to financial stateme~ts • 
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28, 280 

919,397 1,234,997 

_ 1112000 -0-
l, 030·,397 1,234,997 

( 111, 000) -0-
350 2502 8412042 

1,269,899 2,0762039 

918,.853 1,289,680 
282' 038 846, 596 

_woo,a.g1 22136,276 

$ 69·008 $ 60,237 
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NOTES TO FJNANCIAL STATEMENTS 

DIVERSIFIED RETAILING COMPANY, INC. 

January 29, 1972 and January 30, 1971 

Note A - The investment in the Company's wholly-owned subsidiary, Associated Retail 
Stores, Inc. (Associated.) is being carried on the basis of the equity in 
its net assets. At the da,te of acquisition of said subsidiary, the 
carrying amount of the net assets of the subsidiary was in excess of the 
investment of Diversifif~d 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. 

Note B - The 8% Debentures issue1d by the Company pursuant to a Trust Indenture dated 
as of November 1, 1967 (the "Debentures") are due on November 1, 1985. The 
aggrega t~ principal ar111lunt of the Debentures is unlimited. The Debentures 
bear. interest at a fbted annual rate of 8% payable semi-annually until 
maturity, and bear pa1·ticipating additional interest each year up to a 
maximum of 1% contingent upon the amount of adjusted consolidated earnings 
before income taxes fo:r the previous fiscal year of the Company. 

Note C 

\I 

f , 

The Debentures are subject to redemption at the option of the Company at 
106% of the principal nmount of each such Debenture to October 31, 1972 and 
at reduced percentag1es· of tl)e principal amount of each such Debenture 
thereafter. The Debentures are also subject to redemption at par plus 
accrued fixed and pai·ticipating additional .i.nterest through operation of a 
contingent sinking fund. Sinking fund payments on anniversary dates are 
contit1gent upon the amount of adjusted consolidated net worth at preceding 
fiscal year end. No payment will be required at October 28, 1972. 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 ceastl to own in combined 
holdings, a larger block of shares with voting rights of th~ 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 the Debentul:"eS, upon the happening of certain events, shall be 
ent:ttled to vote upon certain matters· to the exclusion of all holders of 
the common stock of the Company. 

The Trust lndent1.tre covering the Debentures contains certain restrictions 
relating to net Horth, redemption of stock and payment of dividends, At 
January 29, 1972 earnings retained· in the business were not subject to 
such restrictions. 

The notes payable were issued in exchange for comm~n stock of an affiliated 
company. These notes become due l;ll: varying dates from Jani;l:!!;y l+p 1977 to 
January 4, 1988 and bear interest at a fixed annual rate, of 9% payable emni
annually. '.Che· notes are also due Oil the respective payees' demand on or 
after tne expirati.on of twelve months following the date of death of 
Warren E. Buffett. 

The Company, A:ssociated and the lmconsolidated insurance subsidiary of 
Associated (R.C.N.) own in the aggregate 11% and 7v;. of the ou'tstanding 
common stock of Blue Chip Stamps and Berkshire Hathaway Inc;., respectively, 
as of January 29, 1972.. I\"t addition certain related persons own 26% and 
36%, respectively, of the outstanding common stock of these companies. 
On March 14, 1972 Associated acquired 300,000 additional shares of Blue 
chip Sta~ps in exchange for its holdings in Thriftimart, Inc. which are 
included in other security investments, with a cost basis of $3,562,462 
as of January 29,, 1972. In February and March 1972 the Company and 
Associated purcJ1ased • i:i,n additio·na.t ·· 11, 038 ~bares of Berkshire Hathaway 
Inc. at a cost of $810, 774. Although disposition 0£ all or any lesser 
amount 0£ said cotilmon stock in affiliated companies is subject to certain 
restrictions, the aggregate quoted market valu'e of an equivalep.t number 
of unre.stricted shares at January 29, 1972 exceeds cost. 
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NOTES TO FINANCIAL STATEMENTS - CONT1NUED 

DIVERSIFIED RETAILING COMPANY, INC. 

January 29, 1972 and January 30, 1971 

Note C - The financial statements of Blue Chip Stamps as at March 4, 1972 and 
(Cont'd) February 27, 1971 and for the two fiscal years then ended reflect the 

D 

0 ' 

following: 

ASSETS 

Cash 
Marketable securities - at cost (market 

value - $131,739,000 in 1972 and 
$108,065,000 in 1971) 

Inventories 
Other current assets 
Property, fixtures and eq•1ipment, etc. 
Excess of cost over equity in subsidiary 

LIABILITIES 

Liability for unredeemed trading stamps 
Current portion of long•term debt 
Other current liabilities 
Note payable - bank (l~ss current 

portion above) 
Subordinated debentures ,due 1978 
Minority interest in subsidiary 
Stockholders' equity 

Stamp service revenue 
Interest and dividends 

OPERATIONS 

Sales by subsidiary and other revenues 

Earnings before securities losses 

Net earnings 

TOTAL 

TOTAL 

TOTAL 

Earnings per share before securities losses 

Net earnings per share 

b 

March 4, February 2 7 , 
1972 1971 

$ 3,988,000 $ 531,000 

134,731,000 113,168,000 
14,187,000 17,197,000 

9,004,000 11,242,000 
12,639,000 6,284,000 
16,191,000 

$190,740,000 $148,422,000 

$ 89,245,000 $ 87,429,000 
5,452,000 

10,378,000 6,857,000 

27,259,000 
10,840,000 10,840,000 

1,185,000 
46,381,000 43,296,.f>~ 

$190,740,000 $148,422,000 

Fiscal Year Ended 
March 4, February 27, 

1972 1971 

$102,540,000 
6,359,000 

__.2.i203 ,000 

$120,015,000 
6,203,000 
1,566,000 

$114,102,000 $127,784,000 

$ 5,907,000 

$ 4,214,000 
.·n 

$1.15 

$ .82 

$ 

$ 

8,7l.i9,000 

8,584,000 

!LE. 
$1.69 

/, 
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NOTES TO FINANCIAL STATEMENTS· - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

January 29, 1972 and January 30, 1971 

Note C - In addition such ~inancial statements include the following note (the 
(Cont 1d) "Company" refers to Blue Chip Stamps): 

"Legal proceedings: Pursuant to a consent :t;inal judgment 
entered in 1967 by the United States District Court, the 
Company within thirty months after April 6, 1970 is required 
to submit to the court a plan to offer for sale one-third of 
its California trading stamp business located within a 
contiguous geographical area in Southern California. The 
Company believes that such a sale, if consummated, would 
have a materially adverse effect on revenues and earnings, 
and under existing market conditions might have a materially 
adverse effect on its ability to continue its trading stamp 
business. 

"The Company is a defendant in eleven private antitrust 
~ctions seeking treble damages, together with attorneys' 
fees and costs. Pamages aggregating $6,050,000 have been 
claimed in two of these actions; plaintiffs in the other 
actions assert injuries in amounts not yet ascertained, 
Based on information currently available to them, in the 
opinion of counsel for the Company substantial defenses are 
available in all of these actions but no prediction can be 
made as to their ultimate outcome. 

"The Company is a defendant in a purportiad class action to 
recover for stamp savers monies collected as reimbursement 
for California sales taxes on redemption of stamps. 
Plaintiffs claim that the redemption transaction is not 
taxable and all such collections should be returned, or 
alternatively th~•t such collections exceeded the tax 
payable and such excess should be returned. The Company 
has paid sales taxes to the State equal to its reimbursement 
collections, which in recent years have averaged about 
$7,000,000 annually. In the opinion of counsel for the 
Company, substantial defenses are available and claims have 
been asserted against the State for reimbursement for all 
or part of any recovery by plaintiffs, but co1.tnsel cannot 
predict the ultimate outcome of the action. 

"Judgment was recently entered in favor of the State in a 
purported taxpayers' suit to compel the State to collect 
sales taxes from ~he Company in respect of its stamp service 
revenues, The State has consistently taken the position that 
the furnishing of a trading stamp service to merchants does 
not constitutf! the sale of tangible personal property so 
that the sales tax does not apply. Time for appeal has not 
yet expired. 

"A purported class action was filed on November 10, 1970 
agai.nst the Company and certain of its present and former 
stockholders and directors. The complaint was filed .on 
behalf of retailer users of Blue Chip Stamps who failed to 
pu~chase stock of Blue Chip Stamps in a 1968 offering to 
retailer usets. The complaint alleges damages to plaintiffs 
of $21,400,000, together with exemplary damages of $25,000,000' 

,, 
Q 

·' [ ,, 

'1 

0 



0 

Note C -
(Cont'd) 

NOTES TO FINANCIAL STATEMENTS ~ CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

Ja11uary 29, 1972 and January 30, 1971 

interest, attorneys' fees and costs, and prays that plaintiffs 
have the right to purchase stock, or units of stock and 
debentures, of Blue Chip Stamps on the terms of the 1968 
offering. The action was dismissed with prejudice by the 
United States District Court and an appeal by the plaintiff 
is pending. On June 21, 1971 plaintiffs filed a sub&tantially 
identical action against the same defendants. in the Los Angeles 
County Superior Court. The Company has not yet been served 
with process in the more recent action. In the opinion of 
counsel for th.ca Company, upon the facts known, the complaints 
are without merit and all defendants should prevail. 

"The Company, together with a number of oil companies and 
supermarket chains, was named as a defendant in an antitrust 
action filed on July 12, 1971 by a California corporation 
engaged in the trading stamp business. The complaint a~serts 
injuries in excess of $.160,000,000 and seeks treble damages 
plus attorneys' fees and costs. The Company has not been 
served with process. In the opinion of counsel for the Company, 
upon the facts known, the action is without substantial merit." 

After giving effect to the shares of Blue Chip Stamps acquired on March 14, 
1972, Associated and R.C.N. had an approximate 16.7% interest in Blue Chip 
Stamps; the cost of this investment exceeds the underlying equity in net 
assets by approximately $2,270,000. 

'£h~ finaucial statements of Berkshire Hathaway Inc. reflect a stockholders' 
equity of $56,170,000 at January 1, 1972 and net earnings of $7,685,000 for 
the year then ended. After giving effect to the purchase 9f additional 
shares in February and March 1972, the Company, Associated and R.C.N. had an 
approximate 7. '1% interest, in Berkshire Haj:haway Inc.; and the underlying 
equity in net assets exceeds the cost of this investment by approximately 
$480,000. 

Had the Company reported its investme.1t :f.n theE1e affiliated companies on 
the equity method of accounting during the 1ears ended January 29, 1972 
and January 30, 1971, as will be required by the Accounting Principles 
Board Opinion No.. 18 for t.he year ended February 3, 197 3, the Company's 
net earnings for the years ended January 29, 1972 and January 30, 1971 
would have been increased by approximately $670,000 and $350,000, 
respectively, representing the aggregate pro rata share of net earnings 
applicable to the Company, Associated and R.C.N. less dividends received 
(µet of in~om.e taxeei thereon) by Associa'ted and R',c:N. from these cot'porations 
of $115,000 and $54,000, respectively. 

Note D .. There were no changes in the capital stock and a.dditional pt1,id-in capital 
accounts during the years ended January 29, 197 2 and Jmiuary 30, 1971. 

Note E .. The policy of filing a consolidated tax return has resulted in tax credits 
to the parent company for fiscal years 1971 and 1~72. 

Note F .. On December 1, 1969 the Compa.ny received a non-interest bearing note due 
February 1, 1971 for $4,540,000 :Ln partial payment in connection with :I.ts 
sa1e of the capital stock of Hochschild, Kohn & Co., Incorporated, one of 
its then two wholly-owned subsidiaries. Interest income imputed at a 
rate. of 5% has been recognized this year on the above nute t'eceivable fof 
income tax purposes only; related income taxes amounting to $111,000, 
which has the effect of increasing the loss previcH~sly recognitt,ed on t:he 
sale of this subsidiary, have been reflected as an ~xtraord:Lnary item in 

. the accompanying statement of earnings for the year'\ended January 29, 
1972. ' ~ 
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SCHEDULE 1 .. SHORT•TERM COMMERCIAL PAPER, MARKE'fABLE SECURITIES 

AND OTHER SECURITY INVESTMENTS . 
DIVERSIFIED RETAILING COMPA'NY, INC. 

AND SUBSIDIARY 

January 29, 1972 

COL. A ·COL. B 

Number or Sharu or 

NAME OF ISSUER AND TlTLB 
Unlt1-Prlric:lpal 

OF ISSUE 
Ameunt of Bond• 

and Notn 
·!(,~ 

Marketable sec\~rities: 
Dow Chemical' C"..o'll\pany conunercial paper .. 

3. 87% due,/February 14, 1972 
Federal tatiU Bank 

5.70% d4;~ February 15, 1972 
I 

Other sec:Udty investme\1ts: 
Thriftf~ma·rt, Inc, Class A eomn1on Stock (1) 
New Y~rker Magazine, Inc. Conmon Stock (2) 

'I 

"i 

Seo Noto.a to consolidated financial statements. 

$1,000,000 

1,000 

270,584 shares 
5,731 shares 

Additional shares of t:b.U company are ownodby Roineuranco Corp. of NebrQskn 
(unconsolidated subsidiary). ·See schedule II for Reinaurnnco. 

0 

I 
/The notes tc:> the consolidated financial otntomontQ are made a pa.rt hereof. 
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'I 

(I 

"' 
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COL. c COL. D 

Amount at Which 
Valuo B11td on 

Carried In 
Current Market 

'~lance Shto\ 
Quotatlon11 11t U.lanco 

at cost ShMt Date 

$ 998,278 $ 998,278 

l 000 
- - L.~ 

1,000, 

$ 999,278 $ 999,278 

•• a"""ll""" t.11 iFf" •..• -"'"" 

$3,562,462 $2,807,309 
206,763 194,854 

$3,769,225 $3,002,163 

II u •• 

l 
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COL.,A 

NAME OF ISSU,ER AND 
TITLE OF ISSUE , , 

Consolidated: 
Year ended January 29, 1972: 

Unconsolidated subsidiary: 
Rein,sura'Q,ce corp. of 

Nebrs's'ka . , 
d , 

Common Stock· ,, 

Affiliat~s (4), (5): 
''Bi,ue ClHp Stamps 

'cdmmon Stock 
Ber~Lshire Hathaway, 

11 ~' 

Common Stock 

,,I C 

"') =;::-...rf:l 

Iµc. 

·~ ~e 

',~!~-~--~~ >·•:..,___, __ 

SCHEDULE III-INVESTMENTS IN' SECURI'rIES OF AFFILIATES 

DivERSIFIED 0 RETAILING COMPANY, INC. 

COL. D COL. C COL. B 
DEDUC. flONS 

~ALANCE AT BEGINNING OF PERIOD., ADDITIONS 

(2) 
( 1) 

'Number of 
Shares or U:nit!I. 

, Principal 
Amouitof 

Bonds ~na Notes 

. 5,000 

396,900 

24,515 

(2) 

Amount in Dollars 

.$3' 871, 028 

{<•' 

$4,979,039 

985,Q§. 

$5,:964, 085' 
\) 

(1) 

Number of 
Shares or·Pn!ts. 

Princip11l 
Amount of 

Bonds and Notes 

4,:549 
'_-:;:~-; 

'/) ,, 

·\\ 

' ' 
' •" '.'" ' ""''.'/,"' ···;-;~7;-:-:-,,,..··-- .. ~0,·~---

ji; 
l-

(2) 

Amount in Dollars 

$ 362,606 (1) 
2,386,701 (2) 

$2,749,307 
= 

( 1) 

Number of· 
Shares or Units. 

Prindpal 
Amourit of 

"Bonda and Notes 

$ 

Amount in Dollars 

384,136 (3) 
)i 

105,000 $1,632,750 (6) 

$ 282,038 

·-r~--0-_.i;'~:-:--~;;;_."."'J·'~-·'' 
r,:-,_J_; 

0 

.. 

COL. E 

BALANCE AT CLOSE OF PERIOD 

(1) 

Number of 
Shares or Units. 

Principal 
Amount of 

Bonds ,and Notes · 

5,0QO 

291,,900 

29,:064 

0 0 ,, 

(2) 

Amount in Dollars 

$'6,242,199 

$3,346,289 

1~2672084 

$4,613,373 

(8) 

,, 
' 1' 

,',(', 
''=-"' 

::_:, ,. 

0 

L) 

r;:::· 

If) 

·1~--- \~ 
\~: Q 

,~\\ 0 0 ,. 
-~. " ·~ 

" ,c; 

1.~i 
C) 

"' 

(I 

,,,:t} 
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COL. A 

::: 

?~AME OF-:-ISSUER AND 
TITLE OF ISSUE 

:,' 

Year'.' ended January 30, 1971:. 
trilconsolidated subsidiary; 

Rei:nsure.cnce Corp. of 
Nebraska 

CommonK'\~c;tock .. ,.", 
\ " -~-·· \\ \\ -- ,:..-.-

\ ~/ 
\;-.~~:,-::::-:~-: 

Affifiates (4) (5): 
lHue Chip Stamps 

Common Stock 
i! - ,, - (I <·-·. '-< 

Berkshi~e <aathaway, Inc. 
· eommon S'to\!k 

c 
I 

·-. ..__,~1,\':-;_, I 
-"--/~?~{ It .,.,;'S:v . i 

'r'i) 

., 
10' 

•\ 

~ 

© 

I/ 1, 

a. 

\ 

SCHEDULE III INVESTMENTS IN SECURITIES.OF AFFILIATES - CONTINUED 

DIVERSIFIED 'RETULING. COMP.ANY, INC. 

COL. B COL. c COL. D 
•. 

BALANCE AT BEUINNING OF PERIOD ADDITIONS 
I DEDUC. !'IONS 

.. 

(1) (2} (1) (2) (1) (2) 

'Number of Numbs: cf Number of· 

Shares or Unit&. Shn;es or Units. Shares or Units. 
Principal Amount in Dollars 

Principal Amount in Dollars 
Principal Amou111t in Dollars · 

Amount of All}ount of Amount of 
Bonds, and Notes Bonds and Notes 

s,ooo 

114,000 $1,773,000 282,900 

24,515 

$1,773,000 

' .. 

\I 

Q; ,';~:' 

. ; 

:$ 24, 204 (3,) 
,~,4-68,688 (2) 
\ 384 136 (3) " I 

$3, 877 ,028 

$3' 206' 0391 

985 b~i!6 __ .;...; ... :i;:':',_ 

$4,1'91ibas 

0 

'o ,, 

(p 

Bonds and Notes 

(' 

/() 

0 

0 

0 

" 0 

"' 

0 

' \J Z':o 

r.~ ~ri;~~2!J'' 

COL. E 

BALANCE AT CLOSE OF PERIOD 

(l) 

Number of 
Shares or Units. 

Principal 
Amo!Jnt of 

Bi\nds and Notes 
\r~ • 
'.~·, 

5,000 

1

396' 900 
8 24,515 

Do 

''..:,· 

(2) 

Amount in Dollars 

$3,877,028 

$l~, 979~039 (8) 

_j}85.046 

$5,964,085 

0 

(t 

0 

"' 
G 

c, 

rk· 
0 /' 

0 

\') 

I? c \'-.,, 

0 

0 

Oo 

0 

--) 

c 

, 
0 

[l I~' o" 
l 
! 

' " 

"~ 
10 

0 

0 

() 

17 

0 

'\1~~~· \\itl 
(."\ 

!,'.-. 

(;) 

0 

,, ,y 
0 ~ - ,lJ 

Q'' 0 

' 0 
0 (; 



! 
! 
!· 

I. 

,. 

' ' 

' ,\\-

0 
c 

. <) () 

I: 

{) 

0 

() 

0 

(,2'.; 
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0 

0 

0 8 0 

,, 
(I 

0 
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0 

SCHEDULE III 

D 

® C'.::::1' '·' 

0 
INVESTMENTS IN SECURITIES OF A~'FILIATES - CONTINUED 

~~ 

D~VERSIFIED RETAILI~G COMPANY, INC. 

\1. 
\ ( 

0 

0 

\ 

19 
O/' 
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COL. E 

NAME OF ISSUER AND 
TITLE OF ISSUE. 

Paren~ company only: 
Yea't~1 ended January 29, 1972: 

As~."riated Retail Stores, 
Iii~. 

Cotmnon Stock 

Affiliate: 
Berkshire Hath~way, In~. 

Cotmnon Stock 

/I 
/! 

() 
Ii 

, I; 
"L, 0 

[; 

(1) 

'Number of 
Shares or Unittt. 

Principal 
Amount of 

Bondi ~nd Notes 

453,000 
!.~) \..' 

(2) ?-J (1) 

Number of / 
~:c-.:-·~"Z"l.'Sbare~ o~ J]nit1r 

Amo. unt An Dolla~• " ' J. Prmc:_ipal · ?-:::> ... / · · ~ Amount of c 

Bond• and Note• 

1,·· 
0 

(2) 

Amount in J?ollars 

$ 2~2,038 
0 "'. -f/i::.1=== 21'~075 846,~96 

. ~[) 
fl t;} 

' 

.. \ . 
, I I) 

d 

0 0 

Q 

w 

\_ ' • 'D r 
.. -- . ' 

0 
•(! 

I~ o 

0 • 

/• 
!/ 

,. II 
0 I 
o ;I 

!{ " 

0 

0" 

(1) 

Number of 
Shares or Units. 

1 
Principal · 

i Amount of 
i Bonds and Notes 

1i1 

0 

,,(2) . /l .. /I 
~ Cl . ~ 

Arnoun~ 1 
in Dolla~~ '" 

~-.) II 
l<e -· f{ 

// 
/I' 

// 
,:/' 
I 

~
) 0 

( . 
Num er of 

Shares or Units. 
Principal 

Amount of 
Bonds and Notes 

0 

453,000 

I) 

8 

( 

8 

' " 

0 

f/ 
// 

a 

0 7'\ ' ""~.v·'' 

(2) 

1,t, 

n .. 
~mount in Dolla1~ t I , , ~• 

fJ ' 

" 

0 

\ 
0 

·o 

"o r-:r 

0~·1 

,f-.\ 

I'.) 

f/ 

0, 

0 

((' 

0 

,, 

0 ,d ·a 
') ::; 

\) 
0 (/ 0 

0 
Q 0 

)) 

(\ 

(I 

(\ 

0 

o. 

(jj I) () 

' 0 

" ()~ 

l~ s 
0 

0 

f 

(l 
0 

u, 

" 0 

~ 0 

,,,,J~'' 



I• 

'' 

(j 

,o 

.j 

. . __.._ 

.v 

SC1:1EDULE III - INVESTMENTS IN SECURITIES OF AFFILIATES - CONTINUED 
1,;-1 

,; ( 

DIVERSIFIED RETAILING coMPANii'~\ INC. 

----
.,. 

i COL. E 
COL.D 

------ \ · cot. B 
COL. C 

:: BALANCE AT BEGl!INING OF PEIUOD 

-
DEDUC. rtoNS 

BALANCE AT CLOSE OF PERIOD 

COL. A 
.__.__.---

(ll 

NAME OF ISSUER Aft~D ':Number of 

TITLE OF ISSUE Shares or u;nit!ll. 
Principal 

Amount of 
Bond• 1md N.otes 

Year ended January 30, 1971: 
Associated Retail Store&, 'Inc. 

Cqmmon Stock 
453,000 

Affiliate (~) (5): 
Berk~hire Hr,.tbaway, Inc. 

Com.'lµon Stock 

(2) 

Amou•~t in Dollan 

$'f8,930,811 

ADDITIONS 

(1) 

Number of 
Shares or Units. 

Principal 
Amount of 

Bond•1 an<l Notes 

21,075 

(2) 

Amount in Doll!'r9 

$1,288,?49 (1) 
384, 136 (.f_) 

$1,,673,085 

$ 846,59,6 
=-======'!= 

<P en 
Number of 

Shares or Units. 
Principal 

(• 

! Amount of 
Amount in Dollars 

. ;Bond• .and Notes 
" 

c '" 

·-

(1) 

Number of 
Shares or Unlta. 

'Principal 
11
Amountof 

Bonds and Notils 

.453,000 

21,075 

(2) 

Amount In Dollars 

$20,603;896 

$' 846,59.6 
== 

•(l) Equity of the Company in µndistributed net earnings of subsidiai:y. 

(2) Capital contribution (see note (6) below). (3) Unrealized anreciation o~ marketable securities of uncol\solidated insurance :subsidiary of Aasocbted Retail Stores, Inc., less provision 

for income taxes. (4) Although management of registrant disclaiin• control ovel\ these companies, tl1ey nu\r be d~emed to be affiliates of J!egistrant. 
(5). AdditioiloJ. s\1ares of stock in these companies are o'(Ued ·by the ttnconaolidat.ed insurance subsidiary - see Schedule II for the ii>aurance, 

(6) Contr~b!lted to Reinsurance Corp, of Nebraska (unconaolidal:ed subsidiary) a• ad!litional paid•in capital. See·note (2) above. 
company~ (7) Additlonal income taxes related to sate·· of" aubsidiarY - ~rOceeda of sale orig'inapy credited to additional paid-in capital of Associated. 

( 8) Cash dividend a of $88, 9 56 and $57 , li~s" we~.e received during the year a en~ed ~ anua ry 29 , 1972 and January 30, 1971, r!I spec ti ve ly. 

'rite note• to the consolidated financi1>l st41:;,,.ent~ are made a part he~~of. 
'.) 
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COL. A 

-------
CLASSIFICATION 

----
.Year ended January 29, 1972: 

Land 
Buildings 
Fixtures and equipment 
'Leasehold improvements 

Year;cended January 30, 1971: 
'La(~d 
}\~~(ld i ng s 
Fixtures and equipment 
Leasehold improvements 

~';~ 

.r 

SCHEDULE V-PR,OPER1'Y, PLANT, AND EQUIPMENT 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

COL.B COL. C 

•Balance afl3egl1jnlng Addition• at Coat 
of F'erlod 

$ 894,722 
1,133,683 

718,955 $105,611 
347.542 72,155 

$3,094,902 $177 '766 

$ 85,0, 157 $ 44,565 
1,017 ,471 116, 212 

675,523 65,339 
3451057 43,291 

$2,888,208 $269,407 

. '=". (, The no.tea to the consolidated ;financial statements are made' a part hereof. 

') l! 

Ii 

/.; 

l () 

I) 0 f) 

II " ~ (.'.:> !_, 

() 
{) 0 

0 ~· r,-,• ')o D 

~ 0 
() Q 

I") 

COL. D 

Retirements 
or Sale• 

$33,107 
22 1056 

$55,163 

$ -o-
-0-

21,907 
40 1806 

$62,
1

713 
E I ;::: 

----··· 
COL. E 

I 
I! 
l! 
'I 
'l 

) 
I I 
Ii 
// 
1: 

II 0 

(/ ,, 

/l 
If 

II 
11 

.... /! 
i! 

. " .. -·----
COL, F 

"- -'--· ~-----
Other Chana•~ 

Dilblt and/or Credit•-
Describe' 

() 

0 ' ' \) 

1 
Balance at Close 

of Pflrlod 

$ 894,722 
1,133,683 

791,459 
397,641 

$3,217,505 

$ 894,722 
1,133,683 

718,955 
347,542 

$3, 094' 9;)2 

.'.!/ 
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SCHEDULE VI-RESERVES FOR DEPRECIATION, DEPLETION, AND AMORTIZNl'ION 
OF PRO),>ERTY, PLANT, AND EQUIPMENT 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDJ'.ARY 

COL. C COL. D COL.E 
COL. B COL. A 

---~---------------------------+-----·~~-------~--.-J---------~-----------------1-~---------------------·-------~---------------ADDITIONS DEDUCTIONS FROM RESR.RVBS 
1--------------,·-----------+------------.,.--------~ 

Balanco at CloH 
of Period 

DESCRIPTION 

Year ended January 29, 1972t 
Buildings 
Furniture and equipment 
Leasehold improvements 

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

)3tl1nc• at Boalnnln& 
of Period 

$ 658,607 
361,236 
165,813 

$1,185,656 

$ 616,744 
301,023 
138,47,Q 

$1,056,237 

(1) 
Char&ed to Profit and 

Lota or Jncome 

$ 45,004 
89,903 
5,4,329 

$1.89,236 

$ 41,863 
82,053 

' 45,89,0, 

$169,806 

The ncites to the consolidated finoncinl statements are madtf. a part hereof() 
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n \l 
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·o 0 
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•Jo 

(2) 
Charced to Other 

Accounta-Deac:rlbe 

\~ 

0 

(1) 
Rotlromont11 

Ranowal1, and 
Roplactmonta 

.0 

$27,446 
15,634 

$4l,080 

$ -o-
21, 840 

_ll.,,547 

$40,387 
' .. 

(2) 
Other
Deac:rlbe 

! . 
\ .. 

$ 703,611 
423,693 
204,508 

$1,331,812 

$ 658p607 
36111236 
165,813 

$1,185,656 
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COL. A 

. 

ITEM 

Year ended January 29, 1972: 
Maintenance and repairs 
Depreciation and amortization 

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

Management and service contract fees 
Rentals 
Royalties 

Year ended January 30, 1971: 
Maintenance and repairs 
Depreciation and amortization 

Taxes other th~n taxes on income: 
Real esta..::-~ .. 
State and l\ocal 
Payroll 

Management and service contract fees 
Rsnt£k 
Roy~ities 

SCHEDULE XVI-SUPPLEMENTARY PROFIT AND LOSS INFORMATION 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

-....--::<--
COL. B COL. C 

-
CHARGED DIRECTLY TO CHARGED TO OTHER ACCOUNTS 

PROFIT AND LOSS 
~\ . .-

( 1) (2) -~ -'1) (2) 

To Cost of ~~~c~ 
Goods Sold or Other 

Amount 

Operating Expen~es 

0 
$ 372,315 

~ 

189,236 
,-, 
'-'' 

149,652 
123,430 
376,901 <? 649,983 /) TOTAL TAXES 

None 
1, 706,250 i9 

None 

$ 329,401 
169,806 

134,496 
143,902 
342,433 

TOTAL TAXES 620,831 ,., 

None 
1,699,240 

None 

The notes to the consolidated financial statements are made a part hereof. 
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COL. D /, 

_, 

Total 

149,652 
123,430 
376,901 
649,983 

None 
1, 706' 2.50 

None 
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REINSURANCE CORP. OF NEBRASKA 

Balance Sheets 

December 31,_1271 and 1970 

Assets 

Bonds at amortized value (note 1) 
(Scheaule I) 

Stock (notes 2 and 5) (Schedule II) 
Cash and bank deposits 
Uncollected premiµms (net of commissions 

payable of $103,139, 1971; $61,539, 1970) 
Interest due and accrued 
Prepaid acquisition costs 
Other assets 

Liabilities, papital Stock and Surplus 
' 

Losses and claims (note 3) 
Loss adjustme~t expenses 
Unearned premiums (note 5) (Schedule VII) 
Assumed losses payable 
Federal income taxes: 

Current 
Deferred 

Due to brokers 
Other liabilities 

Capital stock and surplus: 
Capital stock par value $100 authorized, 

issued, and outstanding 5,000 shares (note 4) 
Surplus: 

Paid-in 
Up.assigned 

Total surplus 

See accompanying notes. to financial s,t~~~ments. 

/' 

$ 1,041,612 
6~062,681 

14,028 

329,430 
23,429 

164,320 
505 

$ 7,636,005 

$ 409 ,513 
86,525 

720,389 
60,366 

86,000 
30,000 

116,000 

1,013 
1,393,806 

500,000 

5,355,389 
386,810 

5,742.199 
6,242.199 

$ 7;636,005 

o, 

,I) 

574,726 
3,657,055 

16,051 

117,216 
Z5,381 
52,089 

631 

4,443,149 

44,012 
9,179 

239,161 
26,760 

154,624 
154,624 

91,940 
444 

566,120 

500,000 

2,968,688 
408 .341 

3,377.029 
3,871,029 

~443~149 

)) 
,_/ 

I 
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REINSURANCE CORP. OF NEBRASKA 

Statements of Operations 

Year ended December 31, 1971 and 
period from inception of operations 

(March 3, 1970) .to December 1 31, 1970 

Und~~writing ;lncome (loss): 
Net premrl.tfus written (Schedule VII) 
Increase in unearned premiums 

Premiums earne1d (Schedul,e VII). 

Losses ip!curr(f'd (Sch1edule VII) 
Loss ad~\.istment expense incurred (Schedule VII). 

'c ~ 
U~d.er~ri ting expenses incurred: 

Conunissions and brokerage 
Ta~~s ·' . licenses and fees 
.Other underwriting expenses 
Incrrrasa in prepaid acquisition costs 

, l , I i'~ ~ 

Gain (loss) from underwriting 

Investment income: 
Interest on bonds 
Dividends 

Total investment income 
Investment expenses 

Net investment income 

Income before provision for 
incpma taxes 

Deferred Federal income taxes 
Earnings from operations 

RealizeJ gains on investments 
Less Federal income taxes on gain 

Net realized gains on investments 

Net income --:i 

See accompanying notes to financial statements~ 

~ ~-%, 

() 

" % 

(J 

(, 

$ 1,433,640 
481,228 
952 .• 412 

$ 

588,492 
94.663 

683,155 
269,251 

326,155 
179 

1,846 
(112 ,231) 
215,949 

53,308 

72,385 
68,337 

140,722 
1,564 

139,158 

192,466 

30,000 
162,466 

286,140 
86,000 

200,14Q 

362,606 

348,327 
239,161 
109,166 

74,042 
10 ,589 
84,631 
24,535 

116 ,837 
104 

1,784 
(52,089) 
66,636 

(42,101) 

0 

47 '779 
18,892 
66,671 

607 
66,u64 

23,963 

23,963 

241 

241 

24,204 
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REINSURANCE CORP. OF NEBRASKA 

Statements of Capital Stock and Surplus 

Year ended December 31, 1971 and 
period from inception of operations 

(March 3, 1970) to December 31, 1970 

Balance at beginning of 
period 

Sale of capital stock to 
incorporators (note 4) 

Balance at end of period 

Balance at beginning of period 

Excess of proceeds over par 
value of capital stock 
issued (note 4) 

~et income 

Unrealized gain from excess of 
market value over book value 
of stocks, net of Federal 
income taxes (note 2) 

Contribution by parent (note 4) 

Balance at end of period 

Capite'.i. Stock 

1971 
~umber 

of shares Par value 

5,000 $ 500,000 

5,000 $ 500,000 

Surplus 

1971 
Paid-in Unassigned 

$ 2,968,688 408,341 

362,606 

(384, 137) 

21386:.701 

$ 5,355,389 386,810 

See accompanying notes to finan~ial statements. 

Q 

1970 
Number 

of shares Par value ,_ 

$ 

5:.000 5100,Q.OQ 

52,000 $ 5002000 

1970 ·-Paid-in. Unassigr1ed 

2,968,688, 

24,204 

384,137 

2,968,688 14081341 

f_\ Cb . <:. ··' f, 

r ,, 

9 

11 ,,IC 



REINSURANCE CORP. OF NEBRASKA 

Statements of Changes in Financial Position 

Year ended December 31, 1971 and 
period from in~eption of operations 

(March 3, 19./0) t.Q...]t.cember 31, 1970 

f~i'~eption 
(~·~<ii. 3, 1970) 

to 
1971 Dec.31,1970 

Funds provided: 
From operations: 

Net income 
Charges (credits) to income not requiring 

(providing) funds: 
Increase in loss and loss expense reserves 
Increase in unearned premium reserves 
Increase in assumed losses payable 
Increase in deferred taxes 
Increase in accrued taxes and expenses 
Increase in uncollected premiums 
Dt1crease (increase) in interest receivable 
InGrease in prepaid acquisition costs 
Deceease (increase) in organization expense 

Funds provided from operations 

From investments sold or matured: 
Bonds 
Conunon stocks 

Proceeds from sale of capital stock 
Contribution by parent (note 4) 
Decrease in cash 

Total funds provided 

Funds used: 
Cost of investments purchased: 

Bonds 
Conunon stocks 

Increase in cash 

.. See accompanying notes to financial statements. 

I) 

0 

0 

$ 

$ 

$ 

362,606 24,204 

lr42, 846 53,191 
481,227 239,161 

33,607 26,760 
30,000 
86,570 444 

(212,214) (117;216) 
1,952 (25,381) 

(112, 231) (52,089) 
126 {631) 

1,114,489 148,4'~3 

1,957,443 1,944,765 
647, 775 

2,605,218 1,944,765 

3,468,688 
2,386,701 

2,023 

621082431 525612896 

2,516,269 2,427,551 
3,592a162 3, 118, 294 
6,108,431 5,545,845 

16,051 

6 21082431 525612896 
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(1) 

REINSURANCE ~. OF NEBRASKA 

Notes to Financial Statements 

December 31,...1.2.71 and 1970 

Bonds: 
Bonds are stated at amortized cost. Bonds carried at $98,318 and 

$97>324 are on deposit with the State of Nebraska at Dece:mber 31, 
1971 and 1970, respectively as required by law. 

(2) Change in Accounting for !nvestments in Stock: 
Beginning in 1971 tD.~ company recorded its investments in stock at cost 

to be consistent with its parent company. Such investments were pre
viously recorded at current market value. This change had the effect 
of decreasing the investment lp conunon stock and unassigned surplus 
by $384, 137. 

(3) Loss and Unearned ??remium Reserves: 
Ths 'liability for losses and claims it> based upon the accumulation of 

case e.stimates for losses by the companies from whom the company has 
assumed business, Unearned premiums are computed on the monthly 
pr(;) rata basis. 

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

on January 30, 1970 to operate as an inaurer 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 
~tocks with a market value of $968,688 and $2,500,000 in cash 
for all of the outstanding capital stock of the cotripany by AsQ1ociated 
Retail Stores, Inc. (Parent). 

During 1971 the Parent contributed certain stock to the company. Such 
stock was recorded in the accounts at the Parent's cost of $2,386,701. 

(5) Investments to be Reported on an Equity Method: 
Tb.e._!,nvestments in Blue Chip Stamps and Berkshire Hathaway, Inc. are · 

carried at cost with dividends received thereon reflected in the accom- !' 
panying statement of income. These investments meet the criteria set 
forth by the American Institute of Certified Public Accountants 
,/\ccounting Principles Board for investments which must be reported 
c>~.::::_@_n1 equity method for all fiscal periods beginning after December 31, I 
1971: The retroactive effect in future financial statements ~ased on 
unaudited information will be an increase in net earnings of approxi-
mately $305,000 and $28,000 for the periods ended December 31, 1971 
and 1979, respectively • 
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REINSURANCE CORP. OF NEBRASKA 

Bonda 

December 31, 1971 

Book value • Market value 

Name of issuer and title of issue 
Principal amount 

of bonds and n~tas Actual cost ··- (amortized cost) (amortized cost) 

Governments -
U. s. Treasury Bills duo February 1972 

Special revenue and spacial assessment: 
Alabama, Montgomery Industrial Revenue 
Arkansas, Danville Industrial Davalopmont 

Rovonua 
Georgia, Washington-Wilker Payroll 

Authority 
Illinois Toll Road Commission 
Indiana Toll Road Commiasion 
Iowa, Burlington Industrial Revenue 
Kanons, Lenexa Industrial Revenue 
Louisiana, Beauregard Parish Industrial 

Revenue 
Missouri, Now Madrid Industrial Revenue 
Missouri, Rolla Indus trial Revenue. 

C\ 

() 

/.!? 

\) 

0 

$ 160,000 

100,000 

lOS,000 

100,000 
125,000 
150,000 
100,000 
100,000 

20,000 
100,000 
ioo.ooo 

11000 1000 

'$ li 160 I 000 

() . 
,"') 

I. I 

156,492 156,492 156,49~ 

100,000 1001000 100.000 

lOS,000 io5.ooo lOS,000 

100,,000 100,000 100,000 
91:,875 93,234 93,234 
90,000 93,970 93,970 
99,000 99,025 99,025 

100,000 100,000 100,000 

16,100 16,349 16,349 
80,750 81,~69 81,969 
95 1005 951l\7~ 951573 

877.730 885,l~ aa5 1120 

l104lg612 11041161~ 

(f 

I/ 

·~l 

Amortized Admitted 
vnlua nuat vnluo 

156,492 156,422 

100,000 100,000 

105,000 105,000 

100,000 100,000 
93,234 93,234 
93,970 93,970 
99,025 99,025 '( 

100,000 100,000 

16,349 16,349 
81,969 81,969 
9S.1SZ3 25.sz3 

~ 
·aa5 112q 88~ 1 12Q 

lJ041,612 l,041,612 

l ;! 
l 
I 
I 
4 

J 
l'.I) " g. i' ,) 

r.1 r 
~ 
.... () 

• 
""' 

\ '" 
<7 

) 
I I 

• -,, (J 

() G,. i'«1 

) ' () 

0 0 

tJ 

/) 
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Name of issuer and title of issue 

,Governments -
U. S. Treasury Bills due March 25, 1971 

Special revenue and special assessment: 
Louisiana, Beauregard Parish 

Industrial Revenue 
Illinois State Toll Road Commission 
Indiana Toll. Road Commission 
Kansas, Lenexa Industrial Revenue 
Missouri, New Madrid Industrial Revenue 
Misso1~ri, Rolla Indus trial Revenue 

Total bonds 

. '"(' 

REINSURANCE CORP. OF NEBRASKA 

Principal amount 
of bonds and notes 

$ 100,000 

20,000 
125,000 .~o 

150,000 
100,000 
100,000 
100 2000 
595 2000 

$ 695,000 

;,. 

Bonds 

Decemb~~l, 1970 

Book value Market·value 
Actual cost (amortized cost) (amortized cost) 

98,882 98,882 98,881 

16,100 16,180 1,6,180 
91,875 91,875 91,875 
90,000 91,423 91,423 

100,000 100,000 100,.000 
80,750 81;144 81,144 
952005 952222 952224, 

473 2730 4752844 4752844 

572,612 574, 726 574 '726, 

Amortized 
value 

98,882 

16,180 
91,875 
91,423 

100,000 
81,144 
952222 

47 5 2844 

574, 72~ 

... 

Admitted 
~t valu:e 

98,882 

16,180 
91,875 
91,423 

100,000 
81,144 
952222 

4752844 

574,726 

en 
0 
::>" 
(D 
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Name of issuer and title of issue 

Public utilities - California Water Service Co. 

Banks, trusts and insurance companies: 
Girard Company 
Harris Trust and Savings of Chicago 
National Bank of Detroit 
New England Merchants Co. , Inc. 
Omaha National Corporation 
Pittsburg National Corporation 
State Street Boston Financial 
Third National Bank of Nashville, Tennessee 

Industrial and miscellaneous: 
Berkshire Hathaway, Inc. 
Blue Chip Stamps 
Gruma~m Corporation 
Kennecott Corporation 
New Yorker Magazine, Inc. 
Northrup Corporation 
Washington Post Company 
Wesco Financial Corporation 

TQtal conunon stocks 

'J., 

i .. 

REINSURANCE CORP. OF NEBRASKA 

Stocks - Other Than Stocks of Affiliates 

() 

Decembe,!_],l, 1971 

Ii "' a 
() r 

Ii 

II 

;,, ; 

I' ,~, 

0 

Number 
of shares 

11,062 

500 
50. 

100 
100 

8,800 
100 

50 
200 

9,900 

35,067 
250,000 

100 
100 

12,000 
100 
100 
100 

297 1567 

318,529 

Actual 
cost 

$ 275,448 

25,125 
2,513 
5, 113 
2,312 

118,641 
3,512 
1,987 
42575 

163 2778 

1,757,986 
3,100,875 

1, 723 
2, 735 

753,951 
1,952 
2,434 
1 1 799 

5 1623 1455 

$ 6,062,681 

If,' · 

' •, 

Book value Market 
(cost) value 

275,448 298.674 

25,125 27,750 
2,513 2, 719 
5, 113 4,800 
2,312 2,400 

118,641 202,400 
3,512 3,55·0 
1,987 2,062 
42575 6 2475 

163 z 778 252 2156 

1,757,986 2,454,690 
3 ,100' 8'75 3,562,500 

1;723 1,537 
2,735 2,438 

753,951 39q,OOO 
1,952 2,163 
2,434 2,537 
1 1799 11 700 

5 1623 1455 6 1423 1565 

6,0~2,681 6,974,395 

.. 

Admitted 
asset value 

298,674 

27,750 
2, 719 
4,800 
2,400 

202,400 
3,550 
2,062 
62475 

252 2 156 

2,454,690 
3,562,500 

1,537 
2,438 

396,000 
2,163 
2,.537 
1 2700 

6·1423 1565 

6,974,395 
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Name of issuer and title of issue 

Public utilities - California Water Servic~ 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. 
Rader Publications, Inc. 
U. S. Truck Lines, Inq, of Delaware 

Total .common stocks 

\l 

tr 

.r 

REINSURANCE CORP. OF NEBRASKA 

Stocks - Other Than Stocks of Affiliates 

December 31, 1970 

Number 
.Q.!_shares 

11. 062 

500 
8,800 

100 
9,400 

14,350 
145,000 

25,100 
10,000 

2,150 
196,600 

217,062 

. : 

,, 

Actual Book va.lue Market Admitted 
(cost) ' 

.£2.il value asset value 

$ 275.448 275,448 275,167 275, 167 

25,125 25,125 27,750 27,750 
118, 641 118,641 162,800 162,800 

41575 .41575 5 1 375 51375 
148,341 148,341 1951925 195,925 

578,605 578,605 581,175 581,175 
1,468,125 1,468,125 1,830,625 1,830,625 

493,240 493,240 498,863 498,863 
101,255 101,255 185,000 185,000 

53 2 280 531280 90 1 300 90 1 300 
21694 1505 21694 1505 3'1 185 1 963 31 185 1 963 

$ 3,118,294 3,118,294 3,657,055 3,657,055 

.... ::.:;,,~-'''-
p 



.. t'\ 

... ..... 
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Type of security; 

Bonds and notes: 
Government 
Special revenue and special 

assessment 
Total bonds and notes 

Stocks: 
Common stocks: 

Public ~t:l.lities 
Bank.a, trust and insurance 

colnp{!ni~_s 
Industi'ial and miscellaneous 

Total stocks 

Total investments in securities 
other than securities of 
affiliates 

0 

(!>, 

• 

,. ... ~ .. 
.r 

REINSURANCE CORP. OF NEBRASKA 

Sunmary of Investments in Securities - Other Than 
Securities of Affiliates 

December 31, 1971 

Actual cost Book value Market value 
~,,, ___ 

$ 156,492 156,492 156,492 

8771730 8851120 885.120 

1 1034 1222 1 1041 1612 L041 1612, 

0 

(I 

a ' - u 

Amortized Admitted 
value asset value 

156,492 156,492 

8851120 885 112Q. 
!.a..Q,41,612 11041 1612 

. ti> 

g. 
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Bonds snd n,otes: 
Govern,ment 
Special revenue and special 

assessment 
Total bonds and notes 

Stocks: 
Common stocks: 

Public utilities 
Bank!?, trust and insurance 

companies 
Industrial and miscellaneous 

Total stocks 

Total investments in securities 
other than securities of 
affiliates 

(•,;\'\:'; 

<~f\ ;r 

. l 

REINSURANCE CORP. OF NEBRASKA 

Summary of Investments in Securities - Other Than 
Securities of Affiliates 

December 31, 1970 

Actual cost Book value Market value 

$ 98,882 

473 1730 
572 1612 

275,448 

148,341 
2,694.505 
3,118.294 

98,882 

475 1844 
574.726 

275,448 

148,341 
,2 I 694. SQ.~ 
3,118.294 

98,882 

475,84!± 
574 17li 

275,167 

195,925 
3,185,963 
3,657,055 

4 
,.. 

=¥'231, 781, 

Amortized 
value 

98 ,882 

ff.75 1844 
574.726 

1
574 1726, 

Admitted 
asset value 

. ,, 

98,882 

475,844 
574.726 

275,167 

195,925 
3,185,963, 
3,657~055 

:: ___ --

i 
" 

t 

I 
\ 

I 
l 

.,, 

,,: ... \\ 



Unearned 
premiums 

Line of beginning of 
inourance Eeriod 

Fire $ 14,503 
Allied lines 3,191 
Ocean marine 6,807 
Inland marine 4,060 
Workmen's compensation 1,031 
Liability other than auto 19,509 
Auto ;~iab:llity 2, 936, 
Auto physical do.mage 184,300 
Ai·rcraft physical damage 347 
Surety 2,477 
International 
Reinsurance 
Other 

$ 239,161 -

. " 

? .. 

........ 

'. 

REINSURANCE CORP. OF NEBRASRA 

Premiums, Losses and Underwriting Expenses 

Year ended December 31, 1971 

Pa-rt 

Pa.rt 1 .. Premiums 
Uneax-ned Premium" Losses 
premiurns earned incurred 

Net prcmiumo end of during ~uring 
written Eeriod period perio~ 

477,397 254,843 237,057 217,415 
91,549 31,764 62,976 5,439 
14,977 7,158 14,626 5,336 
29,861 11,64.2 22,279 4,234 
6,631 758 6,904 3,803 

111,516 34,163 96,862 51,612 
246,085 33,829 215,192 16lhl88 
409,637 340,917 253,020 134,851 

5,020 822 4,545 .. 
9,584 4,400 7,661 (l,299) 
1,203 1,203 435 

30,001 30,001 2,478 
179. 93 86 

1,433;640 720,38~ 952,412 588,492 
·~;;;. 

,, 

. .; 

2 - Losses and underwriting expenses 

Loss 
expense 

incurred 
during 
period 

15,674 
562 
753 
458 
598 

28,005 
14,564 
33,823 

72 
(413) 

311 
256 

-~ 

94,663 

Commissions 
and 

brokerage 
incurred 
during 
ecriod 

99,956 
19,283 
4,540 
7,193 
1,283 

23,735 
23,870 

139,585 
341 

2,877 
120 

1,426 
l,946 

326,155 

Other 
undar
writin1~ 
expanse 

incurred 
during 
period 

743 
140 

16 
45 

8 
150 
388 
4.56 

G 
ll 

9. 
25 
28 

2,025 

.) , \\ 
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REINSURANCE CORP. OF NEBRASKA 

Premiums, Losses and Underwriting Expenses 

Period from inception (March...la.. 1970) to December 31, 1970 

Part 2 -.Losses and underwriting expenses 
Other 

Fire 

Line of 
insurance 

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

(bodily injury) 
Liability other than auto 

(prope:i:-ty damage) 
Auto liability (bodily 

injury) 
Auto liability (prop~rty 

· damage) 
~uto physical daµuige 
Aitcraf t physical damage 
Surety· 

Unearned 
premiums 

beginning of 
period 

$ 

Net 

Pa.rt 1 -

premiums 
written 

25,017 
.3 ,627 
1,878 
.9,271 

267 
7 ,968 
1,819 

24,513 

9,783 

. 3 '742, 

1,880' 
254,144 

574 
. 3,844 

348 2327 

(' . . . .·. : . . '· . .. . . .' .. ' 
•-'*'----.~--~I~~~~~~~,.._-,~-.. 

"'" 

Premiums 
Unearned · 1Pre.miums 
premiums earned 

end of during 
period period 

14,503 10~514 

1,400 2;221 
l,655 223 
6,807 2,464 

136 131 
4,060 3,908 
i,031 788 

12,790 11,723 

6,719 3,064 

1,938 1,804 

998 882 
184,300 69,844 

347 227 
· 21477 1 1367 

23.9 2161" 1092166 
" 

.. ,•'-
(;', 

,o' 

\->-· 

,' -'' 

Conunissions under-

Loss and writing 

Losses expense brokerage expense 

.incurred incurred incurred incurred 

during during during during 

period period period period 

13,494 1,440 10,554 136 

1,985 206 1,053 20 

319 62 592 4:3 

2,706 310 50 
2 

2,398 302 2,207 10 

441 38 479 10 

5,3.05 3,524 5,888 133 

2,445 929 2,133 53 

827 229 760 20 

418 123 384 10 

40,677 2,699 91,581 1;377 

188 27 3 

2 1839 700 1 1 :?_06 21 

74io4.2 
.. 

10 2589 1162837 l 2888 . 

: 0 

·o 

0. 
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Average shares outstanding (1) 

Net earnings 

Per share amount 

EXHIBIT A 

COMPUTATION OF EARNINGS PER SHARE 

January 29, 
1972 

Fiscal year ended 
January 30, January 31, February 1, 

1971 1970 1969 

1,000,000 1,000,000 '1,000,000 1,000;000 

$ 911,247(3) $1,337,442 $ 102,671(2) $1,997,700 

2.00 $ 1.34 $ .10 $ .. 91 $ 

February 3, 
1968 

1:,000,000 

$2,397,499 

$ 2.40 

(1) Average shares outstanding have been recast to reflect a 3,333-1/3 to 1 stock split which o.ccilrred in Decaub&r·1969. 

(2) Includes extraordi:nary loss of $1,318,979. 

(3) Includes extraQrdinary loss of $111,000. 
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