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(hr~roim.S.:t~r ~~!~~l:rJc1 

to W.l "l.lH.1 co.n,pr.v•;Y"), r,. n.·\1.:. :L,Ind \•Q;:r"r.<d::\,on, .j,r' .. a. l;oJ<'ti.l1<J coropi:..t\1 .. 
" . !l . ,.,., . ;; ,, 1\ -, 

\:h,i..c~l;, ;cc:n'(;~,:n f~_)1:..:\b~.;,~.i~:L f.\l\~1 brH~J.. .. ~it~:hl~T i~,~Jv:l.9c i£o i \~~.-, \·lho:Lly~o~~-'IH:~d:~~ ;'t'\lhs.t;.~ 
~- ,, '.:- -· (! • • -;; 

cl~··:>:y )'•·cN•l•·!·"ct X':l''D.il <'t:Ol'<'l'' :Cnr. (hor.<·'~t··('"l'• l;'l'lf··n:\ld toP;,,. 1
'1"1"\'-

c~:l.:~:u:\" )···~~-~~:. :.~~:M\\;);~j .. (~(,:~' ~~·· ~:~:~~(~:~u::l~~.: ·.~.'rl:c• ··~:mp:i~~:·· ul~a .. o1·1~~- it;,~: .. 
t.:~in ll1~l:l,,·i:,\hJ,: r,,,~\·.n::Lth~1 •. ~'lHt Compnw ht\l.'l no d\roc,:t onl}'rh:d 

"" ~111pl.o~:c~~:~ .,m~; (viU\ c("i't:n~:11. nQn\:J.:n<Jl~~>~ocpUon:. n:to~ unc1ar: ~H ~f._._ 

\.l:t:nt:C:'.\'OH'l 01~ mxn rc.:.I::.'\N'r <m<l/cr unetol.' :rTJ~~, D. rrt:Mt!NlnRl\'J.'J:(>N OF · 

1·)~:: .•. -r.·~.:~·~·: ~ .. ~,·.:. ::.l-0-l•'f~~:.:,-.t·,:,·..,,~l ·'c·.····.·.. ""t ~ .. ___ .. _..._,~_ ................. --t~-.... .....-- -~"""'' 

\·, 

,., " ', . . ,.. ., ,, , · .,v ct}!l1ponsll.tn :i.·hr: Di~:c:ol.ol~S r.md Clff.i.ct~~·s 

;::-:~~:.;::· :::~~=:~·~ . ;h•:: Cm.1p:>.l'l~' I:~ J1;J.·osit!~mt, H~'b.-:rt N. Goldman, r,~,t~: 
11 -, 

upon ·mnl;t•.d.<~:t. c:o~;p-.·~\~\t.o mrd:t<ll:s onl:( 11;i.th tllt} nt·Pl:~1\ral. ot the l.lom:d 

, ' J " nf ll:tl:~ cto:r. H oJ: !:ho 1E¢mpltl!V. 
.r ,, 

,-'\s fJO~~i.·1\ t~-<1''1 i ul'l' :1: :U..:~nois lt::o):,t~oution, is 
~ · ' ·.. II . 

ii\tbddi.rl.t~;.. Msooil,'.t~{l! (lpe~:ttt~w ,n: ch<lin of 

tho' compnny' s \·lhol1r.:­

t;~.,.1:y-~;~.ght: (60) 
d? ·' 

0 

s!:b:r:~\r,; 11h:l.oh :;~,,:u >\i:. :co\:;~).l l?opular.ly p:dceii:\ \~mn<m •:; ••n(\ 1 in 1\ n.;~w~)ox: ,: dl ,, 
li'-

~~hC ~:t.m~es · a,; e lt:lca tc:rd ~.n do1~n t:oHn, ,, ,, 
nn;i.ghlmt'ht.'<ld .<mel ''shoppj,ng ('ontar >:t~~~u:i:l ar:ot'lh of p:r:incip<.\1 citio" in 

0 ~.:: 

,, 
~\nd C.'l,v·cr..l':.'~ undcl~ ·~cn:io\H; tJ;t'.<.1~~ u~~n\t;!~i .. 

A.H!l~•<:i.itt~d oqC'l.!l )l'O· 1.\J:~;o~~(i :i1,tr. ourtt·,.nnt~.r.~1 11 ~l.i.c1c vadcd:y t?f 

ll.VnJ~·lll~h: l•<mi•oa,,,NUo~1 ~~~i~.J.u .~:cdl.\c.i.n(J it1l ov;~l~houd co~;ts t" as l.t>\" ~~ 

level as .i.s poo:l.;\.Pl.o. 
v 

Becuuse" of; tho liUiilbCl~t: c>f stores pper<;~.ted l:•y 
',\ 

ox:gani:!r.~t:lon l.cioubld l.n Ne1~ Yol:k. City, from lthich the t>torcs' !\ppnrcl 

__ ... ..;.. .. _ _... __ ..... ___ & .. ___ ... 

NO'J.');:; 

0 

u.,;t.ess tll•~ l:.;mt oi,.hnrwi.so inc"\.tcatc::J, ull stut~n\M~nhn mac1n 
!?1:\l~'l' .;!;. ~1c-r.;,:r.ibo o.i.~;<;lll\\:Jt<.\ncns e>:;i,sti ng v.s of: l 1'1.1bl:\l~l:V 3, 

' ···'\ 
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l.h"-.'~l ~~·:;~ ;;:<c1r:,~.nj.s\;l"H 1.~~·), 'A nt:~.! \: o17 nm:cll.-~l)t'\.i.GC 11\l'.n<u;~m:H c;1.nrl buy&l:n 
i1h) ;t 

1U6~.nttd.ns d1~;i.J.y r.ltn::JClll<.\1 contr.~t. 1~i th t.J;•* ll9Ptll:'t~l nw.r.k0ts l~lc<lt.ocl S.n '· ' /I~-

. ' . v . . 
Nt~ll'. 'l:"q,t'lt ·cj,tt" imcl f•l.nowhul:e\i Nom:ly all reqoi.vinH nnd pul·cl~loing. 

act·i vi.tios l.l~.c . c:ond\IOt.~ ~:r11· the mmt:l ... • .. ·<Jr,J. \'1<\:C~·:lu:m:o ""'£ram whlch ship-
." :c·•fo } 
mcnt:::; H1.~fil rm>clo '.'t~~i)~~ to tl;e vm;{J.o. us \nl'toros. l\ssocia1:ed utlli.:~os \\ 

. . 1~,~1 . . ll r. . . . 
dct;aJ.loc1 l.lW~n~:~.l~S cmntl:<ll and_,.\~m\l i1f>J.tl proc<:.rlm:m.l 1 P"'J.lTI<'l':'J.ly tlu:ol\~fh 

{/ ~- .-· '.) 

tho t1~m of (t :l.o<ISOd :ma :~GO computer system·· \·lit:h p.:.u:iphc:r:<tJ~ support-
, 

ir1q f.'q\l~);l\1<mt r in o;.c1r,~:c to id0n\:i:!'y ptliJt\l.<tl.~. l.ll1l1 i'nct-sell.ing j:'tems 
:i.\ 

. fo:c r.-npid n:J?.l.acemont: 1 m1<l to :t~lontify thOSl> :i.tcuns l."nquil.·ing an immc·· 

' d;i.e;tu re1;h1ct,ion :!.11 pr:Lco so tlwt: ~:hey m~:~y l>o sold qt1icl;ly. In ad.di·· 

'~:iori 1 l\!.H3ocin, t!.'d utili ;;c\3 in tert:h<.;ngM.bll~ si.'.o:c<1 f j,:d:urcs to fl.\cili ta tc 
~ ? 

~:ho 'bp~nil'9 <md clo~;illH ()i! its t>'l~o~:es. i\suociai:~d' s policy of making 

S<ll<;:n 01\J.S• :f1o1: ca.sh or em. cl:'cd~tt'. 1f,n<l~1:c appl1pvcc1 b~;~.nk charge m1co1m): 

p:t1H1s has <>.llcMcd S.t l:m~thm: to <.dioid
11 

unnecessnry o\•~rhcacl costs. ' 
•; ·~ " \1 • " ,, 

Associated re~J\l:larly employs <lppl:'oxinmtcl~· onC:l thousa11d 
:: ~'~· /1 

fiV'e hill)dl:e~l (1,500) :~:~X:U. 
,/ 

cmpJ.coyri an \1c1d:L tiom.\1 t\10 

c!l1.d pn:r.t .. timc~ cmpl.~yccs 1 and scason~\lly 

hund.i:oc~ (200) employees, All oC i tl1 sales 
ii' 

,, 
pel71lotmel al:~~ P,(l.id ut Ml hourly l:at~e 1 l~nd, none 0\:t.'O paid ::;al t-lS com-

,_.(j 

= 

\\ 

•J» 
\''ii 
. ll 

\\ 
~·. \1 

roi!,;s:l~)ns. hl1J~X'Ol-d.mu.tt1ly oigh'Lj• percent, ( llO%) of Associated 
1 
tv , 

()mpJ.oyot~S are COV0l.'€ld by union CO!ltl:.act:s \•lhich e~;piro ll1:;c> varim\S ('~ 

0 

t~mes, 'l'hm:c~ \~ere c1'!0 e;ign:ificant changes in ornpl:oyeo relation's duJ:itVJ 

tho fiscal· )'01ll: ended ~'chl:uar.y 3, 1~7 3, 1.\nd l'>ssociated 1 s management 
. ~ ,. ~e 

tmnsicl.oi':o lt.t~ l:eJ.a.i:ionr; 1~:i t.h ii;s employees to )Hl s1;~tisfac:to:ry. 

~~ho b~minoss of' most of the sl:ol:oB, pn.J:ticlil<lt"ly t.l\oue,, in 

ch.o· l<1~:gar c~ t::i.ci's 
1 

invol.V•':IS int~nse competition with otlfe:r: t>tOJ:e~• 
sel::l.:i.ng siro,Ll.al: l11(:l:C~:l\•'mdiso, ino:t\\ding · clincount. and depl.\rtment sl:orliH> 1 

~poo:i.~lty shops a:ria st.ores~operato:;ld by nationai~ chains. 

l\s discus~fod under l'l'EH c3·. PROPER'l'IES and ITEI-i 5, PENDING ~~-

LEGJ\J, tmocr.m.>INGS, t1~o promises upon which Associated operate!;! sto.ros _ .. ~ ' 

in Philac1elphia, Pennsylvania, have boon the subject of c~ndemnat~pll 

pl'OC~)cllings. ourlng t;he fiscal. ·year ~nded February 3 1 1!>7 3 1 .the ···. 

c()mbined q~:onu sales of 1;he cwo stores wel:o approximately ~~2, '/Ol14:~ 5, 
\~1 'Y 

• ·OJ 

- 2 -

I'· 

\. 

,.,....----' 



M 

oJ: r.,J.J n ttn.~G~I <~pc:~~~u t . .-.~\~t hy l\~so~!i~.\ t·,~t1, 1\-l t.hoTHjh. l\st~oc:ia t~od h., 
" 

.· Hdin~n, 
'" 

/IS!;;()c,i.,\i:.CC' IHU1 Ut<l:4'1ltpl:t'd 1 1.tnd 1d.'ll. Otmtin\\n t.o a;t;t.\~lllpl:., to LU!la\l.'C :i.ts 

abiJ.:! ty t.<> c'mtimln :l.i.f. l•rt.,sent. itlvol of opor{~tiom:. ~11 th¢ Phi.J.v.dal.ph.tu 

n\ilrl.T:t.,. shl,)t~l.tl it: bo um,hJ(:! t:~: (J~\~.~inuc \:o •. cocupv l.\m1 tw.e cd.th.:>l.' o:t:. 
•, ) ;' 

!.loth of thu I'H•id J.Nm t.i.tnls. \llo\lCNN:, ~;~.l: t\d.11 timo ~1~i thcr thtl Comp<ll1Y' 

" np:1:1 A!•t'<'l<~intud J.n.· ~~b:ltl l:t' :;\:.a:t.~,;\l'il.\h 'lt~nw:tnt1e ·t:lH.\t l\rl:J\1C1i<~'l~cd ~~ill b:.~ 

c.bl.o 'l;o l.'cl\:o.in t:\\c :d.~lrt to ot•cupj' t.\nd m;"· ci l:hG:r :toc:RI:l.on on ot.hel~ 

thun ;~ shN:t:··t·'~:m ll:tf:::i.o 1 Ol.' tlud: it wcmlc1 be nhlo 1:.ll re:l.rJco.td"' the 

'.\ ;·, 

bll un ,,l·1.c {'.\) l:c·~ii.t:ln tho }:H1.iL'i. oconpimd~r',. 
''·· . ,; 

' :(n <toO.\'l,tl.on t;o oporntint:J \~11!:1 cll•d n of l.'Ott\il sto·l~(~S, 1\.sso'-
" 

,.,p 
( J.) 

,c::::ll .. l!'tn:h:l.on 0\t\:'.l.\~t. of l·~:i.c:h.i.gr.l) t' :tno. (hercdnaft;er ref;m:l:'ed to . . 
!( 

u~1" "l'<Whion. CJni:J.,;t"), <t !·li.r.higt'.l'l corporat:~.cm, :i.s n I~Jlo:tly-o\metl ~:ub-,. 

sid:i.t~l:'Y of i\n:;;ot~iatC'd ,,·llich ppr:~;·c.t~oo, q1t' J.ce\scd ?n~l\l:i.sos, <I singl<'~ 
po):ml;l!:ly pd.cccl women 1 Ll ;mel ch:l.J.dl'en' s ~<>pparel store i.n St1u.i.na1·1, ,, 

~'..::Cl;o0 ,>-;:;....- .-,, 

l·licl~~t~m. Thq store :i.s opct:atet1 under the: m1ma "I~"shion Out).ct" so 
~·~ '·'· . . 

as. to alJ.0\·1 Pashiol< Ont::tet to :t:nta.in the~ r:i.ght to uoe thu.t. n<'.me l.n · lil 
. ~ ~ 

N:i.chigan. •.rho 11to:r.·,: io sl.m~.la:t. in its fno.thod or oporntion to n majm:-
,, 

l. ty o :1: 'l:t1n 

opcl:l;~o.~1 by il. :;~;.lf'f r•l:lr<Jo~1 \1d. l..•y P<ihhioll 0\lt:.:tslt, 
"'>c'; 

@ 

'l'he store is 

''hl,l.J:,o, J:nc, (hore:i.nl.' . .Et:c:r: re,f:t~rl~ud to 1.1s "i\nboc") , an 

lJ.J.inois <lol:pn al:ion, · io a 1~ho;t.ly-o1mod subsidi<u'y of Associate,~'{, 
Tf' 

the nol.c llUflinoss of \•lhich cotlsists of: the ownership o·f cel:'tainj 
" ., 

impr~wed n1nl pl:'opert~• l.ocated i11 Chion<Jn, I l.linois, and tho leaf!~in9 

for the lill:ter'' s 
'''" . !ll 

i I:. I.! l:(;tt\il. r;t:ol:es, Anboc has 11o cmployq'nr.~. 

" 

.... ·3 -

DISC 

(7, 

,oper./.l tion of one:\ 9.f 
" 

',' (J 

" 
•) 

,, 

0 

., \'' 
,) ' 

" .1 J' -"·' 



; .. 

(::!.) £tl~:~' ~~~.~ •• ~X!D 11 t ;~]1,12~:, ~~S:' 11~'..!\Y. , .. 
Ct1l.umhin J:mnll:-nncu Comp~;u·1y ' (h~:);'ci.n<:lfto~: 

,, 
"Cc)J.\Ullh:i.~t") , <\ Nabl:a:;l•n co.q.l~,y·nl..ir.m, in u"~rhol J.y-o1~ned snlnd.di.~,J:y QJ: 

1\:H>oci.o.tc!t'\ wh:Lch (mv•~•Ja>B oc)l<~l.y in tl\0. hm•inro:ns of; <lc<?e'J?tin9 pen:-
• 0 

" C6lun1hit\ tlpa:>:<l'Lc•rJ .. ~mcJ.or il <::t;lrd.ricato 
;< 

Q !i /-';1 

rJf m1thod.\:y 1:o \:.l:<,n:HH:t: \:ho·:,J1w.linos!.l i.lf inllt\r<mca (with tho oxcc:p-

t:tcml~ ol: :U.:r:a and \:Hlo Jnn.Pl;~n(:cl) :i.r.:qu~s1 by t.ho nepurtmant, of lnslll:-
,'0 '11 

<mea elf. l.:hc St:<;~lil of: N<;~l:.lJ;i~~l~<i.. /\t pl:<:\scmt., Colum1Jiu' s .. b1Wi11eos C<ltl·· 
,., ~l ' -·;:) " ·' 

d~; 1.:~ :;o:l(:l.y o.e ·~lu~·· t\cu::opt:nnact· of .. [.;ort:iarl'(l of' l:ein:;~,J..~<ll1C9 'CJ(Il'ltr<tets 

gonol:;.;t.;Nl t:hl:ou~rh <md o:f.i:&J:or.l t·o.'cohunb:i.<~ by th<l ~0:i:hs\\l:<.\r;ca di visio1' 
0 ' ·~ ~ 

,of: N~lt:i6i1':'~ · ~nrJe;:nmi.1;y Com~~.t~,\{~. (hc·rc;i.t1aJ:tar Nfcl::r."cu to <u~ "N<~tiom\l. 
,, )'I 

Xndcnm.i,):yl''), "op or:c''l>h•ns \•lhu'n Ni.\titmnf.,·"Inr~el\\nity does lK1I:. itself 
~ ',, ' ~.·. '1,!. '' •• 

. , .. """· . . ... 
imsm:a the £\\1.1 ar.,mlnt: of; c:olti;rucJtu c.,;f:f,m:ed to it for r'b:Lnunrnnoe 

;; .-:: . •, ·~ 

by '1th"t:l: i.l11Jt\ref5. Nhen Cplt\1\\b.ku t\O!•C'!pi;s from W.1tionnl :cnd~ll\\na.ty 
. . ~ 

tl\G.'port.~.on t.1:E <l .cdnstu:o.fc;e contl:<lCt no off;tn·:(~t'\ to it, Ct~:L.q;mbia 
'~ " 

of: tho st.andurd o~1h\l\lissi.on 

:tnrl,~ll\td.tl• a comN:i.s:Jy•n of onr:··hal£ (l./:.?.) o 

appl.ict,l.Jla to such llu~inoL>S, \'lhich stnr:dal:'d 
~ I . 

porcont: (H.) on "p:r.o
1
· J:f.\tU" b\1sine~1r; an('l ten 
\ d 

l1eJ7cant (;1..011,) on cc):t;lin "ox coso" b~1,nino~;s. ln cotlsi.deJ:ution of Colum­

bia'::; pttylm~nt to Nat:;i.l)nal. Inda\\\nity of S\\Cl; commi1:mion, t-1nt:l,m1ll 
·~ ~ 

Ind~mni ty •nnna~es tho bookk~1apin~1 nn<1 othor int<~~nnl t<l'clnlic:al a,f:l!<d.J:s 
~' 

" 
of: Coltn11bl.n. 

lWp:r.cl):.i.l•lt1to.ty 99.95\:: of the: ut1mmon n'l:ocl~ of Nnt~:i.cmal Int1tl•.n­

n.l. ty :L$ CMnQu l'Y llm:l,uhl.re Huthnw<•Y, Jnc. (herc.i.naf.to~ rcJfcrl:<HI 'lo, ns ·· 
" 'l: .. 

".(lcl:l~~~hl.l:'~") , <.1 ~!M;!Htc!m~;o ~til cm:po"rnt~.on. i\l th9\1hh •~n of: l~(lbl:'t',j:ll:y 3 , 

19'/3
1 

W<U.'J.OU B. 0\lf:i(l'l.i~, i:l ,.h\Qmbel: o£ his immeoiui:o famil~··, the Coln)').1Al1Y' 

" 

* P.rior to DoccmbeJ: :~6, 191':),, the· name of tho co:r.poratlon wns "noi.ns\ll:­
ance ·Corp. of NobJ:W:lka". On tl\nt dat:<·l, p~n:::;mu\t to the lm;mimouo con­
sent. o,f: :L t~:> cll.l:r::ct:i,lJ:!l and jd:s sole ~lhtlreholdo~, Olrticl.as of nment1mtmt: 
to the m:t:.i.oleo "of: inco:q>Ol'i\tion o.r:""J.noillsu.t'anco Corp. oJ: Nc~riinl':il \~oro 
actopt:cd, by '~hich .th(: name of t:hat co ·porat:ion \~<IS chnnqr•d t.o "Col ur,1bi.a 
Illsur.:nwc. ComfJany" • . •rhotll.l <l rticl.etl of <U11ondmon t \~ere J:i1ntl i:or i'nc:ord 
with tlVJ f.;cc:rctmc·v of Statt\ of Nebr<H>kn on J)\:.'lccmhcr 2U 1 l\!72, nnd hnve 
b0\:.111 lll'lU:ClVOd U)' 't.:hc i)t?.).Jill:Cil\CI\'l: o£ :tlll:.l\lr<UWC of thO St:ULU "oJ: n<.bJ.'.!!~l~:\, 

•. 4 -
1\\ 
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(~, ... i.~ 't'J'S"!-\ j~ ~ ~··~}\\\l!N~';'' .•· qn f,lJn~'tTJn .\H,J·~S (~H<"f ,.'.r:t;·~·l l!> / l))'HEC'l.'0HR OF' ... -, ........... '"; ...... -... .-, ..... ,. , ... ~··- .. ~~ ................. --4·· ' .... ,., ..... , ... _.,_ -~ .... \ooo·---,-·-,_...-........ ____ .. __ _ 
13EJS:~~:::Ji.~:;;:) , \J<Jlh Nr. lh~ H<1tt: <tml t:lw Ce;n,p.•;.nJ' cU!.icJ.<\.lm. S.mU v.i.rlul.\l. nnd/or 

j~t.i.nt c·ont:n;J. ol! ~t?rJ;.~;l!i::a, un.d N<~t:i.mwl J ndnmni t:y ~-n no·l:: ob:t.i;:ratecl to 

ot;1;c,;~: nll OJ:' ,:ny pq)~\:,j.on af ;my l't\1illflUl:Tl'lO'~ (:Ollln:•\ct t:o CoJumb:i.<l.. 

"' AcC'N'o.~ r:'\:·l~· 1 Co).\\tilt::.;, crm1~t't: ··bo ccJ;t•lin th.:\t: $.l: w.t:t.l. continue to btl 

pl c,-t;,.~Jy c>.o):'~'\'~~~!lt: uprm t:h>:.' cmn'l::i.num,cc of :ti:~; buf:j,J1c•ns m:-l:nn\lt:'l\\cn\:r; 
~ ,. 

'"''"! .. ,- .... ,._ j 'l.• ~<N '' .,. ,·:.",",.l\,'.•'·' '• '.1.1: ·.~1' 1 '\·\~--~1.-i, !1",,r.: .,-·_, 1 .,,,_,.,,,_,., .. ,, ..... " -1' > '"' _, ' 

•rb(·l Compc:ny t;';:~J.ic~Ycn t:lud·. ~.t.s 
" 

0 

I.\11C<) 1-r:i. th t:l\(1, l.'Oq~\il:Clo\Cnto illlpO~iOd \\POl\ 
. 0 ,, ,, 

c.oatrol~l .. 

b "c. 

or,\o:t:l\ \::lonG .)lUVl thOilC t)f 1\.n SO­
f£) 

~::i.mJ)s bt~cn c;pnd\\Ct()cl i11 a.cc:o:r:d·· 
.. ''\-

-l:hclit b~· tho :Codorul 11t\g~~··p:d.oo 

<::r' 

0 

Tho C:'lmp<uw ;'s J;~d.nm.r.y ) • .inc of 'bus,i.no!;lS" Ct)6nd\,otod through 
u ' \; " . ,, ,· 

i i:~l n S\\bSiditi:CY I ;:1\ssooi;;d;Nl) :i.n i:IKt r(j}trt'il S<llo. of ·\~omqn Is . c\lld ch;.lc\roq I .F-·,)· 
" \> ', • ·).'( ' 

upp;a::el.. !.loth pd.ol: tr.• t;ho !:'luo<~l year c~ndcd Jlli~Ur.\1.'~· 2!:h, 'l972 ," uf\d. ., 
· 'o ., '' !\ '"z~ , 

cll.\:t'ing t~ho ;t;':i.t:cn:t ycm~ .:,c-~;,c~(~d l?llhr\\ll.l:y 3 1 1:1'73, tlH•\t: line 'ct · b,,hoin~s~-:~ 
" .') ,. 

ptn•t:cnl: 
" ~ 

--.. !. il'lg thu fiSC<Il year: cn•lqcl Jcmu~:>~~y 29, 1,0'1-2 1 t:he 1:cins\iraucc busfncr3s ·, " 
,)• ' .;·~:·~·. ,: 

of tho_, Compr.my' o 1::\\b!d.diary.' s ~noonsolicl<->;t:t1d innuranca sub::;id'inr~·, " 

"' Cqltunb:i.u, rcprc:><mtccl .<.1 socond :mch line ol: b\1Sil1ct~s. 

-~ 'l'he follol·{~n(_( t.ublc :i.ndica"t.tiR ·the pe;:ocmtugcs of (1) tot:ill 
9 

":>ll.).ns and r.~lV('l\tHHl; 1.\ll'l (2) ilH~mt\c (o~· 1C::3:;) ~i~r·~rc incq,mo t
0
.n>:c9, 

c ~ 

f.)qni ty in tW.l7)1ii1<JS cr t:.l:fil.ilht.cd C!Olnp;mi.c~1 ,,an:l C)(h"<J.Or.dil'Hli.'Y it\ClTnS' 
';) 0 • 

QU;d.).>l\1:!\!.llo t;b C!l~1h :•:L·t~h line or btH>inN·.r. d\u·intl' Ulc llwt f'J.\10 (!i) 

" 
5 ~· 

If THE AIOVE I'AGE II LUI CLEAII THAN .THII ITATEMENT, IT II 
DUE TO 1'0011 I'HOTOGIIAI'HI_C QUALiTY OF THII DOCUMENT. '·, 

" .,., 
> li ,_ 

" 
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i; 
::, 

3:4;!.\·n;\ oi· l~un i r/nr~H; 
..-~ ~., .. ____ .,_ ....................... _ 

.:J t,l\\<lll:j' 3J. I l£1 Ill 

.:l'IU!.\\<.\l:y 30 I lS"/l 

i~lH' )~t~1~td l r·'"J ~~ o·t' \\'C"r~·~\"1 • n 
c~nH.1 "t:h:i.J.d~'"f":t1 'fl ~1-ll't"l~·u:cl 

V'..., ..- • < ,.,._ .. ., .. -,..,-.,.,.,.,,,·., "" u.,..~...,..._~,..,,,.n.,. ·· ,,.., .. _..,_,,. 

, fH~l\,\:t;- ~,,(lc1 

l."c:vrm\\oo 

'll n t: ac-m;qJ.­
:l.dutncl 4.n6otni~ 
(or 'Lm<h) b\~,.. 
fc•ro ~1 c·<:lllt~ 
ttmc:o·: ~··Juit:y 
;ln O.t\!".~rl J. nttt.{ 
o:l? a:EfiHid:od 
c:omptnr\ <~;:;. tlnc1 
c>:trnt:iJ-·.dJntu:-y 

.,, ''I-'''"'~ ( . ) ~- '~ ,.\ ,JU;'CI q 
-·~-.. -·_.....,._,.. .. ~ .. --....... .--·--~--'!'--

~ 

lOO~ l.O\l~ 'o 

100;'; ltlll\\ 
"~ 

~)\), 7~\ 99.5'1. 

97.1.1% OO,!i'll 
" 

rn:i.n n nr an ctr: _ ...... _...,_, .. ,._.._. .. _ 
Sr1lC.H·: ar~(l 
X'O:\'C:~l\\.\ClS 

\1 of connol.·· 
;l(lU tl;t1 .i.JmeJl1\P 
Jo~ llO!>R). Pl<'" 
:Eor<:: 1n.;;~l:•lo 
'ti:~l.X<'£1 r (~~ i u.Lt:v 
:i.n ClJXn,i nqr> 
c1f 1\ff.il:l ,rl:.\~~·1 
comp<m:i.os nnd 
extl:'ao?:ct :l~H\l:\· 
Hems ( n) ____ .. _____ .. ___ .......... -

~ 

0.3~. 

(b) 

(l:l) 

.. O.!i'J 

"' J .. 9 .si 

(b) 

(l:l) 

PabrQary 3 1 1973 ,U.8' 97,31 4,21, 2.71 
j ' 

Inc:w\1\~\Ch o.s or.cll' l~)~ri! of Lws:tncmw invo.lvo!l one ancl only Ol\o class of: 

"9 Jl ·:v· . '"' '" 
• II . r 

sini\l.l.m: p:r:o~1\1t:!i:.f~1 ·~hd/or se:cv:tcJos, tho_ -pa:r:cCcmti.\ges o. tmme:r.(\tml f.ot· n 

lil\~'1 c.,f ~~n!.$.r,~~.•l!j/ .::..l:l:l "''-JU•\D,y mn:l.'(.~CJ~ fox· 1:h~l roupcctiv<~ ,c:l1~m;; ilWC>l.Ve<~ 
t:hol:ct3.n.,, " 

----·-------·-----.. 
(<\), '!'he Comp1my has no clpel:ntiom;; other t:h<m thomo of Associ<\tod and it::;; 
subt<:i.dia.rieiq it:n l.oss ).1o:-f.o:r.e j,nCQh\e t;nxt1~1 ~1.nd exi:l;;~or.dinary items lHw 
boon ox9l\ld.~1<1 in comrmt::i.n\1 th<.'lso r,•ero~~ntw:JCll:l. 

(b) l>riol: t<~ tho Hscal ~·em·"emled \fl.~i)uaxy 
not eng<.\go .i.h th~l b~$;1 n.:.\ss of l:c:i.l1~mrnno.:.1, 

it 
I! 

'·' 

"" ,, 

" !), ~·· 

- G -
E:·i« 
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30 1 197':li11 the Comp;iny did 
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A. 
c ~'i"' 

''S\'ll""'"l""' o·~ •"<l·r·"'o1 i d·•'· 6 •1 ooc'·~-'-·;ol·l" (;n ·"n' ou"-nd~ of dol 1 ~-.,)· " 
11 . r~~~·:· ·,;:,_..:..: .... ~~ .. ~::... ~;·":'=---;..-::..:.~ .. , .:.... ~.. ·~c:-_ _.,2_._._ .. .....:... .. ==;!_ 'iff' H 

\l 

D:i.V:;,JJ"r:i fiad Rctai.J.i.ng ComE'an>_'', I_nc. <.l.nd_~tlhs_i_din:="'' i?J 
~-··--,...., ..... ---·- ~- -- ,.t.., "~· -

-~-----"" ~};~l_;,:_q,;1r ~1d~~·:_ l.,.--~T-'"'\ ~ 
J:"a.ort.1.ur:y 3, J;.,anu.:.t:::y t.."'>H, .J}Ant'.~:q;-\y JL}, .:.r~tt}l~~·y .... 3::.l.t~ l".lnFc;;.ot:l.'t.'it';/·· · .·, 

~~pt S·:l.:t.CS 
Cbst of ·;oocls sold 'll 

IntCr.·~1ot ~nd f-inancing cost,~·,·~ "(ft' 
."_.Ta:.:es on incom~ 1

,. 

Z~~ni~gs of continuing oo~~~tions before 
... ' ,,• : .. +·r.l .. 0.:; ,,_,"1."-0"1""1-:._..,_:,*',.;n ,.,,.1 ....... -;d· ,· ~ .. ,, ~ .... .!. ...... :~ ··- ... ~ ,. ....... ~ ·' •. ... .~ ....... ,.., ... ~ ,;, ......... ·.... .. .. a.,. . .t 
c:.:1d c,.Zfi1iatoc1 cc::.tpa.nic;O ri:.~1~l C't1:~D.-
r.lrdj,nal~'/ itr~:1\ " 

'h- ' ~" :. 1• "·d~ t ,~,.,.., .. t'~-". ~ ·. -~\:,.:r.: n.~~n..,.,w .... e a \-e o t,- .. ~ ...... ~n l,., .... lc~.·- opern 
tion~;. loss. applic<J.ble in.como. tuxes 

Eq:ui ty :i.~l earn;\,ngs of.. \1~lC~)US"::li.c~n:t"::d 
·-~~ \.•b;?idit..J:Y' 

!:qtti ;l::l in co.rnings of aff i.J.i :.:.·t:ed com­
pat~ie~1·_, ... 

l:;}:.trn.ordinary gain (:toss) (a),· (c), (d) 
ii~t earning·s 

Enrn.intrS ... P9r s!"l.ar.e (b)·~: 
"- Darninsrs of continuing op~rati.ons p~fo1;e 

equities ''in earningu of unconsolidated 
subsidiary and affil.iated companies'' and 
c::ttnordinary item 

:8.arni:1gs l"al~ .. kcd to di.ncont.~nuod opera­
tionstllass applicabl~ i~comc ·ta~~s 

EquitY in aurnings of unconsolidv.ted 
, 111 

subsidlary , 
Eg:ui.ty in earnings o£ af:filiatod com­

p~nios "' 
;:;~::t::<~o:::dinary gain (loss) 
Nat earnings 

·!J· 

Casl;l dividends per share 

l;l'i'3 · '197:?. (e) 197J.""'(a) l9'l0 (c)'.,
1
• .

1

! l'lE>9 '' 
"--- ---. --- ;; 1_ ... , 

"' ·$38,!!.1.{ $sa,s9s $39,;n d~,J.l3'' r' 
(~ ~5, .. 12s zs .. csn ?.·6i'Pl~ 2G,4<~~3 ~.t,_j,·,.·\ 

6.37 . '6'i:3 64~f:> SGS ":!1 
E65 617 .. 1,231 1,301. ~ 

59'7 

955 

1,173 
. 193 

2,!H8 

,60 

.96 

1.17, 
.19 ,. 

2,92 

~pne 

D 

577 

6.21 

•i29 
(llLt) 

:t.~sfis 

" 

.s9 

.62 

.43 
'( .ll) 
1.52 

None 

$ 

1,247 1,017 
0 

403
1 

380 ' J.3 
(1,3J.9) 

1,720 11'1 

,;, 

1.25 $· 1.02 

.40 

,09 

.38 

1.72 

,, 
" Non'e 

1 1 99!3 

$ l. 2.4 

,76 

" 

0 
r:J 

" 

IF THE ABOVE PAGE II LEf,S CLEAR THAN . 18 
DUE TO POOR PH01'0QII "HIC QUALITY OF THIS DOCUMENT. 
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l/3-·!:C··l 
- ,, 

:t:<·nult(·d from 1\dd~. t:Lon:<l 
·lb~;i d.:L::u:" l:oi~t~~::t:Qd to in p~.,')te 

.l ''% 

u:l) Tiw co1:·.~~i.l.m:,Un:·xv \>a:i.n tu:·: fis<:i.<l J!)'/3 l.'t)m:lt~Cd f:l.'mn l:lu.~ t:nxnblc rrain 
n14 ~n n~~cl~\;.,~t.\JC. Ctf }!l":'-~Lo:it~Q!.f~- at\d is :-;~_lO\·~n not. o·C ''$03, 000 o,t ineomc. tuJ.:as. ~ 

1, ., ' ·_, ~ 

k) s~~hr,\:cd t·q n.,;Clm~~ n c:ht:·,qt! in 1.}}73. \:o the equity n\cthod·•·of; <~<::count-. 
)'llt'/ '!"~-;~ ..:,.,, .... ...,,.J¥,'\('''~~ .... 1'•1 ~:..:;;...,-;~1~' -'-(•-" C'.O'.l'•l',"·t'"'n..r.::, .•• -.~.., ...... ~... ·'-~"'''- ;:.Jh,u.-.. ... .,,.,, __ , •-'- t;.-.. J~~~- ,.\~·.L ·.1,;, _J : ... ~ ... 

\\ @ '•b 

\, n. " q.~,, ... •··c·l''' o: ,,,~· ..... c,'l ·i unt'"tl ae·'it:'lc.mni '{?rdd-:tn 
~-:.\.:: .. ~-~;. : .. '.;,..-~:.~--~ ... ~ :.'-,: . .:.~-~.~.:.., • .j,, ... :.. ... .,.. _,_~:. .. _.._ ... " \ .. ~_.::...-1"''''":..... ~~~ 
Ct\l.)<t·.;:.J H!~(' ·,.· :_"'"1'.!.: -~)H~i ~:, ~·:.'::.l..l'h;-.(.i. :Lll ·~hi1 k)\U,_1:lih1S!l ..... _ -~~ ...... ~.,.. ___ .. _ ...... ,_,... '--~ --""'~"""'--·-· ...... --·-~----.............. --~~·---

11:i.vc::c~i.f5 t".~ R~·tn:i l~l.l'lq COn\l)\:~'lY- ~- Inc" .. _____ ..... _,_ .... , .,... .. -.. ~--.~·--,. ....... _._ . .._ ______ _ 
nnd St'\~~r~.i..~~.1Jit'""\~ ,, 
-·~--·--~-~-----!> 

J;'ive Y<<axn .C!H;l~d ~~.Cbl:\l.a:r.y 3,, l!l73 
"' " 

(in tht>Usnnds of c1ol1<>.rs) 
' 

cnclcd 

.,, 

llal;~ncc ~\t. .1amiln:y en., l!l70 
.. ·· Net ,;.;xnin\JS .f.ar tho yea:r cnr,lad 

J'<•l1\\ary 30, 1971 · .. 
Ut'lr~ar.\l:L::;ocl ll}"lb:c:t:~cj_t:i..t.i.ol' of )'1:.,.~-~):etabl.c~ 

SCC1li"it.it"!:: -of Un\;'!t"~t£~1bl.i(i..r:-::c.d ))H;\1.:t.'" ..... , 
"(l.nc,'1 ~\~.1:·\:,.i.Q.iahy t:::i. P~ss.oo~ c-t;;,~,i r~c·l~Ui:i .. 

c-~·r)'-·P·':-> , 1,,... 1,·4t''' 1'~"'""\r·~~~<:-!,·.~-~ r.nr. !ll. ,,, ........... ,, ............ , ..... ___ , • ...,-...f-~ •• , ... ...,. ...... Jl'G..\~ ~r 

<t·,-·)1'•":1. "4 '''"')0 .;:\, - -~' .,_ 
JICI .14 ~•.;\,~>tl,. l..,,t_.,.._ .... ,;, .'-' 11 lfi. 
,/ 

.:~· If.; 
n~·.J.u.nc\"\ ~~-t·; -:tr.~.nn'~-<.rry 30 r 1~71 

1\izd:::z:~,p_.:~~ .. -·f•'· !~·.:s i!'~:l: t.h.t.:t ;; .. yc:~r cn.d.ed,.;V'> . 
'Jnl1'C:4, .. , .,,, l"'J'f' ·' r ... \1cU.:\ ..... ~, • ~. :.:;, 

t~' 

I~ 

.'i 

;·, r.t '· t'0 
Re.vg):-.sal of \lnrcul.i.:,:';cCt ·apJ?~_ccJ ::t,tiori.2 

c of.' z,m;rkc:t~tbJ.c sicurit·icw m; 1l.l1con::; 
solidal'.Nl ins·U;r<.tnt:•~ subsiclial·y of 
·A-ssocit-!t\"":d j~e.ta:Ll ~~:tO:.·hc r I~lc., 
lesS proYi.~ion for i.flcpmu th:·:cs 

• c • • 9 

i!la-l:mcc at ,Tanua~:y ':i!l, 'lt!l'l:i!?. 
\\ Net carninus ,1l9if the )•t;tf:x 

E'cbrua::y· 3, 1~~~ " " ,, ' ·?, 

llc\J l.l:n<~e at F!'bruu\ 3, 197.3 
n. .... I.\:;; 

, __ , .~ N;:;;,f{,'' ·---- -'""~ 

" 

o 1\c1~1j t~ onal 
paJ.(\··:u\ , 
CR)'i t;al. .. __ ..,_, .. _.""""--

, ... 00°'0 
'l>t.'r 

6,000 

6,000 

(j, 000 

--~; .. ..;...... 
" G,., 000 

""$(; 1 (l Q() 
a.c.-'*"'-t~"" 

Earnin~rs 
rctaint?.d 
in" tho 
bu~iincs<S ·------

$3,654 

114 

• 17 ' 5, 7GG 

1, 720 

(38-1) 

9,002 

21.218" 
$11,920 

" ~-.u.·.;..;;~!.::,lrc: 

IF THE ABOVE PAGE IS LESS CLEAR .IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Nel:ct•.ntil,c:; l3unlc and ~\':t:\lSi: BuiJ,ding, ~ u~)pldn~ Plu~n, l:l<tltiHto~:c, 
=-- -~·~·- :::: 

.,-;-- -,• ,o\, 

Mm:~•Jtt,l\d 2:l:Hll r in ~~~lioh fil':hl ~obc:t:t H. Golttmun, the Pr0~ic)tmt: of tl{t?. 

Cc:mpzmy, is u pm:t11or. •rho Co:•tp<:ny pnyr;; no l:1'ont: J?or the said o_:!),f.ic:~;s 
() ~~ ~ ., ,, 

Ul1.d r p>:c:~;pt )'Ol: C:r.ll:ta.:i.n legr~l !ll'ld )J(lOkk~r,)pill<:! <J.Ct:i vJ.ti<lS, Clnl.y jlimi\:C<l 
-d~· i! 

B,. i\t-H1t.1Citltecl not.t-'t.il S·\:or~u~., J:ttt1, ___ .. _, __ .,. ___ , ____ ,, ..... _,...__ .. .,. ___ , 
' The stor.~'s opcl:c\ted h~' •\Ssoci;:.,tod (sec J:Tl~.:.:H:...,;;l:.:. ·:.....·· DU~f!NlSSS) 

·-- ... _..... -
.'. ~! ::: 

l.'!\llt;JC in s:Lllc of. floor ar·ctl f;~om l~i)pl:ox:i.r.1,d:t~ly t\.;~) t:housand ('2, OOOk 

" squm:c f:eot, to ,;\pprOl:il.\ately f:ift~· thousu1'id (50 ,000) s,quarc feet. 

'l'lHl' totu:t floor area' of tdl off' the sto1;as is nppl!'o~.tm~tels ~1ovcn ,, 'il'' ' 

hundl:ad o:r:i:ftY t:hot\sancl ('150,000) squ~:r.·e feet, 
-. '·' II " ·'.' 

J\st·oc::l<~ced 1:•\,•ns i.:h~ l<:md and improvemeirts of onl:i' five of" 

its ,;:;tore locations,. nll of !,~hioh are i11 Chi<~ugo, Mil,vauke~~ amd 
~ == 

Philadclphiu. On'e ·C>f: those locnt~.ons, ho\1c\•et·, is th0 subjcclt of. n ,, /1 

' !?~;\ding condeJm1;J~ion proce~ding. 
0" ~ 

Pm\ll)!N<''!.-t!~~c..R~CEl~p]}!ge_ • ) Its cubsidial:'y, lmb&8', 011r1s the lund 

and imprtwamGnts of OlH.l store location (in Chicago), which pr.cmises 

are leas eel to 1\ssocir..tcd fol~ t:hc latter's ·· OP,(;::CC\t:i.c:in of a tltore, Assr)..: 
0 •;' I' 

~il~i'tcd J.~~ast>~~-; its l·:q;~l;,..i.l'ling· ::;tort·~ locO;ti.t)n;; '~ £~)~·~, ·C(·!J:nu; t~~-:p:i.:t:illg on. 
"".b_" 

dut:cs f~cm lst'/3 tcJ E;s 8. ·Om~ sto~:(~ 1 ocal:~.tm in la.:!.~H~d e-n a month-l:o:. 

o'· <mr<uul rn:l.nimt1m ren.,t<i'l paid by 1\.s!lo(:iated for the sto~:e lot:at.i.ons ~:hich 

it leases is <li?J?l:OXimately $1,45o';ooo, Nost of the leases, however, 
II , 

provide fo1: the payment <.?;~ addi tional• re1'1't based upon the volume of 

.. sales at the particular location, o.nd a fe\~ pro~ ide for th~ paymentt'= 
,, 

by Assocint~1d of appl:i.cable re.ll.l estate ta~:es and/or ot)ler (:xpenscs. 

~, 'rim 'furn-it:m:e ancl. J:ixj:urqs utili;~('<cl in t'.llCl !3tN:e$ .a.r.e nt;nnctm:-d.i.::cd 

and, i11 the t'.lpi.nion of the Company, ropi'•~scmt ~~ minimum in vel' tn\en t. 
' 

:!! 

= 

0) 

0 

; !i 
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n, J.f.17J •. 

h.:\~~ l:\i,<1 .• :.· lto t1,\"o·mi~1-~1:imt ,,f-l,i:o wl~r!IJ~<:-:1.' t;lH; lonnc l'lill bc1 J;cmmccl. 

'rha \,·;u,;lww.;<-1 h,,:; n flo<.>x· m:-en Qf <llJi~J;c;-:dr,h\t('l.y oi£rht:y tltollfili:lnd 
'· 

(00, 00(\) tlCjl.ml~C f.cot.. (\.U,O(!:\..:\t:cd le<ttH?U tm m1c'lit::i.0lli'l.J.''1 l:I,'Ol.NC< l::hO\lSilnd 

(J.2, 000) r>•;~\;:n:(; f~;<t c,f' fl()C:>l; m:(ca i.n a n~m·i:iy building. 

11m\ o··•n..: 110 .t:<\L1U$tl.r~~'i nJ.l of CoJlmbiu'n <\<?1l:iv;it:ius m:c: conduc:t<~d ~~~· 
// 

h'a:~::o:ct\ )~. l3uffutt·., :i. t:n P;:·..:s.i.(~cmt '11H1 the Chtii:r.w:m tlf iht• Boal;d 'of 

D~.rocto 1:s, f1:om his o.:C£ioos in OmiJhn, Ncbnwkn. 

, .. 
' 

P l':.l \::l~ ts ··-------
As. of Fcbrunry 3, 1973, 

·the C(~mp•·my's ~~tmm\<~n ntclc:k.; ~'in>t Httnhu.t:tt~n'~:c;o,,._ 
< 

" \,-_ 

,.) 

(of. \~hic:h David ,S. 
' .. .. ; ' ~ 

,, 

l:c~c(lrd• t.an p'erqel".lt Gottcsm<lll l~t.\S and. i:3 uq~nt~r~l purt:nc;:·) hold,-,. o.:f! 
· · - cff < !/ 

1\'hcel.ci\: 1 l•!ltl<gcl: <mel Go. (.of which Charles 'l',. 

l•1l11HJm: 11as i.ll'ld ir, u ~Jene'1:'Cll pal:tll'bl:) o1mcd tGm percent (10%) of tlhat 

" !i 

'<!:l st:~)gld and St\IH'd'l •r. Buff.utt, the upouse of l\'aJ:·ren E. Duffett, o\med 

tl11:e'" pur.ccnt (3r.:) o:E-~t:lwt stock. (See B'l:lil ll. PRINCIP.r..L Sl~CUlU'l'Y - - ·-~-

0 

B. fJIJb>iclitu:ics -··-----
'l'he Company owmJ one hunt.b:;i,d purccrit (lOOt~ of the 

nnd outrJt<:nding vot;i.ng :::ocmri tit'ls of its sub:Jidi«ry, Associated Hetail ,, 

---·"';')------~------ if 
1/1 !1 

* '1'h.i.iJ . P~E,qcntt!gc \•as co:nputed wi tlwut tald.n~r intl) account l·lr. B,l~f:f:et' s 
··~ intaxci:;t, iJ:S t:J~u;:rl:~a Ul"i.dc,J; v.nrio\ls trust 'inst:J:umcni:s in cer-l:a:i.l1 s.harcs 

of tJt(' c;;om}:H\l'lY 't; t:~omrl'c'r) · wi:o·ck, aY:.d hin inL{.~rcst in. ~t:.:~.~1~i.1in othEl: tih(trt::::. 
oJ: !iUd1 utod:: <ls a :r:ocul. L of ttto i;\1tt1rcnt in tho:Jt~ sh,,rcs t>t" a mc•l]<bcr ·· 
of. J·t.~!J r;:uuily. r.cc I'l':~l-t _11. Plrf.NGTPJ\t, !lECUJ{f.'P.Y uor.nnns ANI) r.r:cor-:J.'ir.Y 
~-ror~;~:lJ.Is~:-=i or .1.,!\~~::!.!l~!::~H:£ .- ··~--... - -· ·-------__. ... ____ .._.,_~--

,, 1.0 -

'DISCL8URE 
. >.;"'·' ' 



!\ 

' ' ! 

t /_~-

~ 
>' ,,-

! 
I 

I 
' " 

pv:t.·c:,•nt (hlO!I<) of· tho isnuc<l <.~ml 'o\lt;;;i:u'i1tUnrr vot~ing occud.t:i~r; of i ·1:ifo 
if '' ·~ " 
'· · tlu.·t'(' S\fln~:i.\13-(;\r.tc~~~: llnboc!, l'm:. , ;.\h :rl:Ullois oorpm.:~ tiel\; r.:o:Lumh:i.a 

il " -

:~m.:ul:mfcQ Cnll\pm•y 1 •~ Nt'bl~o:~slw norpoJ:'ltion; f}rlll Ft.1uhJ.on out:h11: of 

Ni<:hi \filln 1 rnc. , 1:\ l•licll:i gnn <:on:K;::r~ 'd. on. l\sf'1~lcint.o(1·; _ Anb-~c· m1d l7o:~shil':ln 

Out.l<'-~· <.1;ro inol.uck•d S.11 the conso).idat.N1 f) r\:'ttnc:i<vl. ~:tu\:omon\:s ol: 'l~lv?. 
•. -~l 

··:/11' 

COl\1)11.\rtj' ~- In i:\OCOl:dancl: \~i th lNlt\ -1. 09 of 1\t'il,\JJ,!l{ttb,(.Jl'l S··X, p:>.:Oltmlgat:C)d 

by tho St::C\.'\i:lti.Cis i·l.nO Bxchangc Corrn:nissiOn unti(Jl: ·-.1~J,C-''sec\it':Lti<~s E:-~cl.l;i!fq~~ 
,, 

" 
l'.s oS: li'C.brum:y 3, J.S 7 3, l\s10oc:i utod benofi.ciulJ:y cMned ·"-

·., .. - . " ~ 

0 

f) () 

nfl:cl: rcfc):::~:·od ,to as "l~ltw Chip") , a Cnl; £o1:nia c:or.pora'bion p Coh,mbiu 
' -' - _,_,' ' " ·~~, '• 

bencfi.,:i<ll:l.y 0\-~Uml appl:m:imai:oly I). 93'1i of tbnt si:clclq and j·lc\~-,;cn E" ': ·· 
'-' ,, ~~- -;, 1'/,. \ 

;;~Buf::f:ct.t.a ~)~mtlfi.dll:Uy O''illtH.1 npp:cox:trnatGly :LO. 85\\, of tha"\: stool:. di1 " 
' \.; ' ' 

"' that dat:c, th'! .,J,enefito::i,a:l. otmcrHhip l)f thnt: sl:ock by't•lr.. Du:t:J:ctt a11d " ' '' . ·. \) 
I' '-.' \\ \1 

his usuociuten, :i.ncll'.din<J hstm(d.nt:"'d, Coltunl:l·,ia, Nai:iono.l Inc1cmnity, 
' 
Na'~ion!ll ~·ir.r• and 1-im.::i.rie Ins\\:r:ll.nC!;! Company (a wholly-olmnc1. l'mbsicliary 

c 0 

of Bm:l-:;shiro l , Cornhusk~r CmJuaH:y Comp<m~r, Lnkeo(l;Ul'!d ~'ire o:~nd Canu-

"alt.y Company, 'l'c>:D.s United Insu:n\nce C01)1p!my and 'iJ.,:>me il.~ld l>utomobil.<l 

' Intn\)."<mce CCJl\1pany (e<;~ch of which is a lvholly-mmecl sttbsid:i.<~ry of 
. - 0 ' 

National lndemnit:~•) a<;1g1:egateu npproxim::\\:cly 46. 76,,% of'' the oo11m\on 
" 

st~c)ck l1f lllnt~ Chip. . ..:r~ a&h tipn, \'ihcelc:.::, Hunger & Co. '(of which 
,, .,.... ( " '-, 

Charlo<• '!', 1-ltmgcr. is' a g~'lifl'.lral pcu:trt~r) lM!;tec1 bendHcittlly· on that' 
; '" . "'.,, "'~ 

dat;,, appro:d.oo.a:L~.,-J.y scve>n -j~erc:cn-t (7 (.) 'ell: th<l't: r.d:ock, anc1 David S. 
• " II " · ·· ·,. . .· ll ~ - ff ' ·. 

'-''· Gotct'sm<~n, n gcmt~fa:i'. ;1~)'-,,d:,nex.· ,,.or J"i.nrll<J t·1unh·'l.t;t:an Gc),,, o1meu bdnafi.ci-
··.,,.-,.~ ~··~·r· , ~~. "-r. . . 

:' ,. 1r~W/ -:;~~f~:,_,_ - -. -~ 
ally substaj)t.ia~~f~t-· J.c-:?:i. th<m nne• 1?'1l·cnnt (1\il''•.of thn.-1: st:ocl:. 

1, ~"' i!I~W \'-

Comp:m~•, !•!/ llu~~:ct:t: .:md .each of: his sli:i.;J associ~d,:cs, ihteGJ.er, 
~ ~ 

& Co., .and t~1· CJottesman disclaim indivic1~w.l an(l jpl1\~ control 

Bl\lc Chip. 
,~ ~· 

1.l'hc 
. .::~;" 

M\1pgcr 
!k·. 

of II . ,, 

1972, Associated O\~!letl 
J 

npproximat<7ly 
j 

stock of· Thr~'f:t1nnrt, l:nc. , a 

- 11 -

. " 

•!) 

v} o 
, 'I 

.. 

\ 

' \ 

r' 
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,, 

0 

0 

., 

.ll.l'-:-~.('J,'t'lt;'',· ,lll '.1'(!,,,,,·{f<•,t''-:~,-:-•+- • -rllC ··,.: o· ·J" T:'••),,~,.l .. ',." 3 'C)''3 ·• • -- • '' ~ • "·--· '· • "-·' .. :,:. .... u .. J 1 ·'·' I• • 

. . . 
of \:he ·co!\i!-1\0l\ otocko o.t Ec·r)~_r;;hirt~ 1 a HU!HHlc.!ht\set~ts~· 

oorpor,<ti::i.nll; J\!,lSC. : (..t1 <:.\>•11) ed bc•tw f:ic :i.a(t~·:l' c.pp:r:o~::i.u:),at.eJ.y L 5 '7"' of th.al: 
h\ 

s\:c:.:>(:k; n:-~~1 C\.~J,\11,-!b:~~ .. u~_·Jt:n:..:.rl bont:..fic:i~rJ.:t.l.~, upp:to}~ima·tucly 4. .• 9'/t~ <.)£ \·.hat 
,, ~-,•' 
I• •~ 

s·~or:k t In nt~~1:t t>iun I t. 1H that c:ltd-:.<-·~ ~·hu:r:c:;n r~ ·- Buffot.·t and S\Uii·tl'l(i T . 
• 

. u 

33 34 • ~,.,.; ~pl~rovl' ·u····,•,'t~> ')'I< I· of: '·J·t~,·- ··t--"1· ' • ~ '\;1 C.l.O.J\o\ -~.<, 
1
:•- ,.,.- ,1 (~I,.. ~••,i ,... f _. ·~ <> ~ t.1."' 0 .,. '-·•'- • 

'I'hcc cmnpany r lvmociatsd r 

" 
, Colmnl.lin, l·ll:. llt\f:Cett ;:md l-!rr, ,. B\lffct.\: cU.::;ol.<:~:i.J•\ :i.nd.i.vidLmJ. anc1/or ,. 

r•rr:!~ 5. PE.i.'l":f.l1G :t,1~G)\), Pl10CBl'CD'fNGS. -·-·-----·-... ··--~---~..- ... -------
0 

"" . .._ 't--'~ 
J:out.inc; :U,t5.guti.off inci(l•Jnto.J. to the busiHGBS of the c;or)ipnliy, 11.sst1c;:iut:d1 

~~ 

an.d .l\.ssocia1:-.:t1 1 s Dt\b::).:Lcli~rie.c; r none of ctJHw said ··.;:;d9mp~\~\ics tu:e partic~s 
, <:;) ,-\'; 

1:() ;:m:,•· rnat.eriul pcndi:1<;1 log~~ p1:~9,P"din~f<,,,u£c1· nc;mo' of their. property 1, 
<;:l c• , ');, r.· .o ;r, '' 

• ~ {/ \ • ·- (: 6~ l "' ,,_ 

u: '~·l)(i~ .. SUU,;Jl!Gb thC:X'(iUf::' "· " ~ '· "'t 
<• •• ,, 

;:. ·? 

!:1· ''. 22:~.-::9])::..!:!£.:d~e"!:.J2::!?2:~eet ;' _l'h:L}·"\:l?lJ?.!~:i·u.J Pcnnsy l:~~unia 
' ,:'' ., " '' 

r,s;;bo:i.at:Pd .ti;-mf~ tlt•~ i.H\pl:oved ~·cal propcl:t.y locut.od at 91~-

91'1 ''!·l<l.l"lwt Si.l::<~et:, J:'hil;;\delphii.\ 1 l'elll1t:y:lvania, ~<he>r:.~ :i.t Op(i\ra~:~~r> 
,~'jl 

011.t.~ c:d~ :1 t~~ j:t:'~.:td.l stc,:·::c::;. cc··~u1,_-'mnilhi!.ll1.. :~):'t:CJCCH~d.i.t!~F; \O:ci'l:e- i{1si~ltutf.~<:1 
JJ 

011 1-!ay Z.\. r :Uk70 1 i,n \:lK~ Court-. of· Col\Ui\Oll Ple'as of l?h.ileldeJ.phiu . ·. .· :A~~ -,-g ;:. 
Coun1:y, 

in 
• ·i',_!;c • '. . -~" • .. 

\•/lU.ch p1:occt;d~ngs l1.s soo~a·c•::d chall•~llSJCd ~th~· contlemna tJ.on. 1\.ssooiu.ted 

contitltl0ci' 'to cccnpy th•1 p:t·~!Jid.scs n.nd to operate the store thereon 

during the course of the condmnnationii'p:cqceedingr;, 
~. )1 

as it.hus since 

'• 

. n 
,., in ~m:l:sh~·l:"; 'L'. Fr?··:y s tutet•1Nl,j: for Spcoial l>fec ~ill(,J it1 rJieu o.LAnnual 
J~h.o'tl.Ut'J o-~· l:~·o:QChnOJ.().i.!l"::;, dat ... ~~l' !·tdJ:c;h 30, 1973_, ~;:t; ~-s pl:(.~pc,::H.'d th~1t ncrk­
t:h.b:re reincol:pol·att~ nllder Dlll{.h1m:e 1•·-.~ by w~art::: 'of: u s1:ptutory mcrr;cr 
into a nm,<ly or~ra.ni:.:ou, ~lholl\··ol,,ncu Ll;,~:u,.;1ar,c) ~:ubBidi<ll'y. 'J'he snitl · 
W;<2ti ng \H1;1; · t.o lxl Lc :fd 011 t•;,,y J., .1.9'/3, 

IF THE AIOVE PAGE 18 LE88 
.DUE TO POO!I PHOTOGRAPHIC QU."LI'., 

.. 
STATEMENT. IT 18 
THIS DOCUMENT. 

.. 
' ·~-" 



•;' 

"' " 1951,· )\: ,. oj· li'l'bJ:ttilX)' 3
1 

).973 1 the l:<:>.o:tl pt·c~pm:ty and tl\0 impt·ovcmcnto ,, 
.D 

bht..~.,~~.\dl:\..· \Vc:u.:n ~.,d:J,,·· c·tc.L\ etn );,l~,J bt.1~>Jt;.: Of. /u~:3ot:.~iu·c.c~d. a.t~ a t1(~t book value~ 

\\ 

'-' ... . 

~1. •• 

" ,;i' ,, 

Th& Philv.delph:lu Hcdevc:Lopment r.uthority has pnid into 

' .1' ~I • >. '• ''· t:~;\~:t tho ~1um of $1,3·1 B, 09 5, rt\prc·•otnting ·the Aut.hm:~.ty 's estim,atc 

:.9r' ;:that m11ount \•10\\J.d comlt:i'l~ut.c fuir compenc<l.t:ion to l\~1sociated fo1: 

,, 
\i 

the cCJt.c1cmnntS.6li. .i\snoc,d.nted J:clpently ha1.; n~rcee'l info:r:mally with the 

.i\t<l:l,orily to acc<:pt: th<:~t s\1111 plus an il.drlitional sum of: $134., 009.50 
~ '• 

(for a tot:r.J. of: $1,•182,!>04.50) pluu mn:t<d.n other cansiclcl:U.:tion, in 
' "' " ,) ~ t~ 

c~;clH\n\iC ;fol.: its l!grcemcnt to V1ith<ll:«'<l i'l::J cha:Llen~Je of the comlemna·-

tiot1. '.I: he fm:t::n:L constllh.11at.ion of: that agrcc;:rncnt i!> pt,l!lding, (See 

I'rEt..~ J. ~ DUSlNESS and 1'1'1~!·1 :~. PROPl-;n•r:r.ES.) 
--~· .. -·-· ----------- * 

!3. l'urson.::>.J. in]l.ll:Y snit --.. ~----·~;:._,__~.---"'-~ ,. 
l\si:;oc:Lr.l:.ccl is " dcfencl9cnt ib a sui'l: inr.;1;itutcd in the Court 

,;_ 

of co;\'.mon Pler.s of: J:>hilttdc.lph.i.« County,, Pennsylvuniu, cla5,ming upprol:i-

matcly $l.O,OOO a.ctual and $1,000iOOO punitive damage~~ for' a personal 

injm:y sustait\•~\1 by a cur:::c-mer of. one CJf Associated's Philadelphia ' 

stores ,,•hile' i.n that s1:ore. The tmil:":vms :i.:1stitU:'ted ml•re. than ;five 

ye;;l.l::s <:190. .1\'ssoc:iated' n insurance card.er i.s dcf:endi11g the action, 

but has notificc1 Zl.ssoc:iat.Gd that, under Pehns;rl vania law, th~ insurer 
•;. ,. /) il 

has no il.i.abi li t.y under As::;oeia ted's policy' for punitive damages. 
D , , 

.1\.ssociutcd' s c.:.>unr~ol in the said litigation i~, of the opinion that 

the lil;oli!{ood c£ a :r.ccovr.ry of punitiye dnrrrnges by thG plaintiff 
·.i' 

- .. -..:-. 
,, *l\.r>S(lcinl;ed opcrt<tcs another cof.. il~s otort~s on premises locntei:1 at 

" 

82,;'3 hc;J:ket .. S'.:rc:et, Ph:Ll.'.\0t~lkohia 1. p,.,m\sylvrmit-.t, which pl:em:l.M:s 11.rc 
J.easclcl b;r 1\C>SO•:.:i<l'!::.ed frO<'l ''t:he l'lliladelphia Rctlevelopment hu tho.ri ty on , 
a monl~h,.-to-mon·th bnsi~1. 'l'.)w l\t1thod.ty'> tool' title to the real prope:~:t:/ 
and ilr.p:r.ovcmcnt!l at th[!.t. :I:,bcg.ticm from .1\.ssoaiat~d' s former landJ,ord p:dol:: 
to the beginning of the fj:~cal year 9ndcd l''cbr"iiry 3, 1.973, foll.o~ling 
a condemnation proceeding in v.•hich i\ssociatec1, as tenant, had chul­
lengccL, the corHlcmnat.ion. 1\.st:ocial:.od' s parti(:ipation in th<;lt pt·oceed-
ing t.ermina ted prior to tl}e beginning of the naid fisca:L year. (See 
"~N 1. BUSilH:1GS and l'.I:El-1 3. :P.ROPBHTIES .• ) 

" 
£·,i 

i• . 

,. 
" 

· IF T"E AtO~ P~GI! 
DUE 1'0 POOR I""I)TCliGRAPttic nu:&t:nn.• 

\l 



1 1~'/:.::.:, ,, • .t~_\Ct~~--~ .\'11-'~; ~·\~~n t1 ·:: :u:r.s·:~s t ,~ o~l'!'~~·ld~->~.t~J.n.:t r~L:~tJ:tJ'J.'!BS. 
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,, 

" ' " 

~~ 
X'.l'l'!·l 7, ill'l"ROX1:~A'l'g m•;:,,•t:H OF EntJT'l'l' Sl·!~!l!i\1 '.i'Y [!OJ,rmns. 

,;.· 

·- -----~·- -·-··----·-· ···--· --·-·-~-:.--. -·--\-------.. 

:£). t:.:ls:... ;~ { cl_~.t' :::_ HunJ~~..r:.....S~ . .££l c:m:.:J~ h9 J.cJ.£E 

D:lvc.~.r:if;i.c·:dl !\(:t~~i.li.lHl~ CrJ~('l I
0

1
0
1cO:l ,, \ 

(a) 

com:;.Qn st.oc ~, p.~~: v·u. tw , . . l 
p~~r share ' 

!1'EJt 3 ._ JJ!>!_2!t;l!.:t{.Vf: O?~'!C!.i~S OF '11lF Hl~G~qL:".:?~~~~. 

275 

\\ Nt\\~·~1 . \( ___ _ 
W<Ll::r:~n l!:. nufJ';)'\~t 
Rob•~·1:t /1, Goh'·~;.~, (b) 
Dn\•.i.d t-1 .. Gcxt.t.~:~!· .. ;)~l.n 
Ch~:J.:'l.cs 'J~. r-:11nq,.! c 
Ch~t-cJ. c.:,r_; P. llc.t C.c~J.. .. 
I·in}~, . .u .. nlur.lt:!nt~\i:.':l 
L(;U:l:y C. CUJ\U\\ings 

(b) 
(b) 

1\ctO 
~-

42 
,,56 

4G 
i)!) 

olG 
32 
29 

! 
I (a) 

-;;;:::-

,cc· C)wirllu:m of tho Board of 
President:; .Director 
V:i.c·o-l?:t:esiti_cnt; Dlrc~ctor 
vicc··P.resid&pt; D:i.rcc:tOJ: 
D1~~nc'l:or '-
Socrt?.i:c.u:y 
'l'l:•Ja_nurcl.'1 )>.ssistant Sec;r.etm:y 

'l'hc Ccm1pany !ws no ch~'xtuJ: provinion, bj•-lm~, contract: or 

ar::can~bla~nt Ui~DCJ:' oJ: pul:smm<'l·. to t·lhich any of. its Di1:ectors or Officers 

arn insured or in.demni:Eicd in any n\anne:c against. any liability l~hich 

may be incun:ed :i.n thei:-; capacity as such. Ho1·1ever, under article 23', ·"" 

0 

·lf" ' ' 
scct:ion 64 of the A1mot~tef c.md~;"of Hm:yland (1957 ed., as atnended), i. 

the Cc.>J:;lpany maj' indcnihii:y ~~ny D5reotm:, Offi.(:el:, empl<Jyee or agent (o • 

".; 

Comp: uy ~grJ..1n.~·c. '-;.El.Y cxpol~.7t:.:.:; or 11.nhili-ty 
::? 

incurred as a result 

""" of: 1\:i.n stood f«ii:h "p~.::fonu;mcn of duty in. rmch cnp<'.c:i.,l:y, subject: to ,, 
co:ct<:in :cestr:\.ct:ions upon i:I<Ch il!tk:lHuif.icat::!.on l:lhicb. ,u:e provided 

in ·chc said >.•t.;J.tute. 
:' ,~ -· _,!{ ____ , ___________ _ 

-!~ ~~ .~ (.1;) Th~ information ir;; given ao of February 3, 1973. 

uL ~·'noth l•lr. Goldman a.nd Hr. Blum on t)H.~l are pa:ctnc:cs in the la\>1 firm 
of; Jb:ank, llc!Xnr-;te~n, ,,conm1ay and Goldman 1 J.:lOO ~!eJ:cantile Bank and 'l'rust 
Ht)i.),diriq, 2 llcpkii\fJ P la;,a, Dal t:ir.1on~, Na··yln.nd, which firm represents 
tlv::-""Cclmpnny. N1·. l:llun;cnthal bm:n.HIC Sec:roi;;u:y on Harch J., 1972, follO~>I­
:i.n:l t~.ho r.-u::.:·iqnr:d:.i.ou r (.;.iJ:e<~t:.iV(! tt~; o.L Lll~>1t .J~t...:;!, of Ronal(i a. Bhn.piro 
from that q:('f..icc'. Hr. ShapirQ \~f<S also n pai'tner :i.n that f.i.l:m until 
his \·libhd:c;.t\ml,):hcrc:fnnn on,. Narch 31, 19'/3. Hr. Cmmning!l is an 

,, ,. 

c•.:;~.\,)yc:c o1 thnt £i-rr.\. 

IF THE ABOVE PAGE IS LESS CLE~R THAN -lT IS 
OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 



1:':,'r~H ).0. F!Hi\NC-T.'l\-:. f)'t'J\'r"r:t~~-~i\'t0 ---------· ______ , ..... -.... ~-.. --..... ~ .... ---~--___... -··· . l~'-u; rlJ'!.t.rs PTr.r.n. 
--1· ........ --r-. .._.,._,_, ,__~»•••,.---

A.. P~ nn.n('. ·;,;.~J. r::.t;.~,i~\ ~-·'1:.11"! tf~ .-........- ...... -........ ----·-~ ...... ,. .. _,, .... - ,, 

nxhibit l\.: 

fl, 
Exhib:t.t B: 

}J, \\ ,, 
II J/ 

;I~ 
.~\ ·:: 1~ ' 

\to " 11•, 

19 7 ~_j}!:_~.Ll~.E,.d•)~~ 1:. 6:!: BJ.uo --~i.!,iJ?....fl bmp~ 

,, <C::i::s> E:-th ibi 'l; c~ ,y-
" > 

f.? 7 ~--?-.E.!..~.~l.2£l~'?.rt. _9_f: .!"'•r1s.§.h.i.:~:;~.J.I~~~·Iay.! :r~~~· 
(•(fJ 

' 

·0 
;_;:: " ' ' ,j 

-~ •¥1: 
~:.-

,. 
.';· 

., ,, 

;,:·--'::; n; 

\) 

' 

I) 

0 

!\ " 
a 

" 

(\ 

- 15 -

~ .. :. 



-.:' ,, 

• 

" " ... » ~ ., -~I 

il· 

,, () 

!';;-

ii ~--

''II 
" J/ 

)'(li,mW:: i\:D SECURt~l'Y 
~:·~~i:-.... ·---· ~ .. ~.------·· 

i\. J~) ... l·.,,.J~.-.,·,·1 ..:,".~. 
·-·-·· _.!..'..;. ...... !'-":"-... .!...:.~' .. 

.. -.... 

:·v 1'\0l\lt".)r'D ' _..__ _____ ~·-
Title ot Type of 

,Nu.mc 0..P~"~i ~-~'iC!1·:a~Ha cl,\CC O\·ln~r~h:i l"'l 
-1~P-r!!\:---- .. -· ..... ~·--- ; _____ .., ____ , - .. - ... - .... ·-~--- .. ,.. -~ 

\",\"J.rr~.-:n r:. nuf:ft~tt 
5!,0!1 l?n~r~un Stro~t 
Om~h~.t.. r nc.ut·o.sk."l 

P.i :t:.tt. Jc:nl'l40t:t~U1 (.;(\, 
30 \\!:tll. t.it:d:.c,t; 
Nl:~\·! y·oJ:)~. t!C\•' Yol.~}~ . . 

COI\11!\0n 

Hh.:aul'~~, !·!UllQt~r & c:o, corm;\on 
G 1.8 SCJlJ.th Opl-ing 8"~. 
Los 1\n~'{c:Lt·t\ ,· C<tli-
iol"l'l ia ~-· 

·-·----~---- .. ~--.-.. 

rllcOrd and 
bencf:ic:Ll;.~.l f,· • 

390·)075 .(h) 
i];< 

.'- ~~-

·" 
ioo 1 ooo '(c) 

1001000 (d) 

10,~00\1 

if 

10. q,o~ 

II 

,, 
held by u u1cmb~:r of Hr. Buffett's inunediate 

fmnilv ,., 
•,) ')"' "•' 

., 

j 
) 

1 
:t 
! " ('i.i.) 3,7:~2 chnros lmlc\."in tl·uot unde): 

•i'bs l:.:>;lllent o£ llm·r,,n1 ll. Buffet:\: ( deceased, as to 
. tr.·us jt!t·~e; 

t.l.m Last. Will and 
1~1ii'ch Mr. Buffett . . is 

(iii> r;sz 
which is for i·.hc:; 
@ach or 1·1hic!h he 

the .. 1' 

sh<"res held in equal amounts in three trusts 1 each 
l~enefi t: of a mei11ber of: m:~ Buffett's family 1 and as of 

t:c) .:Ls a ·Co-t.tustec.q :. . /~ "'~ 

(;tv) 2,30'i Bhurm> held in three equal amounts b~r Hrs. Doris B, 
,/\1 l',cQ,r;1 a !:15 s'i'.(>.r of 1!;r. T:iuffet·t:, as Custodian tmd"'r the Nebr.aska Uniform 
· ~~. Gi.i4ttJ t.o liiltOrf,~ ret( oach fOl." the beriefit of n t\l(.!ml:H:1r· oj: Hr. nuffC:!ti.:. 1 s 

f ~~11\i ~l y ;,., ,:tl··.d 
'h 

(v) ri29 f-~~:'l:es h~~ld in ':;)(]Ui!l.l ;n11ounts in three truS~n, i'tS to 
c:;.,r;:h t>.e \·:l:i..:h !~;;. l·u:Cfet:t i!:l 2. co-trU$tco. 

(b)t/Dav.trl f:l. G<)t:tc.::.v·n 1 a })ir.ccf!o;: <U'Id a Vic:e-P:r.e!:li.dcnt of: t:he Company 
(nnd a ';J"!W:n~l p<st.:.l!'l: or J:'irst Nanh<ti:·l:i'in Co.) benefici<tll.y ownt~d ;JS,cOOO 
o£ the p::;J.d.lOO,OOO sl1<1res, An additional 5,000 of the said 100,000 
share.§ arn h,c)ld in trust fo:t: ·tho. bune:[i t of certt1in members of Hr. 
Gotteslnr,n' r.: :i.mmed:Lato f<tmily and an ilddi.tional. 7 1 2!l6 of the said 
100,000 shtu~L!S 1u:c~ ov:ned bc~nc;ficialJ.~r by a member of Hr.. Gottesman's 
)..mmed.iatc family.. TJ1e remed.ning 52,704 of the! sahl 100,000 shu res nrc 
owned b(JD(~f:icially J~y othe:::· Jxn:tner<: of the firm c1r their person<ll 
rc:pr.es€lntu.tivcs. J,i:r: •. Got.t:csman cl.i.scla:i.Jns thr! beneficial mmership Of . 
i:ht.l. shU..t't\<1 held in \:h>~ said trust ancl of: the shaJ:f$ 01mccl by t:hc mcmbor 
of his 'it;1modiate f•uaily. 

, W) .• 'l.s a 9Cnon\;L p<,u:t:ner of l•:hceler, Nunger & co., Clwrl.cs •r. Hun9c:r;, 
h DJ."'l><:•"'t.'l.tll:: and ;.\ V•.l~o,-P:t•cwidcmi: of: l.:he Company, possessed an interest 
in t:he 1:;:,i.d :LOO,OOO s!Hlrcs. 

IF THE AIOVE PAGE ISLES$ CLEAR ... THIS . . ;. . . IT II 
OUE TO pOOR PHOTOGRAPHIC QUALITY OF THI$ DOCUMENT. 

' 
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13. tiec;m::H.v llolt'l incts n f t·lC\n<J.gCH\''nt: 
,"-~~ .... ,.., .. -·--~--- ....... ,_. __ ... -··--- ., .. _, ___ ,_......,._._ ...... -

,; "' 
'rit.:l .. ~ '-''.:~cl:.\EJ! ___ ·_~~:l~::._~~f;~~~~!·:~'·:::.l;::1Lv_:::c}:'2J1;_d __ l~1~---'-l'ei:c~(tnt or. t~l.d.;'1 

l)i,Va!:i.l:lf.it~d l<Ct.<Ii.l­
iH~f Co .. 1 -InC.~ , 
C0 111m em fl tack, pal.~ 
vnluc o. ooo:1 pl;;: "' 
~1harc (I) 

0 

0 

.,u 

4"25,075 (g) 39.!)1~ 

Undo1: tho partnP .. l:ship agreement of: Fil:st l·\unha·ttan Co., 
~ 

the .f.il:t•\ pt1SS<HJSO:> certain vot:i.nl] :eights as t.o the 100,000. ·nho:.:0s of: 
~ ~ 

tho Ccnnpnny 's commcm sb.lcl\: \·lhi.ch I\ the f.irm O\vMl o£ rccoJ:d and \•lhich 

is bcnoJ:icial'iy o\mcd in vurious ~;uounts by cortuin pt:u:tne:rs th;~rein, 

metnbol:s of th0ir immedia t:..c familic.s o:t: person<:~l l."c"lpl:"sentati.vc.s. ·•. 
(See ntlt.e (c) t.o this :CtQll\1.) 

~ ., 
0 0 i\ 

~~ Subject to-~ oxc&p~•i.~~u; indicated in note (g) t;o this :Ctom, this 
column indicates the num!.lc~ of: sha:r.:es of t:hr~ common st:ocl:: o'f: the Com­
pany bcne:r:icially o1med di)i\oct:J.y or indirec.:tly by ull "nirector~1 and 
Office)::> of the Compaily, aS; a group, as· of: F'ebruary 3 1 197 3. '(:\'.! 

"t'-

" 

" (f) The Company has no other cla11's of .. eq\1 H:'& securi tics. No Din"'ct.or 
or on:icer pof;sc.sses the benel:icinl m1nc):sh1p"·o'f any shan1 or shm,·e.$ of .. 
cqt1ity sccu:r.it:Lm: of thEl Col\\J?any '·s '1h1bsi.tUn~:y, J\ssoc.d.ated 1 o:r.: of any·· i;!,fd'" 
1\ssociatccl' s su1Jsidim:i.es (l\nbec, Columbia and Fashion Outlet) • /'.s , r; · · •. ,,­
noted undel7 l'l'I:l•·l 4 .• P.ll.IU'::d!S i\111) SUllSID:Cl\RJ.BS 1 ·t:.he Company, l\twociated ,, ·~f- "'"'" 

• ·---··-":__,---------·-------· ' • "'f. )~· ' an~l Ct>lumlna e:ac::h disc:Lc.ti.l•lS contJ:ol of BJ.ue Chip. · 'ff •· 
;;.. \\ '\· ,i._;;_.- • • li 

(g) This amount: does no.1: include:. an>1 l)f: the follo1~ing shares of· common 
stock: 

)I 
(·i) the 

Item, v;hicl·t no-I.:C:tS 
" 

s!1~u:e.s refel·:t:ed ·to in notes (b) and (d) 
m.:e incott)OJ;atc1d 'herein by reference; . . ,' ', 

to this 

" 
(i.i) '.i')·~e 5 t Q()(l sh<•rc~s. held in i"J:\18 t. for the benefit of (1er-· 

"·tain li!.!!mbers uf f.lav·icl s, GrJt.:tc::;i·,,r~n "~ s itr~n·.H'Ji~l.t~e ft:nn:Lly an.d -t:h~ 7, 296 
shaj;j:,s -·o\·7n~J b•:·~--.c.:Cic:in.1.} y bv._ D rr~r.-:·rtb•i!X' of Hr. Got t<:.'Slt\-";.11' z imt~ct:tia l:.c 
fmuily rei:m:~:e<l to in nol:\0! "(c) to this Item, v;hich l"\Ol:e it>!,:i.QCCll:p•)rai:cd 
herf.!.:tn by reJ~t?:t.·~~ncc; ·'r.tl'Hl 

I 
(iii) 5"/'1" !.;ho.:d::;; owned )JpnO.fi.G:lnlly by a •'!t<:lmbcr of: Charlm; 

c. Hr~ider' s i.ml\,ed.h\ tc i:mitilv, inti.i v:i.duaD.y, and 37 0 shares o\·mcd 
" benef:i.o:i.alJ.y b~,r n mr:mbor of- NJ:'. He-ider's ':tl\:mcdia tc" family as cus t.ot1ian 

" for :cel:tain othe:r: melotbet':> of !1r. Heider's 1 nm1odiat:e family, as to all 
of whi6h shf).r~s Hr. lleider, ~"a Dir(!.ctor of ·i:.he Company, discla,ims thq, 
bene!::lcial ownership. 

- J:J -

0 



'_._;: 

0 

l r: ~.~·.-~ J. :~ ~ n:~· Y: :·.~cTOH~~ OF r.t'llli HECIS•:ntz~l'! 1l' h ... ~, -----~ ... ~-----~··· .. __ .,._.._ .. - ... ·-··------·--···-~----·--

CO!<.).><cny dhrin~r tl,l,l c.ntlJ:C.\ £i~tca:t year .:'r;itktl Fel:>nUl.l:Y 3, 19 '7 J. The 

tcl."nt of of:Ci ''"' of, cadi sut'h 1~; x cc1:or c:A,ircd lm Februar:;• 6 1 J.9 73,.,_, the 
'-\:\ 

·;.~ 

C.~~\ tr: upon \-.,1d.(:Jt th.<.:!. Con1p3.ny hc~:ld it.s iJ~·nr~o.l ·-meeting of st.ock.holclc)::J. 
~ 8 ~ 

J,;,tch of the l.<dd penJom; 1,•aS' ~colcctccd fd.!i: another full term as a 

197-1. 

of: the CO'!Llpt:JlY, having held ·th.flt office 5inco the Company 
1 

s org\Fnlznt~.Oh 

in 196 6. s.i.nc•~ Janui\l:y 1, 19 7 0, Hr. Buffett's p.rincipal occupa ti.on 

h<w conr>5.stcC\ of the 1~aJdng of personal invcs·tmcnts. Dul:ing the eight 

years pd.qr theret.<;, hh~ princ.i.pal occupnt.ion vn\s thai:. of ~reneral 

pari:ner of Buffett. P;:u:tnm:shi.p 1 Ltd. Since L970, Hr .• Duffe.1:t· has been 
Q 

t:hc Chairn1an of: th~l Board of L)irca\:ol:s of 1\ssoci:::tl~d ~llld of Berkshire'!, =~ . 

and 'l:he Cha.~.rman of the Board of Dil:cctors, Prb!d.dcn\: and •r:-:easm:l'l:t' 

of ColUi:tbia. Hr. Buffet:\: is ;.\J.so the Clud.:cman of: the nom:·tl. of Di1:ect:ors 

c·f CoJ:nhunl;c:l: Casualty Company and of: National Pil:•?. an~l Marine Ii1st\l:ance •o :<::2:;> 

Company. 

13. David S. Go·i:t:esman --·--·-----•.-.-
DHV id s. Gottesman 

1 
a Direci!oor and a Vice:-P:r:esidcnt of the 

· .,, ,, C:vr••r'"'n:,•, it> nnd hiH~ b.:cn f:or 1:he pa1;1: J;j.ve :lea:rs a genen1l paJ:tne.:c :i.n 
,_,.--;'£'::..:.~.;: ' • ..._ ~i! , .. 

j(_··.,;.C'" ' ) ) , J • • . " . 1 '. ·v1 t,:v::: :J:r.o ~t-J'···(iea .Cc!r ncetu::t.t.~~::"': fJ~~:-nt o.~ F:u:st .. -I·1un H.d;.t:an Co., a memb~.r of 

11 Direct:o<r and a Vicc-Presiden't of the 
. ,. 

Coll1pany, is and lMs been for the: past £iv&,, y'ecyrs a general paJ::'tn,_cr 
'.f 

~- .; <) -

in the bl:'Ol~c:r:-dealcr secu:d.tiez firm of \'lheel\?r, 

"" rncl1lb€:r of: tire Pacific coast Stock Bxc~iange. 

D. Chw~les F. n.-.hkl: -·-----·.,.-_ ... _ .... __ 

!•Iunger & Co. , a.,. 

,, 

_, _ ___,-<~·· --~-

Cha~·lt:s r•. Heider, a Pirech>r of thf~ Company, is .ancFW~tr. been ~::::-·5·--

Bi ncr: 19'10 the Pt~erd.dt:u>t: 'of ChiJ.c(~, llcidnr & Co. 

V.;i.cc··f'J't<sident or']:."j r:>t: 
(P 

... l[l -



_,,. 

lnc •. 

" of ·the Hew Yor);, C~·ock Blmlh"ll<JO. = 

)!: • Rob 
\; 

P~c!:1ich.~-. ~~- of., th~ RobH.t'" t; , . -~1qJ ,,,r:1\;X:, cf Dj.rec-·Cox- nnd the 6 

Compnny, been !;:i.nof! July 1,, 19GG ,•., u pmrj;n~~i~~f ·:he Huf:ylanc1•
1 

{.l " ' ~ 0:0 -<• . 
l::han f:j.f·tcon ... 

.. 
hw; fil:t<t of l'J7m1.k, BcrnF:to:i.n 1 Con<~:~n·;y & Gol._dma.n. 

? " ... ,;\ . il 
II "- ;:/ ,,_, 

yen.:.:::; pd.or thcp:cto 1 !-lr. Goldman had been ·-a partner :i,n the ~1aryl

1
~md l<M , . . I .. 

firm <il:l:, Hybul:g, GoJ.umari ana \~;~lter, 11!1ich on the said .~at:f.l Y:'as n crge.~, 
:t~ • "" (j~J c· 

into th") f:i1:m of: Frank 1 n .. u:nst:e.in, ~~cmra:;ay & Go.ldr.t<m. 

·::;. 

Name of inc1i v:i.du<;). 
or mu:\bc:r.- of p<:r.sons 

I.ar:J:y C • Cummings 

r;. 

~ 

•'{.' 

;_) 

$ 500.00 •J 

All eight Dir.-er.:t.oJ~fi / 
and Off..ic''lrs ns ~~ grotll~ O:>'t $ 500 :·oo (c) 

j'L 
·!i 

l'l'EH .. 14. 
. . . ~ 

OP~~IONS GRl\N'J!l>D TO l"il'.NAG£1<1.i;~N~l' TO PURCHASE SECUJUTII~S. 
_,...;;..:...:o;;· :.;:;_:.; ---·-----. - ... -----·-· _____ .. _=:.;;;;..;;;;_-=;:..;:.;:..;..;,;::.=..;=:;. 

rf! 
II 

None. -~) 11 ;.-, ,, 
·~ .( 00 

~-; () [\ (/ 

--'~,±.z::::::..,;l~~.!..-~N'rERl!:G'J' OX•' Mi\NhGr::r-lE_N'l~ ;...1\JD OTrml:m IN "Cf~R'l'l'.IN · 'rRliNSAC}l'IONs'~ " 

= 

~ }.~, ·,) t 
i) ~-'\, 

A. transactions 
0. r. c 

. .. " 

I 
"" (a) S\ibj 0ct to the ol~eptiorw indicated in ncite Jc) ,, to this ;rtem, this 

co1mnn :Lndic;;,'ws the·'-;aggr<J~J<r'J:;d amol!!'nt of di'iec·t remunorat~,on·· pa:i,,1. by •. the 
COinpr-tn;t r ];-.;.:soc;!~Z.d;cd &r!d~, Atl~3CH::it.vb.:-~d 'f.t sub~-iO.iHl:ies t.o th:c per:::; on or- per­
son9 ~~zp~~c~.i.ficd, in aJ.l Capt-J.<::it.i:·o.s, ,,Cltu:in~i the Company ~.sl'f::Lscnl ycaJ: cndecl 
FebruJ:>.l:y 3 , 19 7 ~ ·< c; ~~~ 

" ·. . c ,, '"\1 
(b) Inr..oJ ndinu r~on.•·ld .,H. Sllb.pj,ro" $CL!J:"ntury o;f: t:;p?. Company t.hrough 11 0 

l·lan;h 1, 1972, the ef.fo(1j:i;Vo date'· of Jd.5 rcmigllif:t:ion f'rom that off.i.ce~l\ " 
.::; "- .'' "~-"" ')b-.w= -.;,::_~& 

" l'cl 'l'hi.s ~mount doe~ not include J.cq<<l fees in t:he amount of ~;"s, •150 •. db ;,)J: 
which the .Conipi:my paid dud.n9' its fiscal year ended Pcbruary 3, 1973<). 
to th;;: J.a;·; firm of l"raylk, tK1rnstei n 1 ConaNay f< Goldman, in v1hich 1'-!esff·is. 
Goldman ~md. Blumenthal ur0 ,and we1:e at .i;.hc tim.e of l:Such' paym(mi: partt.rers; 
and ill 1·1hich Ronald N. shapirQ (see note (a)·· to this Itc!n) war; a pa:r.·tncr 
until his 1-lithdrmval. theJ:ch:om on Harch :u,·~ 19712." Nor·· docs •. the s<li.<l 
<unounl: include legal fees j_n the amount: of $.5, O(J!O owed by tho Cmnpany 
to tl.)e rw.id firm as of November 30, 19 7 2, and any addid.onal sftch legal 
fees incurred by tlp~ Company beb;ecn NovmnbCl: 30, 1972 and Fcbl:u[;n:y 3, 
1973, for Hhich amounts tll<:l said. firm hacl no·t billed the Company cts " 
of l;GhJ:tta):y 3 1 l'l73. Nor dcr:>s t'he: ~>i'!.id amount incJ.u,Jc tbe in !:9r~,st of •. . 
Dhv.t~l S: Gottc~?rut.tnt u.~ u p;.trtlJCr i'n l!'irst._)·l~lnhaJctan Co. r i~} c~~rt.t-:d.n_<--4·-i'l~.'~;-" 
conunxsslons ptud t:o FJ;rst Hr.mhutt:.tn Co. l:ly one of .1\snoc:L tl,·~,od' s r;ub:na~~~~~:. 
ar.ir.~s. S•7-C I'l'l~~-1 1 .!3,. IN'l'I~Hl,~ti'.~~ OV I·ii\NA.GJ~r·n~:t.i~: )\ND Ofl'lll:l{~3 --rn tcgn.'ThiH '\,1,~· \l'lU\N s1• c'.etoN G-.-·-._ ... ___,_. __ ·-·N·· -·-·--.. ~_ ... __._ ... ________ ··-....,.------·N-·----·, ___ .. _________ .. ~ -/;;-1 

-·---· --- r '.' 

., 
), 

19 ° ,,, 

·•.· 
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c ,, 12: 

" or uny of /",s!:{ociatcd t-r:.: subsJC.itjJ:-.::.~e-~., ho:·J. or i(ls -.to li'ave a di):-~~zt· or 
~ (I ~~ 0 ':-' = 

i.!\;.l;Lrc¢t. ri't:tt:cr3,al irt-r:·J~c~~.b-:-~0 -
c 

e:· ( 1) Du~ing _,the Comp·.:tny • s fisc tel~ Y·~Hi·r endet1 Februal:y'' 3, 
lf 'C) fj:.,f.J ,' - :j 

nctnhu;.::;nce Co~Ap ~ o;f~- ;.~c:b:o:~sk~t11 
r:' (n~)\'1 CoJ.ut'itb\)) pu1:ch~scd cer:tairi 

-:::-

-~· ,,, "· 
made th.:cou~~-l·- 'Pirs'l: l-!~c:~i1.atton Go .. _, ()f \·JhiCh Da{r±d si~:iiX·Goi:tesman is 

Qi U "'\1? ,, 
... . (/ i:l ~iC~. ~cx.·tll p~·~·h 1 

.... t.n.el-, aci.:ing as b:coker ·f0): n~insuJ:alJ.Cie Corp. of Nehl::'as·ka • 
. 0 " . • 

~j; ,, -~;: 

'Jih~ CQ\tn·n:.nsXOtl!t r.jliC.~.ved by Tt1 5.r~:;_t_ ~1a:nh.:-1~tan CO .. :i.n connection \·tit.h · i:he 

s~id transu\\.:t:i,~ns v:a.':;:c, Q,et~n.r:ir~•~c1 b.·y the appli.cn·'-.:ion o.t: the· prevailing 
" . 1\ , . .· I\ = o . 

. ccmli\ission :Cat~'\S and totul0\.1:_app:r:oximatc~J..~{ $~~~'~5.00;'' 1
' 

0 ~ • 

" 

,,:;-; 

'\ 

)! 

I 
0 

\),, (2) Dt<:t':i.ng·, tl1e Company's •f:LscaJ. :\''EH~r ended Pebrt,uu:y 3, , 
,, ' " ·)· :ii-'' <>-~,.-, ~ ~~ 

itCQ:~!?i;!ed xein!.Hlra.nce c(H\l'.r,Acts from Nutionat Indenihit.y, 
J.i. -' '( 
. , ·J I ~·/ 

E \~·C.ff~tt is i:he Chail.lilCUi of. the Bo.ard of: Directors, 
j) 

.~ if 

ofp11hicl'i \li:.:;:t'>n 
""~-~ " ... ~ J 

'l:cpr~scnt:inu p:rcnd.ums ~1r5.t'.:.en 3.n•,'\;he app,;·o:-::imutc amount of $l,!lOO,OOO, 
•::-. 

l·1·.• 1--~ n ··u·l -T"' ") ...... )"!' ~<;;i ~ t., 'd "n ' ' ' t ~~~· t 1 ~,,_, l~-'-"-'na ..... -...... 1~~ ~~m ~:t ~ttlr -: ... t pa:r. ct:·:a). g:o cq,mm:'_ ss~ons equaJ._ ~a appror.J.ma .. ~-Y 
·' " it 1~. 

0 
'!'he 

--:;; 

t::<(1ltirtD.S::-;J_Ch4::i ·paid py ,.Co'J.u'(l."'J;ii.\ \·.o l~fltiosw1 !fKlcmni ty a,J9rcgatcd appl.·m:i-o, 
n:.;tely $9, ~ilu. 24 dc:.1.·tn"'. u . - ~J 

' 
t.hc~ ('l'he re'cords of both 

_, .. ~companies on a 
' ·.! - " () 

calendar ye,p.r at;cni{,tl ]:>as is.) 

o ~ ( 3) Durin~r the, Compahy' s fiscal ~lear ended February 3, 
•) •• ~ "-o 

c; '-ft " ~~ 

1973, the Company paid i:md/ox inc.urred cr~rtain lcga1°fee,s i~1··connection 

" 

Q 

"'!·lr. Bcnj <.,,;in !:'. rto:mc:r, tile Prcsi:d'cn t of l\$soc:i.atcd (hut nci. ther an 
~! '' 

Q:C;~ic:~l: iii.:.:~~ a ·Dirt;cLo:..· of i:hG: Compdl'1Y), 0\'lns -i.UH:i.'li'Jl.~-~~~~s to l~ssoclntcd 
1:hE! lc:tnd nnd impr?Vantc:n;ts \:Iifere n l\.ssocin.i~:Cd Opl'.:!l·-~ ~-;C"·f:.;,-\1-0t\e d'f its :xetctfl 

. stores. " ~· 

0 0 

'" '.--; 

20 .. 

DISCI±I'SIJRE. 
< ' - .~ 

IF THE ABOVE PAGE IS LESS CLEAR THAN i ·~·~~~~~~~~~~~~· 
DUE TO POOR. PHOTOGRAPHIC QUALITY 9F T ,. 

0 
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,c;: 

,, C:olnpany hy i:hc ld''' fi.rm of Px.:mh: ' .. 

''B·~u:nste;:_in, ConavH:lj.' & Go.J~dn:\ . '(Se:c lqoto (C.) !:o f~:?.:.;!...l'\: .. 2?:J::l1UNBH1\.'['10~ 
l ;< ~ " 

OJ~~ DIHEt.;•.t.~01:{.-; i\'~·1D c-;•'flCl:~· .. ) 
-:-.:~~--~---·...--:-···- __ ,__ -··. ~:-.. ~·- 0 

· ·' B ~ Dn.rin~r · ·t:.he Co1~~i. 1.~.ny l s 

~· ··~ ,. '•1ji: .. n~ llil:cator oi: Of:F.icu:r: of the Cowpany or a.ssoci.utc of such pcr::;on.:> >·:<ls 
~~;;~-~:.~/~'I <, 

.. l'P··, 
·' "'· ,,. __ 

l:g._de).>,~ed to the Co~tpany, Assocird:ed or cu1y of A.S.co:-.!it'1tec1 • r;. t~l.~bsid~ t)l.'.t c~n • 

Ce Otl'fr;n~ {-:hat'{("flny·'· paymente \·)hich may b:avi2 been mudt~ Pu.J:·sn?..t:i::. ~:, 
., 

,:;:) ~ to the terms '·of any pc;_n;->ion, ;c!.!tirt:.nn~~·t, s;avin~t; o:C r;.i.ini J.n.2.~ plan 1.-~: d. c;;l 

~ may- hnv<:! hccn p:fo\d.d:;:~ by. tho Compp,ny, z-~ssocia:'"c~~-- o:t .. any of hs_soc3.t.:i:ccl 's 

/f 

s-ubs5.cliarics, Clu ng tb.e Comppny 1 s fisCc-.1" year endc~d Fob:t:un.:t·y 3, 1973! 
" 

there t·n~re no tran~act::i.ons, and tlllirG: i~3:J no prcsf;ntlv prOJ:':'!OScd" trans-
• ' - .I ' II 

action 1 to \·!h,ich ctny o:i: t:he· snid plan!!i \1ttS or ic. J._.:(! be a party 
1 

in 

1vili<.:h ~&ny Director" oi:: Officer of the CDlnp<1.11:\', 
~ 

named under s~c'tion· A 

theraof or i·e:J.ative ol: 
:;';-

~:< 

of Item ll hei'eof r cr any i:clutiva or~spousc 
4~ . 

<my suc:11 spotse 1·1ho=has the s;une home as any 

o:c sccm:ity holder or whu L{ a Director o:r 

cif:ficer ·a£- r~ssociu.t,tjQ. o:c a.ny of l-i.ssoc:tated' s subsidia1~.'les 
1 

had or is 

""" to ,have a direct or indirect material interest. 
Q 

* * * 
" c 

" Pursu<>.nt to the requi:cemen'l~s of Section 13 or 15 (d) of 
D 

tha Securities E,xch<~i1'g<Y'ii.,:t of 1934., the J:egi::;t:,:rmt has dnly cgu.s.ed 
0 .• 

thi.S l:eport:. '-t-_o be ,;:ni9nod c·n .ii:!~ behhlf by f.}-:~(~ unt.~Prt:d.~fl'H~d, thercunt-.:o 
0 

Ctul~r o.utho!-:L:::c"1; 

DIVl~RSIFIF:D i~'l'.;1.T.l".·LNG COt .. H"i".NY', INC. 
'.· 

0 

~ ~· ny; \ . /,/)\.\, ·.. - .... -.- -- , --
Robert H. Gold n, i?rcs~.dcnt 

,. Dnte:_:~--4J iJ J 
c II 
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ANNUAL REPORT ON FORN 10-K 

ITEM lO(a) 

FINANCIAL STATEMENTS AND SCHEDULES 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

February 3, 1973 and January 29, 1972 
', 

The following consolidated -financial statements and schedules of 'the 
,registrant and its subsidiary and of the registrant (parent compan:h>f'6r- the fiscal 
years 1973 a'l,d 1972 are submitted herewith: '/ -· () 

Consolidated: 
Consolidated Balance Sh~~t 
Statement of Consolidated Earnings --· 
Statement of Consolidated Earnings Retained in the Busir.ess 
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 
Statement of Changes in Financial 
Notes to Financial Statements 

,_ 

0· 

the Business 
Position 

Schedule 'I - Short-Term -~ommercial Paper, Marketable Securities 
and Other Security Investments 

Schedule III - Investments in Securities of Affiliates 
Schedule V - Property, Plant and Equipment 
Schedule,VI Accumulated Depreciation, Depletion and Amortization 

of Property, Plant and Equipment 
Schedule XVI - Supplementary Income Statement Information 

'-' 

All other schedules (Nos. H, IV, VII, VIII, IX', X, XI, XII, XIII, XIV, 
XV, XVII, XVIII and XIX) for which provision is made in the applicable regulation 
of the Securities and,Exchange Commission are not required under the related 

v "-=> 
instructions or are inapplicable, and therefore have been o~~tted. With respect to 
Schedule XIII, the information applicable to the consolidated subsidiaries Eas bee~ .. 
omitted as they are wholly-owned and the answers to Columns G and H would be "none'!\,• 

The following financial statements and schedules of the unconsolidated -- · 
insurance subsidiary for the year 1972 are submitted herewith: 

Statement of Oper~ti;,ns 
Statement of Capital Stock and Surplus 
Statement of Changes in Financial'Position 
Notes to Financial . .St11-t'ements ., 
Schedule I Bonds 
Schedule II Sto~ks - Other Than Stocks of Affiliates 
Schedule V - Summary o~ Investments inSecurities -Other Than 

Securittes of Af;:iliates 
Schedule VI - Investments in Stocks of Affiliates 
Schedule VII - Pt;,.,iums, Losses and Underwriting Expenses 
Schedule X - Income from Dividends ... ~ Equity in Net Profit of Affiliates 
Schedule XI Summa:ry·of Realized Gain on Sale of Investments 

All other schedules (Nos. III, IV, VIII and IX) for Which provision is 
made in the applicable regulation of the Securities and Exchange Commission are not 
reql\ire'd under the related_ instructions or are inapplicable, and therefore have been 
omitted. The information required in Schedufe VIII is included in the notes to 
the financial statements of the insurance subsidiary. -

The_ following exhibits are attached and made a part of this .filing: 

Exhibit A"' -
Exhibit B -
Exhibit C -

DISCtt!fSUR 

Computatior/1bf Earnings Per Share 
1972 Annual Report of Blue Chip Stamps 
1972 Annual Report of Berkshire Hathaway, Inc. 

IF THE ABOVE PAGE IS LESS CLEAR THAN 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Board of Directors 

ERNST 0. ERNST 
ONE: HORTH CHARLCS 

BALTIMORE, MARYLAND 
0!1201 

Diversified Retailing Company, Inc. 
Baltimore, Maryland 

We have examined the financial statements of ''Diversified 
Retailing Company, Inc. (parent company) and the consolid~ted financial 
statements of Diver.sified Retailing Company, Inc. and supsi~iary for the 
years ended February 3, 1973 and January 29, 1972, and the ·related 
schedules listed in the accompanying index. Our examinations were made 
in accordance with generally a~cepted auditing standards, and accordingly 
included such tests of the accounting records arid such other auditing 
procedures as we considered necessary in the circumstances. We did not 
examine the financial statements of Associated Retail Stores, Inc. 
(Associated), a consolidated subsidiary, for the year ended January 29, 
1972, which statements ref.!;ect total assets before restatement for the 
equity method of accounting, constituting 93% of the consolidated assets. 
These statements were examined by other auditors whose report thereon 
has been furnished to us and our opinion expressed herein, insofar as it 
relates ,to amounts included for Associated before the aforementioned 
restatement, is,,based solely on the report of the other auditors. We 
have reviewed tlie restatement of such financial statements to adopt the 
equity method. of accounting for investments in affiliated companies as 
described in ·Notes A and C to the financial statements. Further, the " 
financial statements of Associated's unconsolidated subsidiary and 
certain affiliated companies used as the basis for recording Associated's 
equity in net income of those corporations were examined by other auditors 
whose reports were furnished to us. Our opinion expressed hetein, insofar 
as it relates to the amount of income included for those companies for 
each of the years ended February 3, 1973 and January 29, 1972 is based 
solely on the reports of other auditors. 

' 
The report of the other auditors on the financial statements of 

Blue Chip Stamps (Blue Chip), an affiliated company, is qualified with 
respect to the r~.solution of pending legal proceedings referred to in 
Note·. 11 to the financial statements of Blue Chip, which stateraents are 
included as ExhitJit B to this annual report'· on Form 10-K. The investment 
in Blue Chip is (jeld by Associated.1md "its unconsolidated subsidiary and 
is carried at cost•· plus equity in undistributed earnings, which at 
Fehruary 3, '1973 aggregated $11,834,000 . . , 

In our·. opinion, based upon ou~ examination and the aforementioned 
reports of other auditors, and subject to the effect if any, on th,~ 
financial statements resulting from the ultimate outcome of the legal 
proceedings referred to in the preceding paragraph, the accompanying 
balance.sheets and statements of earnings, earnings retained in the business 

:~ . 
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and changes in financial position present fairly the financial position 
of Diversified Retailing Company, Inc. (parent company) and of Diversified 
Retailing Company, Inc. and subsidiary at February 3, 1973 and January 29, 
1972, and the respective results of their operations, and changes in 
financial position for the years then ended, in conformity with generally 
accep~ed accounting principles applied on a consistent basis after 
restatement for the change, with which we concur, in the method of 
accounting for investments in affiliated companies as described in Notes A 
and C to the financial statements. Further, it is our opinion that 
Schedules I, III (subject to the effect of the aforementioned legal 
proceedings), V, VI and XVI present fairly the information set forth 
therein. 

Baltimore, Maryland 
April 23, 1973 
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IF THE ABOVE PAGE I& LESS CLEAR THAN • IT IS 
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To the Board of Directors 
Associated Retail Stores, Inc.: 

., --, 

,, We have examined the consolidated balance sheet of·· 
ASSOCIATED RETAIL STORES, INC. and. Consolidated Subsidiaries (the 
Company) as at January 29, 1972 and the related consolidated state­
ments of operations and retained earnings and changes in financial 
position for the fiscal year (fifty-two weeks) then enlled. our ex­
amination was made in accordance with generally accepted auditing 
standar'ds, and accordingly included such tests of the accounting 
records and such other auditing procedures as·w~ considered neces­
sary in the circumstances. We d:l,d not examine t11e f:!J\81\cial state­
ments of Reinsurance Corp. of Nebraska (RCN), an'uncmlsolidated sub­
sidiary (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 in­
vestment in and equity"in earnings of RCN is based solely upon the 
report of such other accountants. The .investment 1n RCN aggregat~d 
27.~ of consolidated assets at January 29, 1972. 

As described 1n Note c, the Company and RCN have invested· 
an ag~egate of $10,009,626 in Blue Chip Stamps after giving effect 
to a March 1972 transaction; this amgunt represents 47.6~ of con-. 
aolidated stockholder 1s.equity at January 29, 1972. We did not 
ex•m:tne ,,,the consolidated financial statements of Blue Chip Stamps 
as at March 4, 1972cand for the fiscal year then ended; such state­
ments were examined by other accountants whose report thereon has 
bee~.turnished to us. Such report is subject to the effect, if any, 
of c~rtain legal procee!lin~s as to which c.ounse.l is no. t. able , to pre­
dict the ultimate outcome (Note C). our opinion expressed herein, 
insofar as it .relates to the investments in Blue Chip Stamps in-
cluded irt "Other security investments" and "Investment in Reinsurance 
Corp. of Nebraska11 is baaed solely upon the report of' such other ac­
countants .• 

' In our opinion, baaed upon our examination and upon the 
"aforementioned reports of the other accountants for RCN and Blue 
Chip Stamps, subject to the ettect, if an~ of the legal proceedings 
referred to in the preceding paragraph on the. valuation of .the inveat­
'menta in Blue Chip Stamps by the Company and RCN, the aforementioned 
consolidated .financial statements, which do not appear·aeparately in 
t}le Form 10-K"' .. of Diversified Retailing Company. Inc. • 'Present fairly 
the consolidated fitlancial position of Associated Retail Stores, Inc. 
and Coneolldated Subaidlaries at JanU!Ll'Y 29, c1972 and the 6'onaolidated 
operating results and changes in financial position for the fiscal 
year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 

~ year, except for the change in accounting by RCN for ita ipveat~ents 
in marketable securities as described in Note B, which chailge was 
approved by the accountants for RCN. 

I! (II . 
" ,, 
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We have also examined the related Schedules I, IV and 
XVII, V, VI and XVI o~ Associated Retail Stores,Inc. and Consoli­
dated Subs,idiaries, which do not appear separately in the Form 10-K. 
~n our opinion, Schedules I, V, VI and XVI present fairly the infor­
mation required to be set forth tfierein. Schedules IV and XVII, 
subject,to the effect, i~ any, of the legal proceedings referred to 
above, also present ~airly the information required to be set forth 

' therein. 

March 17, 1972 
New York, New York 

'\ 

,\ Attention is directed, to our 
~, supplementary letter dated 
)\ April 23, 1973, whic,P, is made 

a ~art hereof. ~ 

/) 

CERTIFIED PUBLIC ACCpUNTANTS 

0 

01 
- ' - . . ·. ' ' 

, IF THE AI'IOVE PAGE IS LESS CLEAR THAN THIISTATEMENT, IT IS 
DUE To,,, POOR PHOTOGRAPHIC QUALITY OF THIS DOCU711ENT. 
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To the Board of Directors 
Associated Retail Stores, Inc. 

On March 17, 1972, we rendered our report on 'our examina­

tion of the consolidated financial statements and supporting sched-

ules as at January 29, 1972 and for the year then ended, as set forth 

in such report, of Associated Retail Stores, Inc. and Consolidated 

Subsidiaries. A cc,py of our report is attached he;rewi th. 

You have advised us that tl{e provisio,p.j! of Accounting 

Principles Board Opinion No. 18, which became effective for fiscal 
,, 

periods beginning after December 31, 1971, have been applied retro-

actively to the aforementioned financial statements and schedules 

11, examined by us. We have not examined such adjustments to the afore­

mentioned financial statements and schedules and no opinion'is ex-

pressed by us on such adJus,tments. 

Except for the effect of applying the provisions of 

Accounting Principles Board Opinion No. 18, we reaffirm our opinion 

of March 17, 1972 which is contained in the third and fourth para­

graphs of our report of that date. 

\. 

CERTIFIED PUBLIC ACCOUNTANTS 
' • '1, 

April 23, 1973 

. IF THE AIOVEPAGE .. · .. · ·.·. . THAN THII...:~~illiNT,~tiS 
DUE TO POOR PHOTOGRAPHIC. QUALm' QF THII' DOCUMENT. 
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CONSOLIDATED BALANCE SHEET 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUliSIDIARY 

l ·. 
;f 

CURRENT.' ASSETS 

ASSETS 

Cash 
Short-term commercial paper and other marketable 

securities -at cost, which approximates market 
Accounts receivable 
Merchandise inventories - Notes A and L 
Prepaid expenses 

TOTAL CURRENT ASSE~S 

INVESTMENTS AND OTHER ASSETS 
Investment in unconsolidated subsidiary -

Notes A, B and M 
Investment in affiliated c9mpanies -

Notes A, C and M ' 
Other security investments - Notes A and M 
Other assets - Note A 

PROPERTY, PLANT AND EQUIPMENT - at cost, less 
allowance for depreciation and amortization of 
$991,852 arid $1,331,812- Notes A, Dand L_ 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 11 

Trade and sundry accounts 
Salaries, wages and bonuses 
Taxes other than taxes on income 
Accrued interest 
Taxes on income 
Other current liabilities 

TOTAL CURRENT'' LIABILITIES 

DEFERRED INCOME TAXES - Notes A, C a9d E 

LONG-TERM DEBT - less current mat:~~ities - Note F 

DEFERRED CREDIT - unamortized ex~ess of carrying 
amount of net assets of subsidiary over 
acquisition cost- NoteA 

STOCKHOLDERS ' EQUITY - Notes F, G and L 
Common Stock - voting, par value: $.0003 

Authorized: 3,333,333-1/3 shares 
Issued and outstanding: l,ooo,ooq shares 

Additional paid-in capital 
Earnings ~etained in the business 

COMMI'nlENTS AND CONTINGENT LIABILITIES -
Notes D, H, I and J 

See 'notes to consolidated"' financial statements. II 
•.· .. ·' 

February· 3, 
1973 

$ 882,020 

1,495,297 
249,212 

3,818,520 
741195 

6,519,244 

7,516,244 

11,259,204 
206,763 
598,111 

19,580,322 

11756 1340 

January 29, 
1972 

$ 874,205 

999,278 
218,624 

4,484,38~ 
1811279 

6, 757.770 

6,561,400 

5,352,878 
3,.769 ,225 

682,832_ 
16,366,335 

11885,693 

. $27,855,906 S25,009,798 

$ 

0 

388,027 
142,215 
261,947. 
162,.008 
353,779 
83 1889 

1,391,865 

143,346 

7,842,885 

557,315 

300 
5,999,700 

1119201495 
17,920,495 

$ 610,384 
160,001 
193,840 
157.345 
206,053' 
901015 

. 1,417,638 

109,718 

7,791,544 

688,445 

300 

$27,855,906 $25,009,798 
w· 

DIS€slfSUR IF THE ABOVE PAGE IS LESS CLEAR THAN STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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STATEMENT OF CONSOLIDATED EARNINGS 

DIVERSIFIED RETAILING COMPANY, INC. 
\'i 

AND SUBSIDIARY 

.~· 

Net ~ales (including 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 - Note A 
Dividends 
Interest and financing cost 
Interest income 
Miscellaneous , 

\ 

EARNINGS BEFORE INCOME TAXES, EQUITIES 
IN EARNINGS OF UNCONSOLIDATED 
SUBSIDIARY AND AFFILIATED COMPANIES 
AND EXTRAORDINARY ITEMS 

Taxes on income: 
Federal - Notes A and E 
State and local 

EARNINGS BEFORE EQUITIES IN EARNINGS OF 
UNCONSOLIDATED SUBSIDIARY AND 
AFFILIATED COMPANIES AND 
EXTRAORDINARY ITEMS 

Equity in earnings of unconsolidated subsidiary -
Note B 

Equity in earnings of affiliated companies (net 
of deferred income taxes: 1973 - $83,628; 
1972 -. $30,243h- Notes A and C 

EARNINGS BEFORE EXTRAORDINARY ITEMS 

Extraordinary items: 
Gain on exchange of securities - Note K 
Additional income taxes related to sale 

of subsidiary - Note E 

NET EARNINGS 

Earnings, per share·: 
. Earnings before equities in earnings of ... 
. ,, unconsolidated subsidiary and affiliated 

·~o~panies and extraordinary items 
"»\- . 

Equity .. in earnings of unconsolidated subsidiary 

Equity in earnings of affiliated companies 

Extraordinary items 

Net earnings 

See notes to consolidated financial statements. 
' L) 

Fiscal year ended 
February 3, January 29, 

1973 1972 
(53 weeks) (52 weeks) 

$38,918,071 
25,427,906 
13,490,165 

( 

11,775,923 
1,714,242 

131,130 
20,060 

687 ,408) 
.,.9,995 
73,710 

1,261,729 

410,000 
255,000 
665,000 

596,729 

954,844 

1,173,448 
·. 2,725,021 

193,021 

'$38,597,747 
25,687,843 
12,999,904 

( 

( 

11,438,302 
1,471,602 

131,130 
46,507 

673,049) 
28,8b9 

188,626 

1,193,685 

372,000 
245,000 
617,000 

576,685 

620,887 

429,308 
1,626,880 

111,000) 

$ 2,9'1.8,042 $ 1,515,880 

$ .60 $ .58 

.96 .62 

1.17 .43 

.19 ( .11) 

$ 2.92 $ 1.52 



STATEMENT OF CONSOLIDATED EARNINGS RETAINED IN THE BUSINESS 

!C,, 

DIVERSIFIED RETAILING COHPANY, INC. 

AND SUBSIDIARY 

Balance at beginning of year: 
As previously reported 
Adjustment to reflect equity in undistributed 

earnings of affiliated companies at 
January 30, 1971 - Note C 

As restated 

Net earnings for the year ·~') 

Reversal of equity in unrealized appreciation 
of marketable securities of unconsolidated 
insurance subsidiary, less provision for 
income taxes - Note B 

BALANCE AT END OF YEAR 

( ) indicate red figure. 

See notes to consolidated financial statements. 

DISCt\I§URE IF THE ABOVE PAGE IS LESS CLEAR 
DUE TO POOR PHOTOGRAPHIC U~IALITY ' . 

Fiscal year ended 
February 3, January 29, 

1973 1972 

$7,476,355 

394,355 
$ 9,002,453 7,870,710 

2,918,042 1,515,880 

( 384! 137) 

$11,920,495' $9,002,453 

l 
' ' l 
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION 

DIVERSIFIED RETAILING COMPANY, INC. 
~~ 

AND SUBSIDIARY 

Fiscal ~ear ended 

SOURCE OF FUNDS 
From ope~ations: 

Net earnings before extraordinary items 
Charges (credits) to earnings which did 

not affect working capital: ' 
Depreciation and amortization 
Amortization o•f excess of carrying 

amount of net assets of subsidiary 
m 

D over acquisition, costs 
Deferred income ta'xes 
Amortization of finance costs 
Equity in earnings of unconsolidated 

insurance subsidiary 

!) 

Eq1,1ity in earnings of affiliated companies 0 

in excess of dividends received ,, 
Deferred taxes (related to equity in 

earnings of affiliated companies) 
TOTAL FROM OPERATIONS 

Extraordinary items: 
Income taxes applicable to extraordinary 

,7 gain on ,fxchange of securities 
Additional income taxes related to sale 

of su)>sidiary 
Proceeds from long-term borrowing 
Deductions from property, plant and equipment 
Dect·ease in other assets 

APPLICATION OF FUNDS 
,. Investme.nt in unconsolidated subsidiary 
:}Investment in affiliated companies 

Additions to property, plant ·~hd. i!'quipment 
f, '· 

Increase in other security investments 
Increase in other assets 

February 3, 
1973 

$2,725,021 

( 
( 

( 

( 

( 

176' 472 
,_,, 

131,130) 

"'' 50,000) 
28,202 

954,844) 

1,125,020) 

83~628 
752,329 

'< 

82,724) 

51,341 
1,827 

56' 519 
779,292 

943' 099 
.. ;, ""~~; 946 

992,045 

DECREASE IN WORKING CAPITAL 
0 

$' 21Z, 753 

,,., 

January 29, 
1972 

'" 
$1,626,880 

189, 236 

( 131,130) 
(·'· 

25,000 
28,280 

( 620, 887) 
.. 

( 376,595) F 

30, 243 
771' 027 

,)' 

( 111,000) 
354;'238 

/.•2•, 083 
0 u 

1, 026, 348' 

728,931 
282,038 
177,766 

54,036 
12,373 

1,255,164 

$ 228,816 

0 
,, 

/; 

., 

" 
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

INCREASE (DECREASE) IN COMPONENTS OF 
WORKING CAPITAL 

Current assets: 
Cash 
Short-term commerc~al paper aqd 

other marketable securi.ties o 

Accounts receivable 
Mercha~dise inventories 
Prepaid expenses 

Current liabilities: 
Trade and sundry ac<'i'lunts 
Salaries, wages and bonuses 
Taxes other than taxes on income:. 
Acdrued interest 
Taxes on income ~-- ,\/ 
Other current liabilities ··II 
Current portion of long-term debt 

/.' 
(i, 

"" 

,, 

NET CHANGE 

See notes to consolidated financial statements. ,, 

Fiscal year ended 
Februar,y '3, January 29, 

1973 1972 

$ .. 7,815 

496,019 
30,588 

( 665,864) 
( 107,084) 
( 238,526) 

( 222,357) 
( 17' 786) 

68,107 
4,663 

147' 726 
( 6,126) 

( 25, 773) 

$212,753 

" 

··~ D ,\, 
;,,l.J 

' 

($2, 060, 287) 

858, :p8 
( 19,166) 

666,854 
45,951 

( 508,370) 

191,900 
318 

( 21,090)• 
15,633 

( 204,894). 
" ( 91,433) I) 

( 169, 988) ~i 
( 279,554) / 

$ 228,816. 

\::;• ~ 
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NOTES TO CONSOLIDATED FINANClAL STATEMENTS 

DIVERSIFIED RETAILING COMPANY, INC. 
0 

AND SUBSIDIARY 

:;.~ 

February 3, 1973 and January 29, 1972 
II 

Note A - SIGNIFICANT ACCOUNTING FOLICIES 

,, ,. 

Principles of Consolidation " 

i': 
The consolidated (!,inancial statements include the accounts of the 
Company and its wholly-owned subsidiary, A~sociated Retail Stores, Inc, 
(Associated). '''n o-

~:-1 \\ -, .O:o;: 

At the date of acqu,isition of Associated by tlle Company, the carrying 
amount of the net assets of said subsidiary was in excess of the 
investment of Diversified in the amount of $1,311,309; this excess is 

''' being amortized over a ten-year period and is shown in the balance 
sheet net of accumulated amortization. Intercompany accounts and 
transactions have been eliminated in consol-idation. 

Associated's investment in Columbia Insurance Company (formerly~· 
Reinsurance Corp. of Nebraska), a wholly-owned unconsolidated insurance 
subsidiary (Note B), is accounted for using th~, equity method, whereby 
the Company recognizes currE;ntly in the coii·solida~.e~ statement of 
operations its interest in ,the ·earnings of such subsidiary. Columbia 
maintains its records on a, calendar-year basis in accordance with ,state 
insurance regulations. 

Merchandise Inventories 

Inven~,ories are priced at the lower' of cost Ot' market by use of the 
retail inventory method except as to warehouse inventorie.s where cost 
is determined by the first-in, first-out method. 

Investment in Affiliated Companies 

In compliance"with Accounting Principles Board Opinion No. 1s;,t)le 
Company adopted in fiscal 1973 the equity method of accounting)or 
investments in companies in which it has the ability to exercise 
significant influence through its direct and indirect holdings' •• 

" 

(Note C). Under this. method, which has been appiied ret'l:oacti..)'rily, the 
Company currently recognizes its equity in the net earnings o£: sutll 
affiliates. In determinittg the amounts reported as equity in net c "~,,._ 

'~earnings of a,ffiliated companies provision has been made for the ~ 

\'; (•) 

amortization over a forty-year)period of the difference b'C,~.een, the 
cost of the. Company's •·investment and the underlying equity in net 
assets' at the dates of acquisitioibof the various blocks of stock of 
the affiliated companies.' Deferred income taxes hav'i\l,).s"b been 
provided on the portion 'of sush equity represented by undistributed 
earnings. In making this computation it has been assumed that the 
e{lrnings ultimately• would be distributed as dividends and the dividends 
received deductions would be available to offset 85% of the gross 
di-(/idends, ,, 

In the opinion of msnagement the Company does not have the ability 
to exerc.ise ·significant influence' over certain other security · 
investments, which are accounted for und~r the cost ~ethod. 

·{) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COHPANY, INC. 

AND SUBSIDIARY 

February 3, 1973 and January. 29, 1972 
,, 

Note A - Property and Eguipmen t , 
(Cont' d) ,, 

Expenditures for maintenance, repairs, ren,ewals and betterments are 
reviewed by management and those items representing improvements to 

_ property and equipment are capitalized; other items are charged to 
u current operationS. At the t.ime ;iiS:sets ;'are retired or otherwise 

dispos'ed of, the cost and related al,lgwances for depreciation are 
eliminated from the asset and allowance accounts and the profit or 
loss on such disposition is refle'ct:10d in11current operations. When 
assets become fully depreciated .the co'st and related allowances for 
depreciation ,,are written off.· 

Depreciation fo'i' financial accounting and income tax purposes is based 
on the 150% declining balance method as to buildings and substantially 
on the straight-line method for all other property and equipment. 

\.'"; 

Federal Income Taxes 

The Company, Associated and Columbia file a consolidated federal income 
tax return. 0 The investment tax" credit •(not material) is accounted for 
as a ,.reduction of federal income taxes in the year in which the credit 
arises (flow-through method). 

Filtancing Costs 

Certain costs incurred in connection with ''the issuance of the 8% 
Debentures· have been capital'ized and are .being amortized ratably over 
the stipulated life ·•o f~ the debentures. 

\~ 
ii 

Note B - INVESTMENT IN UNCONSOLID~TED INSURANCE SUBSIDIARY 
\) 

Associated owns all of the issued ancf outstanding capital stock of 
Columbia In,surance Company, t1hich reinsures risks other than life and 
t:iotle. Th~ COSt of the investment ($5, 85'5, 389) is comprised Gof ,., 
original contributions of cash of $2,500,000· and .. marketable securities 
(at cost) of $3,35L5',3'89. 

As of December 31, 1970, marketable securities of c~\umbia were stat.ed 
at market value and, accordingly;; the change in unrealized appreciation 
o'f $384,137 (net of· deferred income taxes) was credited\ di.t;ectly to 
stockholder's equity.•·· In 1971, Columbia"chsnge<\, its method of 
accounting for ,marketable securities to the cost b'i';sis so as to present 
its securities, investments on the same basis as that of Associateil arid 
Diversified. Accordingly, the $384,137 n.et change in unrealized 
appreciation at December 31, 1970 was reversed, and is reflected as a " 
dir~ct charge to stockholder's equity during the year ended 
Dedtlmber 31 , · 1971. z• '"'· 

0 

Note C '~ INVESTMENT IN AFFILIATED COMPANIES 

il 

" 

At February 3, 1973 the Company, Associated and Columbia hold in the 
0 aggregate 16'7; and 9% of the outstanding ,conunon stock of Blue Chip 
Stamps and Berk'shire Hathaway, Inc., re~~ectively. In addition certain 
related personsjown 30% and 36%, respectively, of the outstanding 
conunon stockso'f these companies. Although disposition Of all br any 
lesser,.~amount of said comm:on stock of these affiliated companies may be 
subjec't to certain re$trictions, the aggt;,egate quoted market value of 
an equivalent .•. number of unrestricted shares at February 3,,1973 exceeds 
the cost of the aggregate imrestments of, the Company, Associated and· ·'' 
Columbia. ·,. ·· •· 

C'­
'.(. 
0 

,') 

i 
~ 
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NOTES.TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

February 3, 1973 and January 29, 1972 

Note C - The cost of Ass1ociated' s investment in Blue Chip (Diversified has no 
(Cont'd) investment in Blue Chip) exceeded the underlying equity in net assets 

at the dates of acquisition of the several blocks of Blue Chip stock 
by $2,109,025 at February 3, 1973. Blue Chip divide'\,ds received by 
Associated were $142,056 and $88,956 for the fiscal years, ended 
February 3, 1973 and January 29, 1972, respectively, and have been 
applied as a reduction of th.e inves!;11lent in the affiliated company 
pursuant to the change to the equity method of aricounting for such 
investments as described below and in Note A. 

Note D 

li 

The cost of; r,he Company's and Associated Is investments in Berkshire 
Hathaway; Ine. exceeded the underlying equity .inf>inet assets at the 
dates of acquisition of the several bl:ocl<:.s of stock by $9,903 at 
February 3, 1973. Berkshire has paid no dividends during the period 
of affiliation. 

In accordanc'l. with Accounting· Principles Board Op{nion No. 18 the 
Company, Asso'Ciated and Columbi'a in 1973 changed to the equity method 
(as described in Note A) of accounting for the investments in Blue . 

,_ - ' 
Chip Stamps and Berkshire Hathaway, Inc. ,It previously.had been the 
policy of these companies to r'ecognize as income only dividends · 
received within the. applicable fiscal year. The effect of this change 
was to increase earnings before _extraordinary items and net earnings 
by $1,780,184 ($1.78 per share) and $604,633 ($.60 per share), 
r<i'~pectively" for the fiscal years ended February 3, 1973 and 
January 29, 1972. ·After provision for applicable income t'l.xes 

o·th~ cumula.J:ive" effect of tlte change upon prior fiscal years of 
has been credited c.to earnings refained in the business as of 

(Note A) ~ 
$394,355 • 1\ 

January 30, 1971. • ,, ,) 
The 1972•Annual Reports.for Blue Chip Stamps and Berkshire 'Hathaway 
Inc •.. are included with this filing as ,Exhibits B and C, respectively, 
and@;hould be read in conjunction with' the consolidated financial 
statements. ·· 

PR~PERT)' AND EQUIPMENT 

0 

~~.· 
1=\o 

Property and equipment are comprised ,gf"the f,ol;owing: ,, 

• Feb..:\Iary 3, '' Jam.l~FY. 29, ;· 

Land 
Buildings ~: 

Building imp~ovements 
Leasehold, improv·ements 
Furniture, fixtures t?nd'' equipment 

.. . (I 
Less 'aJlowances • fo.•.rryJd.epreciation and 

amortba tion ..J/ ,. 
~. 

,, 
' 

,, !'973 '1972 

894,722 
599,373 
154, 8BO ,, 
351,805 

c 747,41'2 
z.,\j48; 192 

991,852 

'J -;./~ 

$ 894,722 
599,37.3 
534,310 
397,641 
791,459 

3,217,505 
'"- -: 

·- Y) 

1,331,,812' 

$1,885,693 
tD 

' ,, Q'''\ ·:. 0 =====a== 
Generally, the estiiiUl~~~usefui lives used fgr computing depreciation 

$1,756,340 

'\.'" ' 

range from 20 to 33 years for buildings, 4 to 14 yel]rs' for furniture, 
fixtures and equipment and the life of the' lease for" leasehold 
improvement§. 

() ., 1' ,. (J c II 

On or about .. April 2, 1973,'RAssociated, in a condemnat;ion pyoceeding on 
one of its properties which was carried at a net book valUe of 
approxima.~ely $875,000 at February 3, 1973, received. notification of a 
settlement approximating $1,35Q,.QOO, An additional amount of c 
approximately $135,000 is presentlYy being negotiated and·,''in counsel's 1; 
opinion, wJ.,ll be forthcoming. Associated' intends to c3ntinue to · 
oc_cupy the premises on a month-to-month ba!fis at an annual rent~l of 
$72,000. Deprec;ation"expense on the condemned property)amounted to 
$8,000 during the·lyear ~nded February 3, 1973. 

/1 ., 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

February 3, -~1973 and. January 29, 1972 

Note E - INCOME TAXES 

The Company's consolidated federal income '\:ax returns' have been 
examined by the Internal Revenue Service through February 1, 1969. In 
management's opinicl'n, there ''will be no material ass'essments for ,:;:,. 

subsequent years. 

Earnings subject to federal income taxes ~or the fiscal years ended 
February 3, 1973 and January 29, 1972 were reduced by approximately 
$17,000 and $40,000,, respectively, as a result of the dividends 
received deduction for dividends received on other security investments. 

'" As of January. 29, 1972 the current liability for inc:.ome taxes had been 
reduced by $49,000 due to the benefit of certain premium costs of 
Columbia Insurance Company lo1hich were deductib-le for income tax 
purposes but deferred for, financial accounting purposes: such amount 
was classified as deferred federal income taxes in the Associated .. . 
accounts. During the fisca-l year ended February 3, 1973, CQlumbfa,, 
which provides income taxes in its accounts on a separate return 
basis_, recognized deferred taxes in its accounts for such timing 
diffe'rence, and Associat_ed eliminated its provision ;for ... such items. 

On December 1, 1969 the Company received a non-interest be~ting note 
due February 1, 197-1 for $4,540,.000" in partial payment in connection 
with its sale o~ the capital stock of Hochschil,d, Kohn & Co.; 
Incorporated, on'e of its then two wholly-owned subsidiaries.·. In 
December 1970 the note receivable of $4,540,000 was pledged as 
collateral for a 11ote payable .tq a bank i·n the samE! amount. The note 
payable was paid on February 1, 1971 from the proc~~ds of til'E! note 
receivable. '"" v ' 
Inferest. income imputed at a"rate of 5% has been recognized for the 

,,year ended January 29, 1972 on the ab()ye note receivable for in~ome 
·tax. purposes only; related income taxes amounting to $111,000, which 
ha,s ~)le ej,fect of increasigg the loss previously recogni~ed on. the 
sale of this subsidiary, have been reflected as an extrao'rdinary item 

f • ' :;-, "-.} 

in the accompany1ng statement of consolidated earnings- for the year 
ended January 29, 1972. 

Note F - LONG-TERM DEBT ,, 
""'" 

8% Debentures 
9% Notes payable·· 

q' 
I/ 

February 3, 
1973 

$6,600,000 
1,242,885 

$7,842,885 

"' 0 ,,, 0 

January 29, 
1972 

$6,600,000 ~ 
...J....!.91 1 544 o[ 

$7,791,544 
.· ' •.0 

•'l'lle 8% Debentures issued by the Company pursuant" to a Trust Indenture 
'" da_ted as of Nqvember 1, 196 7 (~he "Debentures") are due on NpvembE!r 1,, 

1985. The aggregate principal amount of the: Debent~reill is unlimited. 
The Debentures bear .. interest .. at a, fixed annual rate·' of 8% payable 
semi-annually until maturity, and ··bear participating addJtional " 
interest each year up to <11 maximum of 1% contingent upon the amount 
of adjusted cons.;'tidated earnings" be,fore incdl!'e ~axes for the previous· 
fiscal year of the Company. No contingent interest was pa~~ble under 

"these proV:isions dulling the fisc\11 years ·ended February 3, "1973 and' 
January 29, 1972. 

.,, 
[l !! 
'" / 

(J 

.. 

._,IF THE ABOVE PAGE IS LESS CLEAR THAN ~~~::~;IT~I~.~-;: . .,.~_,=-cr-=~ 
o'UE TO POOR PHOTOGRAPHIC QUALITY'''OF T,HIS"DOCUMENT. 

0 0 0~ 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, ''l:NC. 

AND SUBSIDIARY 

FebruarY 3, 1973 and January 29, 1972 

Note F - The Debentures are subject to redemption at the option of the Company 
(Cont'd) at 105.5% of the principal amount of each such Debenture to October 31, 

1973 and ~t reduced percentages of the principal amount of each such 
Debenture~thereafter. The Debentures are also subject to redemption 
at par plus accrued fixed and participating additional interest 
through operation of a contingent sinking fund. Sinking fund payments 
on anniversary dates are contingent upon the amount of adjusted 
consolidlted net worth at· preceding fiscal year end. No ·payment will 
be required at October. 28, 1973. The Debentures are further subject 
to redelllption at the option of each Debenture holder,. exercisable 
within s i:x/~y days. following notice that, other than by rea(son of the 
'death of Warren E. Buffett, said Warren E. Buffett or an organ~zation 
controlleg by., him, shall cease to own in c.ombined holdings., a larger 
bl'ock' of shares with votirlg rights of the Company than any other 

0 
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 Debentures, upon the happening of certarn events, 
shall be entitled to vote upon certain matters to the exclusion of all 0 

holders of the common stock of the Company. 

The '!;,rust Indenture covering the' Debentures contains certain 
.restrictions applicable to the Company relating to net worth, s 
~edemption of stock and payment of dividends. At ·February 3, 197.3 

earnings retained in the business were not subject to such t:fstrictions• 
,. ' l 

No'tes payable were i\.sued primad.cly in exchange f~r common stock of an 
affiliated 'comp.any. These notes become due at varying dates fro!" 
May 1, 1974 to January 4, 1988 and bear interest at a fixed anmfal 
rate of 9'7o payable semi-annually. The notes are also due on th~:'· 
respective payees.' "aemand on or after the expi;:ation of twelve m~nths 
following the date of death o,£ Warre'i), E. Buffett. The ·current m.jlturity 
of these notes is immaterial 11.nd has not been separately disclos

1

ed in 
current liabilities. dii · 

~\ 

Interest' expe~se 'on long-term debt w~b $639,000 and $6t2,000 for the 
two years ended February 3, 1973 and January 29, 1972, respective,ly. 

' ' 

Note G - STOCKHO!)DERS' EQUITY J . ' 
There were no changes in the capit~stock and 

' capital accounts during the fiscal/years ended 

Note c.H 

January 29, 1972. 

additional paid-in 
February 3, 1973 and 

ii 

At February 3, 1973 eamings retained in the business included 
$3,382,000 i-,epresenting undistributed earnj.ngs of affiliated companies 
and Associated's unconsolidated subsid~ary. 

.. "' . c./ 
·LITIGATION ·· ,c., . o 

(i 

0 

Associated is a defendant in a suit claiming punitive damages of 
$1,000,000 and' personal injury of $10,000. The insurance carrier 
defending this action but has notified Associated that" it (the 
.insur11nce carrier) has no lfab:flity for P'{~it,~ve dainages. In t~e 
opinion of counsel •·for AssociatJed, recovery by the plaintiff of· 
punitive damages is remoted. ,_; · 

0 

,,. 

~).o 
There are various other suits and claims pe.nding against, Associated 
which, in ll!anageihenJ's opinion, will,, not result in any material 

,}iabil,ity. :, J ·· 

':.< 

,, 

_p 



a 

/) 

'f) 

,, 

II ,, 

:' 

,, 

NOTES TO CONSOLIDATED FINANCIAL STATE~IENTS - CONTINUED 

DIVERSIFIED RETAILING COMPANY, INC. 

AND SUBSIDIARY 

February 3, 1973 and January 29, 1972 

Note I - LEASES 

~ 

0 

Associ.at'ed and its consolidated subsidiaries lease 68 stores, 
warehouse facilities and New York offices, under leases expiring at 
various dates through 1988 which require minimum annual {'entals plus, •. ,, 
under the terms of certain leases, additional payments for taxes, 
other expenses and percentage,rentals. The addit'i?onal charges amounted 
to approximately $360,000 for the fiscal year ended February 3, 19~3. 
Minimum annual rentals under existing leases follow: 

<'f..: 

Fiscal Minimum Annual 
D I ear en din!! in Rentals 

::_I 

\i. 
Y' 1973 $1,521,000 

c 1974 1,564,000 
({ 

0 i975 1,383,000 
1976 1,129,000 
1977 1 ;'020, 000 
1978 756,000 

~ 

Associated leases data processing equipment for approximately $50,000 
a year through 1975. 

Note J - PENSION PIAN 
{/ 0 

Associated has a non-ctmt{'ibutory trusteed pension plan covering , 
eligible full-time employees •. , The total pen,s~on expense for the ""' 
fiscal years ended February 3, 1973 and Jariu~ry 29, 1972 was $65;'000 
and $64,000, respectively, which includes amortization of past service 
liability over a thirty-year peri'Od. Associated's policy is to fund 
pensipn cost accrued. Par'ticipants do .\!ot have a vested. interest in 
the plan. The unfunded past service liii'bility at February 3, 1973 was 
approximately $117,000. 

Note K - EXTRAORDINARY GAIN ON, EXCHANGE OF SECURITIES 

In March 1972 the Company exchanged certain other securities for 
300,000 shares of Blue Chip Stamps common stock. with a basis of 
$3,861,000. ~ This transactj,on was considered a•.'taxable exchange under 
applicable income tax regulations and the gain oh the exchange, after' 
reduction for income 'taxes of. $82,724, has been .,shown as an 
extraordinary gain in.the statement of earnings. 

Note L - SuPPLEMENTAL NOTE - INVENTORIES 

· Inventories used in the computaq.o.n of cost of goods s·old were,as 
follows: ,.. ,'j_,.,:.·· 

January 30, 1971 
January 29, 1972 .· 
February 3! 1973 

0 

$3,817,530 
4,484,384 
3,818,520 

Note M - INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN TRANSACTI~!S 

' As disclosed in Item 15, Interest of Management and Others in Certain 
Transactions, cer·t:ain sto.ck included in investment in affiliated 
companies and other security investments was purchased either from or 
through related parties. 

,, 

RE 

' 
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BALANCE SHEET 

DIVERSIFIED RETAILING~COMPANY, INC. 

ASSETS D 

Cash 
Due from subsidiary 
Investment in affiliated compa~y - Notes A and 
Investment in subsidiary - Notes A, C and H 
Unamortized cost of long-term financing - Note 

B 

A 

(~ 

LIABILITIES AND STOCKHOLDERS' EQUITY 
(1,~· 

Accrued interest and othe"r7 expenses ,, 
Deferred income taxes - Note A 
8% Debentures - Note D 
9%.•c;Notes payable - Note E ·· 
Unamortized excess of carrying amount of net assets 

of subsidiary over acquisition cost - Note A 
Stockhblders' ·equity - Notes D, G and I: 

Common Stock - voting, par value $.0p03 
,.,,..__ · __ :i: 3,333,333-1/3 shares "' 
Issued and outstanding: 1,000,000 shares 

Additional paid-in capital 
Earnings re.tained in the businesl' 

(j] 

See notes to financial statements. 

c 

,, 

•' 
0 

,~, 

-;(. 

() 

February 3, 
'1973_ 

0 

$ 83,992 
21,000 

1,707,532 
24,357' 260 

359,273 
":\ 

$26 i 529,057 

$ ""' 171,610 
36,752 

6,600,000 
1,242,885 

557 ;'315 

300 
5, 999,.700 

11,920,495 
17,920,495 

$26,529,057 

,, 

,. 

January 29, 

' . 

1972 

$ 84,840 
21,000 

1,322, 952 
21,846,505 

387,475 

$23,662,772 

$ 166.839 
13,491 

6,600,000 
1,191,544 

688,445 

300 
5, 999,70,0 
9,002,453 

15,002,453 

$23,662,772 

·;.') 
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STATEMENT OF EARNINGS 

DIVERSIFIED RETAILING COMPANY, INC. 

·r ~ ··. · f · f 
ncome - nmort1zat1on o excess o net assets 
of subs\tiary ~~er acquisition .cost - Note A 

~=~:~=~ \lnd administrative expenses 
Interest~and financing costs - Note A 

LOS~l1 BEFORE INCOME. TAXES, EQUITIES IN EARNINGS 
0~\ SUBSIDIARY A]!D AFFILIATED COMPANY AND 
EXTRAORDINARY ITEM 

Federal incl\me tax credit - Note A 

~ 
LOSS BEFORE EQUITIES IN EARNINGS OF 

\' SUBSIDIARY AND AFFILIATED COMPANY 
,\ AND EXTRAORDINARY ITEM .•. c 

Equity in earnings of subsidiary -
Notes A, B\knd C 

Equity in earrtings of affiliated company net of 
deferred in~ome taxes: 1973 - $23,261; 

I' 1972 - $12,!115 - Notes A and C 
Jl EARNINGS BEFORE EXTRAORDINARY ITEM 

Extraordinary\~tem -additional income taxes 
related to s~~\e· of subsidiary - Note F 

\ NET EARNINGS 

Earnings per share: 
Loss before equities in earnings of 

G) subsidiary and af(iliated comp~ny and 
extraordinary item 

Equity in earnings of subsidiary 
Equity in earnings of affiliated company 

·Extraordinary item 

Net earnings 

( ) indicate red figure. 

,, 

See notes to financial statements. 

(I 

'I' 
' 

i.~ 

( 

( 

Fiscal year ended "\ 
February 3, January 29, 

. 1973 1972 
(53 weeks) (52 weeks) 

$ 131,130 

19,978 
667,470 
687,448 

556,318) ( 

330,000 

226. 318) ( 

2,840,255 

304,105 
2,918,042 

$2,918,042 

$ 
·'0 131,130 

20,253 
640,214 
660,467 

529, 337) 

317,000 

212,337) 

.168,372 
1;626,880 

111,'000) 

$1,515,880 

/' 
II 

($ ; .• 23) ($ 
112.84 

• 21) 
1.67 

.17 

.fl) 

$ 
~., 

.31 
( 

2. 9.2 ,,, $ 

.• . , 

''· 

1,52 

'() 

\') 

(/ 0 

'.1 
:0 

DISCLCfSURE ' . 

IF THE ABOVE PAGE IS LESS CLEAR THAN STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC OUALITY. OF THIS DOCUMENT. 



STATEMENT OF EARNINGS RETAINED IN THE BUSINESS 

DIVERSIFIED RETAILING COMPANY, INC. 

Balance at beginning of year: 
As previously reported 
Adjustment to reflect equity in undistributed 

earnings of affiliated company at 
January 30, 1971 - Note C 

As restated 

Net earnings for the year 
0 

Reversal of equity in unrealized appreciation 
of marketable securities of unconsolidated 
insurance subsidiary, less provision for 
income taxes 

BALANCE AT END OF YEAR 

.f}il 

" ,, 

D· 

Fiscal year ended 
February 3, January 29, 

1973 1.972 

$ 9,002,453 

2, 918,042 

$7;476,355 

394,355 
7, 870,710 

1,515,880 

( 384, 137) 

$11,920,495 $9,002,453 

,, 

·; ,, 
., 

·.~ 



STATEMENT OF CHANGES IN FINANCIAL POSITION 

DIVERSIFIED RETAILING COMPANY, INC. 

/~.--
(,0f'.:'}\f'1':soURCE OF FUNDS 
.-J~[l;!J>:.:~: .. :!f;:~- From operations: 
1;; · k;:i:; · '"c{,, Net earnings for the year before 
· ,,- " ···-"'=·-- extraordinary i tern 

· -Charges (credits) to earnings which did 
not affect working capital: 

[? 

Amortization of excess of carrying amounts 
of net a_~sets of subsidiary over 
acqiiisi don cost 

Amortization of long-term financing costs 
Excess of equity in earnings of subsidiary 

over dividends recei'ved 
Equity in earnings of affiliated company 
Deferred income taxes (applicable to equity 

in earnings of affiliated company) 
TOTAL FROM OPERATIONS 

Extraordinary item - additional income taxes 
related to sale of subsidiary 

Red~cti9n of investment,-~.n subsidiary resu 1ti1tg 
from extraordinary i tiM 

Proce~~s .from long-term borr()wing , 
Decrease''in other' asqets -- D 

APPLICATION OF FUNDS 
·· Investment in affiliated company 

~;-· ,; 

'" 

(DECREASE) INCREASE IN WORKING CAPITAL 

INCREASE (DECREASE) IN COMPONENTS 
OF WORKING CAPITAL 

Current assets: 
·Cash 

Due from subsidiary 

Current liability: 
Accrued int_er_est and 

other expenses 

NET CHANGE 
.. 

( ) ind!cate red figure. 

See notes to financial statements. 

!) " 

1 9 7 3 1 9 7 2 

($ 848) $84,150 
11000 

( 848). 85,150 

41771 161142 

($5,619) $69,008 

0' 

Fiscal year ended 
February 3, January 29, 

1973 1972 

$2,918,042 $1,626,880 

( 131,130) ( 131,130) 
28,202 28,280 

( 2,510,755) ( 1,355,845) 
( 327 ,366) ( 181,087) 

231261 121715 
254 ( 187) 

""c::· 

111,000 

( 111,000) 
51,341 350,502 

731 
51,595 351,046 

571214 2821038 

($ 5,619) $ 69,008 

.(,! 

'\ 

~;;5' 

l 
.l 

-l 

\ .. 
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NOTES TO FINANCIAL STATEMENTS 

DIVERSIFIED RETAILING COMPANY, INC. 

February 3, 1973 and January 29, 1972 
':'•_ 

Note A - SIGNIFICANT ACCOUNTING POLICIES 

'5 

.,, 
1 

,., 

Investment in Subsidiary 

The investment in the Company's wholly-owned subsidiary, Associated 
Retail Stores, Inc. (Associated) (Note B), is accounted for under the 
equity method. At the date of acquisition of said subsidiary, the 
carrying amount of the net assets of the subsidiary was in excess of 
the investment of Diversified in the amount of $1,311,309; this excess 
is being amortized over a ten-year period and is shown in the balance 
sheet net ofoaccumulated amortization. 

Investment in Affiliated Companies 

In compliance with Accounting Principles Board Opinion No. 18 the 
Company adopted in fiscal 1973 the equity method of accounting for 
investments in companies in which it has the ability to exercise 
signifitant ipfluence through its direct and indirect holdings 
(Note C). Under this method, which has been applied retroactively,' 
tqe Company currently recognizes its equity in,the net earnings of 
such affiliates. In determining the amounts reported as equity in 
earnings of affiliated compa11Ies provision has been made for the 
amortization over a forty-yea·r period of the difference between the 
cost of the Company's investment and the underlying equity in net 
assets at the dates,, of acquisition of the various blocks of stock of 
the affiliated companies. Deferred income taxes have also been 
provided on the portion of such equity represented by undistributed 
earnings. In making th~$ computation it has been assumed that the 
.earnings ultimately wou1d be distributed as dividends and dividends 
r,ij:ceiv:ed deductions would be available to offset 85% of the gross 

'\'>i'·~ id d n'-! J.:.:f:;V· en • 
'•'ll/ -,, ' 
'",(,'J!·/},y 

· . ',: Finaricing Costs 

""' ~Gertain costs incurred~in connection with the issuance of 8% debentures 
h~ve been capitalized ~d are being amortized ratably over the 

~- -
stipulated Hfe of the debentures. 

Federal Income Taxes 

The Company's policy of filing a consolidated federal income tax return 
with Associated and Associated's wholly-owned insurance subsidiary, . 

''Columbia Insurance Company (formerly Reinsurance Corp. of Nebraska), " 
has resulted in tax credits to Diversified. The investment tax credit 
(not material) is accounted for as a reduction of federal income taxes 
in the year iri. which the credit arises (flow-through meth·od). 

'"-' . 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED }l ,, 

DIVERSIFIED RETAILING COMPANY, INC. 
((,_, 1,~ 

February 3, 1973 and January 29; 1972 ° 

Note rB - INVESTMENT IN SUBSIDIARY 

Ndte'C 

,, 
\V 

II 
II 

· As'sociated holds· common stock of certain a £,filiated companies (Note C). 
These investments., a~ well,. as Associateg•s investment in Columbia, are­
accounted for und'er .,the equity m~thod i'n Associated's statement of 
~arnings, which is summarized below: 

0 

Ea;:nings before equity in earni11gs 
of unconsolidated subsidiary and 
affiliated2lcompanies ?· 

Equity in earnings of unconsolidated 
subsidiary 

Equity in earnings of affiliated 
companies 

0 

Extraordinary gain 
0 

NET EARNINGS 

" 

0 

Fiscal yea~~nded 
February 3, Jan'Uary 29, •o 

1973 jfl972 p 
$ 823,047 $ 789,022 

954,844 620,887 
0 

~ 
869,343 260,936 
193' 02J. 

,, 

= 
$2,§40,255 $1,670,845 

Associated's balance sheet at February d3, 1973 included a $7,,516, 000 
investment 'in unconsolici'ated subsidiary (Columbia) and a $9;•552, 000 
investment in affl?liated.c(:Ompaniei .,,(l)lote C) in the $26,705,000 total 
assets. Comparable figure's for Jani:!ary 29, 1972 wer.e $6,561,000 an<! 
$4·0030,000 _of total assets ,of $23,21'4,000. Associated's investment 
in a:ffHiated companies included $2,267,000 r.2presenting the excess 
the cost over the underlying equity in ne't as.sets "at the dates of 

.~<acquisition· of the various blocks of st()ck., · 
D · 0 ' 

INVESTMENT IN AFFILIATED COMPANIES ,, 
:1 - (I ~ 

0 

At February 3, 1973 .• the Colllpany, Associated an:d Columbia hold, in the 
\lggregate 16% and 9{: of t:,~e, qutsta;;ding conimon s~,ock of Bll.Jil·.j;hip 
Stamps and Berkshire Hath!.way Inc., respectively .. In additlon"c'r~rtain· 
related persons own' 30%.,a~·d 36%,~ r~spe'~•tively, oCi:he out~t~'riifcfrtg'"'~ 1\ ""' 

common stock of th~~e companies. ALthough disp~~~~ion of all. or any ~~ ~. 
lesser amount. of sa1d common stock of these af,t'1I'1ate'd compaq~es may il .. 
be subject to cert'!ip re~trictions, the aggregai'e flU() ted mark-et value 'if;-',,, 
of an equivalent nufube.r of unrestricted shares at February 3, 1973 
exceeds the cost of the aggregate investment;,$, .of the Company; 

'Associate.d and Columbia.'\ · ., 
\), II . I< 

. ij 

''"The underlying equity ·in rtet' assets at' the dates of the C:ompany' s 
acquisition of the sever,al blocks· of Berkshire sto!Ok exce,l'ded the 
Company's co'st .b.y $148,118. ·Berkshire has paid no di{/idends during 
the period Of the Company's affi.liatfon. · 

In accordance with Accounting Princ~,ples Board Opinion No. 18 the 
Company, Associated ar1d .,~olumbia in,.l973 changed to the equity method 
(a~•;.described in Note"A)'\oC'f accounting for the investments 'in Blue. 

' ,J ,,. II 

Chip .. Stamps and Berkshire Ha,thaway Inc:~., It previously has beeri the 
11olicy of these compa.nies to ~re'cognize a,s income only ,dividends ~, "' 
received within the applicable fiscal year._ The effect of this change '' 
was to inciease earningk before extraordiri../y items and' net earnings 
by $l, 780,184 ($1 ~ 78 'p~r shar!!) and $604,633 ($. 60 per share). 
respectively" for the: fiscal years ended February 3, 1973 and . ..,!) 

,. "• 
0
.P , - ~ ,, ' I) ., ', '• (i) i-: ;. ..-._ 

.January 29, 1972• · After provision 'for. applic~ble income taxes (Note A)"-' 
the,. cumulative effect oOf the change upon prior t.fs<;.JI} years of $3.94;355 
has been credited to earnings retain!'~ ,~n the bu~iness as o,f 
January 30 1971 " · -.. '' \1 c> ,, ,0 : 

' " .• ':.l 
. ,;·,._,, ,._ -

'Ihc 1972 Annual' Reports for Blue Chip Stamps at;~f'!:Berkshire Hathaway 
Inc. are included with tpis filing as F;xhibits'll and C, respe,ctively, 

- "'"' · -' ;. 11 ' . ., 
and should be' read in conjunction with the financial statements. 

li I !J~; ·.II (• \l' 

" 

j 
'' 

~ 

t·. j 
' -;r 

J 
' 

" 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED "' 
0 

DIVERSIFI·~D RETAILING COMPANY, INC. _. 

February } , 1973 and January 29, 1972 

Note D - 8"1. DEBENTURES ff 

() ,, 

" \\ li' 
The 8% Debentures issued by the Company pursuant to .. a Trust Indenture 
dated as 'pf November 1, 1967 (the "DebenFures") a1:7e due on 
Nq~~m~er ;\, 1985., The aggregate~prlncip81 amounf of, the Debentures is 
unrhl!l¥-ed~ The debentures, .. be!Jr int~;rest as a fixed annual rat<!, of 8% 
payable semi-annually until maturity, and bear participat<lng additional 
interest each year up to a maximum ·of 1'7o contingent upon the amount of 
adjusted consolidated earnings before income taxes for the previous 
fiscal year of the Cmiipany. Np~c2ntirtgent interest ~as. incurred under 
these ~.rovi_~ions for the fiscal'years endec;l February 3, 1973 and o 

January 29,''1972. · ,,,_ 
;, 

The .Debentures are subject to redemption at the option of the Company 
at 105.5% of the principal amount of each such Debenture to October 31, 
1972 and at red~ced- percentages of the principal a!'lount of ea'ch such ' 
Debenture thereafter. The Debentures are also·· subject'•Jl:o redemptio_n'"at· 
par plus accrued fixed an!1 participating additional interest through 
operation of, a contingent sinking fund. Sinking fund payments on 
anniversary dates are contingent upon the amount of adjusted ' 
consoiid,._ted net worth 0at precedirg fiscal year ,01nd,.- N~ payment will . .~'..,;., ·. ~ '""'' .._, - _, 
be required at' October 28, 1973. The Debentu,tfes are .. further subject 
to redemption at· the option_ of each Debenture holder, exercisable 
within sixty days fopowingnotice that, other than by .. reason of the 
death of Warren E. 'B~ffetf, said Warren. E. Buffett or 'an 'organization 
contr(\lled by him, shall cease to own in> combin[Jd holdings, a ,,larger 
block -of sh8'\?es, with voting rights of the Company than any other 
s,tockholder, or' combination of stockholders, controlled "by a 'single' 
individual. "'' ' 

'JJ ;:-...) •)(~ 
The Articles of IncO'i'J>ora tio.1 8f the Company, , as amended, provide that' 
th<i' holders of the Debentures:>' upon° the happening of certain events, 

ros~alr b
1
WentitlP.d'' to vote upon certain matt,e'f.s to the exclusion o'f all 

'hblder~J of the common stock of the Company, [l' 
. I ~ 

The Trust Indenture covering the Debentures contains cert~in ~ 
restrictfbns 1\:elating to net worth, redemption of stock and payment of 
dividends. At, February 3, 1973 earnings retained in the business were 
not,subject to such restrictions. ;J' ~,,, 

lr
1
• 

0 ('0' 

Note E - 9% NOTES PA~ABLE 
_;/ ·~ ,, 

,, 

' 

q '-" 

The notes payable were 'i!ssued in excha,nge for common s''tock of an 
affiltated company. These notes &ecome due ,<at varyil'g'\dates frpm 

,, May 1,, 1974 to January 4,' 1988 and bear int.frest at a fixedannual 
" rate of 9% payable 'semi-annually. The notes''' are also due on the 

respettlve payees:! demand on or a'fter the exp'iration'·Of twelve monthS'..;) 
(> •I 

following the date of death of Warren E. Buf<fett. The current, 
<XJ maturity of these notes is immaterial and has not be,ji' separa~ely 'i;, · 

di
0

sclosed in current liabilities i
1
'1 

0 ' 

Note F .. )- INCOME TAXES 

0 

· ... ~-

The Company'~ consolidated fe4er~'i income t,ii'x rt'turns have been 
exa!"ined by the Internal,,Reve~ue ''Service through ,fecbruary 1,, ol969. 
In ina_nageine~t' s opinion, ''the~~ W<Ul •be no rna t~rial assessments for 
sUbsequent <:1}1ears. '7'\\ .. ~~.:;. :p 

\\ '.} I> ·r,- o 
'~, ,) '() (; 

U'L •·'!.•: 

,, 

~ .. ' 
;; 

r.' 

,,,~ ,, ~· 
'· ~ 

ii 

--~ -·· 
·,~.. \.' 
~·n -~-:a.----.-
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NOTES TO FINANCIAL STATEMENTS. - CONTINUED 
i;,.) 

" DIVERS,IFIED. RETAILING COMPANY, INC. 

February 3, 1973 and January 29, 1972 
-~ 

~ 0 • 
Note F -''On December 1, 1969 the Company received a non-interest bearing note_. 
(Cont'd) due February 1, 1971 for $4,540,000 in partial payment in connection 

with 'its sale of the capital stock of Hochschild, Kahn & Co., '' 
Incorporated;· one of its then two·wholly-owned subsidiaries. In ,., 
December·-'1970 the note receivable o(,c:$4,540,000 was pledged as 
collateral for a'',note payable to a .bank in the same amount. The note 
payab'le was p:jid on February 1, 1971 .from the proceeds of the note 
recei'vabie. ·• 

;Interest income imput~d at a 11;1te of 5% has been recognized for the 
year ende<j. January 29, 197<2 qh the above note ,,receivable for income 
tax purposes only; related income taxes amounting to $111,'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 the accompanying s!tatement of e'~t.nings for the year ended-

•.:..:.-.1 
January 29,, 1972-; 11 

!: 

Note G - STOCKHOLDERS' EQUITY 

·There were no changes in the capital sto'ck and 
capita 1 accounts dur~ng the fi11ca 1 years ended 
January 29, 1972. [( . 

• >" ., .. 

.::;; 
At February 3, 1973 earnings retained 

-$6,285,000 representing undistributed 

additional patd-in 
February .3, 1973 and 

('q affiliated company. 

in the business includ,ed, 
earnings o,t subsidiary an~ 

{). ,.,.-:~ 

Note H - LITIGATid~\ 

Note I 

Associat!1d is_a· ~efe1~ant •''in a •suJt claiming punitivt' d<>mages of 
$1,000,000 and persona\! injury of $10,000. The insti'rance carrier 
defend-in~ this act_ton"'hut has notified,, the Company that it (the 
insuranc<. carrier) has no liability for punit-£ve damages. In''the ,,. _ ,..., II V./_\:.Y 

opinion of counsel for the 'company, rgcovery liy the p1aintiJf of 
p_unitive damages is -.:.:rerribte.·-·. · ;;: 

Ys\S-

<:;:o_, ' ~~ ' -
The,re ar~ various.: othet' suits and"tlaims pending against Associated 

·· whJ~h, in (tn.~nai~m~nt 1 s opinion,. wil! n6l resul-t in "any rna terial 
liabLli ty."' 'S-., " 

-';;· .. \~' ' 

SUBSEQUENT EVENTS 
~\ . 

,, 

lj '· 
'!Zj' \\ 

0 • 
On;. or about April 2, 1973, Associated, in a condemnation proceeding on "(! 
an·e ·of its properties "iJ1ich was 9arried \\t a net•·•bpok value of 

··:·approximately $875,.000 at February 3, 1973, received noti~J.cation of a• 
s'ettlement approxi.;ating ~1,350,0CO."'"An additionaylamount''of 
app;-oximately $135,000 is presently being .pegotiat'ed and; in counsel's 
opinion, will be forthcoming. Associated fntends to con.tinue to " 0 

,o _ . \31 ;·i n tl 
, occupy ~the premises on a month-to-month basis' at an annu'iil rental of 
)7 2, 000\ Depreciation expense on the condemned p~operty amounted to 
'•$8,000 du\~ng the year ended lF,ebruij;ry 3, 1973. . I I -..:.,_, 

" ,:)(.. • 0 

i'·'J.·-::-, 

0 

0 

I} l ') (,} 
;; 

.. DISCLOSURE .:J:~~E,~lBCIVE PAGE IS LESS C~~AR T,!IAN THIS STATEMilNT, IT IS, 
POOR PHOTOGRAPHIC .. QUALITY OF THIS DOCUMENT. 

0 ' 

I 0 . ll ' ~ . . 11 IJ,< 
' ~ . 

I( 
D 

~\. 
""'' 

! 

i 
.j 

;" 



\~ ;;.-

,, 

,, \) 

il 
"' 0 

cY:':. r_:n 

e 

() 

1]) ,, 

., 
_.; 

1:/ 
" 

:.D 

l!J 

" ,, 

,, 
!), 

,_, ,. 

\) 

0 
o ,r 

il 
II 

c;:::;::'! 

'.;,· 
l) 

,(< 

,, 

/I 

" 0 

;; 

0 

'!1 

' ~-~. 
\\, ll 

(. -' 

0 ,. 0 

" 

,,, 

. ,(; 

\f/ 

" 

' 
/, 17 

8. if 
0 

,, 



t) 

'I 

,, 

() 

0 c 

~1 

!! 

')} 

() 

,.., 

0 

It 

{J 

0 

\./.: 

,) 

'<• 

.,:;-

" 

() 

,>) 

,, 

--·-· 

0 

a (.:._1' 
:;, 

II 

n 

!l\ 0 

0 
·!.1 

li 

'il 

•;:· 

" 
0 ,, 

0 

-~· " 
0 

Q ., 

SCHEDULE I 
·~ 

, SHORT-TERM COMMERCIAL PA~~. MARKE,fABLE SEC1JR7fTIES, 
" . 

AND OTHER SECURITY INVESTMENTS 
f) 

0 :• 

DIVERSIFIED RETAILING COMPANY, INC. 

.-::-
Q AND SUBSIDIARY 
:9 -·':; 

February 3~ 1973 a ,,, 
,, .• 

" 
,, 

., 
' .. 

" COL. A ' 

" u 

" --~ 
_,-;-; 

' ,. NAME OF ISSflED AND TITLE. 
OF Ii~SUE 'Y 

"'" ,, 
' ·. ! ~- D 

~. 
•. C' "-

/V--~\ -
;~ort-term coDDDercial pape~t"' ~'- 0f 

(S) Clark Equipment Credit ~,,,,5,625%, due ~rch 1, 1·~.73 
Harris 'Bankcorp Inc,, 5.5%, due March 1, 1973c• o o 
International Harvester Co,·, 5\\5%, due February 15, 1973 , . II 

'i, 

Other secur~.ty investment:,, 
New Yorker. Magazine, Inc. CODDDon Stock> (1) 

,_,, ,, 
·' 

i) 

' 

'l,;' 

•:) 

,; 

0 

tl 

(1) AdCJt•tional shares of this company are owned hy Columbia::• Insurance.S.company 
(uncons,c;>lidated stibsid~arx). See· Schedule II for Columbia. 

The no.tes to 't;he consolidated financial statements are I!J8.de·· a part hereof;,. 

'" 
0 

J) 

' 

rJ 

'· 

r:;, 

,;l 

COL. B 

Nuinber of Shana or 

0 

Units-Pri_~-!Cipal 
-Amount of ·Bonds 

and NOtes 

(/~ 
•C.:.J 

$500,000 
500,000 
500,000 

,. 

( 

0 

. 

[I 

0 
\)., 

" !{\ ,, 

,_, 

°COL. c 
. 

~I 
Amount at Which 

Carried in 
t,Janc:oS~ at cost · 

$ 498,047 
498,090 
499,160 

$1,495,297 

$ 206,763 
.. 0 

0 

' 

' 

1,1 
// 

(/ 

,, 

' 

0
<;0L. D 

. 
Val•S.Mdon 

,.:;:-

Current Market 
Quotatiooi"lat Bat.nce 

-Dote 
" ' 

$ 498,047 
498,090 

_.:::,49~9! 1.6 0 
G 

$1,495,297 

$ 272,223 

·' II 
'::'' {\ 

\) 

';:..} 

•' 
" 

·.) 

--~ 

,-~-

'_) II 

0 

•) " 

,, 

0 
() 

,. • --- ._ ' > '.' ' ' ' ' ' ' ' • ' ,~ ,<' 

.... 

O Ji_ .,-..., \.' IJ-·,, ,.;.·._:~ · • · •.• --'. ··~/,Ji·\·');~'<"• ··~ 
IF THE ABOVE PAGE IS LES!I CLEAR THAN THIS STATEMENT, IT IS " 
OUE TO ·POOR PHChOGRAPHIC QUALITY, OF THIS' DOCUM~NT. 
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COL. A 

·~. 
NAME., of'''ISSUIIR AND 

DESCRIPTION OF I~lVESTMENT 

Year ended l'.ebru~ry 3, .1973: 
,, Unco.nsolidated subsidiary: 

Columbia Insurance 
Cof!?any. 

Common Stock 

Affiliates (4) 1(5): 
Blue Chip Sta~ps 

Common Stock ··· 
Berkshire "Hathaway,.. 

Common Stock 

11) J~\ ·~·b 

(I 

I~ 

"' !) . 

COL. B 

BALANCE 
OF 

,:J, 

I) 

" 
" 

!: i) 

(/ 

" 

SCHEDULE III - INVESTMENTS' IN SECURITIES OF AEFILIATES 

DIVERSIFI.ED R~TAILING ·•COMPANY, INC. 

AND SUBSIDIARY 
0 

COL. C 

ADDITIONS ' DEDUCTIONS 

,, 

( 1) (2) (I) (I) (2) 

Number-of Shares 
or Units::o 

Principal Amount 
of Bonds aiid 

;--;- ~:?t .. 

5,000 

291,.900 

29,064 

Amount in 
Do11ars 

''· 

;'i 

Equity Taken Up 
in Eas:nings 
(LOsses) c-1f 

AffiliateS and 
Other persons for 

the Period 

' '-,11 

$6' 5,61,400 $ 
•' 

954,844 
o_ 

\\ 
',·,9' 

{1:_, c)} .. 

1,491,560 

,, 

77.7,578 

489,498' 
o· 

Other 

Distribution of 
E~rnings-By 

Peno'ns in Which 
Earnings ( Losies) 

Were Taken Up 

() 

$3,838,201 F) 
943,099(3) 

$142,056 

' 
$5,352,878 $l,267 ,076 (1) $4, 781,3"06 

'" 
$142,056 

0 

rr 0 

i) 

f' 
/ 

() 

t? ., 

)~ •I) 

rt'-
·,; 

-,;) 

J )) 

COL. F 

;BALANCE AT.<END OF PERIOD 

(1) 

5,.000 

591,900 

I] 

0 

(2) 

Ai;loun~ in 
Dollan 

$ 7,516,244 

" 

$ 8,335,047 

2,924,157 

~ 
$11' 259,204 

., 

DiVidends 
Received During 
the Period from 
Investments Not 
Accounted for by 

the Equity 
Method 

() 

,, 
.~J 

}). 
v 

'-S '11 ' ' 

,, 

,,, 

0 

,, 

lh ,..,c;,.;:~' .-,;;; - .• ; ~:-:.0,~":-~_ -" 
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SCHEDULE III 
\) 

COL.B 

lj 

''\\ 19 ,., 
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"\ 
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1\ 
' \ ' " 

\ 
1\ 

~ \ 
\ 
-~ 

\ 
INVESTMENTS IN sEC.1JRITIES, OF AFFILIATES 

\\ ,£.) 
\\ 

DIVERSIFIED RETAILING cgMPANY, INC. 

AND SUBSIDIARY 
0 

-
COL. c COL. 

-:, 

0 

0 

f·) . '·'ii 
l.·.! 

CONTINUED 
c-, 

D 

0 

-

;, 
" 

--

' ··' 

COL. E 

" BALANCE AT BEGINNING ADDITIONS " DEDUCTIONS f' •/:!ALAI'{_~E AT END OF PERIOD 
OF PERIOD . .. 

"'· 
fj ... 

~· 
(1) (2) (!) (2) 

NAME OF ISSUER AND EqUity Taken Up,~ 
DESCRIPTION ()F INVESTMENT Number of Shares in Easnin&s 

'-' ~;j or Units. Amount 'in (Losses) of Other 
-, Principal Amount. " Dollan Affiliates and 

q? of Bonds and vc,.• ~ " Other persons for -;. ~ ',. 
(I Notal 

Consolidated: 
Year ended Ja~11acy 29, 1972: ' 

. Unconsolidated subsidiary: 

II 

Colwnbia Insuram:e 
Campany ·" 

Common Stock) 5,000 

Affiliates (4) (5): 
Blue. Chip Stamps 

Ccimmori Stock 

!) '-
\·,. 

,Berkshf.re Hathawa)li• 
'·" Common Stock o 

3.96. 900 

Inc. 
24,515 

the P~riod 

'·) 
fil 

$3,877,029 $620,887 

$4, 979'; 039 $256,692 

985,046 208,859 

$2,386,701 (4) 
60,920(5) 

$2,447,621 

$ 347,293 (5) 
282,038(7) 
15,617(5) 

297,655 

$5,964,085 $465,551(1) $ 644,948 
t~) 

'"=· =-= 

"' 

(2), • ·~ ( l') I )I 
DiStribution of .li' 

Earnings By Other 
Persons in Which l 
Earnings (Losses) 
., Went Taken Up 

',_1 

" II ('9 

$ 384,-137 (6) 

$88,956 $1,632,750 (8) 

$88,956 $1,632., 750 

0. 

(1) 

I:;;;! 
Number of Shar~s 

or Units. 
Principa! Amount 

of Bonds and 
Notes 

5,000 

291,900 

{) 

D '-) 

c-:", 

{2) 
' ,~. 

Amount in 
Dollars 

0 

$6,561,400 

$3,861,318 

1,49:1.,560 

$5,352,878 

=·=== 

(i 

0 

COL. F 

' ., 
Dividend,;, 

Received During 
the Period from 
Investments Not 
Accounted for by 

the Equity 
Method 

-~) 

\ 

~EL~ ;\\ 
.tl 

...,-:;; I' 
' (I 

0 

.-:;, 
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" 
SCHEDULE III - INVESTMENTS IN SECURITIES OF AFFILIATES • CONTINUED 

,, I !• 

,;; 

' ' 

.0 

,. 

I COL. A COL. B . 

B#-ANCE AT BEGINNt~ 
· OFPERIOD 

(I) 

NAME OF ISSUER AND 
. 

DESCRIPTION OF lNVESTMENT Number of Shares 
or Units. 

Principal Amount 
of Bonds and 

Notes 
'· -

' 

3, 1973: Year ended February 
Associated Retail 

Cotmnon Stock '' 
Stores, Inc. \1 

453,000 

Affiliate (4) (5): 

': (2) 

Afuountin 
Dollars 

I . 

$21,846,505 

DIVERSIF:IED RETAILING ,q<JMPANY, INC. 
(/ 

(PARENT COMPANY ONLY) 

" ,. - 1,\ 

COL. C COL. D 
" 

ADDITIONS DEDUCTIONS 

(!) 

Equity 'Taken Up 
-in Eamings 

(Losses) c-,f 
Affiliates anr.i< 

Other persons fat 
the Period 

ii 
$2,84oJ~s. 

I 
' ; 

II 

(2) 

Other 

' " 

(I) T (2) 

I 
I 

Distribution of I 
Earnings By Other I Penon• in Which ·I Earnings (Losses) 

Were T.8ken Up 

$329,500 

~~-

Berkshire Hathaway, Inc. 
Cotmnon Stock \~ 25,624 $ 1,322, 952 $ 327,366 (1) $57, 214(9) 

~· ·:.•_; 

. ·' 

" 

. .n 

" . ' . ' 0' . " .... ' v :7.;-;·~ -~·.E·-~.- R - 1\ '"~- .. , - ·- -DIscLOSuRE IF THE ABO\IE PAGE I SUSS CLEAR THAN STATEMENT. IT IS 
.,, DUE JO POOR PHOTt'!;RAPHIC QUALITY OF THIS. DOCUMENT. 

•• 

:;;I 

0 

,, 

0 

'"'·' 
i< 

,J 

' - \1 <:· 
COL. E . 

!...\::• ""-', 
. ~·-- .. . 

BA!-ANCE AT END OF PERIOD 

I 

(!) I (2) 

Number of Shares 
or Units. Amount in 

' 
Principal Amount Dol1ars 

of ·_Bonds And 
'Notes 

453,000 $24,357,260 

26,392 $ 1, 707,53.2 

,:JJ 

IP 

0 (I 

<J 

0 

I COL. F 

I 
I -~; Dividetltts 

Received During 
ihB· Period from 
lnvestrii'Bntl Not 
Accoupted for by 

the Equity 
Me~hod. 

. 

.·::_.- ~·-· 

rr 

" " " 

., 

(.' 

" I 

" 
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DISCLOSURE 

ll 

"-' SCHEDULE III 
,_ 

---··---· 
COL. A COL, B 

. . ; .~ .. 
BALAN~~ ~i:toC:::NNINQ 

-
(I) (Z) 

NAME OF ISSUER AND 
D~:~C~II'TION OF INVESTMENT Numbtr of Shan• 

or Ol,lts. Amount in 
Principal Amount Dollars 

,, \'lf Bonds and 
NotM 

Parent company only: 
Year ended January 29, 1972: 

{ 
',-, 

INVES.TMENTS IN SECURITIES OF AFFILIATES • CONTINUED 

-

DIVERSIFIED RETAILING COMPANY, INC. 

(PARENT CO!oi'PANY ONLY) 
''\,\ 

·-
~ COL, C COL. D 

--
ADDITIONS DEDUCTIONS 

(I) 

I 
(2) (I) (2) 

Equity Tikt.n Up 
in EaJninc• Distribution of 
(Lonet) r,f Earnin1t By Other 

AfiHiat.s and Other Ponons In Which 

1 
Other penont for Earninas ( LotMI) 

the Period Were Taken Up --

J! 

(\ 

0 

(l 

-. 
COL. E COL. F 

... ,. .. _. 
BALANCE AT END OF PERIOD 

Dl'fidonds ,, 
R .. olwd Durln1 

(I) (l) thfl Period from 
lnvHtm.enta Not 

,, 
Number of Shares Acc<'lunted for by 

or Units. Amount in tho Equity 
Principn1 Amount Dt)\1arll Method _r, 

of Bonds ""d " Note• 
~ 

'?i .. \\. ,, 
"· 

(,) 

Associated Retail Stores, 
Inc. 

Corranon Stock 453,000 $20,603,896 $1,670,845 $381,900 (5) $315,000 $384,136 (6) 453,000 
111,000(10) 

$21,846,505 

Affiliate: " 
Berkshire llathaway, Inc, 

{,-: 
il 
II 
lj 
If 

$282,038(7) 
13,231(5) 

Corranon Stock 21,075 $ 846,596 $ 181,087(1) $295,269 

IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

-I 

$495,136 

25,624 

),\ 

$ 1,322,952 
~\ 

. ~-,, 

DISC~ '0 .. : s· ·u· ,' :'R''. e'® IFTH~ ABOV~ PAGE ISLEs!l'cLEARTHANTHIGSTATEME~T-ITIS 
Ll DUE TO POOR PHOTOGRAPHIC QU_ALIT\' OF THIS DOCl1MENT. 
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, .. 

(l) R~concilintion to s'tatement of operations: 

'·· Canso 1 ida ted Parent Company 

Equity in earnings 
Applicable income taxes 

$1,267,076 
93,6 28 

$1,173,448 

$465,551 
36,243 

$429,308 

$327,366 
231 :?:61 

$304, 105 

$181,087 
12,715 

$168,372 

(2) Fair value of 300,000 shares of Blue Chip Stamps, Inc. common stock received in 
ex(.hange for 270,584 shares of Thriftimart, In~. common stock (cost $3,562,482) 
included in other security investments. 

(3) Acquisition of 12,681 shares a,t cost. 

(4) Capital contribution (s~e note (8) below). 
'' ~i 

(5) Cumulative effect representing increase in equity in unremitted earnings resulting 
from change to equity'mEfthod of accounting for investments inc.afUlia.ted companies. 
Reconciliation to statement of earnings retained and used. in the. business·: 

Equity in unremitted earnings for years 
prior to January 29, 1972: 

Unconsolidated subsidiary/ Associated 
Blue Chip Stamps 
Berkshire Hathaway, Inc. 

Less"applicable income taxes 

Consolidated 

$ 60,920 
347.293 

15,617 
423,830 

29,475 

$394,355 

Parent Compan! 

$381,900 

13,231 
395,131 

776 

$39(355 

(6) ReverRal of equity in unrealized' appreciation of marketable securities of 
unconsolidated insurance subsidiary of..,Associated Retai:l 'Stores, Inc., less 
provision for ,income taxes. 

(7) Acquisition of 4,549 shares at cost. 

(8) Cost of 105,000 shares con.tr.~buted t_p unconsolidated insurance subsidiary as 
additional paid-in capital. 

(9) .Acquisition of 768 shares at cost. 

(10) Additional income taxes related to sale of subsidiary - proceeds of sale 
originally credited to additional paid-in capital of Associated. 

'\ 

.!r 

\\ 

·o1sc• .0· · ··s· · URE® IFTHEABOVEPAGE ISLESSCLEARTHA~.T~ISSTATEMENT.ITIS 
L,l , OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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1.; 

-·---
COL. A 

. 

CLASSIFICATION 
.-, 

. . 
Year ended February 3, 1973: 

Lahd 
Buildings 
Fixtures and equipment 
Leasehold improvements 

Year ended January 29, 1972: 
Land 
Buildings 
Fixtures and equipment 

. . Leasehold improvements 

' 

SCHEDULE V-PROPERTY, PLANT, AND EQUif~MENT 
\\ 

tll 

DIVERSIFIED RETAILING COMPANY, INC.\ 

AND SUBSIDIARY 

. -- -~~ '-~ 

' 

COL. B ,,, .· COL. C 

"· ·-

Balance at iHRinninR 
Of Period A.ddltiun·s ~~ Cost 

$ 894, 7n 
1,133,683' $ 3,468 

791' 459 34,222 
397,641 11, 256 

•'I... I 

$3,217,505 $ 48,946 

$ 89{•· 722 
1,133,683 

71?, 955 $105,611 
347,,542 72,155 

$3,094,902 $177,766 

" i! 

. 
COL. D COL; E COL. F 

Other Chanaes-Rotlrcnumts Balance at Close 
or Sale:~ Debit and/or Credit•- ot'Period 

Describe 

$ 894,722 
$382,898 754,253 

78,269 747,412 
57,092 351,805 

$518,·259(1) $2,748,192 

$ 894,722 
1,133,683 

$ 33,107 791,459 
22,056 397,641 

$ 55,163(1) $3,217,505 

(1) Includes fully depreciated assets written-off•of $509,911 and $32,874 for the years ended February 3, l973 and ~ 
January 29', 1972, respectively, 

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

IF THE ABOVE PAGE IS LESS CL~~R i'HAN THIS S~ATEMENT, IT IS 
OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

., 

., .......... · ® IF THE ABOVE PAGE IS LESR,CL~AR THAN. THIS STATEMENT. IT IS 
.,DUE TO POOR PHOTOGRAPHIC QUALin~ OF THIS DOCUMENT. 
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DI.SCLOSURE. 

{_j 

COL. A •i ·•. 

D ESCRIPTION 

Year ended February 3, 1973: 
Buildings 
Furniture ·and equipment 
Leasehold improvements 

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

, 

(1) ''':Se!' note· on Schedule V. ,,. 

I) 

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

COL. B 

Balance 11t BoRinning 
of Period 

$ 703,611 
423,693 
204,508 

$1,331,812 

$ 658,607 
361,236 
165,81'3 

$1,185,656 

DIVERSIFIED RETAILING COMPANY, INC.· 

(_' 

AND SUBSIDIARY 

COL. c 

Additiom Chnrged to 
€-a·su ant! Expen:K!s 

$ 27,355 
91,808 
57,309 

$176,472 
• 71 

:1-, 

$ 45,004 
89,903 
54,329 

$189,236 

a 

" COL. D 

Retir~mcnt' 

$382,8.98 
76.743 
56' 791 

$516,432(1) 

$ 27,446 
15,634 

$ 43,080(1) 

COL. E 
. .. 

/' 

Other Changes-Add_ . 
<DI.~~uct)-Dt!sC'ribe '; 

i~-

The not~.s to the consolidated financial statements are made a part hereof. 

0 

COL. F 

Balance at 
End of Period 

$ 348,068 
438,758 
205,026 

$ 991,852 

$ 703,611 
423,693 
204,508 

$1,331,812 

., 

iF THE ABOVE PAGE IS, LESS c'~EAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

· ·u'' .·. ·R·· E ® IF THE AaovE PAGE 1s Li:s,;·cLEAR THAN TH;·s sTATEMENT, IT 1s 
DUE TO POOR PHOTOGRAPHIC QUALin' OF THIS DOCUMENT. 



,, 
i! 

SCH~DULE XVI·-SUPPLEMENTARY INCOME R'I'A'mMttN1' INI'Ol~MA1'10N 

DIVllRS!lllED RETAlL!NG COHI'AN\', tNC, 

AND SUllSIDIAIW 

COL, A 

11'EM 

Y~ar ended February 3, 1973: 
Maintenance :u~d repairs 
Depreciation und umorti~ation 

Taxes other than t'nxes on i:\eomo: 
Real estate 
State and local 
Payroll 

.•.\ 

, Mlli\agemen.t al!d service con trnc t fees 
Rentals 
,Royalties 
"Advertising 
·Research and development 

Year ended Jnnuary 29, 1972: 
Haintenance and repairs · 
Depreciation and .amorthutioll 

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

Management nnd service contract fees 
Rentals 
Royalties 
Adv.ertising 
ResMrch and ,development 

\1 

'l'O'rAL 1'AXES 

TOTAL TAXES 

$ 421' 521 
176,472 

203 '6 22 
124,904 
410,531 
739,057 

None 
1, 771,996 

Nontl 
97' 6 21 
None 

$ 372,315 
l89,236 

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

None 
1,706,250 

None 
125,061 

None 

'!'he notes to the consolidated financinl statements are made n part hereof, 

v 

DISCLOSUR 

,, 

IF THE A90VIi PAGE IS lESS CLEAR THAN THIS STATEMENT, IT IS 
OUE TO POOR PHOTOGRAPHIC DUALITY OF THIS DOCUMENT. 
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CO't.UMBIA INSURANCE COMPANY,,. 
(fon~arly Reinsurance Colt'p. of Nellnaka) 

(J ,, -

G-· 

~inancial Informa~ion for Inclusion in Annual 10-K Report 

December 31,..J.!72 and 19716 

® 

Q 

,, 

0 
0 

,,, 

.. ~ 
r~).!}-
"'· :.(.~ ~\ 

,, 

r ·' 

() 
-;.~ 

,, 

~) 
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{I 

PEAT. MARWICK. MITCHELL & Co. 
CERTH~-nrtJ PUBLIC ACCOUNTANTS 

0 

II 
ACCOUNTANTS' REPORT 

u 
The Board of Directors 
Columbia Insurance Company: 

We have examined the financial statements and related schedules of 
Columbia Insurance Company (formerly Reinsurance ci>rp. of Nebra~ka) as listed 

,.. in the accompanying index. Our examination was mad." in accordari'~e with gener-
''\'- ally. accepted auditing sta~dar.ds, a·.nd a~cordingly included such te.sts of the 

'accounting records and such other audit1ng procedures as we considered 
·~:hecE>ssary in the circumstances. We did not examine the financial statements 
of11 lllue ,Chip/Stamps and its subsidiary", a significant nonconsolidated 
affiliated 'c'ompany, which statements were examined by· other auditors whose 
qualified report thereon has been fUI;nished to us. Our opinion expressed 
herein, insofar as it relates to Blue Chip Stamps and its subsidiary. included 
in stock of a£f.Hiates, $3,498,635 and $3,243,336 at December 31, 19'72 and 
1971, respeci:(vely, and $315,299 arid $130,210 in equity in net profit, 
affiliated compani'es for 1972 and 1971., respectively, is based solely upon 
thci' report of the other auditors. '"J i/ 

I' 
/ .~;:5/ /! 

We have reviewed the audited financial statements issued by Blue 
Chip Stamps~for 5the year ended March 3, 1973 and noted the pending .legal 
proceeding~~\resulting in a qualified opinion on such financial statements 
by the other a~ditors. These legal P,roceedings·are explained in note 4 to the 
financial statements. 

In our opinion, based upon o_t.•.r examination and the report of the 
other auditors and subject to the effec't, if any, upon the investment in 
Blue Chip Stamps res lifting from the ultimate outcome ··of the legal proceedings 
referred to in the preceding paragraph, such financial statements present 
fairly the financial position of Columbia Insurance Company at December 31,' 
1972 and 1971 and the results of its operations, changes in capital stock and 
surplus and changes in its financial position for the respective years then 
ended, in conformity with generally accepted accounting principles applied on 
a consistent basis after restatement for the change, with which we concur, in 
the method of,<'accounting for investments in stock of affiliates as described 
in note 2 to the financial statements; and the supporting schedules, in our 
opinion, present fairly the information set forth ::herein. ,, 

Omaha, Nebraska 
March 21, 197 3 

PEAT, MARWICK, MITCHELL & CO. 

" 
'· 



COLUMBIA INSURANCE COMPANY· 
(formerly Reinsurance Corp. of Nebraska) 

Index to Financial Statements 

0 

Balance Sheets, December 31, 1972 and 1971 

Statements of C~erations, Years ended December 31, 1972 and 1971 

Statements of Capital Stock and Surplus, Years ended"December 31, 
1972 and 1971 

Statements of Changes in Financial Position, Years ended 
December 31, 1972 and 1971 ., <• 

~_,;.-

Notes to Financial Statements, December 31, 1972 and 1971 

Bonds 

Stocks - Other than Stocks of Affiliates 

Summary of Investments in Securities - Other than Securities 
of Affiliates 

Investments in Common Stocks of Affiliates 

. Premiums, Losses and Underwriting Expenses 

Income from Dividends - Equity ,in Net Profit of Affiliates 

Summary of .Realiz~d Gains on Sale of Investments 

Schedule 

I 

II 

v 

VI 

VII .. 

X 

XI 

Schedules III, !V, VIII and IX ar~ omitted because they are not applicable, 

,, 

.... _ ··-® IF TH~ AaovE PAGE IS·LEs!l"ci~AR THAN THis sTATEME~T. IT 1s 
OUE TO POOR PHOTOGRAPHIC QUALIT\' OF THUS DOCUMENT. 



COLUMBIA INSURANCE CoMPANY 
(formerly Reinsurance Corp. of Nebraska) -.-... -

Balance Sheets 

December 31,~72 and 1971 

Assets 

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

Stocks (notei 1, 2 and'4): 
Other than stocks of affiliates (Schedule II) 
Affiliates (Schedule VI) 

;, 
Cash and bank deposits 
Uncol~iected premiums (net of commissions 

payable of $81,205, 1972; $.103,B9, 19.71) 
Investment income due and· accrued 

; Prepaid acquisi!'ion costs 
Other asse.ts • · · 

Liabilities, Capital Stock and Surplus 

Losses and claims (note 1) 
" . Loss adjustment expenses 

Unearned premiums (note 1) 
Assumed losses payable 

Federa~ income taxes: 
Current 
Deferred 

Other liabilities 

Capital stock and surplus: 

(Schedule VII) 

" 

Capital stock par value $100. Authorized, 
,· issued and outstanding 5,000 "shares (note 

Surplus: 
Paid-in 
Unassigned 

Total surplus 

See accompanying notes to financial statements. 

3') 

1972 

$ 1,058,203 

1,187,~~8 
M34,o77 
8,221,625 

16,266 

272,738 
46,406 

143,000 
345 

$ 2_,758,583 

$ 1,005,227 
., 171,485 

845,259 
64,738 

794 
153,258 
154,052 

1,578 
2,242,339 

500,000 

5,355,389 
1,660,855 
7,016,244 
7,516,244 

$ 9,758,583 

1971 

1,041,612 

1,203,820 
5,203,590 
6,407,410 

14,028 

329,430 
23,429 

164,320 
505 

7,980,734 

409,513 
86,525 

720,389 
60,366 

86,000. 
55,528 

141,528 

1,013 
1,419,334 

500,000 

5,355,389 
706,0ll 

6,061,400 
6,561,400 

7,980,734 

DISCLOSURE IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

Statements of Operations 

Years ended December 31, 1972 and 1971 

Underwriting income: 
Net premiums written (Schedule VII) 
Increase in unearned premiums 

Premiums earned . (Schedule Vll) 
I! 

Losses incurred (Schedule VII) 
Loss expense incurred (Schedule VII) 

Underwriting expenses· incurred: 
Commissions and brokerage 
Taxes, licenses and fees 
Other. underwriting expenses 
Decrease (increase) in prepaid acquisition costs 

Profit from underwriting 

Investment income: 
Interest on bonds 
Dividends, unaffiliated companies (Schedule X) 
Equity in net profit, aftiliated companies (note 4) 

(Schedule X) ' · 
Total investment income 

., 
Investment expenses 

Net investment income 

Income before P.t;ovis ion for income 
taxes 

Deferred Federal income taxes 
Net income 

Realized gains on investments (Schedule XI) 
Less Federal income taxes on gain 

Net realized gal.ns on investments 

Net income and realized gains on 
.~· investments 

.;;;., 

See accompanying notes to finai\cial statements. <· 
;' i-<~;·,';··~ 

,·_) 

$ 1,834,106 
124,870 

1,709,236 

1;159,875 
128,568 

1,288,443 
420,793 

347,294 
3, 788 . 

, 4,508 
:t1.320 

376:,910 
43,883 

75,661 
74,148 

858,521 
1,008,330 

1,226 
1,007,104 

1,050,987 

97,729 
953,258 

2,266 
680 

1,586 

'· ,, 
954,844 

1,433,640 
481,228 
952,412 

588,492 
94,663 

683,155 
269,257 

326,155 " 
•179 . 

1 ,.846 
_Dl,2,231') 

215,949 
53,308 '\ 

72,382 
31,396 

315,763 
419,544 

1,564 
41.71980 

471,288 

50,541 
420,747 

286,140 
86,000 

200,140 

620,887 

·u· ·. ·R. ·· ·E· ® IF THE ABOVE P~GE ISLES~ -c:(~AR THA,... T~IS &-r~n:MENT. IT us 
DUE TO POOR PHOTOGRAPHIC QUALin' OF TI:IIS ~,OCUMENT. 

,, 



~-' 

"\\ 

\ 

G 

;'1 

COLUMBIA INSURANCE COHPANY 
(formerly Reinsurance Corp. of Nebraska) 

Statements of Capital Stock and Surplus 

Years ended Decemb~31, 1972 and 1971 

1972 1971 
Number 

Capital Stock of shares 

Balance at beginning and end 
of year 5,000 

Surplus Paid-in 

Balance at beginning of year $ 5,355,389 
Equity adjustment (note 2) 
Balance at beginning of year, 

restated 5,355,389 

Net income 

Unrealized gain from excess '" 
of market value over book 
value of stocks, net of 
Federal income 
taxes 

Contribution by parent 
(note 3) 

Balance at end of year $ 5,355,389 

Par value 

$ 500,000 

1972 
Unassigned 

706,011 

. 706,011 

954,844. 

1,660,855 

See accompanying notes to financial stat'emehts, 

Number 
of shares Par value 

5,000 $ 500,000 

1971 
Paid-in Unassigned 

2,968,688 408,341 
60,920 

2,968,688 469,26t 

' 620,887 

(384,137) 

2,386,701 

5,355,389 706,011 

i.i 

DISCLOSURE IF TI!E ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. . r 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsura!l£.Uorp. of N~braska) 

Statements of Changes in Fina'!cial Position 

Years ended Decemb~31, 1972 and 1971 

Funds provided: 
From operations: 

·Net income 
.. ,, .. Charges (credits) to income not requiring 

(providing) funds: 
Amortization of bond discount 
Increase in loss and loss expense reserves 
Increase in unearned premium reserves 
Increase in assumed losses payable 
Increase in deferred taxes 
(Decrease) increase in accrued taxes and 

expenses 
Decrease (increase) in 

.. ,(Increase) decrease in 
Decrease (increase) in 

costs 

uncollected .premiums 
interest receivable 
prepaid acquisition 

Equity in net profit, affiliated companies, 
net of dividends 

Amortization of organization expense 
Funds provided from operations 

From investments sold or matured: 
Bonds 
Common stocks 

.Contribution by parent (note 3) 
Decrease in cash 

Total funds provided 

Funds used: 
Cost of investments purchased: 

Bonds 
'Common stocks: 

Other than stocks of affiliates 
Affiliates 

Increase in cash 

'(• See accompanying notes to financial statements. 

$ 954,844 

(5,346) 
680,67/t 
124, 87'b 

4,372 
97,730 

(84,641) 
''56,692 
(22,977) 

21,320 

P98,522) 
160 

1,029,176 

750,814 
21,834 

772.648 

$ 1,801,824 

762,059 

5 ;.562 
1,031,965 
1, 037,527 
1,799,586 

2,238 

$ 1,801,824 

; r: 

620,887 

,, 442,846 
481,227 

33,607 
50,541 

86,570 
(212,214) 

1, 952 

(112,231) 

(278,822) 
126 

1,114,489 

,, 
1,957,443 

647,775 
2,605,218 

2,386,701 
2,023 

6,108,431 

2,516,269 

780,031 
2,812,131 
3,592,162 
6,108,431 

6,108,431 

f) 

U' ·. ;•R, .. : E.· . ®.IF THE AaovE .;AGE 1s Les~'ci.iAR THAN THis siATEMErn.IT 1s . 

DUE TO POOR PHOTOGRAPHIC QUAlln' OF THIS DOCUMENT. 



COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. 9f Nebraska) 

Notes to' Financ.ial Statc,ments 

December 31~972 and 1971 

(1) Summary of Signific'\lnt Accounting Policies and Practices: 
Insurance Premiums: 

Insurance premiums are recognized as revenues ratably over the terms of 
the policies. Unearned premiums arc computed on the monthly pro rata 
basis. Policy acquisition costs or commissions are deferred and charged 
against income ratably over the terms of the policies, 

-securities: 
Investments in bonds are stated at cost, adjusted where appropriate for 

amortization of premium or accretion_of discount. Investments in stock 
are stated at cost. Certain bonds an'd stocks deposited in trust with 
regulatory authorities or with an affiliated company in accordance with 

'I various reinsurance 'treaties were as follows: 

1972 1971 
!,'. 

Bonds at amortized cost $ 295,238 293,892 

Stocks 1,369,682 1,369,682 

$ 1,664,920 1,663,574 

Reserve for Losses: 
The reserve for losses and loss adjustment expenses is based upon past 

experience and estimates received relating to assumed reinsurance and 
estimates of unreported losses, 

Catastrophe Reserves: , 
The company does not provide a reserve for catastrophe losses. The 

Committee on Insurance Accounting and Auiliting·' of the American Institute 
of Certified Public Accountants. in cooperation with industry repre­
sentatives is working toward the development of a definitive statement 
as to the appropriate accounting for catastrophe losses and resolution 
may lead to changes in the accounting practices being followed. 

Income Taxes: 
', ~ ' 

The company accounts for certain income and expense items differently for 
financial reporting purposes than for income tax purposes. Provisions 
for deferred taxes are being made in recognition of these timing 
differences. = 

The company joins its parent and other affiliated companies in filing a 
C'onsolidated Federal income tax return. It is the policy of the company to 
accrue appropriate income taxes on the unremitted earnings of affiliates, 

(2) Investments Reported on the Equity Method: 
The investment in Blue Chip Stamps and Berkshire Hathaway, Inc. meet the 

criteria set forth by the American Institute of Certified Public 
Accountants Accounting Principles Board for investments which must 
be reported on the equity method for all fiscal periods beginning 
after December 31, 1971. Such investments previously were carried at 
cost with dividends received thereon reflected in ifc!come, This change 
had the effect of increasing net earnings bJ approximately $258,000 and 
$61,000 for the years ended December 31, 1971 and 1970, respectively. 

DISCLO'SURE IF THE ABOVE PAGE IS LESS CLEAR.THAN THIS STATEMENT. IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

Notes to Financial~ements, Continued 

(3) Organization of the Company: 
During December 1971 the company changed its name from Reinsurance Corp. 

of Nebraska to Columbia Insurance Company. 

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. 

(4) Legal Proceedings of Blue Chip Stamps: 
The financial statements of Blue Chip Stamps include the following note 

(the "Company" refers to Blue Chip Stamps): 

"Legal proceedings: Pursuant to a consent final judgment 
entered in 1967, the Company in June 1972 submitted for . 
approval by .the United States Distric~.· Court a plan Jo offer .. <. 
for sale one-third of its California trading stamp business ... 

Obcated within a contiguous geographical area in Southern 
California. In January 1973 the court signed an order (1) 

i·>o disapproving said plan, (2) requiring the Company to con­
tinue efforts to negotiate a sale and (3) calling' for the 

,_, 1\ 

the appointment of an independent expert witness to study 
···r the feasibility of a sale or spin-off of a portion of the 

Company's trading stamp business under existing conditions. 
The g8mpany believes that such a sale or spin-off, if 
consummated., would have ~.·>materially adverse effect on 
rev<mues and earnings and"-Under existing market conditions 
might have a materially adverse effect on its ability to 
continue.it.s.trading stamp business. 

"The Company ·i·~ :a defendant in ,.a purported class action to 
recover for stainpsavers monies collected by it as reimburse­
ment for Californi'~ sales taxes on redemption of stamps. · 
Plaintiff.s claim that red~l"ption transactions are not .. taxable 
and that all reimbursement's Were excess reiMbursements or 
alternatively th:lt reimbursement collections exceeded the tax 
properly payable and such excessshould be returned. The 
Company has paid sales taxes to the state equal to its reim­
bursement collections. The Company has as'serteli• claims against 
the state for reimbursement of all or part Of any:•.rei!oyery by 
plaintiffs on either of those theories. The comp'laini:.~>as 
recently amended to allege fraud and to seek punitive· damages 
from. the Company. In the opinion of counsel for the Company, 
substantial defenses are available, but counsel cannot predict 
the ultimate outcome of the action. 

"A purported class action was filed on November 10, 1970 against 
the Company and certain of its present and form~r stockholders 
and directors. The complaint was filed on behalf of .retailer 
users of Blue Chip Stamps who failed to purchase stock.of Blue 
Chip Stamps in a 1968 offering to retailer users. The \\complaint 
alleges damages to plaintiffs of $21,400,000, together with 
exemplary damages of $25,000,000, interest, attorneys' fees and 
costs, and prays that plaintiffs have the right to purcHase stock,· 

,, 1\ 

or units of stock and debentures, of Blue Chip· 'Stamps on\\the 
terms of the,, 1968 offering. The action was dismissed wit~ 
prejudice by the United States District Court and an appe~1l by 
the plaintiff is pending. On June 21, 1971 plaintiffs fifad a 
substantially identical action against the same defendants ~.in 
the Los Angeles County Superior Court, but the Conipany has hot yet 
been served with process in that action. In the opinion of 'l'ounsel 
for the Company, upon the facts known, the complaints are without 
merit and all defendants should prevail. 

\\ 

\\ 

l 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

Notes to Financial Statements, Continued 
;.·;? 

(4) Legal Proceedings of Blue Chip Stamps, Cont.: 

"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 12, 197,1 by a California corporation 
formerly engaged in the trading stamp business. 'The complaint 
seeks treble damages in substantial amounts plus attorneys' 
fees and costs. The Company has not been served with process. 
In the opinion of counsel for the Company, up'on !:'he facts 
known, the action is without substantial merit .• " 

(;. 
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COLUMBIA INSURANCE COMPANY "\0 , 

(formerly Reinsurance Corp. of Nebraska) 

Name of issuer. and title of issue 

U. S. Government -
u. s. Treasury Bills due March 1973 

Special revenue and special assessment! 
Alabama, Montgomery Industrfal Revenue 
Arkansas, Danville Industrial Development Revenue 
Georgia, Washington-Wilker Payroll Authority 
Illinois Toll Road Commission 
Indiana Toll Road Commission 
Iowa, Burlington Industrial Revenue 
Kansas, Lenexa ..Industrial Revenue 
Louisiana, Beauregard Parish Industrial Revenue 
Missouri, New Madrid Industrial Revenue 
Missouri, Rolla Indust~ial Revenue 

Industrial and miscellaneous -
F.M.C. Corporation Convertible Subordinated 

Debentures 

'' ''·•: 

~~~OVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

Bonds 

December_ll, 1972 

.Principal 
amount of bonds 

and notes 

$ 100,000 

100,000 
105 ,ooo 
100,000 
125,000 
150,000 
100,000 
100,000 

20,000 
100,000 
100,000 

1,000,000 

97,000 

$. 1,197,000 

• • cc, Market value 
'(amortized 
~) 

Book value 
Actual cost (amortized cost) 

0 

98,716 

100,000 
105 ,ooo 
100,000 
91,875 
90,000 
99,000 

100,000 
16,100 
80,750 
95,005 

877,730 

69,020 
1,045,466 

,. 

98,716 

100,,000 
1os;ooo 
100,000 

94,615 
96,517 
99,076 

100,000 
16,517 
82,795 
95,925 

890,445 

69,042 
1,058,203 

98.716 

100,000 
105,000 

·.-. 100,000 
9t+. 615' 
96,517 
99,076 

100,000 
16,517 
82,795 
95,925 

890.!445 

68,870 

1,058,031 

Dl 

·Amortized 
~ 

98,716 

100,000 
ii 105,000 II 

100,000 
94,615 
9~,517 
99,07.6 

100,000 
16,517 
82,795 
95,925 

890,445 

69,042 
1,058,203 

,, 

,, 

Admitted 
asset value 

li 

(} 

98.716. 
; 

·100,000 
105,000 
100,000. 

94,615. 
96,517 
99,076 

100,000 
16. ?}!j1 
82, 7(95 
95. 92's 

890,445 

69,020 

1,058,181 

C/.1 

g. 
ID go 
..... 
ID 

.... 
I ..... 

. '• :· . 
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COLUMBIA INSURANCE COMPANY 
(formerly.Reinsura!!£.!L.Qorp, of Nebraska) 

Name of issuer and title of issue 

U, S, Government - ,(! 

U. S. Treasury Bills due February 1972 
~-

Special revenue and special assessment: 
Alabama, Montgomery Industrial Revenue 
Arkansas, Danville Industrial Development Revenue 
Georgia, Washington-Wilker Payroll Authority 
Illinois Toll Road Commission 
Indiana Toll Road Commission 
Iowa, Burlington Industrial Revenue 
Kansas, Lenexa Industrial Revenue 
Louisiana, Beauregard Parish Industrial Revenue 
Mis'souri, New Madrid Industrial Revenue 
Missouri, Rolla Industrial Revenue 

-~.J' 

') 

IF THE ABOVE PAGE IS L£SS CLEAR THAN THIS . ,IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

Bonds 

December 31, 1971 

Principal 
amount of bonds 

and notes 

$ 160,000 

100,000 
105,000 
1()0,000 
125,000 
150,000 
100,000 
100, 000"' 

20,000 
100,000 
100,000 

1,ooo,ooo 

$ 1,160,000 

Book value 
Actual cost (amortized cost) 

156,492 

100,000 
105,000 
100,000 

91,875 
. f 90,000 

99,000 
100,000 . 

16,100 
80,750 
95,005 

.• 877,730 

1,034,222 

<:· 

156,492 

100,000 
105,000 
100,000 

93,234 
93,970 
99,025 

100,000 
16,349 
81,969 
95,573 

885,120 

1,041,612 

!)•"\\)f 

0 

-~ 

Market value 
(amortized 

cost) 

156,492 

100,000 
105,000 
100,000 

93,234 
93,970 
99,025 

100,000 
16,3ft9 
81,969 
95,573 

885,120 

1,041,612 

,, 

''-
() 

'-'o 

~ 

l 
Amortized Admitted 

value asset value 

156,492 156,492 
''\ .. 

100,000 100,000 
105,000 105,000 
100,000 100,000 

93,234 93,234 
93,970 0 93,970 
99,025 99,025 

100,000 100,000 
16,349 16,349 
81,969 81,969 "'' 95,57 3 95,573 

885,120 885,120 

1,041,612 1,041,612 

~::. 

~\ en 
n 
::r .. 
g. 
..... .. 

\., .... 
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N 
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Name of issuer and title of issue 

Public utilities - California Water Service Co, 
0 

Banks, trusts and insurance comPanies: 
Cleveland Trust Company "'· 
Girard Company 
Harris Trust and Savings of Chicago 
National Bank of Detroit 
New England Merchants Co., Inc. 
Omaha National Corporation 
Pittsburgh National Corporation :? 

-~~· 

State Street Bqston Financial 
Third National Bank of Nashville, ,, Tennessee 

Industrial and miscellaneous: 
·Boeing Company 
Grumann Corporation 
Investors ~iversified Services ,, 
Kennecott Copper Corpora!:.ion 

/.{L1 t 

New Yorker Magazine, Inc'•. · ., 
Northrup Corporation 
Washington Post Company 
Wesco Financial Corporation 

Total common st9cks 

·~ . 
" ·i'/'.( 

·DISClOSURE® IFTHE~~ovEPAGEISLEsscLEARTH~~ .· ·sT~TEMENT,ITIS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

Stocks - Other than Stocks of Affiliates 

December 31, 1972 

Number 
of 

\' 
shares Actual cost 

11.062 $ 275,449 

10 802 
100 5,025 
50 2,512 

100 5,112 
100 2,313 

8,800 118,641 
100 3,513 
50 •Z)• C• 

1,988 
200 4,575 

9,510 144,481 

100 2,177
1 

100 1,723 
100 848, 
100 2, 735 

12,000 753,951 
100 1,952 
100 2,433 
105 1,799 

"' 
12,705 767,618 

$ 1,187 2548 

!;) 

·.,, 

', .;, 1_+1 

(;:, '.';, 

'.'': 

•', 

Book value Adui:i,tted 
(cost) Market value asset ,value 

;-;· n 

275,449 309,736 309,;36 

802 925 
,._,. 

925 
5,025 5,563 5,563 

< 2,512 2,913 2,913 
·5 '112 5,075 5,075 
2,),P 2,375 2,375 

118,641 226,600 226,600 
3,513 3,650 3,650 
1,988 2,413 2,413 
4,575 9,550 9,550 

144,481 259,064 259,064 

" 
2,1/7 2,500 2,soq 
1, 723 1,000 1,000 

848 900 900 
2,735 2,375 2,375 

753,951 576,000 576,000 
1,952 2,313 2,313 
2,433 3,800 ,. 3,800 "' n ::r 
1,799 1,693 1,693 11> 

767,618 590,581 590,581 §' ,_.. 
'\, r·\ 11> 

1,187,548 1,159 1381 1,159iJ81 ... 
" ... 

• ,_.. 

'.i 

Dl 
. . ~ 



(; 

(. 

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 Corporatioh 
State Street Boston Financial 
Third Nation~! Bank ·of Nashville, Tennessee· 

I.ndus trial and misce11aneous: 
Grumarin Corporation 
Kennecott Copper Corporation 
New Yorker Magazine, Inc. 
Northrup Corporation 
Washington Post Company 
Wesco Financial Corporation 

Total common stocks 

DISCLOSURE® IF ;~E ABOVE PAGE 1s LESS CLEAR THAN '!;HIS s;~TEMENT.IT 1s . 
· ·' DUE TO POOR Pf:IOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

Stocks - Other than Stocks of Affiliates 

December 31, 1.971 

Number 
of Book value 

shares Actual cost (cost) 

~1.062 $ 275,448 275,448 

500 25,125 25' 125 
50 2,513 2,513 

100 5,113 5,113 
100 2,312 2,312 

''a soo 118,641 118,641 
' 100 3,512 'C\ 3,512 

50 1,987 1,987 
200 4,575 4,575 

9,900 163,77'8 163,778 

" 100 1,723 1,723 
100 2,73~ 2,735 

12,000 0 753,951 753,951 
100 1,952· 1,952 
100 2,434 2,434 
100 1,799 1,799 

12,500 764,594 764,594 

$, 1,203,820 1,203,820 

{f) 

DISC LOS 

(\ 

I!• 

-

Admitted 
Market value ' asset value 

q 

298,674 298,674 

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

202,400 202,400 
3,550 3,550 
2,062 2,062 
6,475 6,475 

252,156 252,156 

1,537 1,.537 
2,438 2,438 

396,000 396,000 
2,163 2,.163 
2,537 2,537 
1,700 1,700 

406,375 ~) 406,375 

957,205 957,205 
"' n ::r 
II> 
go .... jet 
II> c ·U 

H 
H 
• 
N 

'.1' /I· 
' 'il 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

0 

Summary of Investments in Securities - Other than Securities of Affiliates 

J) 

Type of security 

Bonds and notes: 
U. s. Government 
Special revenue and special assessment 
Industrial and miscellaneous 

Total bonds and notes 

Stocks: 
Colll!!lon stocks: 

Public utilities 
Banks, trusts and insurance companies.' 
Industrial and·miscellaneous 

" 

Total stocks 
Total investments in securities -

other than securities of affiliates 

.. 
IF THE ABOVE PAGE IS LESS CLEAR THAN THIS ST~TEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

December 31, 1972 

Actual cost 

$ 98,716 
877.730 

69,020 
1.045.466 

275,449 
144,481 
767,618 

1,187,548 

$ 2,233,014 

Book value 

98.716 
890,445 

69,042 
1.058,203 

275,449 
144,481 
767,618 

1,187,548 

2,245,751 

Market valuer 

98,716 
890,445' 

68,870 
0•1. 0581031 

309,736 
259,064 
590,581 

1,159.381 

22217,412 

Amortized 
value 

,.~-· -.-.-

98,716 
890,445 

69,042 
1,058.203 

') 

Admitted 
asset value 

98, 716'• 
890,445 
69.020 

1,058,181 

309,736 
259,064 
590,581 

1.159,381 

2,217,562 

"' g. .. 
~ ... .. 
< . ' ... 

DIsc·· I ·o· ·. s' ' ·.' u·· ; ,R•·· E .. ® IF THE ABOVE PAGE IS L'EsRCCL~AR THAN THIS $rA~~:WENT.IT IS . 
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COLUMBIA INSURANCE COMPiNY 

Summary of 

(fqrmerly Reinsurance Corp. ofiiNebraska) 

Investments in Securities '- Other th~ln Securities 
,, \1 

of Affiliates 
\\ 

Type of s~curity 

, Bonds and notes:,_, 
U, S. Government o 
Special revenue and special assessment 

Total bonds and notes 
p 

Stocks: 
Collllllon stocks: 

Public utilities 
Banks, trusts and insurance companies 
Industrial and miscellaneous 

Total stocks 
Total investments in securities"'' 

other than sec!urities of affiil:lites 'I· .. ~ , \.· , .. ~-:· j . I '->- 1,! ,' 
,I '-c 
~I '•: 
·~'t "< ),\ 

,,• 

IF THE ABOVE PAGE IS LESS CLEAR THAN Tit IS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT: 

December 31, 1971 \) 

Actual cost 

$'' ' 156,492 

" ' '877,730 
111,034.222 

Book value 

156,492 
885.120 

1,041,612 

Market value 

156,492 
885' 120 

1,041,612 

298,674 
252,156 

6,423,565 
6,974,395 

Amortized 
value 

156,492 
885,120 

1,041.612 

1,041~612 

\i 

Admitted 
asset value 

156,492 
885,120 

1,041,612 

298,674 
252,156 

6,423,565 
6,974,395 

8,016,007 

·-<· 

' 

"' g. .. 
g-.... .. 
< • 
"' 

® "' 
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Name of issuer 

Berkshire Hathaway, Inc. 

Blue Chip Stamps 

~ 

Berkshire Hathaway, Inc. 

Blue Chip Stamps 

o 1 sc Lds,·· ··.u R e ® IF THE ABOVE PAGE IS LESS CL~AR THAN ~~~s STATEMENT. IT IS 
) DUE TO POOR PHOTOGRAPHIC QUALITY DF .. THIS DOCUMENT. 

COLUMBIA INSURANCE COMPANY 
(formerly Reinsurance Corp. of Nebraska) 

Investments in Common Stocks ox Affiliates 

December 31, 1972 

Oo 

Number 
of 

shares Actual cost 

48,635 $ 2,789,951 

250,000 3,100,875 
;_:~ 

$ s;890,826 298,635 ,, 

ll: 
II II 

December 31, 1971 ,---
,."'-

35,067 $ 1,757,986 

" 3;'100,875 250,000 II 

285,067 $ 4 1858 2861 

~-~ 

li ,, ,, 

' 

,, 

,, 
0 

() 

·:.:.· 

(J 

Admitted Do Equity in net 
and asset 0 " assets (~ 

excess cost Market value ·value 
,~J 

3 ,5 35'', 442 3,890,800 3,890,800 0' 
'• ,, 

3,498,635 3,843,750 3,843,750 ·.;_;:· d!>~!~') 

~~. 

7,034,077 7,734,550 7,734,550 

.,I 
•;'! .. , 
~~ 

II 
I! 

" '·' 

1,960,254 ,, 2,454,69.0 2,454,690 

3.243,336 3,562,500 3,562,500 
'·~ 

5,203,590 6,017,190 6,017,190 
,, ,, 

'(\ D 

"' g. 
II> 
go .... 
(I) 

0 (\ 

', o:l 
" 

.,:, 
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Line of insurance 

FirC1 0 

Allied lines 
Homeowners multiple peril 
Como.ercial multiple peril 
Inland marine· 
Workmen 1 s" compensation 
Liability other than auto 

Auto liability 
Auto physical damage 
Aircraft (all perils) 
Surety 
Burglary and theft 
Boiler and machinery 
Internat,ional 
Reinsurance 

. , 

c 

Unearned 
premiums 
beginning 
of period 

$ 254,843 
31,7!i,5 

58 
7,158 

11,641 
758, 

34,163 
33,829 

340,917 
822 

4,400 
13 
22 

$ 720;389 

0 

· .. -; 

-~·~ ,, 
' .. • ,, 

., 
l;-

\( 

\\ 

\\ 

p 

:,1 

COLUMBIA INSURANCE .COMPANY ,(', 
(formerly Reinsurimce Corp, of Nebraska) .,, 

I 

Premiums, Losses and Underwriting Expenses 
,, 

" Year ended Decem~e~ 31, 1972 

Part 1 - Premiums 
Unearned Premiums 

Net premiums earned 
premiums end of during 
wri~ period period 

I< ,, 
349,707 252°858' 351,692 

' 107,984 59,907 79,842 
J',':) 118 284 
,, j 

42,480 74,353 109 ,6·,,_, 
'38,500 ' 16,436 33,705 
26,403 ,, 8,526 18,635 

~ 0~)7 

87,343 235,71-3 288,893 '· 
740,932 249';139 525~622 
65,896 71,931 334,882 
13,871 - 14,693 

91c944 8,417. ' 5. 927' 
246 !12 .·· 147 
334 183 173 

48,467 20,286 28,181 
32,910 27,523 5,387 

~ 
1,834,106 845 1259 C1l 1 1091236 

c 

,, 

Part 2 - Losses and underwriting expenses 

Losses 
incurred 

during· 
period 

·208,327 
42,703 

53,523 
16,492 

2,304 
117,090 
392,681 
267,164 

C• 
1,802 
6,874 

60 
21,528 
29,327,) 

1,159,875 

Loss expense 
incurred 

during 
period' 

128,568 

"' 

Commissions 
and 

brokerage 
incurred 
during 
period 

I' ·' 

Other ... 
under­
writing 
expense 

incurred 
during 
period 

81296 

" 

•;-. 

(:: 

., 

Cll 
n 
::r .. go ,_. .. 
::1 

;() ' H 
• ,_. 

-·- ,_ - ' . 

·~-

., o. 1 sc LJo· · ·8· u R e ® IF THE ABOVE P~GE IS LESS ~LEAR.THA~ THIS ST~T~MENT • • ~IS 
'; . . DU~ TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

" o;.;,j.'' -.,.::~ - ~. . • .• · .• ·,.-'~·-::,. :, 

IF THE ABOVE PAGE IS LES!I CLEAR THAN THIS STATEMENT, IT IS 
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Line of insurance 

Fire 
Allied lines 
Ocean marine 
Inland marine 

'Wofkmen 1 s compensation 
Liability other than auto 
Auto liability 
Auto physical damage 
~ircraft physical damage 
Surety " 
International 
Reinsurance 
Other 

':--

Unearned 
premiums 
beginning 
of period 

$ 14,503 
3,191 
6,8o'i 
4,060 
1,031 

0 19,509 
2,936 

184>300 
"' B47 

2,477 
il 

$ 239,161 

..... 

,, 
0 

, COLUMBIA INSURANCE COMPANY <;~\ <! 
(formerly Reinsurance Cprp. of Nebraska) --

,;t 
0 

Premiums, Losses and Underwriting Expenses 

Year ended December 31, l971 -. 

Part f - Premiums 

Net ~~) 

premiums 
11 written 

477,397 
91,549 
14,977 
29,861 
6;631 

111,516 
246,085 
409,637 

5,020 
9,584 
1,203 

30,001 \? 
179 

1,433,640 

Unearned 
premiums 

end of 
period 

254,843 
31,764 

7,158 
11,642 

758 
34,163 
33,829 

340,917 
822 

4,400 

93 

720,389 

,_. __ 
Premiums 

earned 
duriri'g 
period .. 

237,057 
62,;976, 
14,626 
22,279 
6,904 

96,862 
215,192 
253,020 

'+,545 
7,661 
1,203 

30,001 
86 

952,412 

IFoTiiE ABOVE PAGE IS LESS ClEAR THAN . STATEMENT, nGl$ 0 

DUE T,O POOR PHOTOGRAPHIC QUALITY OFTHIS DOCUMENT. 

l.'. -. r; 

" 
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{) 

Part 2 - ~Losses and' underwriting expenses .. 
othe:i:· 

und~r-··' 
writing 
expense Losses 

incurr¢d 
during 
period 

217,41~ 
5,439 
5,3,36 
4,234 
3,803 

51,612 
:;.,' 

164,188 
134,851 f; 

(1,299) 
435 

2,478 

588,492 

0 
0 

" 

Loss expense 
inqn~red 

during 
period 

94,.663 

Commissions 
and 

brokerage 
incurred 

during 
period 

0 

.iJ 
" 

_,, 

incurred 
·during 
period 

1} 

I) 

Jj 

.l'l'' ,.,._, 

;/ 

0 

., 'j 
,; 1'1 -,)~ 

"-I' 

c 
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., COLUMBIA INSURANCE COMPANY 
(formerly Reinsura~orp. of Nebraska) 
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COLUMBIA INSURANCE COMPANY 

(formerly Reinsurance Corp. of Nebraska) 

Schedule X.2 

Income from Dividends - Equity in Net Prof£~ of Affi1.iates 

December 31, 1971 

Name of issuer and title of issue 

Public utilities - California Water Service Co. 

B'anks, trusts and insurance companies: 
Girard Compa·ny 
Harris Trust and0Savings of Chicago 
National Bank of Detroit 

·.New England Merchants Co., Inc. 
Omaha National Corporation 
State Street Boston•Financial 
Third National Bank of Nashville, Tennessee 

0 

Industrial and miscellaneous: 
Berkshire Hathaway, Inc. 
Blue Chip Stamps 
Gruinann Corporation '' 
Kennecott Copper Corporation 
Northrup Corporation 
Washington Post Cpmpany ,, 

Q 
0 ,, 

/.J" ,, ' 

(_I 

\I 

J:; 

;-~ 

. ~ . 
"fi 

-·-i 

Amount Amount of c0 

of cash equity in 
dividends net profit 

$ 18,806 

.;;\ 

1,500 
25 w 

110 
35 

10,560 -:-~ 

.-;:.. 

30 

~~ 
200 

:f 12,460 

" 185,553 

t 130,210 
50 
25 0 

·50 
5 

130 315,763 
"' 

$ 31,396 315,763 

,\ 
(;) 

Q 

··~. 

'"» 

i-: 

C") 

D. I::· ® IF .THE ABOVE p;~E IS LE,S!I<~L~AR TH~N THill sf~T~MEN'J:, IT IS 
\JJ ·· DUE. TO POOR PHOTOGRA!HIC ,gU~Lin' OF THIS DOCUMENT. 
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COLUMBIA INSURANCE COMPANY 
(formerly Reinsura~orp. of Nebraska) 

Summary of Realized Gains on Sale of. Investments 

Year ended December 31, 1972 •. , 

Type of security 

Stocks: 
Banks, trusts and insurance companies 
Indust·rial and miscellaneous 

Income taxes allocated to realiz.ed '' 
gains 

Net realized gains 

Aggregate 
~ 

$ 20,100 
1,734 

21,834 

$ 211834 

0 Year ended"December 31, 1971 

Sto.cks: ~ \'-
(..J:ndus trial:>and mis.cellaneous 

Income taxes allocated to realized 
gains 

. -~~E.:. 
0 

Net realized gainscc 

, . 

) 

$ 647,775 

$ 647.J.J2. 

G 

<':? \) 

Aggregate 
proceeds 

21,900 
2,200 

24"100 v> 

24.100 

0 

933,915 

6' 

9331915 

Schedule XI 

,, 

.;? 

1.,800 
466 ° 

2,266 

630 

11586 

286,140 

86,000 

200,140, 

DISC• ·.0·_ J ,s· .<,~u' · R~="® IF THE ABOVE.tiAGE IS LESS. ~LE:R~THA~ THISS~AT~,.;.ENT.ITIS 
l.,l . , - · .. DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. - . - ' ·- -.~ 
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DISCLOSIJRE 

._-::;-

,., 
Average shares outstanding (1), 

li 

EXHIBIT A 

COMP~TION OF EARNINGS PER SHARE 

.. , F;,ebruary 3, 
'l . 1973 

January,.,.29, 
Q 1972/ ' 

,") ',' 

1;ooo,ooo 

Fiscal year ended 
January 30, 

1971 

1,000, 000 

January 31, 
1970 

1,000,000 

February .· .. ·_1
1
_ ' .. ·.·.--' ·, ' 1969.'. 

1, 000,000' 

·" 
Net earnings $2,91'8,042(4) $1,515,880 (3) (5) $1, no, 265(5) $ 114,203 (2)(5) $1,997,700(6) 

\'• 

Per: .. share amount $ 2.92 $ 1. 52 $ 1.72 $ .11 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

). 

Average shares outstanding have been recas't to reflect a 3,333-1/3 to 1 stock split >rhich occurred in December 1969. 

Includes extraordinary loss of $1,318,979. 
I'~· li 

Includes extraordinary loss of $111,000. 
\) 

Inc luges extraordinary gain of $193.021. 
:, 

(1, 

Resta~ed to reflect change in 1973 to equity methoc;l of accounting for investments iri affiliated companies. u 

' 0 Not necessary to''•r,!!state as in (5) above since no investments were held in the affiliated companies at this date. 

(i 

(I"' 

() 

. 
IF THE ABOVE PAGE IS LESS CLEAR THAN T~IS STATEMENT, I~ IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 

2.00 

I ;, 

IF TH.E ABOVE PAGE IS LES!lCLEAR THAN THIS STATEMENT, IT IS 
DUE TO POOR PHOTOGRAPHIC QUALIT\' OF THIS DOCUMENT. 

·; ·_:.·. 

1.: 

.. 



II 

II G 
.~. f.F· 

.-. ,., 

1-\ 

1973 Annual Report 



0 
0 

BLANK PAGE 
I) 

,. C• 

;i_{ 

.,. 
~ 

"''.::--~ 

.:,,.. 

,} 
_,;' 

;<:t: 

<1:: -;} 

v-

,!) 



0 

II 

Directors ~nd Officers 

Directors 

'War;~n E. Buffett 
Parsonal investments 

z. Wayne Griffin 

,. 
•I 

!/ 

Chc:iirman of Comnfi.lllity Redevelopment -Agency 
of the City of Los Anf}eles; real estate developer; 
personal investments·,:·· 

John P. Guerin, Jr. 
General partner of J. P. Guerin & Co., inv_estof's; 
director of Pacific Stock Exchange, lnc,:~'(Jhairman 
o/ the. Board of.::New A[!tedCB Fund, Inc . . , 

0 Joseph P. Hughes . 
President of Hughes Markets, Inc.; r.',iairman of ine_ 
Board of Certified Grocers-of Galt . .~,rrtia, Ltd. 

,., Emmett H. Jones 
President ot Terminul Oil Company, Industrial 

· " Engineerihp & Equipment Corporation and 
Weslates Investment Co. ,, 

Donald A. Koeppel 
Chairman of the Board and President 
of the Company 

DISCL.OSU-RE 
~. :~ ' ;; 

•.) 0 

" 

Photographs in this annual report follow 

the flow of merchandise through 
Blue Chip's distribution system. 

,v 

i!~ 
Charles T. Munger . 
General par!_ner q!Wh'e~ler, ,. 
MunQer & CO., investors 

William F. Ramsey .:• 

(I 

Execut(ve Vice Presi~enj of the G_9rppany 

0 

;; 

.9 

Ron Stever 
Cha,man ol the .Board ol The Stev,er Com/lani9s. 
consulting actuaries and insurance brokers, and 
of Cresc~nt Who/!} War·Jhouse Co. 

Andrew J.'-tolf ·. < , 

President of A?& 8 Supee]!?fkets, Inc. 

Officers :? 

Donald Kci!lppel 
,., Ch.,irrnarl'ol the 'Bo?rf{ and .President 

= 

~' 

-"2; d .I 

r, '·' \\ 
" 

0 0 

James D. Carter 
·. Vice Presideni. Operations\· 

Walter M. Cusack 
Vice President, Incentives 

William K. Klepp~r 
Vice President, Merchandise 

Robert H. Bird 
Secre(ary and Treasurer 

Erne~! P. Paulson,, 
Controller 

Eleanor Reynolds 
Assistant s~tretary 

(-Transfer Agents· 
/and Registrars 

0 

·lc~ 
,~· 

. 
' 

,;;,,rc~f,n..< H. All~n 
Rir!<ir1.,tt./nl6rmation System~ 

Bank•of America, N .. T.&§.A. 
Lgs Angeles . ' 

Anil.~rson 
Vic:e 'i>re.sident. Sales 

':~ 

.', •' 

Bankers !,rust Company 
·New York 
'tl \J 

,'\ 

) 
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To(; Our Stockt,~lders (i G J " 

Net income increased to $1.:38 per share for the 
current fiscal year from $.82 for the 'lprioP year. 

• ' o; Q ' 
Income before secunt1es losses(,and extraordt, 
nary charges amillmted to $'1.58 and $1.15 per 
share, respectively. . 'I · ~ 

, )! _ Jhe increase in earnings was acbi~ved in 
~~/spite of a 1 ?% decline in stamp service.reve-

third of its California tradin(L.,Stamp busines§i 
located within a contiguous, geographical are~( 
in Southern California. In January 1973 the 'court 
disapproved the plan, ordered the Company,;to 
continue efforts to negotiatll'a sale and <;,ailed for­
the appointment of _an independent expert wiV 
ness to ~fudy the feasibility of a ~a'le or spin-off 
under existing rY),arket conditions. We believe-that 
a sale or spin-off, if consummated, might have a 
materially adyerse effect on our abili\)' to con-

- nues from,,$1 00,622,000 to'$88,736
1
_poo cur- _ 

rently. This decline refle·ets additionanoss!?s0 of 
supermarket business and a reduction in multi­
ple stamping by service station operators. We 
do. not expect s'tamp service volume to level off 

"'or turn upward in,the near future:' .. " 
'\)'•'"'''Total revenues amounted to $.132,323,000 

including $32,049,000 from sales of See's candy. 
\"l;, 

Last year's total revenues of $114,102,000 in-
''"-'-

eluded only $4~W4,000 of See's sales due to 
our acquisition of the candy business late in the 
fiscal year. '' 

Although our incentive sales"are still rela­
tively small, $3,624,00.0, we are pleased with this 

.;,.t <,.'i:-) ' 

year's performance aiid look forward to further 
growth. V 

0 
· 

_ "Net losses~on sales gf securities declined 
., from $1 ,693,000,pr $.33 per share to $82,000 

or $;02 per share. The losses were incurred as 
part of our program of restructuring marketable -
securities with emphasis on after-tax yields·' and 

~ r;. \-

sound values. Th&!restructuring is now substan-
.,, tially complete. "" 

0 

The extraordinary charges, which amounted 
., ~ •l 

to $925,000 or$. 18 per share after income taxes, 
represented comP,,Iete settlem~_nt of.eleven civil 
lawsuits. '\., . , 

As required in,a 19q~ consent j~'l:igment, i~ 
June 1972 the Company submitted to the Unite'(! 
sfates District Court a plan to offer for•sale one, 

0, ol's 

-~ue in the tradL~g starnp busine~s._ J ,<i !?; 

· We were truly s;oddened by·'Mr. Charles J. 
Futterman's recent resignation as a member oi" -.;. 
our board of directors to concentrate on pther 
activities. Mr. Futterman has been associated 
with Blue c'~ip as director, counselor nnd friend 
since 1958. " 0 

.; The board of directo~s. as provided for in 
our by[;(\;c,s, reduced the size of the board from 
eleven to ten members._ _,. 

During the ~.~.st several months we h'av~ 
acquired just:,u~'jer .25% of the- outstanding 
common stock of Wesco Financial Corporation 

') 

and have applied to federal and state regulatory 
authorities for permission to increase our hold­
ings beyond 25%. Wesco's principaill:ubsidiary, 
Mutual Savings!_5lnd Loan Association, operate~~'' 
at, seJhn locations in Southern California. -- ~.::.,_;•-, 

~~-1" 
~> n 

Cordially yours, 

11 0 

;-;:,_,,~onald A. Koeppel 
Chairman of the Board and- Pi·esident 

0 · a · ·· 
April6, 1973 
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Blue Chip Stamps .. , 
\\tt 

.:; .J.~J 
•..:1) 

' foli•parath'e Sunim~y " -----------------------~ 

-;:_~\~~ 

(/.·2\ {1; 

n " · Tota!lfor the Fiscal Year 

Stamp service levenues 

c~ . Total revenues 

·2: 

Income before securities 
gains (losses) 01nd 
extraordinary charges 

Sec.yrities gains (lo~\es) ., 
Extraordinary charges,·';~·,,() 
Net in·come c 

Total at Fiscal Year End 

Total assets 
Stockholders' equity 

Average Shares Outstanding• 

"I Per Share• 

l~come'before securities 
. gains (losses) and 

extraordinary charges 

Net in'come 

3/3/73 

$ 88,736,000 
" 132,323,000 

;; 
8,1'08,000 

'(82,000) 
(925,000)' 

7,101,000 

199,72~,000 

53,125,000 

5,069,000 

1~ .. $1 .. 58 
1..38 

·~-- ·~ Ad}usted lor 5-for-1 ;iock split, October 1969. 

0 

',ofl: 
3/4tn I~ 2/27/71 

S1 00,622,000 $118,37 4,000 

114,102,000 127' 784,0,00 
·.\' 

5,907,000 8,739,000 

(1 ,693,000) (155,000) 

4,214,000 8,584,000 

A 
~~ v i~l 

~i 9G;740,000 148,
1
f22,000 

46,381,000 _;/{il3t296,000 =-· 
5,028,000 4,957,000' 

. ~ ,, " Y, 

.. , ~ \I 
$1.15 $1..72 

0 .82 1..69 

CJ 
._,. 

2/28/70 (' 

5124,180,000 
132,020,000 

·~ 

" 7•c738;Doo, 
'·' 0 ' 

27,000. 
(378,000) 

7,38?,000 

{'( 

14T,333,000 
0 35.431 ,000 

4,877,000 
.. J, (;:~ {\y 

1'''" 
.1 

$~53 

1.46 
.. .. 

1';-

'-:-. 

"" 
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7' 
3/1/69 3/2/68 G3/4/67 " 0 

2(26/66 . 2/27/65 2/29/64 
'-' !:.:~ 

:·il 

,$107,602,000 s'9.J ,o97,ooo $91 ,209,000 $~1 ,065,000 S71 ,969,000 $68,615,000 '~";.· 

l .l ' 
94,57•i;OOO 74,256,000 . 70,360,000 .. i\ .., 12, 15h000 94,760,000 83,772,000• 

•il 

fi 

.., . ,;, 

5,415,000,. 3,333,000 4,365,000 4,444,0(')\il 2,276,000 1,722,000 
229,000 ·,:') 85,000 v (81 ,000) (fil. 22,000 228,000 93,000 
~ .'~ 

(3,651 ,000) ' - ''--
~··· 

3,418,000 
;;., 

1,993,000 4,284,000 4,46.6,000 2,504,000 1,815,000 

" [! .. 
,•; 0) / 

123,796,000 95,772,000 81,999,000 77,713,000 65,207,000 59,924,000 
28,049,00q 23,060,000 19,487,000 15,202,000 10,736,000 8,232,000 
•' 

3,530"000 3,108,000 3,108,000 ' ,, 3,108,000 3,108,000 3,1 08,000· ., 

II 
lj li ' ~"' 

" IJ 
-;:;:; 

Q 
" ~~ ,; 

' $ \'v3 .55 $1.54 $1.07 $1.41 $1.43 ., $ 
:1 ·~ 

G .57 1.10 1.38 1.44 ,, .81 .58 

... 

" ... 
.• (.j. 

~- •f 
"' f:l 

(o 

' 



t) 

8 

(1 ·~··, 

,, 

Q 

Blue Chip,~tamps 
(:) 

Consolidated Balance Sheet ,-,-- .) 

March 3, 1973 and March~. 197:~ (Note 1) 

Assets 

Current assets: 

Cash ([J 

Marketable securities (Notes 3 and 5) 

Accolints receivable 

f) 

·:• 

Merchandise and supplies inventories, at the lower 
of cost (first-in, first-out) or market 

Prep_aid income tpxes and other expenses (Note 6) 

Total current assets 
Property, fixtures and equipment, at cost, less 

acCUrl)Uiated deprectation and am.or.tization (Note 4) 

Unamortized debenture discount 

Excess of cost'bvercequity in net assets of subsidiary, 
less accumulated amortization (Note 1) " 

,,, ·-

(;\ 

,, Liabilities and Stockholders' Equity 

R(ment liabilities; · 
)r,;'Accounts payable and accrued expenses 
i.' . Note payable to bank , ' 

1J Currentsportion of:'long-term debt 

Income taxes payable (Note 6) 

Liability for unredeerhed trading stamps (Note 2) 
~-

Total cuJ}'ent liabiii'ties 

Long-term d~bt (Note 5): If~ 
_ Note payable to bank, less currenilf!1ortion 
' . II 

6%% Subordinated Debentures due~978 
' ~! ~ 

Total long-term debe ~. 

Minority interest in subsidiary (Note 1) 

Stockholders' equity (Notes 5, 7 and 11): )I 
Common stock, par value $1.00 ,'loo===---'j/ 

Shares authorized -7,000,000' 
Shares outsil:mding- 5, 17f(OOO and,5,039,000 

Paid-in capital 
,·o) IJ 

, Retained earnings · 
<..~· • 

Total stockholders' equ1ty 
-' " () 

i)_ 

,, 

-

~-

u 
4' 

.,,, 

See accompanying notes to consolidated financial statJments 

,/:~ 

(\ 

1973 I) 

$ 4,196,000 

144,601 ,000 

4,148,000 

13, 114,00'1_ 

4,792,000 

170,851,000 

10,785,000 

1,347,000 

16,741 ,ooo· 

$199,724,000 

.::J 

--~:_i) 

() 

$ 8,476,000 

1/ 1,000,000 

5,751,000 

' 4,027,000 
93,351 ,000 ' 

_n 
,- .:J 12,605,000 

23,004,000 

1o,84!J,ooo 

'' (', 33,844,000 

150,000 

5,179,000 

1,579,000 

46,367,000 

53,125,000 ,, 

$199,724,000 

,, ' 

(_; 

1972 

$ ~.988,000 

134,731,000 

4,947,000 

14,187,000 
:, 4,057,000° 

16~ ,910,000 

10,933,000 Q 

1,706,000 
() 

16,191,000 

$190,740,000 

$ 
_, 

7,680,000 

·¢) 

5,452,000 

2,698,000 

89,245,000 

·1 05,075,000 

27,259,000 

10,840,000 

38,099,000 

1. 185,ogo 
;;r 

,, 5,039,000' 

862,000 

40,480,000 

46,381,000 

$190,740,000 

•I 

DISCLOSURE IF THE ABOVE PAGe IS LES~,1CL~AR "~:HAN , , IT IS 
DUE TO POO~ PHOTOGRAPHIC QUALITY OF THIS DO,«=UMENT. 
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Blue Chip Stamps 0 

t~onsolidnted Statement of m~:o,111e 
Filty~~wo Weeks EndV _March 3, 1973 and Filly-three Weeks Ended Ma~:ch 4, 1972 (Note 1) 

Revenues: 
Stamp service revehues (Note 2) 
Incentive sales .:;:, ,, 
Candy sales ''<•, 

·~ ,., Interest and dividends 

Other 

-·o-. \J 

'"Costs and expenses: "'. 
Cost of redeni~/ions and ~ale's (Note 2)' 
Sellin'g, general and administrative expenses 

(; Interest and discount amortization 

,,., ,, 
\' 

1973 

$ 88,736,000 
3,624,000 

32,049,000 
7,315,000 ,,., .. 

599,000 
~ 

132,323,000 

f) 
95,662;000 
21,729,000 
2,996,000 

•' ,, 

1972 

$.100,622,000 
2,145,000 
4,104,000 
6,359,000 

8J2,000 

·•114, 102,000 

93,791,000 
10,917,000 

1,292,000 

120,387,000 1 06,000,000~'' 

G' 

Income before income taxes, securities losses and 
extraordinary charges , 

Provision for income taxes (N.9le 6) ' ~ 
u 

Income before securities losses and extraordinary charge~,· 
Securities losses less applicable income tax effect (Note 6) 

Extraordinary charges (Note 11) 

Net income 
... 

, 1,Per"share (Note B): , ,, .. ~~ ,., r.-:-. 
· Income before securities losses and extrac)rdinary charges 

Securities losses 
~xtraordinary charges 

Net income 

$ 

11,936,000 8,102,000 
3,828,000 2,195,000 

' 8,108,000 5;907,000 
(82,000) (1 ,693,000) 

(925,000) g -
·, 0 

7,101.,900 ' $ 4,2<14,000 

$1.58 .. $1.15 
(.02) (.33) 

" (.18) 

$1:38 $ .82 

" (;c~nsoliduted Stute1nent of Stockholders' Equity 
Fifty-two Weeks Ended March~ 1973 and Fifty-three Weeks Ended March 4 1 1972 

--------------~~~·~"~·'----------~~~----------------------~~~1~--~~~~ 4'" """ .,, Comm.on Stock Paid-in Retained 

Balance at February ?7, 1971 
Exercise of stock options 
Cash dividends of $.24 per share 
Net income 

Ba!ance at March 4, 1972 
Exercise of stock options (Note 7) .. " 
Cash diXidends of $.24 per share (Note 5)" 
Net income 

Balance. at March 3, 1973 

Shares ·Amount Capital Earnings 

5,026,000 $5,026,000 $ 796,000 $37,474,000 
13,000 13,000 " 66,000 

5,039,000 
140,000 

· 5 039 odd'~ 
' ' 
140,000 

(1 ,208,000) 
4,214,000 
~--1 

'862,000 ,. 40,480,000 

717,000 ' 
.. - (1 ,214,000) 

7,101,000 
·0 

5,179,ooo $5,179,ooo $1:s79;ooo $46,367,ooo 

See accompanying ~ales to consorllda1ed financial statements 
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Blue Chip Stamps 

,, - :,. ). 

Cnnsolidated Statenumt nf f~h~-nges in Finam~ial Pnsitinn 
Filty-two Weeks Ended March 3, 1973 and Filty-three Weeks Ended March 4, 1972 (Note 1) 

Worki.Qg capital was pr~vided by: 
tncbme before extraordinary charges 
Income charges not affecting working capital· 

Depreciation and amortizatio~ 
Mi~ority interest in net incom~ d&subsidiary , 

" Working capital provided by opera) ions 
Note payable to bank (long-term portion) 

Exercise of stock options 

tvl.inority interest in subsidiary 

Working capital was used for: 1;; 

Excess.·of cost over equity in net assets of subsidiary 
;f I. 

Property additions, net, including''$6,602,000 in 1972 
relating to acquisition of subsidiary 

Payment of dividends 
Transfer of long-term debito short-term debl 
Extraordinary charges (Note 11) 

Increase in working capital, including $11,006,000 in 
1972 of working capital of subsidiary at acquisition 

ji 
" 

ln'cie'ases (decreases) in components of working capital: 

Cash 
Marketable securities 
Accounts receivable 
Inventories . 
Prepaid income taxes and other expenses 
Accouhts payabl~ and accrued expenses 

Note payable to bank (short-terf11) 
. Current portion of long-term debi 

Income t?x~s payable /•' 
Liability f~r unredeemed trading stamps 

"'· 

Increase in working capital 

1,) 

See accompanying notes to consolidated financial statements 

Jl 

1973 

2,141,000 
35,000 

10,202,000 
1,496,000 

857,000 
(1,070,000) 

11,485,000 

978,000 

1,206,000 

1,214,000 
5,751,000 

0 925,000 

10,074,000 

$ 1,411,000 

$ 208,000 
9,870,000 

(799,000)•· 
(1,073,000) 

735,000 
(796,000) 

(1,000,000) 

(299,000) 
(1,329,000) 
(4,1 06,000) 

$ 1,411,000 

• 

1972 

$ 4,214,000 

1 ,351 ,000 
43,000 

5,608,000 
27,259,000 

79,000 
1,142,000 

34,088,000 

. .., 

16,245,000 

7,652,000 
1,208,000 

, 25,105,000 

d' .1:. 
$ 3,457,000 

21,563;000 

u 

9 (2,846,000) 
(3,01 0,000) 
· 608,opo 

(2,284,000) 

(5,452,000) 
(i ,237,000) 
( 1 ,81'd,OOO) 

$ 8,983,000 

. h (_\ " 'p· 
IF THE ABOVE PAGE IS LES!I CLEAR THAN THIS~STATEMENT;'lT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT; ,• 
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Blue Chip Stamps 

" Notes to,fAmsolidated FinandalStatements II 
II 

/• 

() (i'F 

------------"'-------~~~. ---,.----,.~~ 
NOTE 1-Subsidiary company: ·,., Cost Market Value 

The co[tso,l,idated financial statements include 
tpe acc.ounts of the Company and of its majority-a 
owned subsidiary, See's Candy Shops, Incorpo­
rated ("See's"), from date of acquisition. On 
January 3, 1972, the Company acquired 67% of 
the common stock of See's. As a result of an 

"invitation lor teT)ders and subsequent purchases, 
ownership was increased to 93% through March 
4, 1972 and to 99% through March 3, 1973, for 
a total cost of $34,661 ,000. The acquisition has 
been recorded as a purchase. The. excess of 
cost over equity in underlying net assets is 

l 
being amo.rl!zed over 40 Y!"ars; amortization 
amounted to.$428,000 and•$54,000 for the fiscal 
years ended March 3, 1973 and March 4, 1972. 

The following pro-fo/hJa results of opera- ,. 
' lj ' 

tions for the fiscal year ended March 4, 1972, 
which are furnished solely to comply with a 
requirement of the Accounting Principles Board, 
assume that the Company own.ed 99% .of See's 
for sLlch fiscal year: 

Total revenues 
Income before securities losses 
Net income 
Per share: 

Income before securities losses 

$140,240,000 
6,754,000 
5,061,000 

$1.32 
Net income .9Q, 

==========;= .. , 

NOTE 2.~ Stamp service accounting: 

The Company recognizes SI!Jm'p service rev~;­
. nues upon issuance .of its trading sta,mps and 
:provides a liabiilty.ai::coui;t for unredeemed trad­
ing stamps consisting of.1b.e: cost of merchandise 
and related redemption expense~. f,br a number 
of years the Company has made~statistical eval­
uations of its redemptions. Based upon analysis 
of such evaluations, the Company presently 
estimates that 97.5% of all stamps issued will 
ultimately be redeemed. The liability. for unre­
deemed traf''ng stamps of $93,351,000 at March 
3, 1973 inc'IUc!ed $77,354,000 for the cost of 
merchandise and $15,997,000 for redemption , 
expenses. 

NOTE 3- Marketable securities: 
' 

'Following is a summary of marketable securities, 
which are stated at cost (less amortization of 
bond premium): 

DISCLOSUR 

March 3, 1973 - . 
Short~ term in~~slments· 
Preferred and 

common.s)ocks 

.. ,_, 

March 4,1972-
Short~term investments 
State and o 

municipal bonds 
Preferred and 

common stdCks 

$, 21 ,29B,OOO s 21,298,000 

123,303,000 127,004,000 

$144,601,000 ·S148,302,000 

s 20,940,000 's 20,958,000 

17,335,000 
I.J ; 

13,372,000 

96,456,0()0 97,409,000 

S,p4,731 ,000 S13t,739,000 

At March 3, 197_3 the Cor;ipany owned 21.9% 9f !! 
the outstanding shares of Wesco Financial Cor­
poration common stor,k at a cost of $8,099,000 

':.J 

and has subsequently increased its ownership to 
24.9%. through April 6, 1973. The Company is 
pres4ntly sei!lkiri'g permission of Federal and • ' .,,, 

,, California reg~latory authorities to /.i1crease such 
ownership beyond 25%. ·, 

}'<,;t Ji 

NOTE 4- Property, fixtures and ~quipment:' r. 

Following is a summary of property, fixtures and 
equipment: · · · 

March3, March 4, 
1973 1972 

Uind s 2,900,000 s 2,900,000 
Building~ 5,703,000 . 5,572,000 
Furniture, fixtures 

and equipment 8,957,000 8,897,000 
Leasehold improvements 4,116,000 3,406,000 

21 ,G76,000 20,775,000 
Less accumulated depreci· 

9,842,000 ' alion and amortization 10,891,000 

$10,785,000 $10,933,000 !I 

Depreciation and amortization of property, fix­
tures·and equipment are p'lovi1ied by straight­
line and accelerated methods ov"er the estimated 
useful lives of the assets. Total provisions 
amounted to $1,354,000 and $932,000 for the 
fiscal years ended March 3, 1973 and Ma'rch 4, 
1972. 

NOTE 5- Lqn~J,'Ierm debt: 

The deben.tt.ire~ are subordinated to senior in- · 
debtedness as defined in the underlying inden­
ture, as supplemented on May 15, 1972. At least 
20% of the. debentures must be pa,id to a sinking 
fund annually beginning Decembe-r 1. 1974, and 
the Company may redeem or.acquire debehtures 
after December 1, 1974. Under the terms of the 

o·· ,, 

,; 

11 

,, 
)\ 
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indenture. as so supplemented~the Company is 
permitted to pay cash dividends in any fiscal year 
in an amount not to exceed the greater of (a) 24 
cents per share or (b)25% of the net income for 
the preceding fiscal year. Dividends may not be 
paid If the Company is in arrears in any sinking 
fund payments. On May 15, 1972 the interest rate 
on the debentures was changed from GV,% to 
o~·4 o,o, 

The long-term bank loan at March 3. 1973 is 
repayatJie $5.751,000 in January 1974 and the 
balance rn January 1975. Interest is payable 
quarterly at one-quarter to one·l\?lf per cent 
above prime rate. In addition to the stock of 
See's, securities• having an aggregate market 
value of approximately two-thirds the unpaid 
balance are pledged as collateral. Under the 
mo~t restrictive covenants of the loan agreement, 
total unsubordinated long-term debt (including 
the loan) may not exceed the sum of stock­
holders' equity and subordinated debt, and the 
Company's current liabilities may not exceed the 
aggregate of cash, marketable securilies,and 
merchandise inventory. 

NOTE 6 -Income taxes: 

Prepaid income taxes of $3,802.000 and 
82,951,000 at March 3, 1973 and March 4, 1972 
result primarily from deducting certain redemp· 
lion expenses for income tax reporting purposes 
when stamps are redee111ed and for financial 
reporting purposes when stamps are issued. The 
net increase in prepaid•· income taxes resulting 
from timing differences amounted to $851,000 
and $36,00D'for the fiscal years ended March 3, 
1973 and March 4, 1972. 

Income tax benefits resulting from securities 
losses amounted to $3,000 and·$124,000 for the 
fiscal years ended Marbh 3, 1973 and March 4, 
1~2. e 

At M?rch 3, 1973 the Company had capital 
loss carry-forwards of $1 ,674,000 which may be 
offset against capital gains of $1,589,000 and 
$85,000 through fiscal years ending in 1977 and 
1978, respectively . 

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

On May 15, 1972, the Company· received a 
notice of deficiency from the Internal Revenue 
Service claiming additional taxes"of approxi­
mately 87,500,000, excluding Interest. for Jhe 
three years ended February 27., 1971/ Of this 
amount, more than $5,500;000 results from the 
Seryice's contention that the Company has over­
staled its' liability for unredeemed stamps by 
overestimating the number of stamps issued 

'\ 

I)• 

j} - ''l 

<} 

which will liltirnately be redeemed. Since its in-" 
ception in 1956, the Company's financial state· , 
ments and tax returns have been rrepared on the' 
basis that 97.5% of all stamps issued will ulti­
mately be redeemed.;;This percentage has been 
based upon annual statistical evaluations of 
stamp redemptions. Other Items In the notice in­
volve the disallowances of certain expenses. The 
Company disagrees with the Service's position 
and accordingly has petitioned the United States 
Tax Court for a determination that there are no 
additional federal income taxes due for the year 
ended February 27~ 1971 and prior years.''The 
California Franchrse Tax Board is deterring 
action on proposed assessments whicli''Ei\'e sub­
stantially based on the federal notic.e. 

NOTE 7- Stock options: 

Under the Company's qualified stock option plan, 
options to purchase shares of .the corppany's 
common stock were outstanding at March 3, 
1973, as follows: 3,000 shares at $o;10c(which 
are all currently exercisable), 7,goo shares at 
814,75c,,g~cluding 5,325 currently' exercisable) 
and 18,'000 shares at $.15.1875 which were 
granteg during the current fiscal year. Options 
for 146;500 shares wer.e exercised at $6.1 o dur-

. ing the fiscal year ended March 3, 1973. 

NOTE 8- Per share computations: 

Per share amounts are based upon the weighted 
average number of shares of common stock out­
standing during the liscal year adjusted for the 
dilutive effect of all outstanding stock options. 
Such 'dilution is calculated assuming all such 
options have been exercised and the proceeds 

~ ~ 
used to purchase shares at the average market 
p.rice during the year. 

NOTE~- Pension·plan: 

The Company has a noncontributory pension 
plan which covers employees meeting certain 
eligibility requirements. Pension costs charged 
to income Include amortization of prior service 
costs over a thirty-year period and are funded 
annually. The cost of the plan for the fiscal years 
ended March 3, 1973 and March 4, 1972 

· amounted to $300,000 and $450,000. At March 
3, 1973 the liability for unfunded prior service 
costs amounted to $384,000. 

.. 

NOTE 10-Long-term lease commitments: ''' 

At March 3, 1973, minimum annual rental com­
mitments' under leases expiring through 1991 

" amounted to $2,721,000, excluding taxes, insur- · 
ance and other expenses payable directly by the 
Company. 

1:1/' 
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NOTE 11 '\~egal proceedings: 
., 'J ·. 

During the yJal· ended March ~. 1 \t~~· the Com­
pany settled ei~Veq lawsuits foi $i'[~2'3,000. The 
settlements, les.~ $998,0,00 applicable Income 
taxes, were charged against Income as P.Xtraor-

"'-"' dlnary charges. ",. , 

lhe terms of the 1968 offering. The eclton was 
dismissed with prejudice by ttte United States 
District Court and an appeal ,,by the plalntiH is 
pending .. On June 21, 1971 plaintiffs filed a sub­
stantially identical action Mains\ the same de· 
fendants In the Los_.fng~les County Superior 
Court, bOt the dompahy has ·not yet been served 
with prucess In that action. In the opinion of 
counsel for the Company, upon the facts known. 
the complaints are without merit and all defend, 
ants should prevail. s . 

The Company, together with a number of oil 
,companies and supermarket chains, was na'ined 
"as a defendant in an antitrust action flied on July 
12, 1971 by a CaHfornla corporation formerly \'ln­
gaged In the tradmg stomp blislness. The com­

plain .. ! seeks0 t·.r···eb\!J damage)\ in substant.l.al 
amounts plus .?,ttorneys' fees. \na costs;,;' The 
Company has not b,een served Jl~h proc,.s,.,,ll:l• 
the opmion of counsel for the CoQJpan,y, upon 
the f~cts. known~'th.e action Is withoutrsubstantl~l 
meri\. · ., .. · 

Pursuant to a dbnsent final judgment entered 
In 1967, the Company in June 1972 submitted for 
approval by the Untied States District Court a 
plan \o offer for sale bne-thir,d ofr).ts California 
trading stamp business 'locat~\:1 wltl'\'fn a contig­
uous geographical area in Southern California. 
In January 1 Q/3 I he court si)lned a/\ o(ct'er (1) dis­
approving said plan, (2) req'uiring the Company 
to continue efforts to negotiate a sale and (3) 
calling for the appointment of .,,an independent 
expert witness to study the feasibility of a'sale .or 
spin-off of. a portion of the Com'~,any's trading 
stamp busmess under existing cdndltlons, The 
Company believes that such a sale 6r spin-off, If 
consummated, would have a materially adverse· 
effect on revenues and earnings and uA'der exist- •· · · 
ing market conditions might have a rl\aterially Accolmtnllts: Report 

,, 

adverse effect on its ability to continue its\rading·· ---~--, .. ,.-. :..,.._::--~~--~--
/," stamp business. a!! "'\ .,,. Prl~trWiiterhouoe & co. 

The Company is a defendant in a purpQ(Ied1
' , Los l)ngoles, calilomw · 

Class:•action \OrJ;ecover for stamp saVers mor\,\eS '·\., · ' ·· ·. ,. ' 
coffeated by it as refmbursemenPfor Califorr(!a. To the Board of Directors and 

Aprll6. 1973 

sales taxes on redemption of s\amps ... plaintift'~ l)tockholders of Blue Chip Stantps 
claim that redemption transactions <~re not tax\ We have examined the consolidated bat-
able and th~t all relmburseiT;\~nts were excess\, a nee sheet dl Blue Chip Stamps and its subsidiary 
reunbursem~nts or ~!ternatfvely that re,\mbllrse·· \ ·as of March 3, 1973 and March 4, 1972 and th.e 
ment collecttonR exceeded, the tax properly pay··· \ related consolidated state.ments of income, 
able and such excess should be retll(fled" The . .. stockholders' equity and changes In financial 
Company has paid sales taxes to the· state equal \position for the fiscal years then ended. Our 
to its reimbursement colleotidns. :rh(;l company ·examinations were made in accordance with 
has e,sserted claims against the .. §tate for reim, generally accepted auditing standards and 
bursement of all or part of any recovery by plai[l- · aqcordingfy Included such tests of the account-
tiffs on either of those theories, The complaint in9. records and such' other audltipg proc~'&ures 
wasrecently amended t() allege fraud ana to as \ye considered necessary in the clro.um-
seeK!lpunitive damages (rom th~.9ompany. In stances. .~ 
the opinion of counsel for the Company, sub• A,s explained In Note 1 1 to the accomp;ny-
stantial defenses are•available, but counsel can- lng financial statements, the Company Is subject 
not predict the ultimate outgome of the action. to certain legal proceedings. 

A purported class action was filed 'on In liur opinion, subject to the effect, if any, 
""' November 10, 1970 against the company and of the legal proceedings referred to in the pre-

certain 6f }Is present .and former Stockholders ceding paragraph, the co.nsolidated financial 
and directo'rs. The complaint was filed on behalf statements .examined by us present fairly the 
of retailer users of Blue Chip stamps·who failed financial position of Blue cfilp 'stamps and its 
to purchase stock of Blue Chip stamps in a 1968 subsidiary at 'March 3, 1973 and March 4, 1972 
offering to retailer users: The complaint alleges and the result~ of their operations and changes ,, 

'" d?mages to plaintiffs of $21,400,000, tpgether in financial position for the fiscal years then. 
wtthexemplarydam~gesof $25,000,000, Interest, ended, in cOhformity with generally accepted 
attorneys' fees and costs, and prays that plain- accounting principles consistently applied. 
tiffs have the right to purchase stock, or units of "'{/ 

· stock and debentures, of Blue Chip Stamps on / .l4i.,. 
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'1:1• tlw Stotkholdcrs o.f · 
Bt•rkshin.• II othowoy Inc.:· 

" ., 

If 

Berkshire Hathaway lnG,. 

fl 

•fl 

Opurnling cnt•nings ''or Berkshire Hnthuwt1y dul'ing l!l72 nmounted to u highly sutisfnctor} 
l\l.U'!i> of blll;l'inni,ng 'shnreholdurs' equity. Signifibmt improvement wus recot•dcd in.nll of our mujor 
lines. of business. but the :most drnmnlic gnins were in inst1rnnce underwriting profit, Due to ·nn 
unusuul cmlVIlrgcilc!l of fnvornhle lh~tors · · dirninishing unto nccidcnt f'rcqul\ncy, modlm1ting ncci­
dent., severity, und nn nbsenr,.e of 1V111jor cntnstrophes · underwriting profit margins nchieved u 
·_level f11r nhovc uve1·ugcs of the pus! or expectutions of tho future. 

Wl.Jilo we unticipnlc u modest decrcuse in opcruling curnings during 1973, it seems clear thut. 
our· ,,div0rsilicntion moves of recent yours huvc cstnhlishcd n significuntly higher buse of normal 
cnming power. Your present mnnngemcnt ussumed policy control aLtho <:ompuny in Mny, 19!l5. 
Eight yours Inter. our Hl72 operuting enrnings of $'1.1,1.10,256 reptesont n return many-Ibid higher 

·lh!!n would hnvo been produced hnd "'c continued to devote ou1· resources entirely to the textile 
lnlsiness. At the omh>f the Ul64 llscnl yenr, shureholtlcrs' equity totnlcd $22,130,753. Since that 
time, no ntlditioi\nl equity cnpiltll hns been introduced into the business, either through cash sale or 
thmugh merger. On the contrary, some stock hns been reacquired, reducing oulstuQtling shares by 
14%. Tho increase in book ·value per shnre from $1!1.46 ut lisen!" yoar-eml/;1964 to $69.72 at 1.972 
year-end umounts to about 1611.! % compounded unnunlly. /1 . 

Our three mnjor ucquisitions of recent yeurs huvo ulbworked out ~xceptionnlly well- from. 
both the finnnciul· und humnn stundpoints,., In ull three cuses, the found~rs were mujor sellers and 
rec.eived signillcunt proceeds in cnsh''k. nod, in ull three cases, the same•:individuuls, Juck Ringwalt; 
Gene Abegg nnd Vic Huuh, huve conth\iled to run. tho businesses with undiminished energy and 
imuginution which hnve resulted in further improvement of the fine records previously estublis

0
hed. 

We will continue to search for logical extensions of our present operations, and also for new 
operations which will nllow u.~ to continue"to employ our cupitnl cfl'ectively. " .. 

Textile Operations 0 

As predicted in lust ycur's unnunl report, the ... textile indUstry experienced u pickup .in 1972 ... 
In recent yours. Ken Chace 'lmd Hulph Higby hnve developed nn outstumling sules organization 
enjoying n growing reputution for service und reliubili'ty. Munufucturjng' capabilities have been 
restructured to complement our sales strengths. ,, . ~~ · 

Helped by the industry recovery, we experienced some pn:(pfl' from these ell'orls in 1972. In­
ventories were controlled, mir;timizing close-out lcJsses in additiqnlo minimizing cupital requirements; 
product mix wus greatly improved' While the ge!ferallevel of prq_fitability of the industry will always 
be tho primury factor in determining th,e level of our textile eu~nings, wecbelieve thut our relative 
position within the industry has noticeably improved. The outlopk for 1973 is good. 

,~, 

Insurance Underwri'ting . 0 . ~ -~ 

Our exceptionul underwriting profits during 1972 in the traditional urea of our insurance 
business ut National Indemnity present a paradox. They served tollsw'ell substantially total corporate 
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profits for 1972, but the fuclors which produced such pl'Qiits induced e~ceplionnl lliJfounls 111' new 
competition nt whnt we believe to be ll, non.compensnlory l~vel bf ntlcs, Ovet•·nll, we probubly would _, 

!i/ huve relnined better prospects for the next five ymu·s if profits hnd not risen so drni11nticnlly this yl!lll". 

SubSh\llJihl.nmv compotition-·,WUH lbrccusl in our nnnuul i'cporl for lust ycur mid we cxperientcd'> 
in .1972 the. dcdin~ in premium volume lhnt we slnled such cm11pelilion implied. Our belief is lhul 
industry \IIHlerwriling prolil mttrgins will nut'.l'ow subsltlnliully in H173 or lfl74 uml. in lime. this 
mny 11rodul;c- an on,vironmcnt in .which our historicnl growth t.!Uil -he resumed. Unfoi·tunnlcly: tlmte 

·is u_lug bcl\\:ce~·.:r\tCteriorntion of undlH·wl'it.ing results ml;d tempering of Competition. During this. 
p~riod we expect to continue td· have riegulive volume compal'isons in ou~· trnditionul nperntion. 
o\u· scusoncd mnnugcmcnt, It ended by~,~h\ck Hing"'ult nnd Phil Lioscho, will continue to underwrite 
to pro~luce n pmlil, ullhough not at Ulti' level of U172, {!nd base our rates on long·l~rm expeclnlions 
ruther than short-term hopes. 1\llhou!i'h this ttppronch has mcnnl dips in volume from lime to Hme 
in the post, il'hns produced cxccllenllong-lcrm results, 

. Also us prcdictelfin lust. yCur'H report, o1,1r reinslinmcu diviHion experimlced muny of the sume 
competitive lhctors 1n Ul72. A rimltilude of~ nl!\v orgnnii~ttions entm·u'.~ \Vhnt hus historit:nlly been_ n 
rather small 11eld, und rates were often cut subslanliully, and we biilieve unsoundly, particularly 
in the cnlnslrophe urea. '!'he pas\ year l~lt'llCd out lo t\e unusually free of caluslrophes und our under-
\\'riting experience \VUH goo.d-; -

George Young has built u substanlinl nnd n•;ofillt!)le ,.J\nsunulce opd\lation in just a few years. 
In the longer term we 0plnn to be a very mnjor ~\clor)!) the rpins\france field, but an immedin!e ex­
pm:s.ion of volume is not sensible against u bucl<J;•'out,~ d?~e;io,ruting .rates. In our view, u~der­
wnlmg e.~posurcs tu;e greotcr than-ever. When the Iu,s_;;~otenltalmherent m such exposures becol)leS 
tm oclunlily, repriciug· will lake pluce which should give 1ts a chance to expand. significantly. 

"' 0 "' "·" 

In the ''home stale" operalipn, our oldest and' lnrgest .such company, Cornhusker Gn.suully 
Co'inpany, operating in Nebraska only, achieved goa'd underwriting results. [fi its second ft;ii ye~J,r, 
the 1\ome stale mm·kcting nppeul haif been. proven \~itll' tllC attt•inme_nt of volume on the order o!' 
one-third qf lhnt achieve~!. \Jy "old line"giunls who havo •oper!iie~l i'(th{l~te I'm· muny decades. a 

Our.{wo. smaller companies. in Minnesota and Texns," hn~l unsatilif~~ita;:lt l9s's rnlios on very 
smoll volume, The home stale munugemenls understand that underwritl\lgliprolltability ,is the yard-,, 
slick of success and that operations cun only be expanded significantly when it i~. clear that we ure 
doing' the right job in the underwriting area. Expense rulios ullhe new companies are also high,, but' 
that is to be ~xpecled when they are in the development stage. ·· , ·· il,. -' "' '·' 

.Jo11n Ring~valt h~~ dcme un ,excellent job of launching this operation, and plans to expAnd into 
al least one uddilionul st;tlc during 197~. Whilu there is much work yet to be. done, the' home state., 
_operation itppears to huve major long-ru;1ge potential. · ... " · ,.,, 
. , " '-' D 

Lus\ yenr it wus reported lhut \ve hud acquired Home mtd Automobile Insurance Cqmpany of 
Chicpgo. We felt good abp.ut .the acquisition ut the time, and we· fuel even better nowi Led by Vic'\ 
Runb,-tllis company conli,n_ued its excellent record inl!]72.-During 1978 we expect to ent~,rJhe Florida '\). 
(Dude County) und Culifornitl (Los Angeles) market~ with the same sort of speciul\zed urban auto 
coveruge'which Home und Aplohoil practiced so suc~essf\IIIY in Cook County. Vic has the managerial 

.),1cupacily to=run u much lurg~r operation. Our expectation ',\0 thl)t Home and 1\uto will expand signifi· 
· ·cunlly ';tithin u few yeurs. .. •· ·· .. ,., 

(;~ ,,: 
· Insurance' Investment Results ~-, '' 

' . . ,. >· 

We were most for.tunule lo experience (lramalic guins in premium volume.,from 1969 to "1971 
coinci,dentul with virtually record-high inlere.~t rules. ~arge amounts 9,f investable funds were thus 
received at a time when they, could be put to highly cif!vanlageous use. Most of these funds were . ,, -=· .. - (~ 
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pluccd in tax·e:-:umpl bonds iind our investment income, \Vhidt hns incJ·c{\::;cd fl'nm $2,025,201. in 
1!!69 to $B;755.242 in l!l72, is suhjectlo u low ellcclive lux rule. 

)~n·.:lic;nd porll(>lio po,$se~Oies 11nusunlly good cnll protection, untl we will be)lclit ltli'"J,nuny. 
yeurs ~J'•'tomc lhnn the high uverngc yield t>f the present porlli>lio. 'I'hc luck of cur'l'unl pr·cli1ium 

.~:"grQ\'Vlh, ·how,cvm"t \vllr modl!rnlu sub:;tnntiully lhu gnlwth in investment income during the next 
); ' ~ 0 

scverul yunrs. 

Banking Operutions 
Our bunking Stibsidiury, 'l'hc Illinois Nnlionnl Bunk und Trust ''Co. of lto~kfnnl, nmintnined 

its position of imlu.~ll-yc lender.~hip in pt·oliti[bility. Aflcr·lllx Clll'nings ol' 2.2% 0\l)\ttveruge deposits 
in 1!!72 ure the more remul'kuhlc when cvuluutetl uguinsl such modcruling lhctors us: (l) u mix of 
60% lime deposits hcuvily weightcdtownrd con!iumcr shving~ inslnnnenls. nil pnying the muximum 
rules permitted by luw; (2) un unvut·yingly slnmg liquid position und uvoidunce of money-mttrkel 
borrowings; (3) n loun policy whicl> hus produced n net chnrgc-oll'rulio in the lusttwq yours ol' nbout 
5% of thut of the uvcrns.~ commcif;tiul bunk. ·-rhis record is n diycct tribute lo the lenders hip ol' Gene 
Abcgg und Bob Kline who run t\fbunk where the ownGt·s und the depositors cun boll> cal well und 
sleep \\'ell. ,;~· 

I . . . . 
During :W72, interest puitf to depositors wu~ do!tble the mnmlnt vuid in lflGfl. We huve ,ug­

grussively sought eonsumer·li~>e deposits. but huve nottlliHiiilll''lilr large. "money murket" cerlilicutes 
of deposit "' .. though, du .. rirJg ihc Pl!St severn! ycnrs, they hnvc gmmlir\IIY hH.el) u Ius~. c.oslly s.?urcc of 
lime 1\mds .. , / f · ·· .•· .,,, . . 

•· . f . . .• ... 
" During the past yeur.-lmn\~ to our customers expnntled upproximulely 3!3%. This is considel'llbly 
more limn indicuted by the enclosed bulunce sheet which includes $lO.lJ million· in short-term com­
mercial paper in the 1!!71 loan total, btt.l which has no such puper included at the end ol,(,l972. 

Our position us "Hocklilrd's Lending Bunk" wns enhunced dul'ing 1!172. Prcscnlrute structures, 
a dccrcusc in investuble funds due to new Federal Hescrve collection procedures, uml u probnble 
increase in ulreudy substunliul non-lcderul tuxes muke it unlike!~· that Illinois Nutionul will he uble 
to incr'CusU its eurnings during 1973. {:;: "--:-

Financial 1 '" . (,t, ' ' •, " ::;_~~i~ 
On March 15, Hl73, Berkshire HJthu\vny borrowed $20 million ut B<Vt, l'ronftwenty inslitulinnul. 

lellders. This loun is due Murch 1, Ul93, witWprincipul repuyments beginning Murch 1, 1.97fl. Fr·om 
the proceeds, $9 million wus used to repay our bunk loan und (he bttltmc.e is being invested in in- -. 
su.runcc subsidiuries. Periodically, we expect that there will lie opportunities to achieve signiliuunt 
expnnsion in our insurnnce business und we intend to hu'-:~ the fimu1dul ~ps9.~r~es uvuiluble to 
muximize·'such opportunities. · '·'' ., · · ,.,,, ' 

Our subsidiaries in bunkiilg and insurance hnvc nUljor liduciury respon~\bililics to '~heir cus­
tomers. In these opurntions we maintain cupilul sllength lhr ubpve industry norms, b'ut still achieve 
u good level of profitability on such cnpitul. We will continue to adhere t& the former objective nnd 
muke every ell'ort to continue to muintuin tile latter. " ~ 

Warren E. Butl'ett '' &b. ' '":ic'l 
Chm'rmun oj' the !Jourd 

r>' 

March 16, 1973 
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The Bonrd o~ 'Directors lane\ Stockholders 
Berk~hire 'Hathaway Inc":" 

"' 

\I 
I' I rl 
,I 

,J, 
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{I 

~ ' •' IR· have eKnmiri~d the consolidated balance shetits of Berkshire 
~ 

. I 

I 
Hathaway I!lc> as of,December 30, 1972 and January 1, h~72, the statements 
of assets and liabilities of the !lerkshirG>. Hathaway 0!nt,. - Insurance 

''Group and the consolidated statements of condition of Ti~e Illihois Na­
tional Bank.& Trust Co. ,of Rockford and subsidiary as ofi:,Dece~ber 3,1, 
1972 and 1971, and the related consolidated statementsc oft earnings and 
retained earnings and changes in finnnciat ,position of n:e~,kshire Ha'thaway 
Inc. for the 52 weeks ended December 30, 1972 and January ~., 1972; the 
statements of income and realized investment gains, paid-irt~.and unas-

I~~. 

- - ~\ 
signed surplus and changes in financial position of the Berk~hire Hath-
·away Inc. - Insurance Group for the years ended December 31, ~.~972 and 
1971; .. and the consolidated statements of income, changes in c\.l.pital 
accounts and changes in financial position of The Illinois Nat\tonal Bank 
and Trust Co. of Rockford and subsidiary for th~ years ended D\cem­
ber 31, 1972 and 1971. Our eKamination.•was made in accordance with gem-

• ~ 1\ 

erally accepted auditing standards, and" accordingly included sucltt.ests 
~·of .the accounting records and such other auditing procedures as we, con-

\1 ' \\ 

side red necessary in the circumstances. \ 

In our' opinion, such financial statemen.~s present fairly \he 
financial p,osition of Berkshire Hn•.haway Inc., the Berkshire Hatha,way 
Inc. -. Insurance Group and The Illinois National Bank & Trust Co. of\ 
Rockfo):'d and subsidiary at December 31, 1972 and 1971 (De.cember 30, 19,72 
and Jailuary 1, 1972 in t.he case of Berkshire Hathaway Inc.) and the re~ 
·sults of their opera. tions and ch~nges in their financial position for \ 
the years ended~;1December 31, 1972' and 1971 (the 52 weeks ended Decem- .~· 
~er 30, 1972 and January 1, 1972 in the ,c;ase.c·of Berkshire Hathaway Inc.)•\, 
in accordance with generally, accepted a9'~punting principles which, eKcept \: 
for the change (of. which .:we approve) in fhe method of accounting for in-

1
i, 

vestments in stocks by the .Berkshire Hathaway Inc. - Insurance Group, as \ 
described in Note 2 of ~~~.'1ir financial ~.·,;~, .. 'iltements, have been applied on \., 
a consistent ba,• .. ·.·.· •• s.is. '" , ~~~lr -:-\ 
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March 8, 1973 
"' ' ( eKcept for Note 10 to the consglidated financial 

as to which the date i.s March 15, 1973) 
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sta,tements, 

E 

4 

" 
IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Berkshirld~~tthaway ·Inc .. 
"I) 

CONSOLIOATED BALANCE SHEETS 
DocmnhtH' aO~ lHi2 nnlLinnunl'j' 1, 107~ 

ASSETS 
C\ll'c:l'l.llll US!:H:l:-;: ,, r» 

Cush (.Inn. ·t, 1072 includus shonl~h.ll'tn invcstmunts·nt. cu~t, whicH upprmd· ,. 1, 

motus iunl'kot vuluu) . <- · $ l,or;a,orm 
Accouilts rm:olvuhlo (l~sR ullowunco lot• dmthli'ul"'ill'conuls: Dou. 

S22g,5:1U· .Jun. 1.- $l!l7,7Utl) 
luvUnlOI'ios (notus :L nnd :n , 
Pr·u1lnicl uml tlul't.n·rud. churgos 

'l'otnl cur:r·ur1t nssuts. 

Proput'l)', plunl<\llli oqnipmunl {notus l uml 4): 
l1r·opul'ly·-Cl)!llPrising lund1;1Juilding:-;, mnt.•lJiiiOt'Y nntl cq11ipmont 

Less (\ccumulnlOd dct;rucit\tion nntl nmortizutic.m .,, 
Nut pr(tpurty, ~_plnnlnntl'~oc.ptipmunl 

n*? 1\ t•" 
lnvushnunt in.::-unconsolidnlutLsuhsitHnl'io$ {notes 1 ti_lic.l 2}: 

lnsumncu :mbsitlinr·ius 
Uunk sttbsidiut')' . 

.,Other subsitliul'ius 

~ -· 

ao--_, 

•" 

i; ,-~j 4,054,()70 
--"~,~~Hl,.9,027,,()11a 

~ --.... :;: 02·,2!i() 

,:,' 

· .. tr' //"\•. " . 

:F' • 

<i) 

'!,;. 

:12,027.1127. 

8 

14,!15!1,117~ 
• 12,!1!1:1. 74J, 

:t_,mm~·ta~ 

44,0111,7511 
20,472,rmo 

, ___ },2f;(J.U:l2 
Oll,7l:J,111U 

= 
·'·" 

. , 
;::, 

"s 'oo2,£ho 
.. 

5.onn,nr,aY 
O,O:IO,U'47 

,." l;I0,21JO 
. .1,2,202,110\l 

" 0 

(' 

... 'l'olnl invoStnu.ml in \lllconsolidtHcd suhsitlinrics' .... -- '\':' -~ .. 
~lll,ll07,l42 c 

33,501,0112 
20,ll(h046 

~ ~~2~n;ua~ 
, ,r,4,U77,5UO 
$UU,2ll!1,50~ 

< b- ~t- -~ (oJ\-" 

" ,; [( 
0 LIAn•L•~ms ANri~srocKuoLolllts• EQunv 

CurronllinbiliHus; ii'' ,. -. -;~rll~t \) · ~ 
Accounts pttyn\llu u _ _nc.l ucct·uJit ox~lmnsu'S 
Accn10d l'udurnl, Stulu nnd locul tuscs (nolo 1) 

'l'otnl cul'routliubilitius . ., 

Long·hH'tfl doht: "· · 
Notus puyublo to bunks (notus G und 10) 
7 y,% subordluulo<l dubunturus (note 7) 

'l'otul long·lcrm duhl '., . 

Stockhol<lurs' oquity: 

" 

'• ' l1 ·'' 

.· 

'common stock, $5 pur vuluo. AulhorizudJ., 722,!103 shores; issuutll.017,547 
shurus . . ~ , :· Vo:,_ • -~. If,' 

;;;:;_. Hutninud cnrnings .. 
LuH$ 37,U7ll shtn·us of c:om~ton stock in trctt!{ltry, ut c~t 

'l'olnl stockh~ld.,rs' equity . 

Othur informu\ion (notus 1, 0 nnd 9) 

·- '"' 
- :y _;,. 

c. 0 

s _,3,:.mr,,u_au 
434.!1ll0 

-~·"'' -- ,- c. 

:l,il?ll,Bl !~ 
,, 

!l,OIIO,OOO 
o4t,:mq ... -..:--

- !1&41,3UQ 

5,007,735 
,Q.'!10:!4,0ll!! 

!l9,11.j!,31lU 
1117.~75 

,;fiu~295:023 
--i't"' -\""' ·--~-
$01\607 .142 
:::::"·--::--:...~':. .. ~~ 

s a,go5,3BO 
. 174,00!} 

""'~,- _, 

!-~! ~7!1,_~,1~~~~ 

= 

!1,000,000 
' 641,300 

...... &.\-- ,_- ,., .•• 

• .~•61l&_Ug 

"r,,on7,7a5 
nt:tum,5o5 · -so:nau~24o 

017,375 
·· 51l,iiiti.oo5 
sml:2iio,5o4 
;:;..:.--.;::o_;,;._::.-~¥' ·-__ ::; 

Sec uccompunying notes to consolidotud financial statC'~.~~nt~~ 
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Berkshire H~tbaway Inc. 

Ht>taim•t.l t•nrningfi ul beginning nf ymn• 

-H.l'lained e<ll'hing!-l ul L'IH.l of ycur 

""'' 

!'hares oulslanding: · .-..ll 

/J E<trnings bdon• inveBlmcnt gniifs 
J• 111\'L•stmcnl gains 

" \·;~cl cun~ings 
"-· 

c 

nna.724 
2G,U45,123 

14,35li,771 

3.240,515 
l1,1.1G,23G 

I.amJ.noz 
12,l2B,1Gfl 

51,890,505 
oh 

SG4,024,0G3 

sn.ar, 
1.03 

Sl2.3B 

SP(' (!ream ponying nott•s lo consolidCJl~d j'innncial stc~!cmcnls. 

G 

\
'~1, ,, 

Q J 
" ',\ '.\.:) 

0 

2.2?a.:m1 
Ul,27~J 

2,4G7J.77 

5B4.11!l3 
21l,507 .4B5 

U,2fll.U2!) 

(],040,900 

·- 744,li23z1 
7,G05,532 

. 44,212,[!7:J ' 

S5l,OUU,505 • 

s 7.09 

.76 
S 7.8G 

" DISCLOSURE F THE ABOVE PAGE IS LESS ClEAR THAN THIS STATEMENT. IT IS c 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
52 \\'1.•uks t>ndcd December· 30, 1072. nnd Jnmwry 1, 1972 

Funds p rovidcd: DN:. :lQ, Hfi2 Jm1. 1. HJ72 

Ncl earnings 

Nnnfund itc'<~t-;: 
\' 

1\dd dcpredutiun unll amortfz.atiun . 
IJedlH:t equity in .undi~trihuted corningH ot~ um:onsolidntcd 

t>ubsitlin rics ~, . 
"Totul_ nonfund items . 

Funds d_erivcd from opwrntron~ 
Lpn~Herm;.llcbl financing 
Other . 

Fu11ds used: 

lll\'Cslmunl in uncunsolidnlcd !:illbsitliarics 
Addilions to )wopcl·Ly ond- equipment, ·net 
H.Cpnymunl of lollg·tl11'fll debt . 

-,~ ::: 
Incremic (dccrcnseJ in wOrking cnpitnl 

Chnngcs i_n WOI'king cnpilnl; 
, Increase ldccrcasc) in .current nsfiets: 

Cnsh nnd short-term invo·stnmnts 
Hcccivnb\es . 

IJivcnlorius . 
o " ',:Jl repayments, etc. 

Dcarcasu (iucrcnsc) in current Hnhifilics: 

Cuncnl instnllmcil'f.$ or long-lcrm debt 

Acc:ounts puyablc nnd accrued expenses 

Ac;~i'ucd Fedcml, State and local tuxes 
Incrca~w (dccrcnsc) in working cupHnl 

\:•" 

,:-t 

~-

(•' 

,:; Sl2,12n; l5B 

427,0G2 

~u.:mr,,;;2J, 

iH.U!JH,4~!l/ 

<l.217,G!J!J 

,, :l.:tl7.mm 

2,500,100 

J I!:S,HH2 

2,(i!J4.il!J2 
s 5:13,607, 

s 991/Nfl 
(l.M!i. I 771 

79G.39li 
(10,040) 

£39,531 
(260,9511 

s 533,607 

\/jcc .ncc:ompnnying. notes lo consolidoted Jinnncial statements. 
"' ' 

7 
0 ' 

S 7,fHJ5,5~J:L 

459,74{) 

(6, .17!l,IJ24i 
(G, 72Cl,()7H I 

~Y l.!JG!l..t:l•i 

!I.IIOO,pnn 

·2,lli7 

lO.!Hi7.t1 .. ~1 
~, 

H . .-l!lil,.f:t! 

1.75,175 
:J.750,000 

l2.421.!i07 
I.S ·1 ,45:J,IIllll) 

($ 8UH,5fi7j 

1.1!13,52] 

(2,441,151) 

!Ull,051) 

1,500.000 
(J ,290,5471 

73,!199 
IS1.453,8UGJ 

/c 
/I 

I! 
,1/ 

0 
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Berkshire Hathaway Inc. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
. Decem bel' .30,_ 1972 nntl .lanunry l, l!J72 

(1) Smiunnry uf Signilicnnl A.ccuunti.ng Pulicic~ 

Accounting Period: Accounts of Berkshire Hatha\\'llY 
lnr. and itf:. wholly·owned consolidoled ~.-ub~idiary, 
Bourne ).Jill~ nf C.Hlnda, Ltd., tll'l' 111uinlaincd on lhc 
bu~i."' of' r;·t 5:!.5:1· \\'el!k ycur· ending on the S:11.l\rduy 
tw.trl'!'tl IJcrcml.ll'l' :ll. Equily in 1.•m"ning~ of" non~ 

ronsolidntcd ~ubsidiades is delel'll)ined on the hnsis 
:f..,dl their culundur yenr m·ctntnling periods l'nding on 

tlw ~·orrcspontling I h'l't•mht11 :1 I. 1 

. \J b{ii 

Principles of Consolidation and Subsi'diar,ies Not Con· 
salida ted: The Hccmmts .. or Berkshh·c Hatlmwny Inc., 
lill' parent compo.n~··-:flre t"OIHiolidalctl only wilh the 
H(TOlllltS or Bout•nff' l\:Iills of Canmla. Lld .• n wholly­
owned Cunudiun lextlle ~ale~ subsidiary. 

Three iinrll1tterial ~ubsidini'ics nrc nol consolidated 
o:.:• und investment~ therein ure carried nl cost. , 

Tlw inveslm~;nl of Berkshire HuLIHI\\'i.IY InC'. ·.;in its 
lnMII'<IIlCC Croup. i.'Pprescnting t-.Ub!;lantially nil or lhu 
1wl usset~ or the Grnup. is accounted for o1l.- the equity 
nwthotl. 'J'hb Group wus comprised. at December 30, 
I 072. of i.l wholl~.:·owtwtl intermediary suhsidiu ry which 
in ttl I'll 0\\'IH!d iOW!i1 6f the outsttinding stock: of Nn­
lionnl Fire ;.md Marine lmmrance C.on~mny :rmd sub· 
sl'nnlially :won& of the ·:outstanding sloL:k or Nnlionul 
lmlcmnity Compnny. hblh cnsunlty in*!.urancc uiu.ler­
writurs. National . Indemnity Crmtpnny hos several, 
wholly.owncd subsidiuriC·s, all or which nre cngogetl 
in the cusuully insurnncc business. Composition of 
the Group nl Jflnunry '1, Ul72 W<.Hi similar lu litH ubovc · 
except thnt the intermediary :-;ub~idinry did nol exist 

Berkshire Hnlhnway Inc. owns npproximately 9B% 
of" the out.slnnding sloc]f or The lllinoifi Notional Unnk 
and Trusl Co. of Rockl'ord. The Compt:1ny upplies the 
equity method of accounting fnr· this iiivcstmcnt. 

Cost in Excess of Net Assets ofCompif:ies Acquired: Cost ~? 
in e'\cess or nut oss:cls. or compnnics ncquircd is nol ;·:ll 
being nmortized. No such excess lms nrisen ul the 
pnrl'nl compnny level_ sttbsl'qucnl. to Novemht•r 1, Hl70. 

lnuenforh!'s: Inventories ore stnted ·ul lhc lower of 
cosl or mnrkcl. "Cost" is standard cost dcvdlbpcd 
'Oium<illy for individual items .on the bnsi::; of nmlcrinl, 
labor. and ovcr·hcad cosl.s in ri'I,IUct for normal adivily 
Jcvl'l~ al the time the costh ara. developed. The cll'cct 
of" ll~is method npJ"1l·oximntes t!H~l. of the .. llrst-h1, first· 

DISCLOSURE 
0 

•.-t./ 

f) 

B 

out .. lllcthod in llri1t il us~igns. a b;.tlam:c sheet vnluation 
nl near current rcplnl'emenl co~t. "Mnr:kcl .. has been 
con~idered as estimated selling market, thus making 
allowuncc for goods ns to which cost cnnnol he re­
covon1d. 

Property, Plant and Equipment: Items of property 
nnd plnnt (indudhig significant betterments nnd rc· 
newn;h;J n.b:~ cnrriecl nl cost tlepreciatcd over their 
uscl"dl li'ves estinmtL•d at· the date of i.HX(tt'isition. The , 
doul;·le·dec:lining bnlnncc mdthod is used to· caltulntc 
dep1:,t:dationQ of new ilem~ acquired tdtcr HHJ5: the 
:-~trai~ht-line method is oppl'lcd for new ilems'acquircd 
prio'r to :Jl.JGG nnd for used items. Maintenance, repairs, 
nitd· :.'renewals of n minor nalui'c itre generally chorgcd 
to income '!is incurred. 

~c, 
'\'A Income Taxes: The liability for inCOme tnxes reflected 
in the consolidnlud bnlnnce sheet is that pnrl of the 
consolidt:1lcd Federal inCome lax Hability expected to 
he npportioned to the p;~rent compnny, less payments 
(net of pnyme1Hs h.'{ stl.hsidinrics) on estimat'cd la:-..~ 
plus the foreign lm: linbility of the consolidnted sub· 
sidinry nnd plus .slnlc or provincial income taxes of 
tJte po,rcnl. compuny nnd consolidated subsidinr}. 

Income ll:1x expense reflects thul- of the parent and 
cons9lidnted subsidiary plus u Proportion (bi..ised on 
ownership) of the income lax expense of those uncon:-: 
solitluled suhsidiuries whose income is rellccted on the 
equity method. 

Income luxes other than Federal income tux (I.e., 
tC::rcign and stutc income taxes) arc less thom,(\ 5% of 
the toltll income lax expense. 

Reclassification and Format: The formnl of the con­
solidated st~tCJnent of eanlings for the year ended 
,January 1, 1972 has been changed and minor redassifi . 
. ~~ations of·the ligures have been mmle for compurabilily 

,•;:;(~dth the corresponding .statement for the year ended 
J)ccemlwr 30, 1972. 

(2) Equity in Book Values or Subsidiaries Not 
<l ·'•i'cc)nsolidatcd 

-!' 
The carrying values of S6G,713',l00 at December ao, . ~"-

UI72 and $54,077,560 at .January l, lfl72':for nil uncon-
solidntctl subsidiaries were approximately '52,000,000 
nntl S900,000 respectively, in t!xcess of the Company's 
,eql:it.y in book vt.iucs r'efleclcd in the financial stnfe· 
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Berkshire tfathaway Inc. 

NOTES TQ CONSOLIDATED FII')IANCIAL STATEMENTS, Continued 
'·' 

•·:;. 

'-' - (i' 
mcuts of the subsidiuries as of those dates. Tlw fig lire· 
for CX~:"css cost· chungcd }'rincipnlJy bccnww .. of the 
chnngc by the Jnsurancc sub!iitliarics in Hl72 to the 
cost mUthod from the market value method (Jf va\(lins. 
stocks. 

;~ "~· 
lfl71· 

Finnncinl:·-statcmcnt:; of the Dt~rksl1irc Hntlw\vny lnc. 
Jnsurtmcc Oroup anti the 111inois Nntionnl dhmk & 

Trust Co. of Hocklbrd nnd Sub:;idinry (the bunk 
subsidiary) are prcSCntcd etscwhcrc herein. 

(3) Inventories 1.1 

A ~ummary of invcntorrCSI follows: 

Huw nu\l'criuls nnd supplies 
Sloek in process "" 
Griese <:md fi_~1ished cloUt 

Dee. 3U, W72 
-~ . - - -- -~~ 

S GU0,2tn 
l,H7U,l4l 

_.,1 __ 4,4Go.nm~ 

SG,Il27 ,n4:J 

(4) Property, Plant and Equipment 

a 

Jun; .1, Hl72 

$ fiJO,:l\J4 
"l,:!:ll.472 
4.111!!,7111 

SG,O:IO,!l47 

The comJ)osiUon of properly, plant <Hld equipment 
is shown below: 

q~c. ~~l, -~.fl72 Juu. :J. 'JfJ72 
Lnnd 
Builtllngs 
Mnchincry nnU equipment 
Furniture IUlli fixtures und 

l..!asclmllt' inlprovcmt.!f~ts 

.S 114,UUO 
)(: 2.;1~4.611~ 
IJ l l,llb9,4G,, 

_)~}- G(l0,UG7 
''"~··1·-i4.!Jso.II7G Less uccumulalm1 tlcpfccinflonj~· · · 
' ! r;, 

aod hmorlization . . '· ·l:;t l'2,!HI3,741 
J7·-·)""·----- ·-----
' ~pt.!JGG,l3o. 

s '~117,11 u 
2,345,!177 

ll ,ti7:J,-5U2 

n:m.2111 
l4,94l,DO:J 

''J2,7!~2,li!J9 

S _2.20U,204 
I 

Depreciation cxpcnsu rccordc·\~ in 1972 was· 5427,002 
nnd $459,740 in 1971. :o\) 

o1 

--:;_,. 

AJ11llicohlc to O)HJr· 

nling curnings: 
Pnr~nt nnd ~:ousnH­

dated suhsidinry. 
Jnotu·antc Group 
Uunk sul)sidiury 

Curr:C'l!l" _ .... 1 .. /J"~:uo~/, 
Jl:· ' 

$ t\3,lUU S :1:1.111tl ~!·'' ,, 
1,211,G20 G2o,:l42 f , 5Af(271J 

.lOG,2ll llll,2ll/J 112.000) 

'l'IJltll 

$l.:IDl,OID S .. 7i6,74l/(> :;-i4;27U 
ltpplkahlc lo // 

sccnrilie$gilins . _S _ 317,0~:m . -~:n7,Dfi;11S_. _- :,. _-_-

The income tn;..:c~ llpplicnblc to orH.!I'ntin/f cnrnings 
arc less thnn tho stnlutory 4!J% rntc !Jcl'tJllsc of the 
nontmmblu nature of c. crtnin investment iu bmc or the 
insurance nnll bnnk subsidinrics. 

' " 
(6) ·~,otes Pnyilblc to Danks I 

Tho Company was liublc, os ol Decent(: e1' 30, 1972 
und .January 1., 1972, for·.)D,OOO,OOO wul r the terms 
of n tcnlY lo~-111 ngrnemenl with certain l,~anks: ~Thc~e 
borro\vings were refinanced in l'vhllj)/1 Hl73. Sec 
Note 10. I 

(7) 7W/< Subordinated Debentures f 
DebcnlureH lHmr interest nl lhc rntc o .---7 !h% pnynblc 

Febnlilry 1 and Augusll nntl will be th1c on A(igusl 1, 
19f37. The dcbonlurcs nrc nol secured tv- uny lien nnd 

' I . I l 1"11 • I • nrc rtol COIIVCdlb C: t ICY Ul'e Sll10rt UHI(C( tO SC11101: 

indcbtcdnc~m which includes jndchlmh!~ss of tho Com·' 
;pnn~,r for money bbrrowcd. The debentures mny, ut . 
the Compuny's oplion, be rcdccrn.cd nl 10:1% through 
Jul~,r 3·1, UJ73 nnd thcrchflcr ul lOO%. The indenture 
Ulltlci· Which the debcUltu'CS nre issued fcqufrcs llw 
Compnny to providu for the retirement by rudcrnption 

(51 Income Taxes ,, 

Composition of income_ tm:·ex,!}ensc is us follows: 
\~ nl principal amount plt1s uccrucd inJcre_Ht, through u 

: . . )linking fum!, on August 1 in euch of''thc ycurs 1.97:1 to 
,_ nnd iJ\,·cluding 1HUU, of ona-11((acnth of the total· nmaunt 
or debentures issued. " Applicnhlc tu op_ur~ 

uling cllrnings: 
Pnrunl <lnd cnnsoli­

dutcd subsidiary. 
Insurance Group 
Bank suhsidinry 

A/lplit•ablo to 
, securities gnins 

~ fJ W72 
--- --· .. \. 

'I'ulul .,, Current -·---- -- --?f ,-:: 

ii 
i' 

s 4fl0,114~ 
2,760,01'1 

(:14\,) -- ... ,(./ 

s:I,240,:n't 
·-_-_;_- -" --~--0--'- :\ 

" 
s 41111.(144 $ "?''' . 
2,/115,52(1 '"(51!'fiiJ:IJ 

1,arn ltA~71 
$3,2fi7,0B;; _ $(57;1.rill) 

.~f ... (8) "Onc .. IJank Holding Company" St~tus 
:.-,"1 

·-;Ji · '\.rim Con.tpnn.y is a ban~ hold in~ compq~1y unt~er 
1.;~ F~~lcrul --~gmln~wn cnuctcd 111 1U7o.

1

, It lws f1lcd w1.th 
the Fcdch1l HeHcrvc Boanl nn irrc\o~ocnbJc election to 
divesf or its holdings in. TIJp lllinui~i Nationnf Bunk & 
'l'rttHl Co. of Rockford (li'Hor to .Jnnunry 1., lutJI. No 
d~lormination hw,· been r.fnadc ns to l:how it , will afiCct 

.. ' 
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NOTFS TO CONSOLIDATED FINANCIAL STATEMENTS, ConlinuPd 

'l 

,, 

• o. 'c) ' 

' : t;; 

'~' ·.-'. i 

,, 

t!H· t ~~tnp:tll\' ~lt\:lf'(!h. 

:1t<litlll., ·,mt•(l',t'tl upnll 

1.. ·, 1ft\l1dt1~ Ad. 

'<>:'11 I ·I ll'gttLltill!l'-, 

11! ')· t.tttL Bd ... l'd Oil 

,, ·:,!..!i!J!\'· "hi· h 
',I :~'1 J~t.,•,; li'dj •tt•, 

'!il' f'.,lll)ldll::: t> ill 

1 ·q:!tt,J !T:.!td,t• 

ffit'? ·-·-:, ·1t • i·:ll!li,-,wt un­
'" ·\r ,:, '! ·•-:" ";I 1d lht· ro·:-:uLt-

I /J. ' I . 'l I :~ ,., .. , •;,<.-• u •:··;.'• t:nJ:~t· \\' >F, il'l'! !l' 

i'- · '•-: ~' .J·, ',\J~t-_,J•t' ,I;!'Cf•!'t'd 1·1\ !ht> 

j 1; •'. 0j',,' .:·,, ,p i''·'t !~" •,j~,:\- '11 rt::l·-!lll,I:,J---

t•,! ;t~<.~t· 'ii-i t\o-. t 1 1! ,iii' '':itihli\ 11\.tt 111.1\' bt• :lllpiJ':t.•d 

i: ~!;v 1': i,-,, \ '•l/111:': .,;,,~1 ! .. '-.~ ·· j, ·lit'\\ itlJ. tlw ('nnq•.u\\ ':; 

i:Tkl']l'l'~-1~1 •'1'- ;:1_1 11l'!l\'!• li>ll !<It J~•1,:•.' 1 1in.; Hl:> !lt'I'Jl 

~~· -!r! t:H 11<+ :1::\ \i!,.l!l: ~tJ -Lrh·nH•Jil:.. 
"'- -_,, II 1 ~ 

-· '<)' ' jilt " 

····-~ 0 ~;of111J. Suh'{l'~ninll:\t~1-,f~,-If•21iu;Jnt:_httt', -? 

I -,;; ,\ ;:·'-'t, 

.'~~ll_il!JI ),_ !,11}'1. 

1 ·;~c· t·' .. mi'·"'' ; · ,,;o~ "' ,,,,,. 
t;,. ,:l)r -~'j:-ntt~>, dtw \.Jittch l l~l~rt . 
.. ""' t\t! 1 , d t i ". ;1 ~ , ,, , , -~'Ji ~·.-J{) 1 "· u ~-~·d 11) 1 q1:i'- rh: o.:~u !ll!),IIUIJ'· 

qf lH1-l·-C'~'!t~:_: tr•r1:t 11··'+ lt'111U (j•rtHin hank•,; !ht> 
tt·n:-+I'H[!·T ·~ !~''' !tJ••· +l'ri·· ','. i!ll'l' u• n! It\· tht• ('mqldP\' 

·,;-o:-, h+#ulddi•>it.tl, ,q+.it.l! +r•!il!il•t:!i,Jt.J·· tr1 •:ul•c.idiurit·.'; \\ ltidt 

\

,,n·: t•·:·t ,It tlu t 'tv.~~i'p;d!\ · In·-.ut.J;\11' Ctuup 

··"" Th• Ill'\\ Hl+\1'·· 1·-rl\ lr11 !ll,l'111Litntji illl!lllill j'IH'fl•l\~ 
11 nH·nt·. o! ~:f.HLIJihl (!'\ \1.Lrch i' in l'ild! nl lin· n·.Jr~; 
1 ~r .. nt }S-;•} !q l'l!l:!. lnc!IJ.·,i·,·~·- OptirHJal pn·p.tn~wnl~ an~ 

pt'rr~t:tt1·d \'.il!t+Jtlf J+n•nlilllll IIJ1 to tlw <+I!HHi!l~ ,,f lfw 

,, 

n 
li 
II 
II 

•-' I! 

n·i1qin·d prcp<i~·IJleJlh m t•.u,!J nf the Y\'ill'S 1B7H t•l 

[~·i!Q: tl1i·. riJ~1:t i:-. ntd ( t!rtllll:tth·t•. AdtHtfon~dly, llw 
l ·;,,n 1 1o~!:t.' !11.1'>' ;1t·\) JllTJht~- tlw nolt·~ ul tillY 'tinw, in 
ltd! 11! in p.tlt. ,d .t pn<tl'linln u( H'',, in llll' lwl'l\'l• 
mnHth·:~ 1<rtlltllt't1( itt;.~ :-.tanh I. l!I';':J; lilt' Jll.l'lllitllll dl'-
t lint'> r:.:ll>~hh !•1 pt~r in Ul!l~. TIH• Cnmpuny u~n·erl it 
will Ji<~i t•tl,,, I ,Jn~ npt\un.Jl pn·p,,~·llwt\1 prinl"'ln l\:J,ttdt L .-, 
~~/;-1:~ !f1l!ll fHO('l'l'tl'> tlr iltl\ l"l'fUildillg opt•J<I(hll\ ill• 

hd\'i~t t.ilf' in,·un i11:..: ul' .t!W indt·btt:dnt·~~ <tllln elle~·tlve 
---Hittlddl- i1:t' H"-J r,llt'Q)ll h·-···· thc~n H",,, 

ln !ht• l\11t,_. in ... trumt·nt·tllll' (~niH!Jdn~- dgr:•t,.•d, HlllllUW 
~diH•r _thln).~·.;, o~·· to hullt tlw C'nmp;my Hlllj rcsll'iCl,\~tr . 
:--nh:--,idi<H'it•r-. ,,;.:- dt•!i!lt·d .. to !unit.<tion~:-w· lu pl.:tmb~ihlc . 

'' lttd:-l~tndint! fund1·d ,(l,h~ .• md l--Ub,~'nih\~•l~tl fi:uciNl 
dt·t'tt .. t1l ., ·tind-lo~tinn nH , ont•nt dl'l1t .tSC•nL~'i·ii·H~·. monl·~ 
hut n ''' ,., ! 1: .u1d tc' <I lirmlntion ntt-·tlh1t~1--W~W Uei,( t'Xl ·ppt 
;1~- tn •tl}t'f' .tt q1dn·d prnpnt_~·.' Ftrrlht~l'. nnw Company 
Ut\'t'IJ.tlllu~' th.Jt it \\nJ,~hL tti;•t t\1(1kL')~'_k~l'h:lt•d p.1~·~ 

n~t>"!Yh", ~'-~-~u-11 -~'i_tn,~ ~~-~·!titf~.-; divi_d .. t·t.~;~ ~.~~p;'11:hel' cquily 
-~ 6~lt-;ltttHtt.Jdfl_n~~ -plu::. t_gvJ.•..,ln,L'nt ~~.~,.,_;-~~~n~w•tndcd sub~ 

'-it,l.,f.tri"t'"> lfh~·):•l." Jlnt !Jnund hV lhP h;.hllH nf llw .!\gl'l'C• 
~ illl~f:,itJ,,_ !:tl' l''•d t'~s-:· td. ~tatt•t.l' lnl'llllll~.• amounts. H<.:lnined 
. l'>~·;_~~lillh'· of .tppru\imu!l'i\' Sl:t.UOO.(]()(} <1.., ut IJl'1'~~·~Jlwr 

.lu.'' Hl7:!. Mi' HIHt•..;lridt•d h\' lhis provisi-on: __ ,Xht~, 

1[) 

n·maindt•r is J'P!->Iddt•d, '-' 

Tlw .\gn•r•Jllt>lll al-;n_nJntilills limiliug lL·rnis relt~ting 
\q ~;alt·~ of 'it-; ii~~Pll;, -ltH'I-gl'l'-" or cnn~;oJidulinns, ill1d 

<~l!n\\''• tlw !l!l(l•boldL•r..; ln dt·m~uul pn·pa~·nwnl. ill par, 
within no day ... or nolite tlwl. during llw li1Himt• or 
\\'anl't\ E. BullPtt, !-.!lwk o\\ JWI'c.hip in llw Cmnl1any 
1~,- \\',trn•n E. 1Julil'll and lht• nwmht•rs_ofhb imnwdinle 
fmuil~·. ha !mlim~ t t•rl.lin trusts ntHl dwrilnhk1 or~ 

l!>~llil..t!i,lu;., ha'; dt!t:ren:'Pd_ to ll'ss than 1:-it);, ul~)he . ' ,.;:-;: 
.out~l•u~ding t',l}l!lul :-lod.: tl(lhl' Company. 

' 

'\; 

II 
·' 
\), 
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Berkshire Hathaway Inc . 
INSlJRANCE GROUP 

.;:, 

\' 
o\. STATEMENTS' OF ASSETS AND LIABILITIES. 

··~ 
'\ 

Bonds, nl\nmorli7.ed cost (note 1) . 

December 31, 1972 nnd 1971" 

ASSETS 

Stocks, '1£)'72 !II cost, 1071 nt market (notes 1, 2 untl 3): 
Profci\rcd slacks . . • . • . · . . . . 
Comm_'Qn stock of Uluc Chitl Slumps 
Other ~([mm10n stocks. . . -c;_ • 

,\\ 
' ,, 

il, ,, 

n.cal cstntc, ~quipmcnt nnd furniture, nt cost less nllowanc_e for deprecintion 
1972, $<J4li,'G02: 1971, $442,442 . . ·' 

Cnsh nnd bank deposits :1· • , , 

Agent:-;' bulnilces nntl premiums in cbl~rse of c6llcction 
Heimmrnnce rer;ovuruble on loss pnym"qnt.s 
lnveslmcnl incot~lC c.hte nnd uc,crued •" 
Amollnts due l'rcim sole of securities . 
Other , , 
Pt·epAitt' ocquisiti~h costs , 

1972 
---~~--.. 
S HU,l4B,4flO 

2,942,252 
11,207,396 
17.411,700 

,~, n,£Mi~42a 

1,674,114 
3,044,367 

"6,892,2BO 
277,741 

1,629,176 

552;055 
5,G24,000 --··---...,.-

$139,404,4~~ 

LIABILITIES, CAPITAL STOCK AND SURPLUS· 

"Losses .nnd lo~s udjustm~nl c,,penses (note 1} . 
Uncurncd premiums (nofr. 1) . 
Funds held under reinsuri.)ncc lreaties 
Contingent commissions 
Other expenses . 
Tuxes, licenses and fees 
Ag~nts' and policyholtlcrs' dC}?osits 
Federal income tuxes: 

Current . 
Deferred • 

Amounts due fOr purchase of secLJ,rities . 
Mortgage and cotU1·ucl payable on rental property 
Other liabilities ,' 

Cnpili1l stock nnd surplus (note 4): 
Common stock of $10 par value per share. 

,,, \1 

1) 

Authorized 500,000 shares; issiled 400,000 shares 
Comma·l~"~tock of $100 pur value ·per,. _share. 

Authorized 50,000 shares 1972, 20,000 shares 1971; iss~ed 25,QOO 
shu res 1972, 20,000 shures 1971 .. · 

Pnid~in surplus 
Unassigned surpl'us ~·· .. 

,, 

s 60,275,010 
23,U:l9,397 

957,845 
3GU,152 
21U,833 
067,914 
540,742 

3,141,149 
3,214,084 

674,123 
58,995 

2,500,000 
.e;a51.25o 

29,230,041 
4~.581,291 

f~-!c $139,48,4,449 ·- _ ............... ~ ,, -_-,:-1F:~~ 

' ' 4 . -;-.·, 

~~~ 
\'~ 

,. 

";.· 

1971 
~---·-· ~ 

~()79,0_~~ 

998,631 
4,128,225 

__!:!.§71J,O~~ 

___!!),_!lt:J3,9~ 

1,312,772 
4,563,077 
7,131,037 

440,396 
1,500,148 

206,513 
506,406 

'·). 
6,771,[\5tl 

S123,si3,9'32 
=~~-,..._:O".::::=:-":c:~c\1 

$ 52,9fJ0,625 
25,516,268 

1,025,737 
268,151 
347,788 
900,500 
787,429 

1,002,500 
3,742,611 
1,331,182 

,_ 9,845 

~0,16Q 
88,0?,!), 796 

li;, 

4;000,000 

2,000,000 
,,'J,851,250 

.jl1,391,8U6 
"·' 35,243,136 

$1232313,932 

Sec accompan.)thig notus La financial stal£mJCnts of BerksMrc Hathaway rnc.(1-.-·InsurariC~ Group. 
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Berkshire Hathaway Inc. 
INSURANCE GROUP 

OF INCOME AND REALIZED INVESTMENT GAINS 
Years ended December 31, 1972 and 1971 ' li 

.Net 1p,semiums wr'itt<m 
O,csreuse in unearned premiums . 

s~ _1 ~;·''_,,,:'Premiums eiu·ne,cl' 
' fJ' 

Losses Q,5d~!oss extie•\,ses 
-~;,.) ~? 

\,\, 

Net undcrw 
,, 

Investment income: 
Interest on bonds 
Dividends on stock 
Renlqhstate incpme 

InVestment expenses 

,;,) . 
;~ ,":fi.) (J fi ,, 

Profit from undeJ"WJ'.\UIO~ and inves.tments 

"" other income (expense) o• 

. ,; 

lncon1e before fe,de•·<~:, 

mcnt~. 
income taxes and realized gafns on 

·Federal income taxes (credit) 
C~(rrent , 
Deferred 

/• 

Income before realized 

Realized gains on investments 
Less Federal income taxes 

Net Jncome 

'" . 

on investments . 

_I!• 

/1 1972 
t-·-~ 
1 $57,950,178 

f
l 1,676,872 

II 59,627,050 
I 36,987,Q:l(J 

_E,64~~~~ 

12,305,064 
2,125,645 
1,136,177 
1,641,330 
1,147,656 __ ....,..,~ 

18,355,872 
4;2il4,140 

II•• 

5,BmJ,~no 

029,930 
310,951 

,~~'.~.;:::. _, 7,~40!451 
; p/ '1 1ii'f' 2tJ5,209 

'-~---?.'~-r- '-·; 
,6,7~~~ -1:, 

:9". 

11,039,390 j 

(222,283) 
.>. 

. 10,817,107 

2,816,437 

~.090) 
2,761,347 

__Jl_,_IJ 55' 7 60 

1,358,930 

~,344 
928,586 

$ 8,984,346 

1971 
-~--.. -~--- ·--

$66,455,532 

_!,5,58_8,32~) 

"' 60,867,206 
40,703c23_0 

_,2o,o~3.!J76 

15,331,620 
1,667,167 
1,325,5{}2 

1,667,3G2 
_l1,31_6,962) 

18,62_'h~~ 

~~? 

4,429,701 
595,041 

--~21,085 
5,24!5,027 

- 272,199 
4,973,628 

-----~-----"--

6,382,855 

625,647 
_.§.86,5'65 

1,212,212 

~~4,553 

. 1,027,764 
308,405 

__ 719,359 

$ 5,943,912 

Sec acc6mpanY,ing notes Jinonclol statements of Be•·ksl1iio Hathaway Inc. - ~!Jsurunce_ Group. 
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Berkshire Hathaway lw:. 
INSUHANCE GHOUP ,, . 

-:; 
I! - j._:,._ 

STATEMENTS OF CHANGES IN FINANCIAL ,pQSlTI!JN 
I! ' _. .. 

!1Ymu·s ended Qeccmber 3L 1972 ond l9Vl 
"' '!; ,. ' 

Funds provided: 
From operations: 

Nel inromf,! ~~ ~ . ., 

Charges (crcdil!-'j to income ilo.L rc<\l1ir~~1g funds: 
1

.,. 

Inerease in loss nnJ Jo·ss expensa re~.erv~s . ¥' •. ,. 

(Decrease! incrCllSl! in llllCHrned prcthium fC!l'Crvds.. -~~<I 
{Decrease) in~reasQ in funds held ui].dl>t rcin\'prilt'i'~c trentiC'S 
{l1ccrcusel increase in deferred tUxes ~~' 9

: .. --;-,,·, ~-) 
lncrcnse in current income tuxes --;.-.~,. :,} .,~. " - ··\ 

(!Jccreascl incrcnfie in nccrucdJ.{IxC~ .und t·.~pc~sOs .. 
Derrcuse (incrensc) in ugt~nts' bJ.llll'i!c:cS"1nnd uncollected premiums, 

.: F~ •• ~ 

net ·"', ;; . 
Decrease (incrcn!}e) in preJ_JRid: lnsumnce acquisilion cOsts 

;j -': 

DeJgcd{i:j~~n .' -~->. _·:.· _. _.c • • • 11 ·-., • 

lncr:crtso 111 ~ccrue<}, mvc:;tmcnt 1n:l.lomc , 
Amprti·a1tion df 'ut~~oUJ~·l o1~· bonq·;,:- . 
De~,rcnsc (incrensc) in teim;u rnncqiirccovcrablc loss Jjnymcnts . 

., Dcch!m!;'c in ngcnls' l1htl policyh?"ffcrs' depo:i}ls 
Olhc:r, net . .. . . . . .'!i • • • " • /..'" 

, . • ''I , 

~:;- Funds providucl from opemlions 

, PrOcccd.s fom sulc of cnpitol stock 
'h 

·contribution from parent . 
From,J nvcsln)_e:nls sold or nmlu red: 

Bonds 
Common stocks 
Prcfei'I'Cd stocks 

Decrease in cm;l! 
'!'otul funds provided 

Funds used: 
Cost of investments purchn:Sed: 

'<;. llonds • 
,:=:ammon stocks 
P'rcferrcd stocks 

Pnymcnts on mortgage note pnynb_lc 
Purchase of equipment, nel of di$posals 
Increase in cash 

~ .. (.' 

·ExCess .of purchase cost over n1.orkel volue or _assets of ncquired sub~ 

sidinry . "'. 
.~· 

" .1972 

' S li,984,34G 

(,284,393 
('l.!i7G.B71] 

(67,!192] 
(55,090] 

2,138,649 
ra7G,540l 

238?49 
1,147,656 

109,290 
(1J,794) 

(5:lll,715) 
162,0P5 

·V 
(246,0!17) 

__ (1!32,70~) 

~~57~~ 
1,000,000 
1,5jl0.000 

53,779,!lfl7 
7,111,015~ 

60;890,902 
-~···- -

1,510,710 

~~I,llG7,1l~~ 

s 58,700,930 
20,785,640 
l,95fl,Oci5 

--~- -~·------

a:t A45,575 
1,969 

419,520 

-·---~--.-

$ 01,867,064 

i: 1!171 

s 

" 

5,943,fJ12 

23,231,886 
8,033,311 

509,017 
874,:146 

1,260,979 
276,049 

( 4,094,642) 
(1 ,7!ll,510) 

78.407 ,, 
(717,159) 

(440,396) 
(153,550) 

30.311 
_13.Q50,U61 

8.500,000 

73,402,063 
2,362,770 

16:i,l90 
75,_~20,032 

~:J:JZ~47U,993. 

$106,166,036"' 
6,829,009 

__ .160,49!!_' 

113,155,544 
9,lll9 

199,944 
3,750,603 

3(33,73=!. 

S1~!~?~99:: 

See accornpcu1yin8 notes to .Vnnnciol slofcments of BcrkshirC Hnthmvo)r-lnc. ~ Insurnncc Group. 
' 0 
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Berkshire Hathaway Inc. 
INSURANCE GROUP 

STATEMENTS OF PAID-IN AND UNASSIGNED SURPLUS 
Years ended December 31, 1072 am! [971 ·;.-, 

PAID-IN SURPLUS 
1971 

lJ • . ''r I• 1-~ cgm~ung. o j:ear , \~ 
Conlrtbultpn'from pnrcnt . . . • . . . . . 
Excess of proccedso\.cr pnr value of capital sloe~ issu~d . 
End of yc{lr . . . . . . . . . . • , t\ • 

1972 

s 7,fJ5),250 
1,500.000 

~-~o,og_o 
$ Q.il51,250 

s 1,~51,250 

_ a.o~,qo_o 
7,851,250 

UNASSIGNED SURPLUS 
S21,39l,UOO $14,482,568 

8,984,346 5.943,912 
Beginning Of year 

. Net incoine . 
l,30G,OB3 

" (340,677) 
Increase in net unrealized npprcciution of investments , 
lncrco.ISC in deferred im.:onlc tpxcs on Uilrcalized appreciation ofinvestmCnts " 

"' (1,14l1,191) .I 

~----· ~ ---·--· 

0 529,2~0.041 S21,39l.UB6 
.. -- -- . - ---- ~ ----· -----

Exce.Sa oJ market vriluc over,-, cosl on stocks (note 2) 

End of y-~ur t; r• " ·) 

,:-t' Si!c ac~omponying n1~J~s (o financial stntcmcnts of Bcrksbiro Hathnwoy Inc.- !ns~Jr~nct•_,GrouP. 

Berkshire Hathaway Inc. 
INSUHANCE GROUP 

r.,!OTES TO FINANCIAL STATEME~TS 
~Decep1bcr 31, 1972 nnd 1971 

(1) Summary of 
Practices 

Significant AccOurlti'ng 
.• \i 

Policic.~ and 

"' Basis of Presentation: Tiu:: fi1wncial statements of'lhc 
Be.i-kshire· Hathaway Inc. - Ii'lsb~iancc Group inclu(lc 
those of National Indcn;mity Compan·~ and its wholly­
owned subsidiaries, pius lho$c 'Of National Fire & 
Mnrinc Insurance C_OI{{pnny. N'Jtionul ln_demnity ·'conf­
pnny has four wholly-owned s\1bsidiaries-: Cornhusker 
Casualty Company, formed- in i'970; Lakclnnd Fire and 
Cas·unlty Conipany. lbr~ed in 1971; Home. nnd Auto­
mobile Insurance Company, purchased in 1971; Tcxus 
United Insurmtcc Compnny, fOrmed in 1972-.,':1 The 
stotcmcnts are presented on a combined basis, with 
significunt intercUmp<iny transaCtions nnd balances 
cli~~~. . • . 

Insurance PremiUmS: ~~-~\1ronce premiums ·ar_e: rec:og-. 
nizcd as revenues.rntnbly over the terms of the policies. 
Unearned premiums arc computed on the. mOnthly pro 
rata basis and nrcfstrllcc.bnfter deduction for reinsurance 
placed with other inSurers in the qmount of $3,691,310 
and $5,738,332 at December 31, 1972 and 1971, re­
spectively. Poltcy Q.cquisition costS such as commissions. 
premium taxes al~d certain ;;;other underwriting and 

'agency expenses nrc- deferred and charged ~gninst in­
come rntnbly over the terms of the policies. 

\1 

15 

Securities:"'1nvestments in bonds are slated nt cost,_ 
ndjusted where appropriate. for nmortiz.i~tion of pr{!­
Iitium or accretion,., of discount. Bonds with amortized 
cost of S16,582,277' and $19,920,8'\.1 ill December 31, 
1972 ·,and- 1971, tcspectively, were deposited in trust 
with vnri~,~1s regulatory author'itics oft)_in accordance 
with the tCi':ms of various re5nsurnnce t·reo,ties. 

I nvestm~nts in stock at December 31, 19~ 'ttrc st~ted 
at cost. At December 31, 1971, invcstnicnts -in stocks 
arc slated at mnrkct value with unrenli~ed gains_ and 
losses, net of applicable deferred )ncml1e taxe_s, being 
reflected in stockholders' equity:· Details concerning' 
this accounting change nrc presented in nole 2. 

ReserveJor-Losses: The insprnn.9e companh;ls }')rovidc 
a reserve for losses and loss ~djust'incnl expenses based 
upon (1) aggregate case basis Cstimqtcs tOr. losses re­
ported, in respect .t~\' dirccl. premiums written, (2) 
estimates ;of mlrcported losses bnscd upon pus:t ex­
perience, (3) estimates recei'ved relating to assumed ,, 
reinsurance, and (4) ilcduction of amounts for rcin:­
sUrance '·'·placed with l!!lrcinsul'crs in the amo~u,t of ': 
S:l.324,369 and 53,166,$79 at December 31, 1972 nnd 
1971, respeclivell~· n 

0 
Catastrophe Reserve{>: The insurance companies do not 

provide a reserve ,.:for cntasltophe l_psscs-. The Com~ 
c.• ' ~;'. 

0 

·r_:: 

),:.. 

DIsc I ···o· . s·. u·· . R' ·e· ® IF THE ABOVE PAG~ IS U:s~'cLiiAR THAN THIS ~TATEMENT,IT IS 
L,l DUE TO POOR PHOTOGRAPHIC QUALin' OF THIS DOCUMENT. 

0 



d' 

\> 

" II 

" 

\: 

II 
IJ 

I 
Berkshire Hathaway Inc. 

mittce 1hn Insurance Accounting nnd Audiling of the· .. -~ 
American lilsliltlto of Certified Public Accountants in 
coopcrution with industry J.Cprcsentutives is working 
toward lh~ tlcvclopment-~orq{ definitive slntemcnl us to 
tho npprqpriutc uccounting for catnstrophc losses and 
resolution muy lend to chungcs in the accounting 
practices ,\-JJ~ing followed. 

Real Estate, EquiPment and Furniture: Hcai estate, equip- r. 

, menl- mid furnitu-re ore stnted at net dep_recintcd cost. , 
Provi'~ibn lOr depreciation is ,_bused upon their esti­
mated. useful live:; und is cOmp~ted mfdcr the str_gight­
Jine t~clhod. Maintenance nnd_ repairs are chnrg~d to 
expdhsC and beltermeftts are capitalized. Gains. and 
losses on routine dispositions~ nrc ch~:rgeJ ugainst 
income. 

Income Taxes: The insurance companies account_·:for 
certain inCOme nnd expense items differently for financial 
r~porting purposes than for income tax purposes .. Pr9: 
visions for deferre~ lit>.:es arc being .nmde·h,l recognition 
of thcso liming differences. Investment tux credits 

· tCaliz·ed nt the time of pr~:porty ~cquisitions are 
Credited to income. 

The insurance companies join with Berkshire Hnthrt­
wnj(( lnc . .in tiling n consolidated Fcdeml income t~·~ 
rctu'rn. 

(2] Chnnge in Metho1~ of Accounting for Inv,c.,lment in 
Stocks 

Stocks nre carried nt__cOst nt Deccnll.Jer 31, 1972. This 
represents a chmrgc from D_eccmber 3Jr. 1971, at \Vhich 
di.lle stocks were renectcd Ut mnrket :values with un· 
·realized gains nnd losses, net of upplicnble deferred in­
come taxes being refiecletl in stockholders' equity. The 
chunge does not alfecl the 'stntCments of .income and 
realized ·investment gnins. The change was mnde be-

\:: ctmse management believes· the presentation t).l cost 
to be of greater continuing significa~lCc than pr·C-senta­
tion at market v~lue -and to conform the accounting 
prncti~;cs of the lnsumrlcc Group with the method 
used by the parent cm·.;:;pany, Berkshire Huthuway I.~1C. 
in accounting (or investment in its subsidiary com~­

punies. Murket values will ~;ontinuc. io be disclosed in 
footnotes or otherwise. The comt~arison of amounts 
is as follows: 

December .31, 1!)72: 
Preferred stocks 
Common stockQfUluc Chip 

Stomps 
·:- t) ,Plhcr common· stocks . 

December :n~ lUil: 
Preferred stocks 
Common stockofBiuc.Chip 

Stamps 
Other c:_ommon stocks . 

" 

Murk(' I ------
s 2;942.252 s 2,072,9[10 

11.,287,396 
17,411,780 

' 983,247 

3,545.650 
SUJ,746.4:J9 

13,130,9!i0 
1U,mm,1M 

990,6~.1 

4,128,225 
$11,676,049 
'- .... , 

'J.'hc change from the nt'nrkct to cost met 'bd- rcqu_ircd 
a cliargc of S1.146,Ull to unassigned sur.vlt•s~n 1972, 
representing total u_nrculizcd. upprcciation1fnt DeceJl!,bcr 
:n, 1971 less applicable qeferrcd indJmc taxb~of 
$473.437. . • .% Ill !! \\ 

:: " · 1 j ·I 
(3] Common Sto~k of Blue .Chip St~n1p4 ' 

--" ~ ,< • Jj 

During 1072flh!wlJ B~f.kshinf':!Hathn~'UY Insurance 
Group incrcasctlci[, Mldings of B!(le Chip Stamps from 

t." "" 
~;npproximutcly 6-ijf Of that cornpuny's ou(stunding caPital 
stock at Decembcl 31, 1971 to approximately 17% ,at 
December 31, 197,2. The holdings'· were pUrchased in 
the op"un market. 1•.!3luc Chip .Stamps is engaged in the 
trading ~i·!itamp business in Californlu; and ~hrOugh a 
subsidiarv, Sec's Candy Shops, lnc.o. rp9ratE!d, in thC ,, 
manufactUre mttl sale of candy. ·: 

A major stockholder of Berkshire Hathaway Inc., the 
parent company of the Insm:!J.nCe Group·t o.)vns directly 
or indirectly a·· substnntial additional stock -interest in 
Blue Chip Stumps. OltiC Chip Stumps i~ ~nsidered an 
''irivcstee'' o'f'the Insurance Group ·unde·i· the provision 
of Accounting Principles Doard ·Opinion No.' 18. Divi­
dend~ofS111.16B and 563,406 received by the Insurance 
.Gr0u1l ft•ortl) .Uluc Chip Stumps ur~; inclu"Ued in invest­
ment incor~t'bf the Insurance Group respectively in. 
1972 and 1971. :No additional inconle from the invest· 
ment in Blue Chi'p Stii~Ps- is recogniz~d, Sin~e th~ 
equity ii1 und~stributcd earnings was not significant ill 
either 1972::, or 1971 ufter considering amortization of 
Cxcess of rmrchuse cost over_ net assets acquired. Such 
excess. cost amounted to ·upproximutely $3,600,000 and 
$1,115,000 at December 31, 1972.nnd 1971\ respectively. 

( 4] S!Jl_ckholders' Equity, 
The following additionul common·,' stock was 

during the two years ended December 31, 1972: 
!I , ,, 

sold 

Nutional Indemnity CompanY, $10 pnr value common 
' stock: · 

Muy 1071 - lOo,goo shores for $4,500,0QO 
January 1972 - 50,000 shares for;,$2,000,000 ~ 

National Fire & Marine_ Inst.ifancc Company, $100 p11r value \1 
' ' I) " _common stock: \•. , :'. ·.,_. ,. - '' ;-,- -' .. , 

Aprill971 5;000 shnrcs fci;r $1,000,000 
.Jnnuary 10i2 - 5,000 shores for· $1,000,000 
July 19i2 5,000 shores r9r $1.000,000 

,•);;, 

The Junu,ary 12,t,r1972 additions were retroactively 
reflected as of December 31, 1971 in the a~companying 

, financial statements. .,.. " 
Surplus· is r~stricted f~rcdiv\'ilend'ipurposes by the 

various insurance j!epaftments .'Of th~" states Jn WhiCh. 
the comp~q~_dcf'business. -,' ,~; ·~ 

...p-;::9'" 
, .. :::.;;;::'.:"'· 

. . . •t• . \\' .. 
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Berkshire Hatpaway [nc. 
() ,, 

I3'ANK SUI3SIDIAIW o 

The Illinois National I3mik .& Trflsl Go. of Rockford ., 
AND SUIISIIliAH \' cc, •.. 

II 

GONS~LIDATED STATEMENTS Ol' COND'if[J,ON 

'l " \~·tJ 
\, ,, 

l nvl:~: tm~~nt <.;(•nu itir.->~ ! rlnlt' 21: 

;~}' 
;-( 

{! " 

ASSETS 

tr. 

~ ·llttul{J~tdfP:. dn\rLll·nnwnt ot1J!ig·@j(",ns .. 
()t,jiptti~)n.: of :->l.tlt•; nnd pnH.Vjtal sul:;;=ii\·i~ions _,_ 

I 
. . ~ . 

(Jt \l't' H.;cunt~l'"' . . ·. . c.·· · -~ 

LniUb f nn!l' :~1 
' ' B,tnl.. pn~mi~L"-. ,md .equipnwnl. ul l·osUes~ <~n·umtili.lt'Cd depredation t nol~ 41 

c ~ Q 

Au rw·'d inkrc~t re(ei\''lhlt> und olhet a~~d!-- .-· ~ . . . 

-~ ,, 

' .·. 1\,. 
Demand depo~ll'-1. . 

l,!iABILITillS AND CAPITAl,. FUNDS · 

(\ ,-,.,. 
Tim,f depo .... its ., :- ·-\. 

Total deposit*~ ,-., .. 

., 

" ,, 
•,! 

,, 197:[ 

~ 22, II i\r/5 
tf· 

lfy,(ll4,:i41l 

:Jii)wl. 7~Hi 
7.77lUl00 

5H.tilB.025 

t.:lliO,B!l2 
1.750.:n;, 

s_l ~l:l,:mn.mJ 1 

s 55.12n,uon 
77 .rmn.:mu ---. --

132,1iflfl,2!JG 

lUHi,{i45 

0 

() 
e 

1!J7l, 

s l7.1l:l~.li1Hl 

l2,li:l:l,!90 
42.au4.;1(:u 

5JHi4.7SH 

~;;.o:n,Uil 

l,SL2,.54(.i 
1,2:;:i,Jl:l'' 

•I 

S13u.rm.4~Hi 0 

s 51.208,3UG 

!14, !l:W.fliii' 

ll5,1l4fl,25:J 

81:!,700 . '}.~-rued tnw ... iillll othe'r liabili\-ies· 
~-~-~'"'" ·i·ol<tl liat.i!ltics ·1 :~~l.574,B4l llG,llG2 1022 

-i: 0 

He..,Prv'e for Juan lm<~t>S··In,Hle 51 
~ 

Capital llunls: 
Common s-tock, s:m pJr value'~. Aut' tOri7.cd nnd issued 250,000 shnre~ 

(note GJ 
Surplus 
Undivid.ed profit-; 

Heser\'c for ronlingcncics 

'l'ntul L"'UpiUHJ1:~,,~1ds 

0 

\\ ., 
!} 

" 

1.024.Glll 

5,000.000 

5.000,000 

7. 7!lG.34!l 

_l.(IQl ,000 

-~l_ll,7!l7 .:14!) 
Sl53,:Jilli,U!l'l 

[,: 
o . 

. , 

'J 

' 

-;:.F 

SC't' accor"il{l'nnying notes to cqnsolidofcd Jinonciol stnlnmPu!s oJ Boi1k Subsi~/iory; 
'i ' ",\ 

0 

18 ' 

" 
"•' 

fl54,G71 

::::.c;, 

\• ., 

,,) 5;000,000 

5,000,()00 

7,503,U03 
__ l,QOl.OOO 

lfl,504.UO:l 
Sl3G,021,49G 

IF Tl:fE ABOVE PAGE IS LESS THAN TH'is STATEMENT. IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY. OF THIS DOCUMENT. 
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Berkshire Hathaway Inc. 

·. 'hANK SUIJSIDIARY 

The Illinois National Bank & Trust Co. of Rockford 
AND SUI!SIDJAHY ';· 

CONSOLIDATED STA TEI\'!ENTS OF It9§l:OME 

\:~·ars Ended DL•tember 31l Ul72 nn~l 1971 

Op~'rating income~ 
II 

Interest nnd ~9CH on loun.~ 
Income on Federal funds sold 
Intcres.t and dividends on: 

United Stutes Unvcrntne.,l}f obligulions 

Ol,~liguliOllS of StUll'S and· poJiticaJ SUbdivisions 

Otl1c: r··se~·u ri lies 
Trust ~lepnrlrnenl 
Snrvicc dml'gcs on deposit accounts 

Otlrcr 
'J'otul operating income 

Opurnling expense~:. ) \ _, 1~, 

Snlnries . . ·. '. . . . '\\ . . .11 • • 

Pensions, pro!it''~hnring, and other employee benefits 

Inlcrcsl on deposits 
Jqtcrcsl o.n Federal funds purclwsctl 

t 

Net occt1Jitmcy expen:->e of bank premises {nolo 4) . 0 • 

Equipment rcntn1s, th:!p}·edatiOJi, uncPmainlcnance (nOli;! 4} 

Provision for Joan losseB (note 5) ,-0 

Olhcr . ~,. 

Tolrd opcrali11g expenses 
Income befOre income taxes und securities gainH" 

Applicable income taxes: 

Currcnl. 
Defc,\red 

Tottli applicable income tnxcs ' \• 
Income before sccurilics gains Y 

•' 

Sccurilics gnins, not of rch1lcd taxes Of$72,351 inlfJ72 and $0,000 in1971 

Ncl income , 

Income per shnrc (bused on :J.-50,000 ~hurcs) (nolo QJ: 
Income bufore securities gnins ':.· 

• ~.. tf) • 

.'·~· -

"1972 

S4,l34,()1:l ,, 
108,805 

GDB,:JO!l 
2,G77,13fl 

524,229 

3B5.:!89 
127,250 
411,4]3 ,, 

B,9G7,G53-

l,:JGO. 704 . 

2:m.sw 
3,418,746 

:u :J7 
314,221 

204,3GG 

36,800 
044.!102 

G,2B7,572 

2,GHU,Ofl:l .... ]Ll 
AI 

~ .... ,P.6U5) 

-1 (354) 
../!,GU0,4:15 

/ .... B3,7l5 
,. S2,704,J50 

$10.72 
" ll.OG 

,, 

, ·,p •"- h,. ' ;. ;,·1 ,,, 

c· See (kcom/wnyiH£ n~~Ws to c:onso/iclotccl Jinonciui ~{,at~mctils oJ Bonk ·Subsidinry. 

\I 
19 

·-<? 

1!171 

S4;\l0il,094 
100,271 

700,05B 

2,093,049 

227,H84 

33G.:l02 
l:J7,:l45 
30B,GlG 

7,925.079 

1,291,508 

207,709 

2,732,051 

1,632 
350,709 
28[!,701 

35,900 

!l!Jl,2:!0 

5,5U8,.LG8 

2,32G,Ull 

12l,CJOIJ 

. (12,21!!1) 
I 0[!, 7J 2 

2,218,199 

26.201 
$2,244,400 

$ O.B7 

.. 

0.98 \\ 

\ ~ 
~ 

\ 
I 
]!. 

DISC• '0. ·,s.·u· •·R .. : E. "® IFTHEAaovEPAGEis.1s~'ct~ARTHANTHis.sTATEMENT.ITis 
· Ll . . . DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Berkshire Hathaway Inc. 
BANK SUBSIDIAHY 

" 
The Illinois Nati.onal Bank & Trust Co. of Rockford'· 

AND SUIJSIDIA!lY 

CONSOLIDATED ST A1TEMENTS OF ~HANGES IN CA,PIT AL ACCOUNTS 

Ycnr.s Ended December 31, 1972 and 1071 0 

He serve 

Comm011 Undiviclr>d He serve for for nssct rc-

slack ____ §t~rf!~~ _ profits conlit!f4L'I19_k~~ cvnluntion 
----- ~-

Balnnce,\Jnnuury 1, 1971 $2,000.000 S5.000.000 $10,137,393 Sl,OOl,OOO $75,000 

Add: 
Net income . . . . . . 2,244.400 
Excess of lonn loss prO\:Jsion 

over nllo;\\'nblc for tux' pur-
posef;, ncl of lax of Sl7,2t~2 

18,668 (nole 5) . . . . . . ,, Other 28,342 

\ Less: \;, Cttsh dividends 0 
(2,000,000) 

Tr~msfet· lo common ~tack re-
In led to stock dividend (note 6) 3,000,000 (3.000,000) 

Transfer to surplus . . . 3,000.000 (3,000.000) 
Trans!Cr tu uJH.IiVidcd profits 75,000 (75,000) 

----·--~· --·-
Buluncc, December JJ, 1971 5,000,000 5,000,000 7,5o~.oo:J 1,001,000 

Add: 
Net income . 0 

2,764,150 
Less: 

Cash dividends . . . . (2,400,000) @ 

Transfer to reserve for possible "" loan losses, c;\clusivc of par-
lion dwrgcd i:~gninRl/, income, ·3 

(71,604) ncl or lax of $6(},095 (note 5). ·-··------ ~-~-

o·altHlCI!, December 31., 1972 . S5,0D(J,l)OQ $5,000,000 g 7,796,349 51,001,000 
-.:::.c.:~.::..... ------'--~ 

____ ,·-~----------

·· CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL"J>OSITION 
)'cnrs Ended December rn, 1972 and 1971 

D 1972 1971 

Funds provided for investment: 
lncrcnse in; 

Cnpitnl funds: 
Ncl income . . . 
Cash dividends declared 
Other, net . " . 

Ncl changes in capital funds 
)Jeposits " 
-other, ncl, 

Total 

Funds used: 
Invested in enfq~tg assets: 

Loans . ,\ . . . 
lnvc::;lmcnl securilics ·'\:;.._ . 
Direcllensc equipment • '-'·. 

Add ilion~ to bank premises and c(]uip~ent 
lm:remw m cash and due from banks f,,-·. • 
Other, net . . i1·. 

Total f? 

·-'• 

s 2,764,150 
(2,400,000) 

(71,60~) 

292,546 
16,840,043 

4ll3,30B 

SJ_7,H~5:~~ 

s 5,503,742 

'. 7,173,845 
-~ 1I!§..QOQ 

12,072,GfiG 
49,UI6 

4,270,70[1 
·-425,3_26. 
$17.625,897 
·.\;---.- - --_~;---:~ 

Sgc accompanying notes tq consolidated Jinancinl stptcmcnls of Ballk Subsidiary. 
i?,l ,, 
. '.20 

~--------

s 2,244,400 
(2,000,000) 

_47,010 

., 291,410 
14,274,944 

_5B0,066 

~15,147,220 
-·-----~,-

s 2,844,210 
~.416,606 

~· 89,j_30 
12,350,254 

120,865 
2,676,101. 

-~~--

~15.:t47,_22£ 

o 1 sc LJ. 08· u R E ® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS S~ATEMENT.IT IS 
., DUE TO POOR .PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. ' . . 
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,'/ Berkshire Hathawf!y Inc. Ill 
1: BANK SUBSIDIA!W ··~ 

1

1/1 

";, The Illinois National Bank & Tr~ist Co. of Rockford 

11 

AND SU!lSIDIAI\Y .. 
,/ j· ~~ I· 

~ 1NOTES TO CONSOLIDATED FINANCIAL STATEMENTS II 
" 11 December 31, 1972 t~nd 1971 / 1/ 

~} i/(I) Significant AccoUnting Policies · {4} Bank P_rcri1h;cs and Equi.pmcnt j' · f. 
/"// The accounting policies of The Illinois National Bank )/ llnn~'prcmises and equipment ar~ r'i~orded al1 sl 
-~ i11 & Trust Co. of Rockford (0 sub.Sidinry of IJcrk:.;hirc less nccumu!ated dcprccintion of .':q1

.07B.9:16 k nd 
!! Hathaway lnc.) and. its ,._,holly-owned subsidiary. Brown S1.4fJO.OOU at·I-Jecenl,bcf"·31, Hl72 nnd HJ7~1L, rc~pcctiy;ely. 

II nuHding.· Corp.ara_ tion. c.:onfm·~ (o gc1\crnll~.· accc.ptc_d , DcJ~recintinn ·'expense lotnlcd. S2l0,840 
1

/ for J !172 ;:md 
,
1
· uccoun~_)ng pnnctplc.s and to.·gcncral practu:e \\'tlhm S222~540 for H)TI. / , 

~~l' lhe bonking industry. The following is n description 0 ·· · 

)j\f"of the more signilicont,ol' tho"e policies': OJ (5} Reserve for ~oan Losses' j/ 

j
1
/ -~ Consolidation: The cons·olidatcd llmrncinl ·stulcl'ncnts The 13nnk f'olluws th~ polic~· of pro1fic.ling t!Uditions 
i included those of the Bank nnd its wholly-owned to the re.Rcrvc for pO!iSible loan los.se~ 111 uccordance 
' llsubsidJnry. All significant intercolnpnny ~rnnsnr.:_tio,ns with muximum Hlnounts allowed undd~· th_c npplicnhlc 

have li'ucn c\iminntccl iJ~ consolidulion._.,i\L .January 1, FedernL tnx lnws. For llnnllcinl report'h}/g ptU]Josesl the 

.jii

/
1

,W; 1972, the Illinois Nntionnl Safe Deposit Comp<tny (a minimum' provision to be chnr~~ed to o11brating expenses 
_ wholl_y-Owned subsidiary· of the -13itnk) w'ns dissolved is b{i'scd upon the Bnnt~·s loun' loss e~q;/1cricncc. over .the 

in a tax-free liquidation, ami its asset!-',' liubilities nml 'lust live ~j',cm·s; 1 . {- . 

rllpitlll f'_vhich ore not si.~nilican_t i~1 nmo~mt) "'ere,_· __ ··_ 'l. ··r·r· .. ·nns_·.n:?tio·n·"·.·.·_·~n the r.cs··.·e·l"\·'_",_._r~r lolln los·-... "~-1~ [qr· thE 

I
} merged 1nlo the Bank. I he IllinOIS Nnl1onul ~uflf-;~\~-,~;)'~tt~1~ cn~~c(,i, ,~1~41tcmbcr 31, ~:972 mld '1 1~171/_\\'~ru t)S r 

I De1~osit.Compnny hml been reported on o consoli:lnted\:1" · r[qJI9,~':s: II ''',,'lf ... : ,, ;r 1/ · ;)! · .. 
bust~ w.tth _the 11nnk 111. pnor ye<trs nndJ: nL·cor~-~1\tgly.,;:, f.,, ::! I.'.,·:,!;., .· ·'1, 11· -r.1l,1U~?f:i./J. --~-~71fb_l;l 

I 
th~ hqmdul1on hns no ell eel on the· ctl[rCt1~t con~ohdalet! ·:t/{Bn!nnfje _n·l bu~inning nf _)!~·nr:, .11 . • S .J/~054,(),~·1 $060.4,45/:' I financial sln\ements. ' ,t )! jl ~~ :· -"•::-'' ... -: -:· ,, d ~l't•(.vJ~iQr'ts dl\Jrgcd to: ·!! II I If"· 'I II II ' 'I li- JL 1

' 

,1 Investment Securities: Investment securi.J1 /c.<>)li"\~ s.~n.tc~ · :, Opl:rntin~ p~pcns(•.s , -1' ,I, j' fi ;:m1pol) :~u,,JOO 
I at cost, adjus.·tcd for um• ortizntion, o[ .prcmi,\trd... . \\ '_' . , ... , 11 , !! ltndividctll prof1ts • • 1 ~~~~ 71 .G04 . 

1 
... 1J,. :I 

· '/ _ . /1 • , . ·" -· • .i' l, 1' ('nrued incunu.! tnxes . • ,l G{!.ml5 , ',.· .,_.. ·11 
{/ Bank Pr.e~ises and Equcpment: llwJk nrcnr~sc:r,· and A? I L l'( jllt6fJ~lJ70;' ~'·'----· J. 

equipment nrc .stated <:~l cdst Jess aceumul~t(c~tj'del:~tcci~:. , 1 
1

.' , '1' 1 0 • r '" lf
1 

' - ·-' . :',,QG.M·fi 
. . .. .; .- · . '· ,',1 ·. ,· LQ:.s (mns c mrgcl 011. ncl11 rei /; t 

lion bused on the estimated usgful lrl,p:_~of e;:tch .. tts.~fr!t'(; /Gowries of S2~.:1UD in t07~ , · -~ 
Depfcciation is cpmputcd on the slraight-lhm rilu,ti}Pd pnmtl;s2il,2~12 ln Hl7l. .. ·• 4,l3Gg / r,,T74~ 
for· building nne! automobiles, .and on a~~ uccclcq_lted .,Yrnns~\~r to: 

1 
" (-!!'' :~ 

method for improyements, equipment, fmc! dri-.v,9•in , un<.\vide(\ pro fils {ll i ·. i! ji LO,GOO 
and purking fi:Jcilities. ,, 1, d.\ccr.ucd income to•_x£!S'. ., • _ J' _ Ji,2~12 

Fe.derallncom~_ .. ,r~xes: Tnxabl~ inco~Tic is tlctctmiit.c_d ~-hnlt .. mlf nl enll __ ,ory~ar . ,·// ~~t.0~4~~9L §8~4.071 
·using the cash btiSIH ol nccountmg w-hcrea~'> the nccn\ul 1' 1, • .-. 1 . 1 t · ' 1~ H · 

1 1 • • v • • • • .. · \.'. ( ) ,J·nvt~IOII c larget o opurn .-q1g ox.penscs nb 't c-
mcthod of nccountmg IH used 111 preparation of hnnncml ·- d t'll' 1. 1 . ·'1-ill')7.1 · 1 1. 1 ,_. ,. , , . . . uc 1 J_e or nx . .-.purposes .llJ:: .

1 
. was nllls crn~c 

stntemcnts. Deferred taxes urc provtdod 111 rccogn1lton ~ 1 . 
1 
... _1 1 l't t (' ',, 1- . · . • c _ 0 Ull( I VIC CC pro I S, Ill! U · Jp.'\,. 

of the· timtng chll'crences. . ,. . . I \, :, ji . ,~ 
The Bank and its .subsidiary join in tl.1e ~ling a: n\\ The p~~rtion or.~ he r?~ervc ·)Wh\ph was dVuilab\e ~or 

consolidnlcd Fcdcml mcomc lax return wtth I3J~r~shlrc \-. !_(Jan lossos wns- SrOG,422 <ll ·pec€-1mb~r 31, 1972 nnd , 
Hathaway Inc .. the parent company or the Bank. $674,191. ill Dccemhci' 31,,l97J.. jl . 
(2)' Investment Securities _ " .. 'Its) Capital Funds . ', ,

1 
-·~ •• .• 8 

The appropriate market v~lue of invcstrncnl secu~ f c ·• ,, -·- ,., On Aj>ril 1.2. 1971, C<lJjtlitl' lock wns incrensctl 
rities at December 31., HJ72 nnd 1971 was $72.mJo,ooo · I' 1 " $3,000.000 by n transfer f'roift Sllfl; Ius representing the 
und S64,042.000, respectively. 1 11 /•'\-pnr vuluc rlf150,000 shnres .. ,.issued.in connecliOJ_} with a 

Investment securities \\'ilh u book va[ue of '2 lh !'or 1 stock split eflCcted in lhe form of u stock ,;; 
SlO.DaA,639 and 59.136,472 nl December 31, 19?~ "'·'d ~ · 1 tlividend approved by till~ shureholders ,on 'January 
1971, respectively, were pledged to secure puolic lZ, 1971. · IlL . "· · 
q~posits unci for other purposes. t . ,_ J" "' ,--;:;:. ---
(J) .. Loans ,(7} Reclassifications ' '' 

1
·: 

" ~l I ,, 
Certain items· of expt;nse 'm tlw 1971 cpnsolidnted Loans have 

52.226,579 ond 

been reduced by uncmrned discount of 
51,93~,534 on December 31, 1972 and 0 

1971, respectively. 
(- tJ? 

21 

statcnl~nl or incomo have been rJ~cJassilied to conform 
II 0 

to dnssillcations of similnr items i,n 1~72. 
,~· !I 

0 

'\;,. 
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IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS 
OUE TO ~OOR PHOTOGRAPHIC aUALITY OF THis\'oOC,~MENT. 

,, 
·I 

,, 

'I 

\\1 

\\ " I " 

\\ 
' 

...... '-' 

/1 
it 

t ,1 
" 

t'i 

" 
c //. 

1/ 


