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offices of the flvm of . Frank, Rornstoin, Conaway and Geldman, 1300

.:?

'MercamtmLa Bank anﬂ’T“usr Hullﬁxng,_) nmnkinﬁ‘vluxu, Baltimore,
Maryiang 217 01, in whxﬁh fiym ?mhqrt M. Goltman,'the Brosident: of tha

Company, is @ paxﬁn@r. The Compiny . puym no xant for the said officen
o | < %

an&, @xﬁgpﬁ For o 3t in legal and bookkeeping acLivities, nn]ye&lmmxed

'opg%ar.nnhl aebdvi ‘Jo of the Company talke planv thmanln.

"

B. _As.ocmqtod Reteil Storaes, Ina,

=

& @
W

" fhe stores oporated by asgeciated (see ITEM 1. . BUSINESS)

.”

crange in size of floor avew fwom npwrowﬁmatelthwQ ﬁhousand 62,000ﬁ=.

2

squatésfeat:tc npproximatalv fxfhy thousara (SO'OGO) squ&ru fget\

Tha LoLaT £loox ared of al;_oﬁgthe~étores 18" approx&maLeLv seven

hunu“od fiftv thousand (?SQ’OQO) squaxc fe et v ;

R

7
- "

AsrnciaLeﬂ owWns. Lbﬂ Land and 1mnrovemerks of onlv five of*:
its ptore luuatlon&, all of which ave. Jn Chlvugo, MllWaHk@O and
Philadelphla Onu of Lhan lovutvon ¢ however, is the subjeat of a

.h3npan61ng cnnugmnat*cn p;oceud;ng.; (aag-lwﬁm L. BUS 1UF‘.!and”iTnm S

'pbmnxnc LEGAL PROCEEDINGS.) 'Its cubsidiary, anbedf, cwns the land

and‘xmprovaments_of one Loro location (in thcago), whxch premlaes

[r)

e 1eased to AbuOLlaLQﬂ fov the Iafter'sfoncratmcn‘oﬁ a store, Asso-

B cn“t d Jeases its xéymiminQ'"tha lOuthOﬂu; for terms explring on
3 ) S :

datcs Erom 1§?? Ln 1%au. Ona taxg loo t?on 15 lessed en a month-to-

montl basis| {nae‘ITgﬂ b Pﬂ i §G=LHGRL_FRGCEEDINGS.). The aggregate

*_“nnuul mmnxnum rental paid by A& ociated for the stcre lom t:ona which

it leaseo ig appvualmatelv $1 450, 000. ‘Moat of the 1ease5, however,
prov;de fox thu paymcnh Qf addltlonal ront bas od upcn the volume of
| salas at the partlcular 1ocatlo§, and a few provwde for thL payment
by Assoclahod of apleCdble real estdte Ltaxes dndfor other vrpen%e<
Thp furnx%xve and ixxLurur utllx el Ain thb_qtoreq are tnn&urdt red -

J and, in Lhc op1nxon of the Compuny, op;esent @ mwn Lmuam Jnveﬁtmont.




cyeeutdve, baying aud admlnuutthLVu affmca
. . - o -"‘ 1;
are 1(\0.:1&:(3& in o hew Youk G:I.f!:y‘ warchonse {oon Lj‘_‘}_‘j} _,»‘ US‘INT“ ) leased

"
'

b Aseont@ted for A horh nmpwanug wiv Dactbwe 31, 1W741 Asuociated
Chas mede no dotcamination as Lo whekley ﬁhw laase will"hd xanéwad.
CThe warcheusa hae a {loor arean pffapﬁro nato]y onqhty thousand

S {80,000} scpaara foot, ,ovmztmﬂ ledses an add1annnl LfDlNG Ehousand

3 b“ * L3 n ‘ - ‘” . . n R .
(12,000) square feat of floor arca in a_nmarhy building.

]a CFashd ou Outlet quhnm ihv'pxew WG up&n‘whichmit operates

its one rebuwl niurc. gpiumhlu.has ne indep Lmﬁent operating 0f£¢vcﬁk

(3

" and oens o facilivies; all of Colunhia's q;an1t1us are conducted by

i
RS

o .. L E o : _ s
Wayxxon m. Euffutt, it regldent and the tharmau-of its Boaxd of

Difecﬁara, from his officas in Omaha, Nebraska.

CILSH 4. PARTNDS AND am.‘.mmml:s.

o
A. P*:wnto . _ _ ) _
As, of Nebvuury 3,'1973, Wafren B Buifutt owned 39. Obnl'Of
f?he,Tﬁmpmuy'. mmmnn staak; Filsﬁ Hanhattanﬁﬁeu#(of whlch Davxd
'Gottgszanqwﬁs and is a qmnprai ﬁnrknu“) hul&'of rhgatd ton perorht
(L0%) of that stock: Wheelet, Minges and Co. (of which Charles T,
Mungas: was aﬁdwfﬁ'a qene&@l paxtnex) owned ten percent (10%) of that

stogki and Susan . Hufiuuu, thb spouse of Warren_E‘anuffett. owned

three pe rccnt (3“) of that gtock. (See IMi1 11l. P?INPIPKL SFCULI Y

IIOI:I'H'.»: "t‘QD .31._,("._133;1! ‘l‘Y IIQJ.L!'ENG QF W}‘Ll{f&(} Z\EEN'.“ and ITE!J lﬂ_ey DIRT‘C"I’ORo OI‘

| e e ———— by b ke

RLPJ“”P’”“.): FL:rn Munhuuaan Co. ﬁhdxwhuulﬁtf‘Mungex-& Co.. @ hch dig=-

claing ‘any statuy which would causd it ta bo deened o parent of the.

2

Campany . y _ CoL Yy

Y

-Ba._SH?Jididrlﬁq

——— it

The Company owns one hunur;d purccnt (100%) or the l‘Su»d

and outﬂt“ndmng votnng socurities of its subsidiary, Aaaocl9t?ﬂ Retail

o=
=

s
iy

*;This‘fﬁrccnthgu was cumputea wnthmuu taking into amcuunt Hr. nuffet'
intevest as Sruslee usdey various Lrust instruménts in certain sharcq
of ihﬂ Uompanv GOQORUDeT) stock, and his intorest in curkain other shdres
of uh stoek as a result of the lpterest in those shares of>a nember -

I'amﬂy‘ See T‘l“:ri 11, I‘“Tz\(‘ EPAL SECURITY MOLDERS AND SHCUR :r:q:\:
300 DANRORMERL S T ' i '
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Stoves, Ine., an Fllineis corperation.  Acspciated owns cnc"hun&xod'

purcvnt (IQD%) of the issued anﬁvoutatq%ding‘vutinq QCHY\&&Q& of ahﬂ“

* three ub .\5urxa : - Anbea, Tna., dh_Tilinois'carpmxgtaun;.ﬂmiumbma

)

Eusuxaﬁuo L&\pahy,-n Nobhraska noxpoxgtign: pnd Fashion outlet of -
Michigen, Ing., o Michigan corperation. Asso atoﬂ Anbcc and Pashion

Outlet age included Sn the consolidatoed fiﬁunclul.mtatements of tha
. o ’ i ) ‘JJG’ . ‘
'Ccmpanv, In accordance with Ru1e 4. 09 of Rﬂgulat1nn X, pxomulgaf-ﬁ

!

by tpe'ﬁucur¢xLa and chhnngc Cammm sion undcr'nho Seunrntmuu anh\uq

mnumbna i3 not 50 cénrolldatud,
As of Pebruary 3 JQIJ,, ssocjated.b&ncEiﬂig}I& awned -

appxuximatoly ll'GS&'cf the common stock of Blue Chip “ﬁamﬁOYJher@inw
P Y
afLur chcrrod to as “hJuo Chip™), a Cal1fornma oorpoxaonu;'Columhwa

3

beqcﬁlc alLy,mwncd appronlmatqiy - 93% of LhuL 0100 and uarx@n E.:

MRS T
',‘s 5‘/».

gaffetio {wntﬂ.n sially rmm.c'l aprr&:*).\:.ﬁmu. tely 10. 85% of »..hat. stoc:!\ .

S that dﬁtm} the ponefmc,ai ownership cf_that stbck_by*mr; Bu[xctt and™
e 8 W .
his-ussociates,‘1nclud¢ng A suv;aLud, Columbia, National Indemnity,

AN

_National Firé'and Marjnh Insurance ‘Company (aiwholly-owﬁea.snbsiﬂiaxy=

of Bevks hlre), Cornhuakem Cd ualty Compauy, ' ake]ara rlre and Casu

'iﬂaltﬁ'Company, Tuxn" Unltud Insurnnc; Comuany and Homc and Automohlln

3
i
£
-
i
i
!

Insurance Cumpany (each of which ig a'wholl},r-ownecl stle'Lda a\ry of

ii.\lcz’c.:.onnl Indc.mnu:y) aqqregdtcd approm.a.m'u.e'l.y 46 76% of the comuon.

"

s‘rcat,li of Blue (.h:Lp., .l'.n adc‘u.a\on, Wheelei, Munger & Co. ‘(oi: which
) .

‘Chmrles "y Munger 15 a Quﬁbrax pdrtggr) bwgpd henu£301q33y on that
WL -#{3 :

duLc hppraxxmdté&v LVOn parcunt (7n) oi that stock, dnd D“Vid S.

Guthnsman, a guw fdt hnur O 1 13b¥ﬂ&rh%}udn Co, , Owned bonof;c1~

ally ,ubst—mjt ially )" £ £hat stock. ‘l‘he
(i ﬁ%y ' % K 4

R,
3

Coﬁpany M, Builutf nnd each or bis sawd a.,O‘laLe@, ﬁhea]ur Munge“

& Co., and Mr. Gottesman ﬂluclaxm 1nd1vxdual and, jOlnt conLrol oﬁﬁf

Blue Clup. S ?f' L *"a_‘_ -

=

Prxox 1q March:14 1072, As ovlated owueﬁ approxlmatjﬁy




A
wu:iiﬂurniu o pOTa turee 00 Shdie Ge oy Luspciated cachangud oll

'th'nniﬁ_ﬂha:ﬁu for 36,000 shoaos ol thn common stock of Blue Chip.

Nexun@r thm Camnan? ATARN Assuciﬁted and its :uh idiaries had any

i

ntorast in 'I hysfemart, Inc, os of Pebruavy 3, 1073,
Ls of Fobyuary 3, 1993, Lhﬁ Ounuany-ownud ben&fi@iully_

& '. . - ' . § [ . . N
approxinately 2.60 of the comam s Loah,nm perkahire, a Massachuselts
cciporatinn; Aage ol owned h@unficiaélv approsimatoly L.537% of that
sltei ;'&ﬂﬁ‘vulvmbﬁh“uﬂﬂﬁﬂ'b&HEfJu-ﬂllY upbp roximahely 4.87% of that

o e I

StOni In nrd¢U¢un, i thal r~to Warren B. Buff&tt3amd uu sin s

Bufiatt,;hia":pouwa, ravwoctlvvly nwncd bwLOClCJMl7V approxmma#clv
33,34% and approximetely 2059 mf chat qtv~if Thc Company , esoquted,

Ay

;calumhxa, My, Enffett and Mrsh maffatt d\qclaxm_Jndendugl and/or

jaint cahhu of Be rhﬂulxc.-

fid
gl

xray 5. PENBING LEGAL PR.CF}""‘ TI\‘C- .

Wi 1h tho 4o Following J‘Gﬂﬁiiﬂnup r.ﬂ.-lw.-x:-1:hanm:dw"n"’:.-'?t

o "y

roubine litigutmuﬁ’mncxduntn& o the buaiuer~
Cand Associatad's subsic iari-ﬂ, none of “the said ¢ upanlev are perLP“

C,\

o any m atex' 1 pending 10ga1 pvﬂcncdlnq aﬁﬁﬁ§9qu of their preperty“

& g R St B ) .

gy Ehr quJucﬁ Lhnrqu: wa; l fﬂ_;a . | W

0

‘“rﬁ?%-ﬁ},; IBJB—Jll maxhct %hte st Philuﬂelphia, Pannavmvania
;umatod ne ns hhn 1mgrovnd real property located at 914—

LN L . . e . &I‘ i . . .
0L7 Harket Streetf Fh;u:l;ﬂ;delphlatf Dennsvaanxa; whors it opﬁraies
ST ‘ _ R

i.ltuted

ot OF itm‘xmruml anm;cd. Cmndwmnatiqn mrocendiugs were i'

.

.dgdAth %nat propexty JY Lhu Ph1Ladclphma )ﬁnuvmlopmapf*hu hority

on HMay 21, 1&70J‘kn th* Pourt oI Coruon Plcgs or Phllddchhla County,

3.

1

l {
in WhLCh phoaeodlngq Aswoc ated challnnqod thg rmndﬂmnatmon. Assoc;ated
 hvf contlnuou to ocrupy the prenises and to operate the store thurcon
'durxng tha COUrs & of the conuemhatlunnp;qceedlnga, as it has since

A\\'f:., i _]- Lt

#“

=
L

*In Dexkshire's Prﬁ"v Latwme Ak for Spa0¢al Mochnq in Lieu oLJAnnual
Moating of QMQCanULuth, dqt“ﬂ Harch 30, Lav3, x is propoesed that Bark-
Mhnla ramncorporaLn-uudar Dulhwano low by mean" or a statutery mcrgor
into & newly oryenized, wholl{-owned Doluwane ubs diavy. The said
wmeeting  wis “0 bo held on bay -1, 1973, :
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_ 19%1.~_7.‘\; thnuaxv 3, 1973, the »aal property and the inprovemants =

~n.WvLL wtjil ‘d R Lhﬂ bm:j; af Auso ciawced at a net book value
% = . . : :

.of-g M ,.'530.

T B

i T S A T P

SRR SR
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P T

The,rhxladolphma RQdQVGLGpMLﬂt huLhor;Lv has pl id into

coult thu gum of 91 340,085, rvpru ntlng the Authomxty's estlmaLo
-_‘\A «-,t"l : .
~pi":what mount woa1d COﬁii&LuuQ faxr compcnhgtiqn o nvsoc1ated fox -

\w

the cﬂﬂﬂamnntaou. hsaacndied Loccntly has agreed infozmally with- the

4

'hu QO“LLY to. aopt that swn plu an addm;monai sum of $1.34,809.50
(tow a totul of ¢1,4.u,)04 50} plug &érta%p.ﬁther-CQnsiderdtibn; in
T .

exchange fox Lt aqreeREﬁt to wi ‘hdrav ity challenge of the condemna-

“tion. Whe tnxﬁwL consumma%lmn of that agreement is pending. (See

' w
XTEL s BUSINERS mnd PR m3u PROPPPTFLa.)

B. quwoan Jnjuxv: sud L

hss ocxated is a deicndant inh a eult instituted in tha Court

-0 :\

- of Cu nan Plom; of Ph;lud'lphwa County, Pennqylvanmq, cla:mlnq approxi-

\‘\

nately $10 000 avtual and 91 000 000 punlLlVC damagoﬂ for: a personal

injury sustained hy a cuawamax-of onc of nvauc;dLed‘" Philadelphia“

stores while in ﬁhat-sﬁore. ‘the & vlt\wav 1n$tltuted noxe Lhan five
_yearﬂ'ago. hssog aLLd‘, insurance nrr:er is defending the acLlon,

bun has notlflud hueoclatoa Lhat, under Pennsylvanla laﬂ, thc insurer

e it

hdo no|llhb;11tj Lndel Aamoc ated'b pOlle for punitive damages.

5

Associated‘s coungel in the samd llclqaLlon LB of the opinion that

the likolihood of a recovery qf“punitlve ‘qamages by the plaintifl
@ _ a reee Ok > damages |

T

therein i.8 cenota. :
S {)0 [T

*Aa&u iuLLd oparﬁtca another of ilts stores on pPromises located ab
gas Lerkebt Streel, Philace lphx . Penns ylvazam, which premiges are :
leasad by Assomisted fron ‘¥he DWNiladelphia RKedevelopment authority on
~a montd- Lmeomuh bagis, Thn Authority: took title to the real property
‘and merDvmenu 3 at th% Joaatlon from Assoaiated's former landlord priox
to the bheginning of the iLJval year ¢nded February 3; - 1973, following
- a condemnation proceadmng in which Pu5001atcd, as. tenant; had chal-
lenged the condennation. Associated's participation in that proceed-

ing terminated px;or to the beginning of the said flscdl year, (Sce
"ITLM l BUSLU&u and TTu” 3 P?OPPPTILS ) v

o
o
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ikle ol _elass - Numh 2 &f rocord bo Lders

Divercificd Rerailing Co:, Inc.
comman Block, par valuy §0,0003
pax shape '

TOEM 8,  EMICUTIVE o;-r-'_;r TIRE QF THE

Age £f¢oc(*) hcld
Waxren . Builotd . 42 - Lha;rm n of the Bonru of n;r@c orb
Robari W, Goldwoen (b)) - 50 - Prasident; Directoyx B o
David 8. Gobhoraan o .40 vico-Fresident; Dircctor
Ch:rles T.oMunger a9 0 ViceeRresident; Dirccton
Chacles o leidoer ooe o 46 pirocton ' '
Max, Li. PLumannul (k) : 32 T Secretaly o
Lauxy C. Cummxugs {12} S 29 . Treagurer; Assistant Sacretary

=

oM 4, lND‘“""“‘“C‘\'.L‘IO" o n‘mw"mm,.« mm‘ OFPTOERS..

Tha Companr h"s ne chartum p*ovisian, by~law ccntract.Or
-aprangoaant. uhacz ox puxsuani to which any of . its ‘Directors or Officers

axe insured ox Jnucnnltxcd in any nanner against any lldblllty which
Cmay be incu*aud in thc x cap4c1t§ as such' nowevex, under drllclr 23,

I

section uﬁ of Lhc Annotah ? nge“of Marvland (1957 ed., as amcndea),
'th Lumnany may Jndemnliy qng DJVQLLO}, DfilGOJ, cmplovce or. aquvt

omuhuy kquu t Ly L\UQﬁmNS or llahxllty ‘incurred as a result
o

ad lulih po:j rm¢uu0 of duty in such capacity, subject to

i

vgrt'zn cestri 1Lon upon 3u¢h inde rmlfncaL;nn

.

which are provided

“in the said statute. _ . _ - o o

K »/’:‘ )
mi!

-

b
)

(%\ The 1nfoxmatw0n i given as of February 2, 1973. .

(h}{Poth Mx. Goluman and ur.~hlumenLh¢1 ame paLLnacc in th@ law fer

oi I“anL, Bvrustexn,“Conawav and Goldman, 12300 Mercantile Bank and Trus t
.Bunldluq, 2 Nepking Plaza, Baltimore, Maryland, “which firm represents .
the Companv. Mr. Blumunuhal badcame chrotaLy on March ), 1972, £ollow—"
Cing the resignacion, cifective wy of that date, £ Ronald M. Shapiro
nonm that offico.  Mr. Shapire wis also & partner in that Lixm uutll
This withdraval thorcfxun on, March- 31, 19!3 Mr. Cumnings l an
Vc.-_n'.;‘\;h)y_a.:'.‘: ol tl‘..lt’ f:..Lrl. |
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DISCLOGTIRE® i 11e asove pace 1s ése'ciian rian nis sATemei. imss

om0, PITHANOTAT. AMRTLINTS o - }““ ‘.l‘.-' LIPS PTTRD, o
Ao Finmaoial stityrenta T ®
I\_ list of the Finunalal statements and schedules of =
th C‘omp..'aﬁy of Z; ruoc:i.atc d, nd/m. of Agsoc :‘.u*c,d"' subsidiaries \-.*h,i.cl_;- _
A m ’ v
ave filed 1~c.3.c<wmtn n.xmed:.al,elj, precedu those 6oc.umc:ntq hm;cun. ' ’
B, 'Ex:hibi_.'ts ftht‘ L . N
- § -
. . S
‘3.\:.11.13 A 1\‘ Lonruuwtz on of @arn.mq pex _shage %
Exhih.."..'i; Re C 1972 mmual }cmo'ct oi. BJ ne Chip Stanps e
. ) . . _-.1_-'
Rahibit C: 1972 Am‘.ua.'l.___l}jg_;:or{: of Perlshire Uathaway, Inc.
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CLARY X1

e 1l PRINGL PO SUOIROYY PELDERD .i\ "D SECURTYY -
mww:-ﬁw---.o-.v,m‘ = !. ..'.:(.‘ ., 5 .;:'; : .H»-m-a- . " .

Tensl I TRy . s PR [ :-.\ﬂ-;
YW e o e W R e . o
1

»

. J“"Jin‘“i_“u ,'..LL Coly ﬂO'LL.‘t‘J“‘

: Title @i - Type of hnmunt o - Percent
,Namb and 'uc* esg . olacs - ownershin o o ncd (q) “of clasg

A

Wargen ©, Buffent Ccommon’ record and a90}07a (k) .39.,01%
5600 Yarnan Strect - beneficial " & VI '
tmaha,  Neoraska R o F CaaE e

o B
v

rinst thhrttan Co. . colmon © gecoxd gnly: 100,000 (c) 10,.,00%
ow Ym:}:'
acler, Munaer & Co. comaon . record and . L00,000 (&)
' woutn'ugrinq R ' beuuflvsal L
Los Angeies, Cali-
Loynia, .

Ha) 'l‘he_ :um*mdtic:r

(b) Thiw Mnmunu GQQS;HQu 1ncluﬁa any of the £0L10N1ng hareq of commona
s*og..‘ 25, Lo wh&ch h¢5 Bufieit disclains the benef xcxal ovmers hlp‘“

X (E) ?3 119. hakg held by a.member of Mr.wuuffett‘s immediqte:
inull\; ST RN _ . ' S R

; .
7l .

‘“_”1 "(55} 3,732 shaves held.in trast under the Last L Will and |
TbsLaman of Hmuarﬂ H.-Buiiett, deceas;d as to whmcn Mr Buffett is the
-trusta ‘ L S T H By

- (iii) 552 shares-held in egual amounts in thiee trusts, each
'ol which ds foxr the henefit of a nember of M. Buffett's famidy, and as
A0 edcn of- which hc is a cgwttu tew; ' . :

(iv) Z,Jﬂﬁ shares hoeld in three equal amounts hy Mrs. Doris B.
sister of My, buffett, ag Custodian undsyr the Nebraska Unifoum
Hineys rot, tach for the benefit of a membaex oi Mr.. Buffeti's
G S

_ o (v 4R s‘ﬁreo hin 1 in oqual mount in three trusts, as
Cumh'uﬁzu.i it M, ruifett is a o—trurtce. -

fb){nav“l G Gotbr¢nﬁn, a hirector and cha~Preuldent of the Comﬂany
(and a general pa e of Firs t_Maﬂhau“;n Co. ) heneficially. owned 35,000
of the suad 100, Uﬂﬂ shares., An additional 5,000 of the said 100, 000
shireg; arae hald in frust for the henciit of ccruqln menbers: of Mz.
Gatteth: o mmmodmate family and an additional 7,*“6 of the said
100,000 sharbs are owmed beneficially by a member of Mr. Gottesman's
meﬁdxabc Lamily ., Thc remaining 52, 204 of the. said 100,000 shares are
awned beneficially by other paritners of the firm or Lhoir personal
representatives. dr Gotteswan disclaims tho beneficial ownership: of
the shares held in the said trus L and of thb shares owncd hy thc mcmbor
of his- 1mugd1atc Eanilys S e os

) as a qanoral nartnar of thglpz Hunger & Co., Char]un T, Mungex,
o Dimector and a Vice~Prog sident: of Lha ompdny, possessed an interest
in the said 106,000 shares. S

DUE TO POOR PHOTOGIIAPHIC QUALITY OF 'l'I'HS DOCUMENT.

R " : ‘.-' [
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D |sc ¥ | U R E IF THE ABOVE PAGE 1§ LESS CLEAR THAN THIS STATEMENT, IT18




B. oauvitv.ymﬁdmvﬂa of mﬁnquMﬂhh

Titlc of ¢ 1493' : nmw1“t'beneii “Lly 0M1nu {e), Percent ol oials
’ ’ ' N = N i - N . - : . . . . L:\
Divex inweﬂ RDLqu~ : o we J _ - _ S o
. R “

\\ i ’ J.l C_I C« ‘a0 J.Il(.« - . N . . ;."_f' )
. g e . cch““(>1.1 8 tCl c]“.‘ ’ ]}:a)d R o . :’4 - Y . . = .- ot g .,:f.l 4 S : f;‘;
' - walie 0.0003 pex Y o S o P : _ - _— . 7
share (.(.) . 425,0 75 (g) | - 39 518 S
. & . ‘,!5 ) ;
§ Undex the partngrship aqxeuwnnt nf First NhnhuL tan Co., ’ '
3 . _- [ - .
£ i : . #
k- Lhc Fivm p05b6w$h oot awn MOL\NU rights as to Lho LOO 000 ﬂﬂaxc of

i - . Pt N

Lhc Company 's ComReN 9uor< Jthh“thL firm uwns 0£ recond and whlch : .

i bcnmflmiallf cwned in various nﬂoUnta hr cawt n aaatners Lhclomn, R
‘ ) Y

- el

£ | ' membcmﬂ.oﬁ-their immediatﬁ famllicS_ox pers nnal repres jantative o,

P

{See note (c) to th& [Cﬁnp) o " : : _ T

S P

RS

]
vt

o

I (e) °'3ject to the ex cephléﬁs indie ated in note (g) to this Itom, this
-  column indicates the nunbey of shares” of the cofmon stock of the Com-
N opany hannu.c11'3y owned dixectly or indirectly by all ‘Directors and

= £flca1 of Lhe Company’, a¢.a group, as: of Pebruary 3, 1973,
o : : Y 9
. \\

(f) Thu Company has no: othux alags of equmtv gecuritics. UO pirecton

or Offiicex povbesqes.tho bpn&leLdl ownership-of any share ox shareg of y
equity scourities of the Company's Bubs idiary, Asscociated, or of any’ 6ﬁ?-

Assoclated's s Wweidianies K

{(anbec, celumbia and Fashion’ outlet) . AS - o
- noted wnder TIEM 4. PARENSS AHD SUBSIDIARIES, the Company, nQJOﬁlaLed Y i
and Columbxa Gach disclaing cont1oi oL B‘uc Chlp- ' _ ‘ o 5’ ! _—

(g} This amount does not mnclude
. stook: T _ A 4
. . . . - - : .ay

55 .
any of the £ollow1ng shares of;commonﬁ' o

]

R :
(i) the shares refurtcd to in notes \b) and {d) to ths ; 5
Itcm, whlch nohov are lnLOLporafod cl?ln Ly rclcrcnu E . : - N
. Y &
e . (i) ene 5,000 shotes hcﬁd in trust for the ben fit of "El"‘ ? ﬁj
. tain smbers o; ey *Jd g, Cotteshnn's ilmnediote Lfamily and the 7. _ ST
. shaxes ovied b'“h{lﬁ Lally v o enbal of MHx. Gottemuan's lmmndquL Lo ok
- Fawmdly raeferrad o iln note (c) o this ttym, Vhl?h note l“\lﬂ001pﬁrﬁt°a R
4 - hexein by reference; unu 4 , _ ; . - i
R ,IE S st . n"/ [SEN o Tt i
; - (Ill} 577:5ha e ownod borof:c,allr by a apenber of Chaxloa T C
¢, Heider's jumediate ! family, individually, and 370 shares owned

doider's: 1umcd1atg”fumlly as.-. Lustodwan
ipmodiate fanily, as to akl
digclaims the

benaficially by @ mcnbes of M.
* for wextain other mewbers of Mr, laider's
of wvhiék shares Mr. Hnger,wa Dl“ectﬁr of the Company,

¥ bcnetlalal ownexsh¢p.~ _ o R e v
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A%, D n:"”ﬂm"‘ OF DHL RECISTRMNE. -
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P*"n of Lhe fcliowinq pgrsq;y_,urvca as a Dirnctor of tha

eyl '

Ctexm of offima of cavh auch w\chLor c&p:rad wn rubruary'ﬁ, 1973. the
:441 meot:na of sLochho]dovn.
b

dote upon vhidgh thu;Cmmpany hald
rai another full texm as a.

Bach of the ﬁaid'meSGnv'w 187 X

\ane Lor ., wmioh v el vllL c“¢¢ao on‘;@b u41; 5, 19!4

P
’ el h - 1 iy -oh )
A Hﬁmi““ &, i :U@aﬁgv & j&“

R Wavven‘L~ puifett: is Lhc Chadr TAD or thp Board oi Dlrecxor

of the-Cdmpﬁnyl-haVLng-hali 3 ﬁt n£f1P incm bhv Lompanj oxganLaatwdn

8

in 1966. Since January 1,N19?0, M. Buffett‘ - principal o"cupatnon
husuéonSistcﬁ”of'the aking of pex ;Qnalainvestmants. puring the eight

i

g,

YCArS plmmr thrcgo, his principal occupation was that of general

pa;%ner oF ﬂutfott Pa lLﬂOTShlP; Ltd. Since_1970,“Mr, puffett nas heen

the Phaxvman of -the Board of DllGLLOLf'Of Ag iocintad and of Berks h*ro,

ey o A

and h@ Chatlrmai of Lhe Board of Dlmcctoru, Présidcnt and‘TreaSurer:

of Columbia. _Mr.‘Buffett is also the.Chairman of the Doard of Directors

SR s R

éf:Coxnhgsker_Casualty'company and of hatlonal Flre and ham:ne Insur nce

c@mpany.mii_’ B

B, David S.. Coftc man

David 8. Cottesman, a Dllcctor dnd a V;ccwprcexdcnt of the”

years & qcncral Daatnor Iﬂ

A

CQmeny ig and hag heeh for the pa nhvc

brn]o:»uoaiox sopeurities Jii mzoE T1L4L Aanhattan Co., & member of

pho How Yok St_c:;:}_c Exehange. IR : - =
¢. Ghaxleg ¥ Muanger w “

Cnar]vs 1. Mungexr, a*Director"ahd a Vice-President of the
Company iz and hds“b&en for the pasi {lVCyVLQI' a general partner -
. ER : “ B
in the b‘uhar—dcalaf sccurmtlca erm off Wneelul, Munger & Co.,; a,
Ty '

membar of the PdCJiIC Coast arock

-

xchange.. .

-D, Chualna r Hﬂ;dor o . T . "i R

heen:

Chdrlgu “. Heidcr, a Dlrchor of the Compdny

sinee 1970 thn Pregident ‘of Chiles, nmider & Co. hrem”lgof to 1970,

Mr.'ugiﬂar.ua. Lh .ncru*:vc V}Lc-]:uaadpnt of jret Mid hmerlca;

LR |

-.‘ Y . IF TI'IE ABOVE PAGE I8 LESS CI.EAR ﬂ‘lANI i '
. THIS TATEMENT. T
DUE TO POOR:PHOTOGRAPHIC QUALITY OF rms DOCUMEN:
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Lach conpony  is

I

) . B ’; ’ -
of the Hew York SWhook

R,

(]

itia

sg- . : . .{%ﬂu- )
Inc. a brokaer-deslor LC i

mxehange.
) "m‘i. '

ﬁldm¢n : ‘ e 4, S T e

e a4 s o ) 5 ‘J

Rob M.

Robert . _Jnl.hun, &}Dif=ﬁ and the P céiavx .ofwth@
’ PR Py

. S . . i y - .

Company, i3 and b@cn msucn July 1, 1“66,-a pmanLxmof the Marylhnd

foy

L e : i

Goldman. PO movc than f:f

Y,
o]gman had been‘ﬁ

. o law f£ivm o

]

Frank, LarnPLan, Conamny &

S
b,

.ymaré.pricr”thercto, Mf. pd*tner ln Lhc Maryldnd 1aw-m

Larm nﬂ_hyburgf Fo]dman and Wmlter, wid.ch on' he said dat
. Ei : \"‘ -
“into tha firm'oﬁ Frank, Boxn Lexn,“@ona\a3 & Goldnan. e

iy L L -
faa) ﬁ ﬁfﬁ ;i.g‘“.._-“‘ — . . C

was nexgedy. 0
RS - ETA

TTEM 13, ‘mmvw‘“m’:o‘w OF_DLRR CEORG: 7

’ = 1:;“;?3‘33; f
Capac;xwes ERY whﬂch _
romun?”aL¢0n wan ’, R

rece M'm:t _‘remuneration
. . . kil

Hame of individual = quregato e,

. \ 5 4

- or nurber of poraons
in grouapn

(a)-
500,00 o .o

Larry C. Cummings Treagurer T

N
. o - i’

AL alght Directors | T e e e e : o LY

and Officers as o gaoug o T Q o B $ 500:00 {e) .
: t' . i y g ; e :

s o _ : : o o .(a‘ S

OP'I;IOI S GRANDY D "‘0 l‘iﬂ.ﬂl?\r‘fﬂ U 'I‘ TO ]URC‘IIAS]" SBC.URI.T'I] o 5

N 'r : gl ' FIEN - Ji, f}?

# No.ne . 37’ j . o . '. . - __J ta:-.:. c,ﬁ . i - . (_‘. o N o
MAW%C NhNT AJD OTﬁqu IN“CEREAIN ”RAN%ACTIULo. B _
L fr}ﬁ ) . : L. : 1 ' e
o — LA 1 . : T = . i i + B .'! ) - . x%

Oth than Lho followmnq, there hdve been no transactions

h)

I’l‘i-".l-l,\,,l 4.

-

CpEMCTE.  INTESRST OF

P T

f i . - . o o " . o - : . . g T
: i oo . - i S
oo - ! ; . : S

(a) Subjact +o thc ozcepL1Ous lndlCaLLG in notc cﬂ) to uhl Itcm, this
column 1n61cat.u thes hgglﬁgumb amount of direct Lenunoratxon pald hy the
Comprasy ooﬁhcuhm and Associated’s subg diaries to
sons spoc ad &H a»l copacn? oS, cuVan thie Compaﬂy'v
Fehru i;g 873

(L) In
N . Marxch

Lscal _year, cndcd g

F
7z

i :—-" ;‘"

~ IR
e

I"‘ O

‘Lx-.

‘ | & ' t &
hapnxov'?LNVhf wry of ﬁuﬂ Company througn @
t}vv date of hJ” ThnlgthIOﬂ Ixom Lhat oﬁEi&é@

Iy & ng Ronsld M. To
3 2 th_e;rcd

T

e in
3y 97

2y

{e) This amount QGPb Fot lnctude Jeaal fees ln the amount of $8 450, Oﬂ
which the Conipany paild during' its fiscdl year ended Feby cuary 3, 1973
o the law firm of ¥rank, DBernstein, Conawdy & Goldman, in whlch MEsSSrs .
sGoldman and Blumenthal are and were at .the timg of“buch\pawmont Ddrtf%rs,_-_
arick in which Ronald M. shapiro (see note ta) to thv Item) was a partner
until hiz withdrawal: therefren on March 31, 1972,  Hor’ docs,thc nd1d o
amournt  include legal fets in the amount of ba 0@0 owod by the Company c
to the said firm as of November 30, 1972, and any additional stch legal 7
feas Jnﬁulxed by the Companf bptween Novenbex 30, 1972 and TFebruary 3, i
1973, £or which - amauntﬂ the said flrm had not blllﬁd the Company as &
of February 3, o973, No* doon the said amount include tlie interost of A\
‘David 5. Gottey iman, as a partnor ln Firsi Manhattan Co., in cartain HER
commhqﬂimn& paid Lo First Manhattun Co. hy one of As socmuhed' subsi
arics., Soe ITmM 15, IN'L‘I ;2135 ARSI Eﬁi&?\}hl:ﬂ[vii‘:w“ AND OTIIL‘I{S l‘?l‘CLl"['I\TI\
TRARS AC "rwa\::.:. P , T L _ o

P

- e g . ' : : R
! - - 19 - B o 5 "o Y w1 5
. . B - . . g 1 i’ . . .

=

gl T g, o
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T ¢ T
pinge tle ’ﬁlﬂul?({' . thes fiseal yc"’*whdcmalwﬂwruhhf 3, 1}
' o i - & g
j-n;uu01{1\ P pnsed. trane avr:un;..tu whlqh he Lutpany,

ir .
m? LrHUClJf 5 subsiﬁiafies was or is ~to be a

g

"

A\ ‘. N s ‘ o
hzrectéx e Tloe . Cemcanr, oy apy seonrity o
A \ 4 ' : S
R

hojuex nawcd Wnder seetion A of Item 11 Heregf, %or any”?clhtlve ox=

&

S BROWwEG OF an Tothe F mouomuf pe;acns who ha the same hcmﬁnas:suah_

POTEON OF who is a DLfQu*OL oxr Office thc Coawany ox ioked

“ssociaten‘a SUJ%L@& ag, had or 1s Lo have a

kel

ﬁu mlﬁbf%dl i?LﬂrO"t'

@ (l) Duxring Lbo Lcmouﬁy' ‘iﬁc;lineur Lﬂdﬂd TEblUQYV 3.,

,i,Jf‘n, Re nm HULRNGE Corp. O‘-?hﬁ.ii&;;. ras .‘Jm ! 111333{)) PulCh“"'ed CVlLa‘n

'““',v*LtL 'trade& @n_“ﬁo ”ew York ““ouh’Exchan?e &ﬁ.ar@urcnase price
ES ' : ‘

ﬁﬁqrﬁgo1lrr gpploxzh rBYSEuC CDO ~and s DLQ certain
o
BPPYON 1maL=ly 7*-{ ” “TnOO.“tran

1 . o
.

h. ’

“Eirst n:ﬁﬂattan (;".‘c;‘..‘r of whlch Davmd Sﬁ'Covtosman isc
&7 ] . \L\\ K
‘acting as b'akwr'for-ﬂci gurance COlp. of Hebx a¢

e : S

3, dived by Firs st, Manhattal Co, :I-rz col mm,t'a on with the
i S

. o .
Lulo& dnv?0$1mately $1.85.005 ’ ’
7 . . - -

-=¥*_ cere'qetern Pnod by tho applic t on of therprevailing
¢

1\'ng tho Lompang‘v*fiscal \@ir ended February 3

: 9 i S i 1
3, Columhia acc cd relnqu ance contxacts ixnn hhtlondl lndcnhlty
tuiret“ is the Chairman oF the BQaru of'Dlrectors,

ans ﬂrmf n in:the approzimate anouwt of $1,800,000;
.x_\.\
wnmwy is pamd cculng,cqmmisalons egual to kppLo.ir ately

W

B : ) is : . - B N - e e g : - et - b
st sﬁszard commissions, | (Sse ITR L. BUSINESS8.) 'Thoe
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'ANNUAL REPORT ON FORM 10-K
ITEM 10(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 company) Tor the fiscal
years 1973 and 1972 are submitted herewith: X f)
Consolidatéd: 7 o

Consolidated Balance Sheet
Statement of Consolidated Earnings - s
Statement of Consolidated Earnings Retained in ‘the Busiress
Statement of Consolidated Changes in“Financial Positiomn
Notes to Consolidated Financial Statements °

!

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

Schedule*I Short-Term Commercial Paper, Marketable Securities
‘ . and Other Security Investments
Schedule TIIT - Investments in Securities of Affiliates
Schedule V . Property, Plant and Equipment :
Schedule VI - Accumulated Depreciation, Depletion and Amortization
R of Property, Plant and Equipment.
Schedule XVI - Supplementary Income Statement Information

_ All other schedules (Nos. ITI, IV, VII, VIII, IX, X, XI, XII, XIII, XIV,
XV, XVII, XVIII and XIX) fotr which provision is m&de in the applicable regulation
of the Securities and SExchange Commission are not required under the related
instructions or are inapplicable, and therefore have been omitted With respect to
Schedule XIII, the information applicable to the consolidated subsidiaries has been

omitted as they are wholly-owned and the answers to Columns G and H would bé ' noneﬂi

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

Balance Sheet : :

Statement of Operatlons

Statement of Capital Stock and Surplus .

Statement of Changes in Financial”Position

Notes to Financial. Statements O

Schedule I ~ Bonds o

Schedule II Stocks - Other Than Stocks of Affiliates ‘

Schediile V  Summaty of Investments in-Securities - Other Than
' Securities of Afiiliates

Schedule VI Investments in Stocks of Affiliates

Schedule VII Premiums, Losses and Uhderwriting Expenses

Schedule X Income from Dividends = Equity in Net Profit of Affiliates

Schedule XI Summary ‘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
required under the related instructions or are inapplicable, and therefore have been
omitted. The information required in Schedule VIII is included in the notes to
the financial statements of the insurance subsidiary.

' Therfollowing éxhibits are.attached and made a part of this fiiing:
Exhibit A" - Computation“%f'Earnings Per Share . )
Exhibit B - 1972 Annual Report of Blue Chip Stamps
Exhibit C - 1972 Annual Report of Berkshire Hathaway, Inc.
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ERNST & ERNST . - Rt
ONE HORTH CHARLEDS

) BALTIMORE, MARYLAND
B 21201

fr.l

Board of Directors
Diversified Retailing Company, Inc.
Baltimore, Maryland

We have examined the financial statements of Diversified
Retailing Company, Inc. (parent company) and the consolidated financial
statements of Diversified Retailing Company, Inc. and subsidiary for the
years ended February 3, 1973 and January 29, 1972, and the Trélated
schedules listed in the accompanying index. OQOur examinations were made
in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records arnd such other auditing
procedures a8 we considered necessary in the circumstances. We did not
examine the financial statements of Associated Retaill Stores, Inc.
(Associated), a consolidated subsidiary, for the year ended January 29,
1972, which statements reflect total assets before restatement for the
equity method of accounting, constituting 937 of the consolidated assets.
These statements were examined by other auditors whose report thereon
has been furnished to us and. our opiniqn 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 the 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 o
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 opinidn expressed herein, 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,
X . N

The report of the othér auditors on the financial statements of
Blue Chip Stamps (Blue Chip), an affiliated company, is qualified with
respect to the resolution of pending legal proceedings referred to in
Note: 11 to the financial statements of Blue Chip, which statements are
included “as Exhihit B to this annual report: on Form 10-K. The investment
in Blue Chip is held by Associated and “its unconsolidated subsidiary:and
is carried at cost® plus equity in undistributed earnings, which at
February 3, 1973 aggregated $11 834,000,

. In our’ opinion, based upon our examination and the aforementioned
reports of other auditors, and subject to the effect if any, on the
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

g
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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, iu conformity with generally .
accepted accounting principles applied on a consistent basis after
restatement for the change, with which we coacur, in the method of
accounting for investments in affiliated companies as described in Notes A
and C to the fimancidl statements, Further, it is our opinion that
Schedules I, IIT (subject to the effect of the aforementioned legal

proceedings) V, VI and XVI present fairly the information set forth
. therein. «
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ERNST & ERNST

oY pRaE DR e L

Baltimore, Marylénd
April 23, 1973
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To the Board of Directors
Assoclated Retail.stores, Inc.:

-

We have examined the consolidated balance sheet of - :
ASSOCIATED‘RETAIL STORES, INC. and Consolidated Subsidlaries (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 ended. Our ex-
amination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered neces-
sary in the circumstances, We did not examine the financlal state-
‘ments of Reinsurance Corp. of Nebraska (RCN), an ‘unconsolidated sub-
sidiary (Note B); such statements were exam ed by other certified
public accountants whose report thereon has been furnished to us
and our opinion expressed herein, insofar as it relates td the in-
vestment in and equity:in earnings of RCN 18 based solely upon the
report of such other accountants. The investment in RCN aggregatad
27.9% of consolidated assets at January 29, 1972.

As described in Note C, the Company and RCN have invested:
an aggregate of $10,009,626 in Blue Chip Stamps after giving effect
to a March 1972 transaction, this amount represents U47.6% of con-.
solidated stockholder's equity at January 29, 1972. We did not
-examine ;the consolidated financial statements of Blue Chip Stamps
as at March 4, 1972 .and for the fiscal year then ended; such state-
ments were examined by other accountants whose report thereon has
bean furnished to us, Such report is subject to the effect, if any,
of cértain legal proceedings as to which counsel is not able to pre-
-dilet the ultimate outcome. (Note c) Our opinion expressed herein,
insofar as it relates to the 1nvestments in Blue Chip Stamps in-
cluded in "Other security investments" and "Investment in Reinsurance
Corp. og Nebraska" is based solely upon the report of such other ac-
countants.

S

In our opinion, based upoi our exsmination and upon the

~aforementioned reports of the other accountaents for RCN and Blue

Chip Stamps, subject to the effect, if any of the legal proceedings -
réferred to in the preceding paragraph on the valuation of the invest-
‘ments in Blue Chip Stamps by the Company and RCN, the arorementioned
consolidated financial statements, which do not appear “separately in
the Form 10-K'.of Diversified Retalling Company, Inc:., present fairly
the consolidated financial position of Associated Retall Stores, Inc.

. and Consolidated Subsidiaries at January 29, 1972 and the consolidated

operating results and changes in financial position for the fiscal
year then ended, in conformity with generally accepted accounting
principles applied on a basis conslstent with that of the preceding
year, except for the change in accounting by RCN for 1its investients
in marketable securities as described in the B, which chanse was
approved by the adod?ntants for RCN.

G Y, S ] w0




W

s T L

Lo

-
&

T ot ol s o b o WA it e A s A 5 S F 2

We have also examined the related Schedules I, IV and
XVII; V, VI and XVI of Assoclated Retall Stores,Inc. and Consoli-
dated Subsidiaries, which do not appear separately in the Form 10-K.
‘In our opinion, Schedules I, V, VI and XVI present fairly the infor-~
mation required to be set forth therein., Schedules IV and XVII,
subject:. to the effect, if any, of the legal proceedings referred to
above, also present fairly the information required to be set forth

' ”therein:
':éij:_a,,yz “ai:f;ﬁz-;

. 5
CERTIFIED-PUBLIC ACCOUNTANTS

March 17, 1972
New York, New York @
i\ Attention is directed to our
. supplementary letter dated
} April 23, 1973, which is made

a _t_ga.rt hereof. )
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To the Board of Directors
. Associated Retail Stores, Inc.

2,
g

On March 17, 1972,_we'rendered our report on our examina-
“tion of the consolidated financial statements and supporting sched-
ules es at January 29, 1972 and for the year then ended, as set forth
in such report, of Assoclated Retail Stores, Inc. and Consolidated
- Subsidiaries. A copy of our report is attached herewith._
You-have advised us_that the provisiq&; of Accounting
Principles Board Qpinion'No..IB,”which.became'effective_for fiscal
periods beginning'after December 31, 1971, have been applied retroé
actively to the afofementioned'financial statemenﬁs and schedules
PR 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 adjustments. |
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.

v S | N 4422;;‘4«’ ?)d:f:ﬁ:;__

3 ~  CERTIFIED PUBLIC ACCOUNTANTS -

April 23, 1973 S
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CONSOLYDATED: BALANCE SHEET

DIVERSIFIED RETAILING COMPANY, - INC.

AND SUBSIDIARY

5
&

j . - ASSETS

CURRENT 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 ASSETS

INVESTMENTS AND OTHER ASSETS
Investment in unconsolidated subsidiary -
Notes A, B and M
Investment in affiiiated companies -
Notes A, Cand 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 and $1 331, 812 - Notes A, D and L

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES ;
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 and E
LONG-TERM DEBT - less current maturities - Note F

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

STOCKHOLDERS ' EQUITY - Notes F, G and L
Common Stock - voting, par value: $.0003
Authorized: 3,333,333-1/3 shares -
Issued and outstanding: 1,000,000 shares .
Additional paid-in capital : :
Earnings retained in the business

COMMITMENTS AND CONTINGENT LIABILITIES -
Notes D, H, I and J

':Seeﬁhotes to consolidated financial statements.

February 3,
1973

January 29,
1972

$ 882,020

1,495,297
249,212
3,818,520

74,195 .

874,205

999,278

218,624 .
4,486,384

181,279

6,519,244

7,516,244

11,259,204
206,763
598,111

6,757,770

6,561,400

5,352,878
3,769,225
682,832

o STt SR T o A S (7 SR ST R

19, 580, 322

1,756,340

16,366,335

1,885,693

. $27,855,906

P

388,027
142,215

261,947 .

162,008
353,779
83,889

$25,009,798

610,384
160,001
193,840
157,345

206,053

90,015

1,391,865
143,346

7,842,885

557,315

300
5,999,700
11,920,495
17,920,495

[

" 1,417,638
109,718

7,791,544

300
5,999,700

9,002,453

15,002,453

$27 355 906

i .
IRy

$25,009,798

i
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STATEMENT OF CONSOLIDATEﬁ EARNINGS

DIVERSIFIED REFAILING COMPANY INC.

Y
o AND SUBSIDIARY N

Net sales (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 - Wotes A and E
Stateé 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 - $30 243) - Notes A and C
FARNINGS BEFORE EXTRAORDINARY ITEMS

s

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
companies and extraordinary items

Equity in earnings of unconsolidated subsidiary -
Equity in earnings of affiliated companies

Extraordina:y items

Net earnings

See notes to consolidated financial statements.

IR

e, — =

Fiscal year ended

February 3,
1973

January 29,
1972

(53 weeks)

$36,918,071
25,427,906

(52 weeks)

538,597,747

25,687,843

13,490,165

11,775,923

12,909,904

11,438,302

1,714,242

131,130

20,060

1,471,602

131,130
46,507

687,408) ( 673,049)

9,995
73,710

28,869
188,626

1,261,729

1,193,685

© 410,000
255,000

372,000
245,000

665,000

617,000

oy

“

596,729
954,844

1,173,448

576,685
620,887

429,308

~3,725,021

193,021

1,626,880

111 ooo)

$ 2,918,042

$ 1,515, 880

#

: r*l‘”t




STATEMENT .OF CONSOLIDATED EARNINGS RETATINED IN THE BUSINESS

DIVERSIFIED RETATLING COMPANY, INC. ‘ ;

A AL

AND SUBSIDIARY:

EreT

Fiscal year ended
o ‘ February 3, January 29,
me .. 1973 1972

Balance at beginning of year:
As previously reported , $7,476,355

m s s EREE £0 Vo0 g A LI P 7

Adjustment to reflect equity in undistributed é
earnings of affiliated companies at : 3
January 30, 1971 - Note C : 394,355 3

As restated i $ 9,002,453 7,870,710 %

‘Net earnings for the year % 2,918,042 1,515,880 |

Reversal of equity in unrealized appreciation

. : of marketable securities of unconsolidated -

i3 . ‘ : ° insurance subsidiary, less provision for _ .

income taxes - Note B . : . : ( 384,137)

AR e e R

BALANCE AT END OF YEAR $11,920,495  $9,002,453

R Lr 44 T A

kg e e e b Dt S ) a0

¢

A

P . () indicate red figure.

e o b 2 b

See notes to consolidated financial statements.
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7. STATEMENT OF CONSOLIDATED CHANGES TN FINANCTAL POSITION - )
2 ' - : W
g; : DIVERSIFIED RETAILING COMPANY, INC.

L W =
r | AND SUBSIDIARY |

iy
i.
Ee : 5
T . Fiscal year ended
2 L ow 'February 3, January 29,
LI - 1973 N 1972
- SOURCE OF FUNDS | : S
I From operations ' : 7 I
2 Net earnings before extraordinary items $2,725,021 $1,626,880
:ﬁ i Charges (credits) to earnings which did n
g not affect working capital: ‘ : _ .
g Depreciation and amortization ' 176,472 189,236
SE Amortization of excess of carrying o ‘ 4 :
. amount of net assets of subsidiary o a
A over acquisition costs g, 0 ( 131,130 ( 131 130)
% Deferred income taxes ¢ %.50,000) 25,000
% ' Amortization of finance costs ' - 28,202 28,280
ﬁ : Equity in earnings of unconsolidated- ' f
e insurance subsidiary ( 954,844) ( 620,887)
. Equity in earnings of affiliated companies &
T . in excess of dividends received . ( 1,125,020) ( 376,595)-~
T Deferred taxes (related to equity in '

. : eatnings of affiliated companies) 83,628 30,243
1 i TOTAL FROM.OPERATIONS 752,329 T 771,027
3 ; Extraordinary ltems: ' N

e

H . Income taxes applicable to extraordinary P
: o gain on gxchange of securities ( . 82,724}

v Additional income taxes related to sale . T 7
. . ' of subsidiary . : : ( 111,000) i
e Proceeds from long-term borrowing Lo 51,341 354,238
- Deductions from property, plant. and equipment : 1,827 12,083 .
e | Deciease in other assets . 56,519 o &/ -
e o ; : S 779,292 1,026,348
E APPLICATION OF FUNDS <
L . Investment in unconsolidated subsidlary 728,931 2
1 {Investment in affiliated compan1es 943,099 282,038 &
k Additions to property, plant and équipment . ;;Hh§§;946 177,766 . 7
% Increase in other security lnvestments o 54,036
Y ~ Increase in other assets o : _ . ; 12,373
; : ‘ 992,045 1,255,164 -
f: o N : £
v DFECREASE IN WORKING CAPITAL Y § 212,753 $ 228,816

T T et e e e g e

DISCLOSURE®:
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION - CONTINUED

DIVERSI?IED.RETAILING COMPANY, INC.

AND SUBSIDIARY

T TR P S LA TR P Ry

Fiscal year ended
February 3, January 29,
1973 1972

P

A crsone Lo Tt i et

INCREASE (DECREASE) IN GOMPONENTS OF
WORKING CAPITAL

i
i
ol

( ) indicate

Current assets: ¢

Cash _

Short-term commercial paper and
i other marketable securities -
" Accounts receivable
" Mercharidise inventories

Prepaid expenses

Current liabilities:
Trade and sundry accbunts
Salaries, wages and bonuses
Taxes other than taxes on 1ncome.
Acctued interest i
Taxes on income ~ ol
Other current liabilities ' ﬂ
Current portion of long-term debt

L gy
red figure,

©

@

DISCL.SURE.

"

NET CHANGE

A,

IF THE ABDVE PAGE)
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT
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i

$. 7,815

496,019
30, 588

( 665,864)
( 107,084)

($2;060,287y

858, 278
19,166)
666,854
45,951

( 238,526)

508,370)

( 222,357)

( 17,786)
68,107
4,663
147,726

( 6,126)

191,900
318
21,090%) =
15,633
204, 894)
91 433) J
169,988) |

(_25,773)

229,554)é

$212,753

$ 228,816

3
t
3
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NOTES TO CONSOLIDATED FINANC1AL STATEMENTS

DIVERSIFIED RETAILING COMPANY, INC.
AND SUBSIDIARY @

February 3, 1973Lénd January 29, 1972

Note A - SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation . o

The consclidated flnanc1a1 statements 1nc1ude the accounts of the
Company and its wholly-owned subgidiary, Assoc1ated Retail Stores, Inc,
(Associated)., cpai
Wo oo
At the date of acquisition of Associated by tfie Company, the carrylng
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
i “ : *:being amortized over a ten-year period and is shown in the balance
sheet net of accumulated amortization, Intercompany accounts and
transactions have been eliminated in consolidation.

Fie,

. : & Associated's investment in Columbia Insurance Company (formerly”"

: Reinsurance Corp. of Nebraska), a wholly-owned unconsolidated insurance
subsidiary (Note B), is accounted for using the, equity method, whereby
the Company recognizes current1y in the consolldated statement of
; operations its interest in Lhe earnings of such sub51dlary. Columbia
i maintains its records on a, calendar-:year ba51s in accordance withstate
: ' . insurance regulations, S

; s ) g
; ) T Merchandise Inventories : : ﬁd

o Inventorles are priced at the lower” of cost or‘market by use of .the
retdil inventory method except as to warehouse inventories where cost
is determined by the first-in, first-out method.

e syt g gt

Investment in Affiliated Companies . . .
ore ", N

In compliance’ with Accounting Principles Board 0p1n1on Ho. 18 the
: Company adopted in fiscal 1973 the equity method of accounting for
] _ investments in companies in which it has the ability to éxercise
¢ : K significant influence through its direct and indirect holdlngs\ .
(Note C). Under this method, which has been applied retroactlvaly, the -
Company currently recognizes its equity in the net earnings of such e
affiliates. In determlnlng the amounts reported as. equity in net o W
- earnings of affiliated companles provision has been made for the S T
amortization over a forty-year”period of the difference between the
- o cost of the Company's“investment and the underlying equlty in net
assets at the dates of acquisition of the various blocks of stock of
8 _ the affiliated companies. Deferred income taxes haveé dlSO ‘been
‘ - provided on the portion of such equity represented by undistributed
« ) earnings, .In making this computation it has been assumed that the
edarnings ultimately would be distributed as dividends and the: dividends
" o received deductions would be avallable to offset 85% of the gross
o : dividends. : : s

; .

}.C A Al . = N

( < a.| . St o . .

In the opinion of management the Company does not have the ability-
to exercise significant influence” over certain other security
investments, which are accounted for under the cost méthod.
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NOTES TO CONSOLIDATED FIﬁANCIAL STATEMENTS - CONTINUED

DIVERSIFIED RETAILING COMPANY, INC.
AAND SUBSIDIARY

February 3, 1973 and January- 29, 1972

B Aot A A T A ot Gt

Note A - Property and Eq01pmentf
(Cont'd} '

DA i

Expenditures for'malntenance, repairs, renewals and betterments are
reviewed by management and those items representing improvements to
~, property and equipment are capltallzed, other items are charged to .
~ current operations. At the time assets are retired or otherwise
disposed of, the cost and related allowances for depreciation are
eliminated from the asset and aliowance dccounts and the profit or
loss on such disposition is reflécted injcurrent operaticns. When
assets become fully depreciated.the cost and related allowances for
depreciationkare”writ;en off,' #__

Depreciatlon fo# financial aécounting and income tax purpoees is based -
on the 1507 declining balance method as to buildings and .substantially
on the straight-line method for all other. property and equipment.,

7

i

peiRinay

Federal Income Taxes

,C {

The Company, Associated and Columbla file a consolidated federal income

 tax return. ,The investment tax®credit -(not material) is accounted for
as a reduction of federal income taxes in the year in whlch the credit
arises (flow-through method).

- oag

Fiaancing Costs @

Certain costs incurred in connection with "the issuance of the 8% .
Debentures” have been capltallzed and are .being amortized ratably over
{ﬂ’ the stipulated llf2¢0f the debentures.
‘J’
Note B - INVESTMENT IN UNCONSOLIDATED INSURANCE SUBSIDIARY -
Assoc1ated ouwns all of the issued and outstandlng capital stock of
Columbia Insurance Company, which reinsures risks other than life and
_ title, The cost of the investment ($5,855,389) is comprised“of ”
,%y* original contributions of cash of $2,500, 000 and marketable securities

R

o (at cost) of $3,355,389, 5
As of December 31, 1970, marketable securities of Cgiumbia_were stated
at market value and, accordingly: the change in unrealized appreciation
of $384,137 (net of deferred income taxes) was credited directly to
stockholder's equity.. In 1971, Columbia®changed its method of

" accounting for marketable securities to the cost: b351s s¢ as to present
its securities investments on the same basis as that of Associated and
Diversified. Accordingly, the $384,137 net change in unrealized

o appreciation at December 31, 1970 was reversed and is reflected as a

' direct charge to stockholder's equlty during the year ended

DeceﬁPer 31,1971, @

i1l

Note C & INVESTMENT IN AFFILIATED COMPANIES

NN
i

- At February 3, 1973 the Company, Associated and Columbia hold ‘in the
~aggregate 16% and 97 of the outstanding gommon stock of Blue Chip
Stamps and Berkshire Hathaway, Inc.; respectively. In addition certain
related persoanown 30% and 36%, respectively, of the outstanding
common stockror these companies:. Although disposition of all or any
lesser_amount of said common stock of these affiliated companies may be
subjeét to certain restrictions, the aggregate quoted market value of
an equivalent: number of unrestricted sharas at February 3, 1973 exceeds

the cost of the aggregate investments of, the Company, Associated and °
Columbia. G

3]
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NOTES.TO CONSOLIDATED FINANCIAL STAfEMENTS - CONTINUED

DIVERSIFIED RETAILING-COMPANY, INC.
' AND SUBSIDIARY :
s February 3, 1973 and January 29, 1972

Note C - The cost of Assbciated'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 d1v1dends réceived 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 the investment in the affiliated company
pursuant to the change to the equity method of aébountlng for such
investments as described below and in Note A.

al

The. cost of the Companv's and Associated's 1nvestments in Berkshlre
Hathaway, Ind, exceeded the underlying equity.infnet assets at the
dates of acquisition of the several blocks of stock by $9,903 at

" February- 3, 1973. Berkshire has paid no dividends during the period
of affiliation. -~ o S '

In accordance with Accounting Principles Board Opinion No. 18 the
Company, Associated and Columbia 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 recognize as income only dividends -
received within the applicable ‘fiscal year. The effect of this change
was to increase earnings before extraordlnary items and net earnings )
by $1,780,184 ($1.78 per share) and $604,633 ($.60 per share),
réspectively, for the fiscal years ended February 3, 1973 and
Janyary 29, 1972. "After provision for applicable income taxes (Note A)
~the cumulative’ effect of the change upon prior fiscal years of $394,355
has been credited sto earnlngs retained 1n the bu51ness as of 4
January 30, 1971. " 2 3

b

.
o)

The 1972:Anmial Reports.for Blue Chip Staips and Berkshlrelﬂathaway
Inc. are included with this filing as Exhibits B and C, respectively,
and@hould be read in conjunction with the consolidated financial

statements. s .
0 J‘. el
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PROPERTY AND EQUIPMENT

-3

]

Property and equipment are comprised of “the following
&

¢ February 3, ) January 29, ////
‘1973 1972

i o

it o

Land T “ 1§ 894,722 s B89, 722
Buildings ¥ " 599,373 599,373
Building imptovements ) 154,880 . 534,310
Leasehold, improvements » 57 351,803 397,641
Furniture, fixtures jind" equipment : o, 747,412 791,459

J " {%3 ;192 73,217,505
Less allowances fo4ydepreciatlon and

amortination 991 852 1, 331 812

\ S o 81,756,340  §1,885,693

&

(
Generally, the estima fuseful lives used for computing depreciation
range from 20 to 33 years for buildings, 4 to 14 years for furniture, .
fixtures and equipment and the life of the 1ease for" leasehold
improvements. A : o
& g s 7 ' I '

On or about.April 2, 1973;7Associated, in a condemnation proceeding on

- one of its propertles which was carried at a net book value of ‘
approximately $875,000 at February 3, 1973,: received. notification of a
settlement approximating $1, 359,000, An additional amount of . =
approximately $135,000 is preseniiy being negotiated and, "in counsel's ;-
opinion, will be forthcoming. Associated intends to continue to -
occupy the premises on a month-to-month badis at an annual rental of -
$72,000. Deprecration .expense on.the condemned property*amounted to
$8,000 during the!year ended February 3, 1973, “

2]
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NOTES TO COﬁéOLIDATED FINANCIAL STATEMENTS - CONTINUED

DIVERSIFIED RETAILING COMPANY, INC,

AND SUBSIDIARY

T T S A Vot

February 3, 1973 and January 29, 1972

[
B
:/

Note E - INCOME TAXES

a
]

The Company's consolidated federal income ‘tax returns have been
examined by the Internal Revenue Service through February 1, 1969. In

management's opinion, there”will be no mater1a1 assessments for
subsequent years. ”

¥

BT R T A P AT s TR R

Earnings subject to federal income taxes for 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 securlty 1nvestments.

~ As of January. 29 1972 the current llability for income taxes had been

_ reduced by $49,000 due to .the benefit of certain premium costs of '
Columbia Insurance Company ‘which were deductible 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 fiscal year ended February 3, 1973, Columbia,
which provides income taxes in its accounts on a separate return
basig, recognized deferred taxes in its accounts for such timing
difference, and Associated eliminated its provision for such items.

e e xS e A F e S A e e

L

On December 1, 1969 the Company received a non-interest bearing note
due February 1, 1971 for $4,540,000"in partial payment in connection
with its sale of the capital stock of Hochschild, Kohn & Co.{
Incorporated, one of its then two wholly-owned sub51diaries.:,1n
December 1970 the note receivable of $4,540,000 was pledged as
collateral for a note payable to a bank in the same amount. The note

payable was paid on February 1, 1971 from the proceeds of the note

‘ receivable. @ 1

. Interest.income 1mputed at a’rate of 5% has been recognized for the
syear ended January 29, 1972 on the above note receivable for income
tax: purposas 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 extraordinaty item
| in the accompanying statement of consolidated earnings for the year
”,ended January- 29, 1972 : .
: 57

L

Note F - LONG-TERM DEBT

ﬁ; o “ e February 3, January 29,
o . i 2 1973 1972

8% Debentures . . $6,600,000 - $6,600,000 -
9% Notes payable ' ’ 1,242,885 1,191,544

$7,842,885 $7x,__7‘iu, 544
e T : o

L@ g L R -
& o ooy

“THe 8% Debentures issued by the Company pursuant to a Trust Indentute
 dated as of November 1, 1967 (the “Débentures") are due on November 1,

1085 The aggregate principal amount of the Debentures is unlimited
The Debentures bear. interest at a, fixed annual rate ‘of 8% payable
semi-annually until maturity, and ‘bear participating additional °
interest each year up to a maximum of 1% contingent upon the amount

of ad;usted consolidated earnings before income taxes for the previous
fiscal year of the Company. No contingent interest was payable under

“these provisions during the fiscal years ended berunry 1973 and'
January 29, 1972 . ,
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NOTES TO CONSOLIDATED FINANCIAL‘STATEMENTS“ - CONTINUED
DIVERSIFIED RETAILING COMPANY, “INC.
| AND SUBSIDIARY
February 3, 1973 and Jénﬁary 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 at reduced percentages of the principal amount of each such
Debenture” thereafter. The Debentures are also subject to redemption

" at par plus accrued fixed and participating additional interest

through operation of a contingent sinking fund. Sinking fund payments
on anniversary dates are contingent upon the amount of adjusted
consolidated net worth at-preceding fiscal year end. No :payment will
be required at October 28, 1973, The Debentures are further subject
to redemption at the option of each Debenture holder, exercisable
within six%y days following notice that, other than by reason of the
death of Warren E. Buffett, said Warren E. Buffett or an organization
controlled by him, shall cease to own in combined holdings, a larger
bTock of shares with voting rights of the Company than any other
stockholder, or combination of stgckholders,_controlled“by a single
individual® St

= i

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

i

i

e it e A T b S SR G AT e A

The Trust Indenture covering th& Debentures contains certain 5
restrictions applicable to the Company relating to net worth, =
=fedemption of stock and payment of dividends. At February 3, 1973

earnings retained in the business.were not subject to such Ffstrictions;

Notes payable were f%sued-primafily in exchange for common stock of an

affiliated>company. These notes become due at varying dates from

May 1, 1974 to January 4, 1988 and bear interest at a fixed annual

rate of 9% payable(femi-annually. The notes are also due on thel =

respective payees' demand on or after the expiration of twelve months

following the date of death of Warrén E. Buffett, The ‘current maturity
of these notes is immaterial .and has not been separétel& di%clos%d in

b}

current liabilities. _ 7 _ y

Interest expense on lpng-tefm.debt wé% $639,000 and $612,000 for the
two years ended February 3, 1973 and January 29, 1972, respectively.

&y

STOCKHOLDERS' EQUITY

There were ﬁb changes in the Capitglthockgand additional paidhin
: capital accounts during the fiscal”years ended February 3, 1973 and
January 29, 1972. L . ' E

At February 3, 1973 earnings retained in the business included .
- $3,382,000 representing undistributed earnings of affiliated companies
and Associated's unconsolidated gabsidiary. L :

@& " - . - "

LITIGATION * <

Associated is a defendant in a suit claiming punitive damages of _
$1,000,000 and personal injury of $10,000, The insurance carrier is,
defending thic action but has notififed Associated that it (the
Ansuranceé carrier) has no 1fability for punitive damages. In the
opinion of counsel -for Associaﬂed,=recovef? by the plaintiff of~

. punitive damages is remoted. v '

There are “arious other suits-and claims pending'againstiAssociatqg'
vhich, in nanagement's opinion, will not result in any matFrial '
Hability. 5 - ﬁ

.
" !
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NOTES _TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

DIVERSIFIED RETAILING COMPANY, ING.

e ”_&gyg‘.'.-

LRI R

AND SUBSIDIARY

Ly

February 3, 1973 and January 29, 1972

"

Note I - LEASES -
Associatéd 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 rentals plus,;
under the terms of certain leases, additional payments for taxes,
other expenses and percentage, rentals. The additYonal charges amounted
to approximately $360,000 for the fiscal year ended February 3, 1973.
Minimum annual rentals under existing leases follow:

‘

"3,"

et S 1 b ke kb R

Fiscal Minimum Annual
» year ending in" " _ Rentals

TR R

iy e wen
gy e e e Y YD et SR e i g R R e T R

1973 81,521,000
21974 , ' 1,564,000
1975 _ . 1,383,000
1976 : .. 1,129,000
1977 . 1; 020 000 .
1978 ‘ , - 756 000 . )

S

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

Note J - PENSION PLAN

%_\. .

i o
Assoc1ated has a non-contributory trusteed pension plan covering

eligible full-time employees.. The total pen51on expense for the 7
fiscal years ended February 3, 1973 and January 29, 1972 was $655000
and $64,000, respectively, wh1ch includes amortization of past service .
liability over a thirty-year period. Associated's policy is to fund
pension cost accrued. Participants do pot have a vested. interest in

the plan. The unfunded past service liab111ty at February 3, 1973 was
approximately $117,000.

Note K - EXTRAQRDINARY GAIN ON, EXCHANGE OF SECURITIES

o

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 transaction was considered a; taxable exchange under
applicable income tax regulations.and the gain on the exchange, after’
reduction for income taxes of 582, 724, has been ,shown as an
extraordinary gain in. the statement of earn1ngs.

Note L - SUPPLEMENTAL NOTE - INVENTORIES

li-
R

- Inventories used 4in the computation of cost of goods sold were_as
follows: .

o g N i

January 30, 1971 ”¢$3;317,530
January 29, 1972 .~ . 4,484,384
February 3, 1973° 3 818,520

O

Note M - INTEREST OF MANAGEHENT AND OTHERS IN CERTAIN TRANSACTIONS

" i S

As disclosed in Item 15, Interest of Management and Others in Certain
Transactions; certain stock included in investment in affiliated

companies and other security investments was purchased either from or
through related parties.

:.' N EEYE ,”_m‘.: ..., i, 95 :..-‘ .'
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BALANCE SHEET

DIVERSIFIED RETATLING “COMPANY, INC.

February 3,
S 1973

January 29,
1972

ASSETS . , ©

[

' Cash ' ' 83,992

Due from subsidiary 21,000
Investment in affiliated company - Notes A and B 1,707,532
Investment in subsidiary - Notes A, € and H ‘ 24,357,260

84,840
21,000
1,322,952 -
21,846,505
387,475 -

Unamortized cost of long-term financing - Note A § 359,273
. - E—

$26 ;529,057

$23,662,772 .

i

LIABILITIES AND STOCKHOLDERS' EQUITY N
Accrued interest .and othe?fexpenses g : $ 171,610
Deferred income taxes - Note A . o 36,752
8% Debentures - Note D _ : . 6,600,000
9% Notes payable - Note E - - o 1,242,885
Unamortized excess of carrying: amount of net assets

of subsidiary over acquisition cost - Note A . : 557,315

Stockhdlders' -equity - Notes D, G and I:
Common Stock - voting, par value $.0003
Awet~ °_ d: 3,333,333-1/3 shares =
Issued and outstandlng 1,000,000 shares ‘ 300

Additional paid-in capital - . B 5,999,700

Earnings retained in the business . " 11,920,495
: . ) : o 17,920,495

166,839
13,491
6,600,000
1,191, 544 -

688,445

300
5,999,700

9,002,453

15,002,453

$26,529,057

$23,662,772

4 .
See notes to financial statements.
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STATEMENT OF EARNINGS

DIVERSIFIED RETAILING COMPANY, INC.

Fiscal vear ended
February 3, - January 29,
1973 i 1972
{53 weeks) {52 weeks)

“Income - dmort1zat10n of excess. of net assets _ . _
of subs:d1ary over acquisition cost - Note A $ 131,130 $ 131,130

2

Expenses: _
General |and administrative expenses = . 19,978 20,253

Interest! and financing costs - Note A ' ___ 667,470 640,214
' 687,448 660 467 .

LCSS{ BEFORE INCOME TAXES EQUITIES IN EARNINGS _
OIﬁSUBSIDIARY AND AFFILIATED COMPANY AND _ . o
EXTRAORDINARY ITEM § : 556,318) 529,337)

Federal 1nche tax credit - Note A . ' - 330,000 317,000
1L0SS BEFORE EQUITIES IN EARNINGS OF
'SUBSIDIARY AND AFFILIATED COMPANY
AND EXTRAORDINARY ITEM

226,318) ( 212,337) .
Equity in earnings of sub51dnary - ' o _
Notes A, B and c ‘ : . 2,840,255 1,670,845

Equity in earnings of affiliated company net of W - :
deferred in@ome taxes: 1973 - $23,261; _ T o
1972 - $12, ]15 - Notes A and C _304,105 - _ 168,372

J 7 EARNINGS BEFORE EXTRAORDINARY ITEM 2,918,042 ° 1,626,880

Extraprdinary\item - addltlonal income taxes . " CH
-related to sﬁﬂe of subsidiary - Note F ' ' 5 _ i - 111.,000)

B\
3

NET EARNINGS . $2,918,042 ° $%1,515,880

0
e

Earnings per share:

Loss before equities in earnings of
subsidiary and affiliated company and
extraordinary item

Equity in earnings of subsidiary

Equity in earnings of affiliated company

‘Extraordinary item

(A

Net earnings

g7

() indicate red figure.
a H . L
- See notes' to financial statements.
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STATEMENT OF EARNLNGS-RETAINED IN THE BUSINESS

| DIVERSIFIED RETAILING COMPANY, INC.

Fiscal vear ended
February 3, January 29,
1973 1922

Balance at beginning of year: ' _ E
As previously reported " ) . . $7,476,355
Adjustment to- reflect equity in undistributed Tt
earnings of affiliated company at. ‘
January 30, 1971 - Note C ' : 394,355
As restated I ‘ $ 9,002,453 7,870,710

?“t‘.m_-

s
¥

.13;"_‘.'

Net earnings for the year ' - 2,918,042 ‘1,515,880
o

R AR iy

Reversal of equity in unrealized appreciation
of marketable securities of unconsolidated
insurance subsidiary, less provision for _ -
income taxes. (384,137

BALANCE AT END OF YEAR 7; $11,920,495  $9,002,453

o

e AR NN AL, st ORI s it par

( ):indicéte red figure:
- .

&
4
B
b
o
g
p¥
:
G

o

KW e e e T

¥

See notes to financial statements,
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STATEMENT OF CHANGES IN FINANCIAL POSITION %
DIVERSIFIED RETAILING COMPANY, INC. '
i@ (- ;
: &
' . : Fiscal year ended - ;
. : February 3, January 29, 3
1973 - 1972 :a
From operat1ons
.. Net earnings for the year before ' )
" extraordinary item $2,918,042 $1,626,880 o 1
Charges (credits) to earnings which did ' - ;
not affect working capital: i
. Amortizatiom of -excess of carrying amounts i
of net assets of subsidiary over - s
acquisition cost (0 131,130) (  131,130) i
Amortization of long-temm financing costs 28,202 28,280 P
Excess of equity in earnings of subsidiary L
over dividends received ( 2,510,755) ( 1,355,845) :
Equity in earnings of affiliated company ( 327,366) ( 181,087) E
. Deferred income taxes. (applicable to equity : ;
~ in earnings of affiliated company) ' 23,261 12,715 '
4 TOTAL FROM OPERATIONS 254 ( ~ 187)
4 Extraordinary item - additional income taxes . o . :
i - related to sale of subsidiary o : 111,000
f Reduction of investmentfgn subsidiary resulting .
: from extraordinary iténm . - (0 111,000)
: Proceeds from long-term borrowing, _ ’ o 51,341 350, 502
. Decrease ‘in other assets B : _731 o
: e . , ' 51,595 351,046 ¥

 APPLICATION OF FUNDS o ‘. y
Inveatment in affiliated company ‘ : 57,214 282,038

i i

(DECREASE) INCREASE N WORKING CAPITAL ($ 5,619) $ 69,008 |

N W
| NCEaeeT— — - —
. J

1973 1972

INCREASE (DECREASE) IN COMPONENTS o

OF WORKING CAPITAL
- . Current assets: g : : _ .
g , ' " Cash ‘ (5 848) $84,150 _ ]
: ' Due from subsidiary 1,000 :

(" 848) 85,150 | :

_Current liability:
Accrued interest and.
other expenses . C 4,771 16,142

i B

NET CHANGE  ($5,619) $69,008

% %
. =i TR

( ) indicate red figure.

See notes:to financialzata;gmentst

bl

1.9"

o

e

CF THE AlOVE PAGE IS LEES CI.EAII THAN TRIS STATEMENT l'l' s
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.
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NOTES TO FINANCIAL STATEMENTS
DIVERSIFIED RETATLING COMPANY, INC. ‘ ‘

February 3, 1973 and January 29, 1972

Note A - SIGNIFICANT ACCOUNTING POLICIES

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

E-:
sheet net of-accumulated amortization. .

Investment in Afflliated Companies o & & -

‘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
51gn1f1cant influence through its direct and indirect holdings -
(Note C). Under this method, which has been applied retroactively,:
the Company currently recognizes its equity in the net earnings of
such affiliates. In determining the amounts reported as equity in
earnings of affiliated companies provision has been made for the
amortization over a forty-year period of the difference between the
cost of the Company's investment and thé 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 représented by undistributed

earnings. In making this computation it has been assumed that the

earnings ultimately would be distributed as dividends and dividends

réceived deductions would be available to offset 85% of the gross

el

ol j .
’F&nanciqg Costs

\"ertaln costs 1ncurred¥}n connection with the issuance of 8% debentures .
have been capitalized and are beirng amortlzed ratably over the
stipulated life of the debentures.

Federal Income Taxes

The Company's policy of filing a consolldated 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 in which the credit arises (flow-through method).




NOTEé TO FINANCIAL STKTEMENTS - CONTINUED

w

DIVERSIFIED RETAILING COMPANY, INC.
February 3, 1973 and January 29, 1972 *

L

Note B - INVESTMENT IN SUBSIDIARY

: Afsociated Holds- common stock of certain affiliated companies (Note C).
These investments, as well as Assoc1ated's investment in Columbia, are
accounted for under ,the equity method ln Associated's statement of
earnings, which is summarized below:

75 . N i
. Fiscal';eazaended
- - ©  February 3, Janbary 29, %
o 1973 /1972
Earnifigs before equity in earnings ' ' éﬁ;ﬂ
of unconsolidated subsidiary and ) . B
affiliatedfcompanies = - 2 % 823,047 § 789,022
Equ1ty in earnings of unconsolldated ¢ :
subsidiary ' ' 954,844 620,887
Equity in earnlngs of afflllated e _— 2 .
companies _ ° : o T . 869,343 . 260,936
7. Extraordinary gain _ G 193,021 ’?

8 . . . : f=en] ir
NET EARNINGS $2,840,255  $1,670,845

Associated's balance sheet at February 43, 1973 included a $7,516,000
-investment in unconsolidated subsidiary (Columbia) and a $9; 552 00N
ifvestment in affifliated.companies (Note C) in the $26,705, 000 total
assets. Comparable figures for January 29,1972 were $6 561 000 and
$4 030,000 of total assets of $23,214,000. Associated's investment
in afflllated companies ‘included $2, 267 000 rnpresentlng the excess of st
the cost over the underlylng equity in net assets “at the dates of *
J}acqu151tlon of the various blocks of stock..- ) 5 ¢
=)
Note 'C.~ INVESTMENT IN AFFILIATED COMPANIES _
? At February 3 1973. the Company, Assoc1ated and Columbia hold in the |
i (Uggregate 16% and 9% of the outstandxng common stock of Blu ’Chlp i
F Stamps and Berkshlre Hathaway Inc,, respectively., 3
related persons own 30%.znd 36%,. respectlvely, of the outstanding™
common -stock of these companies. Although dlsp051tlon of all or any
1esser amount. of sa1d common stock of these afflllated companies may
the aggregate guoted market value
of an equivalent number of unrestrlcted sharés at’ February 3, 1973
exceeds the cost of the aggregate 1nvestments of the Company,
‘Assoclated and Columbla.ah
“The underlylng equity.din net‘assets at” the dates of the Company’s
acqu131t10n of the several blocks-of Berkshire stock exceeded the
Company's cost by $148, 118. Berksh1re has paid no dividends during
the perlod ‘of the Company's aff111at10n. ; .

In’ accordance w1th Accountlng Prlnclples Board Oplnlon No. 18 the
Company, Associated and .Columbia in, 1973 changed to the’ equ1ty method
(as described in Note A)Nof accountlng for the investments in Blue

Chip .Stamps and " Berkshire Hathaway Ing,,. It previously has been the
policy of these companies to-recognize as income only dividends =
‘rec31ved within the appllcable fiscal year.N.The effect of this change
was to increase earnlngs before extraordlniry items: and’ net earnings

by $1 780,184 (51 178 ‘per share) and $604,633 (5.60 per share), .
respectivelyq\for the: flscal years ended February 3, 1973 ‘and )_s'- Py
January 29, 1972.° After provision ‘for. applicable income taxes (Note Ay
the, cumulatlve effect .of the change upon prior t}scal years of $394 355 .
has been credited to earnings reta1ned 1n the business as of

January 30, 1971 , o N st

© T BT A Skl s A b S

The 1972 Annual’ Reports for Blue Chlp ‘Stamps an;ﬁBerkshire Hathaway
‘Inc. are included with this fillng as Exhiblts B and c, respectively,

and should be read in conjunct1on with the flnancial statements.
: e S

_ B *% R .
————. fpp—— . ‘“, - r— i T SO
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NOTES TO FINANCIAL STATEMENTS - CONTINUED o

DIVERSIFIED RETATLING COMPANY,

%

Febrnary,g, 1973 and January 29, 1972

.‘_{J

<

o

Note D - 8% DEBENTURES . o

o
[

e

The 8% Debentures issued by the Company pursuant to a Trust Indenture
dated as 'of November 1, 1967 (the "Debentures") are 'due on

November } 1985. The aggregate~principal amount’ of the Debentures. is
unlrgkgedj The débentures-bear intgrest as a fixed annual rate of 8%
payable semi-annually until maturity, and bear participating additional
interest each year up to. a maximum of 1% contingent upon:the amsunt of

[¢]

.January 29,71972,

]

adjusted consolidated earnings before income taxes for. the previous .
fiscal year of the Company. Np _contingent interest Was, incurred undér .
these rrov151ons for the fiscal“years ended February 3, 1973 and

= The Debentures are subject to redemptlon at the option of the Company
. . at 105.5% of the principal amount of each such Debenture to October 31
1972 and at reduced percentages of the prlnc1pal amount of each such ’
oo Debenture thereafter. The Debentures are also® subJectvto redemptionat™
par plus accrued fixed and participating additional interest thtough

operation of.a contxngent sinking fund. Sinking fund paymeénts on

~anniversary dates are contingent upon the amount of adjusted
consolidated net worth®at preceding fiscal year, end.,

'_be requ1red at’ October 28, 1973,

No payment will
The Debentures are further subject

to redemption at the 0pt1on of each Debenture holder, exercisable
within sixty days following notice that,
death of Warren E. Biffett, said Warren E. Buffett or ‘an:organization
controlled by him, shall cease to own 1n>comb1ned holdings, a larger
block of sharesnw1th voting rights of the Company than any other

a stockholder, or combination of stockholders, controlled by a single

}1nd1v1dua1 ) .
G i

othér than by reason of the

o The Articles of Incoﬁboratlon of the Company, as amended providé that’
the holders of the Debentures; upon“the happening of certain events,
shall be_ entitled to vote upon certain matters to the exclusion of all
holdersfof the common stock of the. Company,

F)

The Trust_ Indenture covering the Debentures contains certain
restrictidns relating 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.

"t

Note E - 9% NOTES PAYABLE

3

The notes payable were issued in exchange for common stock of an
; afflliated company. . These notes becime duenat varylngndates from

& ~ May 1,71974 to January 4, 1988 and bear 1nterest at a fixed annual

« Tate of 9% payable semi-annually.

The notes’ are also due on the

respectlve payees demand on or after the exp1ration «of twelve months ¢

)
dlsclosed in current liabilitles
oy

e
Note F .- TNCOME TAXES

o

follow1ng the date of death of Warren E. Buffett. The eurrent,

maturity of these notes is 1mmater1a1 and has not been separately T

The Company s consolidated federal income téx% returns have been

[

s . examined by the Internal Revenue ‘Service througn February 1,
' In management s opinion, " there will be no. material assessments for

subsequent Years. = \\

e

o
oy
r.

| s wen T -
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“WOTES TO FINANCIAL STATEMENTS - GONTINUED

= DIVERSIFIED RETAILINC COMPANY, INC.

Februafynﬁ, 1973 and January 29, {972

X O
Note F--"0On December 1 1969 the Company received a non-interest bearing note .
(Cont d) due February 1 1971 for $4,540,000 in partial payment in connectlon ‘
with its sale’ of the capital stock of Hochschild, Kohn & Co., '
Incorporated,: one of its then two” wholly-owned subsxdlarles. In
December~1.970 the note receivable off$& 540,000 was pledged as
« collateral for a’mote payable to a bank in the same amount. The fote
payable was paid on February 1, 1971 from the proceeds of the note
recefﬁabie. - )

Interest income 1mpuLed at a nate 'of 5% has been recognlzed for the
vear ended, January 29, 1972 on the above note.receivable for income
tax purpdses 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 statement of earnlngs for the year ended
January 29, 1972 #: :

i
i

'Dte G - STOCKHOLDERS' EQUITY . &
There were no changes in the capital stock and addltlonal pa1d in
capital accounts during the figcal years ended February 3, 1973 and
January 29, 1972 H : :

At February 3, 1973 earnlngs retained in the bu51ness included
v ~$6,285,000 representing undlstrlbuted earnings of subsxdlary and )
(. afflllated company.’ : o . _ c

5o . - e

'u/‘h--. A
Note H =~ LITICATIOW e ' : 5 i

Associated is a defeghant in axsuit claiming punltive damages of
$1,000,000 and personal injury of $10,000. The’insurarnce carrier Yso
defendlng this actlon”but has notified the Company that it (the-
_ insurancé carrier) has no 11ab111ty for punlp%ye damages. In®the
gﬁ} opinion of counsel for the bompany, recovery by the plaintiff of
b punltlve damages is ‘remote. ; = -
’ W - - Q\\ e o o

There are varlous other suits and” c1a1ms pendlng against Associated
whlch 1ntpanagement s opinion, will ndt result in any material
llabxllty.;A : S

e g e £ AL ol T e F ¥t W1 P
- .

N

Note I - §iJBSEQUENT EVEN‘I‘S L E

“ Om or about Aprll 2, 1973 Aesoclated in a condemnation proceedlng on Q@
one of its propertles whlch was carrled at a net=hook value of :
%, approximately $875,DOO at February 3, 1973 received notifjcation of a
settlement approxlmatlng $§1,350, OGO"~An addltlonal»amount of
approximately $135,000 is presently being negotzated and; in counsel's
opinion, will be forthcomlng. ASSOC{?ted lntends to coqtinueﬁto v
,oceupy ?he premises on a month-to-month basié’ at an annual rental of
0

$72 00 DLprec1at10n expense on the condemned property amounted to

Lng the year ended ebru@ry 3, 1973,

:UeQuk:

‘L,.
"y
h
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SCHEDULE I - SHORT-TERH COMMERCIAL PAPER, MARKETABLE SECURI/TIES

3]

* AND 'OTHER SECURITY INVESTMENTS

Q, DIVERSIFIED RETAILING COMPANY INC,

.‘2
b = AND SUBSIDIARY @

e (fbbrugry 3P 1973

coL. A

- COL. B

‘COL. C

COL. D
oL

. > W

N :

NAME OF ISSUIER AND TITLE,
OF ISSUE_

. g o "
i I [y -

Number of Shares or

Units—Prircipal
‘Amount of Bonds

xmoun_t at Which

Carried in
Balance Sheet
(at cost)

Value Bated on
Curnnt Markat
Quou!iom “ut Balsnce
Sheet Dau

- AU =
,)‘,2 - " ".1"-— -

Short-term commercial paper: i e &;?

= Clark Equipment Credit C?.,u5 625%, due March 1, 1973
Harris Bankcorp Inc., 5.5%, due March 1, 1973« 9 ©
International Harvester Co.; 5"5%, due February 15, 1973

‘Fr‘
¥ ’
Other security investment:,
New Yorker. Magazine, TIne. Common Stock>(l)

o : ' :
4 - - -
- ? o 7 i o Se

) Additional shares of this company are owned hy Columbia‘insuranCEzCompany T
(unconsolidated subsidiary) See Schedule I1 for Columbia.

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

£

and Notes

r '\_,a

" $500,000
500,060
500, 000

$ 498, 04T-

498,090

f 4?9,160 r

. $1,495,297

Pl

$ 206,763

2]

,r3

$ 498;047
498,090
499,160

$1,495,297

§ 272,223

IF THE ABOVE “AGE1S LESS CLEAR THAN THIS STATEMENT I is
“DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT

DISGLOSURE

G &

R . IF THE ABOVE PAGE IS LESQ CLEAH THAN THIS STATEﬂhENT ITis ©
. DUE-TO:POOR PHOTOGHAPHl\. OUAL!T\"OF THIS DDCUMENT
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SCHEDULE III - INVESTMENTS' IN SECURLITIES OF AFFILIATES

' : . T o s o JJ - DIVERSIFIED RETAILING°COMPANY, INC. L : -
‘o . : ) “ it gt 15 -,.;{ . o . . o . .
T N o AND SUBSIDIARY -~ - L s |

2

iy
@

~
4
5
far
=
.
LAY
B
=
=
-,
&
a
cf
)
4
&

= R .
v W 0

o v s — -+ : - . — s — — R e -
. LT - ~coa - . | . coLB : | COL. C g coL:D - . GOLE . Ji  €OL F

« 3 . P " . I _’,//" : = - 2 ; ]
3 z i PR L : iy - o . . ) BALANCE AT BEGIMNING ‘ ; . ; ‘- ; _ i}

: ) . . ; . . ) o : OF PERIOD . < .:ADDIT_IONS ‘ PED.UCTIONS :BALANCE AT END OF PERI(?F’ ividend

- . i . - ‘ gt Ihyidencs

=Y : ‘ 7 : ., . ¥ @ Received During -

ST ' : : (1) (2) ; )y " e (2) ‘ (1) (2) (1) 2) the Period from
: i : T o . &

' . : N . ) LA = NAME’ OF ISSUFR AND ) . 2 Q\ Equuy ‘Taken Up £ - = “ Investments Not
& e — D * DESCRIPTION OF INVESTMENT Number of Shares T . in Ea:mngs . R Distribution of Number of. Sharei| P * Accounted for by
a . - : 1 . ) - - or Units: Amount in (Losses) of Other Earnings By “Other . of Ur--*s ../J { Amount in - - the Equity
: . o % - Tom . Principal Amount Pollars ‘Affitiates and Persons in Which ER- Principal 7 :-.rm{unt\. Dollars Method i
’ : . v \ : - of Bonds anid o Other persons for : { Earnings (Losses) of Bands and : T

,
t
“

fe)
Y
[_EJ

4
o

4 P N T " . - Notes - = . G the Period q Were Takon Up & Notes
l o h - A .. ey g .
- g . : . B 4 Al
S ¢ a S P . ey . ‘. - T ) B : S : ' == S oo
i/ i B B, Year ended February 3, 1973: Bow ey : . 5 R

R o C x ‘ . Unconsolidated subsidiary L ‘i}‘ﬁ‘_ " W P &M £y &

N ' | ' i . Columbia Insurance : i o T ..,\ o N v : : - | 3:{ - '
: IS . A N N 1 Corﬁpﬂny e . . \)n . . = = o . I N - , | ) . K 3] n/' ’ . o 2
e ) | | .+ Common Stock 5,000 6,361,400 § 954,844 - 5,000 § 7,516,246 . S Y
’ ] . - - . . b e . i, ‘,4 \: - -} . . . ) ‘ : > ’ & . . ‘ - . 3 . ) o
. : " - o 5 . | . . . . J ) L - o . a ) S : B I(.-; : - S - B v /’ . ‘}\\ - & _
° ) r . - gy . 0 * Affiliates (4) h(5): ‘ o, M : (R ‘, 2 . : : - ' . AR . \ 3 N & i
' ‘ Blue Chip Stamps Yo . ' i @ " o |

53

ol : o Berkshire "Hathaway," Inc. L S 5 : : _ T o . _ _ _ _ _
&m o : e " Common Stock ‘ 2 29,064 1 -491 "560 489, 498 943 099(3) : 8 41,745 2,924,157 'Q/ o ' g

'5 o Y : T T ST 85,352,878 $1,267, 076 (1) $4,781,306  $142,056 0 W\ $11,259;204 I

— S e

e . o Common Stock © 291,900 $3 861,318 1§ 777, 578 | $3,838,zo7g2.) §142,05 -+ - 591,900 $8,335,047. . 4 = .

D I SCL 0 S U H E . IF TI-IE ABOVE PAGE IS LESS CLEAR THAN THIS-*;!‘ATEMENT IT 15
DUE TO POOR PHOTOGRAPHIC GUALITY OF THIS DOCUMENT. . -

N




SCHEDULE II% - INVESTMENTS N SECURITIES OF AFFILIATES - CONTINUED

=k

DIVERSIFIED RETAILING COMPANY INC

AND SQBSIDIARY .

o

COL. B COL. C. COL. D

COL. E

BALANCE AT BEGINNING DEDUCTIONS

OF PERIOD ADDITIONS

2 BALANCE AT END OF PERIOD

P

NAME OF ISSUER AND
DESCRIPTION OQF INVES'TNI“ENT‘
RE] - ’

e

TaLE

1) {2) (S DI 2) | (§9]
: Equity Taken Up, ST 4

in Easnings . ‘Distribution of
{Losses) of Earnings By
Affiliates and Persons in Which i,
Other persons for Earnings (Losses)

+ the Period “Were Taken Up

Number of Shares
or Units,
Principal Amount
of Bonds and

Notes

_Amount in .
" Dellars,

(1)
Number of Shal"';:
or.Units.

| Principa! Amount

" of Bonds and
Notes

2)

Amount in
Dollars

@

Dividends,

‘Received During

the Period from
Investments Not
Accounted for by
: the Equity
Method

COnsolidated
" Year ended January 29 1972:
_Unconsolidated subsidiary
Columbia Insurance :
Company

‘Common Stock)

" Affiliates (4) (5):
_Blue, Chip Stamps
Common’ Stock

A

Berkshire Hhthauagp Inc.

o

Common Stock

s .ﬁ.,:n?ﬁﬁ'"‘“

$2,386,701 (4)
—60,920(5) - - o
$2,447,621 $ 1384,137(6)

]

§3,877,029 $620,887

T

- 5,000

$ 347,29 (5)
' 282 038(7)

15,617(5)

297 655

396,900 $4,979;039 $25§,692 $88, 956 $1,632,750(8)

24,515 985,046 208,859

$1,632,750

$5 964, 085 $465,551(1) § 644, 948

m ===# ﬂ=‘_

$88, 956

——————1

5,000

291,900

o &

- 29064

IF TEIE'AIOVE PAGE IS LESS CLEAR THAN THIS STATEMENT T IS b .
DUi TO POOR PHOTOGPAPH!C GUALITY OF THIS DOLUMENT d

Y

i}

$6,561,400

—————————

$3,861,318

| L4$1%0'

§5,352,878
L
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SCHEDULE ITL - INVESTMENTS IN SECURITIES .OF AEFILIATES - CONTINUED - ' o . -
, | " s DIVERSIFIED RETAILING COMPANY, INC. - - S e % e
:‘I{?" . {:‘J " . 5 . :-' . Gaw : . T - e ey '
. S : . ; : (PARENT COMPANY ONLY) Y Cae T b s oo
- : ) o | . | B o | ) -1\.: .. . ) "._ ) . X | :?:rfr;;_.::: V ; . . . .
COL. A i COL. B . . COL. C . COL. D - CQL E - COL. F
. BALANCE AT BEGINNING . : : . M ”
) ) OF PERIOD .. ADDITIONS DEDUC?I'IONS B_A_%ANCE AT END OF PERIOD 1 .
; — | o Dividends : SRR
a p¢)) (1 { (2> (1) . (2) (1) " 2) e ot ' - L
. NAME OF ISSUER AND _ : Equity Taken Up ! : | it : In\?el;::nts!;'; -
DESCRIPTION OF ENVESTMENT Number of Shares in Easnings Distribution of i : Number of Shares | - : Accounted for by *
or Unita. Afnount in {Losses)} of Other Earnings By Other or Units, Amount in ~ the Equity S
. Principal Amount Dollars Affiliates and'. Persons in Which i Prinicipal Amount TNollars - Meéthod,:
¥ ~ of Bonds and Other persons for- Earnings {Losses). of -Bonds and .
= . N Notes the Period Were Taken Up Naotes . 5
iy : Year ended February 3, 1973: : _— f o - f_ﬁf ! ) =
Associated Retail Stores, Inc.y - . : : ’ : we . @
. : Common Stock 453 000 $21,846,505 $2,840,255 $329,500 - 453,000 ‘$24,3.57,26G w :
\ Affiliate (&) (5): o g , . e o ' . i ..L . ,
: : Berkshire Hathaway, Inc. | ‘ A _ _ I o N s N B i - T
: Common Stock i 25,624 $ 1,322,952 § 327,366(1) $57,214¢9) .- _ 26,392 $ 1,707,532 _ e . O ;

b ———— ]

0

" ) o ) ’ ST '-{“""ﬂ'g d_ T J] - AR e I % §250 ‘;_‘ G ‘:._‘*_’ ..4 - - - e : -
D ' SC Ls u R E . IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS. RN
_ . S - DUE. YO POOR PHOTCGRAPHIC QUALITY OF THIS DOCUMENT. : T
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% SCHEDULE III - INVESTMENTS IN SECURITIES OF AFFILIATES - CONTINUED

“y.

DIVERSIFIED RETAILING COMPANY, INC,

(PARENT COMPANY ONLY)
1:-\.;‘ i

COL. B | . CoL, C | COL. D ' COL. E "~ COL. F

P

BALANCE AT BEGINNING . .
] OF PERIOD ADDITIONS DEDUCTIONS BALANCE AT END OF PERIOD

T - Dividends

() @ () @) n @ O} @ e Period fram
» NAME OF ISSUER AND Equity Takan Up s Investments Not
DESCRIPTION OF INVESTMENT Numbar of Shares in Earnings | Distribution of © | Number of Sharea . Aceounted for by.
or Units, Amount in (Lonies) of Enrnings By Other or Units, Amount in tha Equity
Principal Amount Dollars . Aftilintey and - e Parsons in Which ' Principnl Amount Doltars ©  Method 1. .
al Bonds and i ’ Other persons for Earnings (Lostes) . _ of Bonds and C s F
Notss the Period Wete Taken Up . Notes

Parent company only!:
Year ended January 29, 1972:
Associated Retail Stores, - X
Inc. P '
Common Stock - ' 453,000 $20,603,89 $1,670,845  $381,900(5) $315,000 $384,136(6) 453,000 ~ $21,846,505

T —— EEr— e a— 111 000'(10) m

$495,136
b=
Affiliate:;: / -
Berkshire Hathaway, Inc. 7 _ . i $282,038(7)
L 133231(5)

Common Stock | , S 846,59 $ 181,087(1) $295,269 “ , $ 1,322,952

g P
_ﬂ - ] T . AR T

——_'“x!‘"‘ 1
MWFW,

- L et e ‘ﬂ‘, 5‘?.=',  ) ; | o . - P T—T meeepsso——
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Reconciliation to statement of operations:

Consolidated . ParentVCQmpany

Equity in earnings 267,076 $465,551  $327,366  $181,087
Applicable income taxes 93 628 36,243 23,261 12,715

$1,173,448  $429,308  $304,105  $168,372

e | r——————

Fair value of 300,000 shares of Blue Chip Stamps, Inc. common stock received in
exchange for 270, 584 shares of Thriftimart, Inﬂ. common stock (cost $3,562,482)
included in other security investments, g i

Acquisition of 12,681 shares at cost.
Capital contribution (sée note (B) below).
Cumulétlve effect representing increase in equity in unremitted'earnings resulting

from change to equity method of accounting for investments invaffiliated companies.
Reconciliation to statement of earnings retained and used in the businese' S

i

Consolidatéd. Parent Comﬁany

- Equity in unremitted earnings for years
prior to Januwary 29, 1972: - .
Inconsolidated subsidiary/Associated $ 60,920 $381, 900

Blue Chip Stamps 347,293
Berkshire Hathaway, Inc., 15,617 13,231
423,830 395,131

Less ‘applicable income taxes 29,475 776

$394,355 $394,355
Reversal of equity in unrealized appreciation of marketable securities of
unconsolidated insurance subsidiary of; Assocxated Retail ‘Btores, Inc., less
prov151on for income taxes.

_Acquisition_of 4,549 shares at cost.

. Cost of 105,000 shares contributed to unconsolidated insurance subsidiary as
additional paid-in capital.

Acquisition of 768 shares at cost.

Additional income taxes related to sale of subsidiary - procéeds ofhéale
- originally credited to additional paid-in capital of Associated.

DI SC LOSU R E @ IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT 13
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SCHEDULE V-—-PROPERTY, PLANT AND EQUI!-‘MENT

-

DIVERSIFIED RETAILING COMPANY, INC.\‘

AND SUBSIDIAR‘E

COL. A | | "‘ © COL.B - coL.c | coLD COL: E COL. F

Other Changes—

- T ) Rotirement Balance at Close
CLAS_S!FICIATION Bnlan?' I:E;g'""mﬂ Additions at Cost t:", ré:'ll::‘ } .| Debit ntﬁdelsz:ig.mdh*-—— of Pariod

Sutes s 1 B

Year cnded February 3, 1973 o o '
Land : $ 894,722 ¢ _ $ 894,722
‘Buildings 1,133,683  $ 3,468 $382,898 | | 754, 253
Fixtures and equipment . 791,459 T 34,222 78,269 . ' 747,412
Leasehold improvements : 397,641 11,256 57,092 351,805

$3,217,505  § 48,946 $518,259(1) | . $2,748,192

e

Year ended January 29, 1972: g _ o -
“Land <8 8944722 : ' $ 894,722
Buildings : ' 1,133,683 _ 1,133,683
Fixtures and equipment ’ o 718,955 . $105,611 ' $ 33,107 . 791,459
Leasehold improvements ! S ‘ 347,542 . 72,155 22,056 ' B 397,641

33,094,902 §177,766 $ 55,163(1) . . $3,217,505

: - . :

(1) 1Includes fully depreciated assets written—off of $509 911 and $32 874 for the years ended February 3, 1973 and
January 29, 1972, respectively,

The notes to the consolidated financial statements are made a part hereof,
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~ SCHEDULE VI—-—ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION
OF PROPERTY, PLANT AND EQUIPMENT : 3y
‘ . i
0 DIVERSIFIED RETAILING COMPANY, INC. - .
“ L i
AND SUBSIDIARY ' kK
¥ — - —— I - - ';. . = i s i - ‘, - - g;—
CoL. A ¢ COL. B COL. C - N COL. D . . COL. E COL. F
| Thagm | gowmuee | meeees | Gmoieosds | GNURR
/ - ) Year ended February 3, 1973: o : - ' ' - _
: ' K Buildings ' _ $ 703,611 $ 27,355 $382,898 . . . $ 348,068
Furniture ‘and equipment e 423, 693 91,808 76,743 } : " 438,758
L _ _ ‘Leasehold improvements - - 204,508 57,309 56,791 E 205,026
S i . N . :
' ‘ : o o ~ $1,331,812 ' $I76,Q]2 $516,432(1) _ . $ 991,852
Year ended January 29, 1972 ‘ o * T | i . e L _ ' ‘
Buildings : % 658,607 - ; $ 45,004 ' . 3 5 703,611 _ N
Furniture and equ1pment 361, 236 ° 89, 903 § 27,446 . 3 PR 423,693
_ . ) Leasehold improvements ' 165:813 _ _ 54,329 . 15,634 T . ' 204,508
. . i _ P o ' $1,185,656 - o $189, 236 $ 43,080(1) : i $1,331,812
Q

(1) See note'on Schedule V.

The notes to the’ consolidated financial statements arec made a part hereof
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SCHEDULE XV[mSUf’PLEMENTARY INCOME STATEMENT INFORMATION
DIVERSIFIED RETAILING COMPAN\I’, NG,

AND SUBSIDTARY

COL. A T Q0 COL. B =
ITEM - 1 Charged to. Costs and Expenses
Year ended February 3, 1973: i ‘
Maintenance zond repalrs : $ 421,521
Depreciation and amortization : ‘ . 176,472
Taxes other than taxes on income: 5
= Real estate 203,622
State and loeal | 124,904
4 L _ Payroll ) L 410,531
. . ' e | . TOTAL TAXES 739,057
3 R ' . .Mahagement ‘and service contract fees . - None
e ' ‘Rentals B . 1,771,99%
Royalties | ' ' ‘ Nene
. Advertising : ' : 97,621
P ‘Research and development . None
‘Year ended January 29, 1972: O : .
- Maintenance and repairs : $ 372,318 1
o q Depreciation and amortization ‘ o ¢ ‘ 189,236
[ Taxes other than taxes on income' : .
L Real estate i ' ' 149,652
-{\ . State and local - © 123,430
f Payroll ' ' 376,901
i | : . ~ TOTAL TAXES 649, 983
‘ Management and service contract fees > - None
Rentals ‘ , o - 1,706,250
Royalties ) - None .
Advertising _ 125,061 :
Research and development ' None.
p

‘The notes to the consolidated financial statements are made a part hereof,
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Peatr,. MArwICck, M1TcHELL & Co.

3 PUDLIC ACCOUNTANTS

T ey et

ACCOUNTANTS REPORT

P e s NS N

The Board of Directors
Columbia Insurance Company:

Vo . 4
DT s o it

We have examined the financial statements and related schedules of
Columtia Insurance Company (formerly Relnsurance Corp. of Nebraska) as listed
o in the accompanying index. OQur examination was made in accordance with gener-
A \ ally accepted auditing standards, and accordingly included such tests of. the
\\\accountlng records and such other auditing procedures as we donsidered
‘necessary in the circumstances. We did not examine the financial statements
of* Blue thg,Stamps and its subsidiary, a significant nonconsolidated
affiliated ‘company, which statements were examined by other auditors whose
- qualified report thereon has teen furnished to .us. Our opinion expressed
herein, insofar as it relates to Blue Chip Stamps and its subsidiary, included
in stock of affiliates, $3,498,635 and $3,243,336 at December 31, 1972 and
1971, respectlvely, and $315,299 and $130,210 in equity in net profit,
afflllated companies for 1972 and 1971, respectlvely, is based solely upon
the report of the other auditors. J

o

: : T /?
We have reviewed the audited financial statements issued by Blue
" Chip Stamps for“the year ‘ended March 3, 1973 and noted the pending legal *
proceedlngs resulting in a qualified opinion on such financial statements
by the other aydltors. These legal proceedings-are explained in note &4 to the
financial statements. ' ’ o ‘

In our opinion, based upon our examination and the report of the
other auditors and subject to the effect, if any, upon the investment in
Blue Chip Stamps resulting 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
op%nion, present fairly the information set forth therein.

B T f
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[

PEAT; MARWICK, MITCHELL & CO.

T EI
e

Omaha, Nebraska
March 21, 1973
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N COLUMBIA INSURANCE COMPANY;
(formerly Reinsurance Corp, of Nebraska)

S R

Index to Financial Statements

oy AR Y,
SRR
T %

o

R

Balance Sheets, December 31, 1972 and 1971

Statements of Cperations, Years ended December 51, 1972 and 1971

Statements of Capital Stock and Surplus, Years endedDecember 31,
1972 and 1971 :

Fr

Statements of Changes in Financial Position, Years ended
December 31, 1972 and 1971

Notes to Financial Statements, December 31, 1972 and 1971

1

s ek

Schedule

52,87 e Wil R R
A LT

T A
ety R e 5

Bonds I

SR

Stocks - Other than Stocks of Affiliates 4 I1

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 Realized Gains on Sale of Investments

Schedules III, IV, VIII and IX ar= omitted because they are not applicable,
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(formerly Reinsurance Gorp.
Balance Sheets

December 31,

Assets
Bonds at amortized.value (note 1) {(Schedule I)

Stocks (notes'l 2 and“4):
Other than stocks of affiliates (Schedule II)
Affiliates {Schedule VI) .

Cash and bank deposits

Uncollected premiums (net of commissions
payable of $81,205, 1972; 1$103,1239, 1971)

Investment income due and- accrued

“‘Prepaid acquisition costs

Other assets® '

Liabilities, Capital Stock and Surplus

Losses and claims (note 1)

Loss adjustment expenses

Unearned premiums (note 1) (Schedule VII)
Assumed losses payable.

Federal income taxes:
Current
Deferred

Other liabilities

Capital stock and surplus: : '
Capital stock par value $100. Authorized,
- issued and outstanding 5,000 shares (note k9]
 Surplus:
Paid-in
Unassigned
Total surplus

See ahcompanying"no;es to financial statements.

“

zE LR
COLUMBIA INSURANCE COMPANY
of Nebraska)

1972 and 1971

$ 1,058,203

1,041,612

1, 187 548

7 71,034, 077

1,203,820
5,203,590

221 625

6,407,410

16,266

272,738
46,406
143,000
345

14,028

329,430
23,429
164,320
505

9,758,583

7,980,734

1,005,227
171,485
845,259
64,738

794
153,258

409,513
86,525
720,389

60,366

86,000

55,528

154,052

141,528

1,578

1,013

2,242,339

1,419,334

- 500,000

5,355,389
1,660,855

500,000

5,355,389
706,011

7,016,244

6,061,400

7,516,244

6,561,400

$ 9,758,583

7,980,734
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COLUMBIA INSURANCE COMPANY
{formerly Reinsurance Corp. of Nebraska)

Statements of QOperations

R ey o S o AT S

Years ended December 31, 1972 and 1971

Do

Underwriting income:
Net premiums written (Schedule VII) $ 1,834,106 1,433,640
Increase in unearned premiums o 124870 481,228
Premiums earned. (Schedule VII) . 1,709,236 952,412

T T S TR
* et po

H 9
Losses incurred (Schedule VII) 1,159,875 588,492
" Loss expense incurred (Schedule VII) . 128,568 94,663
' ' : 1,288,443 683,155
420,793 269,257

Underwriting expenses incurred: woen .
Commissions and brokerage 347,294, 326,155
Taxes, licenses and fees : v 3,788 179
Other underwriting expenses " 4,508 v 1,846
Decrease (increase) in prepaid acquisition costs . 21,320 (112,231)

- 376,910 215,949

Profit from underwriting 43,883 53,308 =

Investment income: : E L
Interest on bonds - 75,661 72,382
Dividénds, unaffiliated companleo (Schedule X) i 74,148 . 31,396
Equity in net profit, affillated companies (note 4) ‘

(Schedule X) 858,521 315,763
Total investment income 1,008,330 419,544

Investment expé;ses ' 1,226 - 1,564
Net investment income ‘ ' 1,007,104

_ 417,980
Income before provxslon for income
taxes . ’ 1,050,987_ _ 471,288

Deferred Federal income taxes y . 97,729 50,541
Net income

)
i
5
v
i}
¥
. .
%
i _:
;
3
[

¥

&

Realized gains on investments (Schedule XI) 2,266 286,140
Less Federal income taxes on gain 680 86,000
Net tealized gains on investments 1,586 200,140

I

Net income and reallzed gains on s _
investments . . 954,844, _ 620,887

o

See accompaﬁying notes to finaiicial statements,

— .,,_, o Agiaan i
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, COLUMBIA INSURANCE COMPANY
(formerly Reinsurance Corp. of Nebraska)

Statements of Capital Stock and Surplus
Years ended December 31, 1972 and 1971
1972 1971

Number Number .
Capital Stock ! of shares Par value of shares Par value

Balance at beginning and end
of year _ 5,000 $ 500,000 5,000 $ 500,000

1972 1971
Surglus _ Paid-in Unassigned Paid-in Unassigned

Balance at beginning of year § 5, 355 389 i 706,011 2,968,688 408,341
Equity adJustment {note 2) - = - 60,920

Balance at beginning of year, - '
restated 5,355,389 . 706,011 2,968,688 469,261

Net income 954,844 - - 620,887

Unrealized gain from excess @
of market value over book
value of stocks, net of
Federal income

taxes : | (384,137)

Contribution by parent : o
{note 3) - _ - 2,386,701 =

Balance at end of.year $ 5,355,389 1,660,855 5,355,389 “765,011

. . S - . £ . I
' See accompanying notes to financial statements.,

g
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COLUMBIA INSURANCE COMPANY -

(formerly Reinsurance Corp. of NEbraska)

Statements of Changes in Fln&qulal Position

Years ended Decembg£_31,-1972 and 1971 -

Funds provided:
From operations:
*Net income
Charges (credits) to income not requiring
(prov1d1ng) funds:
Amortlzatlon 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 5
expenses A
Decrease (increase) in uncollected premiums
i{Increase) decredse in interest receivable
Decrease (increase) in prepaid acquisition
costs

Fquity 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 1n cash

Total funds provided

Funds used:
Cost of investments purchased:
Bonds
Common stocks:
Other than stocks of affiliates
Affiliates .-

Increase in cash

LAY

" See accompanying notes to financial statements.

IF THI: ABOVE PAGE 1S LESS CLEAR THAN THIS STATEMENT ITIS
DUE TO POOR PHOTOGRAPH!\. QUALITY. OF THIS DOCUMEN?
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954,844

(5,346)
680,674
124,870

4,372

97,730

- (84,641)
56,692
(22,977)
21,320

(798,522)
160

620,887

. b42,846
" 481,227
33,607
50,541

86,570

(212,214)
1,952

(112,231)

(278,822)
126

1,029,176

1,114,489

750,814
21,834

¢
1,957,443
647,775

772,648

2,605,218

2,386,701
2,023

$ 1,801,824

6,108,431

762,059

5,562
1,031,965
1,037,527

2,516,269

780,031
2,812,131
3,592,162

1,799,586

6,108,431

2,238

$ 1,801,824

6,108,431 .

0




COLUMBIA INSURANCE COMPANY
(formerly Reinsurance Corp. of Nebraska)

Notes to' Financial Statements

December 31, 1972 and 1971

(1) Summary of Signifieﬁnt Accounting Policies and Practices:
Insurance Premiums:

Insurance premiums are recognized as revenues ratably over the terms of
the policies. Unearned premiums are 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: oo
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 and stocks deposited in trust with
regulatory duthorities or with an affiliated company in accordance with
1. various reinsurance treaties were as follows:

1972 1971

Bonds at emortized_cost 295,238 293,3§2
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 Audltlng of the American Institute
of Cértified Public Accountants_in cooperation with industry repre-
séntatives 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 be1ng made in recognition of these timing
differences. =

The company joins its parent and other affiliated companies in filing a
consolidated Federal income tax return. It is the policy of theé 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 béginning
after December 31, 1971, Such investments prev1ously were carried at
cost with div1dends received thereon reflected in income, This change
had the effect of increasing net earnings by approximately $258,000 and
$61,000 for the years ended December 31, 1971 and 1970, recspectively.

TS
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COLUMBIA INSURANCE COMPANY
{formerly Reinsurance Corp. of Nebraska)

Notes to Financial Statements, Continued

Organization of the Company: »
- During December 1971 the company changed its name from Relnsurance Corp.
of Nebraska te 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,
Legal Proceedings of Blue Chip Stamps:
The financial statements of Blue Chip Stamps ihclude 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 N
approval by-the Unlted States District Court a plan to offer e
for sale one-third of its California trading stamp business o
(Jkacated within a contiguous geographical area in Southern
California. In January 1973 the court -signed an order (1)
“» disapproving said plan, (2) requiring the Company to con-
_ tinue efforts to negotiate a sale and (3) calling for the
. the appointment of an independent expert witness to study
- I the feasibility of a sale or spin-off of a portion of the
Company's trading stamp business under existing conditions,
‘The Company believes that such a sale or spin-off, if-
consummated, would have aqmaterlally adverse effect on
revenues and earnings and“{nder existing market conditions
mlght have a materially adverse effect on its ability to
continue. 1ts trad1ng stamp business.

"The Company 1s ;a2 defendant in a purported class action to
recover for stamp savers ‘monies collected by it as reimburse-
ment for Californid gales .taxes on redemption of stamps.'
Plaintiffs claim that redemptlon transactions are not taxable
and that all reimbursements were excess relmbursements or
alternatively that reimbursement collections exceeded the tax
properly payable and such exceéss”should be returned. The
Company has paid sales taxes to the state equal to its reim-
bursement collections., The Company has asBerted: clalms against
the state for reimbursement of all or part’ of any“refovery by
plaintiffs on either of those theories. The complaint was .
recently amended to allege fraud and to seek punitive damages
from the Company. 1In the opinion of counsel for the Company,
substantial defenses are available, but counsel cannot predict
the ultimate outcome of the action, -

.

.
AR

"A purported-class action was filed on November 10, 1970 against
the Company and certain of its present and former stockholders
and directors. The complaint was filed on behalf of retailer
users of Blue Chip Stamps who failed to purchase stock of Blue
Chip Stamps in a 1968 offering to retailer users. The ‘complaint
alleges damages to plaintiffs of $21,400,000, together w1th
. exemplary damages of $25,000,000, irnterest, attorneys' fees and
costs, and prays that plaintiffs have the right to purcﬂase stock,
_ or units of stock and debentures, of Blue Chip”Stamps on} \the
terms of the, 1968 offering, The action was dismissed with
prejudice by the United States District Court and an app2d1 by
the plaintiff is pending. On June 21, 1971 plaintiffs filled a
substantially identical action against the same defendants\in
the Los Angeles County Superior Court, but the Company has ot yet
been served with process in that action. In the opinion of ‘counsel
for the Company, upon the facts known, the complaints are without
‘merit and all defendants should prevail,

GRS
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COLUMBIA INSURANCE COMPANY
(formerly Reinsurance Corp. of Nebraska)

Notes to Flnanulal Statements, Continued
2
-‘],'F

{4) Legal Procéedings of Blue Chip Stamps, Cont.

"The Company, together with a number of o0il companies and.
supermarket chains, was named as a defendant in an anti-
trust action filed on July 12, 1971 by a €alifornia corporation
formerly engaged in the tradlng 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, upon the facts
' known, the action is wlthout_substantlaL merit."
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Name of issuer and title df“issue

U. S. Government -
U. S. Treasury Bills due March 1973

Special revenue and special assessment'
Alabama, Montgomery Industrial Revenue
Arkansas, Danville Industrial Development’ Revenue
Georgia, Washington-Wilker Payroll Authority
Illincois 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 Industrial Revenue

' Industrial and miscellaneous -
F.M.C. Corporation Convertible Subordinated
Debentures

7
|

L

COLUMBIA INSURANCE COMPANY -
(fo:merly Reinsurance Corp. of Nebraska)

Decemb

Principal
amount of bonds
and notes

$ __100,000

100, 000
105,000
100,000
125,000
150,000
100,000
100,000
" 20,000
100,000
100,000
1,000,000

97,000

$.1,197,000

Bonds

er 31, 1972

\LJ

Book value

= = Market valte

“({amortized
cost)

Actual cost (amortized cost)

98,716

<

100,000
105,000

100,000

91,875
90,000
99,000
100, 000
16,100

80,750 -

__95,005

877,730

69,020

1,045,466

Y]

__ 98,716

100,900
© 105,000
100,000
94,615

99,076
100,000
16,517

82,795

95,925
890,445

96,517

98,716

100, 000
- 105,000
= 100,000
94,615
96,517
99,076
100,000
16,517
82,795
95,925

890,445 -

69,042

1,058,203

68,870

1,058,031

ix
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D | SC Lo SU R E O iF THE ABOVE PAGE IS'LESS CLEAR THAN THIS STATEMENT, JATIS
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DGCUMENT.

“Amortized

- value

© 98,716

< 100,000, .
{105,000 -
' 100,000 -

94,615
96,517

99,076

100} 000
16,517
82,795

_am-95,925 :

890,445

. 69,042

1,058,203 .

o ' . | T

B

W
i

s

Admitted "
‘asset value -

PP~ -
fy : L
Ve

98,716 :

z ‘ . s

100,000 -
105,000
100,000, - -
94,615 o T
96,517 g -
. 99,076
100,000 - -
16,517
82 7{“5 ’ S
95,925 g

890,445

69,020 . .

1,058,181 i
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COLUMBIA INSURANCE COMPANY
(formerly Reinsurance Corp. of Nebraska)

Bonds

December 31, 1971 e A u(f

Market value
(amortized
cost)

Principal
amount of bonds
and notes

Amortized
value

Admitted
asset value

Book wvalue

Name of issuer and title of issue Actual cost (amortized cost)

U. S. Government - o
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
'Loulslana, Beauregard Parish Indistrial Revenue
Missouri, New Madrid Industrial Revenue
Missouri, Rolla Industrial Revenue

@

$ __160,000

100,000

105,000
100,000
125,000
150,000
100,000

100,000

© 20,000
100,000

100, 000
1,000,000

$ 1,160,000

156,492 :

100,000
105,000 -

100,000
91,875
90,000
99,000

100,000 -

16,100
80,750

95,005

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

156,49%

_ 100,000
105,000
100, 000

93,234
93,970
99,025
100,000
16,349
81,969
95,573
885,120

i

1,041,612

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

o

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

Z°1 210pauos
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Name of issuer and title of 1ssue

Public utilities - Ca11forn1a Water Serv1ce Co.

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 Boston Financial .
Third National Bank of Nashville, Tennessee

Industrial and mlscellaneous

-Boeing Company
Grumann Corporation.

' Investors Diversified Services
Kennecott Copper Corporatlon
New Yorker Magazine, Inci"’
Northrup Corporatiecn
Washington Post Company
Wesco Financial Corporation

Total common stocks

COLUMBIA INSURANCE COMPANY -

‘(formerly Reinsurance Corp. of Nebraska)

Stocks - Other than Stocks of Affiliates

December 31, 1972

Actual cost

§ 275,449

Baok value -

(cost)

(275,449

802

- 5,025
2,512
5,112
2,313

118,641

3,513
1,988
4,575

802
5,025
2,512
5,112
2,313

118,641
3,513
1,988

144,481

2,177

1,723
848

2,735
753,951
1,952
2,433
1,799

167,618

$ 1,187,548

4,575

144,481

i
&

2,177
1,723
848
2,735
753,951
1,952
2,433
1,799
767,618

1,187,548

Market value

Adﬁitted
asset aralue

309,736

925
5,563
2,913
5,075
2,375
226,600
3,650
2,413
9,550

259,064

2,500
1,000
900
2,375
576,000
2,313

. 3,800

- 1,693
590,581

1,159!381

\‘

309,736

925

5,563
2,913
5,075
2,375

226,600
3,650
2,413

9,330
259,064

2,500
1 000

900

2,375
576,000
2,313
3,800
1,693
590,581

1,159} 381

-T°1I1 o1npauos
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COLUMBIA INSURANCE COMPANY
(formerly Réinsurance Corp. of Nebraska)

Stocks ~ Other than Stocks of Affiliates
December 31, 1971
Number

of " Book value Admitted
Name of issuer and title of issue ‘ shares . Actual cost (cost) ~ Market value «asset value

Public utilities -.California Water Service Co. o . 11,062 $ _ 275,448 275,448 298,674 298,674

EESR-AY
Banks, trusts and insurance companies: - B B o

2 Girard Company . © 500 L. 254125 25,125 _ - 27,750 27,750
Harris Trust and Savings of Chicago : : ' : 50 "2,513 2,513 2,719 _ - 2,719
"National Bank of Detroit 100 5,113 5,113 4,800 4,800
New England Merchants Co., Inc. 100 2,312 2,312 2,400 2,400
Omaha National Corporaticn i ' 118,641 118,641 202,400 202,400
Pittsburg National Corporatioi i ' ; : - ) 3,512 % 3,512 3,550 3,550
State Street Boston Financial . 1,987 . 1,987 K 2,062 2,062

Third Nationdl Bank ‘of Nashville, Tennessee’ 4,575 : 4,575 6,475 6,475

163,7?3 % 163,778 252,156 252,156

Industrial and miscellaneous: o _ '
Grumarin Corporation. , o 4 1,723 . 1,723 _ 1,537 - 1,537
Kennecott Copper Corporation : _ _ ' . 2,735 2,735 2,438 2,438
New Yorker Magazine, Inc. o - s ' T 753,951 753,951 .396,000 396,000

Northrup Corporation S - ' 1,952 © 1,952 . 2,163 2,163
Washington Post Company . ‘ . t . 2,434 2,434 2,537 2,537
Wesco Financial Corporation ' e : - 1,799 1,799 1,700 .. 1,700

: ' 764,594 - 764,594 - 406,375 « 406,375

Total common stocks L _, ' 41,203,820 1,203,820 957,205 957,205

B

11
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COLUMBIA INSURANCE COMPANY

(formerly Reinsurance Corp. of Nebraska)

Summary of Investments in Securities - Other than Secﬁrities of Affiliates

:Txge of securitz

. o
Bonds and notes:

U. 8. Government :
Special revenue and special assessment
Industrial and miscellaneous

‘Total bonds and notes

Stocks:
Common stocks:

Public utilities

Banks, trusts and insurance companies.:

Industrial and -miscellaneous
Total ‘stocks
Total investments in securities -

other than securities of affiliates

N

December_ 31, 1972

Actual cost

Book value

 Market value;’

I m 72
. o 'V‘"”“‘#"P_.J
R ’*1 2

98,716
877,730

69,020

1,045,466

275,449
144,481

767,618

1,187,548

$ 2,233,014

A

98,716
890,445
69,042
1,058,203

275,449
144, 481
767,618

1,187,548

2,265,751

- 98,716

890,445 °

68,870

+1,058,031

309,736
259,064

590,581

1,%59,381

12,217,412

'; ‘é{f’u

Aﬁbrtizgd
Yyalue

98,716
890,445

69,042

13958,203

Admitted
asset value

98,716
890,445

69,020

+ 1,058,181

309,736
259,064
590,581
1,159,381

2,217,562

T°K STAPoU5S

D I SC LOSU R E . IF THE ABOVE PAGE iS LESS CLEAR THAN THIS szTaMENT ITIS DlSC OSU R E . IF THE ABOVE PAGE IS LESS CLEAR THAN THIS ST.A:’EME"T ITis
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i ) ) Total bonds and notes

COLUMBIA INSURANCE COMTANY

(formerly Reinsurance Corp.- ofiNebraska)

Summary of Investments=%p Securltles - Other th%n Securities of Affiliates

' December 31, 1971 ﬂ

Actual cost

Book value

A

- Market value

Type of security

.Bonds and notes: L . Y _
U. 5. Government : ‘ - $3K_156,492
Special revenue and 5pec1a1 assessment 877,730
| Tooze.222

.. S v
Stocks: : , g \\ \§
Common stocks: : s, g )
‘Public utilities : 275, 44
Banks, trusts and insurance. companles g i 163,77 8
Industrial and miscellaneous ; o 5,623,455
Total stocks i . " 6,062,681 e

Total investments in securitiese
other rhan sevurities of aftih%ates

1f HL \mf
Al . RS
f kS ),i' o

156,492

__885,120
1,041,612

275,448 *
163,778 .
5,623,455

6,062,681

156,492

885 120
1,041,612

. 298,674
252,156

6,423,565

6,974,395

T T TR

DISCLOSURE

DUE TO FOOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.

. #F . & I _-z;‘-———-z% ___,,_,A g = M - ﬁ‘%
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LN

Amortized
value

156,492

885,120
1,041,612

1,041,612

|

Q3

Admitted

asset value

156,492
8851120
1,041,612

298,674
252,156

6,423,565

DISCLOSURE.

RN

6,974,395

8,016,007

IFTHE ABOVE PAGE IS I.ES‘% CLEAH THAN THIS STATEMENT. iITIS .
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS: DOCUMENT
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COLUMBIA INSURANCE COMPANY o ‘ L.
(formerly Reinsurance Corp. of Nebraska) ' - 2
Investments in Common Stocks of Affiliates s,
_ : : : _ . S, o . . T . B &
B ' - December 31, 1972 ‘ o e o : TR 3
" | ‘ _:" ] _ " Number 7 Equity in net : Admitted o 95
e S . S | - of 7 : assets and ' asset ' : @ "L
Name of issuer - : : shares - Actual cost  excess cost Market value > value:
< | Berkshire Hathaway, Inc. - o | 48,635 - § 2,789,951 3,535,442 3,890,800 3,890,800 | o e
Blue Chip Stamps ) N ‘250,000 3,100,875 3,498,635 3,843,750 3,843,750 ' L s
° | - K 298,635  § 5a890,826‘ 7,034,077~ 7,734,550 7,734,550 © | -
. - . . | . : = |[ : . i T : v :' . o ) .' . ﬁ}
: ' ' December 31, 1971 . - . ' RO B
f ; . : ’ . | R
i " d .Y . . T ’ ! W 5 ' g
¥ Berkshire Hathaway, Inc. : ' 35,067 $ 1,757,986 1,---96‘0‘,‘-«254 2,454,690 2,454,690
Blue Chip Stamps - T | | 250,000 | 3,100,875 3,243,336 3,562,500 = 3,562,500 Y R
o ' : 285,067 $ 4,858,861 5,203,590 6,017,190 - 6,017,190 !
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| COLUMBIA INSURANCE COMPANY i
{foérmerly Reinsurance Corp. of Nebraska)

' Premlums, Losses and Underwriting Expenses

o)

Year ended December 31 1972

Part 2 - Losses and underwriting expenses

Other ..
: v ) Commissions under- k

Part 1 - Premiums E ' © . and writing

Unearned ' Unearned . Premiums Losses Loss expense brokerage expense

premiums - Net ~ premiums earned incurred < incurred - incurred incurred

- : - beginning = premiums end of during during- . during * during during

‘Line of insurance - of period written . geriod period period period’ period period

3
[l

Fire P § 754,843 349,707 . zszﬂassi 351,692 :208,327
Allied lines 31,765 . 107,984 59,907 79,842 % 42,703
Homeowners multiple peril - 58 ' 3""?‘ 118 _ 284 - o
Commercial multiple peril © 7,158 109,65 42,480 74,353 , 53,523
Inland marine - 11,641 38,500 ° 16,436 33,705 16,492
Workmen's; compensation 758. ] 26,403ﬂ¢ 8,526 18,635 L 2,304
Liability other than auto 34,163 288,893 = 87,343 235,713 . 117,090
“Auto liability 33, 829 740,932 249,139 525,622 392,681
Auto physical damage 340,917 65,896 71,931 ' 334_882 . 267,164
Aircraft (all perils) . 822 13,871 : s 14,693 -. 1,802
Surety ’ 4,400 S 95944 7 B,417.. - 5,927« 7 6,874
Burglary and theft 13 ‘ 246 : 112 147 -
Boiler and machinery 22 33 .. 183 173 60
International - _ 48,467 - 20,286 28,181 -~ 21,528

Reinsurance o ' 32,910 27,523 — 5,387 —29.327, Yy

<R . 6‘%\,::-} : . o . . e
-§ 720,389 1,834,106 © 845,259 {:ﬂ!709I236 :',l£159!875 128,568 . - 347,294

it

T°TIA S17PoU98
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. COLUMBIA INSURANCE COMPANY it
(formerly Reinsurapce q?rp. of Nebraska) ™
uragce ©

e
Premiums, Losses and Underwriting Expenses
- B . . . "':lﬁ. -
Year ended December 31, 1971
o . i @
¥ Part 2 - Losses and’ underwriting expenges. .

_C\?._

DISCLOSURE.

A

i

Line of insurance

Fire *
Allied lines
QOcean marine
Inland marine E
‘Workmen's compensatlon '
Liability other than auto
Auto liability
Auto physical Gamage.
Aircraft physical damage
Surety -
International )

. Reinsurance
Other

Mg .
tF:-THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT IT IS
DUE TO POOR PHOTOGRAPHIC QUALITY OF° THIS DOCUMENT.

Part 1 - Premiums

Fex)

Unearned
premiums
beginning
of period

$ 14,503
3,191

6 807,
4,060
1,031

o 19,509
2,936
184;300

B 547
2,477

$ 239,161 -

Net @
premiums

. 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 3
L 179 -

[

1!4332640‘

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

Jﬁ“

Prémiums

earned
durlng

period-

86

952,412

237,057

62,976

14,626,

22,279
6,904

96,862

215,192
253,020

4,545
7,661
1,203
30,001

n
"

Losses
incurred
during
periocd

217,415
5,439

' 5,336

4,234

3,803
51,612 “

164,188
134,851 g

(1,2999
435
2,478

588,492

Loss expense

Commissions

and

brokerage
incurred

during
period

326,155

]

_:E.

&

Other .
undeéx--
writing
expense

incurred
during

period

2,025

Lo

35
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 Schedule X.1

Xl

* COLUMBIA INSURANCE COMPANY
(formerly Reinsurance Corp, of Nebraska) -

Income from Dividends - Equity in Net Profit -of Affiliates

Decembqg_gl; 1972

= e UE T p

“Amount . Amount of

: ) - of cash equlLy in
Name of issuer and title of issue dividends net E}Oflt

FEL PTG

"

R e e

Public utilities - California Water Service Co. § 19,469
GBanks, trusts and insurance companies:
Cleveland Trust Company 26
Girard Company ' : 600
Harris Trust and Savings of Chlcago 100
‘National Bank of ‘Detroit ; , 228
New England Merchants Co., Inc. o L 140
Omaha National Corporatidn : 10,932
Pittsburg National Corporation 142
State Street Boston Financial - . ’ 120
Third National Bank of Nashv111e, Tennessee‘. 150

j ;2,418
,  Industrial and miscellaneous:
Berkshire Hathaway,  Inc. . _ ' -
Boeing Compatiiy o 20
Blue Chip Stamps ) ' p ) -
Grumann Corporation ' 25
" Investors Diversified Services ) 11
Kennecott Copper Corporation . ~ . 100
New Yorker Magazine, Inc, 142,000
Northrup Corporation 75
Rheingold Corporation . - 10
Washington Post Company ) 5 I 20

42,1361 - 858,521

oo B

$ 74,148 . 858,521

D I SC L.“s U R E . IF THE ABQVE PAGE [“" LESS: E:LEAH ‘t‘I-IAN 'rms STATEMENT IT I1s
DUE TO POOR Puon:}cnm-mc QUALljrv OF THIS DOCUMENT.
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Schedule X.2

COLUMBIA INSURANGE COMPANY
(formerly Reinsurance Corp. of Nebraska)

Income from Dividends - Equity in Net Profit of Affiliates

. December 31, 1971

TR T e o s S T R

Amount Améunt of ¥
o 5 o of cash . equity in
Name of isguer and title of issue o= dividends net profit

Public utilities - California Water Service Co,

Banks, trusts and insurance companies: .
Girard Company '
Harris Trust andsSavings of Chicago
National Bank of Detroit
“New England Merchants Co., Inc.
Omaha National Corporation .
State Street Boston ‘Financial
"Third National Bank of Nashville, Tennessee
o ‘ S

~ Tndustrial and miscellaneous: L :

Berkshire Hathaway, Inc. ’ S 185,553

Blue Chip Stamps _ . ~ 130,210

Grumann Corporation  * ' B -

Kennecott Copper Corporation B _ : -

Northrup Corporation - ‘ o o -

Washington Post Company I . _ -
315,763

)

315,763

‘ ‘ " -‘ "c: L _ et .‘_;K ‘ts .,_ - P
D I Sc LOSU R E . IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMEN'E. mis
: DUE. TO POOR FHOTOGHAPHI\. QUALITY OF THIS DOCUMENT.




Schedule XI

COLUMBIA INSURANCE COMPANY
(formerly Reinsurance Corp. of Nebraska)

Summary of Realized Gains on Sale of{Ihvestments
 Year ended December 31, 1972 . .,

. Aggregate Aggregate
Type of security o cost proceeds

" Stocks: K

Banks, trusts and insurance companies $ 20,100 21,900 d

Industrial and miscellaneous 1,734 2,200

. 21,834 2&;100
"Income- taxes. allocated to realized

gains - =

Net realized gains $ _21!834:_ | 24,100

Year ended “Décember 31, 1971

Stocks: =% ’ y

{_Industrial-and miscellaneous $ 647,775 933,915 " 286,140
Income tdxes allocated to realized ' '
gains. .

2

Net realized gains» $ §&2!775 .. 200,140

Nl

: — ez o~ " - : . — W T
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EXHIBIT A .
COMPUTATION OF EARNINGS PER SHARE
i
N ' Fiscal year ended - ’ . H
. ,February 3, January, 29, January 30, January 31, February 1 LF
@ 1973 B 1972 : 1971 o 1970 1969 A P
- =,‘i,"_h ) - . . l T ’
Average shares outstanding (1) L 4 1,000,000 1 000 000 1,000,000 . 1,000,000 1,000,000
) " " N = g . \,‘.) 5
! Net earnings $2,918,042(4) $1, 515,880 (3) (5) $1,720,265(5) $ 114,203 (2)(5) $1,997,700(6) B
i R — e : i aem——— @ ;
: & Jj o . ’ 7 . = = " . . i \\‘--‘ . ; .
Per, share amount : o 3 2.92 § 1.52 s. 1,72° 8 .11 _ g 2,00 ﬁ% 3
. . . o ) (:"3»
) ! _ ] R
T ) Average shares outstanding have bpen recast to reflect a 3,333-1/3 to 1 stock sp11t wnlch occurred in December 1969, szk AiJ
(2) TIncludes extraordinary loss of $1,318, 979. ! K p
i - w o i
(3) Includes extraordlnary loss of $111, 000 . : ; ﬁ
(4) Includes extraordinary gain of $193, 021 , .-' 7 ; ‘ ! . :
(5) Restated to reflect change in 1973 to equlty mathod of accountlng for investments in affillated companiea. y _ /;
i N : . 2 ;
SR (6) Not necessary to restate as in (5) above since no investments were held in the afflliated companies at this date. 7 B ! "
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Photographs in this annual report follow
the flow of merchandise through
Blue Chip's distribution system.
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Directors

Warren E. Buffétt
- Parsopalinvestinenis

. Z.'Wéyne Grilfin g

Chairman of Commumr,l Redevelopmen!-Agency
of the Cily ol Los Angelés; real esrare deve!oper.
personal investments.

John P. Guerin, Jr. .

Genaral partner ol J, P. Guerin & Co,, mvesiors
direcior of Pacific Stock Exchange. Inc,:"Chairman
ol the. Board ol:-New Amenca Fund, inc. }

Joseph P. Hughes _ “
" President of Hughes Matkets, in¢.; C. 1arrman of fne
Board of Certilied Grocers of Calr. .arma. Lid,

w Emmett.H. Janes - a

Presiden| of Termina! Oil Company, Industiial
Eng.«neermg & Equipment Corporation and
Westales ltivesiment Co.

Donald A. Koeppel
Chairman of the Board and Presrdenf
of the Company

Cha'rles T. Munger

2 General partner of Whegler, |
 Munger & Co., investors

* William F. Ramsey =

Exectiive Vice Premdenr of rhe Company

Ron Stever
Chairman of thé. Board ol The Siever Compames.
consulting ectuaries and insurance brokers, and

of Crescent Whari & Warahouse Co.

Andrew d. Vj\foif e
President of A/& B8 Sunemxarkers. Inc

thcers ;o

[

Donald 4\ Kéeppel

% Chairmaiyof the Board and.President

i -

William . Fiamsey

_Execurwe Vice Presfdenr

Haymond H. Alln -
Vice P;eStdenr Informarron Sysrems :

Gerdld N. Anderson
Vrce /Dresrdenf. Sa!es

d ..:r‘
1., f '(

i

DISCL“.\SURE.

James D. Carter
* Vice President, Operarrons

Walter M. Cusack -
Vice Presr“den! Incentives

William K. Klepper

. Vice President, Merchandise

Rokert H. Bird . :

Secrelary and Treasurer

Ernest P. Paulson
Coniroﬂer

Eleanor Heynolds
Assistant Secrerary

<~Tfansfe r Agents™
“ a‘n‘d Registrars’
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Bank-of America, N, .T. &S A
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To Our Smckholders*

e

Net income moreased to $T 38 per share for the ~

current fiscal year from $.82 for the rior year.
Income before secuntles lossesrand extraordis
nary oharges améblnted to $1.58 and $1.15 per
share, respectively. 5

The increase in earnings was achreved in
. L‘*‘**“sprte of a 12% decline in stamp service, reve-

nues from,$100,622,000 to°$88, 7386, 000 our-

rently. This decliné refleis addltlonal [osses of
supermarket business and a reduction in mulh-
ple stamping by service station operalors. We
do_not expect stamp service volume to level off
dor turn upward inthe near futures

\\ “=Total revenues amounted to $132,323,000
including $32,049,000 from sales of See's candy.
Last year's toral revenues. of $114,102,000 in-
cluded only 543::04,000 of See's sales due lo
our acguisition of the candy business fate in the

- fiscal year.

Although our |ncent|ve sales are still rela-
llvely smalil, $3,624, 000 we are pleased with this
year's performance and look forward tc further
growth. Z

_Net losses- on sales of securities declined
from $1,693,000_0r $.33 per share to $82,000
or $.02 per share The losses were incurred as

part of our prografn of restructunng marketabie .

securities with emphaS|s on after tax yields and
sound values. The? r’estructurlng is now substan-
tially complete. . -

The extraordinary charges, which amounled
to $925,000 or $.18 per share afler income {axes,
represented complete seltleme_nt of .eleven civil
lawsuits. 9

i

As required in.a 1967 consent judgment in.

June 1872 the Company Submitted to the Un:ted

Slates District Court a plan to offer lor sale one-’

third of its California tradlng stamp busmese
logated within a contiguous, geographical area
in Southern California. In January 1973 the ‘court
disapproved the plan, ordered the Company
continue efforts to negotiatéa sale and: called for-
the apporntmenl of an independent expert wit-"
ness to etudy the feasibility of a sdle or spin-off
under existing market conditions. We believe that °
a sale or spin-off, if consummaled, might have a -
materially adverse effect on our abrhty to con-

Ql_\\nue in the trading stamp business. ~ , =

We were truly saddened by*Mr. Charles J..
Futterman's recenl resignation as a member o
our board of directors 1o concentrate on ether
activities. Mr. Futterman has been assomated
with Blue Chrp as director, counselor and friend
since 1958, ¥

® The board .of drrectors as provided for in
our by FNLS, reduced the size of the board from
eleven to ten members,

During the past severat months: we have
acquired justﬂur“‘er 25% of the. outstanding
common stock of Wesco Financial Corporation .
and have apphed to federal and state regulatory
authorilies for permission to increase cur hold-
ings beyond 25%. Wesco's principal‘subsidiary,

Mutual Sawngsi}nd Loan Association, operates,
at, sevi) n locations in Southern California. - \\w\::
5

Cord:aliy yours g )

! Q;Donald A. Koeppel
Chairman of lhe Board andPresident

Aprll 6 1973

oz E.og LBt
Q . Ay
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Blue Chip. Slamps

I

W

‘Cofinparative Sumwary -

Q2

Cc) S -
T

N

Y

i
Ty dite
(s vy

3/3/73

27478 B 272770

2728/70" "

a
: To_t,,a%f/for the Fiscal Year

7

B

: i) .
Stamp service revenues
Total revenues

Income before securities

gains {losses) and
extraordinary-charges
Secyrities gains (losses)

Extraordinary charges,
Net income o

~ $ 88,736,000
132,323,000

8,108,600
(82,000

(925,000) .

7,101,000

~8100,622,000

$118,374,000

114,102,000 127,784,000
i

8,739,000
(155,000)

4214000 8,584,000

5,907,000
(1,693,000)

$124,180,000
132,020,000

)

7&73?,‘000\,;
© 27,000,

(378,000)
7,387,000

. ‘Total'at Fiscal Year End

o

Total assels N
Stockholders’ eguity

199,724,000
53,125,000

486,740,000 148,42
46,381,000 ,J 43:296,000

148,422'000

147,333,000
35,431,000

Average Shares Outstanding®. '

5,069,000 -

5,028,000

4,957,000

4,877,000

1]
Per Share”

[

A

Income before securities
gains (losses) and
extraordinary charges

Net income

Ji

@, $1.58
© 138

i adjusted for 5-for-1 stock split, October 1969. «
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3/1/69

3/2/68

"63/4/67 - 2/26/66

2/27/65

2/29/64

=

;:"'.:5

81'0? ,602,000
“1 1 2 1 51\3000

" 5,415,000,
229,000
(3, 651 ,000)

- 1,993; 000

$91,097,000

94,574,000

3,333,000
+ 85,000

3,418,000

$91,209,000  $81,065,000

94,760,000

4,365,000 - 4,444,000
(81,000) &, 22,000

83,772,000

-

$71,969,000
74,256,000

2,276,000 -

228,000

[T

2,504,000

. $68,615,000 ¥
. 70,360,000 -

1,722,000
93,000

i

pu

+

- 4,284,000 4,466,000

L

1,815,000

&i

123,796,000
. 28,049,000

95,772,000
23,060,000

81,999,000 77,713,000

19,487,000

15,202,000,

' 65,207,000
10,736,000

59,924,000
8,232,000

’ 3,530,000

3,108,000

3,108,000 . #3,108,000

3,108,000

3,108,000+
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- Blue Chip,Stamps
[

EConsdl‘idii_tgd iial;lnce Sheet

March 3, 1973 and March 4,1872 (Note 1)

Assets

1973 ¢

1972

Current assets: L
Cash . w
Marketable securities (Noles 3 and §)
Accatnis receivable '

Merchandise and supplies inventories, at the lower
of cost {first-in, first-out} or market

Prepaid income taxes and other expenses (Note 6)

$ 4,195,000

144,601,000

4,148,000

13,114,000

4,792,000

$ 3.988,000
134,731,000
4,947,000

14,187,000

. 4,057,000

Total current assets

Property, fixtures and'equipment._ at cosl, less
accumulated deprecjation and amortization (Note 4)

Unamortized debéniure discount

Excess of cost'dvercequity in net assets of subsidiary,
less accumulated amortization (Note 1)

170,851,000

10,785,000 -

1,347,000

16,741,000

161,910,000

10,933,000°
" 1,706,000
(4]

" 16,191,000

R

$199,724,000

- $180,740,000

23

7

» Liabilities and Stockholders' Equity

'F{}Jrfent-iiabililies;
iz/Accounts payable and accrued expenses
) Note payable to bank

Currenl*porhon ofdlong-term debt
Income taxes payablg {Note 6)

Liability for unredeeried trading stamps (Nole 2)

[jl

$ 8,476,000

1,000,000
. 5,751,000
4,027,000
'93,351,000°

5

$ 7,680.000
5,452,000
2,698,000

89,245,000

Tolal cyffent liabilities

=4 1‘2.605,000'

105,075,000

Long-term debt (Note 5): —q\
“Note payab!e to bank, less current: porhon
6% % Subordlnated Debentures due\g 978

23,004,000

10,840,000

27,259,000
10,840,000

Total long-term debt” | \\R\

; 33,844,000

38,089,000

Minority interest in subsidigty (Note 1) A \\

- 150,000

1,185,000

Stockhalders’ equity (Notes 5, 7 and $1): ))
Common stock, par value $1.00 ,/
Shares authorized —7,000,080
Shares outstanding — 5, 179,000 and, 5,039,000
Paid-in ca_pnaj;) y

.. Retained earnings : o
N T i

1,579,000
46,367,000

N
A3

0

5 5,039,000

862,000

40,480,000

Total stockholders’ equity

53,125,000,

46,381,000

$199,724,000

$180,740,000

_ See accompanying fotes to consolidated financial statémenits
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Blue Chip Stamps

UlllS(Bllddtul Smwment of lnumle

Fifty-two Weeks End%g March 3, 1973 and Fifly-three Weeks Ended March 4, 1972 (Note 1) ‘ vt

1973

. 1972
Revenues: 1

Stamp servicerrevenugs (Note 2)

Incentive sales &

Candy sales S
© « Interest and dividends

Other

$ 88,736,000

3,624,000
32,049,000

7,315,000

< 539,000

$100,622,000
2,145,000
4,104,000
6,359,000
872,000

0

132,323,000

=114,102,000

*Costs and expenqes © .
Cost of redempnons and sales (Note 2)*

_Setllng,_ genéral and administrative expenses

Interest and discount amortization

95,662,000
21,729,000
2,996,000

93,791,000
10,917,000
1,892,000

.o a

120,387,000

- 106,000,006

Income before income taxes, securities Iosses and”

extraordinary charges .
Provision for income taxes '{N,g:)}e 6)

N 11,936,000
- ,
2N 3828000

8,102,000
2,195,000

[ N )
Income before securilies 1osses and exiraordinary charges,
‘Securities losses less applicable income tax effect (Note 6)

* Extraordinary charges {Note 11)
R\S et

v . 8,108,000
(82,000)

(925,000)

5'907,000
(1,693,000)

. —

i

.

Net income

$ 7,101,000

"% 4,214,000

N

;;,Per ‘share (Note 8): o
~ Income before securities losses and extra@rdmary charges
Securities losses
" Extraordinary charges

' $1.éé y $1.15
(.02) (.33)
(.18) —

$1.38 $ .82

H 5

Net income

.. Consolidated Statement of Stockholders’ Equity

Fifty-two Weeks Ended March 3 1973 and Fifty- 1hree Weeks Ended March 4, 1972

)

i

W ‘\;‘{/ R

Palid-in
Capital

Common Stock
Shares . Amoynt

F!etalned
- Earnings

Balance at February 27, 1971
Exercise-of slock options
Cash dividends of $.24 per share
Net i income

5,026,000 $5026,000 $ 796,000
66,000 —

13,000 13,000

$37.4T4.000

~ . (1,208,000)
4,214,000

Balance at March 4,1972
o Exercise of stock options (Note 7} |
Cash dividends of $.24 per share (Note 5)”
Net i mcome

2 &, @

5,038,000 5,039,000
140,000 140,000

* 862,000
717,000 ©  ~—

- 40,480,000

(1,214,000)
7,101,000

Balance al March 3, 1973 o

5,179,000 $5,179,000 $1,579,000

$46,367,000

See accompanying noles to consolidated financial stalements
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Blue Chip Stamps

Ctblisol'idated Statement of I}h;j;lgés in Financial Position

Fifty-iwo Weeks Ended March 3, 1973 and Filly-three Weeks Ended March 4, 1972 {Nofe 1)

a
B

1973 .

1972

Working capital was prévided by:

Income befdte extraordinary charges
Income charges no{ affecling working capital’

$ 8,026,000

$ 4,214,000

Depreciation and amortization, 2,141,000 1,351;000
Mlnorny interest in net mcome 0[ sub3|d|ary m 35, 000 43,000
Working capital prowded by operatlons _ B 10,202,000 5,608,000
Note payable to bank (long-term portion) 1,496,000 27,259,000
Exercise of stock options 857,000 . 79,000
Minority interest in subsidiary (1,070,000} 1,142,000
o 5 11,485,000 34,088,000
Working cépita[ was used for; * & ‘ Ta
" Excess:of cost over equity in nel assels of subsidiary 978,000 16,245,000
Property additions, net, lncludmg “$6,602,000 in 1972 : :
relating to acquisition of subsidiary : 1,206,000 7,652,000
Payment of dividends 1,214,000 1,208,000
TransTer qf long-term debt o short-term debt 5,751,000 —
Extraordinary charges (Note 11) » 925,000 — _
10,074,000 . 25,105,000

Increase in working capital, including $11,006,000 in

1972 of working capital of subsidiary at acquisition

$ 1,411,000

'$ 8,983,000

/

It
e

Increases (decreases) in components of working capital:
Cash

Marketable securmes .
Accounts receivable ‘ ‘ .
Inventories - ' s ‘
Prepald income taxes and other eApenses

Accounts payable and accrued eXpenses

Note payable to bank (short-term)

.Current portion of long-term debt
‘ Income laxes payable - S

" Liability for unredeemed trading stamps

vy

$ 208,000

9,870,000

. (799,000)-

{1,073,000) ~

735,000 ¢

(7986,000)
(1,000,000)
(299,000)
(1,329,000)
{4,106,000)

ok

$ 3,457,000

21,563,000

(2,846,000)

(3,010,000)
" 608,000
(2,284,000)

(5,452,000)

(1,237,000

(1,815,000)

Increase m-\Nos.klng capital

$ 1,411,000

$ 8,983,000

i

=

DISCLOSURE.

See accompanying no_t_es' fo consolidated financial slalements
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Blue Chip Stamps

L

Notes to:Consolidated Financial ‘Sﬁité‘_l,nents

i

Y
® £ =
) i

i NOTE 1— Subsidiary company:

.ot

The consolidated financial stalements include
the accounts of the Company and of its majority-0
owned subsidiary, See's Candy Shops, Incorpo-
rated ("'See's"), from date of acquisition. On

January 3. 1872, thé Company acquired 67% of

the common stock of See's. As a result of an

“Invitation for tenders 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 as ssets, is
being amaoplized over 40 years; amortrzahon
" amounted to 5428 000 and'$54,000 for the fiscal
years ended March 3, 1973 and March 4, 1972.

The following proz lorma results of opera- .

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: owned 99% of See's.
for siich fiscal ycar :

Total revenues
Income before securities losses
Nel income
Per share:
Income belore securities losses
Net income’

$140,240,000
6,754,000
5,061,000

$1.32

1T

. NOTE 2 — Stamp serv’ice acco,un:ting:

9%

LS N

5 # . Cost Market Value

March 3, 1973 — i
Short-term |nveslmems
Preferred and

common.siocks

§ 21,208,000 S 21,298,000

: 123,303,000 127,004,000
w0 $144,601,000 $148,302.000
March4,1972 — o
Short-ferm invesiments  $ 20,940,000 '$ 20,958,000
State and [ ;
municipal bonds 17,335,0&]0
Preferred and : K .
common stocks 96,456,000 97,409,000

$134,731,000 $131,739,000 -

At March 8, 1973 the Company owned 21.9% of
the outstandlng shares of Wesco Financial Cor-
poration commen stoek at a cost of $8,099,000
and has stibsequantly increased its ownership to
24, 9% through Apnl 6, 1973. The Company is

13,372,000

¢ . presently seeking permission. of Federal and =7
P California regulatory authorities to gncrease such

! ownership beyond 25%.

}".i': Ji:

NOTE 4 — Property, fixtures and equipment: ©
Following is a summary of propéerty, fnxlures and

~ equipment:

March 3, ‘March 4,
1973 1972
’$ 2,900,000 $ 2,900,000
5,703,000 - 5,572,000

Land
Buildings
Furniture, fixiures
and equipment
Leasé&hold improvements

8,897,000
3,406,000

8,957,000
4,116,000

The Company. recognizes stamp service reve-
.nues upon lssuance of its lradmg slamps and
prowdes a liability accoum for unredeemed trad-
ing stamps consisting oﬁhe cosl of merchandise
and related redemption eXpenses. fFor a number
of years the Company has made-slatistical eval-
ualions of its redemptions. Based upon analysis
of such evaluations, the Company presently
estimates that 97.5% of all stamps issued Wwill
ultimately be redeemed. The liability for unre-
deemed trag’ng stamps of $93,351,000 at March
3, 1973 included $77,354,000 for the cost of

_ merchandlse ‘and $15,997,000 for redemptlon

expen

NOTE3— Marketable securities:

, R - t -
Following is a summary of marketable securities,

which are stated at cost (less amortization of

bond premium}:

: 21,576,000 20,775.000
Less accumulaled depreci- =

alion and amoftization 9,842,000 =

$10,933,000 '

10,891,000
$10,785,000

Depreciation and amorlization of property, fix-
lures and equipment .are pro\qded by straight-
line and accelerated methods ovér.the estimated
useful lives of the assels. Total provisions
amounted to $1,354,000 and $932,000 for thé
fiscal years ended March 3, 1973 and March 4,
1972.

NOTE 5 — Long-term debt:

- The debenturen 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 paid to a sinking
fund annualiy begrnnlng December.1, 1974, and

the Company may redeem oracquire debentures

after December 1, 1974. Under the lerms of the

o
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_ Blue Chip S|amp~

: mdenture as so supplemented “the Company is
permitted to pay cash dividends in any fiscal vear
‘in an amouni not 1o 1t;e:-cc*aed ihe greater of (a) 24
cents per share or (b) 25% of the nel income for
the preceding fiscal year. Dlvidendq may nol be
paid if the Company is in arrears in any sinking
fund payments. On May. 15, 1972 the interes! rale
on the debentures was changed from 6% % 1o
634 9%.

The long-tern bank loan at March 3, 1973 is
repayable 55,751,000 in January 1974 and the
halance in January 1975, Interest is payable
quarterly at one-quarter to one- -halt per cent
above prime rate. In addition 1o the stack of
Sea's, securiliesthaving an aggregale market

value of approximately two-thirds the unpaid-

balance are pledged as collateral. Under the

mo$t restrictive covenants of the loan agreement, '

total unsubordmated long-term -ded (Including
the loan) may not exceed the sum of stock-
hoiders’ equity and subordinated debt, and the
Company's current liabilities may not exceed the

aggregate of cash, marketable securiheS\and _

" merchandise inventory.

NOTE 6— Income taxes:

Prepaid income taxes of $3,802.000 and
$2,851,000 at March 3, 1973 and March 4, 1972
result primarily from deducting certain rademp-
tion expenses for income tax reporting purposes
when stamps are redeemed and for financial
reporling purposes when stamps are issued. The
net increase in prepaid-income taxes resulting
from timing difterences amounted to $851,000
and $36,000'for the fiscal years ended March 3
1973 and Mareh 4, 1972,

" Income tax benefits resulting from securltles
losses amounted lo $3,000 and-$124,000 for the
{iscal years ended March 3, 1973 and March 4,
1972

loss carry-forwards of $1,674,000 which may be
- offsel agamsi capital gains of $1,589,000 and
$85,000 through fiscal years ending in 1877 and
1978, respectively.

nvestment tax credits, which have notbeen

malenal are recognized as the tax benefils are N

realized.

) On May 15, 1972, the Company recewed a
notice of deficiency {rom the Internal Revenue
Service claiming additionai taxes of approxi-

mately” $7,500,000, excluding. Interest, for.the'

‘three years ended February 27, 1971.-0f this
arnount, more than $5,500,000 results from the
* Seryice's contention that the Company has over-
~ staled its’ liability for unredeemed stamps by
overestimaling the number of stamps issued

i

At March 3, 1973 the Company had capualﬁ

f’;/

whlch will ulhmale1y be redeemed. Since its in- -
geptiort In 19856, the Company’s financial state- -
ments and lax returns have been prepared on the”
basis thal 97.5% of all stamps Issued will ulti--

malely be redeemed.’ "This percentage has been
based upon annual statistical evaluations ol

stamp redemptions, Other llems [n the notice in-+

volve the disallowances of certain expenses, The
Company disagrees with the Service's position
and @ccordingly has petitioned the United States
Tax Court for a determination that there -are no

-additional federal income laxes due for the year . '

ended February 27, 1971 and prior years.“The
California Franchise Tax Board is de!errmg
action on proposed assessments whicH-are sub-
stantially based on the federal notice. '

sl

NOTE 7~ Stock options:

_Under the Company's qualified slockopnon plan,

options to purchase shares of the Company's
common stock were outstandmg at March 3,

" 1973, as (ollows: 3,000 shares at $&10:(which
‘are all currently exercisable); 7,200 shares at-

514, TSf(mcIudlng 5,325 currently gxercisable)

‘and 18, 000 shares at $15,1875 which were

granled. during the current- fiscal.year. Options
for 140,500 shares were exercised at $6.10 dur-

" ing the fiscal year ended Marchs 1973.

NOTE 8 — Per share .c_omputatlons.

Per share amounts are based upon the weighted:
average number of shares of common stock out-
standing during the fiscal year adjusted for the
dilutive effect of all outstanding stock options.

Such ‘dilution is calculated assuming all such

opliofs have been exercised and the proceeds
used to purchaae shares al the average market
price’ during the year.

NOTE 9 Pensionplan.

The Company has a nonconlnbutory pensuon
plan which covers employees meeting cértain
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 8384 000.

NOTE 10 —Long-lerm lease commﬂments
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.

Ry
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NOTE 11 Legal proceedlngs.

During the yealifended March C;\ 1%’3. the Com-
pany sellled eIQVen lawsuits fot $“l,»5z.3 000, The
settlements, Iess $998,000 applicable income
taxes, wera charged against income as extraot-
dinary charges,

Pursuanitoa consent final judgméntentered
in. 1967, the Company inJune 1972 submiitted for
approval by the United States District Court a
plan to offer for sale bne thl{d ot its Calilornia
trading stamp business located whhm a contig-
Uous geographical area I Southern Galifornia.
In January 1973 the court s;gned afi ofdet (1) dis-
approving said pian, {2) requiring the Company
to continue efforts 1o negotiate a sale and (3)
calling for the appoiniment ofan independent
expert witness to study the leaslbullty of a'sale or-
spin-off of ‘& portion of the Companys 1rading
stamp. business under existifig conditlons The
Company believes that such a sale or spin-off, if
consummaled, would have a materlally adverse:
effect on revenues and earnings and under exist-
ing market conditions might have a malerlally
adverse effect on its ability to continlie |!s }radlng
stamp. business. :

The Company is a defendant in a purpogted i
classiaction tagecover for stamp.savers monjes %

- colleated by it as reimbursement>for Califarnia

sales taxes on redemplicn of stamps;.Plaintifis

claim that redemption transactions are-not tax\\ 2

able and that all relmbursements were excess

o reumbursements or aiternatwefy that relmburse- \\
" ment collections exckeded, the tax properly pay-

able and such excess should be retumed The |
Company has paid sales laxes.to the state equal

1o its reimbursement coliecuons The Company

has asserted claims agalnst the state for reim-

- bursement of all or part of any reéovery by plain- |

titfs on either of those theories; The complaint
was recently amended 1o allege fraud and to' .
seek punitive damages from thej Company. In
the. opinion of counsel.for the.Company, sub-
stantial defenses are:available, but cbunsel can-

-not predict the ultimate outcome of the action;

A purported class dction was filedon

» ‘November 10, 1970 against the Company and

certain of. Ats present and former stockholders
and directors. The complaint was filed on béhalf

~ 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, inlerest,

attorneys’ fees and costs;"and prays that plain- -
liffs have the right to purchase stock, or units of

- stock and debentures, of Blue Chip Stamps ori

DISCLOSURE.

the terms of the 1968 offering. The aclion was
dismissed with prejudice by the United States
Disirict Court and an appeal. by the plaintift is
pending. On June 21, 1971 plaintiis filed a sub-
stantially Identical action ggalnst the same ‘de-
fendants in the Los Angeies County Superior
Courl, bt the Company has not yet been served
with process in that action, in the opinion of
counsel for the. Co‘mpany. upon the facts known,
the cotriplaints are without merit and all defend-
ants should prevail,

The Company, together with a humbet of onl 4

_companies and supetrmarket chains, was named
“as a defendant In an antitrust action filed on July

12, 1971 by a California corporation formerly en- - .

gaged In the trading stamp business. The cdm-
plaint seeks, treble damage

Company has not been setved vbkh Process, Iy
the opinion of counse! for the Companyq upoh

the. facts known? the aohon is wilhou}fsubstantia!:."

men\ 5 s s 7"

At,wuntalsts l{eport

_ ,_:_1; Prlcu wutnrhnuse & Co.
- . Los Angelen Californig-
i Aprl 6.1973
To the Board of Directors and
. Stockholders of Blue Chip Stamps
We have examined the sonsolidated bal
ance sheet of Bjue Chip Stamps and its subsidiary
~as of March 3, 1973 and March 4, 1972, and the
rélatéd consolidated stalements of income,

'. stockholders' equily and changes In financial

‘posmc)n for the fiscal years then ended. Our
‘examinations- were made in actordance with

. generally accepted auditing standards and
1 accordingly Included such tests of the acgount-
ing records and such other auditing procedures '

as we considered necessary in the curcum-
stanues . #
As explained In Nate 1 1 to the accompany-

oo

~Ing financial statements, the Gompany |s subject

to certain legal proceedmgs

In our opinion, subject to the effect, if any
of the iegal proceedings referred to in the pre-
ceding..paragraph, the consolidated financial
statements \examined by usfpresent fairly. the
financial position of Blue Chip. Stamps and its
subsidiaty ai'March 3, 1973 and March 4, 1972
and the resulig of thelr operations and changes

in substantjal
. amoutnts plus attorneys' fees 4nd costsd The

in financial pasition for the fiscal years then -

ended, in cohformlty with generally accepted
accoun'mg principles consistently applied.

/m &)a;.xm«c.
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5801 South Eastern Avenue
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Berkshire Halha@vaii Ing,

M

'l ‘o !ho .S‘Im‘l\hnidurs uf
Operaling cirnings ‘ol Berkshire Hnlhmvuy during l‘l?" ummmled to u highly sutlsfn(.turs\r‘
19.8% of beginning shareholders' equity. bq.,mhctmt uupruvum.nl was recorded in all of our muJor

lln(.h ol bll‘wll'll.ﬁ'\. but the: most (lliil“:llh’. aing were in insurahce underwriling )I'Ofil Due to an -
8

unuguul convergence of fuvorable fie stors - - diminishing auto aceident frequency, modelutmg, ncei-

- derit, severity, und an absenge of wmmr catostrophes - - underwriting profit nnr&,ms achieved &
g --'!ule far above averages of the pasl or expectations of the iuluu..

Whllt. we anticipate a modest degrease in upemun;, eurnings during lJ?d it seems clear that

~“our divérsilication moves of recent years have established a significantly higher base of normal

uurmng, power, Your present management assumed policy -control of.the company in May, 1965,
Eight years later, our 1972 operating em‘nmya of $11,116.256 represent a return many-fold higher

" dhan would have been produced had we continued to devole our resources entirely to the textile

husiness. At the endvof the 1964 fiscal year, shareholders' equily totaled $22,138,753. Since” that

“lime, no additional equity capital has been introduced into the business, either through cash sale or

thmu&,h merger. On the contrary, some slock has been reacquired, reéducing outstanding shares by
14%. The increase in book value per share from $19.46 at fu.ml yeur -end /1%4 to $69.72 at 1972
yl.ur-end amounts o about 16% % compounded annually.

Qur three major- ucqumlmm of recent years have all=worked out ewcephonally well — from.”

both the financial and human standpomtsuln all tiiree cases, the founders were major sellers and
received significant proceeds in cash = and, in all three cases, the samefindividuals, Jack Ringwalt;

- Gene Abegg und Vic Roab, have continted to run, the businesses with undiminished energy and.
nnu&mutum which lmve resulted in further 1mprovement of the fine records préviously eetubhshed '

We will continue o search for logical extensions of our present operations; and also for new
opet wtions whlch will allow us to continue’to-employ our capital effectively.
Textile Operatlons

i

Ry

As predicted in last year's annuul report, lhe textile - md‘u‘;try eapermnced a pickup in 1972,
In récent years, Ken Chace and Ralph Ru,by have developed an outstanding sales organization

- enjoying @ growing reputation for service and reliability, Munufu(.lurmg mpablhtles have been

restructured to (..omplemenl our .sales strengths, i

Helped by the industry recovery, we expr.rlem.ed some p'lyui‘i from {hese efforts in 1972 In-
ventories were controlled, minimizing close-out losses in addition to minimizing capital requirements; -
product mix was 5reutl_; 1mproved While the gengral level of prohtabxhty of the industry will always
be the primury factor in determining the level of our textile earnings, we-believe that our relatwe

: pusltmn within the nuluqtry hns notlceubly lmproved The outltﬁ)k for 1973 is good.

Our exceptional underwr:tmg, profits during 1972 in the largil traditional area of our insurance
buqmesq at National Indemnity present a paradox. They qewed to swell substantially total corporate

a

lnsumnce Underwntmg - .

k]




profits for 1972, but the factors which produced such profits induced exceptional ambunts of new
& competition at what we betieve Lo be v non-compensatory level ot rates, Over-ull, we probably would |
- have retained betler prospects for the next five yenrs it profits had not risen so dramatically this year.

Substantial new competition-was imc(_uht in our annual report for last year and we experienced ®
in 1972 the declig in-premium volumé that we stated such :.mnp'[.lilinn implied, Our belief is that -

o industry underwriting prolit mqrg,ms will narrow hubt,lnntmlly in 1973 or 1974 and, in time. this

‘ may 11!0dLlLL an_enyironment in.which our historical growth can be resumed. Uuimtunutely, there

is a log between dctertomtmn of underwriling results aiil tumpenm, ol competition. During this
\\!‘;" pumd wae L.\ped to continue to have negalive volume comparisons in our traditional operation. .
F o Our seasoned management, hended by-Jack Ringwalt and Phil Liesche, will continue to underwrite .
/ o ptoducn_ a profit, olthough not at the' level of 1972, and base our ratey on long-lerm expectations
7 rather than short-term hopes, /\lthoubh this appmm.h has meant dips in vo!umL from time to time’
C *'f'// _ in the past, it"has pmcluced excellent long-term results: g

R PR e L e

NI ¥ : Also us predicted™in last. \re.u s report, our u.msuranu. division experienced muny of the -same
o - compelitive faclors in 1972, A multitude of new 0:‘3uumlnons entered what has historicolly been a
crather small field, and rates were often cut substantmlly. and we bélieve unsoundly, particularly
in the cntnstmphe area. The pust year thrned out to be unusually free of culuslmplle.& and our under-
writing experience was good: . ‘ - - ”

N

. , George., Young has built a substantial and’ pmﬁlublf, 1t§1nsur.11u.e opéiation in' just a few years,
f o . Inthe longer term we ‘blun to be a very major fictor in the remslﬁ ance field, but an immediate ex-
A "~ pansion of volume is not sensible against o backy toun,d/o/l d(.lerlmutmg, rates. In our view, under-
: : writing exposured are greater than-ever, When the lgs;/fmtenlml infierent in such exposures l)ecomes
an actuality, repricing \wll take place which should 3,|ve us a chance to L\‘pand stg,mtu.antly '

[ . o ' .- ln the “home hldte operation, our oldest and lmg,,est such (_ompany. Cornhusl\er Casualty

/ - o . Company, operating in Nebraska only, achieved g,ood underwrttmg, results. I its second full year,
. ' the Home state marketing appeal hag been, proven with’ the 1ttamment of valumie on the order of

one-third of that achieved by *old line” giants who have’ opemtecl 'Q the j}pte for many decades. v

%) s I : Ourtwo smaller. compames. in Minnesola and Tews, lmd unsalmfiwﬁoru lose ratios on very
: N small volume The home state managements understand that unde,rwrllmg»prohtublhty is-the yard-~. -
stick of sucgess and that operations can only be expanded significantly when it i§ clear that we ure ' .
o ' domg the right job in the undelwrltmg area. Expense ratios at the new companies dre ll‘iO hlg,h,! but ST
: that i is to be e\pu.ted when they are in the development stage. B w7,k

. _ John Rm&,walt hag done an cexcellent job of laum,hmg, this operation, and plnns lo expnnd mto
o _ - at least one additional state durmg, 1973. While there is much work yet to be_done, the home thte»
operalmn appears to have major lon;, ranbe potential. _ ‘ S b

w o

_ Lust year it was reported that’ we had acquired Home and Automobile’ lmurnnce Company of 7 @
N Chicago. We felt good about.the acquisition at the time, and we feel even better now: Led by Vics \
’ Raab, tXis company (.onlmued its excellent record in 1972, During 1973 “we expect to enter the Florida
(Dade County) and California {Los Angeles) markets. with the same sort of specmhzed urban duto ;
<. coverage'which Home and Auto hak practiced so: suueq‘;fully in Cook County:-Vic has the managerial
seapucity to run a much larger uperutlon Our ewpectntmn is that Home and Auto wnll expand s:gmﬁ-
: cantly within a-few yedrs, o . ‘ . . . . C Do d

1
b

B o

lmurance aneslmenl Result

_ We were most furlunate to experience dramalic’ gmnf»: in premlum volume-from 1969 to 1971
@ c.omcndental with virtually record-high interest rates. Large amounts of investable funds were thus S
= . recelved ut a hme when lhey could be put to hlghly advanlabeous use. Most of these funds were ’

4
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pluu.‘d'in hl\-ﬂ\‘t.'mp't bonds dnd our inveslment income, which has increased from $2,025,201 in -
J%J to ‘ab" 795,242 in 1972, is subject to-a low’ uﬂu.lwe tag v llL. . :

ond portfolio pogsesdes unusually 1.,uuti call pwlculmn, and.ave will bt.m.hl Im"muny
yoars {6*tome from the high average yield of the present pml!oim. The lack of current premium
Q.g,mwth. howwu, will moderate hubslunlmlly the growth iu investment income during the next
.sew_rul years,” - S " N

£
"

Banking Operations T . - : S o _ : .

2‘

_ Our banking subsidiary, The Il[mms National lsaml\ and Trust “Co. of Rm.kimti, Wiaintained
its position of industry: leadership in prolitdbility. After-lax carnings of 2,2% owlaverage deposits
in 1972 ure the more rémarkable when uvuluutui agumsl such moderating fetor§ as: (1) a mix-of
609 time deposits heavily weighted toward Lnnsumu' suvings instruments, all paying the maxinuum
rafes purmlllud by law; (2) an unvaryingly strong liquid position and avoidance of money-mérket
borrowings; (3) a loan policy which has produced a net charge-oft ratio in the last two years ot about
5% of that of the average u)mmur[_ml bank.*Phis record is o direet tribute o the leadership of Gene
Abegg and Bob Kline who run -Jfbunl\ where theé owndrs und the llL[]tJ‘-.llOIh can both eat well and
sleep well, H '

During 1472, mtetust pu&fd/ to depositors waé double the umuunt p.ml in I%H We have ag-
-gressively sought consumer umc deposits, but have not pushidsor large “money mar Ket” certificates
of deposit although, du:mb he past sever al yuulb, thLy lmvc, 1-_,0!‘![. ully been u lesg, Lostly source of

time funds.. - [/ .
o 4

During lhe past yeur, loang to our customers u\pundul appl oumuu.ly 389%. This is consider 1b'|§'
moreé than indicated by the enclosed balance sheet which includes $10.9 million: in short lerm com-
‘mercinl paper in the 1871 loan. total, but which has no such baper included at the end ()i‘tl‘)'/z

. Our po'-.umn as “Rockford's Leading Bank” was enhunced during 1972, Prosent rate structures,
a decrease in investable funds due Lo new Federal Reserve collection procedures, tind o probable - -
increase in already substantial non-federal taxes make it unhkdy tlml lllmms National will be able
to increasd its elrmnbs durm&, 197.3 ST o = . S
Financial - : s

-On March 15, l‘)73 Berkshire Ildflmw:ly bor rowed $20 million at 8% ilom twenty mslllutmnul
lenders, This loun is due March 1, 1993, with*principal repayments bebmnmb March 1, 1979, From
the proceeds, $9 million was used to repiy.our bank loun and the balance is being invested in-in- .
surance subsidiaries.- Periodically, we éxpect that there will be opportunities to achieve significant
expansion. in our insurance busmes&; emd we intend to lmva the finangial rt%uur(.es dvmlable to
- maximize:such opportunities, T Eo TS

Our subsidiari¢s in bunkmh and maurance have major fiduciary respong thhlles to i‘helr cus-,
tomers. In these operations we maintain capital stiength far above. mdustry norms, but still achieve
“a good level of prolitability on such capllul We will continue to adhere’ W0 llu. former Ob_]ecthB and
mal\e every effort to continue to maintain lhe Iatter. T E
%
; o Watren E. Bullett
W - o Chairman of the Board

b

» =

March 16, 1973
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R Berkshire ‘Hathaway Inc.:® : ' : 4 ; ? ‘ -
¥ k L ; B :
" o _ We have examiréd the consolidated balance sheets of Berkshire * w3 .
Hathaway Inc. as ofsDecember 30, 1972 and ‘January 1, 1972, -the statements v
- of assets and liabilities of the Berkshire Hathaway Inc¢., = Insurance c SO
- “Group and the consolidated statements of condition of The Illinois Na- | T
: tional Bank .& Trust Co. of Rockford and gubsidiary-as‘oEmDecegHer'3}t_ N !
o # 1972 and 1971, and the related consolidated statements of; earnings and T ]
e ) B retained earnings and changes in financial position of Betkshire Hathaway ‘
¥ ' Inc. For the 52 weeks ended December 30, 1972 -and January 1, 1972; the . ' i
: _ statements of income and realized investment gains, paidniﬁkand unas=- o] 7oL
®  signed surplus and changes in financial position of the Berﬁghire-ﬂath- S
. ‘away Inc., - Insurance Group for the years ended December 31, 11972 and oA !
1971;. and the consolidated statements of income, changes in chpital = f i
~ accounts and changes in financial position of The Illinois N&f@pnal Bank l 45
. : and Trust\Co;'of’Rocqurd and subsidiary for thg years ended Dgpema _ : i
” ber 31, 1572 and 1971. Our examination: was made in accordance with gen- fV
) _ . erally accepted auditing standards, and accordingly included suc%;tests. « {
' . ' : vof,&he-accounting records and such other auditing procedures as wg con= . . Ll
' - sidered necessary in the c¢circumstances. P S ‘% . = :
S . In out opinion, such financial statements present fairly thé ~ » 4 1
financial position of Berkshire Hezthaway Inc., the Berkshire Hathaway =~ = o o
Inc. - Insurance Group and The Illinois National Bank & Trust Co. of}, ny S
Rockford and subsidiary at December 31, 1972 and 1971 (December 30, 1972 L %
and January 1, 1972 in the case of Berkshire Hathaway Inc.) and the reh, T
sults of their operations and changes in their financial position for S
. the years endedgDecember 31, 1972 and 1971 (the 32 weeks ended Decem= "% ’
v . ber 30, 1972 and January 1, 1972 in the casesof Berkshire Hathaway Inc.)i s
R in accordance with generally accepted a¢tounting principles which, excepty T .
o _ - for the change (of which .we approve) in the method of adcounting_for-ina_ﬁﬁ ' o
" yestments in stocks by th%}Bgrkshirg*Hathaway Inc. « Insurahce Group, as - - @
described in Note 2 of ‘their financial é&ptemeﬁts, have been applied on %\ '
_a consistent basis. Y - %Q . ER Y
. _;;1.-; R ; }-:;(i _ . i \\‘{:_ . -
T D asuseets o let/ s AT
March 8, 1973 . 4 i J 727 Sadae C;’ v : ‘\ﬁ{x ~ o
(except for Note 10 to the consolidated financial : R \5 ;
 statements, as to which the date is March 15, 1973) T e %i
o Co%

- - - g . I . | ¢ : ) . - £
. — K e e . e £ Co 7' . . T " 5151:"“’1;‘%%{:‘?% T (i {5 A ' 'au.* 3
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Currunt usgets:

Berkshire Hathaway Inc. *
: : ‘-‘..ﬂ ’

CONSOLIDATFD BALANCE SHEETS N
December .l(l 1972 mul .Itmumy l 1‘]7' o

: . S Des 00, 1972 Jan. 1, 1972
ASSETS . . S T

i ) : o

&4

Cash (Jan, 1, 1472 nu.ludw hhnu.-u.rm investoients ut cost, whmh uppm\l- o et R T

b

motes markebvadue) L 0 oo v e e e s '8 1.'953'.85@! rs ‘962.610.

Accoulhits lu..mvuh]t.
14 L
$22_g!.53_0' Jan, 1 e

lovintories (notes Lant 3y« v 0 v . A . S ,_‘_.\.(’ B7,043 ¢ G080, 447

Projinid and telerred

(less allowance for doubtfulecounts: Dew 30 —> ¢ 7
sz . 0 FURSE S ey @ OR4,676 5,009,853

S

clineges .« & . . R - ) 110,200

Totl currentassels. o o el Lo A -‘2.9"7!!2.7 o ""() 2,800

l‘mpm ty, plant and equip

ment {nuh.s 1 nml ap e . - N

Propuerty-comprising lmulplmaldnuﬁ machingry and t.clulpmunt : s 14..!5.1 ll?k ’ 'M‘l.!ll]'
Loess necumudated depreciation and amortization - 5 o Laan, 741 R EY S 12.( 94

n

Net pmpu‘ly »plt

wl indy yqtupmt.nl T M':_l__.)(y(i_.lrd.g _)() J(}4 P

x4

Investment ins unt.unsn!uiul(.d hulmdmrms (nolu.luntl 2k L e e : g0

Ingurance hul_)huhurlm

Bank subsidiory
HOther subsidiavies

S T o g 440BL7SB 53,501,862

CoE YL LT 20472590 0 20,016:846
Co v - o L L,950832 5 1,268,802

'l olal mvulmunl in ununnaolulntul -,ulmtlmuu o 786,713,080 =h4,877,540

Gurrt.nt Imhlhtlm

e 751(,07141 . §00,209,564

Lu\mu'rms Aan‘smcxuowEns' LQUl’I’\’

~ Accounts payable tnd uu.rutgil expenses . .. R §.8,205,U59° 8 8,305,300 N
Acerued Federal, Stote ond lm.ul taxes (note 1) v o 40460 174 00y

Tolul eurrent lubilities . . o B e L J b?l) Hl‘l '1 47‘!..! ]‘l *f:s

Lom_.,-lt. rtn debt: oo

o

L

_ Notes payable to banks {notes 6 and 10) ST . 4 auoo000 - 9,000, {00
7% % subordindted debentures (note 7) ' o . 641,300 641,300
- O Totud long-term debt ~n e T ;- ‘l B41,d00 '.; ‘)()41 JUU

blOLLhulst'l; equity:

o

‘Common stock, $5 par vulm.. Aulhurm.d_l 722,903 shares; l-.sm.d 1 017.\147

shares - . . o\
S Ru'tninud_ .ua;rnings:

I

S N N ¥ N 5,007,735 '0077'30,'

o S w Sd ... 64034083 51808,505
. S TEoaizied 756,966,240

Le% d?, 478 shoares of common stock in tremury ut cﬂ..t , . LS (117 875 817,375

Total hl()l.kht}ld(‘

rs' Lqmly e e am s '»jgvba'za.)oza_ _56 Gams.;

Other mtornmlmn { natt.s 1,8 and ‘})

.Sw nccumpunymg notes o conqohdul(_d Jinencial smtementq

5
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Berkshire Hathaway Inc.
CE’.‘}QJ\SOI lDt\lLD STATEMENTS OF EARNINGS AND RE' FA[NFD EARNINGS

52 weeksended December 30, 1972 .md Janudly 1972

: : : - B2 \-.'c'oks onded

) D(‘L (1(). 1972 . .{(m 1. 1972
Operating income:™y

Net sales ol te \u, ; pmdmt-, .o o o 52?.74.1.,-9'69 S?_G.O"EQ.E@?"
Equityin pretes Gurnings § }a\dmhn" m\ L‘wlﬂlLlll ;,aun} of unmnsnhd.lled Y i
stibsidinrios: % k '

Insuriee suby

Sdiages 0 . 10811674 6,499,402

Banl sltl)ﬁidiulﬂ,\ SN LT : : . v 2,618,229 2,273,381

winterest invone \ L e e a4 . . . _ 0,027 . BLE7Y

’ . 4L201,894 34,700,413
(perating cmim - . . v, . . .
Coylof tey ald © L PR ... 23685273 23,495,423 -

SR, 2,606,126 2,467,177

B34 584.HBS

96,845,128 26,507,485

14,456,771 zfn 028

;\pp!lml\k income lax L\peme o .AL‘L“- land 5) o S 32400518 .:‘l 019
L.mnn;.,ﬁ he[munwcs[nmt{ mum e e e e 11, J16, 256 . (J, ]4_0,90.].

& L
1000902 % 744623,

R . ‘ %
\L*lualnm;.,s o ‘:,.“ . .. oL 12,176,158 7(:8 532

D3
1

']

i

g

4

)

Retuined earnings al lwginning of ;'\,‘Uil.l‘ RN . Lo 7.5.1.898,5(25 44,212,073

N .

“Retained unf‘nin{,q at end of year- . ., '. T 564,024,663 - 551,848,505 .

Net uurnm;,s pm' slmnz ol outstanding common stock, bl
- shares oulslanding: «!1 L
/ Earaings before invesiment 5...Ims . - e S115
[m‘uwlmunl mains .o . . .. .. L, ) - 103
' Hul carnings . . . C o s . e 512,38

.‘-_‘\\\

K

Sep gccompdn_\ring notes to consulidated findnoial statenents.

6
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Berkshire Hathaway Inc.

("i‘

CONbOI IDATED STATCMENTS OF CHANGES lN F[NANC!AL POSI’I ION

52 weoks endoed lJuemlJm 30, 1972 amd Jannary 1, 1972

Funds provided:
Netearnings . . | |
Nonlund ilemig: "
A,dd depreciation and amortizalion

Dediiet equity {n undistribuled carnings ol unwmululalul

hubsulmucs Cw
“Tota) nonfund items .o
" Funds derivied from pperations .
Long-term®lebl financing
Oiher e

%, : .

Funds used: P
Investment in unconsolidated subsidiaries
Additions lo property and equipment, not
Repaymaent of Im'lg'lm*m debl -

Im:rmae {ecrease) in w nrkm;, capital

Clmnb(.s in working capital; ‘ _
. Inerease (decrease) in current assets:

Cash and short-lerny inviesstments
Receivables . ., -, ,
© lnvenlories ., . L,

l’repnymuntb ele, o
Recrease (incrense] in current fiabilities:

Current mslu[lm(.nts aof long-term debi

Accounts payable and acerued expensey-

Acerued Federal, State and local taxes

lncm.:suldt_(.reaat.) in working capital’®

o
R

Dec, .iU. "W”’J
7 812,126,158
497,082

14,335,021
(8,908,431
=L217.600

o

R R R
: 1

2,300, lfJU
185402

- 2,684,002
$ 533,607

§ 991,848
(1,045,177}
796,396
(18,040)

69,531
_ {260,951}
$ 533,607

Jun. 1, 1972

5 7,685,502

459,744 -+

| 16078824
{G72007H
¥ 1,465,454
9,000,000
2,167
USRS

8,406,532
175,170
3,750 000
12,421,507
(371,453,886)

(889,557
1.183.521
12,441, 151)
(90,051}

- 1.500.800

{1,290,547}
73, 839

rsL 453; BUGj '

7
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Berkshire Hathaway Inc. ,

o

NOTES

. December ,,I-J{J,’. 1972 widd January 1,.

(1} Swihmary of Significant Accounting. Policies

Avcounts of Berkshire Fathaway
ita whally-owned  consolidaled  subsidiary,

Accounting Period:
Ioe, and

Bowrne Miils ol Canada, Lid., are maintained on the

basis of a 3253 week year ending un the Sabiirday
pearest December 31 Eguily in cafnings of non-
vonsolidated subsidiuries is determined un the basis

244 their calendar year acepunting perivds ending on
Hhe porresponding Devember 31, "

. 01?1 I "

P’rr'ncif)!es of Consalidation and Subsidiaries. Nof Con-
solidated: ‘The decounts ol Ber kshire Fathaway Ine.,

lhe puu.nt unnp.m\.,‘,_squ consolidated only avith the.

accounts of Hourn€ Mills of Canada, Lid, o wholly-
owned Canadian textile sales subsidiary, |

Three inumiuterial subsidiaiies are nol consolidated
and investments therein are carried at cost.

The investment of Derkshire Hathaway [ne“in its
Insurance Group, representing substantially all of the
net assels of the Group, is accounted for on' the: equity
method. ‘i_‘!_li.’:i Group wis comprised, at Decenther 30,

1972, af o wholly-owned intermediary subsidiarvy which.

in turn owned 100% 6f the outstinding stock of Na-
tional Fire and Marine Insurance Con’f’imn\' and sub-
stantially 100% of the (Julsldncllm, ﬁlc:uk of Naulional
Indemnily Sompany, belh casualty m'-.ux.mu. uider-
avriters. National . Indemnity Company has  several
whally-owned subsidiariés, all ol which are engoged
in -lhe casuplty insurance businegss. Composition. of
the Group ol January 1
gxeept thal the mlumudmrv subgiciary did nol exist.
Berkshire Halthimwvay hic. owns approsimately 98%
of the outstanding « stogz of The Illinois Natignal Bank
and Trust Co. of Rovklord, The Company applies the
equily methed of aceounting for this iivestment.

Cosi in Excess of Net Assets of Compdnies Acquired: Cosl
in escess of net assels of companies acquired is not ™

being amortized. -No such excess has arisen ot the

parent company level stbsequent to November 1, 1870,

Invenforiés: Invenlories are sialed -at (he lower of .

eosl or markel. “Cost” is standard cost devéloped
“Hnnilly for individual items on the basis of material,
Iahor, .and overhend cosls in dileet for normal activity
Jevels at the time the costs are developed. The effect
of this methad appyosimates that of the “first-in, first-

1972 way similar o {In. above -

TO CONSOLIDATED FINANCIAL STATEMENTS

1972~

ot” method in that il assigns a balance sheet valuation
al uear current replocement cost, “*Market” has been
considered ag estimaled sefling market, thus making
atlowiance for goods as fo whlch cost cannol be re-
uwurod =

- Property, Plant and Equipment: ltems of prupmly
and ])I{ull {including significant betterments and  re-
newils) ake carried al cost depreciated over their

wselyl lives estimnted al the dute of acquisition, The .

double- declining balance méthott is used to calculate
depreciation” of new ilems acquired alter 1965:° the
:-,luuuhl-hm. method is .|pp|md for new ilems’ m.qulred
prlor to 1966 und for used items. Mainteminece, repairs,
and- renews 1ls -of & minor naluw ire gencrally charged
lo income’ |<; mcur{ul

Income Taxes: The liability for ll'lLO!llL l'!\ct. I‘(.“L(.l(.d
in the consolidated balance sheet is that part of the
cansolidoled Federal income’ tax linbility expected lo

- be apportioned lo the parent company, less payments

(net of payments by subsidiaries) on estimated taxe

- plug the foreign tax linbility of the consolidafed sub-

sidiary and’ plus ‘slate or provincial income taxes of
thie purent compuny and consolidated subsidiary.
Iicome tax expense reflcets that of the parent and
consalidafed  subsidiary plus a _pmporlwn (based o’
ownership) of thie income tax expense of those uncon;

- galidated subsidiaries \\’hOHL income ' is reflected on the

cquity method.

Income taxes other than Federal income tox (i.c.,
I‘oreu,n and state income laxes) ure less lh.m '3% of
the total income tax expense:

Reclassification and Format: The format of the con-
solidated  stgtement of eariings for the year ended .

January 1, 1972 has been changed and minor reclassifi-

cationg of the figures have been made for comparability
ith the corresponding. stotement for the year ended
Dcu.mer a0, 1972;

"[2] Equuly in Book Values of Subsidiaries Not

Ctmsolldntcd

T hL carrying values of $66,713,180 at December 30,
1(]72 and $54,877,560 at Januvary 1, 19727for all uncon-
solidated subsidiaries avere approximately 52,000,000
and $900,000 respectively, in excess of the Company's
xeqﬁi'ty in book vélues reflected in the financial stafe-

u

Qo
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Berkshlre Hathaway Inc.

o

NOTES TO CONSQLIDATED FINANCIAL STATEMENTS Contmuud
vk

“;"w )
ments of the subisidiaries ag of those ddtu.. 'Ihc f';,urc‘ S Rl
for excess cost changed principally becawse of the .. Nolicab Totol - Curcent = Uf'ft'rﬂ-‘tf
change by the insurance subsidiaries in 1972 to We. © [P::s::::fr.lm?n(::?r‘ . ]
H [JN}) gt . 2 i .".'; LEI

cost method from the market \mlm. method of valding Parent and gonsoli- : o f T
stocks. dated subsidinry . § - 43,188 § 24,168

Financial-staterents of the Berkshire Hathaway Tne Insurance Groug . 1,214,620 Gi!a,Jfo/"'{éf‘B 2755 -
Insurance Group and the Nlinois National Gank & Bank subsidiary . . 106,211 18,2000 {12 ()m]j s
Trust Co. of Rockford and Subsidiary (the bank _ _ . S1.4454,019: 57‘5'7f"1./'3 ”4-5’-73
subsidiary) are predonted elsewhere erLln Applicible Lo -‘ -
¥l ! seeurilies yaing” .. 5 3}7 055 5317, [Jﬁfi”i §

(3) lnvcnto_'nes n The income taxes applicable {o O[‘JL[dllllL earnings
'}

A summary of inventorits follows: : are less than the statulory 48% rate beed Esc af the
Dec. 30, 1972 Jan, 1, 1972 ~ nontaxable nature of certain investment indome of the
Raw l'lli'llt.!‘ldi‘; and -,upphu . % 690,219 $ 5104494 “insu rance and bank subsidiaries,
Slock in process .., L 7, 1,676,141 1,.331.472 ' ' i oo
Grivge and finished eloth o 4,460, 683 - _4aom7eL (6) "Nptes Payable to Banks L
' ' 6,627, (14'; $6,030,647 n ] J
Smmm T e e The Company was HNable, as of Decenifer 30, 1972
" and Junuary 1, 1972, for-$9,000,000 und r the terms
of o ternt loan agreement with certain i‘mnks' Lhese
borrowings were' refinanced ia March 1973, Sec-
‘Nate 10,

(4 Properly, Plant and Equipment

Ihu composition .of pmperly. p!ant zmcl eqmpmcnt
shown below:
| " Dee. 30,1972 dun. 3, 1972
fand . o0 8 84800 T8 “BrIb (A 7% Subnrdmalul Debentures
Buildings . . , ., , . 2\544 G QG NFT
Machinery and equipment iL .1 1,866,465 11,473,502 Debentures Bear inlerest .ll e rate of7 v % pay thle
Furniture and fixturesand G ' 5 February 1 and August T and will be (llil(! on Atgust 1,
.'luusulmm.""me"mmls. 660, oz B Js,_']il 1987. The debentures nre not secured ‘J\' iny lien and
. . : 1’-1 95‘] 876 M 94[,.’]0.!
Less aceumufated depreciation] i are nat convertible; they are subordipated to senior
and amorlization . ., W 19 ‘l‘lJ 741 12,782,409 o indebtedness which includes indeblediess of the Com-* TR
) ' ' '55['}'1 q(,p'fjr NS“" r;gq‘e_;m ‘--pany for money: borrowed, The debentures may, -at
' “the Company’s oplion, be redecmed @l 105% through
Depreciation expense rcwrded in 1972 was 5427,062 July 81, 1873 and thereafler at 100%. The indenture
- and $459,746 in 1971. Ej o untler which the debentures are issued fequires Uie
B T - Company to provide for the retirement by redemption
(5] Income Taxes _ S Dt principal amount plus accrued inlerest, through a
Cumposition ufmcnnu, iy e\ﬁ&.nst is us follows: ¢ . Jsinking fund, on August 1 in each offthe years 1973 to
] 172 L < and u\wludmg, 1‘)8(», of ane- Hieenlh Gt Lhc tatal’ amotnt
of dubwlurcs 1ssuu.l

- ' ‘ C.urmnt I'Juferrud
“ Applieable to oper- k T !
aling earnings: L : . 0 +{8) “One-Bank. Holdmg Company"” Statui
Purent and consali- : . en o he C , bank lioldl . o
) dated Hllh%ldll"‘y S 4nh u"h‘; 5 4“”.{144 ? &, ’ I e Dmp.m:, l‘i 4 bian 101(¢ ll'l}? LOH\DO]“) uner
L Insurance Gronp . 2760010 2,815,520 »(55‘“,,3,)_ {) Pudéral lu sislation enacted in 1970, At has - filed withi
Hunk subsidinry ~ (_Qifﬁi,)i_ R 101 B ¢ iB47) the I‘L(.ll.’l‘dl Reserve Board an lrrt.\'()mhlc tlection lo
: : _ kﬁ}_‘.ﬂﬂh.ﬁi!‘l“'{_ 511,207 6655 S(":T(I.;U] divest of its holdings in 'l‘hL Minoil National B.ml\ &
Applicable to oL Trust Co: of Rockford iiffior o January 1, 1981.
- rsecurilies ging .8 002,479, ¢ 02470 5 - delcrmumhon has been “made s, to “lww nt will .1ﬂecl

Il -
It

1
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‘Berkshire Hathaway Inc.

NOTES TO
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el e

O S TR

b
Aol praece will T ueed e the Cangpany
b j';.!ri Lithenad copital « clFibtien b sabaddinrbes wlbch
it gt ot ' Ineutasnee Group. _
The e et tor tnndatory anntal prepoy -
ment of 8L 000 e Aluch {in cach of e vears
Wrom BT L B2 el Ave, (ntinnad propavimenis are
perrnthed sithdnt preminm o the spnnel of the

Costipnny

1ot

o

JEAL
MENS
L g S Y 00>

B

CONSOLIDATED FINANCIAL

o |
STATEMENTS, Canlinuwd

refuirad prepavments inovach al the years 1879 o
A2 thin ripht s omed cumadalive, '\cltlllmmll]\. the
Compinp v sfio prepay the noles al any lime, in
tull s in pait, prominn ol 8% dn the bwelve
months, camrnencii March L1973 e premium de-
gatalily to par i 19020 The Company agreed il
will et eflect any optional prepavineitt priorto Mareh 1,
P Prone procecds ol any refunding operation ine
cadvigt the Dncurring o agy indebtednuess at on effegtive

Wl

vlines

cwarnath it rest rategit less than 84,

: uhi\mws i‘ﬁmw ot boumd by the

p.;rmn;,t ol approximately ST3UOGO00 as.ol I)v-‘(',

i

Ao sales ol s assels,

Ceattizalbons,

P the node dastrunwents e ;
ather things s o botll the Company and restricied” ™
erilnitharivs oS defined. Lo Timitaiionsas to 11f‘rmlh:vlblc '

outstandine funded debl and kulmulnﬂ,uul fended

Sdebts o dimitation un carrent (luht u,t»n ;ﬂ!v. maoney

borrowerdiand foa lipitintion mt n'lﬁ!'tj.,dbl‘ phl oxe opt
e Lo affer acquired” ]rmpml\. Further, "the Company
mwwmlub that it \'mu!d rliilt ke ;‘ gilhu:lml Py
et whel e tm invliides div utvu/!a‘ Diber equily
o gl strit e s ol u}zw-ulnw!lt in_ghrestricted sub-
teivne of the Agree-
i eaceaw of slated tormulg wnounts, Relained
her
{]w“

nmﬂm
14972, wrestricted by 1his
u-mmmlvr s restricted,
The Agreement adso conlaing limiting leems relating
‘ -"mvrg.;lfg‘ﬁ or consabidalions, and
allows the noteliolders to demand prepuvment, at par,
within 60 divs ol police thal, during the lifelime of
Warren B Buffett, slock owsership in the Compuny
b Warren % Batetl and the mentbers of his immediate
furvily, Inclmblne certuin trasts and  charitable or-
decreased, 1o less than 15% ol the
mtl-‘tiw(lmg., m;nla[ stock of the Campany, '

ari p; ovision:,

DR

mpany agreed, ionoggh o

DISCLOSURE
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Berkshire Hathaway Inc.
* INSURANCE GROUP

i

STATEMENTS' OF ASSETS AND LIABILITIES

Dcct.ml)(.r a1, 'lJ?" and 1971"

ASSETS

Bonds, n{\*lmorlwu{ cosl{note1). . . . . ‘-

Slud\s 9?" ut.cost, 1971 at market (noles 1, 2 and 3)
Prafet r(.{i stocks . ., . e
Commipin stock of Bhie Chip Stumpq
Other \\'o_mmon stocksy

P ' .

\\\ . . A

W, Lo oo
Y

. B : ; B
Real estate, -f’}_nuipnwnt and furniture, at cost léss allowance for depreciation
- 1972, $546,602: 1071, 442,442, ., . . . .
Cash and bank deposits e« ., ' v
Agonts' balaiices and premiums in (.Ourse 0[ collectlon ‘
Reinsurance regoveruble on loss paymignts :
Tovestmenl inconte due and acerued |«
Amounts due hom sale of m.cuntth .
AOther Coa
Psep.ud 1Lqms:lmn coala

. 5 b

~L0ssu=,'mcl!ossudwsl:n(ntc.xpnma.s(notel] Co
Unearned premiums (nofe 1) . -, . ’
Funds held under reingurnce treaties
Contingent :.omnussmns :
_ Other expenges .+« & . .
Tuxes, licenses.and fees . % . .
Agents' and poh(.;lmlders clepuslts .
Federal income taxes: :
Current . P *-..:5 .
. Deferred " oL o
"% . Amounts due for pmdms&. 0I qeuunlleb R
Mortgage and contract payable on renlal property .
QOther lldbllltlﬁb B :

Capital. stock and surplus (note 4):
Conunon stock of $10 par value per share.
Authorized 500,000 sliares; issited 400,000 shares - .
Common “stock of $100 par value perishare, '

Authorized 50,000 shares 1872, 20; 000 shares 1871; lssued 25, UOO _

shares 1972, 20,000 shares 1971
Paid-in surplus ., . .
‘Unagsigned surplus .

. »
o Ve
ke
s
Jil

‘3 84, 148 480

IJ7I '
Y 84 079 023

2,042,252

11,287,396

17,41, 780'

Y

998,631
4,128,225

11,676,048

31,641, 4'78

16,802,904

1,674,114
3,044,367
. "6,802,288

277,741

1,629,176

pr—

552,055

5,624,000

1,312,772

4,563,077

7,131,037

440,396

“ 1,500,148

206,513

506,406
6,771 ﬁSb

$139,484,449

§123,313,992 .

LIABILITIES, CAPITAL STOCK AND SURPLUS
. $ 60,275,018

23,849,397

457,845

369,152
210,833
587,914

540,742 =

3,141,149

3,214,084
674,123
. 58,995
B 53}906

$ 52,990,625

25,516,268
1,025,737
268,151
347,788
908,500
787,429

1,002,500
3,742,611 -

-~ 1,331,182
* 9,845
140,160

93.‘903,15_8-

.Q-,;

e.%
5.

2 auo ooo
8 asﬁ 250

be 4,000,000 7

29,230,041 - .

88,070,796

4/000,000

2,000,000
. 851,250
K,’Zl 391,886

. 45,581,200

735,243,136

$139 464,449
_.....,F:

' b

- 123,313,932

Seo accompnnymg nntus Lo financial stal('ments of Berkshire Hnthmvay lnc - Ins‘umnce Gmup

- 7
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Berkshire Hathaway Inc.
' INSURANCE GROUP - °

I STATEMENTS OF INCOME AND REALIZED INVESTMENT GAINS

\*. Years ended December 31, 1972 and 1971 *;
B r )

L Lﬂ@; _ e

_Netp y.mlum'a wrltten e B / $57,950,178 366,455,532

. Deerws‘t. (lncrease) in unearned premmm-, e e e L 876,872 _{5,588 1326)
. Prenuums ehmeu’ T // 59,627,050 » ~ 60,867,206

' | 46,087,080 ' 40,703,230

_22,64D.020 20,083,975

, oo . 12,305,064 115,331,620
Salanec and Dtl:er Iempensa!mn ST ] e T 2,125,645 - 1,667,167
Taaes. licenses and ﬂz(.‘n“ Y 1,136,177 1,325,562
: i .+ 1641830 - 1,667,362
repaid; e _ 1147656 (1,316,962)
N B P S 18,355, 872 18,674,749
Net underwritinglgain . = % . ... . . . . . 4,204,144 1,400,227
Investment income: E : - .
Intereston bonds . - .\ & . . . . YL oo . 5,800,570 . - 4,429,701
Dividends on stock .\ . . . .. . L%, NN 829,930 - 595,041
Rmmqlau ncome LN .. L L L U g 310851 221,085
S ' S F e Py n 7,040,451 5,245,827
ln"}estmen_t expenses . . . . . . . . . . R (R '@‘“ 28 209 272,199
S ) LR T _ _ S 6.7 _6?55242 4973628
Profit from underwriting and inves‘tmeng\\g v T . 11 039 390 4 6 382 855.

"o

Other income (expénse} .. % .. . . . . . . . 1 L. . o '(222,2831_ .53.9};9 .
Income befare Federd] income’ taxes and realized gains on invest: B ’
mentS. Lo 4 ... . ... .. ... 10817007 6436765
' ..Federal income taxes (credlt) (n : . i E
Current, @ . oo A L Lo L L 2,816437 625,647
Deferred - = . . .. W co e o oo 0. e (55,090) - 586,585
ed

_ 2,761,347 1,212.212°
lgains on investments . . . e - 8,055,760 5,224,553

!

Income before realiz

Realized gains on investments 40 . 0L P 1,358,830 D 1,027,764
Less Federal income taxes . -~ . . . & .. . .. .. 43(]_,1_35_@" - 308,405
o o ‘ S _ - 928,586 719,359
Netincome . . . |7 . . . . . o a ). . $ 8,984,346 § 5,943,912

See uc'cqmpan_\,:'fng nates tel financial statements of Berkshife Hathaway Inc, — Insurance Group.
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Bérksh‘ine Hathaway L.
INSURANCE' GROUP

STATEMENTS OF CHANGES IN F[NANCIAL POS[T[ON
i'\ ears ended I,Jewmber 31. 1972 nnd 1971

- - : R A A I,
. - Funds provided: : ' I } oL rw
From npemliona. ' ‘ ‘ “ . ‘ .
Netineome .o LU o st TS 0984346 S 5,943,912
- Charges {credite) ln mcomc fiol reqhir 1#13, funds: - R Ty : :
Increase in loss and loss expense resdives. ¢ e owe e e - 7.284,393 23,231,880
{Decrease) increase in unearned prejmum rv’u uc.s ; Hoe s (1.676.871) % 8,033,311
{Decrease) uu.n_asq in funds held lIHL[Ll" lunqumnce trealiog . - (G?-.'HQIZ)' 509,017
(Decreuse] Increase in deferred taxes ™ 710 ., W e e {55,090).. 874,345
Inerease in current income fuses e L s ' 2,138,649 1,260,979
- {376,540} 276,049

Ry % )

[

i et A TR R i 4 2 VTR A

IDeuL.mel increase in acerued.taxes wid ¢ \punscs . .
Degrease (mcreas;,] in dgents’ In]mwes and um.ollectcd premiums,

nel . . . oy e 238,749
Decrease [unreac}e] in pu.p“uu msurmr.c ar.qumhon cosls 1,147,656

(4.004,642)
(1,781,510}

"

;ll’lowed}. fom sale af capital :-,tock A

iy

- [)E;;chmmn ‘ e e e e 109,296

lnch”tae in afccruéd 1:1\'eslment |n!}0me v
I\lllpt tization of dmconnl on bonds. |

Poa - (14,794)
S . (538,715)

_ Detrease (incredsef in remaut.mf_q,,re{:uvemblploss payments . o 162,655 -

"Pecrease ivagenls” and polmv]mlpem depo.{utq .
SDUlies net L o ‘#L

: o (2406,607)
P )
Funds provided Trom opf.,mllons e e . 16,997,452

78,407

(717,159)
_ {440,396)
(159,550
30811
133,050,961

" 71,000,000

i
s
.:3.
|

8,500,000

T

Boutribution fram parent . .

From_investments sold ar malured:
Bands . . . .
Common stocks
Preferrved stocks

e 1,500,000 —

* 73,402,063
2,362,779
e el . . L e 163290
S .- 60,890,902 75,928,082
DLCJ ease in cash 3 : 1,518, 710 —
Total luncla [Jl’OVlde _ . e $ 81,867,064 5117, l-_i.r{l 99'}
' Funds used: ; 5 T - _ o T TR

53,779,867
7.111,005% -

Cost of investmients pu:clmsed
o Boads
" Common stocks
P'r'cl'erref.l stocks

§ 58,700,930  $106,166,036% -
20,745, [‘40 ' 6,829,009
1950005 160499
: _ T 81,445,575 113,155,544
F’aymcnt‘; on morlbage nole ]1'1yahlc e o S <! B 9,1_(;9"
Purchase of eqmpmenl nel of dlf.poqals ', Lo . L 419,520 199,944
Increase incash . . .. § ; ' C e e e 8,750,603
‘Excess of purchase cost ow,r lmrkel. value ol d%ets 0[‘ acqulrecl bllb-

sidiary . . e e e — . 363,733

— iAo e e

§ 81,067,064

e e SRR e et et et L

prre

See eecompanying notes o ﬁnnncfﬂ! sltafements of Berkshire Hathaway Inc. — Insuranice Group.

14

o

L e A et s s b Lomnmion e

D l SC L.SU R E . F THE ABOVE PAGE 15 LESS CLEAR THAN THIS STATEMENT. IT IS

DUE TO POOR PHOTOGHAPHI(‘ QUALITY OF THIS DOCUMENT.




T
A :

a

P e

O

PR

s

n

Berkshxre Halhaway lnc.
" INSURANCE GROUP

<

STATEMENTS OF PAID-IN AND UNASSIGNED SURPLUS

Years encled Df.u:mhe: 31, 1972 and 1871

r

PAID-IN SURPLUS

e ! o
Beginning of year ", . . .« .0 . \?

kd

© Contributipn’{rom pntcnl - .

Excess of prou.eclq over par \Mlll(_ of mpﬂal qlock issu

Endofyear . . . . . .

UNASSIGNED SURPLUS

Beginning of' year e e
. Net ingpime

Increase in net unr(,aluecl apprcuahon of mveslmenh
1m.re.tsemdefc:r:.dlmometmeqonunreulu.eddppn.cmtmno!‘nweslments R
o= (146191

!

Excess ol market value overcost on stocks (uole 2)

_Lndofyedru,é_v o . .'__ e e e

o

1972 1071 T
$ 7851250 S 1, 851,250 -

1,500,000
o Swow  oogm
e e 's 98J1,250 7,851,250
S T $21,391,8686 '$14,482,568
Coe + 8,084,346 5.943,912
Do L - — 1,306,083
(340,677)
. kK ’

. See uccompﬂnylng g!es to financial stalements of Berksh:rc Halfmwav Ing. — Insumnco Group
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,_Berk'lshire Hﬁthdway Inc. . .-

INSUI{ANCE GROUP _ =

NOTES TO FINANCIAL STATEMENTS
»Dt.cember 31, 1972 and 1971

1) Summary ()i Significant Accountmg PO[ICIES and
Practices . .! B Sy

Basis of Presentation: The fimm:iml statements of” ‘the

Berkshire’ Hathaway Inc. — Idsifance Group include
thosge of National lndemmty Compan and its wholly-
owned bubqldmnes, plus thode ~of Natlonal Fire &

Marine Insurance Commnv Nitienal lndenmlly Coni-
paiy has four wholly-owned blll)&ldlal"lEh Cornhusker
_Casualty Company, forned in 1970; Lakeland Fire and
. Casualty Company, lormed in 1971; Home and "Auto-
mobile Insufance Company, pur_ch'de in 1971; Texas

United Tnsurance Company,  formed in 1972, The
statements. aré presented on a combined basla, wnh
significant  intercémpuny _li"‘lllSﬂLllDHb and balances
eliminated, ? '

- H

Insurance Premwms Inéurance premiums are recog- .

nized as revenues r'tldb!y over the terms of the policies.

. ‘Unearned premmmq are computed on the monthly pra

rata basis and dré'stated after decluctlon for reinsurance

placed with other insurers in'the amount of $3,691,310
and §5,738,332 at December 31, 1972 and 1971, re- -
spectively. Pohcy chumltmn costs such as commissions,

premium - taxes and certain cother underwrltmg and
‘agehcy expenses are deferred and charged '1gmnfst in-

come ralobly over the ters of the pollmes

DISCLO;S{UR ©,

Securities:.Investments in bonds are sluted at cost,
adjusted where approprmu. for amortization of pre-

" riinm or acerelion, of discount, Bonds with amortized

cost ol $16,582,277 and $19,920,841 st December 31,
1972 and- 1971, respectively, were dcposm,d i Lrust

with V'irul.mq rogulatory authorities on; in accordance .
avith the lcmm of various reinsurance treatus,

Investments in stock at Dcu.mber 31, '19'?" are stated
Ltt cost. At December 31, lfﬂl. mvestmmts in stocks
are stated at market valu¢ with unrealized gdms and
losses, net of applicable deferred income taxes, being

reflected in sloc,kholdus et]ull}" Details concerning”

this accounting change are presenled in noie 2,

Reserve for Losses: The insurance compaities provide
a reserve for losses and loss ad_;uatmcnt cxpenses. based.

upon. (1) aggregate cage basis estimates for losses re-
ported, in respect to direct premiums wwritlen, (2)
estimates of unreporied losses based upon past ex-

perience, (3) estlmaleq received relating to assumed

reinsurance, and (4) de.ductlon of amounts for rein-

stiranee " placed \vlth ‘reinsurers ‘in the amount of ©
'§3,324,369 and $3,166,379 at December 31, 1972 and

1971, respectively. o

Calaslrophe Reserves. The i msurance :.ompames do not

1F THE ABOVE PAGE 18 LESQ CLEAH THAN THIS STATEMENT IT Is
DUE TO POOR PHOTOGRAPHIC QUALITY oF THIS DOCUMENT.
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Berkshire Hathaway Inc.
INSURANCE GROUP

b o e T g N 2 T IR T

o - o . NOTES TO' FINANCIAL S’FATEMENTS, Continued

P o i [
Vo mittee bn Insurarnce Accounling and Auditing of the- " I‘hc Lhdnge from the mirket to.cost mLL fod. requlred_ : ;
American Institute of Certified Public Accountants in a charge of $1,146,191 to umassigned qurg s 4n 1972, _ L
- cooperation will industry representatives is workmg representing total unrealized npprecmhon at December " i
toward he development-of a definitive statement as to 31, 1971 less . applicable deferred 11101fnme taxés“of . . ' %
. the a}mmprmta accounting for- catastrophe losses and ':47.5 437, - .,i\ﬁ(,.,.g / /‘/ \\ . . g
. resolution ‘may lead to changes in t!u, accounting e . S A o _ ,‘E
})I"lCllCCb heing i‘ollo\\ ed, . [3] Common Sloi.k of Blue Chlp Suamps’ : B .
. . Real Estate; Eqwﬁmentand Furniture: Real leatt., eqmp- . Duping 197 2{2 he ]}Buri ah-re mHatlmway In:,urance " ‘
E menl tmd furniture are stated at net-depreciated cost G 15 reascl s ‘F lﬁ[dﬂ ) T Bige Chin St g . !
‘Provision for depreciation s Jbased upon their -esti: roup Increase ";,l«" @ldings of Blue Chip Stamps from S
mated, useful lives and is computed wiider. the straipht- “approximately 6% of that company’s oulstanding capital P
Lo ) ST - & tock at DLLenlbL‘t‘ 31,1971 1o approximately 17% at K
line method. Maintenance and repairs are ‘charged lo S{j sber 31, 19,2 The holdi PE ) hased : §
E\peaan and ‘betterments are capitalized. Gains and lllim(‘)r;&::\'rnmrk(.l. Blue lélul: Sll::; p;\?srifgt;;;?;i tl:: - t
- :32’;‘;\; on_youting dlspobltxons are clmr;,ecf ugu‘mst trading ‘stemp business in California; and through a .. . %
) = . qubmdmv “See's” Candy Shops, lncorporated, in thé . K %
.Income Taxes: Ihe insurance Lompame nccouut;“fc)r o mnufacture and sale of candy. o %

cértainincome and expense items dlﬂ'erently for financial A major stockholder of Berkshire Hathawuy Inc., the
reportmg, purpeses than for income tax purposea. Pro:

- ; for deferred d parent company of the Insurance Gronp, ofvns directly
X . L ! o s . . o . R S I .
o o . visions for deferred tixes are being made in recognition or indircctly a substantial additional stock interest in

- of these timing differences. [nveatmenl tax  credits Blue Chip Stdmpq Blue Chip Stamps i constdered an
i “ypalized at the time of proerly nc.qulbmons are

) o : 5 “ifvestee” of the Insurance Group’ under the provnsmn
L T : 'cr?““'d to income, | ksl l ol Accounting Principles Board Opinion No. 18, Divi- - :
I'he ingurance companies join \Ml 1 Berkshire Hatha- dends of $111,168 and 563,486 received by the Insurance = -

- wnﬁ Inc. in filing a cnnqohdated Ft.deml income lux

X _Group £ oﬁii’ Blue Chip Stamps are included in- invest-
e urn

: ment income “f the Insurance Group respectively in s
~ (2) Change in Method of Accountmg for lnv&clment in 1972 and 1971. ‘No additional incomie from the invest- .

SR Y e K TR T e o e

: . Stocks = ment in Blue Chip. Stimps is recognized, since the
4 SR C Stocks are carried at_cost at December 31 1972, Thu, equity in undistributed earnings was not significant in. . "
: ' R represents a change from December 21, 1971, at which gither 1972 or 1971 after considering amortization of :
dute stocks were reflected dt maiket values with un- excess of pllrchdse cost over net assets acquired, Such. = '
realized gains and losses, net of npplicable deferred in- excess. cost amounted to appm:umate!y $3,600,000 and ;-
5 - come laxes being reflected in stockholders’ equity. The. 751.1'1_5.000 at December 31, 1972 and 1971, respectively. .° . * -
- change does not affect the “statements of income and - ' - _ o U ¥
. realized investment gains: The change was made be-- ' (4) qmrkholders Equity, - ' o e
rcause management believes the preseniation at cnst

The following additional common stock wuq sold

8 to be of preater continuing significance than presenta- :
’ Ereaier 5 516 2 : p ) during the two years ended Decerr}ber 31, 1972;
) " ‘.E “ )

» tion at market value and to conform-the accourling

- practices of the lnsurance Group with the methot ‘National !-"demn“y Conipaiy, 510 fmf value cé:_mr_ﬁor‘x'

uged by tive parent company, Berkshire Hathaway Inc.  “  stock: Q v

in accounting for investment in its .Huht;ldnry com: ' May 1971 — 100 000 shares for $4 500,000 R .

panies, Market values will continue to be disclosed in - January 1972 — 350, 000 shares fori§2, 00D, UUU e

-.ﬁmlnolcs or _othmwlqe. 'I‘he COITI}MI"I':OH of amounts National Fire & Marme Ins ur.mu. Cumpdny. 5100 par value \\. ' ‘

- - is as follows: . B ' comimon-stock: :

Cost » Market April1871° — & 060 Shares f&r 1,000,000 . .

: 7 Dec‘umhcr_ 31, 1972: . _ Junuafy 1972 — - 5,000 shares for 51,000,000 . _
BN e _ Preferred stocks . . . § 2,042,252 S 2,872,980 . July 1872 — 5,000 shares fnr $1,000,000 B T T
o Common, slnckuf[lluc Chip. L = . ;
S : R Stmps |, . .0. . 11,287,398 13,130,068 : The January 12,1972 addltmns were Tretroactively
§ e N \ Rivehedie . y 12, y .
- : : i Dther coniron SlOCLS »,17AIL780 18,698 161 reflected as of December 31, 1971 m the accompanymg H
Dcu.mbl.r 31,1971 _ . o f il statement ;
_ Preferred stocks . .- . -983,247 - 993,631 ; inancia’ Slalements. . _
« Comtnon stock'of Blue Chip : Surplus'is restricted for»dmdend !purpoqes by the"- .
g Stamps . .. ...+ 8545650 . 4,128,225 various insurarice gepartments ‘of the, states in which ;
Ot}u.r cummon StOCkS S, 510,746,439 311.676,04524 ; the com-n"“cr., do bUSlHESS. }f . o
. Tl = . . / B !" "

m s S o
R T £ S e s it s D g Clgnd ) B e X, 3 “"‘*‘v .-'—«l X a0 nE
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Berkshlre Hathaway Inc.
"t BANK SUBSIDIARY

The llhnms Nahonal Bank“& Ti'iiéi Co. of. ~R6‘c_kford
)

Financijal Statements’
.~ 1972 and 1971
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Berkshire Hathaway Inc.
BANK SUBSIDIARY

rI he Illmma Natlonal Bank & Trist Co. of Rockford »

AND SUHSIDIARY &

CONbOLIDATED ‘Q'[A'IIZMLN FS QF CONDE

i .
{"‘ .’f“ (e

* December 31, 1972 and 1971

ASSETS

Cash ind due trom Sanks
Tnvettmnt *-vuml!e\ {note 2
UnilediBtates Government oplig@tions .. -
(5 111;1u21t;!1~ of states atd p:;ht{;ml suhe!iamnns 2
(ithm «uumhu "
;ﬂc.i"h“'[t)ll.‘ 3. A .‘"' . a e me
15;111]\ preniees gl eqmpnwnl. ab cost lessac wmulaléd (lup:uuullun(num 4) .
*'\unu Al intetest receiv cable and olher assets

By : . A

o

, © 'y © LIABILITIES AND CAPITAL, FUNDS -

Denand depn?ila
Thnd deposits
[utd! dtpcmls )
Aseried laves and otlicr liabililies
I()Lll linbilities

Reserve for loan losses. {ngile 5}
5y

Capitad tinids: . S - ce L

Common slock, 820 pd: valuc, Aut! .omul and issued 250,000 shares

faote G) ¢ . . . . L
Surplus | . :
Undivided profils .

Reserve for conlingencies :
Total capitél funds . :

See gecarypanying noles ta consolidated Jinancial statdments of Bunk Subsidiary,

18

-

1"‘ ﬁ)IJ: 548
.1{] 162,736
7.778:4900
BUG18.025
1.360,892

ln(J IO

5! ,d‘lh Bul.

5,120,400
770 .18 i‘llz

132, 68,206
. uR6.645
103,574,941,

1,024,601

-5,000,000

5,000,000 -

7,796,349
__lao1, 000
18 7‘!7, ]4‘)

_‘3],.13 i‘]h 491

5 l; Ki2.6086

12,61 H,SI" 50
.dli-’l f:31
B.HBL. T4
"'14 (i, 81

...L,.J‘HJ

)."2,113,

31 36,021,496

$ 51,208,306

84,639,857
115,848,253
813,760
]T(J llGi o222
#534,671

5,000,000
7,503,803
1,001.000
13 504.803

) Sﬂs 021,496 '

¥ 5.000.000 -

e ok T T i SR A e M TF S AT T

SR

55
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, ".DISCLOSURE®

(et e

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

S

"
e e g

o~ .




5

Bgrl\gshlre Hathaway Inc.
| BANK SUBSIDIARY

The Hlinnis Nattonal Bank & Trust Co. of Rockford
“AND SUBSIDIARY

O

CONSOL!DATFD STATEMENTS OF [NQOME
. 1‘(,’ ars Ended December 31, 1972 aml 1J‘71

© , .
gzzc 17

Omelmg, income: - '
Inlerest and foos un’ loans . . . . ... 54,194,013 S4D0G,004
Income on Fetleral funds sold = . . . s 109,905 108,271

Interest and dividendson: 4 _

United Stales Gover nmLx;I obligations . R K 598,308 708,008
Ol)l:g.,ulmns of slates and’ ]mlmml aubdmsmm Lo I 2,677,138 2,093,649
Othersesuritios .~ . . .© . .« . . e . .o 524,229 227,684
Trust department O S 385,469 336,362
Snrvice charges on deposit accounts . .. . Do 127,250 137,345
OURE o . v . e e e .. A1dID 306,616
Cfotal operating income . . L, 4 e (3.9(:7 (md 7 925.079

Opnmluu, expen*ﬂ.s . & ‘ o _ : ;

Salaries . . . o " C o 1,366,702 . 1,291,568
Pensions, profit’ sh.mn;,. and c:lhe: emplm ap bcnu[:lq e e 248,618 - 207,709
Interest on deposits . . . Coh e T 3,418,746 2,732,657
Jnterest on Federa] funds pumhascd G e i . - <3197 1,632
Nel occupnney expense of bank premises (nole 4] < . .. 314,221 358,708
Equipment rentals, (Ic,pmuatmn, wndtmaintenance {nole 49 .. ... 264,966 288,761
Provision for loan losses (note % . . . & . . . . . . . . 36,900 35,900
OUEr . % v e s e e e e e e e _ GadB2 081,208
! Tolal operating expenses . . . . . . i Cowo. 6,287,572 5,598 168
Income before income lases and secur ities gains. . . . 2,680,081 2,420, 911

Applicable income laxes: ' ' ' /
Current. . . .57, e e e e P 7331 121,000
CDeferred . . o e e e e e (1 685) . (12:260)
Total applicable income taxes . & % . . . . . . // {354) 108,714

Income before securities gains . & . o N0 U0 . "?4[1"80 445 2,218,189
‘Sectirilies gains, net of related taxes 60672,351 in 1972 and $9,000in1971 . . ﬁ/ 83, ?I.; : 26,201

Nel income . . v« v e e e e e e e §9704150 $2,244400

" Income per share (lmsul on 250,000 shaucs) {nu{:, [}'_] _ e
Income befode scenrities pains . . . 7. o o . . o $10.72 $ 8.87

) . s . L i A (] B
,M\(lmcmm., . el :..-.“'UG BJB \\
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' H 'F b ) |l .
= See ucufmpmn uu, no[vs o con.&.uhdnted jmuncml s{utemcms of Bunk Subsidiary.
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Berkshire Hathaway Inc. '
BANK SUB-‘SIDIARY

I
The Hlinois National Bank & Trust Co. ot Rockforci*
AND sunslmmw

CONSOL]DATED STATEMENTS OF CHANF['.S IN CAPITAL ACCOUNTS

Years Ended December 31, 1972 and 1471 <

Hoeserve
Reserve Jor  for assel re-
conlingencics  evaluation

. 51,001,000 575,000

Common Undivided
stock ” Surplus . profils

£2,000,000 $5.000,000

$10,137,393
2,244,400

Balance, January 1, 1971 .
Add:
Net income |
Excess of loan loss pm\mon
% over allowable for tax pur-
\\\ poses, net of tax of §17,232 .
{noled} . . . . o . 18,668
, ‘;\\ L Other . . . . . . = . _ 28,342
oSS i - ' ) .
N Cash cin,tdends . & - o {2,000,000)
Transfer lo common stock re- S .
laled to slock dividend mote 6) 3,000,000 | {3.000.,000) ©
< Trawsfer o surplus . . -~ 3,000,000 (3,000,000} o
Transfer to undivided proflts . - : 75,000 . _{75,000)

Buldnui.lﬁecumbm 31, 1971 . 5 000,000 5,000,000 7 .303 803 1,001,000 —
At ! :
Net tncome . . o _ 2,764,150
© Less: ’ :
Cosh dividends ~ ~ (2.400,000)
Transfer to reserve for poqt‘.lblc :
“ v doan losses, e!\(_luslw. of -por- :
tion charged lu,}mw income, ) &
net of {ax of $66,005 {note 5} .

Dalance, December 31, 1972

P

2 ey
- $5.000,000° 8 349’
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L
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51,001,000
';L:A.:'_..."' AP
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANC[AL\\POSITION
YL'us Endcd December 41, 1972 ancl 1971

e e Tt A P

7 ) 72 .!9,11
Funds provided for investment: ) : :

Inerease in:
. Gapital funds:

- Net incame
Cash dividends dLCI'HLd
Cther, net . .
Nel (.lmng,c.s in capital f'unds
fDLprtls

5 2,764,150
(2,400,000)
. {71,604)

292,546

~.. 16,840,043

$ 2,244,400
{2.000,000)
47,010

291,410

" 14,274,943

CeOWhem met L ..o LD DU IT ol U Tl T4vsson_SBOBGG
§ CMotl L e s e e e e e e .. BIT625897
Funds used: ' T
ll_lvu-.h.d in earning ussets:

Loans . %, . $ 5,503,742 5 2,844,218
lnveslmcnt st.cmme R T L P PR PR 7,173,845 .] 416,600
Direct lease eqmpmult R _ 185,009 89 ,430

s . : 12,872,590 ) 1rJ 350 254
Acldllmns to bdnL prt.mlqeq and c(\tupment @ e e e e 497188 120,865
Incregse in cash and due f'rom ban P 4,278,784 2,676, 101
Other, net L e et e e e 425,326 —

Total . LT 817655897 515,147,220

S15, 147 220
- Sge accompanymg noles la conschdutcd ﬁnuncwl statementy of Bunk Subl;:dmry.
7 "3‘ ' »
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- Berkshire Hathaway Inc.
BANK SUBSIDIARY

The Ilinois National Bank & Trust Co. of Rockford
AND sunsmmm’

I ‘
I‘NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[ December 31, 1972 and 1871 .

{1] Sigmﬁcant Accaunlmg Pohc:es :
}f! The aecounting policies of The tlinois National Bank
5ubs:dl.1ry of Berkshire
'l Hathanway Incjand lts wholly-owned subsidiary, Brown
Building. Corporation, conform f{o geferaliy accepted
- accounijng’ principles and .to “general practice within
e banking industry. The following is a description
' “of"the more significant.ol those policies: -
‘Consolidation: The consolidated financial stulefnents
included  those of the Bank and its wholly-owned
!suhmdmr\' All significant intercampany transactions
have bu.n eliminated il consolidation.- Ak hmu‘lryu'
. 1972, ihe linois National Safe Depcml Company (a
wholly-owned subsidiary” of the [ﬁtml\] wiis digsolved
in a lax-free liquidation, and its assets, Habilities and
capital {which -are not -significant in amount) weie
merged into the Bank. The Illinois National Saft

Deposit Company had been reported ona tonsoliddtedt

p‘

uf(

[4} Bank Plem:ses dl’ld Equnpmcnl J“

H.mk “premises‘and equipment. are © JCc:ndcd at st
less  accumulated  depreciation  of §1.676.936 - nd
$1.480.008 at IJeLumh(.r 31, 1972.and 1‘)7'1. xenpectn, ely.

| . D(_prl_cnlmn oxpense lotaled 5210,840 for J‘)/Z and

$22%.540 for 1971.

el #

" busis with the Bank in prior years and; accordingly.,. -

the liquidation has no effect on the: LLIJ‘I"EIH comulldalcd
finnncinl statements. : | :
- Investmen! Securities: Inves’lmem seenri

at cost, ad Lustet.l for dmortlmlmn of prmm L

tion b'w.d on the u;tmmtt.d uc;%zhll hfr. ot euch i
Deprecmtmn is computed on the c;lrmghl—!me mhetid
for building and uutomoblh,s. and on an “ucceleid
melhiod for improvements, equipment, and drige-i
and puarking, facitities. G
Federal Income Taxes: a\abh. incofme is Llctt.rmuu,d
using the cagh- biisis of accounting whereas the dCLrL\al
method of acc,ounung, is used in preparation of Inmn(.ml
 statements. Defebred taxes are provnded in reco;,mhon

' of the timing differences.

The Bank and its subsididry join in the fling o[' i
consolidated Federal income tax return with Ijerl\shlm
H'uh'umy Itic., the parent company ol the Bank,

(2] inveslment Securities , ’.J;, _

The appropriate market V'ﬂlu_ of mvcs[mcnt sect-
rities at December 31, 1972 and 1971 was $12 960,000
and 564,042 ,000, respectively.

_ Investment securities with a book value of
$10.038,639 and $9.136,472 at December 31, 1972 and.
1971, respectively, were pledged to sccure pub[u.
deposits and for other purposes.

1}

(3)-Loans . S . :
Loans have beoen rt_du(.ed by unearned discount of

"'{B] Capltal- Fundq'
_ / On April 12. 1971,

f . par value 6f 150.000 shares l'-‘-:llt.d

152,226,579 and ‘31.934 ’3‘34 on Dcu,mber 31, 1972 and °

1971, rL‘i;‘JeCthG]\' *

IISCI‘.JOSURE®

(5} Reserve for Loan Logses®
“The Bank follows the paliey of projiding ddditions:

to the reserve for possible lodn losses in aceordance
Avith maximum anfounts allowed unddr the applicable

Faderal. lax lws. For Imanudl reporiije purposes, the
mmmmm pravision to be leri?ml o oqtmlmb EXpenses
iy bised upon the Bunlﬁ s loan loss c,\]{euunce aver the
last five years: .
_, Imnsaéllunq in the reserve
yoors englul D'LLmbu

|

Bnlnné{u nl hL&,mmm, of ﬁtur\“

l‘qr lo;‘jn Iusx;v/; for the

31, 1972 al}(l l“)?“l \\uﬁ dh.

IR
« 1 asoly,
F71604
A—.—..@_ﬁ' tr‘
!
‘Lcés lu.m:; cfl.lrf.,ul hll el m“ rL-
,’wwrms of 5392509 1919
’mmlﬁ‘?‘]zi’ in J‘l?i T _‘

18,668
17,232
38‘14 8?1

~‘Hransler to:
< gp Undlvided pro&tk[l]
: /d\r.crm_d inconre. tuxes
Bdh_uu:“u at end of y,e.u' U

_ L e.\'penscs not “de-
dudih’lu Tor tax;purpases .)7.[ wis trnsierred
o unt1 ivided profits, et of tx.

[hc pumon of the reserve \vhth was fimllahlt, for

| pan lossés wis 5706,422 al Dt.u}mbl..r 31, 1972 and -
S 6874191 il Dl.cunhu SL 19:1

mp"iml‘ stock  was uu.rmt.u.i
$3,000. 0(1(] by @ transfer [rom surglug representing the
in connection with a
the form of a stock

2 for 1 stock split eﬂe(.led in

L\tlvulend tlpproved by lhl* _shureholders -on Jmunry

112\ 1971, |

(7] Reclassifications Lo
Certmn iters of e\pu:se ‘in the 1971 ennsolidated

stalemcnt of income have been re classified to contorm
[

to classilications of qum]nr ttems m I‘??"

21
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BERKSHIRE HATHAWAYJNL

DIRECTORS

'\\’.\nnr\ L BurrerT, Chairmqp
Kexxeri V. Grace '
Marcony G..Cnace, Jn.
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