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Item 1. Business. 

Blue Chip Stamps (the "Company") is engaged primarily in 
furnishing a trading stamp service to approximately 20,000 retail 
merchants and their customers. Eighty-six redemption stores are 
maintained in California, Nevada, Oregon and Arizona. The Company 
also develops incentive and marketing programs for use by various 
business enterprises. A subsidiary manufactures quality candy and 
retails it through 167 company-operated stores in nine western 
states. Approximately 2,000 persons are employed full-time by the 
Company and its subsidiary. 

Stamp service revenues have declined from a historical 
peak of $12.4, 180,000 for the fiscal year ended February 28, 1970 
to $88,736,000 for the fiscal year ended March 3, 1973. This de­
cline has resulted from several factors. First, a number of super­
market operators have discontinued or reduced the use of trading 
stamps in connection with their conversion to discount merchandis­
ing, a rival form of promotion. Second, the nation's largest 
trading stamp company has converted much of its California opera­
tions to Blue Chip Stamps' lower-priced, 1\nonfranchised manner 
of doing business. Third, may service station operators have 
curtailed the practice of giving consumers multiple stamps (more 
than one stamp for each ten cents of sales), a promotion technique 
which was widespread for several years. No reversal of this 
adverse trend in stamp service volume is expected in the near 
future. 

The Company is engaged in three lines of business: the 
trading stamp service; the candy business, which was acquired in 
January 1972; and the incentive business, which is still relatively 
minor. The following ~able sets forth for the past five fiscal 
years the relative contribution of each line of business presently 
accounting for ten per cent or more of total revenues or of totai' 
income before income taxes, securities losses and extraord~p.ary 
c,harges: 

" 'ta; - "' 
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Item 1. Business. (Continued) 

Revenues: 
Trading stamp service 
Candv business 

Income before income taxes, securities losses 
and extraordinary charges: 

Trading stamp service 
Candy business 

-2-

March 1, February 28, February 27, March 4, 
lli2. ll1Q. !.2ll 19 72 

99% 99% 997. 95% 
4 

100 100 100 95 
4 

March 3, 
!.ill. 

737. 
25 

60 
38 
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rteln 2. Summary of Operations. 

Following is a statement of income of the Company for the 

three fiscal,. years ended February 27; 1971 and a consolidated state­

:!ment of income for the Company and its majority-owned subsidiary 

for the two fiscal years en4ed March 3, 1973: 

Fiscal year ended 
March l, 

lw. 
February 

1970 
(In th~ds 

28, February 27, March 4, March 3, 
1971 1972 1973 

Revenues: 
Stamp service revenues 
Incentive sales 
Candy sales 
Interest and dividends 
Other 

Costs and expenses: 
Cost or redemptions and sales 
Selling, general and administrative expenses 
Interest 
Discount amortization 

Income before provision for income taxes, 
securities gains (losses) and extraordinary 
charges 

Provision for income taxes 

Income before securities gains (losses) 
.and extraordinary charges 

Securities gains (losses), less applicable 
income taxes 

Incomt before extraordinary charges 

Extraordinary charges - settlements of lawsuits 
and claims, less applicable income taxes 

Net income 

Per share: 
Income before securities gains (losses) 

and extraordin.acy charges 
Securities gains (losses), less applicable 

income taxes 

Income before extraordinary charges 
Extraordinary charges, less applicable 

income taxes 

Net income 

$107 ,602 
882 

2,764 
903 

112,151 

94,703 
6,761 

165 
90 

101,719 

10,432 

5,017 

5,415 

229 

5,644 

(3,651) 

$ 1,993 

$1.54 

~ 

1.60 

( 1. 03) 

$ .57 

$124, 180 
1,822 

4, 708 
1.310 

132,020 

108,977 
7,275 

705 
358 

117 ,315 

14,705 

6,967 

7,738 

27 

7,765 

(378) 

$ 7,387 

$1.53 

.......JU. 
1.54 

-L..Q!) 

~l.46 

except for amounts per share-) -

$118,374 
1,759 

6,203 
l,448 

127,784 

104,392 
8,558 

705 
358 

114,013 

13,771 

5,032 

8,739 

(155) 

8,584 

$ 8~ 

$1. 72 

-<..:.Ql) 

l.69 

$1.69 =--

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

872 

114, 102 

93. 791 
10,917 

927 
365 

106,000 

t,102 

2, 195 

5,907 

(1,693) 

4,214 

$1.15 

--1.:.ll> 
.82 

$ 88,736 
3,624 

32,049 
7 ,315 

59') 

132,323 

95,662 
21,729 

2,638 
358 

120,387 

11,936 

3,828 

8,108 

(82) 

8,026 

(925) 

$ 7 ,101 

$1.58 

-..LQ1) 

1,56 

....Lll> 
$1.3_8 
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Item 2. Sunnnary of Operations. (Continued) 

During the period January 3, 1972 through March 4, 1972 
the Company acquired for cash 93% of the outstanding conmon stock 

of See's Candy Shops, Incorporated. The Company has subsequently 

increased its ownership to 99%. 

Per share amounts are based upon the weighted average 

number of shares of common stock outstanding during the fiscal year 

adjusted for a five-for-one stock split in October 1969 and for the 

dilutive effect of all outstanding stock options. Such .dilution is 
calculated assuming all such options have been exercised and the 
proceeds used to purchase shares at the average market price during 

the year. Following is a summary of the shares used in per share 
computations: 

Fiscal year ended 
March l, February 28, February 27, March 4, March 3, 

1969 1970 1971 1972 1973 

Average shares 
outstanding 3,530,000 4,877,000 4,957,000 5,028,000 5,069,000 

Dilution ass\Dlling 
exercise of out-
standing sc::ock 
options 1801000 1231000 881000 601000 

3,530!000 5,0571000 5 1 080 1000 5 1 116 1000 5 1 129 1000 

No change in per share amounts would result from use of the more 
restrictive "fully diluted" method. 

The decline in stamp service revenues beginning with the 

fiscal year ended February 27, 1971 was caused by various factors 

(see Item 1). Despite that decline, total revenues and net income 
for the fiscal·year ended March 3, 1973 increased over those of the 
prior fiscal year due to inclusion of a full year's candy sales in 
the more recent year's figures versus .only two months' in the prior 

year's figures.· Net income for the fis6al year ended February 28, 
1970 increased significantly due to a substantial reduction in set-

, tlements of lawsuits and claims (set out separately as extraordinary 

charges). Net income for the fiscal year ended March 4, 1972 de­

creased significantly due to the aforementioned decline in stamp 

.. 
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Item 2. Summary of Operations. ( Cori\tinued) 

service revenues but also as a result of the significant excess of 
securities losses over securities gains during this year. Net in­
come in each year benefited from increased after-tax yield on 

marketable securities. Cormnents in this paragraph also apply to the 
corresponding per-share figures. 

Revenues, earnings and earnings per share as set forth 
above are not necessarily indicative of future revenues, earnings 
and earnings per share. As explained in Item 1, stamp service 
revenues have been declining since the fiscal year ended February 28, 
1970, and no reversal of this trend is expected in the near future. 
The Company believes that a sale or spin-off of one-third of its 
California trading stamp business (see Item 5 and Note 11 to the 
financial statements in the attached printed annual report), if 
constnmnated, would have a materially adverse effect on revenues and 
earnings and under existing market conditions might have a materi­
ally adverse effect on its ability to continue its trading stamp 
business. 

Following is an analysis of retained earnings and other 
capital accounts ·i;or the five fiscal years ended March 3, 1973: 

Balanc~ at March 2, 1968 

Sale uf restricted stock to employees 
Sale uf stock to users 
Net ini:-ome 

Balance at March 1, 1969 

Change in par value 
Exercise of stock options 
Cash dividends of $.10 per share 
Net income 

Balanct at February 28, 1970 

Exercise of stock options 
Purchase of stock from terminated employees 
Cash di•ridends of $.24 per share 
Net income 

Balance &t February 27, 1971 

Exercise of stock options 
Cash dividends of $.24 per share 
Net income 

Balance at March 4, 1972 

Exercise of stock options 
Cash dividends of $.24 per share 
Net income 

Balance at March 3, 1973 

Conmon stock 

3,108,000 

137,000 
1,626.000 

4,871,000 

79,000 

4,950,000 

$ 207 ,000 

9,000 
109,000 

325,000 

4,546,000 
79,000 

4,950,000 

$ 

Paid-in 
capital 

2,878,000 

2,878,000 

(2,878,000) 
403,000 

403,000 

77 000 77 000 393,000 
c1:000> c1:000> 

5,026,000 5,026,000 796,000 

13,000 13,000 66,000 

5,039,000 5,039,000 862,000 

140,000 140,000 717,000 

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

Retained 
·earnings 

$22,853,000 

- (\ 

l.993,000 

24.846,000 

(1I668 ,000) 

(487,000) 
7,387,000 

30,078,000 

(l,188,000) 
8,584,000 

17,474,000 

I l,208,000) 
4,214,000 

40,480,000 

(l,214,000) 
7,101,000 

~46 .]..~!..-~ 

*Adjusted for five-for-one stock split, Octobe~ 1969. 

.... '~ .,,., ... 

DISC· '0SUR. E® IFTHEABOVEPAGEISLESSCLEARTHAN\HIS~TATEMENT.ITIS q 
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Item 3. Properties. 

The Company operates merchandis.e distribution centers 
at Los Angeles and at Richmond (near San Francisco). The Los 
~geles distribution center has a storage capacity of approximately 
8,000,000 cubic feet and is leased under an agreement expiring 
July 31, 1975 (with a five-year renewal option). The Richmond dis­

tribution center has a storage capacity of approximately 4,900,000 
cubic feet and is owned by the Company in fee. 

The companies named in the last paragraph of Item 4 manu­

facture candy in approximately 220,000 square feet of fully equipped 
kitchen facilities which they own in Los Angeles and South San 

Francisco. 

Redemption stores and candy stores'are normally leased. 

The leases expi!·re on various dates, none later than 1991. 

Item 4. Parents and Subsidiaries. 

Warren E. Buffett, a director of the Company, holds bene­
ficially approximately 13% of the Company's 5,178,810 shares of 
common stock outstanding; the beneficial holdiugs of Mr. Buffett 
and hJs associates aggregate approximately 47%. Mr. Buffett dis­
claims control of the Company. Mr. Buffett, his wife and entities 
with which they are associated own shares of the Company's common 
stock, as follows: 

Warren E. Buffett 
Susan T. Buffett, spouse, children of 

Mr. Buffett and trusts of which he is 
trustee but has no ~eneficial interest 

Subsidiaries of Diversified Retailing 
Company, Inc. 

Subsidiaries of Berkshire Hathaway Inc. 

550,090 

126,628 

841,900 
909,923 

Mr. and Mrs. Buffett own approximately 42'Yo of the common 

stock of Diversified Retailing Company, Inc. (which through a sub­
sidiary is principally engaged in operating women's apparel stores). 
Mr. Buffett disclaims control of such company. 

- ' 

DI SC LOS· u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
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Item 4. Parents and Subsidiaries~ (Continued) 

Mr. and Mrs. Buffett own approximately 36/o of the connnon 
stock of Berkshire Hathaway Inc. (which is princi'pally engaged in 
the. manufacture and sale of textiles, and subsidiar·ies of which 
are principally engaged in the banking and insurance businesses). 

" •.' 

Mr. Buffett disclaims control of such company~ 
;{' 

The Company owns 99%. of the outstanding connnon stock of 
See's Candy Shops, Incorporated~, which, in turn, owns 100% of the 
connnon stock of See's Candies, Inc_., both California corporations. ,, 
Financial statements of both companies are included in the Company's 
consolidated financial statements from date of acquisition in 
January 1972. 

Item 5. Pending Legal Proceedings. 

(a) United Stafes of America v. Blue Chip Stamp Company, 
Alexander's Markets, Lucky Stores, Inc., Market Basket, Purity 
Stores, Inc., Ralphs Grocery Company, Safeway Stores,• Incorporated 2 

Thriftimart, Inc •• Thrifty Drug Stores, Inc., and Vons Grocery Co. 
United States District Court, Central District of California, Civil 
Action No. 63-1552-F. 

This action under the Sherman Act was instituted by. the. 
United States Department of Justice on December 26, 1963 aga:f.nst 
the Company's predecessor and a Consent Decr~e was enteredtherein 
on June 5, 1967. Pursuant to said Consent Decree, the Company in 

(; 

June 1972 submitted for approval by the Court a plan to offer for 
sale one-third of its California trading stamp business located 
within'a contiguous geographical area in Southern California. In 
January 1973 the Court signed an order (1) disapproving said plan, 
(2) requiring the Company to continue efforts to negotiate a sale 
and (3) calling for the appointment of an independent expert'~itness 

·' >... l{ 

to study the feasibility gf .a sale or spin-off of a portion of the 
Company's trading stamp bu.siness under existing conditions. 

(J 

. ~- ~ ~..., . 

'DISCl.JOSU RE® IF THE ABOVE P~GE IS LESS CLEAR THAN THIS ST~TEMENT. IT !S ,, 
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Item 5. Pending Legal Proceedings. (Continued) 

(b) Black and Brown Trading.Stamp Corporation v. Blue 

Chip, Chevron Oil Company, Shell Oil Company, Phillips Petroleum 

Company, Mohawk, Standard Oil of California, Mobil Oil Corporation, 

Texaco, Inc~, ARCO, Humble Oil and Refining Company, Douglas Oil 

Co. of California, Gulf Oil Corporation, Union Oil of California, 

. Simas B:ros. Se·rvice Stations, Vons Grocery Company, Lucy Stores, 

Inc. L Safeway Stores, Inc. , Mayfair Markets, Boy's Markets, Better 

Foods, and Thriftimart•,, Inc. United Stat.es District Court, Northern 
\ ~ \ ' 

District of Califih~1ta, Civil t\ction No. i'l-1333-0JC filed July 12, 
,:;:» 

1971. 

This antitrust action, brought by a California corpora­

tion fonnerly engaged in the trading stamp business, asserts damages 

to plaintiff in excess of $'160,000,000 and seeks treble damages 

pius attorneys' fees and costs, but the Company has not been served 

with process. 

(c) Manor Drug Store.~s, and all other users of Blue Chip 

Stamps who were entitled but failed to purchase ~tock of Blue Chip 

Stamps, on behalf of themselves \and alL other persons similarly 

situated v. Blue. Chip Stamps, Bl~e Chip Stamp Co., a merged corpo-
,. \\ 

ration, Alexander's Markets, Luck)r Stores, Inc., Market Basket, 
' ' \ 

Purity Stores, Inc., Ralphs Grocer\r gompany .·~ Safeway Stores 2 Inc. 2 ' '' 

Thriftimart, Inc. , Thrifty Drug S to~es Co. , Inc. , Vons Grocery Co. , 

Robert E. Alexander, Donald A. KoeE£ell 2 Leonard H. Straus, William 

F. Ramsey, Robert E. Laverty, Richard Ralphs, John R. ':'Niven, Fred 

Von der Ahe. United States District C,ourt, Central District of 

California, Civil Action No. 70-2539 f''.ned November 10, 1970. 
·''. C->·i 

This purported class action was filed on behalf of re-

tailer use-r:s of Blu.e Chip stamps who failed to purchase stock of 

Blue Chip Stamps irr a 1968 offering to retailer users. The amended 

complaiQt filed January 27, 1971 alleged damages to plaintiffs of 

$21,400;000 and· exemplary damages of $25,000,000, interest, attor­

neys1 fees and costs, and prayed that plaintiffs have the right to 

purchase stock, or units of stock and debentures, of the Company 

on the terms of the 1968 ,offering. " .. The action was dismissed with 
.•1 

,·. (' 
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Item 5. Pending Legal Proceedings. 

prejudice by the United States District Couht and an appeal by the 
\ 

plaintiffs to the United States Court of App~a~s for the Ninth 
Circuit (No. 71-2223) is.pending. 

On June 21, 1971 plaintiffs filed a substantially iden­
tical action against the same defendants in the Superior Court 
of the State of Califoniia for the County of Los Angeles (No. 
C-5652). The Company has not yet been served with process in this 
latter action. 

(d) Eleanor A. Botney and Thelma G. Daar 1 in behalf of 
themselves and all others similarly situated v. Blue Chip Stamps. 

\ Superior Court of the State of Califoniia for the County of Los 
"\ 
\ 1-'..ngeles, No. 9973 74 filed March 1, 1971. · 
\, 
~ 

\\, This is a purported 
1
''c lass action to recover for stamp 

s~~ers monies collected by the Company as reimbursement for 
'.~' 

Call~ornia sales taxes on redemption of st~-:nps. By order dated 
May 23,., 1973 the trial court ruled preliminarily that redemption 
transacti.ons are taxable and the Company was entitled to collect 
reimbursement for such taxes but that the Company had erroneously 
calculated the amount of taxes and reimbursement therefor. No 
determination was made of the amount of excess collections or of the 

\nature or extent of the relief, if any, to be granted, and those 
:issues remain to be tried. The Company has paid sales taxes to the 
state equal to its reimbursement collection~, and has asserted 
claims against the state for reimbursement of any overpayments to 
the state of tax or reimbursement monies. An amendment to the com­
plaint alleging fraud and seeking punitive damages was served on the · 
Company on March 7, 1973. The Company has denied all the material 
allegations of plaintiffs. 

Item 6. Increases and Decreases 
in Outstanding Securities. 

Following is an analysis of changes in the amount of the 
Company's $ l. 00 par value common stock during the fiscal year ended 

March 3, 1973: 

.·; ' ~ - - ...... 

DI SC LOS u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS Ii. 
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Item 6. Increases and Decreases 
in Outstanding Securities. (Continued) 

Shares Amount 

Balance, March 4, 1972 5,039,000 $5,039,000 
Exercise of stock options: 

March-May 1972 28,000 28,000 
February 1973 112 2000 112 2000 

Balance, March 3, 1973 5,179,000 $5' 179 ,000 

The stock options were exercised at an option price of 
$6.10 per share. Market prices ranged from $13-3/8 to $15-1/8 on 
dates ,exercised. 

For additional infonnation on the Company's qualified 
stock option plan, reference should be made to Note 7 to the Com­
pany's consolidated financial stat;;ements in the attached printed 

\ 

annual report and to the supplement?ry infonnation contained on 
" 

page S-4 hereof. 

Shares sold pursuant to the qualified stock option plan 
have not been registered under the Secut,ities Act of 1933. The 
issuance of such shares is exempt from registration under said Act 
pursuant to Section 4(2) thereof as not involving any public offer­
ing, because the group of optionees has not exceeded 16 officers 
and key employees at any one time. Pursuant to said plan, optionees 
have been required upon exercise of options to represertt in writing 
that the shares have been acquired for investment. In addition the 
Company has followed the practice of issuing stop-transfer instruc­
tions. As a result of these two precautions, legending of the 
certificates has not been deemed necessary. 

Item 7. Approximate Number of Equity Security Holders. 

Title of class 

Common stock, par value 
$1.00 per share 

Number of record holders 
as of March 3 2 1973 

3,104 

..,.-.~------------,,, - .~ ,, ___ .,..,._. - __,,. ~ - ....... _ 
D l't~c. los u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
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Item 8. Executive Officers of the Registrant. 

Following is a list of the Company's executive officers, 
whose ages range from 55 to 39 years: 

Name 

Donald A. Koeppel 

William F. Ramsey 

Raymond H. Allen 

Gerald N. Anderson 
James D. Carter 
Walter M. Cusack 
William K. Klepper 
Robert H. Bird 

Position 

Chairman of the Board and 
President 

Executive Vice President and 
Director 

Vice President, 
Information Systems 

Vice President, Sales 
Vice President, Operations 
Vice President, Incentives 
Vice President, Merchandise 
Secretary and Treasurer 

Item 9. Indemnification of Directors and Officers. 

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

1969. 

..... ". . ...... 
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Item 10. Financial Statements and Exhibits Filed. 

(a) Financial Statements: 

Index to Financial Statements 

The March 3, 1973 and March 4, 1972 consolidated balance 
sheet and consolidated statements of income, stockholders' equity 
and changes in financial position and notes thereto, together with 
the opinion thereon of Price Waterhouse & Co. dated April 6, 1973, 
appearing in the attached 1973 printed annual report are incorpo­
rated in this Form 10-K Annual Report. With the exception of the 
aforementioned information, the 1973 printed annual report is not 
to be deemed filed as part of this report. 

The following additional financial data should be read 

in conjunction with the financial statements and notes referred to 
above. Schedules not included with this additional financial data 
have been omitted because they are not applicable or the required 
information is shown in such financial statements or notes. 

The individual financial statements of the Company have 
been omitted since its total assets, exclu~ive of its investment 
in its consolidated subsidiary, constitute more than 75% of the 
total assets shown by the consolidated balance sheet filed herewith, 
and the Company's total gross revenues, exclusive of interest and 
dividends received, or equity in income, from its consolidated sub­
sidiary, constitute more than 75% of total gross revenues shown by 
the consolidated income statement filed herewith. 

Consent of independent accountants 

Additional financial data: 
Supplementary information to notes to 

financial statements 

Page 
number 

S-1 

S-2 - S-5 

DI Sc• los u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
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Item 10. Financial Statements and Exhibits Filed. (Continued) 

Page 
number 

Financial schedules -
I 

v 
VI 

XVI 

Marketable securities 
Property, plant and equipment 
Accumulated depreciation and 

amortization of property, plant 
and equipment 

Supplementary income statement 
information 

(b) Exhibits: 

(1) Incorporated by reference to: 

S-6 - S-7 
S-8 

S-9 

S-10 

Form 8-K Current Report of Blue Chip Stamps 
for May 19 72 -

3.2-3 Amendment to bylaws effective May 25, 
1972 fixing number of directors at 
eleven 

4.2-1 Supplemental indenture dated as of 
May 15, 1972 

(2) Filed herewith: 

3.2-4 Amendment to bylaws effective March 22, 
1973 fixing number of directors at ·· 
ten 

- ,,. .. .. .. 
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Items 11 to 15 Inclusive. 

These items are omitted pursuant to General Instruction H 
to Form 10-K. The Company has filed with the Securities and Exchange 
Commission a proxy statement pursuant to Regulation 14A for its 
annual meeting of stockholders scheduled for May 24, 1973. 

SIGNATURES 

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

unto duly authorized. 

BLUE CHIP STAMPS 

By' - _,;~;....;..i.'#1-...-__ _ 
R. H. Bird 

Secretary and Treasurer 

; \ . 
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CONSENT OF INDEPENDENT ACCOUNTANTS 

We hereby consent to the application of our report 
which appears on the last page of the 1973 printed annual re­
port of Blue Chip Stamps, to the additional financial data 
listed in the foregoing index when this data is read in con .. 
junction with the consolidated financial statements in such 
annual report; our report and the consolipated financial state­
ments have been incorporated in this Form 10-K Annual Report. 
The examinations referred to in our report included exami·na~., 
tions of the additional financial data. 

i\ 
:j 

606 South Olive Street 
Los Angeles 90014 
April 6, 1973 

~ 2JJ-J~u.- t ~. 
PRICE WATERHOUSE & CO. 

- 'i - ' ... ....... '"' 
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SUPPLEMENTARY INFORMATION TO 
NOTES TO FINANCIAL STATEMENTS 

Income from marketable 
securities: 

Interest 
Dividends 

March 3, 
1973 

$1,529,000 
s.786.ooo 

$7,315,000 

March 4, 
1972 

$1,784,000 
4,575,000 

$6,359,000 

The cost of securities sold is determined by the first-in, 
first-out method. 

Beginning and ending inventories for the two fiscal years 
ended March 3, 1973 are as follows: 

February 27, 1972 
March 4, 1972 
March 3, 1973 

$17,197,000 
14,187,000 
13,114,000 

The above amounts consist primarily of redemption merchan­
dise with the exception that the March 3, 1973 and the March 4, 1972 

amounts include $1,214,000 and $1,459,000 relating to candy operations. 

The estimated useful lives used in computing depreciation 
are as follows~ 

Buildings 
Furniture, fixtures and equipment 
Leasehold improvements 

10 to 40 years 
3 to 15 years 
Lives of leases 

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

DI SC LOS u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
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The excess of cost over equity in net assets of subsid­
iary, less accumulated amortization, as shown on the balance sheet, 
represents the difference between the Company's equity in the net 
assets of its consolidated subsidiary and its investment therein. 

The components of accounts payable and accrued expenses 

are as follows: 

Accounts payable 
Accrued compensation 
Taxes other than income 

March 3, 
1973 

$5,529,000 
2,315,000 

632,000 

$8,476,000 

March 4, 
1972 

$L}, 989, 000 
2,068,000 

623,000 

$7,680,000 

Included in interest and discount amortization is amorti­
zation of debenture discount amounting to $358,000 and $365,000 fo:r­
the fiscal years ended March 3, 1973 and March 4, 1972. Debenture 
discount is being amortized over ,the term of the debentures by use 

of the debentures outstanding method. 

Provisions for income taxes include state taxes of 
$518,000 and $185,000 for the fiscal years·ended March 3, 1973 and 

March 4, 1972. 

Minority interest in See's Candy Shops, Incorporated, at 

March 3, 1973 consists of the following: 

Common stock 
Retained earnings 

$ 5,000 
145,000 

$150,000 

Following is a schedule of maturities for the long-term 
note payable to a bank and the 6-3/4% Subordinated Debentures due 

1978. 

Fiscal year 
_,,::,;- ,', 

ending in Bank loan Debentures Total 

1974 $ 5,751,000 $ 5,751,000 
1975 23,004,000 $2,168,000 25,172,000 
1976 2,168,000 2,168,000 
1977 2,168,000 2,168,000 
1978 2,168,000 2,168,000 

- 'i - '~ .. '"It, 
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The Company's Board of Directors has adop~ed cost s~vings 
incentive plans under which certain officers and key employees have 

I received $104,000 and $62,000 for the years ended ~~rch 3, 1973 and 
March 4, 1972. 

The Company's subsidiary has two profit-sharing plans· 
which cover employees meeting certain eligibility requirements. 

The plans do not call for employee contributj.ons nor provide for 
prior service credits. Company contributions are discretionary 

and subject to certain limitations. Provisions tor contributions 

to the trust funds for the fiscal year ended March 3, 1973 and the 
two months ended March 4, 1972 totaled $426,000 and $68,000. 

Under the Company's qualified stock option plan, options 
for 332 ,500 shar.es were granted in February 1969 at $6 .10 per share, 

options for 7,500 shares were granted in March 1970 at $14.75 per 

share and options for 18,000 shares were granted in March 1972 at 

$15.1875 per share, fair market values at dates granted. The 

options are exercisable in four annual instalments beginning one 

year after date of grant and expire fivEh years after such date. 

At March 4, 1972 and March 3, 1973, 212,000 and 194,000 shares were 

available for grant. The excess of aggregate proceeds from exer­
cise over par value is credited to paid-in capital. Additional 
option information is summarized below: 

DI Sc I ·OS u. RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT 1.S 
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Options which became 
during the period: 

Number of shares 
Option price 

Per share 

Total 
Market price at 

exercisable 
Per share 

Total 

S-5 

exercisable 

" date first: 
I' 
11, 

\) 

' 

Year ended 
March 3, 

1973 

78,625 

$ 6.10 and 
$14.75 

$495,830 

$13.625 and 
$14. 750' 

$1,073,375 

March 4, 
1972 

78,625 

$ 6.10 and 
$14.75 

$495 ,.830 

$14.625 and 
$18.125 

$1~156,450 
Options exercised during 

Number of shares 
Option price 

the period: 

Per share 

Total 
Market price at dates exercised -

Per share range 

Total 

140,500 

$6.10 

$857,050 

$13.375-
$15.125 

$1,909',875 

12,300 

$ 6.10 and 
$14.75 
$77.625 

$14.625-
$17 •''125 

$187,000 ,/"-:0 
l-,~ At March 3, 1973 options to purchase 28 ,200 ·,,shares\1 were 

outst~nding at an aggregate price of $397,875 (includfng options 
for 8,325 shares currently exercisable for $96,844). 

At March 3, 1973, minimum annual rental commitments under 
leases expiring through 1991, excluding taxes, insurance and other 
expenses payable directly by the Company, are as follows: 

'Fiscal year 
ending in 

1973 
1974 
1975 
1976 
1977 
1978 

$2,814,000 
2, 720 '0001

1 

2,512,000\ 
2 ,108 ,000 .. 
1,653,000 
1,327,000 

Rental commitments apply primarily to redemption stores 
and candy shops. 

Rentals applicable to candy shops are generally determined 
based upon a fixed percentage of sales (usually 6%) which have ex­
ceeded the specified minimums. 

. (.l 

I' -=~------------~--------~---~--~~---~~----,m,_..-,, lllllC~~~'~., - • - ,. "'' ' 
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CONSOLIDATED 

BLUE CHIP s'TAMPS · 

SCHEDULE I - MARKETABLE SECURITIES 
~RCH 3, 1973 

Number of 
shares or 
units - Amount at 

principal which 
amount of shown 

Name of issuer bonds and in balance 
and title of issue notes sheet 

Time deposits $21,298,000 $21,298,000 

Preferred stock: 
American Can Co., 7% Cum. 15,000 $ 569,000 
American Water Works Co. 
. Inc;:,,~··" 4. 10% Cum. " 23,800 ,463 '000 
Duke' Fower Co., 6.75% 

Cum. Conv. 10,000 1;, 000, 000 
E. I. du Pont de 

Nemours, $4.50 Cum. 7,500 721,000 
General Motors, $3.75 

,630,,000 Cum. 7,700 
Natural Gas Pipeline Co. 

of America, 9.20% Cum. 40,000 4,000,900 
Pacific Power & Light 

Co., 8.92% Cum. 
Southern California 

40,000 3, 957 ,ooo. 

Edison, 8.96% Cum. 50,000 5,000,000 
Other 26,000 1,706,000 

2201000 $18,046,000 

Common stocks: 
Allegheny Power System 

Inc. 50,000 $ 1,088,000 
American Natural Gas Co. 35,000 1,251,000 
American Telephone & 

Telegraph Company 298,400 13,578,000 
American Water Works Co. 

Inc. -;,1 72,300 891,000 
Cleveland Trust Co. 99,299 8,036,000 
Consumers Power Co. 38,634 1,292,000 
Detroit Bank & Trust Co. 150 '075 7,636,000 
Harris Bancorp Inc. 124,900 6,294,000 
Hartford National Corp. 100,844 3,070,000 

Value based 
on 

market quo-
tations at 

March 3, 1973 

$21,298,000 

$ 379,000 

488,000 

955,000 

514,000 

441,000 

4,280,000 

4,280,000 

5,688,000 
1,174,000 

$181199,000 

$ 1,081,000 
1,374,000 

14,883,000 

886,000 
8,589,000 
1,106,000 
7,541,000 
7,119,000 
2,887,000 

01 sc· • los u· RE® IF ~HE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
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SCHEDULE I - MARKETABLE SECURITIES (CONTINUED) 
MARCH 3, 1973 

Name of issuer 
and title of issue 

Cormnon stocks: (Continued) 

Iowa Power & Light Co. 
Kansas City Power & 

Light Co. 
Kansas Power & Li~ht Co. 
Manufacturers National 

Bank of Detroit 
National Detroit Corp. 
Northeast Bancorp. Inc. 
Northern States Power Co. 
Peoples Gas Co. 
Philadelphia Electric Co. 
Pittsburgh National Corp. 
San Jose Water Works 
Shawmut Associates Inc. 
Source Capital Inc. 
State Street Boston 

Financial Corp. 
Toledo Edison Co. 
Union Electric Co. 
Wesco Financial Corp. 
Other 

Number of 
shares or 
units -

principal 
amount of 
bonds and 

notes 

43,00.0 $ 

34,000 
50,000 

72, 980 
296,880 ' 

30 SQQ,;· ' . 50,000 
35,000 

151, 700 
274,000 
27,200 
63,241 

510,660 

70,239 
40,000 
50,000 

518,860 
103,238 

Amount at 
which 
shown 

in balance 
sheet 

1,071,000 

1,145,000 
1,031,000 

3,706,000 
14,431,000 
1,046,000 
1,170,000 
1,171,000 
3,263,000 
9,297,000 

943,000 
3,270,000 
5 1t.64 000 , ' 
2,845,000 
1,047,000 

849,000 
8,099,000 
2,273,000 

Value based 
on 

market quo­
tations at 

March 3,. 1973 

$ 989,000 

1,067,000 
1,231,000 

3,622,000 
14,399,000 

938,000 
1,413,000 
1,238,000 
3,356,000 
9,487,000 
1,088,000 
3;281,000 
4,851,000 

3,091,000 
1,175,000 

850,000 
8,821,000 
2,442,000 

3,390,950 $105,257,000 $108,805,000 

Total marketable securities $144,601,000 ~148,302,000 

:) 

--- ~ le"" ,......._ 
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SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT 

Cllassification 

Year ended March 4, 1972 

Land 

Building;s 

Furni tur\~, fix tu res and 
equipmt~nt 

Leasehold improvements 
i'1 

i~ 

Year ended March 3, 1973 

Land 

Buildings ' .. 
Furniture, \fixtures and 

equipment: 
Leasehold iinprovements 

$ 

$ 

$ 

Balance at 
beginning 
of period 

658,000 
1,830,000 

4,810,000 
9341000 

8 1 232 1 000 

2,900,000 
5,572,000 

8,897,000 
31406.000 

$20 2 ns 2 000 

(1) Reclassifi~ation to other accounts. 

. .. '' 
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Additions at cost 
Through 

acquisition 
of 

subsidiary Other 

$ 2,242,000 
3,242,000 $ 500,000 

3, 95 7 ,ooo 419,000 
2.326.000 1931000 

$11 1 161 1 000 211112.000 

$ 33,000 

383,000 
911.000 

$1 2 327 2 000 

.. 
Retirements 

$289,000 
47,000 

$336,000 

$ 6,000 

236,000 
184 2000 

$426 2000 

Other 
changes 

add 
(deduct) 

$104,000 (1) 

(87 ,000) (1) 
!17 1000)(1) 

$ -0-

$ 

Balance at 
end of 
period 

2,900,000 
5 ,572 ,000 

8,897,000 
J 1406 1000 

$20 I 775 I 000 

$ 2,900,000 
5,703,000 

8,957,000 
4 1116 1 000 

$211676.000 

Cll 
I 

00 
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SCHEDULE VI - ACCUMULATED DEPRECIATION, DEPLETION 
AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT 

Balance at 
beginning 

~ription of Eeriod 
\\ 

Year ended, March 4, 1972: 
,·1 

B "ld" 11 

$ 306,000 ui ing,s 
F • II f. d urniturre, ixtures an 

equip~Jmt 3,131,000 
Leasehold improvements 5821000 

$4,019,000 

Year ended March 31 1973 

Buildings $1,935,000 
Furniture, fixtures and 

equipment 6,252,000 
Leasehold improvements 11655.000 

~9,8422000 

(1) Reclassification to other accounts. 
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Additions 
Through 

acquisition Charged to 
of costs and 

subsidiar~ expenses 

$1,507,000 $ 122,000 

'2,661,000 691,000 
9972000 1191000 

$5,165,000 _$ 932,000 

$ 239,000 

798,000 
3172000 

~12354,000 

Other 
changes Balance at 

and end of Retirements {deduct2 period 

$ 1,935,000 

$231,000 6,252,000 
43.000 1 1 655 1000 

C/) 

$2742000 $ 9.842,000 
I 

"' 

mr 
$24,000 (1) $ 2,198,000 

$189,000 (67 ,000) (1) 6,794,000 
1162000 431000 (1) 11899.ooo 

~3052000 $ -0- ~10.8912000 

oisc•o 'SURE® IF THE ABOVE PAGE ISLE~SCLEARTt:tA~,.H~S:~ATEMENT. ITIS \, 
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SCHEDULE XVI - SUPPLEMENTARY INCOME STATEMENT INFORMATION 

Item 

Year ended March 4, 1972: 
Maintenance and repairs . 
Depreciation and amortization of 

property, plant and equipment 
Taxes other than income taxes -

Payroll 
Property 
Other 

Rents 

Year ended March 3, 1973: 
Maintenance and repairs 
Depreciation and amortization of 

property, plant and equipment 
Taxes other than income taxes -

Payroll 
Other 

Rents 
Advertising costs 

Charged 
to costs 

and expenses 

$ 587,000 

932,000 

678,000 
513,000 

91,000 
2,253,000 

$1,092,000 

1,354,000 

1,394,000 
754,000 

3,645,000 
1,034,000 

No royalties or research and development costs were incurred and 
amortization of intangible assets was less than one per cent 
of revenues. 
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Dire£tors and Officers 

Directors 

Warren E. Buffett 
Personal investments 

Z. Wayne Griffin 
Chairman of Community Redevelopment Agency 
of the City of Los Angeles; real estate developer; 
personal investments 

John P. Guerin, Jr. 
General partner of J. P. Guerin & Co., investors; 
director of Pacific Stock Exchange, Inc.; Chairman 
of the Board of New America Fund, Inc. 

Joseph P. Hughes 
President of Hughes Markets, Inc.; Chairman of the 
Board of Certified Grocers of California, Ltd. 

Emmett H. Jones 
President of Terminal Oil Company, Industrial 
Engineering & Equipment Corporation and 
Wes/ates Investment Co. 

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

Photographs in this annual report follow 

the flow of merchandise through 
Blue Ch;p·s distribuUon system. 

Charles T. Munger 
General partner of Wheeler, 
Munger & Co .. investors 

William F. Ramsey 
Executive Vice President of the Company 

Ron Stever 
Chairman of the Board ol The Stever Companies, 
consulting actuanes and insurance brokers, and 
of Crescent Wharf & Warehouse Co. 

Andrew J. Wolf 
President of A & B Supermarkets, Inc. 

Officers 

Donald A. Koeppel 
Chairman of the Board and President 

William F. Ramsey 
Executive Vice President 

Raymond H. Allen 
Vice President, Information Systems 

Gerald N. Anderson 
Vice President, Sales 

James D. Carter 
Vice President, Operations 

Walter M. Cusack 
Vice President, Incentives 

William K. Klepper 
Vice President, Merchandise 

Robert H. Bird 
Secretary and Treasurer 

Ernest P. Paulson 
Control/er 

Eleanor Reynolds 
Assistant Secretary 

Transfer Agents 
and Registrars 

Bank of America, N.T.&S.A. 
Los Angeles 

Bankers Trust Company 
New York 
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f\J()! incomP. 1~1crnasod to $1 .38 per shA1·~ for the 
current fiscal year from S.82 for t/y) pnor year 
lncorno beforo securities lossus ,).nc c·xtr;1rmJ1-
nciry charges Amounter! to S1 58 cine! ;:;1 1~1 ;.(,!' 
share. respoct1voly 

The increase in oarnin~.is wn·; rich10ved in 
spite of a 12% doclir.e in stamp s,-:;rvice rcvr"­
nuos from $100.622.000 to $88.736.000 cur­
rcnllv This c!ocl1ne reflects 3cJd1tion8I 1os,;c~s of 
supcrrnarkol business and 8 rcc!uction in rnult1 
pl0 starnpinq by sorvicr: station oporato;s W() 

cJo not expect starnp scrv1co volumr: to l1wcl off 
or turn upward 111 tile ncRr luturo 

To:al rov0n1.10s rtrnountcd to S 132.323.000 
mc:luclinq S32.0-rn.ooo fro:ri stiles of See's canc!y. 
last yc<ir's total revenues of Sl 14.102.000 in­
r,lucJed only S4. 104.000 of Seo's sAlrs rluo to 
our ncqu1silion of t110 candy bus11wss l;itr; in tho 
f1scF1I yoflr 

Although our 1ncl'nt1vo Srlles Aw still rnl;i · 
t1vcly smnll. SJ.62·1..Rno. wo arc pleased with this 
yam's perfr.irmancr' nnd look forwarrl !o further 
growth. 

Not lossn:; on sales of securities doclinocl 
from SI ,693.000 or S.33 por slviro to S82.000 
or S.02 per share. The losses were 1ncurrecl as 
pi'll't of our p~ >~.1rn111 of rostn1cturinq 111mk0lablc1 

~;ocu11t1r~s w1t11 crnphns1s on altc1-tax y1olds Find 
sound values. Thr rostrnctu11ng 1s nnw s11bstnn­
tiillly complme 

Th0 oxtraorclinmy charqos. which amountecl 
to $925.000 or S 1 ~3 lH~r ~;hnrc aftPr 1r1cn11H-: taxes. 
rc•prosontr>cl cornpleto sottlomm11 nf rlcN0n r:1vil 
lnwsu1ts 

As mqu1rrd ir' il E)()7 r·unsr'nt 111clg111011!. 111 
Juno 1 H72 liw Cump<lllf subrrntlorl to tho Unitod 
Stntos D1!;lrn";l Cou1t n plan to offl'l for sale 01w-

third of its California lrnclin~J stamp business 
located within ri contiguous nooqrnph1caf ;irc·,1 

in Southern Cal1forni11 In Jantwry 197:3 the court 
d1sappro'1ccl the plan ordered tho Company to 
continue efforts lo negotiate a sale nncl called for 
tho apf)oint~ 0nt of an mdepondent expert wit­
ness to study the feasrb!l1ty of a scite or spin-off 
undrr existing market concll!ions We believe that 
a scile or spin off if consumrnatocl, might have a 
materially aclve1se effect on our ability to r:on­
t111ue 111 the trading stamp business 

We were truly sadcloned by Mr. Charles J. 
Futtorman·s recent res1gnat1on 8S a member of 
our boarcl of directors to concentrate on other 
act1v1tios. Mr ruttorrnan has been assoc1alecJ 
with BluP Chip As c!1rcctor. \::ounse!o1 rtnrf friend 
since 1958. 

Hie board Of dlrGC'.Grs. BS prov1cJed for in 

our bylaws. rc-cluccri the size of the board frorn 
cloven to ten members 

Dunnq tl10 past severaf months we havo 
acquired iust under 25°0 of the outstanding 
common stock of Wesco F1nanc1sl Corporal!on 
anc! have appl1ocl lo lecleral rind stalP regulatory 
nulhorit1os for por111iss1on to 1nr:reasf0 our hold­
inns beyond 25% W0sco·s pr1nc1r•al subs1d1;iry 
Mutual Scivinps nntl Luan Asso1:1a!1c>n. operates 
~it ~;cvt>n lnr:F1t1nns m Southern C:airt1•rn1c1 

Donald A f\,1t'P/H'I 
· Chairrn<l11 l1f !Ill' f3uard arid Pn•s1dont 

Aoril 6. 1073 
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Blue Chip Stamps 

6 Co111parative S11111111ary 

3/3/73 3/4/72 2/27 /71 2/28/" 

Total for the Fiscal Year 

Stamp service revenues $ 88,736,000 $100,622,000 $118,37 4,000 $124,18C 

Total revenues 132,323,000 114, 102,000 127,784,000 132,020 

Income before securities 
gains (losses) and 
extraordinary charges 8,108,000 5,907,000 8,739,000 7,738 

Securities gains (losses) (82,000) (1 ,693,000) (155,000) 27 

Extraordinary charges (925,000) (378 

Net income 7,101,000 4,214,000 8,584,000 7,387 

Total at Fiscal Year End 

Total assets 199,724,000 190,740,000 148,422,000 147,333 

Stockholders' equity 53,125,000 46,381,000 43,296,000 35,431 

Average Shares Outstanding* 5,069,000 5,028,000 4,957,000 4,877 

Per Share* 

Income before securities 
gains (losses) and 
extraordinary charges $1.58 $1.15 $1.72 $ 

Net income 1.38 J32 1.69 

·Adjusted for 5-lor-1 stock split, October 1969. 



/1/69 

,602,000 

'151,000 

.,415,000 

229,000 

1,651,000) 

,993,000 

1,796,000 

1,049,000 

),530,000 

$1.54 
,57 

3/2/68 

$91,097,000 

94,574,000 

3,333,000 

85,000 

3,418,000 

95,772,000 

23,060,000 

3, 108,000 

$1.07 

1.10 

3/4/67 

$91,209,000 

94,760,000 

4,365,000 

(81,000) 

4,284,000 

81,999,000 

19,487,000 

3, 108,000 

$1.41 

1.38 

2/26/66 

$81,065,000 

83,772,000 

4,444,000 

22,000 
l·i 
·J 

4,466,000 

77,713,000 

15,202,000 

3,108;000 

$1.43 

1.44 

2/27/65 

$71,969,000 

74,256,000 

2,276,000 

228,000 

2,504,000 

65,207,000 

10,736,000 

3,108,000 

$ .73 

.81 

2/29/64 

$68,615,000 

70,360,000 

1,722,000 

93,000 

1,815,000 

59,924,000 

8,232,000 

3,108,000 

$ .55 

.58 

7 "" 



Blue Chip Stamps 

8 Consolidated Balance Sheet 
March 3, 1973 and March 4, 1972 (Note 1) 

Assets 

Current assets: 

Cash 

Marketable securities (Notes 3 and 5) 

Accounts receivable 

Merchandise and supplies inventories, at the lower 
of cost (first-in, first-out) or ma(ket 

Prepaid income taxes and other expenses (Note 6) 

Total current assets 

Property, fixtures and equipment, at cost, less 
accumulated depreciation and amortization (Note 4) 

Unamortized debenture discount 

Excess of cost over equity in net assets of subsidiary, 
less accumulated amortization (Note 1) 

Liabilities and Stockholders' Equity 

Current liabilities: 

Accounts payable and accrued expenses 

Note payable to bank 

Current portion of long-term debt 

Income taxes payable (Note 6) 
Liability for unredeemed trading stamps (Note 2) 

Total c,.urrent liabilities 

Long-term debt (Note 5): 
Note payable to bank, less current portion 

6314 % Subordinated Debentures due 1978 

Total long-term' debt 

Minority interest in subsidiary (Note 1) 

Stockholders' equity (NotQS 5, 7 and 11 ): 
Common stock, par value $1.ClO · 

Shares authorized - 7,000,000 
- Shares outstanding -5, 179;000 and 5,039,000 

Paid-in capital 

Retained earnings 

Total stockholders' equity 

See accompanying notes to consolidated financial statements 

1973 

$ 4,196,000 

144,601 ,000 

4,148,000 

13,114,000 
4,792,000 

170,851,000 

10,785,000 

1,347,000 

16,741,000 

$199, 724,000 

$ 8,476,000 

1,000,000 

5,751,000 
4,027,000 

93,351,000 

112,605,000 

23,004,000 

10,840,000 

33,844,000 

150,000 

5,179,000 

1,579,000 
46,367 ,000 .. 

53,125,000 

$199, 724,000 

1972 

$ 3,988,000 

/)134,731,000 

4,947,000 

14,187,000 

4,057,000 

161,910,000 

10,933,000 

1,706,000 

16,191,000 

$190, 7 40,000 

$ 7,680,000 

5,452,000 

2,698,000 

89,245,000 

105,075,000 

27,259,000 

10,840,000 

38,099,000 

1,185,000 

5,039,000 

862,000 

40,480,000 

46,381,000 

$190,740,000 

DI SC I '08 u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS -
Li; DUE TO POOR PHOTOGRAPHIC QUALITY OF T:HIS DOCUMENT. 
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Blue Chip Stamps 

Co11solidated State111e11t of h1ctt111e 
Fifty-two Weeks Ended March 3, 1973 and Fifty-three Weeks Ended March 4, 1972 (Note 1) 

Revenues: 

Stamp service revenues (Note 2) 

Incentive sales 

Candy sales 

Interest and dividends 

0th.er 

Costs and expenses: 

Cost of redemptions and sales (Note 2) 

Selling, general and administrative expenses 

Interest and discount amortization 

Income before income taxes, securities losses and 
· extraordinary charges 

Provision for income taxes (Note 6) 

Income before securities losses and extraordinary charges 

Securities losses less applicable income tax effect (Note 6) 

Extraordinary charges (Note 11) 

Net income 

Per share (Note 8): 

Income before securities losses and extraordinary charges 

Securities losses 

Extraordinary charges 

Net income 

1973 

$ 88,736,000 

3,624,000 

32,049,000 

7,315,000 

599,000 

132,323,000 

95,662,000 

21,729,000 

2,996,000 

120,387,000 

11,936,000 

3,828,000 

8,108,000 

(82,000) 

(925,000) 

$ 7,101,000 

1)! 

$1.58 

(.02) 

(.18) 

$1.38 

Cons!llidated Staten1e11t of Stockholders' Equity 
Fifty-two Weeks Ended March 3, 1973 and Fifty-three Weeks Ended March 4, 1972 

Common Stock Paid-in 
Shares Amount Capital 

Balance at February 27, 1971 5,026,000 $5,026,000 $ 796,000 

Exercise of stock options 13,000 13,000 66,000 

Cash dividends of $.24 per share 

Net income 

Balance at March 4, 1972 5,039,000 5,039,000 . 862,000 

Exercise of stock options (Note 7) 140,000 140,000 717,000 

Cash dividends of $.24 per share (Note 5) 
Net income 

Balance at March 3, 1973 5,179,000 $5,179,000 $1,579,000 

See accompanying notes to consolidated financial statements 

9 

1972 

$100,622,000 

2,145,000 

4,104,000 

6,359,000 

872,000 

114, 102,000 

93,791,000 

10,917,000 

1,292,000 

106,000,000 

8,102,000 

2,195,000 

5,907,000 

(1,693,000) 

$ 4,214,000 

$1.15 

(.33) 

$ .82 

" Retained 
Earnings 

$37,474,000 

(1,208,000) 

4,214,000 

40,480,000 

l~, 

(1,214,000) 

7,101,000 

$46,367,000 

• IQ - • ~ ,~ ...... ' • 
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Blue Chip Stamps 

IO Co11solidated State111ent nf Changes i11 Financial Positio11 
Fifty-two Weeks Ended March 3, 1973 and Fifty-three Weeks Ended March 4, 1972 (Note 1) 

Workin·g capital was provided by: 

Income before extraordinary charges 

Income charges not affecting working capital: 

Depreciation and amortization 

Minority interest in net income of subsidiary 

Working capital provided by operations 

Note payable to banK (long-term portion) 

Exercise of stock options 

Minority interest in subsidiary 

Working capital was used for: 

Excess of cost over equity in net assets of subsidiary 

Property additions .. net, including $6,602,000 in 1972 
relating to acquisition of subsidiary 

Payment of dividends 

Transfer of long-term debt to short-term debt 

Extraordinary charges (Note 11) 

Increase in working capital, including $11,006,000 in 
1972 of working capital of subsidiary at acquisition 

Increases (decreases) in components of working capital: 

Cash 

Marketable securities 

Accounts receivable 
Inventories 

Prepaid income taxes and other expenses 

Accounts payable and accrued expenses 

Note payable to bank (short-term) 

Current port.ion of long-term debt 

Income taxes payable 

Liability for unredeemed trading stamps 

Increase in working capital 

/) 
'· 

('; 

() 

See accompanying notes to consolidated financial statements 

1973 

$ 8,026,000 

2,141,000 

35,000 

10,202,000 

1,496,000 

857,000 

(1,070,000) 

11,485,000 

978,000 

1,206,000 
1,214,000 

5,751,000 

925,000 

10,074,000 

$ 1,411,000 

$ 208,000 

9,870,000 

(799,000) 

(1,073,000) 

735,000 

(796,000) 

(1,000,000) 

(299,000) 

(1,329,000) 

(4, 106,000) 

$ 1,411,000 

1972 

$ 4,214,000 

1,351,000 

43,000 

5,608,000 

27,259,000 

79,000 

1,142,000 

34,088,000 

16,245,000 

7,652,000 

1,208,000 

25,105,000 

$ 8,983,000 

$ 3,457,000 

21,563,000 

(2,846,000) 

(3,010,000) 

608,000 

(2,284,000) 

(5,452,000) 

(1,237,000) 

(1,816,000) 

$ 8,983,000 

DI SC LOS u RE® IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT. IT IS 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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Blue Chip Stamps 

Notes to Consolidated Financial State111e11ts 

NOTE 1-Subsidiary company: 

The consolidated financial statements include 
the accounts of the Company and of its majority­
owned subsidiary, See's Candy Shops, Incorpo­
rated ("See's"), from date of acquisition. On 
January 3, 1972, the Company acquired 67% of 
the common stock of See's. As a result of an 
invitation for tenders and subsequent purchases, 
ownernhip was increased to 93% through March 
4, 1972 and to 99% through March 3, 1973, for 
a total cost of $34,661,000. The acquisition has 
been recorded as a purchase. The excess of 
cost over equity in underlying net assets is 
being amortized over 40 years; amortization 
amounted to $428,000 and $54,000 for the fiscal 
years ended March 3, 1973 and March 4, 1972. 

The following pro-forma 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 such fiscal year: 

Total revenues 
Income before securities losses 

· t-Jet income 
Per share: 

Income before securities losses 
Net income 

$140.240,000 
6,754,000 
5,061,000 

$1.32 
.99 

NOTE 2- Stamp service accounting: 

The Company recognizes stamp service reve­
nues upon issuance of its trading stamps and 
provides a liability account for unredeemed trad­
ing stamps consisting of the cost of merchandise 
and related redemption expenses. For a number 
of years the Company has made statistical eval­
uations of its redemptions. Based upon analysis 
of such evaluations, the Company presently 
estimates that 97.5% of all stamps issued will 
ultimately be redeemed. Tt1e liability for unre­
deemed trading stamps of $!33,351,000 at March 
3, 1973 included $77,354,000 for the cost of 
merchandise and $15,997,000 for redemption 
expenses. 

NOTE 3 - Marketable securities: 

Following is a summary of marketable securities, 
which are stated at cost (less amortization of 
bond premium): 

Cost Market Value 

March 3, 1973 -
Short-term investments $ 21,~98,000 s 21,298,000 
Preferred and 

common stocks 123,303,000 127,004,000 

$144,601,000 $148,302,000 

March 4, 1972 -
Short-term investments $ 20,940,000 $ 20,958 000 
State and 

municipal bonds 17,335,000 13,372,000 
Preferred and 

common stocks 96,456,000 97,409,000 

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

At March 3, 1973 the Company owned 21.9% of 
the outstanding shares of Wesco Financial Cor­
poration common stock at a cost of $8,099,000 
and has subsequently increased its ownership to 
24.9% through April 6, 1973. The Company is 
presently seeking permission of Federal and 
California regulatory authorities to increase such 
ownership beyond 25%. 

NOTE 4 - Property, fixtures and equipment: 

Following is a summary of property, fixtures and 
equipment: 

March 3, March 4, 
1973 1972 

Land $ 2,900,000 $ 2,900,000 
Buildings 5,703,000 5,572,000 
Furniture, fixtures 

and equipment 8,957,000 8,897,000 
Leasehold improvements 4,116,000 3,406,000 

21,676,000 20,775,000 
Less accumulated depreci-

ation and amortization 10,891,000 9,842,000 

$10,785,000 $10,933,000 
11 

Depreciation and amortization of property, fix-
tures and equipment are provided by straight­
line and accelerated methods over the estimated 
useful lives of the assets. Total provisions 
amounted to $1,354,000 and $932,000 for the 
fiscal years ended March 3, 1973 and March 4, 
1972. 

NOTE 5 - Long-term debt: 

The debentures 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 annually beginning December 1, 1974, and 
the Company may redeem or acquire debentures 
after December 1, 197 4. Under the terms of the 

II 
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inrlenture. as so supplemenied. the Company is 
permitted to pay cash dividends in any fiscal year 
in an amount not to exceed the greater of (a) 24 
cents per share or (b) 25% of the net income for 
the preceding fiscal year. Dividends may not be 
paid if the Company is in arrears in any sinking 
fund payments. On May 15, 1972 the interest rate 
on the debentures was changed from 6Y2 % to 
6 3.4%. 

The long-term bank loan at March 3. 1973 is 
repayable S5.751 .000 in January ~ 97 4 and the 
balance in January 1975. Interest is payable 
quarterly at one-quarter to one-half per cent 
above prime rate. In add1uon to the stock of 
See's, securities having an aggregate.market 
value of approximately two-thirds the unpaid 
balance are pledged as collateral. Under the 
most restrictive covenants of the loan agreement, 
.total unsubordinated long-term debt (inp,luding 
the loan) may not exceed the sum of ~:~ock­
holders' equity and subordinated debt. ar.id the 
Company:s current liabilities mal not exd?kd the 
aggregate of cash. marketabltc _,, c:urities and 
merchandise inventory. 

NOTE 6- Income taxes: 

Prepaid income taxes of $3,802,000 and 
$2,951,000 at March 3, 1973 and March 4, 1972 
result primarily from deducting certain redemp­
tion expenses for income tax reporting purposes 
when stamps are redeemed and for financial 
reporting purposes when st9mps are issued. The 
net increase in prepaid income taxes resulting 
from timing differences amounted to $851,000 
and $36,000 for the fiscal years ended March 3, 
1973 and March 4, 1972. 

Income tax benefits resulting from securities 
losses amounted to $3,000 and $124,000 for the 
fiscal years ended March 3, 1973 and March 4, 
1972. 

At March 3, 1973 the Company had capital 
loss carry-forwards of $1,674,000 which may be 
offset against capital gains of $1,589,000 and 
$85,000 through fiscal years ending in 1977 and 
1978, respectively. 

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

On May 15, 1972, the Company received a 
notice of deficiency from the Internal Revenue 
Service claiming additional taxes of approxi­
mately $7,500,000, excluding interest, for the 
three years ended February 27, 1971. Of this 
amount, more than $5,500,000 results from the 
Service's contention that the Company has over­
stated its liability for unredeemed stamps by 
overestimating the number of stamps issued 

(' 

which will ultimately be redeemed. Since its in­
ception in 1956, the Company's financial state­
ments and tax returns have been prepared on the 
basis that 97 .5% of all stamps issued will ulti­
mately be redeemed. This percentage has been 
based upon annual statistical evaluations of 
stamp redemptions. Other items in the notice in­
volve the disallowances of certain expenses. The 
Company disagrees with the Service's position 
and accordingly has petitioned the United States 
Tax Court for a determination that there are no 
additional federal income taxes due for the year 
ended February 27, 1971 and prior years. The 
California Franchise ·1 ax Board is deferring 
action on proposed assessments which are sub­
stantially based on the federal.notice. 

NOTE 7- Stock options: 

Under the Company's qualified stock option plan, 
options to purchase shares of the Company's 
common stock were outstanding at March 3, 
1973, as follows: 3,000 shares at $6.10 (which 
are all currently exercisable), 7,200 shares at 
$14.75 (including 5,325 currently exercisable) 
and 18,000 shares at $15.1875 which were 
granted during the current fiscal year. Options 
for 140,500 shares were exercised at $6.10 dur­
ing the fiscal year ended March 3, 1973. 

NOTE 8- Per share computations: 

Per share amounts are based upon the weighted 
average number of shares of common stock out­
standing during the fiscal year adjusted for the 
dilutive effect of all outstanding stock options. 
Such dilution is calculated assuming all such 
options have been exercised and the proceeds 
used to purchase shares at the average market 
price during the year. 

NOTE 9 - Pension plan: 

The Company has a noncontributory pension 
plan which covers employees meeting certain 
eligibility requirements. Pension costs charged 
to income include amortization of prior service 
costs over a thirty-year period and are funded 
annually. The cost of the plan for the fiscal years 
ended March 3, 1973 and March 4, 1972 
amounted to $300,000 and $450,000. At March 
3. 1973 the liability for unfunded prior service 
costs amounted to $384,000. 

NOTE 10- Long-term lease commitments: 

At March 3, 1973, minimum annual rental com­
mitments under" leases expiring through 1991 
amounted to $2,721,000, excluding taxes, insur­
ance and other expenses paytJ.ble directly by the 
Company. 

~~~~~~----------------------~~· --------~----------~-~~~~~-..,,..-"-T"~,......;-~_.,...,. 
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NOTE 11 - Legal proceedings: 

During the year ended March 3, 1973, the Com­
pany settled eleven lawsuits for $1,923,000. The 
settlements, Jess $998,000 applicable income 
taxes, were charged against income as extraor-
dinary charges. .. 

Pursuant to a consent final judgment entered 
in 1967, ~fie Company in June 1972 submitted for 
approval by the United States District Court a 
plan to offer for sale one-third of its California 
trading stamp business located within a contig­
uous geographical area in Southern California. 
In January 1973 the court signed an order (1) dis­
approving said plan, (2) requiring the Company 
to continue efforts to negotiate a sale and (3) 
calling for the appointment of an independent 
expert witness to study the feasibility of a sale or 
spio~off., 9f a portion of the Company's trading 
stamp'"business under existing C,6r1ditions. The 
Company believes that such a st:1ie or spin-off, if 
consummated, WO'uld have a mattl'(fally adverse 
effect on revefiue,9 and earnings and under exist­
ing market conditions might ~aJe a materially 
adverse effect on its ability to continue its trading 
stamp business. 

The Company is a defendant in a purported 
class action to recover for stamp savers monies 
collected by it as reimbursement for California 
sales taxes on redemption of stamps. Plaintiffs 
claim that redemption transactions are not tax­
able and that all reimbursements were excess 
reimbursements or alternatively that reimburse­
ment collections exceeded the tax properly pay­
able and such excess should be returned. Tt1e 
Company has paid sales taxes to the state equal 
to its reimbursement collections. The Company 
has asserted claims against the state for reim­
bursement of all or part of any recovf)ryby plain­
tiffs on either of those theories. The complaint 
was recently amended to allege fraud and to 
seek punitive damages from the Company. Jn 
the, opinion of counsel for the Company, sub­
stantial defenses are available, but counsel can­
not predict the ultimate outcome of the action. 

A purported class action was filed on 
November 10, 1970 against the Company and 
certain of its present and former stockholders 
and directors. T!:)e complaint was filed on behalf 
of retailer users of. Blue C~ip Stamps who failed 
to purchase stock of Blue Chip Stamps in a 1968 
offering to retailer users, f;he complaint alleges 
damages to plaintiffs of $21,400,000, together 
with exemplary damages of $25,000,000, interest, 
attorneys' fee~ and costs, and prays that plain­
tiffs have the righMo purchase stock, or units of 
stock and debentures, o.f Blue Chip Stamps on 

the terms of the 1968 offering. The action was 
dismissed with prejudice by the United States 
District Court and an appeal by the plaintiff is 
pending. On June 21, 1971 plaintiffs filed a sub­
stantially identical action against the same de­
fendants in the Los Angeles County Superior 
Court. but the Company has not 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 defend­
ants should prevail. 

The Company, together with a number of oil 
companies and supermarket chains, was named 
as a defendant in an antitrust action filed on July 
12, 1971 by a California corpon:1tion formerly en­
gaged in the trading stamp busi.ness. The com­
plaint seeks treble damages in; substantial 
amounts plus attorneys' fe,es and costs. The 
Company has ngt been served with process. In 
the opinion of counsel for the Company, upon 
the facts known, the action is without substantial 
merit. 

Accnl11tta11ts' Repnrt! 
Price Waterhouse & Co. 
Los Angeles. Ca/1forn1a 

To the Board of Directors and 
Stockholders of Blue Chip Stamps 

Ap·ril 6, 1973 

We have examined the consolidated bal­
ance sheet of Blue Chip Stamps and its subsidiary 
as of March 3, 1973 and March 4, 1972, and the 
related consolidated statements of income 
stockholders' equity and changes in financial 
position for the fiscal years then ended: Our 
examinations were made in acco~ance with 
generally accepted auditing standards and 
accordingly included such tests of the account­
ing records and such other auditing procedures 
as we considered necessary in the circum-
stances. · 

As explained i~ Note 11 to the accompany­
ing financial statements,"the Company is subject 
to certain legal proceedings. 

In our opinion, subject to the effect, if any, 
of the legal P(pceedings referred to in the pre­
ceding paragraph, the consolidated fii1ancial 
statements examined by us present fairly the 
financial position of Blue Chip Stamps and its· 
subsidiary at March 3, 1973 and March 4, 1972 
and the results of their operatiens and changes 
in financial position for the fiscal year~ then 
ended, in conformity wi.th generally accepted 
accounting principles consistently applied. 

?/Ub_ G,. 

1L 
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CERTIFICATE OF SECRETARY RE 

RESOLUTION AMENDING BY-IAWS 

I, R. H. Bird, hereby certify that on March 22, 1973 I 

was the duly qualified Secretary of Blue Chip Stamps and that on 

said day at the regular meeting of the board of directors of the 

Company the following resolution was duly adopted: 

RESOLVED, that effective March 22, 1973 the second 

paragraph of Section 2 of Artfole III of the By-laws is 

if' hereby an'![!nded to read as follows: "The exact number 

of directors shall be ten until changed as provided in 

the foregoing paragraph of this Section 2." 

DATED: • ~a.Y. •2•5 •• ' 1973 

R. H. Bird, Secretary 

Exhibit 3 .• 2-4 
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SECURITIES A:\D EXCHANG°E com11ss10N 
WASHINGTO:'l, O.C. 205~9 

' SEC FILE HO. 

-·--------"1 ~~Yi(PJ 
\\ 

EDP ATTACHMENT 
• c 

.,' foJ 

FORM:~l_O_-K~~~~ 

For Period Ended March 3 19 73 

$1.00 Par Value Connnon Stock 2. Description of Security Sold: _ __:::_~:..:_..:..::.:....,.::...::..::~-=-;_;_;:_-_::_.:...:...;;__ __ ---:-· .. · ~ ,1 
ii 

DO ?.:CT VJRITE uELc::.f n::s LE:E.. SEC USE OULY 

(a) Standard Industrial Classification •••••• • • • • .[ j 
(b) Type of Security Code ••••••••• • • • • • • • • • [ \ c 

(c) Control Number Identific.otion • • • • • • • • • • • • • L..1--------:,f · r 

(d) CUSIP Number. • • • • • · • • • • • • • • • • • • • • ~· • L =i ),/') ·-·1 
(e) Security Exchange Code . • • • • • • • • • • • • • • • ·IL--"~,<' .... ___ _...._ 

... 
'" 

SEC 113? ( 1·7Z": 

. DI SC I '0. s" u RE® IF THE,~B.OV~ .PAG~ 0

IS LESS CLEAR THAN THIS STATEMENT. IT IS 
L.i .· DUE ·ro POOR J'HOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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·Ea P f\TT ACHMENT 
Page 1 

FOR EQUITY SECURITIES SOLD (Including Convertible Issues) 

3. Number of shares or units sold ••••••••••••••••••••••••••••••••••• 

4. Sale or offering price per share or unit (to three places, e.g., 15.875) • •••••••••• 

~ ~ 2/13/73 
5. Average market price on date of sale /(if applicable), •• (to three places, e.g., 25.250) . 

FOR DEBT SECURITIES SOLD (lncludi:ig Convertible Issues) 

6. Price of debt securities sold (to three places, e.g., at par 100.000) • ••••••••••• . 
7. Final maturity date 1give year only, e.g;, 1972). , , ••••••••••• , , •••• , , • , • 
8. Interest rate or coupon (to three places, e.g., 08.725) • , ••••••••••• , , , ••••• 

;·--:; 'v 

(/ 

FOR SECURITIES SOLD PUF~SUMIT TO EXERCISE OF WARRANTS OR OPTIONS 

9. a. Is this a sale of a security pursuant to the exercise of warrants or stock options ? 

(yes= 1; no~ 2; 'n')t.:rl i ar _)~;:the space tirovided) •••••••••••••••• • ••••• 

b. Initial exercise price (to thr<?e places, e.g., 18.875) .................... 
FOR CONVERTIBLE SECURiTlES SOLD 
(Both Preferred or.d Debentures with Con"'•Hsion features) 

(/ 

10. a. Initial conversion pride (1,1 three 2luces, e.g., 16.250). »~"'"""· ••••• , •• , •• , •• 
,;Y ' 

.b.-Average market pricE! of the underlying security on the issue date of this sale •• 
(to three places, e.g., 15.125, if applicable) •••• , •••• , 

. 

. 

. . 

,, 

101,250 

$ 6 .100 

$:13. 3 7 5 

$ 

,, 

YEAR 

PERCENT 

1 

,. 
$ 6. 100 

$ 

$ 

,-, I c. Date issue may first be converted (give month and year, e.g., 06172) ••••• , •••• . · MOfYR 

AMOUNTS SOLD FOR CASH Item 12a =I terns 13+14+15 

11. Total amount of securities contracted for •••••••• , •••••••••• CJ" &J • Thous . 
12. a. Amount of securities sold for cash ••• · •••••••••.• , • • • • • • • • • • • • Thous . 

b. During fiscal quarter ending (gii·i: dollar amount in S(OOO)and month and year of, eig., 06/72) 

13. Amount sold for c;,ish/first month of quarter •• , • ~ ~·, , ••••••• , •.• · •• , , Tho11s. 

" l} 

·· 14. Amount sold for cash/second month of quarter ••. ~ •••••••••••••••• , Thous. 

15.- Amount sold for cc.s:1 /third month of quarter ••••••••••••••• , •••• , • Thous . 
'· 

AHOUNTS SOLD FO~ OTHER THA~J CASl-11/ 
)'C_'\9 

16. Total amount of registrant's s~curities e:,changed for outstanding security issue'. . 
\., (during reporting qua·rter) ••••• • • , ••• , • , ... --_ • Thous .::·::. 

---~ 

17. Total amount of securities e:-:clwn~e:d for securitie!i other than registrant;s 
or any oL,~r consic!t:rJli<>n t ,foring r~porting quurtt·r~ •••••••••••••• , • Thous 

.,:. 

)/ ' 

,, 

r.:1 
$ 618 

$ 618 

3/3 I 
MO/ YR 

$ 

$ 

$ 618 

,, 

$~ 
\ 

$ 

•, 

·\~?: 

I 

-

.,_ 

,-..) 

.::·: 

,:;• 

73 

" 

1.;{l. 

·'• -

,·;' 

DISCLOSURE® IF THE ABOVE PAGE ISLESSCLEARTHANTHISSTATEMENT, ITIS ~' 
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT. 
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" 



Page 2 

EXP:NSES INCURRED. BY ISSUER 

18. Cash compensatio.n paid b investment bankers, agents, or finders 
(if any, give estimate to ~earest dollar) ••• • $ ________ _ 

,:,\ 
19. Was any additional compensation other than cash, sue~ as warrants,options, secur'ities 

or contractS' or anything else of value 'given to, or for the benefit. of, an investment lo---------_.«> 
banlter, ager.t or finder in ~onnection with this issue? . ,. . . 

• c·:) (yes~ 1; no~ 2; insert 1 or 2 in the spa~e provided) •• ..._ ________ _..,. 

TYPE OF SECURITIES SOLD 
f'._~ ~) 

20. Is this a new issue of seturitie·s (code = 1, in space provided) or a sal~ of r~11}cqu.i red l 
secur!ties (cp.il: 2. in space proL'ided) ?-.:., •••••••••• · •••••••• · ••••••••••••••• ,__ ____ .......; ___ ~ 

ll ·..C:, 

21. ,. Is this a sale of securities pursuant to the conversion of an ,eq\iity issue 
·) . l 

(codl': 1, in sp£1ce prol'ii_ied) or a convetision of a debt security (code-: 2, in space provided)? ~------------4 

CASH PP.oc=:r:os or- 1s~u:= u~0~D F=OR REFIMANCING P~RPOSES 
0 

I.' I 
Esti'triate cash cr.;:::..:::t$ or is:;ti'e us:id for ihe follo.,·1ing purposes:1 t (, ., i 

" ·.• "1 ·. .: t\ ~{ ' Q ' i 
a. Redµction of _,si:ort-t:::rm bank loa~~ (ur.1.t~{i~?'le ye·Lzr) ••••• ~ •••••••• • _.:• • • • • • 

i lo,. /'I· 1' 
. J"1 ,·, H 

b. Payment° of outstanding commercial paper.·: ••••••••••• • • •• • • • • • • • • • ---------1'" , ~ ~ . ( . ,. 
c. Reduction of long-tet:li; banU"-'lq.ans (one ·year dnd ()per) • ••• o •••• • • .'•'. •

0 
••• •''~.. --------- ·::.7 

(f) 

(; /22. 

0 

<,) ,,t~ 

d. '· Payi:::ent of cfther debt ••.••• ". ·~ ;· ••••• '• : •••••••••••• ·~ •••• ~ •• · ••• ~ 
' -:;, .. \\ ~ 

)d 

·,;\v ,.fi!\ 

• '~I 

.1

1111

·11 

II . 
CLASS OF PERSONS TO, . .'\'/HOM SECURITr1SOb.D . 
Please indicofe the amount contracted for by the following groups: .. 

!J ' {.' 

© ® 

\:) ') ' ,I I 

e. None of the above •••• • c. .E~.: ~ .... ,.-:"! ••• e ~ .•••••• • .•••••• = ••• "e ••••• 
n.r t~\ , :o ,.6 

a.· Existing security holders·:-.• .................................. ~ .. ; ••• fJ• • Tho,usr~ $,___'·-------,-+-
~ ~ ;1, t~ ;;, 

a " 

·ii 

b Em loyees 
,.. . "'· ., Th s· 618, r.·l • . p •. o •••• , ~ •.•••••••••••••••• •;··•. • • • • • • • • • • • • • • • • • • • • ous. ~::..'-"'----"""""-....:;,.·I 

I. • '\ l~ .· ' . ' <! . ' ' Jr w 

S . t h Id· . f . . d b · ,,. n Th $ · 1 ° c~,,1~\: ecur1 y ... ,o ers
1
::. 91 acquire us1n~ss ••••• •c/~\\ •• (• • • • • • • • • • • • • • • • • • • • ous. ._. ----------'"-

.{"// ' n 1~ I /1 {I ~~·l 
d··fi'"L'f · " ·. j .,, - h S ::I1~ 1 e msura~ce so~panie.s •• ',}..,fl. 'B'": . . a • ••• ~ • "1D .... ; ........... :, .... T ous. -..i.l---...;o:::._ __ _.:. 

'\. e. Private noninsHred pension plans ••••••••••.. • ,./~ •••••• ~ .•••• ~ ••••••• ThOUf. $_..... _ __.. _____ _ 
\\ ~ :!} 

"\\'::, 0 •• 

~f~' State a;id 16cal government pension plans ••• "" •• •,,• ••• ; ~· ••••••••• ,, •• T,hous: $ " . b' __ _,..... _____ _ 

11 " I O....._ u I v ~I 0,: D ,i 

g. Property and lia bili\y insuranc~Y:;companies •• :···: : ••• ''· • •J • ••• •O• •••••••• r•Thous. ~$ ---------'' ' 
" .. . 9 ,,,· 

1' 
1
J)' .. .. ,,_ •';) 1.y \ ,, ., ., Cl \'\ ~;, •· .. • .1 0 

h. Banks, for tb··eir o\.1/n ''account' •••• .i. ~ .......................... ,_ ••••• Thous. S -------'"'-' __ 

(; 

1:;. 

I) 

' ''Jfl 

f' • I. • , iJ' •i2o .. oc1 , . .· ,J. Nor.pro ... tt t1S~tt~1t1or.s ••••••••••••••• •' •••••••••••••••••• ; •••••• Thuu.'i. s ____ _ 
0 ~ l') 

Thous $-',.._..._.,.,_---- ; 
0 I 

I) l\1 ) 
Thou~.$ ________ _ 

'IF 1· o· 

l. · Tot.ii ••• · .•••••• ,.t • ••• ·~J •••••••• ··:~'. 0 ••••••• Y'"I· ~ ••. :i-. ...... Tl •. p1~,$, '_6_1_8-'."'-. --·-''"-" ___ t 
• ~) ·1 ,. "' - I ~ /' ;~ 

m .• A~1o~nt tuk .. ·n by for~i1•,11 instilt1tion,;/;includedc·~1bo\'eY, ••••• !: J('>." .••. : •• ·,. ThnuS. $ ____ ___.'·':....''-· ---'- '·l 
} ·.· _, .,,., ' " 

,,_•-) 
J /! ~ 

j. Other"coi'pOrnt!ons ••••• -c •• •e• ••••• ·-~ • • ,11 •• •• -:::~ •• , ••••••••• .--. •••• •' •• 

(\ /!:•I l\) C".: ,., ·I .: i<) '') 

k. Others •.....•••..••.•• ,':,""-•••••••••••••••••••••••••••••. ·• :'! •• 

.:, , ~ ~' I;) 

01 s,c ~o'OC'Js· u'' I? E ® IF :r~E ABOVE PAGE IS LESS CLEAR ·~HAN THIS STATEMENT. IT IS\,,; 
r~ .. DUE TO POOR PHOTOGRAfHIC QUAL!,TV OF T:HIS DOCUMENT. .. , 

. , C!I . , " . \I 
• 01_~ 
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Exhibit 3.2-3(1 

CERnFICATE OF SECRETARY RE 

.;RESOLUTION AMENDING BY-IAWS 

" /i 
Ii' · 

I, R. H. Bird,, hereby certify that. on Mar:r:h 23,,, 1972 I 
·:i L'!.l 'l-

was the duly qualified Secretary of Blue Chip Stamps and that on 
.-.:i 

d said day at the. regular meeting of the board of dire~tors of the 

Company the follqwing resolution was duly adopted: 
~ ~ 

1:: 

RESOLvEP, that effective May 25, 1972 the second 

(( "' 
paragraph of Secti~p 2 of Article III of the By-laws 

is hereby amended to read as follows: 0 The exact 

·" number q:~ direc;ors shall be eleven until changed as 

provi,ded i~, the foregoing paragraph of this Section 2. '·' 
;/ 
i' 

1! 

I~ 
// 

,, ~' 

.g 

DATED: June 6, 0 1972 

II ,(! Js/ R. H. B,i,rd 
R. H.: Bird, Secretary 0

·,-' 

•J \) 

0 
(1 

'!1 

0 

I ., 0 ~\ 0 

(' •,\ 

,y 

C' tr; 
i,l 

·.• 

Ii 
!i'i 

11, '" 
(' '\ii ,. 

di' II 
~) 

11 

·DISC• ~SU RE, @ IF T~E ABO,V1~PAGE 1s LE~s CLEAR THA~ ~~~s ;~ATEPJ!,~~T. ITIS ~-
L.V ,, _.· D~~f TO POOR PHOTOG~;.'~PHIC QUALITY OF THIS D9CUME~.T. 

' . ~) . 

(./ 

/) 
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SUPP L;E MENTAL INDENTURE 
------~---!- ----

THIS SUPPLEi"lENTAL INDENTURE, dated as of May 15, 19·72, ,s 

L 

by and b2twcen B~UE• CHIP STJ;HPS, a corpo~ra tion duly or~anized 

and exist in~ under the 1a1·rn of the St,a te of Californ..ia (here-
') 

inafter referr.;d to an th~. "Company"), and BANK O..F AMERICA ;t,I 

NATIONJ~L 'I'RUS~:' !:ND SAVIl-TGS ASSOCIA'l1IOU:, a national banking 

association, orsanized and existing under the laws of the 
;,..- '1 jj ,, 

United States of i~.!i1erica (hcreln8.f'ter sometimes referred. to 
II 

as· the "Trustee"), 

W I T N' E S S E T H:'·' 

., 

;7, 

II , !l 
~lliE,RE.c.:~;~, 1 . for its 1a\;1ful cb~·pora te purposes,, the Company 

'~'' .:.._ 

has heretofore duly· iSS\UDd its 6 1/2;:) Subordinated D.=behtures 

a.ggr•6c2.tc princj_po.l amount of $10, 81~0, l100 '·:hJclf Debcntureo are 
·' "· !I 

,r 

authcntiq1a.tecl, issued, ancl "ct~l:t v2red unQ.er th~ terms and con-
fl ~ 

t;<"\ 

ditions for~1 in that c~rtain Indent~ro executed by the 

part:i.cs and ti.a t('·cl as of December 
\~ 

to a,s ~the "1968 Indeni;;~Y"\:!"); an& 
,. \> 

~> •;)l , Ii Q 

WH:SRI~A~~, pur~rnan'G1\ to e.;u thori ty granted in Scct:i.on J.l . 0~~ 
~ p 

and ~;1).bj C(; 'c to .Sc c ti on Si1. ol.~ of' f}.~ :i.cl 1']68 Indenture' the ho'1dcr~; 
/! () \\ 

of' not Jess tlnn 66 2/3;JI in ac2:rc:cc:i.t:R pr·inc:i.pn.l. i:'lDJOUr!t~.of the 
- I . ,,, CJ 
~ ; ' 

.-~ "'}""h'J J., .... ,,, """\• .{ ... 1.·,,..,.,.·1·~ ·~,-.,. !·i\.,,1-.. i .~ · .. n 1-t.1· .: ... J • o Li. l, ·J. l·~· •.••..•• 1. ,_·, "..'. , ,_ 
,, !• 

to 

ii~,, J ._ 
C~\,i, ...... ,r 

" "I") .. ···'· 
I 

'i':1::·::c~'.\/~ ·' (~''.'.:.dc·~j(• ~ .. (
0

; r· ilt;c{ j t.1 

c·on;_:entccl ~-n the 

,.., ""\ ·1 ( ) \( .. ' • ' " L• '~ '' <..> 1 '=" 't l''l . • ·- ~... ~r. " 

;.\ ., 

.in ',.., •t 1 ... } '' ''•) ,..,1·1 .. r~vj''\" 
• ,Ii ( '• ; ~.. ' ( .. ,.., \.• ... ' ,l 

·~: 

:,;pcqif .i.-

!!.\ 

'·' 

0 Ji 

0 I$ C LQ $ LJ ff E:@ ",THE Aacl~E PAGE 1s LE.SS CLEAR THAN THIS STATEMEN1\~I~ is 
.. ·· ,?UE 'TO POOR PHOTOGRAPHIC QUALITY ,Q''F THIS DOCUM~NT. 

,.:1 
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\'JHEiillAS, it is the iptcntion and purpo ~e acof the parties 

to execute thiG Supplemental Indenture to effectuate said 

mod:tfications; and 
,, 

WHE!\Ef~S, the executj_on of this Supplemental Indenture 

having been duly authorized by resolution of the Company's 

Board ,of Dlrectoris; 

That in order to modif·~r the terms and cond1 tions upon . 

which the Debenttn'oE~ ho.ve hc:rctofore becq authentrca ted, issued . /; 
,, and deJ.lvch?d, and ln ,~on~idc.i"'J tion of the premises, the Com-

.-, 

0 

1,1,1 

pany co·,ren~nts, and agrqcs i·1ith the 'Ti'ustcc .. ,.a.s follows: 

A. The_ sentence on Page 3 of the 19,.68 Indenture 

··rec.dint;: i• As nr-ovldecl in the Indenture, no pay-. " 

rnent (except the principal amount at ma11tu1•i ty) 
ij 1 I/ 

.shaJJ. be made by .the Company on account of' princi-

pal of the Debcmturcs (i'1hcther purm.1ant -cto the 

sink:tng fund or othcn·rLsc) or an account of the 

P,tirc:hase or oti1er acquisi t.ion of Debe!1turcs, if 
ii 

Cla5'.mr;; or C.:J.U:JCD of Act.ion irmnedintely thereafter 
!:) ' 

would exceed ones.1w.l~ the 0Stockho1ders
0

1 Equity 
l• ') 

of the Compo:ny J as tf1osc ter·ms. o.r·l<= "'defined in"°'' ,, ,,, 

the J1~dcfltu:re 11 i:;; hc1'eby de feted .'lf 
(f 

G 
l 

B. 'J'hc f':i.rs t t\'JO full p::i.rag:ea.p1w on ~'D.ge 5 of the ,, t' 
J.·~' -:) ;:') ,::;-

196f} Jndc::n'Cu:1:•e m.'c he:rc)b~r d21ct.cc1 and. thr. t\·!o followinr:; . 

·" 
.. 

/l 

nt.l;J~~ t,:t~D~t:t::?Cl 
" rilo.ee 13,nd stead to 

.• '\t 

.of U1z.: time :Ln 

afto:c ·. 

(/ 

(/ 

" .. I ~ ., 

·I 

--.:.--.... 

o Is.CLOS.· u RE.·? ~ •F THE AaqvE. PA~E 1s ~E:.s·c~E~~#TH:~ THIS ~~~TE~ENT. IT •s ~ · 
DUE TO POOR PHOTOGRAPJ;llC QUALITY OF THIS DOCUMENT. 

\I . :11 · • , 
II 

'J ' 

it 
~.' . 

. A 

... 
" 

.~ 

• ·o 
111) l~J 
·~. . 
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\) I' .-; 

r(l 

0 

I~ 

the date of the Indenture and prior to maturity, 

·upon m:t:i.11.ng a notice qf such redemption, not 

less t,110.n thirt;'.l nor more thun sixty days prior 

to the cl.'.1.tC! i'ixcd for redemption, to the holders 

of D0be:ntures at their last registered addresses, 

all as providf.ld in the Indentur·e, .. at J.oo;G or t,hc 
.: ,-; 

~principal aDount thereof toGather•with accrued 

interest to the date fixed ror redemption~ pay-

able on· m..u""rcnde1 ... for rec.kmptj_on (but if the date 

fixed for· redenpticn is an i11tel;'est pa~rr1wnt date, 

t.he inte:rest instaJJ.rnent payable on such date 
"; . -, 

wil,1 be ,p~:i.cl to the holders of record at the 

close of bun:L11ess on the Be.suJ.ar Record Date 

preceding such interest paym::m·i.;. dn to) • 
., 

11 ~!.1he D;;bcntuz.•cs a.re · aJ.[;o subj eet to redcmp-
. - c 

·;:; . 

tion in pr::.:ct _, through" the op2ra tion of the sin!::-

in'.1g fund p:r:oviclcc.1 in the Inc1cntur";:, on December J., 

1974 nnd on each D~cc~ilier 1 fhoreafter to and in· 

clucling D21cember 1: 1977, on notice a.~; se·e forth 

above anct at. loo;; of tr{'e pr:i .. ncip8:1 amount thereof', 

;,7 together with ''accr·uecl i11tcrC's 'c t'o the date fixed 

(1:1 

I~ 

. ~ 

1"· ·1 ·1 • l ,. . . ..... " • , l ' ' ,, ',l l'] 
, \, •' , • • \ , I i I ,! ) ~ • - ) l : I I I.,,) •if. (_. \I .l ') • I .._) 11' ( • • 

j>"f~\--ter~:-,~=l~·f ~~;:f.(t'l,,~ lJ.) ·;·~·:1_d _:11 :t:·t .. J.J ltn f\,:1.·1c~·.1r~: 

·"..' ,., 
... 1· 

Q 
(( =~;""' 

.i l l 

0 -··. 

f) ~} 

DIS,;CLOSU RE,® IF THE Aeov'E,PAGE :;s LESS(/CLEAR1~HAN THIS S1:ATEMENT. IT is '" 
· .. DUE TO POOR PHOTOGRAPHIC QUALITY OF T.HIS DOCUMENT'. 
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:
1SECTIOH .3 .bl. Rcdemptlon Prices. The 

Cornpany mn.y, at its option, redeem all or from 

time to time any part of the Debentures, on any 

da t:e SUbEequsnt to .SiX years aJ'ter the date of 

this Indenture and prior to maturity, upon notice 
I .as set forth in Section 3.02, and at 100;0 of the 

pi-•incipal ar.1ount thereof, together: with accrued 

interest to the date fixed for redemption. 11 

D. S~ction 3. 03 of' tho 1968 Indentli.r·e is hereby deleted 

and the f0llm1ing n121·1 Sec~ion 3 .03 substituted in its 

pJ.o..6~2 a.nd stead to read in full as follo1·rn: 

,"SECl'IOH 3 .03. Sinkin~ Fund. As and1; for 

a requirc_d sj.nlcing fund for the rec:le:nption of 

Debentur0s and so long as any of the Dzbcntu1~es 

rerna.in outstanding und unpaid, the Company will. 

pay to t~e Trustee at least one buGiness day be-

fo:r:·e n.::ccmber- J., 19711 and at least one buslneos 

day before/ D2combcr .1 it1 each ~,rear therea.fte:i. .. 
f\ ., 

I~·} 

to and lnc1uding DGcember 1; )977 (each sueh 

.fj_:C'~'c b'1.J.sine:.>F.J day befOJ:'e Deheml)er 1 .being here-

in:1fter :C'efcrr,ed to a's a 11 s:Lnlcl.nr; fund pa~?ment 
" ' ) 

a. sum .. equal to 20;.0 of the principal 

n.mmint of.' D::-~bentnrc·:s out.starrd:i..nf~ hc1'eundcl'' 

the c:1o~;c of bus.i.1ic?~;s on Fovcmbcr JO, 1?'[3, 
/:.,' 

lnc!"eauc!cl or clc.~cr·2<::.~::r:·cl, in evt=!r~1· car..e, to the 

•,) 

t1 '1 ~' :1;' co r to b 0 .(, <.;: ()t: c:m·: .:l ~. h ~-'i..J u;)1 ·i~l 1 ~ (: r'll :i. :l cu t1.o li 

of (Link i r1;'; runJ. . :s r;uch 
I.I 

DI SC LOS u RE® IF THE l\~O~E PAGE IS LE:SCLEAR T~AN THIS ~:A;EME~T. IT IS • ' 
• • 

0 
, • DUE TO, POOR PHOTOGRAPHIC 0QU~~ITY OF THIS DOC\JMENT. . 



JI" 

"At 1 ts option, the Company m~y redtfoe 1 ts · 

obl:L[~ation to m~'1:e any required :Jinl'.:int; i\jncl pqy-

ment in cash b~· delivering to the 'l'rus tee'; at 
-,_;_ 

leas i..: foPty-fi ve da:fs (or- such·· shorter pc~?iod .. as 
'~l 

f: 

may be uccentabJe to t!~ie TJ'ustce) before the sinlo-
.. ; !I. 

,t'.' 

\: 

ing fund pa~T.1cnc date, ( i) D0benturc3 whld:h riave 
I~ 
·,, 

been acquired by the Company (other than by redemp-
" ii, ,, 

tion) J and ha.v~ not b·~8n called for redempt:,ion 

" witb an Officers' Cer·~;:l ficatc· str:t tins the c l@ction 

of the Company to have credited against such ·~jinlcine; 

\'! 

.so delivered,. or (~i) an Officers' C8rbifibate~tat-

ing the election of the Company ·t;o huv~ credi te& 
\ 

again~.it such s:L~I·:ine ft.~nd payment a. specif'ied pr~nci-
\:: 

paJ. i:J:ioun'c of D:~bcntu:i."ss i.·:hich have been acquii-•ecl 

by tb (~ , Conpany (other than by reclcii1pti,on), and in 

ea.ch c:r:.sc ,, have ~1ot been caJJ.ed for· redempLton 

under· nny pr-ovj.G:i..on of this J\rt-;lcle ~fnree, ox' (iij.) 

3 ().., "J) _, ~ ·nn1 ·-:,'J. ].ODRC'" OU:-~· ..... -1.r,1, cJ. ·-t.l (.f..J~ ..... - ..._.. J. v 

or ( lv) any 

__ ! ; . 

co u i:i :i.1:..J. t; :Lon 

" " 

oi' the 

{;hall 

01 s' c. ,0· s u R. E ® IF THE AB~VE PAGE IS L~SS CLEAR TH~N THIS STATEMENT .• ~.~ 
" L.i . DUE TO POOR PHOTOGRAF'HIC QUALn;v OF THIS DOCUMENT. 
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I• .. 

.. 

\\ 

this Section 3. 03 01.. crcd1 tcd 

fund pa~111·::mt ptu•:::;uant to this, Section 3 .03. All 

Debentu1•es made the basis or a cn:>ed.L t aguin~it 'a 
requ}-:r:cd s1.nl<:in3 fund pi::::,:11ient shtt'll be ere di tcd 

a.t 100~·0 of the p1•incip2.l amcunt" thGreof. Ar1y re-

quired ·.sinldnG fund pz.ymcnt or pay!'i1ents may at any 

time be. anticipa tcd by the Company by, obtai.ning · 

credit thereon in th.e mB.nner above p:rov.j.decl, such 

c1"edi ts to apply at,i;ainst sinking fund payrnents 1,.'n 

the o:cde1, :t.n 1-.'hich they be.come due. 

11lfot1·1i tl~s tanclinr; the foregoing pro vis ions 
h 

of this Section 3\03, the Truste~ shall not reli1cem 
,, II 

or rna:!.il 
I' 

any D::bentm."es 1·1i th sin~{ins fund moneys 

any n:>ticc of'"' redemption'' of ·DGbentures by operation 

. of the sJnk:inr; fund during· tl)e cor,:ttlnuance or";i.'a 

default in p2.~1~ff1t:mt of interestoon t;he D~bent-ures 

or of an~r Event or D:!funl t (other trw.n an Event 

of D~f'£i.u1 t occur·r:.1.113 o.s a c9nr.equ0nce of this para-

graph), except ·that :i.f notice of re.'.d.emption of 

any D2bcnturcs shn11 theretofore have been mai··l.cd, 
. ~· 

( :::;ubJect to the .. pr9visions of Artlcle 

Four) shall\ redeem such Debentures if cash suf.fi, 

in ~ccord~ncc with 

the t2r~s qr thin ~rticlc ~~rec. 
Ii 

Except an afore-
' 

~.rn.icl; t:~ny i:~8fac:y:-., :i . .n th.er s:l.n1::-:Lnr;; fund nt the 
/ 

t:lme 
Iii 

GUCh {,. 

' ' J .. ~ ,. .. l ., J. ll ',.! ~ (' t "'. ' v 

, n, 



Cl 

/ ' \, 

• /! 

j' 
ij 

Ii 
I/ 

i• 
/I .. 
1! 

the provisions or, fil"'ti,clc Four) 8.s . security for 

the payr£:ent of all the D2bentures; provided, hm·1-

evei•,, the:.t in case .such default of Event of D2fault 
i.1 

shall have been cured or waived or shall have 

ceased to exist,, .such moneys shall thereafter be 
'-!J) 

!:: 

applied in ciccordancc with the provisj_ons of this 

Section 3.03." 
; ,'" 

E. Section 5.01 of the 1968 Ii;tlcnture ls hePcby deleted 

,and the folloHing n:::w Sc'ction 5. 01 sub~; ti tuted in its 
/ I 

1 place and s te~d to 1~ead in full as follows: 

Inter.2::-. t. The Colnpany covenants and a.grees tha. t · 

it wi:ll dul;:y- and punctually pt:!y or cause to be 

paid the principal or and interest on each of the 

De.bent.ures c. t the time a.nd pJ.ace and i?l the 1mm1n~r 
pro,:vici-:::d in th2 D3benturcs to or upon the i·1ritten 

or·der of the holdern thereof.~' 

F. Section 5.Q3 or the 1968 Indenture i~ hereby deleted 

and the fol1o';iins new Section 5/.03 ::mb::>titutecl in its 

place and stead to read in full as follows: 

1
·1S"'<'f"l"'T01T r- Q-=> LvJ ... _ .• :J • ..) • L~nlt~~ion on Ccrtajn 

D:f\•ic1cnc1c. 0 Dj_c.b:'iln~Jci'onn ;:n1cl Acou:i.~~:i.t:i ons. 'J;he ----------·----------'--------
Company •.-.iiJ.l ~ot: cxcep 1c {_,_u prov1clcd Lcl0i·1 :i.n ·this 

If, 

Section '.) .03, 

(a) D2cJ&r6 or p2y 2ny aividcnd (except a 

~ .. ·:·· ,~~,·,r" ~•,... <' '·r-., ... ~ .... ) Q1 \ .! .. • .... J • ...< .L.l ., l1-" , ~. 1 en or ~akc any dl~-

/) .Y 

~ .: 

~~-~--..;;,-;,;:,·Tc;,;," __ ....._ _____________________________________ '?'_\_ •. _.,_;o:._ _ _. 

01 s.c. 108 u RE® IF THE ABOVE PAGE IS LESS CLEA'R THAN THIS STATEMENT. I; IS 
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,, 

(b) Pu1,chase, redeem, or other\·r:tse acqu:h•e 
'~~~! 

or reti:.c."'e for a cons.id era t'i.on, or permit 

any Subs1diary to purchase, redeem, or 

other\·tise acqhire or retire for a con-

sideration any shares of stock of any 

class of the Company 
Ii 

i:G in ea, ch case, upon ei ving ef'i'ect to such Ci 

dividend, distribution, purchase, redempt:I,on:, 

acqui:::ition or retirement, 

(1) The aggregate of the CJ.aims or 

Causes of Ac·tion would exceed one-

half of; tl;le Stoclcholders' Equity 

of the Company; or 

{ii) D11ring an~,r fiscal year of the 

Company such divd.del').ds or distri-

''· buttons would exceed 25% of the 
,',·' 

Net Income? of' the Co1~1pany for the 

preccdine; .f:i.ccal yea:r; or 

' (iii) If' the Company is~ in arreai .. s in 

-:· ~-, sinking" fund pa~11nents • -· -· 

11 Nott·:ithstand:i.nG the forcgoinJ;, the Company 

. .. 

shall be pcrmi tted · to purch~se \.:fo1"' cash up to 27, 606 
!· \.,( 

·I 

ch.:{J.1 1.ic r,,-·i'rn~:"ctcd to pay in <:n~r fj sea J. year of the 

j 
,/. 

0 

, \\ 

. . ; . -- "' Ii . . . 
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sum the [:;l"Ca t;cr of, 

(a) t) 2}.J. cents ori1 each share of ~ toclc, or 
Ii~; 

( h.) 255; of' t.h~1P':; 1B- Income or tfie Company 

for· the prc'6,e'tling fiscal year. 

In the event of a stocl\: "dividend in excess of 

25~~ a stock split or reverse stock split occurrin~ 

aft-.?r the ef fee ti ve date 'or the SuppJ_ement<J.l Irlden-

ture, the maximum sn~cific amol'int paya.ble under (a) 
h ~ 

shall be proportior;ia11y reduced or l.ncrea.sed:; as the 

case may be.~· 

G. At each and every place in the 1968 Indenture 

and each D2benttu•e issued pursu[mt t;hereto, at '»lhich 

·· the fisures 11 6 l/27j 11 appe.p.r in rel<!tion to 'Or describ-
,, 

ing the~ interest; rate on th8 D~bentu:':"eS, the figure 
G 

11 6 3/4.;$'1 shall be and he:ccby ls subst:i.tuted in the 
' If 

. ? 

place and stc~d thereof. 

(/ 

TRUS 1rEE HEl\EDY accepts the trusts in tl:).is Supplemental 

Indenture dcclared"and provided upon the terms and conditions 

hereinabovc set forth. 

Upon execu.t:i~on hereof, the 1968 Indenture and a.11 

D2bcnturc's J~;sucd thc.,eundcr shJ.J.l be and be deemed modifj_cd 
\\ 

and amc=ndecl ~.n accor·cJ::.;nco hercn·:ith and the: respective rir;ht::3, 
0 

~ G 

l:i.m:i. 'ca t:i on oj-' ric.htn, ob1:tca t5 on;;;, dut.:i.c::; c.t!1d JrnLmni tics undc!r 

tiic t.c:J'i:1S <:J.l 1::1 con<J it :i.on~~ 

• 1 l. 

0 

r.~ 
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::t 

~\!rt:~·. 
~1·_:::: 

pa~t of the 1968 Indenture for any and all purposes. 

All terms and condi ti.ens of the 1968 Inde11ture not spec!f1-

cally modified in this Supplemental Indenture shall remain 

1n full force and effect. 

All Debentures authentlcated and de11vered after 

execution of this Supple~:.cntal Indenture nhall bear the 

following notation: 

"The terma Ei.nd condi'tions govern:i.ng 

thj_s Debenture as set forth in the Indenture 

dated as or D-.Jcember 1, 1968, have been modi-

fled by a Supplemental Indenture dated as or 
·· May 15, 1972. Said modifica. t:tbns increase 

"' the interest rate to 6 3/L~7; pe1" year, and 

~edify certain restrictions on the payment 

11· of di vidP-.nds on s to cl::, payrr:cnts to the sinl{-

ing fund, and/o:e red0r:lpt:l.on, purchase or 

other acquisitions of Debentures by the 

Company. 11 

IlJ WITNESS \ft{EHEOP, the Company has caused this 

Supplcmcntc:.l,. Indenture to be signed and ackncnrledged by 

its l?resident or Viee President and i ti3 Corpo1~a te Sec.l 

to be af'flxed hereunto and the sam0 attested to by its 

(C, {,I 

" Seer.eta r-y .• and r_P1•Li~;tec:r hD ~; caused ti d.s S1.J.ppJ.(m1c~ntal In-

one· of' 

', 11 

. }<J·· 

to be a ttc;~; t~pd by 
(:_\ 

of the c 1 /A~r and 

·- ~ 
' ' ".. , .. @f._, a: .... t_ .. _. ~·-
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., ·yeai~~f l:B~t,}•11,i tten above. 
{~~ 

,Attest: 

,,, 

(· 
I 

BLUE CrIIP STAMPS 
'" 

f:: _-<-::~>~-(~ .. -'-'"Y.7 .. -,-
·v1ce t>resident t...-

: ;, 

!Jr.i\/:•'0,' 

Se c;1~e tary 

BANK OF PJ•iERICA 
NN:PIOHP.L TRUST JJ.;D SAVDWS ASSOCJ;,t~r:eron 

.... -__ '..."-._--:-.. ~ ~-:>'.~::__:.~_-~-'--:.::__~:-:---...... 
- .. ·~- -

ii: 

f.) 

-;---• .;..__;_., • :l~'r"·1 '. . .., -~~ • orrice:e ----...:;.__ -tSSJ.S~~<.!l""lC ~ ~-

..... 

'. 

"'.] 1· 

~ - - ,. 1:, -~ 
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