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Financial
Highlights

Revenues . . . . . .

Net income . . . . .

Per share:

At end of year:
Stockholders’ equity

Shares of common
stock outstanding

Year ended February 28

Income before federal income tax . .

iiiiii

llllll

Net asset amount per share . . .
Number of stores open . . . . .

1970

$18,096,799
> 1,146,932
5 559,154

5 .50
5.15

» 6,122,564

1,330,509
54.60

| 31

1969
$15.511.445
S 1.448.746
S 740.890
S .74
$.125

S 2.435.429 |
962.109

52.53
22
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by slowing business conditions in  of $199,574, and net proceeds of
the fourth quarter, particularly In 3,403,894 from the public sale of

the Seattle area, which has experi- 368,000 shares of the Company’s
enced a decline in the aerospace  Common Stock in September, 1969,
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and forest product industries. less expenses in connection with
- Our store patronage has con-  the pooling of interests.
tinued to grow during this period A part of our increased capital

of economic adjustment, but cus-  has been utilized in the opening of
tomers are purchasing fewer big new retail outlets, including the
ticket 1items. However, experience large new Portland store. The bal-
suggests that some of our customers  ance of the funds was added to
tend to put more time and money  workinge capital, which 1s strong at

Into home improvements during  the present time.

slower economic periods. We ex- T'he Company has always en-
pect earnings during the first quar- joyed one of the hicher rates of

ter of fiscal 1971 to be sharply  return on invested capital in the

e R
e e

Lo
s

o -
S
R
T R

o
e T T R e
-

i
e e e

S
-
Seneel

S e

-u;::

o A
i

e

o -
: R

S e i i _ = ' Revenues rose to $18,096,799 in  below the prior year, but compar- merchandising industry. It will take
the fiscal year ended Feb. 28, 1970,  ative results for the balance of the  some time to realize the maximum
as compared with $15,511,445 in  year should be much better. return on the increased capital ob-

the previous year. Net earnings de- T'he Housing 601 Program (pre-  tained in our recent public offering

| : clined from $740,890 to $559,154.  built modules containing a kitchen, ¢ the money i1s being carefull
- : Earnines did not keep pace with bathroom and laundFY), which was employed to this end The roceed)é/
“ rising sales. Costs resulting from  started during a period of interest  have been put into Sevelii‘al new
the merger and the transfer of cor-  1n pre-fabricated housing, has been  giores and into working capital
porate headquarters to Kent ¢changed to conform to current  The construction of a cegntl‘alpdis:

. (Seattle), Washington, were ereater ~ market possibilities. We are now tribution facility and new main
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than anticipated. The company in-  TECClving some (_)rde}'s for these  ,ffjce building has been deferred
curred expenses retraining certain ~ modules, but it is still too early give your company the financial
managers and clerks, modernizing !0 determine its future business strength to consider alternative
older stores, making adjustments pofﬂté?lbur Slores Now are invifine  €CONomic opportunities in the light
in the franchise program, and of current business conditions. The

: r ictra.  and attractive in appearance. Fran- : "
;:_hanges ﬁ{n ]tEhe* merged d_dmlm.htrd PP Company’s financial position and
ive staft. Earnings were affected Its operating capabilities are strong.
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chise problems have largely been
overcome. Management changes
have been accomplished to improve

administrative practices in the
merged company. Slower moving
merchandise has been disposed of.
Newly opened stores are taking the
company into additional consumer
markets.

T'he Company has a current ratio
of 1.9 to 1.0 at the close of the
fiscal year ended February 28, 1970.
During the fiscal year stockholders’
equity increased from $2,435,429 to
$6,122,564, reflecting additional re- . i -
tained earnings of $359,580 after [
payment of dividends in the amount . .
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. Harold Bacon, Advertising Director

s

A business won’t achieve lasting
success without skilled people. It
1s the policy of Pay’n Pak manage-
ment to offer personal growt
opportunities that attract decision-
makers at every level of the corpo-
ration. Management philosophies
—— differ in merchandising as in other
~ “§  industries, and mergers tend to
- bring such 1ssues into focus.

At the staff level, eleven men
make up the management team.
Three new positions — purchasing
director, store development mana-
ger and store construction mana-
ger — were added during the year,

— . e aNd three new district managers S
” » §  were named. |

Late in the fiscal year, the Board
named David J. Heerensperger to
succeed Stanley M. Thurman as
Chairman of the Board and Chief
Executive Officer. John M. Head- e
ley, formerly Executive Vice Presi-
" . & dent, was named President and
. » Chief Operating Officer. |
| o Halvor M. Knudtzon,Jr.,C.P.A.,
was appointed Controller of the
Company on September 2, 1969. !

. Donald Tripp, Purchasing Director
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Jay Titsworth, Training Director
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. Russell S. Morgan, District Manager,
Western Washington

. Curtis L. Rhodes, District Manager,
Oregon-Southwestern Washington
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. Monte A. Leen, District Manager,
California-Nevada

- s | . Peter W. Gallina,
e M Store Development Manager

A. V. MclIntire,
Store Construction Manager
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. Robert B. Nieman,
Director, Housing 601

10. John Mead, Automotive Director

I1. Jerry Marlow, District Manager,
Eastern Washington-Montana
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Ores

T'here were 20 Company-owned
stores 1n Washington, two in
Oregon, two in California, and two
1n Colorado. Six more stores, four
in California and one each in Wash-
ington and Oregon, are franchised
to share the benefits of centralized
management, advertising, purchas-
ing, and employee training pro-
grams.

Since the end of the fiscal year,
Pay °n Pak has opened four stores
in Portland, Reno, Kennewick and
Billings.

The stores stock and sell com-
plete lines of plumbing and elec-
trical supplies and lighting fixtures.
Most stores also stock other build-
Ing materials and carpeting. Four
stores sell automotive parts and
accessories.

Administrative Offices:
Kent, Washington (3)

Aurora, Colorado
Bellingham, Washington
Denver, Colorado
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Spokane, Washington (2)
Tacoma, Washington (2)
Wenatchee, Washington

ugene, Oregon

verett, Washington
ongview, Washington
oses Lake, Washington
ount Vernon, Washington ranchisees

lympia, Washington [bany, Oregon

edding, California remerton, Washington
edmond, Washington ureka, California
acramento, California Napa, California

alem, Oregon Pleasant Hill, California
eattle, Washington (4) Santa Rosa, California

Yakima, Washington



e
g,

i

e
e

SRR m...........

.r.r.ﬁ T e IW"... o .r.r-o-.r-.rj.-l...-
A e o
S ...-.r......r.r.n.-. -

e

s

e i
s e el
e R
nn =

]

et
e .

[
e e

:

=

SRt
e
e
B e e .
o e -.......m.,....r......... b A
; e e -
m.. .rN.r- o .r.rl..r.r
L v..............r.......,...!...,k... i e
.r.r- u. e o -

&hﬁﬁuﬁ

ik
P

e
o

i

=
=

R e

e
- - oo R et e
ﬂ i :.H_z,: B .} e

.-:.“'\::.- S

S e e et

e
i e i e T

oo
et
ﬁ.ﬁ. i
- o AR YR
4 u.o.n...............".m........ i ..+v.n..q..........n.............ﬂ = ..W....u_....uu..f..vu.
R e v
: ;%iﬂ
: ...S_..- .u.......”...uh.... 5 =
%
e R

o L E M ok T > . - . - ! ey
POLLUT e - 3 e s ...?... .........n......tr.u..v...?l...........

=
- i
s SR

-.r.r].-.-..r.r.r"u.-

. : 2 3
S e R R pl o _._ﬁ.”.nw:t..ﬁq.;... i ..k..o.“ s
: SRR e s S i .fi.ﬂﬂ...“,.w".f.,hu,.ic&vd! .ﬂhﬁ:ﬁﬁﬁm: =R o ; e M_..,....
w5 NSl . - e

e L e M%: i
s
1@11@&#53&%?;.5 St _H..

e -
e e ,.u_;..__..._._.,..:.,...
...........n LR

o

?::t:.
i -

T
SRcEe L :
S 1 ] e e i SR

o e
...,. i .wuﬂ..“u_.:.....f.mfuwtﬂu.f".....,.u.r...:..
w:,..ﬁnm..i!.. e ..d.,....uob............... s

..-....:..,..,. W
y .r.rJ......u. u..r ....“r.

T gl e

..........h.i

‘iﬁ-':f'“'

s
ok e
[ w .-.nu.... e e

mu-nih..ﬁm :1. ... .n... ..
g Hﬁs s ﬂmmmﬁr, ..
:mﬁxﬁ s

e

= R )
LR D e
e L R R e
ol o el T el oLl e
...............n.....

e e .n
n---- .r.r.r--.r o
.“:.,:. AR
L H. %
ey e
I o s

gt

f

d

11

u....
R

o, e e
. o

b
IC€ In main-

lece o
stock

be
,000
Pay
trained
how to
That

homes.

between
p
1T

1n
every
n
IT eVery
I,
1n

the

how are why

Ing
b
Ire

s need may
l plug ora $2
taffed by

tant

2

materia

b

we knovq how to

Or repair

!
o

o

5

e e
e D

1ca

[

Oor repa
knowledge and know-

IS S
2

n Pak has them both

t
1pe Or W
sell

Improving

1

Ipmen

IMpor

L]
i
5

3

e .-.'.'\."'\.{Wgc(’

e el

Pay

use, or insta

store

SIS
e

e

3

S

e

cent electr

et e

Lo &

Sicchhniiurinise iR u SRR P oo oo L e i e el @y Ry PRY 0 ) ol T RN ey w " W L " a0 BRSO SR e R G RGBT i e e
e

Ing an

More

n Pak
personnel who can expla

The customer
two

What we

n

kitchen.

and about everyth

use, insta

of equ

tubing or p

peoplelook to usforadyv
d

: o
e, e b
: o i e =,
: & i i i e T
2t i =
A - ) Ao R e o, - a R
= it ‘_... i
e e e A
i o o




o e e S ) P e e e A L A T L
e 5 o D e e el B
SRt

el e e

R
W
e

i
i __
e 3 -
e e e
e -; L
e : i i
o : ! 5
i i
S e 5
e o8 :
e o £ ]
e I %
e R - ._:_.
s e
o o s
o G )
et e e
e T
e i
e S 1)
T =
w1
S .
T fare
> i et
R
A iy
ue Sy e
Ll "
i e
S o
ke DO al
VR i A A s
5, L, - e - "
S e e e e e
. o ' o e " L
i R, G Ay e ek b bR
o e et B R
A i e e e
e e e e R
ST o
R
b
. g, )
s
e oot b S R
i o o
L
W
e
za)
-
i
W
s :
St " i
= -
e o e ‘ﬂ'.'."\.:
R - i
LRI, ¥ = : ¥
e R * %
e o Ch e - :
Sy 5 RS :
e " =l e e X
o = T R e A r
S " e S RS e i
e .- A -t
: ! il i e L O L
. ’y "
SR ; e o
S %
STy, L
]
S
o] s
e
e

S

e R gy e

o
s =5 A
: L
e "
X 3
= i = e S
e Z o he =
" i L at
el ; i e
s 0
ZHy b
i i
r =
5 £n
: d
5 & i
: % ]
CLt e % 53
e - i
e (] g
; e r ke
R I i
AL 3 e
. SR
- SR
: SRR
- ]
R
LA
i
S
e
D R
R
S
A
e ]
i
R
: e
- -
" : L
s - = o]
2 o e A e L
u! L L

e S

: e e o :
i S .-
a7 e A o
ey e, 0y
o 4.4, o
was ‘s o
e o, g g o
i =3 = LELEER R
) =) o R
b e Aot
- X
L e e,
: = = g S
it " . - } i A, ey
X e el e -
e oo e : AR e e e e
e e T, 5 e e o e o e e e e ey e et e
e e e e s e SR e e S T e O T
e T e i bl RIS
e i SRy o e B
ol e e e gl rinte ol EEE
e e e e ; S e i
E " ¥ 5 :
: : . TR
SRR i e i o : Gt e
e 3 - s
" : A o : e ] e A e
. e X il e araAr . o e e
i 1 o A .- Sl Ao
e - o . e R
i e - = R e
e S, i : e T "
A . x :
i = i £ e g
=y " - i L sy L S
i e Sl X e S (e L i
o e - o i ) :-'”E e L
o 200 o s e e, o
T i i et mL e,
e e e e e L
e e - o e D e Y
L 35 i i ot A
I - 5 L
= e = e i it e
i i et 2 it Sk
+ i s = S
b i e " Cn - - [
e 2 R e o I AN
VR e & i L oy o
e i e s oy 'y
o s TP i e = =
. i i i i i =
i ot e o i e oy ' -
S i : e i . e wa e 3] __
ot a5 o ol . A
A 2 i s i 5 et el =k i
e - 5 s s Ao o S
- e e e . e
ATk = B o i % L
e e o o e S =
ik i e har R
s e = e e EEE:
e e X
S i o e R AR
e, i e O
L, - = e
R e T e T
i Sk s Ve A
e Ly e L o o e
{a T e I
e e e D el e e e e e e e e e el e e e e
SR s e L S P i e A G A e = S
PEE Lo ook et bk e s L e e e e e e o R

Largest of the Pay’n Pak opera-

tions 1s the Mall shopping cente
at Kent, Washington, with 62,00

square feet of shopping conveni-

ence, which had 1ts grand openin

in August, 1969. Record crowd
were attracted by a careful mer-

] L]

chandising progr: includin

display of the company’s racin
unlimited hydroplane and compet-

ing hydroplanes of other nationa
concerns. The company’s dragster

which 1s used primarily to promot
the sales of automotive parts, als
was displayed at the grand open-
ing. The Mall 1s a collection of

separate stores designed to meet a

omeowner’s building materials

shopping needs. It also includes a
restaurant and barber shop.

During the year, the company

began construction of a major store

in Portland, Oregon (pictured
above). It was opened inMay, 1970.
This 50,000 square foot facility car-

ries a complete line of electric
plumbing and automotive supplies
building materials, lighting and
heating fixtures and equipment, and

carpeting.
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Five-Year Historic Highlights

BEVENUES . . . « o s s « o o o 4
Income before federal tax . . . . .

Net INCOMe . . . o v « v o « . .

Per share:

Net income . . . .« « « « « « &
Cash dividends paid. . . . . . .

At end of year:
Stockholders’ equity. . . . . . .

Shares of common
stock outstanding

Net asset amount per share.
Number of stores open . . . . .

IIIII

Revenues

1965 1966 196

Year ended
February 28 or 29 July 31,

1970 1969 1968 1966 1965
$18,096,799 $15,511,445 $11,119,271 $9,485,012 $7,474,661
$ 1,146,932 $ 1,448,746 $ 1,153,771 $ 937,881 $ 857,626
§ 559,154 $ 740,890 § 636,777 $ 531,332 $§ 489,905

$.50 $ .74 $ .63 $.53 $.49
$.15 $.12 $.125 — —
$ 6,122,564 $ 2,435,429 $ 2,027,493 $1,656,522 $1,207,544

1,330,509 962,109 1,010,909 1,010,909 1,010,109

$4.60 $2.53 $2.00 $1.64 $1.20
31 22 19 17 15

Net income

1965 1966

1968 1969 1970

Stockholders’ equity

1965

1966 1968 1969 1970




Consolidated Statement of Income

For the two years ended February 28, 1970

Revenues:
Net sales .
Franchise fees and royalties (Note 7) .
Gain on sale of building .
Interest
Rentals

Costs and expenses:
Cost of sales :
Selling and administrative
REME « s+ = «
Depreciation (Note 2)
Interest
Minority interest .

Income before federal income tax .

Provision for federal income tax:

Current . : -
Deferred (Note 3).

Net income

Net income per common and common equivalent share (Note 8).

See accompanying notes.




Consolidated Balance Sheet ‘

Assets
Current assets:

Cash

Treasury bills, at cost.

Notes and accounts receivable, less allowance of $85,050
($7,000 1n 1969) for doubtful accounts .

Merchandise inventories, at the lower of cost (first-in, first-out) or market
Prepaid expenses .

Land and building, at cost less $15,244 accumulated depreciation—
sold in April, 1970 (Note 4) . "

Total current assets

Investments and other assets:
Notes receivable due after one year
Investment in common stock of newly formed 507, owned company, at equity in net assets

Other

Total investments and other assets .

Property, plant and equipment, at cost (Notes 2 and 4):
Land
Buildings
Leasehold improvements
Store equipment
Transportation equipment

Construction in progress
Less accumulated depreciation .

Property held for development .
Net property, plant and equipment.

Cost of investment in subsidiaries and acquired stores in excess of amounts
assigned to net assets at dates of acquisitions, less amortization (Note 1) .

Research and development costs, at cost (Note 3) .

See accompanying notes.



Liabilities and Stockholders’ Equity
Current liabilities:
Notes payable to banks .
Notes payable to others .
Accounts payable
Federal income tax
Accrued liabilities.
6, — 77, mortgage notes payable (Note 4)
Long-term debt due within one year (Note 4).

Total current Labilities
Long-term debt (Note 4)
Deferred federal income tax (Note 3)
Deferred income
Minority interest in subsidiaries
Commitments (Note 5)

Stockholders’ equity (Notes 1, 4 and 6):
Preferred stock, without par value, 1,000,000 shares authorized, none issued

Common stock, $.10 par value, 2,000,000 shares authorized, 1,330,509 shares i1ssued
(1,012,509 shares in 1969), including 50,400 shares in the treasury in 1969 .

Capital in excess of par value

Retained earnings.

Less treasury stock, at cost .

Total stockholders’ equity

See accompanying notes.



......

1. Principles of consolidation

The consolidated financial statements include
the accounts of the Company and i1ts subsidi-
aries, including six companies (subsequently
merged into the Company) acquired in a pool-
ing of interests on April 30, 1969, in exchange
for 558,352 shares of common stock of the
Company. Revenues and net income for the
pooled companies of $9,455,092 and $477,054,
respectively, have been included retroactively
in the statement of income for the year ended
February 28, 1969.

The Company’s equity in net assets of its
consolidated subsidiaries exceeded its invest-
ment therein by $3,751 at February 28, 1970,
which amount is included in the consolidated
balance sheet as a credit to retained earnings
for their undisiributed net income since ac-
quisition ($28,118) and a charge to cost of
investment in subsidiaries in excess of amounts
assigned to net assets at dates of acquisition
($24.367) net of accumulated amortization
($633) using a twenty-five year life.

At February 28, 1970, the cost of investment
in subsidiaries merged into the Company on
June 1, 1969, which were purchased prior to
1964 and of stores subsequently acquired in
excess of amounts assigned to net assets at

dates of acquisitions was $149.475 net of accu-
mulated amortization of $45,271 using a
twenty-five year life.

2. Property, plant and equipment

Depreciation of new buildings 1s provided
on the straight-line method and depreciation
of other buildings and equipment 1s provided
principally on a declining balance method.
Estimated useful lives are as follows: buildings
—40 years; leasehold improvements—Ilife of
the respective lease; store equipment—3-10
years; and transportation equipment—3-8
years.

3. Deferred federal income tax

Deferred federal income tax has been pro-
vided for the excess of accelerated over straight-
line depreciation of new buildings and for
research and development costs included in
the accompanying consolidated balance sheet
but written-off for income tax purposes.

In 1970, the Company began research and
development of a finished modular kitchen and
bathroom core unit for use in the housing in-
dustry, which costs will be amortized for
financial statement purposes over the first five
years after production begins.

4. Long-term debt

Long-term debt consisted of the following

at February 28, 1970:

Due within Long-
one year term

649, note payable to
Insurance company,
due $25,000 annually
plus interest on Sep-
tember 1 to 1976 . .

61,97 — 797 real estate
contracts, due $4,240
monthly including
interest to 1979 and
$3,890 monthly to
1983 . . . . . . . 19,541

797 mortgage note pay-
able, due $74,167
plus interest to 1971

79, real estate contract,
due $1.124 monthly
including interest to
[O8See S L 3,600

Insurance contracts
payable to 1972

$ 25,000 $175,000

411,235

74,167 74,166
138,542

16,649 4,988
138,957 $803,931

Land of $40,229 and property held for de-
velopment of $1,072,512 is pledged as collateral
for the above long-term debt.

The loan agreement with the insurance com-
pany was amended May 6, 1969, and September
10, 1969, (effective February 28, 1969) to pro-
vide additional restrictions on the payment of
cash dividends, redemption or reacquisition
of the Company’s stock, payment of certain
stockholder-employee compensation and ad-
vances to and investment in a consolidated
real estate subsidiary. Retained earnings of
$235.918 at February 28, 1970, were not re-
stricted. Other provisions require that working
capital,as defined by the agreement, of $900,000
must be maintained: current unsecured debt
may not exceed $2,000,000 and other invest-
ments, loans and advances may not exceed
$100,000.

In April, 1970, the Company sold for $855,000
and leased back a store building and land hav-
ing a cost of $704,654 less accumulated depre-
ciation of $15,244. The resulting gain of ap-
proximately $88,000 net of applicable selling
expenses and federal income tax will be deferred
and amortized over the 25 year life of the lease.
The 6% — 797 mortgage notes payable of
$569.,929 applicable to the property sold were
assumed by the purchaser and the Company
1s contingently liable for the notes.

5. Commitments

Minimum rent commitments, including the
retail store and property sold and leased back
in April, 1970, exclusive of insurance and prop-
erty taxes, under non-cancellable leases for
retail stores are payable as follows: 1971 —
$430,000; 1972—%370,000; 1973—%$360,000;
1974—%350,000; 1975—%330,000; and reduced
amounts to 1995: an airplane 1s leased at
$71,000 per year to 1978. The Company has
options to renew most leases for three to ten
year periods at agreed amounts. In addition,
the Company 1s contingently liable on leases
of four franchisees’ stores requiring payments
of $58,000 in 1971, $42,000 in 1972 and in
decreasing amounts to $13,800 in 1978.

The Company 1s contingently liable at Feb-
ruary 28, 1970, for a real estate mortgage note




of $18,600 assumed by the purchaser of a
building sold in 1964.

The Company has agreed to guarantee an
aggregate of $154,000 ($127,000 was out-
standing at February 28, 1970) plus interest
of franchisees’ debt to banks and certain ac-
counts payable; approximately $86,000 at
February 28, 1970.

The Company will pay $54,375 per year
until May, 1976, as a result of termination of
an employment agreement in April 1970.

6. Common stock

Change in capitalization:

On June 20, 1969, the stockholders ap-
proved an increase of the par value of the
Company’s common stock from $.05 to $.10
per share and an exchange of four shares of
the new $.10 par value common stock for
five shares of the old $.05 par value common
stock. Retroactive effect has been given in
the accompanying consolidated financial
statements to this reverse stock split and in-
crease 1n par value of the common stock.

Stock Options:

Options granted in November, 1967, to
officers and/or Directors to purchase 24,000
shares of common stock at $4.375 per share
(aggregate price of $105,000) were outstand-
ing at February 28, 1970, under the 1967
executive stock option plan approved by

stockholders; the options were first exercis-
able in May, 1968, and expire in November,
1972.

During 1970, options to purchase 400
shares of common stock at $8.75 per share
(aggregate of $3,500) were exercised and
options as to 400 shares and 1,600 shares of
common stock granted under the 1964 and
1968 qualified stock options plans, respec-
tively, at option prices of $3.75 and $10.625
per share of common stock, respectively,
were cancelled by reason of termination of
employment.

At February 28, 1970, options to purchase
53,600 shares of common stock at the fair
market value of the common stock at date
of grant were available to be granted to
officers and employees under the 1968 qual-
ified stock option plan. Options become
exercisable not less than six months after
date of grant.

In connection with the public offering in
September, 1969, the Company sold for $300
a five year non-transferable option to pur-

chase 30,000 shares of common stock which s
exercisable at $11.24 (aggregate of $337,200),
$11.97, $12.71 and $13.44 per share during
the year ended September 25, 1971, 1972,
1973 and 1974, respectively.

The value of the common stock was de-
termined by the Board of Directors at the
dates the options were granted. There was
no public market for the common stock at
the dates the options were first exercisable
or the date the option was exercised.

7. Franchise income

Income from the sales of franchises in 1969
($125,000, of which $78,500 and $26,500 was
collected in 1969 and 1970, respectively) was
taken into income upon the sale of the fran-
chise and 1in 1970 the Company adopted the
policy of recognizing in income sales of fran-
chises as the cash therefrom i1s collected. Dur-
ing 1970, a franchise for $25,000 was sold of
which $10,000 was collected and $15,000 has
been deferred until collection. A royalty on
net sales over a period of ten years and $500
a year thereafter 1s recognized 1n income as
1t 1s earned.

Franchise fees aggregating $50,000 are con-
tingently receivable by the Company, if fran-
chisees’ net sales for any consecutive twelve
month period during the three years following

the opening of their stores exceed approxi-
mately $400,000 each.

8. Per share information

Per share information has been computed
based on the weighted average number of
common shares outstanding, retroactively ad-
justed to give effect to shares issued in April,
1969, in the pooling of interests and including
stock options as common stock equivalents,
except where they were anti-dilutive. For pur-
poses of this calculation, it was assumed the
proceeds upon exercise of the stock options
would be used to purchase treasury stock at
the highest price per share at which options
were previously granted until October 1, 1969,
there being no public market for the common
stock prior to that date, and at the average
market price thereafter.




Consolidated Statement of Stockholders Equity

For the two years ended
February 28, 1970

Balance February 29, 1968 —prior to
pooling of mterests .« . -ovvu o

 Pooling of mterests (Note 1) . . . . .
Balance February 29, 1968 as adjusted.

Add (deduct):

Net income for year ended
Feprudry 28,1969 & - w5 .

- Stock options exercised, 1,600
shares (at $3.75 per share) . .

Undistributed earnings of
Subchapter S Corporations
jrahsterretl o 0 o e T

Treasury stock acquired, 50,400
shares at $3.75 per share

" Cash dividends paid by pooled
EOMPANN: szl b e ey

Cash dividends paid
(b 125 per share) . v - 00,

Balance February 28,1969 . . . . . .

Add (deduct):

Net income for year ended
February 28, 1970 <02 =5

Stock options exercised, 400 shares
at $8 75 pershare . L0

Expenses in connection with
pooling of interests . ... & . .

Sale of 368,000 shares of common
stock (including 50,400 shares of
treasury stock) at $10.50 per
share less expenses of $463,906 .

Sale of 30,000 options to purchase
one share each of common stock

Cash dividends paid
(5. 15 pershave) & v e

Balance February 28, 1970
(Notes 1. 4and6) .- v, .

Common

stock

$ 45,256

55,835
101,091

160

101,251

40)

31,760

$133,051

See accompanying notes.

Capital in
excess of
par value

$ 210,472
(28,735)
181,737

),840

77,441

265,018

3,460

(76,339)

3,179,334

300

$3,371,773

Retained
earnings

> 927,905
816,760
1,744,665

740,890

(77,441)

(100,517)

(49,437)
2,258,160

539,154

(199,574)

$2,617,740

Treasury
stock

(189,000)

(189,000)

189,000

Total

$1,183,633
343,360
2,027,493

740,890

6,000

(189,000)
(100,517)

(49,437)
2,435,429

539,154
3,500

(76,339)

3,400,094
300

(199,574)

$6,122,564




Report of T
Certified Public
' Accountants ,

The Board of Directors

and Stockholders
Pay’n Pak Stores, Inc.

pr—
o

We have examined the accompany-
ing consolidated balance sheet of Pay
'n Pak Stores, Inc. and subsidiaries at
February 28, 1970, and the related con-
solidated statements of income and
stockholders’ equity for the year then
ended. Our examination was made in
accordance with generally accepted
auditing standards, and accordingly
included such tests of the accounting
records and such other auditing pro-
cedures as we considered necessary 1n
the circumstances.

In our opinion, the statements men- |
tioned above present fairly the consol-
idated financial position of Pay 'n Pak
Stores, Inc., and subsidiaries at Feb-
ruary 28, 1970 and the consolidated
results of their operations for the year
then ended, in conformity with gener-
ally accepted accounting principles
applied on a basis consistent with that
of the preceding year.

M}a««gﬁr @7

Seattle, Washington
May 21, 1970

= =
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