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Peoples National Bank of Washington
Seattle, Washington

The Chase Manhattan Bank (N.A.)
New York City, N. Y.
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Peoples National Bank of Washington
Seattle, Washington




Board of Directors Financial Highlights

Year ended February 29 February 28
1972 1971
Revenues $30,927,898 $21,806,396

Income before federal
income tax $ 2159004 $ 1512778

Income from continuing
operations $ 1147472 § 785,272

(Loss) from discontinued
operations $ (98,692

Net income $ 1147472 $ 686,580

“John M. Headley

President

Average number
of common shares 1,338,409 1,330,742

Per common share:

Income from continuing
Halvor Knudtzon, Jr.

Secretary-Treasurer, (LOSS) from

Poy ’N POk - discontinued operations | (.07)
S'I'Ol'esl InC. - Net income per share $.86 $.52
ANNUAl Report e/ SEEeL=E
“Curtis L. Rhodes David J. Heerensperger

Director of Purchasing Chairman of the Board, Chief Executive Officer

John M. Headley
President, Chief Operating Officer

1972

Halvor Knudtzon, Jr.
Secretary-Treasurer, Controller

& Harold F. Bacon
Woo drom:f C Button Vice President, Advertising Director

President,
Bank of Cowlitz County,
Longview, Washington

e,

Marshall J. Weigel
Vice President, mergers
and acquisitions,

Bank of America. 3 .
San Francisco, California :
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Report to the shareholders

® Pay’'N Pak’s fiscal year 1972 was a year in
which your company pursued its growth objec-
tives more vigorously than ever before.

We are pleased to report that your company
achieved record sales for the year and a sub-
stantial increase in net earnings.

Revenues totaled $30,927,898 as compared
with $21 806,396 in fiscal 1971, an increase of
41.8 percent.

Net income after taxes was $1,147,472 as
compared with $7/85,282 (from continuing op-
erations) the previous year, an increase of 46

percent. Per share income was 86 cents on the
weighted average number of common shares
outstanding in fiscal 1972 of 1,338,409 com-
pared with 59 cents a share on 1,330,742
shares outstanding in fiscal 1971.

Your company was able to achieve the fore-
going results in spite of the fact that gross
margins were adversely affected by the price
freeze. Additionally, your company was faced
with higher salary costs, property taxes and
rents. Nonetheless, management was able to
offset these problems through a greatly ex-
panded sales effort coupled with reduced ad-



ministrative costs (as a percent of sales). This
enabled us to improve our net profit margin.

A dividend of 15 cents per share was paid to
stockholders in fiscal 1972.

In November 1971 a secondary offering of
435,159 shares of common stock of Pay 'N Pak
Stores, Inc. was made. This sale broadened the
market for the company’s shares with negligible
dilution because the number of outstanding
shares remained substantially the same.

This year the company opened new stores in
Sacramento, California; Portland, Oregon; Anch-
orage, Alaska and Wichita, Kansas, adding
119,200 square feet of selling and warehouse
space. The new stores in Portland and Sacra-
mento were the second in each city thus adding
to market penetration. In July the company re-
Dlaced an older store in Salem, Oregon with a
new 18,000 square foot store. Work was also
started on new stores in Tulsa, Oklahoma: Burn-
aby, (Vancouver area), B. C., Canada and Ta-
coma, Washington, all of which are now in op-
eration. In addition, three existing stores were
remodeled to add sporting goods departments.
This is all part of your company’s continuing
plan to expand in the major growth areas of the
United States and Canada. While the new stores
Increased sales volume, your company is
pleased to report a store-for-store (stores 2
years old or older) sales increase of 23.5 per-
cent as compared to the previous fiscal year.

Your company’s growth during the past year
reflected the improved condition of our indus-
try, increased housing starts, increased remod-
eling activity and lower interest rates. It also
reflects the performance of your new manage-
ment team which completed its second year in
office.

Your management recognizes that the devel-
opment of sales, executive and staff personnel
s the life-blood of any business. To this end
we nave emphasized our training program
which culminated in a week long seminar
wnich provided us with twenty-nine graduates
trained to take on additional managerial respon-
sibilities.

Much has been written about economic con-
ditions in the Seattle area, which of course is
important to your company because the area
accounts for a substantial portion of total sales.
For the past six months the economy of the Se-
attle area has been on the upward trend. It
should be pointed out that Pay 'N Pak’s identical
store-for-store sales in the Seattle area showed a
12.5 percent sales gain in fiscal 1972 over the
previous year. Additionally, however, as Pay 'N
Pak expands its operation to other geographica
areas Its dependency upon the Seattle area mar-
ket is being reduced. For example, in fiscal 1970
Seattle area sales accounted for 42.5 percent of
the company’s volume; in fiscal 1971 the per-
centage was reduced to 33.3 percent, and in
1972 to 28 percent.

We are particularly appreciative of the faith
and confidence that our employees and share-
nolders have shown us during the past year and
nope that we may continue to merit this trust.

David J. Heerensperger
Chairman of the Board

John M. Headley
President



Projected population change from 1970 to 1990

States gaining 15% States gainin tates gaining more
from 25% to 35% than 35%

From U. S. News and

Stores (on February 29, 1972) World Report, Inc.
Ibany, Oregon .
® Present stores
zggfaraggiloﬁ]aadsg a O Planned future store sites

ellingham, Washington

Illings, Montana
Bremerton, Washington'
Growth patterns
Eugene, Orego_n
Evefﬁtt_viashzlﬂ%ﬁﬂ"t B Two new states, Kansas and Alaska, were added to Pay 'N Pak country in
KZE? ewgcsl{mgatznmg o fiscal 1972, to go along with Washington, Oregon, California, Nevada, Mon-
Longview, Washington tana, Colorado and British Columbia, Canada, making a total of 8 states and

Moses Lake, Washington
Mount Vernon, Washington Canada at the end of the year.

apa, California®

portland. Oregon (3) The states of Nevada, California, Utah, Colorado, Arizona, New Mexico,
Olympia, Washington Alaska and Hawaii are predicted for the greatest population growth by U. S.
Eegdi“gacﬂifﬂh'ﬁ”iat census figures in the period to 1990. These states are closely followed by
Rznzoﬁe;adzs e Washington, Oregon, Idaho, and Texas, with Oklahoma, Kansas and the
Sg{lz;;m%rgog,oﬁalifmnia (2 Dakotas above average.
anta Rosa, California The additions tentatively planned for as shown on the map on this page
eattle, Washington 4 represent our future expansion goals.
pokane, Washington
oo g o Farly in the first half of this year new stores will open in Tulsa, Oklahoma
Wichita, Kansas and Pueblo, Colorado. A new large, full-line store (including building materials,
zgﬂfn‘i:”%!ash.:ﬁfgfoan”ada _electric, plumbing, aL_Jtomotive suppI){ :flnd sportin_g goods) will replacei exist-
759, ’Compaw owned subsidiary iIng outmoded stores in Vancoqver, British Colgmbla and _Tacoma, Washmgton.
5 Pvsudhien tarminatad after The second half of the year will see the opening of a third store in Portland,
February 29th and store Oregon, and larger stores in Yakima and Olympia, Washington and Santa Rosa,
no longer associated with

company. California replacing small units in these cities.



People and organization

for growth

B Any company’s growth is in direct relationship to the growth

capability of its people. It is the policy

of Pay 'N Pak manage-

ment to offer personal growth opportunities to its people that at-
tracts decision makers at every level of the corporation. Twenty-
three key people make up the present management team. Each
staff member enjoys a distinct area of responsibility utilizing his

or ner experience. The staff furnishes t
people who make it happen—the store p
the customer.

he tools to back up the
ersonnel who daily meet

An effective and valuable two-way flow of communication is
implemented by the District Managers, constantly in contact

with the stores.

A “people” concept exists. It starts with the individual cus-

tomer and his buying needs and habits.

This concept includes

people within the company whose merchandising and selling
skills must constantly be developed. This includes motivation to

perform well in all phases of store operat

lon.

ne company’s full-time training director contributes to this

internal “people” concept with a constant program of product

and technique training and constantly
and trains new management potential a

searches out, discovers
mong our personnel. In

tripute to the effectiveness of this program all of today’s store
managers and company district managers have come from this

Internal program.

the plans for completing six new store
capability to increase this number.

A new employee’s training begins w

Our new store development group is fully capable of preparing

S per year and has the

ith his first day. He re-

celves an eighteen page informational b
pany policies, a detailed job description

rochure explaining com-
and explanations on the

company’s group health and profit sharing programs. He then

recelves nis orange and white striped
nim as a future skilled, career expert re

shirts which will mark
ady to advise and assist

any customer. The new employee is rotated throughout the var-

lous areas of the store until a complete

orientation is attained.

He also learns of the company’s promotion-from-within policy.

INncentives for growth

B Each store is on an incentive bonus

plan in which both the

manager and the crew shares. The manager’s bonus is based
upon his store’s gross and net profit and inventory turns. Each

employee’s bonus is based upon his ind
gross profit.

lvidual store volume and

The new store development team is con-
stantly on the go . .

T'he staff and assistants co- ordfte a/

phases of centra/rzed management

The new sound proof data processing room
has Increased effrcxency.

Training seminars prepare Pay 'N Pak per-
sonnel for advancement.



There are company “get-

ration for special sales events.
A unique “Selling is Serving” program rewards two employees

from the total store group each

spective stores, and a sL

ogethers’ at a central area in prepa-

month with a plaque In their re-
bstantial bonus check and the distinc-

tive “Selling is Serving” ring. This highly coveted award is for a
service or services above and beyond the normal call of duty.

The corporation gives preference to the employment of ag-
gressive, clean-cut, young-thinking people whose qualities of en-
thusiasm and attitude will assist in the growth of the company.
Our people know they will be helped to the opportunity to grow
and will not be overlooked as that growth presents new |ob

opportunities.

The company’s Profit Sharing Plan significantly gi

employee an individual sense of ownership, responsi

Dloyment.

ves each
Dility and

participation in the long term advantages of continuing em-

The Pipeyard Gazette, the company’s bi-monthly news publi-
cation is an excellent communications tool. It is, in part, written

by 40 reporters in the stores,
with over 60 photographs anc

home. Twice a year It is also sent to stockholders and

to give them an added insight into the company.

Product mix

for

continuing growth

B The increase in the scope of the do-it-yourself market has
rounded out the merchandise mix for our stores.

A tew short years ago few people wou

nas grown to a size of 14 pages
IS mailed to every employee’s

suppliers

d consider a do-it-your-

self installation of carpet. Today, thanks to mounting installers
costs and easier installing products and methods, self installa-
tion of carpet has become a common practice. Carpet squares,
carpet for your pool, patio, kitchen or bath hastened this result
and added to the scope of carpet sales.

Much the same evolution has occured in shelf shops and
home decorative items and these items have become standbys

with our stores.

ltems of a different nature and seasonal items have been
added and have enriched our merchandise mix.

'he demographics of our customer profile (primarily adult

male) has been instrumental in the good measure of acceptance
sporting goods has enjoyed when added to our automotive sup-

ply stores.

New techniques have
More products are show
product will look in your

8.

neen uti

1zed 1N merchandise

N 1N sets
nome.

'ings to demonstrate

displays.
how the

7 .
A i s e
S st e
e e R T

Graduation day at the training seminar
launches a new Pay 'N Pak manager

tinual training pays off whenever you
sell the do-it-yourselfer.

Con
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The proved technique of know your product
follows through the sporting goods sales
program.

el

your home, a Pay 'N Pak tradition.



Famous name brands that our customers know and trust are The S‘I'O'ff Ond OSSiS’l’OnTS

still the backbone of this product mix for sustained growth.

David J. Heerensperger, Chief Executive Officer,

Market motivation for growth | chaimanofthe soara

John M. Headley, Chief Operating Officer,

B Prerequisite to being one of the nation’s fastest growing re- Presiaent

tailers is having an innovative, aggressive advertising strategy. Halvor Knudtzon, Jr., Secretary-Treasurer
The past three years have seen an increase in Pay’N Pak’s adver- and Controller

tising capability. Harold F. Bacon, Vice President

and Advertising Director

Breaking sales records has become a pleasant habit for the |
company’s relatively small but solidly professional advertising Curtis L. Rhodes, Purchasing Director
group. The goals of every person in the group are to keep the Monte Leen, District Manager—California.
customers coming in and to steadily upgrade the effectiveness Nevada, Oregon, S. W. Washington

of their contribution. Jerry Marlow, District Manager—Eastern

Three extensive chain-wide special sales events are conducted Washington, Montana, Alaska
each year to complement and stimulate the regular weekly ad- John Mead, District Manager,
vertising program largely done in newspapers. tach of these Automotive and Sporting Goods
events utilizes almost three million pre-printed tabloids of & to Russell S. Morgan, District Manager,
12 page size done in multicolor. These tabloids are then dis- Western Washington

tributed in thirty-one papers in thirty-one cities. These events in

. . g Gerald Newenhof, District Manager, Canada
fiscal 1972 have increased sales volume very significantly.

Ray White, District Manager—
All stores share the benefits of centralized management, pur- Colorado, Kansas, Oklahoma

chasing and advertising. Terri Clevenger, Training Director

The company continues to be identified with big-time sports Peter W. Gallina, New Store Development
activity and benefits materially from this image. Director
hese activities include the nationally competitive Pride of John B. Regan, Real Estate Director
Pay ‘N Pak, U-25, unlimited hydroplane (expected by many to be Ralph Beniasch, Purchasing Agent
the National Champion this year), the western champion Pride of

Pay 'N Pak AA/Fuel dragster and Funny Car, the Northwest Reg- Glenn Geisey, Purchasing Agent

ional Championship fast pitch softball team and numerous fast Bud Larsen, Purchasing Agent
pitch contenders from other Pay 'N Pak cities. Little League ball Rod Shutt, Purchasing Agent

clubs and a championship hockey team round out the image

making value of this participation in sports. Thomas J. McCloskey, Assistant Controller

. . . L William Gottbreht, Office Manager
The internal spirit making value of these activities among our | o
personnel is almost immeasurable. Clemens Erlander, Assistant, Advertising

Paul Morris, Assistant,
New Store Development

Ea i

e Gerald Wishman, Security and Procedures Assistant

B R
-...'_r:._;
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et e

e

........................



IT'he Pride of Pay ‘N Pak carries the company banner on
the unlimited hydroplane circuit accruing publicity for
name exposure.

1O,

The district managers
a vital link in communication.

A. Monte Leen, California, Oregon,
Nevada district manager meets with
Mr. Headley in the field.

B. John Mead, Automotive district
manager discussed a ‘direct buy’ with
Mr. Heerensperger and Mr. Headley.

C. Russ Morgan, Western Washing-
ton district manager and Mr. Headley
at a new store opening in his district.

D. Jerry Marlow, Eastern Washing-
ton district manager formulates spe-
cial events for his district with Hal

Bacon.

E. Ray White, Colorado, Kansas and
Oklahoma district manager checks
personnel’s training proficiency with
lerri Clevenger.
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Almost ten miilion preprinted multicolor tabloid newspaper sections are prepared annually and highlight 3 major promotions
each year. This aggressive advertising has achieved sales increases as high as 52% in one month alone.



Consolidated Statement
of Income

Years ended February 29, 1972 and February 28, 1971 -

REvEnLSS: :f;ff;;3~lﬁ_:“““

Net saleS. o

Franchise fees and royalties (Note b) ... .
INterest. _

ReNTAlS . i

----- 13 579- o
60 212

30 927 898 L

Costs and expenses: .

Depreciation . _
Interest............-. N—— T

..... 2 ' 048 868_
806 276
a7
116 948 .

2 8 7 6 8 8 9 4

Income before federal income tax.._..... ..

Provision for federal income tax (Note 7): ..

CUITeNt
Deferred

- e o e S S O O O O O o we owe oa OED ES E  ae, we omw wEm O S SR O O O O O O e e O I O O e

1 002 252

(3 204)

M l nor I ty i nte re St ____________________________________________________________________ : "

1 159 956:-': .

Income from continuing operations

i e - e - e S @ O o o o i R . e O - O T e . S D S o . S - S s . Y

(Loss) from discontinued operations (Note ©) ... ... _

Net INCOM .

Average number of common shares (Note 8)

- e . O e e o o i - e e e a8

Per share of common stock:

Income from continuing operations............_.___.__._________ o e

( LOSS) fr om d ISCO nt | A Ued ) pe ration S o ) o

Net INCOMe. e ]

12.

See accompanying notes.

| 521646673
| Sree

s Epgeoay.

275849 -

L anke

1,512, 778

771 40‘5
(52 887)

718518 e

12 484 ._

120,293, 518' .



Consolidated Statement of
Changes in Financial Position

Years ended February 29, 1972 and February 28, 1971

Source of funds:

Operations:
Net income

4'-——-——r----r----'-'‘|'|'——I""I'|'-—'--——---------—-—-|---ll---|-———'—-'—'———-—---|-----——------ull--l-|------———--—-—-———————n—---

Charges against income not
Involving working capital:

Depreciation and amortization
Deferred federal income tax
Minority interest___.____
Net asset amount of land and

equipment sold orretired.........._
Write-off of unamortized research

and development costs

Total provided by operations

- mE e W R R R S A S . e SR mw ww mm omm = e

R e e Emm G W WE OEE BN EE OEE OED O B B O S SR S R S R e e e e e e e b

- R R O W O OB e e e AR W I I S O T O O s S e o e omm omm omm S e S AR e e

R i T T e e T T I

Proceeds from sale and leaseback of properties.............____
Exercise of stock options to purchase common stock
Decrease in non-current notes receivable
Increase in long-term debt

- . e R e e A O S S BN R e T SR TR MR WSRO ER WW OSSN SR W

- . OEE O - - - O . O O ey we wme ome R A e e e e e owe ome ma OEE S S e e TEE R W O T O O O S e

Application of funds:

Additions to property, plant and equipment
Cash dividends paid..........

Reduction of long-termdebt . ..
Cost of investment in subsidiary and acquired

stores in excess of amounts assigned to net assets
Non-competition agreement
Pre-opening and other

- . R A s e e S e R e e R e

= s e T o mE

-_—— . S B e o o omm S S B e B S = S e e e e oam e Em R TR Te T ER TR mm mm omE mm TR Em Em Em mE mEm mm s mm T

e = oEm o oE EE O O O B SR S SR SR S e e e e e wme Em mr e mm R D W Em mE Em mD S O O O O . . .

Increase in working capital

o R D S O S G R S O O O O O S O O O O oy mr o mm E ES a EE oam o o mm omm T e o W O e me e R e e e e W e e o

The increase (decrease) in the elements of
working capital are as follows:

CasSh .
Receivables

- . . R O O O S e R e e e e e O D e e Em e  mm e e W am s e D B SR S S S R s S B am mm S S S S mm omm mm omm

_eEmeE Em EReEmEeEeEEREEESEs T oo e oI O S S = S R ET OmE O E O R 8

Prepald expenses. ...
Property held for sale
Notes payable. . .
Accounts payable. ...
Federal income tax
Accrued liabilities. ...

Mortgage notes payable on property held for sale
Long-term debt due within one year

O O e o o o R D S e e e R e o o mm O WD BN e o g mm S ES SS S am omm o e O mm omm m Em e e E

O e e e e e e R e e R e R o E O R S S S S e e e g R e e e mm omm o G e

- o o S S A S S N O B e o o S S S S S S S mm omm wm

Increase in working capital ...

See accompanying notes.




Consolidated Balance Sheet

ASSETS

Current assets:

Receijvables:

Notes and trade accounts receivable, less allowance of
$26,286 ($17,816 in 1971) for doubtful accounts... .

Sale of properties. ...

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

Prepaid expenses. .

Total current assets...._..__. e

Other assets:

Deferred federal incometax............. .
Pre-opening costs and other (Note 1) ... . .

Non-competition agreement, at cost less $110,379
amortization ($45,313 in 1971) (Note 1)

Total other assets_..__ .
Property, plant and equipment, at cost:

Buildings. .. _
Leasehold improvements. ...
Store equipment.
Transportation equipment..______ .
Construction in Progress. ..

Less accumulated depreciation, principally
on the straight-line method ...

Property held for development and/or investment._........___.

Net property, plant and equipment....._..___.__________.

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

]4 See accompanying notes.




LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Notes payable to bank.........__. B

Accounts payable. .
Federal income tax.........___. e e e o e

Accrued liabilities.
Long-term debt due withinonevyear...._.. . ...

Total current liabilities....._. .. . o

Long-term debt (Note 2) .o
Deferred income (Note 7). .. )

Minority interest in subsidiary........___. .

Commitments and contingency (Note 3) ... .. ...

Stockholders’ equity (Notes 2 and 4):

Preferred stock, without par value,
1,000,000 shares authorized, none issued......_..__.______.

Common stock, $.10 par value,
2,000,000 shares authorized, 1,353,409

shares issued (1,330,909in1971) . ..
Capital inexcess of parvalue......... ..

Retained earnings... ...

Total stockholders’ equity...... . ...

See accompanying notes.




Consolidated Statement of
Stockholders’ Equity

Years ended February 29, 1972 and February 28, 1971

Balance February 28, 1970

Add (deduct):

Net income for year ended |
February 28, 1971

Cash dividends paid
($.15 pershare)......_ ...

Stock options exercised,
400 shares at $3.75
per share._..._._.___. I

Expenses of sale
T COTETION: S0 o

e I T T T e

Balance February 28, 1971

Add (deduct):
Net income for year ended
February 29, 1972

Cash dividends paid ($.15 .-
pershare)

Stock options exercised,

22,500 shares at $11.97

per share

e e e e,

e i R R T T T



Notes to Consolidated Financial Statements

1. Basis of financial statements

The consolidated financial statements in-
clude the accounts of the Company and its
subsidiaries.

At February 29, 1972, the cost of invest-
ment in subsidiaries and stores purchased in
excess of amounts assigned to net assets at
dates of acquisitions was $63,898 and
$217,115, respectively ($68,003 and
$205,126, respectively in 1971) net of ac-
cumulated amortization of $4,110 and
$67,523, respectively ($2,554 and $54,512,
respectively in 1971) using a twenty-five year
life.

The Company capitalizes preopening costs,
which are amortized over three years com-
mencing with the opening of the store. The
non-competition agreement, the liability for
which was paid in 1972 at a discount of
$47,170, i1s being amortized to April 1975.

2. Long-term debt

Long-term debt outstanding at February
29, 1972 and February 28, 1971 is shown in
the following summary.

1972 1971
614 % note payable to insurance

company, due $25,000 annu-
ally plus interest on Septem-

ber1to1976 . $150,000 $175,000
612%-7% real estate contracts,

due $50,880 per year includ-

Ing interest to 1979 and

$46,680 per year to 1983 = 385,217 408,798
/% real estate contract, due

$13,488 per year including in-

terest to 1989 134,566 138,486
6%2%-71% mortgage notes pay-

able, due $74,167 in 1972 and

$15,732 per year including in-

terest thereafter to 1982 114,688 74,167
Non-competition agreement

(Note1) .. ._ 280,937
10%4% note payable 61,081
Insurance contracts payable 5,849

/84,471 1,144,318

Less long-term debt due

withinoneyear . 197,990

$946,328

$721,761

Property of $931,309 is pledged as collat-
eral for the above long-term debt.

The loan agreement with the insurance
company provides, among other things, re-
strictions on the payment of cash dividends,
redemption or reacquisition of the Company’s
stock, payment of certain stockholder-em-
ployee compensation and advances to and
Investment in a consolidated real estate sub-
sidiary. At February 29, 1972, retained earn-
ings of $933,702 was not restricted.

3. Commitments and contingency

Minimum rent commitments, exclusive of
Insurance and property taxes, under non-
cancellable leases for retail stores are pay-
able as follows: 1973—%1,062,000; 1974
—3$1,022,000; 1975—%1,003,000; 1976—
$992,000; and 1977—%973,000; and re-
duced amounts to 199/7. The Company has
options to renew most leases for three to ten
year periods at agreed amounts. An airplane
s leased at $89,520 per year to 1980.

The Company is contingently liable at Feb-
ruary 29, 1972 on real estate mortgage notes
of $500,834 assumed by the purchasers of a
store sold in 1964 and a store sold and leased
back in 1971.

4. Stock options

Options granted in 1968 to then officers
and/or Directors (one is presently a Director)
under the 1967 executive stock option plan
to purchase 24,000 shares of common stock
at $4.375 per share (aggregate price of
$105,000) were outstanding at February 29,
1972 and were first exercisable in May 1968
and expire in November 1972.

A five year non-transferable option to pur-
chase 7,500 shares of common stock which
IS exercisable at $11.97 (aggregate of
$89,775), $12.71 and $13.44 per share dur-
iIng the year ended September 25, 1972,
1973 and 1974, respectively, is outstanding
at February 29, 1972.

At February 29, 1972, options to purchase
53,600 shares of common stock were avail-
able to be granted to officers and employees
under the 1968 qualified stock option plan
which terminates September 15, 1973. Op-
tions become exercisable not less than six
months after date of grant.

February 29, 1972

5. Franchise income

During 1970, a franchise for $25,000 was
sold of which $10,000 and $2,467 was col-
lected In 1971 and 1972, respectively, and
$12,533 is being deferred until collection.

6. Discontinued operations

Included in the loss on discontinued opera-
tions are the 1971 net sales applicable to the
601 Modular Housing Division (operations be-
gan in 1971) of $73,915 which resulted in a
loss on operations of $152,675 plus a loss of
$40,017 from the sale of the division’s assets
Including the write-off of $95,638 unamor-
tized research and development costs less
applicable deferred ($56,418) and current
($37,582) federal income tax benefits.

/. Federal income tax

Deferred federal income tax was provided
for the excess of accelerated over straight-
line depreciation of new buildings and re-
search and development costs deferred in
1970 for financial statement purposes and
written-off for income tax purposes. All un-
amortized research and development costs
were written-off for financial statement pur-
poses in 1971 (Note 6). The gain on the sale
of such buildings sold and leased back in
1971 and other buildings sold and leased
back In 1972 and the applicable deferred
federal income tax are being amortized to in-
come over the twenty-five year life of the
leases. The Company accounts for the invest-
ment tax credit ($45,000 — $.03 per share
in 1972) on the flow through method.

3. Per share information

Common share amounts were determined
on the weighted average of such shares out-
standing. The dilutive effect of stock op-
tions was not material.

1/



Report of Certified Public Accountants

The Board of Directors
Pay 'N Pak Stores, Inc.

We have examined the accompanying
consolidated balance sheet of Pay °N
Pak Stores, Inc. at February 29,1972 and
the related consolidated statements of
income, stockholders” equity, and
changes in financial position for the year
then ended. Our examination was made
in accordance with generally accepted
auditing standards, and accordingly in-
cluded such tests of the accounting rec-
ords and such other auditing procedures
as we considered necessary in the cir-
cumstances. We have previously made a
similar examination of the financial
statements for the prior year.

In our opinion, the statements men-
tioned above present fairly the consoli-

18,

dated financial position of Pay ‘N Pak
Stores, Inc. at February 29, 1972 and
February 28, 1971 and the consolidated
results of operations and the consoli-
dated changes in financial position for
the years then ended, in conformity with
generally accepted accounting princi-
ples applied on a consistent basis during
the period.

Seattle, Washington
April 7, 1972



Five Year Growth Highlights

Year ended February 28 or 29

Revenues B .
Income before federaltax
Income from continuing operations

(Loss) from discontinued operations
Net income [

Average number of common shares

Per common share:
Net income from continuing operations
(Loss) from discontinued operations

Net income B

Cash dividends paid .~~~

Financial position at end of year:
Total assets —— e
Stockholders’ equity
Shares of common stock outstanding =
Net asset amount per share

Number of stores open
Number of states in which we operated

Square footage of stores.

1972

$30,927,898
$ 2,159,004
$ 1,147,472

$ 1,147,472
1,338,409

$ .86

% 86
$ 15

$16,623,308
$ 7,824,234
1,353,409
$5.78

40
3
584,380

Net income from continued
operations

1971

$21,806,396
$ 1,512,778

$ 785,272
$ (98,692)

$ 686,580
1,330,742

99
.07)

d
(
$ .92
i

$11,169,578
$ 6,610,448
1,330,909
$4.97

36
6
465,180

$18,096,799
$ 1,160,524
$ 559,154

$ 959,154
1,115,809

$ .50

$ .50
$ 10

$10,220,358
$ 6,122,564
1,330,509
$4.60

31
6
398,680

Stockholder’s equity

| $6,122,564

$15,511,445
$ 1,454,704
$ 740,890

$ 740,890
997,123

$ .74

$ .74
$ .125

$ 6,420,741
$ 2,435,429
962,109
$2.53

22
4
258,680

1970 1969 1968

$11,113.2F1
$ 1,153,771
$ 636,777

$ 636,777
1,010,911

$ .63

$ .63
$ 125

$ 2,027,493
1,010,909
$2.00

14
3
197,180
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