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HIGHLIGHTS OF THE YEAR

Net Sales

Earnings Before Taxes
Earnings After Taxes
Working Capital

Total Assets

Shareholders Equity

Per Common Share:
Earnings
Dividends
Working Capital

Shareholders Equity

Number of Employees

Shareholders

1961
$31,109,876
1,890,426
934,426
4,383,599
11,834,941
5,043,017

$ 093
10

5.04

% OF
INCREASE

8.7
9.2
317
10.7

123



LOWE'S COMPARNIES, INC., AND SUBSIDIARY COMPANIES

NET SALES (Millions of Dollars)

EARNINGS PER COMMON SHARE

5
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85
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TO OUR STOCKHOLDERS:

We are pleased to report another good year for Lowe's Companies,
Inc. During this fiscal year ending July 31, 1962, new highs
were attained in sales, earnings, financial strength, and market
penetration.

No greater tribute can be given the late Carl Buchan than that he
built an organization of young men, working as a team, able not
only to continue the operation of Lowe's, but to expand its influ-
ence and service to the public.

The fact that the Metropolitan Life Insurance Company has in-

creased its loan, giving Lowe's adequate capital to continue to

expand, is proof of the high regard and esteem that the present

management of Lowe's enjoys throughout the business and finan-
cial community.

In this connection | would like to call your
= ) attention to the results of the past five
President’'s Letter | . o e 1962
It is noteworthy that the expansion and
growth which has characterized Lowe's
since its incorporation is continuing.

Our objective for the future is to continue this growth and in-
crease your equity. In the coming fiscal year, we expect to bring
our stores to a higher level of sales and to expand into addi-
tional market areas, resulting in profit improvement.

The Board of Directors takes this opportunity to express its great
appreciation to our exceptionally loyal employees, to our sup-
pliers, and friends. With their continued support, plus the friend-
ship and help of our fine new family of stockholders, we expect
the fiscal year of 1963 to be the best year in the history of Lowe's.

"
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Chairman of the Board and President



EMPLOYEE RELATIONS

Une of the most important intangible assets of your
Company is the way in which the major portion of em-
ployees have a direct interest in the Company's success
through participation in the Profit Sharing Plan. Since the
Plan owns approximately 48% of the outstanding common
stock, the employees are in effect substantial partners in
the business. In addition to the incentive provided by this
ownership participation, an important portion of the direct
compensation of most of our employees and all of our
executives is based on their contribution to Lowe's suc-
cess' through various incentive compensation programs.

INSTITUTIONAL LOAN

In June, 1962, your Company concluded an agreement
with the Metropolitan Life Insurance Company which
should provide a sound and adequate base for the Com-
pany's planned expansion program over the next two
years. This agreement included an amendment to a previ-
ous loan which released to the Company $1,209,000 of
U. S. Treasury Bills formerly held as collateral by the
lender. The agreement also provides for an additional
amount of $700,000 to be available to the Company on a
stand-by basis through July 31, 1963, repayment to start
June 1, 1968. In addition, certain restrictive provisions re-

lating to additional long-term debt were amended to pro-
vide for future growth under terms which in the opinion of
management are most favorable to your Company.

LIFE INSURANCE CLAIMS

Shortly before the death of the former Company Presi-
dent, Mr. H. C. Buchan, Jr., the Company purchased sev-
eral insurance contracts on his life. Upon his death the
Company presented these contracts for payment.

The Security Life and Trust Company and The Life
Insurance Company of North America honored the terms
of their insurance contracts in a manner satisfactory to
the Company. However, eight of the companies, to wit:
Jefferson Standard Life Insurance Company, Pilot Life
Insurance Company, Liberty Life Insurance Company,
Mational Life Insurance Company, Canada Life Assurance
Company, Fidelity Mutual Life Insurance Company, North-
western Mutual Life Insurance Company, and Connecticut
Mutual Life Insurance Company, failed to so honor their
insurance contracts in a satisfactory manner and litiga-
tion ensued.

The cases covering these claims are now in the pre-
trial stage. Your Company has no way of estimating the
amount which may be received in final settlement. There-
fore, no part of the contested claims has been included
as an actual or contingent asset of your Company.

PURCHASING:

Lowe's purchasing is ecen-
tralized for quantity buying
power, efficient distribution
and control of inventory,
and maerimum turaover.
Each buyer iz a specialist
in his produet field,



. CENTRAL OFFICE OPERATIONS

COMMUNICATIONS: The Central office, all stores, and lumber yards arve conneoted by closed civenit teletypes

providing instantancens communication,
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LOWE'S EXPANSION PLANS & OUTLOOK

Lowe's is a leader in a distinct and specialized segment of
the discount retail revolution — lumber, residential build-
ing materials, and hard goods — which so far is not char-
acterized by oversaturation and destructive price compe-
tition. In fact, opportunities exist throughout America for
profitable new Lowe's stores,

Aggressive but balanced expansion is the foundation of
our policy of perpetuating and increasing profits. It is our
objective to make a contribution in the market place, by
providing trained personnel in modern low cost distribu-
tion facilities to offer quality products at Lowe's low
prices.

By balanced expansion we mean the establishment of
various sizes and types of stores based on the area’s re-
guirements, We mean the proper inventory quantities and
selection available for sale. And we mean the mainte-
nance of a satisfactory net return on sales.

During fiscal 1962 we established three new stores:
Shelby, North Carolina; Hagerstown, Maryland; and Nash-
ville, Tennessee. Stores were opened in Chattanooga, Ten-

LUMBER COMPANIES

nessee, and Hickory, North Carolina, in August, and plans
are being laid to open at least three more stores in the
coming year.

Your Company has a reservoir of trained manager poten-
tial for these new stores. These men are dedicated to
Lowe's philosophy of business, and understand that as a
manager they will have the authority to act, the responsi-
bility for achieving goals, and the accountability for bal-
anced performance.

Our outlook for fiscal 1963 indicates a substantial in-
crease in sales volume, and a satisfactory net return on
sales and investment, even after providing for the opening
expenses of the projected new stores.

Our goal is to make Lowe's the greatest company of its
type in the world. We have the intellectual capacity, the
moral integrity, the business knowhow, the courage and
the zest required to take the risks that must be faced in
a program of this caliber. We expect to be held account-
able for the successful accomplishment of our goals, and
are striving to make you proud of your company.

The Buehan Lumber Companics are wholly-owned subsidiaries of Lowe's Companies, Ine, They provide
about ene-thivd of enr lnmber requirements for slore inventory, and deliver orders sold by the stores
divectly to the job site for the buyer, In addition to the twe plants pictured, we have vecently aequived a
thivd plant. This is a Southern Pine Association planing mill and dry kiln, and ecan produce moldings,
framing, siding, and flooring., We have 38 sawmills under contrvact to provide us with rough lwmber,
and leases on hundveds of acres of standing timber to support owr lember operations.

#1, North Wilkesbore, N. C.
Produced 6,200,000 board feet of dressed dimension lumber.

22, Randleman, N, C.
Produeed 7,800,000 board feet of dressed dimensgion fumber,



332,716,338

$29,973,862
181,337
124,570
254,122
128,274
$30,662,165
$ 2,0541T
1,033,606

$ 1,020,565

$ 3,998,017
_ 1,020,565
$ 5,018,582

402,250




1962

$ 1,955,691
3,768,654
33,906
31,339
5,867,733

151
$11,732,835

1,261,329

51,297
51,101




1962

$ 4,446,869
90,046

189,639
854,774
14
$ 5,696,105

1,679,864

1,000,000
4816332
$ 5,661,332
$13,096,562




$32,716,336

$29,973,862
181,337
124,570

254,122
128,274

530,662,165

$ 2,054,171
1,033,606
$ 1,020,565




NOTES TO FINANCIAL STATEMENTS

Note 1 — Data on Subsidiaries:

The consclidated financial statements include the accounts of
all subsidiaries, all of which are whally-owned. During the year the
Company organized five new subsidiaries, Three of the subsidiaries,
located at Shelby, North Carolina; Hagerstown, Maryland; and
MNashville, Tennessee, were operating stores at the end of the fiscal
year. Two of the subsidiaries, located at Chattanooga, Tennesses;
and Hickory, North Carolina, were scheduled to begin operations in
August 1962,

MNote 2 — Cash Value of Life Insurance:

The $51,101 shown on the balance sheet as cash value of life in-
surance represents premiums paid on policies covering the life of
Mr. H. C. Buchan, Jr,, former president. The policies had been in
effect for less than two years prior to the death of Mr. Buchan on
October 22, 1960, and the insurance companies have withheld pay-
ment. Action has been instituted by Lowe's for recovery of $1,617,-
202, the face amount of the policies.

Mote 3 — Long Term Debt:

The Company's long-term debt is summarized as follows:

Unsecured 6% notes payable to a life insurance company in the
amount of $1,170,000 representing the balance due under an agree-
ment entered into on October 13, 1960 when a loan of $1,500,000 was
effected. The loan is payable in annual installments of $150,000
beginning September 1, 1963. Among other conditions the loan
agreement places certain requirements on net current assets to be
maintained, limits other borrowings and places certain restrictions
on payment of cash dividends,

41%9% debenture bonds in the aggregate amount of $228,3%4
maturing annually to 1967 at the rate of $34,773.

Various notes in the aggregate amount of $371,516 incurred in
the purchase of and secured by real estate. All notes mature in
menthly installments. The final payments are due in 1969.

Mote 4 — Commitments and Contingent Liabilities:

On June 16, 1951 the Company purchased from the estate of H. C.
Buchan, Jr. 50,000 shares of its common stock and issued in pay-

ment for this steck a non-interest bearing note in the amount of
$700,000. This note was not recorded in the accounts of the Com-
pany since it is payable only out of the proceeds of certain life
insurance policies referred to in Note 2 on the life of Mr. Buchan.
The balance due on this note at July 31, 1962 and payable only upon
the cellection of such insurance policies is $378,082,

Lowe's Companies, Inc. and its subsidiary companies have seven
rental leases expiring more than three years after July 31, 1962,
with aggregate minimum annual rentals of approximately $72,000.
MNone of the leases extend beyond 1969 except by option of the
Company.

The Company and subsidiaries have sundry claims and litigations
pending against them, In the opinion of counsel and management
these items will not result in consequences materially adverse to
the Company.

Note 5 — Employees' Stock Option Plan:

Under the stock option plan approved by the stockholders in July
1961, 65,000 shares of the Company's commaon stock are reserved for
the granting of options at 95% of market value at date of grant.
Options were granted during this fiscal year to 23 officers and key
employees for 60,750 shares, The options are exercisable at the rate
of 20% per year beginning January 1, 1963,

Note 8 — Employees' Profit Sharing Plan:

There is in effect a qualified non-contributory profit sharing plan
established in June 1957. The Company generally contributes to the
plan the maximum amount allowed under the Intermal Revenue
Code, that is, 15% of the aggregate annual compensation paid to
participating employees. The trust created by the plan is the Com-
pany's largest stockholder.

Note 7 — Reclassifications:

Certain items on the earnings statement have been reclassified
from previously published statements for the purposes of compari-
son with no effect on the net results.

The Board of Directors
Lowe's Companies, Inc.

We have examined the consolidated balance sheet of Lowe's Companies, Inc., and subsidiary companies at July

31, 1962 and the related statements of consolidated earnings and retained earnings 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 procedures as we considered necessary in the circumstances.

In our opinion the accompanying balance sheet and statement of earnings and retained earnings present fairly
the consolidated financial position of Lowe's Companies, Inc., and subsidiary companies at July 31, 1962 and the con-
solidated results of their operations for the year then ended, in conformity with generally accepted accounting princi-
ples applied on a basis consistent with that of the preceding year.

SMITH & GRISETTE

Certified Public Accountants

Lenair, North Carolina
September 7, 1962
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A supermarket for building materials, lumber,
hardware and appliances. Modern one-stop shopping for home
builders and home owners.

Warehouse: 40,000 sq. ft. RAILROAD SIDING

Sales Area: 6,000 sq. ft. EOR 1 DARS

Parking Area: 50,000 sq. ft. ‘_g‘ -

Lumber Storage: 150,000 bd. ft. L

Rail Siding Length: 7 cars = FIBER PIPE
Total Area: 3%z acres '




Viee Mayor George Melnturff cuts the ribbon at Lowe's
Grand Opening in Chattancoge, Tenncssee on August 2

1962,

One hour later, and for three solid days, your new store

was thronged with people, in an enthusiastic responge and
weleome to Lowe's Low Prices.

Charles Jennings, manager of the Chat-
tanooga store, gives personal attention to
a home freezer progpect. Lowe's volume
is in millions, but sales are made one at
a time.
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LOWE'S IN ACTION . ..

Sales Promotion

ENTHUSIASM
Pictured here i a growp of Lowe's
eracker-jock sales foree at a reeont sales
meeting showing the enthusiosm which
builds a company.
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Executive Vice-President Petro Kulynyeh talks on Teamwork
at a Sales Rally of Lowe's store managers and salesmen,

OPPORTUN|TIE§

witw dopies =

UNLIMITED
Lrips sl

Sales V.P. Johnny Walker tells
of epportunitics in the home
building business of a series of
“Builder's Bavbecues™, aponsored

by Lowe's in each area we serve.
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OFFICERS AND DIRECTORS
LOWE'S COMPANIES INC.

Edwin Duncan, Sr. Petro Kulynych John A. Walker William H. McElwee

President Executive Vice President Vice President, Sales Vice President

Chairman of the Board Chairman, Executive Commitles Member, Executive Committes General Counsel
Directar Director Director

President, Morthwestern Bank,

MNorth Wilkesboro, N, C. President, Forest Furniture Co.,

North Wilkesboro, N. C.

Leonard G. Herring 1. ¥. Reinhardt Robert L. Strickland Gordon E. Cadwgan
Secretary-Treasuper Director of Operations Director of Marketing Director
. - . M sculi it i .
Member, Execulive Committes ember, Execulive Committee I'-!_ember. Executive Committes Partnar. G. H. Walkar & Company,
Director Director Director :
Providence, R. 1.
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