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WHERE WE ARE

Store Locations

MNorth Wilkesboro, N. C.
Sparta, N. C.
Asheaville, N. C.
Asheboro, N. C.
Charlatte, N. C.
Durham, N. C.
Winston-Salem, N. C.
Roanoke, Va,
Greensbore, N. C.
Raleigh, N. C.
Knoxville, Tenn.
Qak Hill, W. Va.
Richmond, Va.
Staunton, Va,
Bristol, Tenn.
Shelby, N. C.
Hagerstown, Md.
Mashville, Tenn.
Chattanooga, Tenn.
Hickory, M. C.
Huntington, W. Va.
Princeton, W. Va.
Kingsport, Tenn.
MNorfolk, Va.
Wilmington, Del.
Woodbridge, Va.
MNewport News, Va.
Suffolk, Va.
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MORTH CAROLINA

Charlottesville, Va. Whiteville, N. C. Charleston, S. C. Hendersonville, N, C. Manning, 5. C.
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Anderson, S, C. Charleston, W. Va. Vienna, Va. Rockingham, N. C. Frankfort, Ky.
Columbia, 5. C. Salisbury, Md. Wilmington, N. C, Waynasville, N. C. Blytheville, Ark.
Myrtle Beach, 8. C. Greenville, 5. C. Boone, N. C. Wilson, N. C. Hopewell, Va.
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TO OUR STOCKHOLDERS

Edwin Duncan

Prasident
Chairman of the Board

Dividends: During this fiscal year, the cash dividends paid to stockholders
totalled $755,686, up from $660,771 paid in fiscal 1967, and the seventh
consecutive annual increase in dividend payout.

Financial Comments: Your attention is invited to the improved financial
strength of Lowe's. As shown on the Consolidated Balance Sheet on

pages 18 and 19, Net Worth increased from $13,959,092 to $17,022,003,
The ratio of Current Assets to Current Liabilities is 1.92 to 1, indicating
that liquidity is being maintained during this period of rapid expansion of
sales and stores,

Growth: A record nine new stores were opened in fiscal 1968, and all
start-up costs and operating expenses incident to these openings have been
included in Total Expenses listed in the 1968 Income Statement on page 17.

The new Lowe's stores are located in Lumberton, North Carolina;
Anderson, Columbia, Myrtle Beach, Manning, and Sumter, South
Carolina; Frankfort, Kentucky; Hopewell, Virginia; and our first store
west of the Mississippi—Blytheville, Arkansas.

We remain dedicated to continued geographical expansion of our stores in
the future, It is the surest way to maintain the growth performance of
Lowe's. It gives added opportunites for sales in new markets, and
simultaneously provides the men and women of Lowe’s with opportunities
for advancement in their personal careers with the company.

A Note of Appreciation: We acknowledge with thanks the continued
motivation, skill, and hard work of our people at Lowe's. This support,
along with that of our customers, our suppliers, and our stockholders; and
also the achievements of this year, give management even greater
confidence in the future growth and prosperity of Lowe's.




A FINANCIAL REVIEW

Leonard G. Herring

Soecretary-Treasurer. Membar
Executive Committes, Director

Credit Policy and Accounts Receivable:
Our stores offer eredit terms in both major
areas of our business. Retail purchases of
consumer goods may be charged ona
Lowe's credit card. This is a revolving
charge accpunt like those offered at most
department stores. These installment sales
contracts are sold daily to a finance
company, and from a cash flow standpoint
are the same as cash sales to Lowe's,

About 709, of total sales are made to
builders, contractors, and other professional
buyers on credit terms of 30, 60, and 90
days, This 70%, figure has not fluctuated substantially
during the past few years. The average age of accounts
receivable on our books varies from 40 to 60 days,
depending on the season, since home building work
completion and loan closing takes longer in the winter
months than in summer, Losses from bad debts have been
approximately 14 of 19, of sales in recent years,

Store Office Management: Responsibility for day to day
administration of credit policies, and maintenance of
accounts receivable is delegated to the Office and Credit
Manager at each Lowe’s store. These men and women,
with an average of 414 vears of Lowe's service, make the
necessary dailv decisions on credit and general office
management. They are guided by one of Lowe's four staff
auditors whose visits provide weekly contact between
Lowe's store offices and top staff supervision. They

are aided by their well trained, financially oriented
office workers who provide a ready source for

future office managers.

Finances: In recent vears working capital requirements
for expansion of store operations has been financed
generally by retained earnings. Occasionally, seasonal
working capital is needed, and iz secured from local
hankirg sources. Funded debt has been used to finance
land and improvements for new facilities where land is
purchased and the building constructed. This, of course, is
not necessary where an existing facility is leased. During
the year ending July 31, 1968, no outside funded debt
was acquired except for a long term note in the amount
of $400,000, placed for a portion of the purchase price

of three new store operations. The amount of funds
expended for real estate was substantially less in fiscal
1968 than during the past few years and less than the
amount anticipated for fiscal 1969. At the present time
Lowe's has obligated $650,000 for construction of new
store facilities, and it is believed that this amount may
reach $1,500,000 prior to the end of fiscal 1969. Lowe’s
will secure long term debt financing for this purpose. We
do not anticipate the need for additional funded debt

for working capital during the next few
months.

On this point, we feel it noteworthy that
although the company has tripled its
sales since 1961, it has not been necessary
to finance this growth with the issuance
of warrants, convertible debentures, or
other devices which would dilute future
parnings. Thus we have reserved for
shareholders during this period the full
effect of the growth of our earnings,
which have almost quadrupled since
1961,

Taxes: The surtax on Federal income tax has decreased
Lowe’s earnings after tax in fiscal 1968 by approximately
11¢ per share. Since the surtax was in effect for just one
half of 1968, and will probably be in effect for all of fiscal
1969, it will have twice the relative impact on per share
earnings. Also, other taxes including county, city, and
state, have been rising constantly through increased
rates, re-evaluation, and municipal annexations. These
trends present additional challenges to Lowe's effort to
maintain and improve operating ratios.

Stockholder Composition: Lowe's made its initial
public offering of stock in October, 1961, of 410,000
shares at $12.25 per share. Adjusted for the 1007,

stock dividend in May, 1966, the initial offering price
would be equivalent to $6.1214 per share. Lowe's has
1976 stockholders of record, and this has remained
relatively constant. Also there are 500 to 600 additional
shareholders in accounts held by brokerage firms,
nominees and others. Lowe’s Companies Employees’
Profit-Sharing Plan and Trust owns approximately 467
of the outstanding stock, and many employees also own
stock individually. The proportion of stock ownership in
institutional hands has increased along with the
investment stature of Lowe’s stock. There are 8
institutions with significant holdings, and others

in a nominee status,

Dividend Policy: Lowe's began a cash dividend policy in
1961, just prior to the public offering of Lowe’s common
stock. The cash payout has been increased each year.
Management believes that as long as Lowe's can return
more than 209, per vear on stockholders' equity, as has
been done for 12 of the last 13 years, that it is in

the specific best interests of the stockholders to retain
the major portion of earnings in the company for
expansion and growth, allowing stockholders to enjoy
maximum participation in this high rate of return.



PURCHASING TRENDS and EXPANSION PLANS

Petro Kulynych

Exmcutive Wics Prasident, Chalrman,
Exsculive Commitles. Direclar

Inventory Trends: Lowe’s ended fiscal 1968
with an inventory of $12,475,035, up almost
3 million from the previous year. This
increase was dictated by the sales increase
in both new and existing stores. The price
increases discussed below also affected
inventory values, and would have had more
effect, had we not been successful in our
efforts to improve turnover and shorten
replenishment lead time.

Lowe's is a business of heavy and bulky
commodities to the greatest extent.
Research is constantly being done on
methods of improving transportation and packaging so
that we can distribute these products to a 10-state area at
lowest cost, and vet with the greatest speed to maintain
our inventory turnovers,

Continuing evaluation of inventory is a must at Lowe's,
as it is not economically feasible to inventory items that
require special handling and are not good sellers in
most locations. We have actually reduced the number of
stock items in 1968, enabling us to have more depth

in other products, Management through the use of the
computer has instituted a system to flag slow-turning
items each month so that no dead inventory
accumulates in warehouse corners,

Probahbly the most significant trend in Lowe's inventory
management has been that of planning and forecasting
our needs further in advance than ever before. Almost
without exception, each recent vear of growth has seen
availability of materials become scarcer at the height
of the selling seasons, and shipping schedules

become extended,

By forecasting and arranging for our needs with our
suppliers as far as a year in advance, we have been able

to improve merchandise availability at the point of sale at
the time we want it. For some extremely seasonal items,
we have utilized public warehouses for storage and
distribution, and have been able to take advantage of
manufacturers’ “Off Season’ pricing which enables

them to ship in quantity directly off their

assembly lines.

Price Trends: The fiscal yvear 1968 was a period of
constant price increases in building materials. For
example, in July, 1967, an eight foot 2 x 4 stud cost
£62.00 per thousand board feet F.0.B. the mill on the
West Coast: in July, 1968, this product cost $90.00.
This is an extreme example, but all wood products asa
group led the trend to higher prices. Metal product
prices have increased, and with the actual and potential
higher labor costs, we believe this trend will continue,
Therefore, we forecast that our inventory replacement
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costs will continue to increase during
fiscal 1969, Your management will be very
much aware of any potential slowdown

in home construction, in order to maintain
a balanced inventory in relation fo sales,
and dampen the effects of price decreases
on our inventory.

Supplier Relations: Among Lowe's assets
not shown on the balance sheet are the
manufacturers of the merchandise we sell.
Included among them are some of the
best known names in American industry.
Our business relationship with some of
them dates back to 1946,

However, our zales growth from a local to a regional and
semi-national company has made it more difficult to
maintain an adequate inventory at all times at the right
price. Geographical franchises, limited production
capacity, rising cost-price structures, and unmet
commitments are just some of the factors that cause
supplier evolution at Lowe’s.

In the attempt to maintain the highest level of mutual
confidence and cooperation, we have increased our visits
with manufacturers., Our buyers call on them, to

inspect production and shipping facilities, discuss mutual
problems, and establish the rapport needed to handle
outside influences, such as strikes, unusual climatic
conditions, unusual price fluctuations, etc., with the

least detriment to Lowe's.

Store Expansion: Contingent upon national market
conditions remaining conducive to financially sound

and balanced growth, we are projecting a new store growth
rate, which will, along with increased market

penetration by present stores, help us maintain our

209 return on stockholders’ equity.

Besides present areas, we intend to grow concentrically
through Ohio, Kentucky, Arkansas, Georgia, Florida,
Alabama, Mississippi, and Louisiana, as market surveys
turn up promising sites. This program will yield

% to 10 new stores in 1969,



AN OPERATIONS REVIEW

Joe V. Reinhardt

Diractor of Oparations. Mombar,
Executive Commitles. Director

Data Processing: Since 1956, Lowe’s has
continued to broaden and improve its
management controls through the use of
computers. An IBM 360 system has
been installed and all applications of this
system are operating very satisfactorily,
The new system gives us increased
processing speed, and capacity to expand
to 150 stores.

Our information flow begins at the point
of sales with the automated sales ticket.
A combination of IBM #402 computers
and #526 key and summary punch
machines have been placed in most Lowe's stores so

that our automated point of sale recording has been
expanded to 709, of total sales. In most Lowe’s stores, the
salesmen do not write sales tickets, but select pre-punched
cards from a tub file for each item which is sold. The

402 computer in the store extends and totals, adds

sales tax and prints the sales ticket. This gives the
customer a legible itemized purchase record, and

also serves as an accurate load sheet for the
warehousemen. At the time the sales ticket is printed,
information is being created to be forwarded to Lowe's
Data Processing Center for updating of inventory control
records. This has increased the accuracy of our

perpetual inventory and has helped reduce our inventory
shortages to a significantly low two-tenths of

one per cent of sales,

Reports showing the performance and profit generated
by merchandise item, by salesman, and by store are
produced on a weekly basis. Weekly and monthly profit
and loss statements are prepared, spotlighting any
weaknesses in store operations. Sales forecasts by item, by
salesman, and by store are prepared on a monthly

and annual basis for budgeting. All company-owned
vehicles can be supervised from the weekly vehicle report
prepared by the data processing department. Cost per
mile, total dollars delivered, and operational

efficiency for each different type of equipment, and other
vital information is provided by this report.

Our data processing department is now making a
feasibility study of transmitting data control input
information from our stores to the General Office
instantaneously by closed circuit teletyvpe. Thus, sales
ticket extensions, inventory updating, and accounts
receivable posting would take place at the same time the
sale is made, This new transmission control system
would be supervised by a free-standing computer, which
would also process all other intra-company

teletype messages.

Store Construction: A standard format has been evolved

for layout and design of new Lowe's stores
which we build. The Columbia, South
Carolina, store pictured on pages 12 and
13 i= typical of this new format. An ideal
site for a Lowe's store consists of four
acres of land served by highway, street,
and railroad. This land area is adequate
for paved parking, outside storage, and
a 40,000 to 50,000 square foot building
which includes air-conditioned display
floor, storage warehouse, loading and
receiving docks, and specialized

storage for lumber.

New store construction of this type is in process in
Cumberland, Maryland, and Augusta, Georgia, with
occupancy slated for October and November of 1968, A
new store will be started in Morristown, Tennessee,

by December, 1968,

Continuing our store modernization and improvement
policy, three older Lowe's stores: Knoxville, Tennessee;
Charleston, South Carolina; and Huntington, West
Virginia, are being rebuilt for more sales and

better customer service,

Warehousing: The warehousing accounting responsibility
at Lowe's was measured in hundreds of millions of
dollars in 1968, since merchandise was first received, then
loaded on customer trucks or delivered on Lowe's

trucks. Also, approximately 309, of merchandise sold
was first received from suppliers into our central
concentration warehouse in North Wilkesboro, then
reloaded into individual shipments to stores based on
sales needs. This central system has been so efficient

that plans are being laid to double its present shipping
capacity of 2,500,000 pounds per week,

Besides receiving and delivery, each Lowe's warehouse
manager is responsible for the functions of storage,
efficient operations, customer service, and inventory
security. Four warehouse supervisors provide continual
evaluation and improvement of material-handling
methods, and weekly liaison with staff management.
Lowe's 53 warehouse managers average six yvears of
company service and experience.



A MARKETING REVIEW

Robert L. Strickland

Director of Marketing. Membar,
Exscutive Committes, Directar

There were five principal factors in
marketing at Lowe’s in 1968: The basic
decision, produect line refinement, research,
advertising, and merchandising planning
leadership.

The Basic Decision: For a retail company
dedicated to growth, one marketing
question overshadows all others. Since the
same investment dollars can't go to two
areas simultaneously, can we grow best by
geographical expansion of our stores, or
by adding major new product lines to our
present stores? We have tried both, and
we remain committed to store expansion as being the
most productive use of our growth investment funds, The
opportunities that exist for new Lowe's stores throughout
North America, and our success with this poliey, add
confidence to this basic marketing decision.

Product Line Refinement: However, the merchandise
picture at Lowe's is far from static. Products, like
organisms, have life eycles, and it is necessary to
continually add new merchandise selections to our product
line, and drop those whose sales pace slows down. Our
product sales managers, pictured on page 10, have this
responsibility and they are aided by a staff of purchasing
specialists. Our computer identifies the products which
are selling slowly. Merchandise shows, manufacturers’
salesmen, surveys, and their basic market judgment help
them pick the hot new sellers.

This merchandise evolution, long a way of life in our
lines of consumer goods, is quickening noticeably in pace
in our professional lines of building materials. Home
builders are reflecting the wishes of home buvers and
becoming increasingly style and fashion conscious.

Research: Our marketing concepts require us to think
first of the needs and desires of our customers, rather than
our own. Various types of research are therefore necessary
to determine our customers’ wants, and to insure Lowe's
continued success and future growth. Our research efforts
take varied forms. We do not overlook the basic grass
roots approach — listening to 7,000 buying customers per
day, and deciding in conjunction with line and staff
specialists, how we can meet customer needs in a manner
satisfactory to them, and profitable to Lowe's. We have
inaugurated systematic in-depth surveys of public
attitudes about Lowe's, designed to register various levels
of awareness of, and preference for Lowe's, segmented

by age, sex, and product grouping in each store's market
area. Another more specialized research project is being
undertaken in the rather obscure area of advertising copy
research, wherein we will attempt to identifv and rank

in order of importance, the significant facts which cause
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buying decisions, and express them in
clear convincing English, for each product
we stock. Market research on prospective
expansion locations receives individual
attention from Lowe's staff management in
the area of each man’'s respective specialty.

Advertising: We believe that Marshall
McLuhan's thought that “the medium is
the message,” is largely correct, and
particularly true of institutional
advertising. We also believe that creative
produet advertising done with flair and
impact is simultaneously the most
productive use of advertising funds, and the best possible
institutional advertising. So Lowe's has inaugurated a
multi-media approach to advertising in 1968, designed to
zell more merchandise, and to create a more favorable
and more accurate public image of Lowe's as a company
of growing importance. This means a regular balanced
advertising effort in each of the major media, coordinated
to enhance their incremental impact.

Television is, of course, more than an advertising medium.
It has become a constant companion to the American
public, entertaining or boring, but always informing. In
1968, Lowe’s began to bring the electronic excitement of
this “now" medium to our advertising and merchandising
efforts, and the results have been significant. We have
found that on TV, we can combine the best quality
features of national advertisements with the sales-getting
impact of local advertisements. And the television medium
is instrumental in our merchandising planning.

Merchandising Planning Leadership: We use the phrase
“leadership” here to remind ourselves that Lowe’s must
lead our suppliers in product selection, features, design,
and pricing. We are the retail marketers, and it is our job
to interpret our customers' needs and wants foreefully

to manufacturers, most of whom are one to two steps
removed from the retail firing line,

This leadership responsibility also involves seeking out
unsuspected merchandise sales opportunities for Lowe's,
such as electric guitars and amplifiers.

But in 1968, we have launched an effort in merchandising
planning leadership which is bringing dramatic sales
increases. The three-fold approach includes: Merchandise
with a Lowe's-owned trademark, endorsed by a national
personality, and advertised on television. The pilot project
with Arthur Smith, multi-talented musician and TV
personality, led to further successes with Richard Petty
and Roman Gabriel, pictured on the next page.

This program will continue, with the ohjective of an
ever-wider consumer franchise being earned and
owned by Lowe's,
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“Pro’s Shop Lowe's"—for Touchdown
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Ten million tabloid circulars were
distributed in Lowe's market area in 1965.

A mailer to contractors, featuring Lowe's
senior Purchasing Agents, Richard Hauser,
Boyce Davis, Ed Rizoti, and Clyde Brown,
and our Director of Purchasing Robert
Black, in a pose instantly recognizable . s
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CREDIT CARD

Richard Petty, stock car racings most
popular super star, inspecting Lowe's riding
mower line, prior to filming a TV spot
telling how to "Be a Winner at Lowe's".

Lowe's credit cards offer the convenience
of revolving charge accounts to customers
in each Lowe's store.

Lowe's Buyers' Guide Catalog is a unique annual publication. It is a comprehensive presentation of our merchandise, distributed each
spring by selected mailings, and given to customers on our sales floors. It serves as a product reference book and sales training manual,
besides its business-getting characteristics. The 1968 version contained 100 pages, and is available on request.



WE SELL MERCHANDISE
For Home Construction

BUILDING MATERIALS

Building materials, perennially the leading

category of merchandise at Lowe's, accounted for

519%, of our 1968 zales volume, Once a relatively staid,
short line of staples, Lowe's line now includes the
following product groupings.

Staple Commodities: This group is characterized by the
need for large inventory investment and competitive
pricing. It includes nails, asphalt roofing products;
insulation materials, both fiberglass and polyethylene;
“bag goods" — the different types of cement, mortar mix,
and plaster; and thirty stvles of brick for special

order job — site delivery.

Structural Panels: Similar in marketing requirements to
other staple commodities is this group of rectangular
structural panels: Tileboard, hardboard, interior wall
gypsum board, exterior wall sheathing of gypsum

and impregnated fiber, and the various types of plywood.
The ever-growing sales of plywood at Lowe's and its
price volatility, are two reasons why we pay daily
attention to this commodity.

Components: As labor costs rise, products that decrease
on-the-job manhours become necessary to cost-conscious
builders, We stock Lemco's factory pre-built aluminum
windows, sliding doors, folding stairways, and we are
establishing shops in our stores to custom-assemble
complete door and window units of wood for our
customers, Other labor-saving products are pre-primed
or completely painted shutters, guttering, siding,

and windows,

Styling and Finishing Products: Products in this group
bring personality, flair, and architectural interest to

the home. Many of them become “permanent furniture”,
and color, variety, and good style are of utmost
importance, since these products are often specified or
selected by the lady of the house. Lowe's line includes
Armstrong flooring; Gold Bond ceilings; a colorful paint
selection; Provincial and Early American kitchen
cabinets; Colonial-styled mantels, louvered shutters,
entrance frames, and porch columns; 35 exterior door
designs; and all popular window and interior door styles,

Specialty Items: This product group includes Locke's
popular iron porch railings, cedar lining for moth-proof
closets, field fence, barbed wire, and Alcoa aluminum
roofing for the farm trade. Each Lowe's store has a special
order catalog for non-stock merchandise which is four
feet wide and provides ready source information for
50,000 products.

New Standards: T'wo of the most exciting sales successes
at Lowe’s are being charted by two relatively new
products at Lowe's — wall paneling, and wall-to-wall
carpeting.

The new paneling, not the individual boards of pine

or oak, but the new pre-finished hardwood veneer 4' by 8
panels on a plywood base, is revolutionizing the
industry. Now paneling, once a luxury, may very well

be replacing plaster and gypsum board as the “new
standard” interior wall. The reasons are two-fold: beauty,
and low cost. In wood veneer, or the new vinyl-clad
process, the classic wood grain beauty of walnut, cherry,
oak and rosewood is available in uniform quality. And
the Lowe, low price of our best selling San Juan
mahogany paneling, 10¢ per square foot, is less than

the cost of a paint job in many areas.

The fast growing acceptance of carpeting as the “new
standard” flooring material in homes, schools, and offices
comes as no surprise to Lowe's. For five yvears we have
seen our sales grow with Trend, Ozite, and Dan River
carpeting. Gleaming oak floors, once a prized status
symbol, have lost ground steadily, first to tile and
linoleum, now to carpeting. Carpet is now competing
strongly for kitchen and bath floors, even porches

and terraces, as new developments in man-made fibers
continue, Carpet's basic characteristies — color, warmth,
quietness, and soft luxury — project continued growth
for this product.



LUMBER

Rezponding to Lowe's innovations, one of the oldest
construction materials in the world continues to be one

of the fastest growing commodity groups we sell, 2297 of
1968 gales, We have taken the mess and the guess out of
lumber buying and selling. At Lowe's, each piece of
framing, each board, and each moulding has an IBM data
control number, clean, labelled storage bin areas,

displays in air-conditioned showrooms, a forecasted sales
rate, and a competitive selling price. Our lumber

concentration vards feature ample storage, rail sidings,
specialized equipment and modern lumber men.

Local lumber mills provide a portion of our stores’ lumber
requirements. One of these is the Buchan Lumber
Company of North Wilkesboro, North Carolina, a
wholly-owned subsidiary of Lowe's Companies, Inc.

It is a planing mill and dry kiln and produces framing
lumber, mouldings, and siding for the Lowe's stores

in its market area.

But the greatest portion of our lumber sales needs are
bought from the West Coast and Canada. To provide a
constant flow and short lead times, rail carloads of
Western White Spruce, White Fir, Hemlock, and
Lodgepole Pine are rolling eastward to Lowe's, every day
of the vear, to be diverted to final store destinations by
the Purchasing Department based on sales needs. Also,
bulk West Coast lumber shipments are scheduled to East
Coast ports via ocean cargo vessels to cut freight costs.

BUILDING HARDWARE

This product group, now 77, of annual sales, includes
electrical, heating, and plumbing supplies, besides

the normal hardware items of locks, hinges, and closet
rods, These essential elements of new home building

are installed, and often merchandised by, sub-contractors
and licensed mechanics. Few homeowners can tackle a
plumbing or wiring job. Building codes, interpretations,
trade habits, and a shortage of qualified trainees in certain
areas, make innovation and progress slow.

Lowe's objectives in this area are three-fold: First, we
provide one-stop shopping for home builders by stocking a
basie selection of this merchandise at attractive prices:
Bath fixtures, pipe and fittings, electric cable, and furnaces,

Secondly, we develop and promote products that reduce
the need for skilled installation labor. A prime example

is our pre-fabricated home heating system including
galvanized ducting, registers, grills, and controls. This
package is now purchased with 659, of our central heating
units. Another established seller at Lowe's is our line of
pumps pre-mounted with the tank — a home water system.

Thirdly, we are making a strong effort on the products
which are suitable for the do-it-vourself market. Among
these are decorative light fixtures, vanity cabinets, shower
doors and tub enclosures, cabinet hardware, styled door
hardware, and deluxe colored sinks. We are helped in this
effort by current trends toward more style and color.



WE SELL MERCHANDISE
For Home Enjoyment

Lowe's Product Sales Managers

il
Micheal Brown

Emmett Dugger

HOME APPLIANCES

Our major appliance sales continue to grow in
significance, accounting for approximately 89 of our
retail volume in 1968, Our building material business
gives us a natural opportunity for built-in kitchen
appliances and water heaters, and our principal suppliers
of this equipment — Hotpoint, Modern Maid, and

State Stove — help us make the continued strong sales
effort necessary to serve this market successfully,

However, the homeowner, rather than the builder, is the
customer for refrigerators, washers, and drvers, and
different merchandising techniques are required.
Therefore, each Lowe's store has a major appliance sales
department with its own sales quotas, display areas, and
incentive compensation for the sales personnel.

Appliance manufacturers continue to improve their
products’ features and value. Many new ranges have
ovens which are self-cleaning simply by turning the
temperature so high that dirt and grease is oxidized
away. Insulation makes this possible, and “thin wall”
insulation for refrigerators and freezers allows a fourteen
cubie foot capacity model to fit in the space of an eight.

A lower-priced compressor has lowered air conditioner
retail prices to $99.00 for a bedroom model. Refrigerators
on wheels, automatic ice makers, large capacity home
laundry units and dishwashers, and color, color, color, are
stimulating appliance sales at Lowe's.



HOUSE & YARD PRODUCTS

Here's a kaleidoscope of merchandise, 7%, of Lowe's
sales, designed both to help create leisure, and to aid in
its enjoyment. Ladies shop Lowe's for small appliance
values, in established good sellers like steam irons,
toasters, and percolators; and also for new luxury items
such as blenders and ice crushers,

The area of personal care is expanding rapidly. We sell
hair curling outfits, zalon-style hair dryers, massagers,
manicure kits, clothes brushes, shoe polishers, even sonic
denture cleaners — all electrically operated.

Moving from the home to the lawn, Lowe's has
merchandise for every member of the family. Children
enjoy our gym sets and swimming pool selection, but most
particularly our wheel goods. We emphasize bicyele sales
strongly, and maintain a wide variety of styles,
particularly the new look multi-speed sports bikes.

Two other categories of merchandise warrant special
mention, First is power lawn equipment. We have
specialized in lawn mowers, riding mowers, and garden
tillers for ten vears of growing sales penetration. Allied
to the desire for lovelier lawns is the success of our
recent sales efforts in fencing. Redwood basket weave
fence panels, and Western Red Cedar in rustic split
rail, and stockade styles, are increasingly popular

with our customers.

HOME ENTERTAINMENT

The growth of the leisure market, the fantastic new
achievements of electronics’ modern miracles, the renewed
emphasis on the home as the family fun center — all

these continue to ereate dramatic new sales opportunities
for Lowe's in home entertainment products, now

59, of retail sales volume.

Color television is the unchallenged sales leader. New
sizes for varying purposes — 107, 14" and 18" portables —
at new attractive price levels, have stimulated sales
volume. We sell a G.E. color portable for $1838.00, a
Zenith color table model for $348.00, and an RCA color
console for $388.00.

A tiny cartridge called “cassette” by North American
Phillips who developed it is making rapid headway as the
all-purpose tape recording system. No larger than a

pack of cigarettes, and resembling Eastman's
“Instamatic” film in concept, it can record and play

back up to two hours of speech and music. It may
eventually replace LP albums, 4 and 8 track stereo

tapes, most reel to reel tapes, and expensive office
dictating equipment.

Acoustic and electric guitars, electric amplifiers, and
chord organs have joined tape recorders, stereo record
players, walkie-talkies, intercoms, and a wide line of
radios as established sellers in the Home Entertainment
Centers at each Lowe's store.

1



SALES

John A. Walker

Vice Presidant, Sales. Membaer,
Executive Committes. Director

We now have the “base” for continued
growth and development of the company
in future years, We now stand upon a
$17,000,000 net worth, 53 functioning and
profitably operating stores, a substantial
sales increase of $21,000,000, 2997, over the
previous fiscal year, and we have access

to additional long-term funds for continued
store expansion when needed. We are
hiring and training additional people to
operate the projected new stores, and men
to sell the merchandise. Our business

is in balance and surging ahead.

We employ 279 salesmen and 17 salesmen trainees.

These men average three vears with the company, and are
31 years of age. Seventy-eight per cent of our salesmen
are on a strictly commission basis and earn $7,240

per year plus profit-sharing of 15%,. They are young,
aggressive, and recognize the opportunity for growth and
development into managers within the company.

The store manager is the key executive in the field.

Of our 53 managers presently employed, nine started as
warchouse employees, four as office employees, three from
the general office, seven from outside sources, and the
remaining thirty were employed as salesman trainees; all
have earned their way to management assignments. So the
store manager, trained and promoted from within the
company, knows his job. He has a single responsibility —
that of achieving his store's budgeted net after tax in
dollars and per cent to sales. He has complete authority
over his total store operation, including hiring and firing,
pricing, credit authority, and is the business and social
leader within the store and the local housing industry.

You have seen examples of our marketing programs,

The store must and does undertake to implement the
many and varied promotions from point-of-sale to the
professional buyer and retail customer, The merchandise
is physically inventoried at store level in depth to
support our marketing plans and advertising promotions,

At the store level, your company’s success is predicated
to high degree upon two types of incentives. The first

is monetary: Incentives for managers to increase their
performance in the form of money, incentives to salesmen
to sell specialized products and earn more money,
incentives to warehousemen and office employees

to reduce cost and improve services with more

money. Secondly, incentives with the intangible
rewards of honor: Cups, plaques, trips, promotions, and
personal acknowledgements are used to fulfill people’s
desires for recognition and give them a sense of personal
accomplishment for their successful daily tasks.

12
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Lowe's Profit-Sharing Program is our single
most effective incentive. All employees are
eligible to receive 157, of their total wages
and salaries on a non-contributory basis;
these funds are placed in the plan in their
behalf. The plan has enabled Lowe's to
establish and maintain employee
stability, low turnover, and genuine
enthusiasm in assisting company growth
and profit development, as all personnel
share in Lowe's Profit-sharing Plan
and Trust. Lowe's sales and profits

at the store level; therefore, a great deal

of attention is extended to the store function, direction,
and physical facilities. We take pride in showing you on
these pages a typical “New Image” Lowe's store—
Columbia, South Carolina,







THE OPPORTUNITIES e

Past and Future Marriages

AND THE CHALLENGE in U.S./1947-1977

Sources of Housing Demand

1950-1960 18601664 1965-1960  1970-1974 19751980

Household Formationsa 890,000 912,000 950,000 1,000,000 1,320,000
Demalitions and

Other Losses 450,000 580,000 650,000 720,000 760,000
Increases in Mumber

of Vacant Homes,

Mability and

Migration 100,000 105,000 115000 120000 125,000
Increases in

Secondary and

Seasonal Housing 60,000 65,000 75,000 80,000 85,000
Total Potential

Housing Demand 1,500,000 1,652,000 1,790,000 1,920,000 2,290,000

a—Saries B projections.

Chart 6

Sources:

Chart 1 — U.5. Dept. of Commerce
Chart 2 — U.S. Dept. of Commerce
Chart 3 — U.S. Dept. of Commerce
Chart 4 — U.S. Dept. of Commerce
Chart 5 — U.5. Dept. of Commerce
Chart 6 — U.5. Dept. of Commerce, Mational Assoc. of Home Builders

Future estimates for Chart 4: Lowe's
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The dilemma our nation faces in a turbulent political
vear has not completely over-shadowed the positive and
growing demand for housing throughout the nation.
The vast opportunity for new and better housing for
America has been enhanced by the Housing Act of 1968,
Families of modest income can now obtain long-term
financing monies for new homes. Also, funds are being
made available for the medium income family group
through this program. Savings and loan associations are
in a much more liquid position than in the past several
years, and have funds available for new eonstruction
and home remodeling requirements.

Taoday’s professional builder-contractor buyers, and
consumer purchasers demand, and are receiving more
services than ever before. Product quality, job delivery,
cuztomer financing, and service after the sale are being
considered in lieu of price alone. Your company over the
past ten years has established competitive credit programs
for our professional and consumer buvers. We have
develpped a truck delivery fleet of over 400 vehicles, and
upgraded the quality of our product lines available

from store inventories,

The continuing challenge is to increase market
penetration in each store location. We study industry
product sales as compiled by the U, S, Department

of Commerce for each store’s trading area. We determine
store percentage of the available business, in order to
know our market penetration and direction. In store trade
areas of 35 million or under, we achieve 257, of market;
35 to 510 million, 207, of available market: 310 to 315
million, 177, of available market: 815 to $20 million, 129,
of available market; and 320 million and over, 1179, of
available market. Therefore, the opportunity and
challenge we accept is to achieve our “share” of each

market we enter, and grow as the nation and industry
increases each vear.

People desire to shop in modern, functional stores with
immediate product availability at accessible store
locations. At Lowe's we provide prompt, courteous,
personalized salesman service, and have minimized the
use of impersonal checkout systems. Today's marketers
must have a “feel” for customer trends and product
requirements, and this can only be determined by
talking to people.

We are constantly searching for new products that will
upgrade our store marketing image, and enhance our
profit opportunity, People have more spendable dollars.
It is our challenge to induce customers to spend their
money buying the produects and using the services that
Lowe’s provides, Our new stores are successful examples
of how yvour management is solving this marketing
problem and still maintaining expense ratios to

zales profitably low,

As market conditions justify, your company is planning
to double its sales volume and number of operating stores
in the next four to five yvears, thus achieving sales in
excess of $200,000,000 with after-tax profits in excess of
39, to sales,

Your company has announced our national expansion
goals, criteria of performance are established, monies and
people have been acquired and trained, and we are on
the threshold of the decade of the 70's whose hallmark
might be termed “The Re-Building of Ameriea.”

Your company is ready to meet this challenge! We will
grow and prosper together!

fsf John A. Walker
15



30%s

25%,

20%

15%

10%s

5%
s RETURN ON STOCKHOLDERS EQUITY (Atter Taxes)
0

4%

Ay =

2%a

1%

n.l'ln NET lNCDME—NET S.ﬁ.LES (Aftor Taxes)

FIRST SECOND THIRD FOURTH FIRST SECOND THIRD FOURTH
*All federal surtax for year reflected in fourth quarier.

EARNINGS AFTER TAXES (in Thousands of Dollar)
$3,000

1,500
1,000
500

SALES (in Millions of Dailars)
$80

g

45
30
15

16

g




CONSOLIDATED STATEMENT OF EARNINGS
AND RETAINED EARNINGS
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REPORT OF
CERTIFIED
PUBLIC ACCOUNTANTS

The Board of Directors
Lowe's Companias, Inc.

We have examined the consolidated balance sheet of Lowe's Companies, Inc., and
subsidiary companies at July 31, 1268, and the related statements of consolidated
earnings and retained earnings and source and application of funds 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 statements mentioned above present fairly the consolidated
financial position of Lowe's Companies, Inc., and subsidiary companies at July 31,
1968, the consolidated results of their operations and the use of their funds for
the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.

GRISETTE AND BEACH
Certified Public Accountants

Lenoir, Morth Carolina
September 24, 1968



STATEMENT OF SOURCE AND APPLICATION OF FUNDS




(1) After doducting $2,250 dividends per year on preferred stock. For the years 1958 through 1981 the earnings are
based on 2,000,000 shares, the cutstanding shares at 10-10-61.

{2} All per share figures have been adjusted to give affect to the 1004 stock dividend at 5-2-886.
{3} Average of beginning and ending balance of sharsholders' equity.
(4) Public offring of stock 10-10-61.
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13 YEAR STATISTICAL REVIEW




Lowe's began very quietly. The original company was

Mr. L. 8. Lowe’s North Wilkesboro Hardware, which was
founded as a single proprietorship in 1921. It was going its
quiet way in 1940, when Ruth Lowe, daughter of the
founder, did two things that profoundly influenced the
history of Lowe's Companies, She sold North Wilkesboro
Hardware to her brother, James L. Lowe, for 54,200,

And she married H. Carl Buchan, Jr,

He was then employed in the traffic department of the
Atlantic & Fast Carolina Railroad. He continued to work
for the railroad until 1942, when he enlisted in the
Army. Mr. Lowe joined the Air Corps; Mrs. Buchan
and her mother operated North Wilkesboro Hardware.
Private Buchan was sent to Officer Candidate School
and received a commission, but was injured and discharged
in 1943. As he later recalled, *'Jim Lowe told me if I
would go home and inventory the stock and make enough
money to pay him the amount of the inventory, I could
have half interest in the business.

“1 immedintely proceeded to North Wilkesboro and took
a physical inventory, It amounted to 312,500 and
consisted of notions, dry goods, snuff, produce, groceries,
small miscellaneous hardware and building material.

The business was located in a building 25 x 140 feet. After
assuming management, I sold out all the stock except

the heavy hardware and building materials. In a yvear or
two,” Buchan said, “our business began to prosper and

its future was limited only by our own imagination

and ability.”

As far as retailing was concerned, Buchan's imagination
was innovative and bold. He envizsioned the mass
marketing of building materials even then. In 1949, Lowe's
opened its first branch store in Sparta, North Carolina,
40 miles from North Wilkesboro. Buchan and Lowe then
acquired an automobile dealership and a eattle

farm — but Buchan, in the next three vears, devoted
himself completely to the expansion of the building
materials business, while his partner became more
committed to the automobiles and cattle, “In 1952,

Carl Buchan recalled, “T was able to trade my interest in
these two operations for his interest in the two stores.

I was completely on my own for the first time in my life.”

“Predictions were that 1 would fail; my trade connections
said that T would not last beyvond 90 days."” But

about 90 days later, he opened the Asheville, North
Carolina store, and Lowe's was on its way. Sales zoomed
from 1952 through 1959: $4.1 million, $6.4 million,

29 million, $11.9 million, $17.4 million, $18.2 million,
20,4 million, $27 million. The company added stores:
one in 1954, two in 1955, three in 1958, four in 1959,

and two in 1960.

In the vear ending July 31, 1960, sales volume rose to
530.7 million; and this, to Carl Buchan, was only the
beginning. 1 now desire to build thiz business into the
largest and most successful of its type in the world, owned
and controlled by those who have built it,” he wrote.

But on the morning of October 22, 1960, the executive
group, waiting for Mr, Buchan to attend their weekly
meeting, learned that he was dead of a heart attack,

at age 41,

Carl Buchan's future planning had called for the Lowe's
Emplovees Profit Sharing Plan and Trust to buy

blocks of his stock — periodiecally during his lifetime, and
the balance at his death. So during the next trying
months, the management group remained intact, and
working with the executor of the estate, attempted

to determine the best alternative for the future
development of Lowe's in accordance with the plans

of Mr. Buchan.

During 1961, a plan of action was agreed upon. Of
1,000,000 shares of Lowe's common stock, 110,820 were
owned by employees and business associates of Buchan,
The Profit Sharing Trust bought the remaining

589,180 shares of Lowe's common stock from the Buchan
estate and family for $4.3 million in cash and a series

of notes totalling $1 million. The cash payment was
obtained from a short term loan; and the loan was repaid
from the proceeds of a public offering of 410,000 shares
of common stock, at a price of 31225, G. H. Walker &
Company of New York, was managing underwriter for the
offering, initiated and completed on October 10, 1961.
The Profit Sharing Trust has retained the balance

of the Lowe's common stock.




HOW IT HAPPENED

Lowe's Corporate History on the preceding page is
factual, but conveys neither the significant marketing
elements of the time, nor the excitement, ambition, and
hard work of the people involved.

In 1946, virtually all residential building materials were
sold through the conventional distribution channels —
manufacturer to wholesaler, to retailer, to builder or
sub-contractor, then finally to the consumer. The price
paid by the consumer reflected all these pricing levels.
Restricted franchises helped perpetuate this costly and
inefficient system. Plumbing, heating and electrical
materials, needed in every home, were not sold by most
building material retailers, requiring the customer to deal
with other inefficient distribution systems also. The Lowe's
idea was beautifully simple — to create one-stop
chopping for the customer, and to buy directly from
manufacturers at the same prices that wholesalers were
payving, and to sell directly to the general public at

the same prices the dealer had to pay. In many cases,
“Lowe's Low Price” at retail was less than the dealers’

buving price from the wholesalers. This caused confusion,
anger, and sometimes chaos in the trade channels, but

it built a reputation and was the foundation of a

great business,

When the material shortages of the Korean War began

to affect the business, Lowe’s Low Prices were not raised,
and efforts to acquire materials were intensified, with
successful results. So when Lowe's had merchandise that
no one else had, and the prices were still startlingly low, a
new dimension was added to the growing legend. About
this time, Lowe's began to sell major appliances in
volume, a venture that would lead to a greatly expanded
merchandise line, and help make Lowe's Low Prices a
household word in the area.

Lowe's people were young, dedicated and aggressive,
They were inspired by Buchan's drive and vision

and spurred by the personal incentives which have become
a hallmark of Lowe's. Many are still with the company

in positions of responsibility.
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The lines of Wilkes County,
Morth Carolina, formed the
boundaries of Lowe's of
"“Yesterday." Here is captured
w) the flavor of those exciting
days of change and

i innovation when a "country

j store" was transformed into

i a building supply
supermarket. Tha arrival of a
shipment of still scarce
supplies saw linas of
customers queued up dutside
the doors. Materials were
often taken from the shipper's
trucks and loaded directly
onto the buyer's vehicle.
Goods moved at such a
rapid pace that they were
often sold while still in the
original carton, And also
pictured are three of the
founders: Carl Buchan, Hal
Church and Pete Kulynych.
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Lowe's General Office, Highway 268 East,
Box 1111, North Wilkesbora, N. C. 28659
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