Dear Shareholders,
Lowe’s watchword for 1987 was straight
talk from the nineteenth century philosopher,
A .Thomas Carlyle. “Know thy work and do it”
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Lenter to Shareholders Continued From Frond Cover

: MID THE STORM OF UPHEAVAL IN THE STOCK MARKET THAT ROCKED
1987 AND SEEMED TO CAST LONG SHADOWS INTO THE FUTURE, WE TOOK

OUR COMPASS BEARINGS FROM CARLYLE'S PRECEPT, “"Know what thou
canst work at, and work at it, like a Hercules!” We examined Lowe’s position,
our markets, and our competition, and sharpened our strategic focus. We
defined more clearly the three businesses that are both essential to Lowe’s and
uniquely served by us: the building contractor business, the consumer durables
business, and the do-it-yoursell home center business. Then, confident that
we knew Lowe's work better than ever, we attacked it with renewed energy
and determination.

Lowe's is the leader in our industry, but that leadership is no lullaby to
our ears. We realize that nothing is more vulnerable than complacent success,
and we will not be caught napping. To ourselves and to all who share our
fortunes — our stockholders, customers, vendors, directors, employees, and
friends — we pledge that Lowe’s will never be a passive giant or an unwary
victim of economic circumstance. We know our work and we will continue
to do it, keeping Lowe's on course toward a future of our own making,
Earnings Perspective

In 1987 we regained our benchmark level of $61 million in earnings,
which is more than any other company in our industry has ever reported. It
was our second best year ever for earnings, with a 17% improvement over
last year's disappointing results.

We are especially pleased to report such positive results for a year in
which we bit a major bullet and closed some stores in the oil patch of Texas
and Oklahoma that had proven consistently unprofitable. In addition to
the operating losses from those stores prior to the closing, we absorbed a
$9.8 million closing charge which was the cost of “eliminarting the negative”
The downward impact of the closing charge was 14 cents per share

Besides the store closing cost, we also absorbed a LIFO charge of
$3.8 million attributable to mild inflation. By comparison, last year we had
a LIFO credit of $3.0 million, as well as a one-time credit of $4.9 million
[rom the settlement of the plywood anti-trust litigation.

1987's earnings were augmented by our election to adopt Statement of
Financial Accounting Standards No. 96, a newly authorized method of account-
ing for deferred taxes. This had a positive impact of 13 cents per share on
an annual basis.

Our earnings themselves “accentuate the positive” for 1987, because the
real earnings growth that we experienced came largely from retrofirted and
relocated stores, and from our newer Lowe's stores with more than 20000
square feet of retail space. We have begun to reap the rewards of our investment
in expansion since 1984, and these gains will continue into the future.

We are proud that our earnings per share increased so substantially in a
difficult year, and we anticipate continued improved performance in 1988.



Robert L Smickland Leonard G. Herring

Cash Flow

Cash flow is considered an important vital sign in the health of a
corporation, and Lowe’s 1987 cash flow was the highest ever.

The major components of cash flow are earnings alter taxes, depreciation,
and deferred income taxes. As shown on page 5, alter year-end adjustments
our 1987 cash flow was up 23% to $108 million from $88 million last year

For long-term trends in Lowe's cash flow, please refer to the 26-year
review found on the inside back cover of this report.

Sales Performance

Despite the [ragmented and liercely competitive market environment,
Lowe's sales increased 7% in 1987 to $2.44 billion. That's the highest sales
figure ever recorded in our industry, and more than double what we reported
only five years ago, in 1982,

Our retail sales increased 9%, ending the year at $1.38 billion. Contractor
sales rose 5% to finish at $1.07 billion. Sales from 300 comparable stores
(stores that were open more than a year on January 31, 1988) realized a 4%
sales gain,

As part of our mission to “know our work and do it,” in 1987 we
sharpened our focus on Lowe's three businesses. These businesses are defined
by discrete sets of customers and competitors, and Lowess 1s unique among
its competitors in pursuing all three from the same store. The three are the
building contractor business, the consumer durables business, and the
do-it-yoursell home center business.

The building contractor business originally accounted for as much as
70% of Lowe's total sales. It now accounts for 44% as a result of our emphasis
on retail development, and we plan an even more retail-weighted sales mix for
the future, while still encouraging contractor sales growth.



We have always been in the big-ticket consumer durables business, as
anyone will know who has been in a Lowe’s store and seen our refrigerators,
riding lawnmowers, and similar product categories. Consumer durables will
account for about 15% of Lowe’s total sales in the years ahead.

According to findings released by the Do-It-Yourself Research Association,
the home center business is now a $100 billion industry, and we project it
to grow to $140 billion by the early 1990's. Ten years ago, sales from Lowe's
home center business provided less than 20% of our total sales. In fiscal 1988,
for the first time, our home center business will be the largest of our three
businesses in terms of sales. By 1990, according to our plan for Lowe’s future,
it will account for 50% of our total sales volume.

As we articulate our newly focused sense of Lowe’s identity, we are
providing for Lowe’s future sales growth by promoting selected product cate-
gories and deleting others that don’t belong in any of our three businesses.
We are liberating valuable retail space and improving the look of our stores.
Our new “Rack & Roll” sales [loor racking system, with its expanded capacity
for inventory rollout, is another way we are adding sales potential on our
retail floors,

By carefully targeting our merchandising emphasis and by expanding and
improving our presentation of Lowe’s product lines, we will gain increasing
sales momentum [rom our own strengths in the months and years ahead.
Strategic Market Growth

In 1987 we launched a new expansion plan that we call “10+X," where
“10" represents our goal in percentage of space added to existing stores, while
"X is the opportunity for new stores and timely small acquisitions. Ongoing
retrofits and relocations are included in the 10% growth, as is space added
to our smaller, mature stores in the Southeast through our “Phoenix” program.

In last year's letter we announced our intention to linish 1987 with more
than five million square feet of retail space, more than double our size only
four years earlier We achieved this goal prior to our decision to close 21 stores,
most of which were in the oil patch.

Completion of our 1987 expansion plan included 16 new stores, two
relocations, and 10 retrolits representing 590,000 square feet of incremental
space, a 13% increase over 1986. The 21 store closings reduced thar figure
to 321,000 square leet, so total expansion including closings gave us a 7%
increase. We linished the year with 4.8 million square feet of retail selling space
in 295 stores in 21 states.

Considering our market strategy in terms of Lowe's three businesses, we
have realized that although we could conduct our building materials business
and our consumer durables business in small stores with 5000 to 7,000
square feet, our home center business requires a minimum of 20,000
square feet.

In Lowe’s first growth transition, we learmned to be better retailers. A
second transition is now in progress, a physical transition in which our goal
is to bring our smaller, pre-home center Lowe's stores up to the retiling
potential of our newer sales floors. Our expansion plan for 1988 calls for seven
new stores, nine relocations, and 21 store enlargements.



Financial Position

Shareholders’ equity reached $582 million in 1987, nearly double the level
reached just four years ago and 8% higher than last year's $541 million.

Dividends increased 7% to 43 cents per share, a new high for Lowe's.
The company paid out $17 million in dividends last year, which nearly equals
the total net earnings we reported in 1981.

We think Lowe’s stock is a great buy these days. That's why last December
we announced plans to repurchase up to $50 million of Lowe's common
stock in the open market. The repurchasing program began in January 1988,

Our ESOP rtrust is Lowe's largest shareholder, and we are proud that
our employees own 24% ol Lowe’s equity. Last June we announced plans to
purchase up to 518 million in common stock before October 15 as part of the
company's 1986 ESOP contribution. On October 21 we further announced
that we would purchase up to $17 million in common stock to fund in advance
the Lowe's 1987 ESOP contribution for the year ending January 31, 1988,

The Edinburgh Perspective

Thomas Carlyle was born in Scotland and attended Edinburgh University.
More than a century later, in 1978, a group of Scottish investors assembled
not far from that ancient seat of learning and decided to buy stock in Lowe’s
at $8 per share.

During the following four years, the United States experienced double-digit
inflation and double-digit unemployment. The economy weakened as the
Seventies waned. The price of gasoline went as high as $2 a gallon, mortgage
rates soared from 8% to 16%, and housing starts plummeted [rom two million
to one million per year.

Without the benelfit of hindsight, one might be excused for concluding that
the Edinburgh investors lost their pants. They did not. In fact, between 1978
and 1982 Lowe's stock increased from $8 to $22 per share. The Edinburgh
group, tough-minded and experienced, understood how to make money in a
bear market. They recognized a good value when they saw it. We trust you
will find this true story as uplifting as we do.

We take this opportunity to welcome new shareholders and friends of
Lowe's to the group that we call Lowe's Partners-In-Interest. If, as Thomas
Carlyle said, “Labor is Life," then we can confidently promise that 1988 will
be a lively year for Lowe’s, full of hard work and profit-building achievement.

Cordial good wishes,

Lotet £ STmbtert Fmd s vy

Robert L. Strickland Leonard G. Herring

Chairman of the Board President and
Chief Executive Ollicer

NMorth Wilkeshoro, North Carolina
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Lowe's specialists in real esfate and store design have big plans for enlarging the future of our Lowe's Slores



The Power of Three: Lowe’s Chooses Its Future

1987 was a year of dramatic and diverse economic events whose
long-term effects will shape the judgment of posterity. Let history deliver its
verdict on the year at large; at Lowe's we choose to remember 1987 as the
year that we achieved a new self-realization and set our course for our
chosen future.

| Financial Highlights

Fiscal Years End on Jsmsary 3 of Following Year
Fiscal Fiscal

Change 1987 1986
Sales + 7% $2,442,177,000 $2,283,480,000
Net Earmnings +17 61,180,000 52,219,000
Cash Flow! +23 108,089,000 87,858,000
Per Share:
Eamnings +135 1.54 1:34
Cash Dividends + 7 43 40
At Year-End:
Shareholders’ Equity + B 582,436,000 540,534,000
Total Assets + 6% $1,027,329,000 $ 969,219,000
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We are launching that future from a foundation of strength that is apparent
in our 1987 financial highlights. Lowe's sales last year were the highest ever
recorded in our industry, and our cash flow has never been healthier Net eam-
ings were only half a percent shy of the best in Lowe’s history, and earnings
per share recovered ground after two years in decline. We paid our highest
cash dividends ever, and shareholders’ equity atained new levels. Our total
assets broke the $1 billion mark. We finished the year with fewer stores
than we began it, but the circumstances behind the store count are actually
a positive chapter in the story of Lowe's 1987.

o ‘r:
HANGE IS MORE THAN A TEMPORARY CONDITION OF OUR RETAIL

MARKETPLACE; IT IS AN ESSENTIAL CHARACTERISTIC. The constantly changing
needs and desires of the American consumer challenge us to anticipate trends
and respond with maximum flexibility to all the economic influences which
affect buying habits. In 1987, not for the first time, we examined Lowe's posi-
tion and strategic direction in the light of current marketplace conditions.
We articulated Lowe's identity and goals in terms that are already transforming
our future. But even as we began making new strategic resolutions, we realized
that the time had come to [ulfill an old promise.
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For more than a year we had been promising ourselves and our partners-
in-interest that we would stem the losses from stores acquired in 1985 in
the oil patch states of Texas and Oklahoma. When we bought those stores,
their profitability was based almost solely on contractor business, and we saw
an opportunity to build retail strength just as we had in the rest of our chain
through Lowe's RSVP program. But in January 1986 the price of crude oil
dropped by two thirds, and contractor spending in the oil patch dried up
before we had a chance to develop a retail customer franchise to cushion the
blow. Despite our remerchandising efforts and some notable success at trim-
ming overhead, we were still losing money in Texas and Oklahoma in 1987.
Housing starts, which had fallen more than 50 percent in that region, showed
few signs of recovering quickly. So one of the first major actions undertaken
as part of our new self-awareness was to close 17 oil patch stores, 15 of which
had been part of the 1985 acquisition. We swallowed a bitter pill, along with
a certain amount of pride, but the knowledge that we gained from the
experience is already being put to good use.

ERE IS WHAT WE LEARNED FROM OUR 1987 SELF-EXAMINATION. LOWE'S IS
IN THREE BUSINESSES: the building contractor business, the consumer durables
business, and the do-it-yourself home center business. These businesses
are defined by discrete sets of customers and competitors. We are the only
company in our industry to pursue all three businesses from the same store,
and in each store our merchandising strategy for each business is determined
by the market, which we first generalize into three categories based on
population density.

Lowe’s unique character is the combined result of natural evolution
and visionary guidance over the course of our company’s history. Lowe's
began as a renegade retailer of heavy hardware and building materials, back
in the days of the post-World War II building boom when Carl Buchan
bypassed wholesalers to establish the tradition of “Lowe’s Low Prices”

There are Lowe's customers who still remember buying refrigerators and
building supplies directly from a freight car on the railway siding serving
the North Wilkesboro store.

From those modest but distinctive beginnings, Lowe’s grew into a regional
chain of stores selling building supplies and big-ticket consumer durables.
Although we did have some retail customers, the majority of our business
came from professional contractors in residential construction.

It was this customer franchise that most influenced the appearance and
attributes of Lowe's stores until well into the Seventies. The typical Lowe's
store evolved as a free-standing building located near railroad tracks. It had a
small retail floor displaying very limited inventory, and a lumber yard out



Merchandising strafegists and sfore operations vice presidents meel regularly lo coordinate growth objectives.
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A delivery to the Lucky Chance horse farm from our store in Ocala, Florida, a market whose size typifies the
majority of Lowe's store localions.




back. Building contractors appreciated Lowe's low prices, credit offerings,
and delivery services, but retail customers were sometimes made inadvertently
to feel like amateurs whose business was more trouble than it was worth.

With the growth of the do-it-yourself home improvement and home
repair industry in the Seventies, it became apparent that if Lowe's became a
better retailer, every homeowner would be a potential Lowe's customer. By
encouraging the growth of our retail customer [ranchise, we could increase
our profitability through higher margins and also begin to insulate ourselves
from the dramatic mood swings of the housing construction market.

Thus we entered Lowe's first transition, determined to bring ourselves
up to speed as retailers who could attract and sell to upscale homeowners as
well as to professional contractors. One obvious challenge was to communi-
cate our new orientation to the public, but an even bigger challenge was the
adjustment necessary for Lowe's employees. Our merchandising stalf had
to acquire a different kind of market savvy. For store managers, retail expansion
meant planograms and other new headaches. Once our employees became
more comfortable with our retail emphasis, the final phase of the transition
was our Lowe’s RSVP program (Retail Sales Volume and Profit). Through RSVF,
which was initiated in 1980, Lowe's sales floors were enlarged and given
an attractive new look designed to appeal to our retail customers.

INd 0w WE WERE IN THE DO-IT-YOURSELF HOME CENTER BUSINESS AS WELL
AS THE BUILDING CONTRACTOR AND CONSUMER DURABLES BUSINESSES. Our
timing couldn't have been better. The first children of the Baby Boom were
beginning to marry and start families, and as first-time homeowners they
turned to do-it-yourself (DIY) projects when inflation in the late Seventies
placed other home improvement options beyond their means. Inflation
hasn't been a major economic factor for several years now, but DIY consum-
erism has steadily risen due to a growing demand for home improvement
and maintenance materials. Home ownership continues to increase, and
by 1990 more than two thirds of American families will live in a home they
own. But housing starts peaked 10 years ago at two million, and are predicted
to hover around the current level of 1.65 million for at least the next couple
of years. This means that an estimated 70% of all the homes which will
be occupied in the year 2000 are already built. The young married couples
who are now buying their first homes will spend more time there as children
come, and their houses will need progressively more upkeep.

According to a report released by the Do-It-Yourself (DIY) Research
Institute, in the last 10 years the national DIY market has grown from
$38 billion to $100 billion dollars annually. Lowe's retail sales have more
than quintupled during the same period, from $250 million in 1977 to nearly

l -i.'-:i.lntomar Count
Musher Par Siots
Agurded Thousards

B3 B4 B85 86 BT
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$1.4 billion last year Right now the DIY home center industry is growing
at twice the pace of our gross national product, and we predict that it will
reach $140 billion by the early 1990’s. In 1988, for the first time, our DIY
home center business will be the largest of Lowe's three businesses.

L

| B OwE's 1AS BEEN SELLING BIG-TICKET CONSUMER DURABLES SINCE BEFORE
COLOR TELEVISION WAS MARKETED. Nowadays the category embraces a wide
variety of Lowe's products from VCRs to riding lawn mowers and microwave
ovens. Like our DIY selection and our building contractor business, our con-
sumer durables identify Lowe's in the minds of our customers. We regard
our durables business as complementary to our other businesses in furthering
Lowe's goal of providing all the home products desirable for the way we
live now.

The biggest single factor behind the growth of Lowe's consumer durables
business has been our continued marketing of famous brand names at Lowe's
Low Prices. Also, our retail emphasis has more than doubled Lowe's cus-
tomer count per store within the last five years, exposing more customers to
our durables selection. And as we energetically pursued expansion of our
retail sales floors in an upscale environment, to meet the needs of our home
center business, our durables received enhanced space for expanded
product lines.

Our research indicates that the market for durables categories such as
washers, dryers, and refrigerators will remain relatively stable over the next
several years. This follows a period of growth when the new homes of the
Seventies were being equipped with their first-generation appliances. The
need to replace those aging appliances, added to the needs of new home
purchasers, should keep the sales growth rate of appliances in the
neighborhood of GNP growth.

Electronics is by far the most dynamic of Lowe's durables categories,
showing a 25% compound growth rate over the last five years. Thanks to
the falling value of the dollar and the momentary absence of compelling
new technology, our electronics sales in 1987 declined 4% from the giddy
heights of 1986. But who knows what the next electronics revolution will
bring? Perhaps CD recorders? Stereo televisions? How about interactive
televisions that will allow viewers to send as well as receive signals?

Timing is the key to electronics merchandising: success depends on our
ability to accurately identify trends, respond quickly with the appropriate
product assortment, and exit at the last moment before the consumer
tide rurns away. Consumer electronics are among America’s most valued
home entertainment items, and will only become more important in

the future.



_— Lowe's has grown up with the children of ihe Baby Boomn, who will continue to form housefiofes and to duy and
improve homes for years 1o come
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Lowe’s will continué to be the dealer of choice for our durable goods customers by meeting the product
assortment and pricing needs of our three markel sizes.



' HE UNCHANGING Co os Per U.S. Housing Start ]

Lowe's
L OF L E" AT ot
GOAL OF LOWE'S BUILDING . c : Lowe's
CONTRACTOR BUSINESS 1S TO wrts  Sales Contractor Sales
DOMINATE OUR MARKETS —_— : e e
IN VARIETY, DEPTH, SERVICE, 8 1967 S a2 s207
1978 2020 469 232
AND PRICING OF BUILDING jm 1.745 512 293
supPPLIES. Building contractors 1980 1292 464 359
- I 1981 1.084 421 304
are among our most valuec 1982 1,062 463 436
partners-in-interest, and we . iﬁ 1% ﬂ 415
1 . 1 =9 ! 3 m
have won their continued 5@ 1742 973 558
patronage through the years 1.805 1,020 564
by providing products suited by il LE:Ld S0 6%
. : of Commeron, NAHE Forecast of Housing Acinity
to the needs and tastes ol ary.
the new home buyer, as well as services to help boost the efficiency of their  [contractor Sales
operations and minimize their labor costs. Nationally, housing starts are Growth
not predicted to surge within the next few years; however, the US. Bureau
of Census predicts that between 1990 and the millennium, the population 1250

of the South will increase by roughly 13% while some other areas, notably
the Northeast and Midwest, experience declines.

Even if housing starts remain flat, Lowe's can win the battle for higher
sales per start. For one thing, the median square footage in new single-family
houses is higher than it's ever been. New construction is likely to be weighted .
toward step-up homes that include more amenities. This trend gives Lowe's
an opportunity to sell higher-margin items such as quality light fixtures. 20

In 1987, our contractor sales per housing start rose 17% over the previous year.
B B4 B5 86 07

| Merchandise Sales Trends Base Year
Dolars in Millions 1987 1986 1985 1984 1982
Total Sales Change Total Total Total Total Total
5.Year CGR From 1986 Sales % Sales % Sales % Sales % Sales %
Category
1. Structural Lumber +2206 4140 $ 476 208 419 18% 364 18% 303 188 177 17
2. Building Commodities & Millwork +15 + 4 723 30 698 30 664 32 567 33 357 34
3. Home Decorating & llumination + 19 + T 284 12 265 M 239 1 183 N 117 1N
4. Kitchens, Bathrooms & Laundries + 16 - 21 9 21 10 197 8 170 10 105 10
5. Heating, Cooling & Water Systems +12 + 9 120 5 110 5 104 5 93 6 69 7
6. Home Entertainment + 25 - 4 103 4 107 5 7B 4 58 3 4 3
7. Recreation, Yard, Palio, Garden & Farm  + 25 + 17 20/ 8 177 8 183 B M7 7 B9 7
8. Tools + 37 + 26 B2 3 B5 3 5 3 B 2 17 2
9. Special Order Sales (SO5) + 20 + 2 226 9 221 10 208 10 161 10 B9 9
Totals +19% + 7% $2,442 100 $2,283 100 $2,073 100 $1,689 100 $1,034 100

[



Bea Melton is a professional building contraclor and a Lowe's shareholder, She has been a foyal contractor
customer, she says, “'since before the company went public™ in 1961,



.ﬂ ECOMING A MORE ATTRACTIVE RETAILER WAS LOWE'S FIRST MAJOR
TRANSITION; TRANSFORMING OURSELVES INTO A CHAIN OF LARGE STORES IS THE
CHALLENGE WE NOW FACE. Our first transition is complete, and it is obvious
that the DIY home center business is the engine powering Lowe’s future.

But it's never advisable to mount a powerful engine on a cigar-box chassis.
While it was possible to run a successful contractor business and consumer
durables business from sales floors in the range ol 5000 to 7000 square
feet, a home center cannot be accommodated in such a small space. The mini-
mum effective size for home center inventory presentation is roughly 20000

square feet. Right now, approximately one third of Lowe's stores meets that | Growth in Sales
size criterion, and that means we still have some serious growing to do. oo SO

Encliof Yaur

One of the stores we opened in 1987 was a 60,000 square foot store in
Knoxville, Tennessee. That store is our touchstone for Lowe's future. The
product mix on its huge sales floor has been customized for the Knoxville
market, and additionally we equipped it with “Rack & Roll;” our new taller and
deeper sales floor racking system designed for maximum capacity, flexibility,
and customer self-service ease.

Not all of our markets presently require sales floors as large as Knoxville's,
but we are pursuing various ways of bringing the smaller; mature stores in
our traditional trading area into the productivity range of our new and retro-
fitted stores. Our Phoenix program, which expands retail floors economically
by moving a single wall with minimal disruption of business, is proceeding
on schedule. We are also continuing to retrofit and relocate stores where

B3 B4 &5 B85 A7

| sales Floor Size and Productivity

Dolkars in Thousands, Except Saes Per Sguare Foot 1987 1986 1985 1984 1983
1. Stores Open at End of Year 295 300 282 248 238
2. Weighted Average Stores Open During Year? 3069 2914 2733 2405 2356

Average Sales Floor Size
3. Total Sales Floor Square Footage, End of Year 4773743 4452161 3641762 2980000 2529040
4. Average Sales Floor Size, End of Year? 16,182 14,841 12,914 12,016 10,626

5, Weighted Average Sales Floor Square Footage During Year? 4,760,479 4,043,904 3406684 27227017 2423382
Sales Results

B. Total Sales $2,442177 $2,283480 $2,072,569 $1,688,738 $1430576
7. Retail Sales 1375428 1,263411 1,099,933 880,924 723,585
8. Contractor Sales 1,066,749 1,020,069 972,636 807 B14 706,991
Sales Per Square Foot
9. Total Sales Per Square Fool4 513 565 608 620 590
10. Retail Sales Per Square Fool5 289 32 323 324 299
Average Store Sales
11. Total Sales Per Average Store® 7.958 7,836 7,584 7,022 6,072
12. Retail Sales Per Average Store? 4,482 4,336 4,025 3,663 30m
13. Contractor Sales Per Average Store® $ 3476 $ 3500 & 3559 $ 3359 § 300
1 Sloies opan al beginmng of year, plus sires ofened &nd civied ounng yex comguiod Dy % L 4 curnant yoat, s me 4 prce year, dreded By 2, mullipled By lne 2 ® Line B crded oy line 2
adcing iotal siote months of operation |or new siofes snd ciosed shafes and dividing by 12 * Lina b covaded by hne 5 ¥ Line T geaded by ine 2
¥ ine 3 dnased iy hine 1 B Line T cieecied by ling & ® e A oraded try e 7
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needed, according to our
“10 + X" expansion plan. The

| The Top 10 Building Supply Giants

1987 1977 o !

o - onk. 10" stands for percentage of

1 Lowe's 1 Wickes space added to existing stores,

: "“m. e 515 ‘sl‘.-’i'lilE X" 1s the nppnrtumt.}-'

4 The Home Depot 4 Evans Producls for new stores and appropriate

:WW :wm‘ acquisitions. In 1987 we com-

7 84 Lumber 7 Diamond Lumber: pleted our planned expansion

8 Hechinger B Payless Cashways projects, which included 16

9 Channel Home Cenlers 9 Handy Dan ) :

10 Home Ciub 10 Handyman new stores, two relocations, and
Souce: Bukding Supp Home Centers 10 retrofits. This added 390,000

square [eet of sales floor space fora total 13% increase over 1986 (before store
closings). Our 1988 growth program calls for seven new stores, two each
in North Carolina and West Virginia and one each in Alabama, Georgia, and
Kentucky. It also calls for nine relocations and 21 store enlargements, all
part of our plan to “store up” in our existing 21-state trading area.

- OWE'S THREE BUSINESSES ARE PARTLY DEFINED BY THE MAIN PURPOSES

THAT BRING CUSTOMERS INTO OUR STORES; THEY ARE ALSO DEFINED BY OUR
MAJOR COMPETITORS. It is interesting to examine the list of Top Ten Building
Supply Giants as ranked by Building Supply Home Center magazine. This annual
ranking reflects the evolution of building supply retailers since the days when
the major players were either primarily lumber yards or mass merchandisers
with hardware departments. The 1987 list confirms the present dominance
of dedicated home center retailers. These are our present competitors in the
DIY home center business, and anyone familiar with the size of their average
sales floors will acknowledge the wisdom of Lowe's expansion emphasis.
Future rankings will show more clearly the impact of the warehouse

store CL‘IHL’EPI.

r‘Salas Analysis: Comparable vs New Stores

Dollars in Miligns 1987 1986 1985 1984 1983
Stores Open at End of Year 295 300 282 248 238
Percent Change Total Sales +7 +10 +23 +18 +38
Total Sales 52,4422 $2,283.5 52,0726 £1,688.7 $1,4306
Number of Comparable Stores 300 n 248 238 235
Percent Change Comparable Store Sales +4 + 6 +10 +17 +38
Sales of Comparable Stores $2.368.7 £2,187.1 $1.857.4 $1,6720 £1,4281
Sales of Comparable Stores Previous Year® $2,276.6 £2,055.1 $1,688.7 $1426.8 $1,034.0
Mumber of New Slores 16 21 38 10 5
Sales of New Stores g 735 $ 564 $ 2152 $ 167 g 25

*The comgueny has ciosed 30 siones snce fiscal 183 two in Januarg 1984, feuf in Januany, 1986; ane in Octobes. 1966, two in January, 1967, one in Jubg 1967, one in August, 1067 two i Dcloper, 1967 one i November, 1587

and 16 in Decemper, 1987

[



WAL-MART

Lowe's store in Columbia, Tennessee occuples a prime refall location in a thriving market.




Our main competition for contractor business has always been the

independent local lumber yard operator: But in the past 10 years that local guy
has become an increasingly sophisticated businessman. Weak competitors
have been decimated by back-to-back recessions, and the majority of survivors
are savvy marketers who understand that the keys to success in selling build-
ing commodities are sales volume, cost control, and sound inventory
management. Fortunately, nobody understands that better than we do.

The competition for Lowe's consumer durables business varies with the
size of the market. In small towns our competitors are independent appliance
and electronics dealers; in larger towns and cities, we take on Circuit City
and other new-wave electronics competitors, as well as mass retailers such
as Sears. It's a fast and fierce pack to run with, and our best strategy lies in
targeting our potential customers and continuing to offer brand-name product
assortments priced competitively and promoted energetically.

In those large towns with more than 40,000 households, we want Lowe's
to be a highly focused destination store. In our most metropolitan markets
we will feature assortments that are narrower but very deep. In small-town
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Our 7400 square foof store fn Witson, North Carolina has done good business since /s opeming in 1978, but has

now outgrown it present focation, Construction of a new 33,000 square fool store is scheduled for the summer,

America, where Lowe’s was born and where we grew, we will continue to be
the store of choice [or the entire range of home and garden needs. Our newly
honed sense of Lowe's identity will bring us higher profitability as we eliminate
product categories and marketing strategies that no longer fit our chosen
image. Our industry remains largely fragmented, but Lowe’s is the beneficiary
ol a unique evolutionary history and more than four decades of nurturing
management. We can compete successfully in all three of Lowe’s businesses,
keeping an eagle eye on our competition from beneath our unifying (and
expanding) store roof. We know Lowe’s work and we are doing it, better and
bigger than ever.



Lowe’s Store Locations

Alabama
Aubum
Decatur
Dothan
Gadsden
Huntsville
Jasper

Mabile (2)
Montgomery (2)
Muscle Shoals
Prattville
Tuscaloosa

Arkansas

El Dorado

Fort Smith

Hort Springs
Joneshoro

Pine Blull
Springdale
West Memphis

Delaware
Dover
Wilmington

Florida
Bradenton
Fort Myers
Fort Pierce
Fort Walon Beach
Gamnesville
Inverness
Kissimmee
Lake County
Lakeland
Lake Wiales
Maitand
Melbourme
Ocala
Orange City
Orlando
Panama City
Pensacola (2)
Port Orange
Sarasot
Tallahassee (2)

Georgia
Albany
Athens
Augusia (2)
Brunswick
Carrollton
College Park

[0

Columbus
Doraville
Douglasville
Fort Oglethorpe
Gainesville
Griffin

La Grange
Lilburn

Macon
Moultrie

Rome
Savannah (2}
Smyrna
Thomasville
Thomson
Valdosta
Warner Robins

linois
Marion

Indiana
Clarksville
Franklin
Indianapolis
Lawrence
MNew Castle

kentucky
Bowling Green
Corhin
Danville
Elizabethtown
Frankfort
Lexington (2)
Louisville
Owensboro
Paducah
Paintsville
Pikeville
Richmond
Somerset

St Matthews
Whitesburg
Winchester

Louisiana
Alexandria
Baker
Bossier City
Hammond
Latayette
Lake Charles
Leesville
Marchitoches

New lberia
Shreveport
Thibodaux
West Monroe

Maryland
Bowie

Charles County
Cumberland
Easton
Frederick
Hagerstown
Salisbury

Mississippi
Greenville
Greenwood
Gullport
Hattiesburg
Jackson
Meridian
Tupelo

Missouri
Springfield

North Carolina
Albemarle
Asheboro
Asheville
Banner Elk
Boone
Burlington
Cary

Chapel Hill
Charlone (4)
Durham
Elizabeth Ciry
Fayeteville
Forest City
Franklin
Gamer
Gastonia
Goldshoro
Greensboro (2)
Greenville
Hendersonville
Hickory

High Point (2}
Jacksonville
Kannapolis
Kinston

Lenoir
Lexington
Lincolnton

Lumbernon
Marthews
Monroe
Morehead City
Morganton
Mount Airy
Murireeshoro
New Bemn
North Wilkeshoro
Raleigh (2)
Reidsville
Rockingham
Rocky Mount
Salisbury
Sanford

Shelby
Southern Pines
Southport
Sparta
Statesville
Washingron
Waynesville
Whiteville
Wilmington
Wilson
Winston-Salem (2)
Zebulon

Ohio

Athens

Belpre
Cincinnati
Circleville
Lancaster
Springfield
Wheelershurg

Oklahoma
Oklahoma City
Ponca Ciry

Pennsylvania
Altoona
Chambersburg
Hanowver
Harrisburg
Lancaster
Mechanicsburg
York

South Carolina
Atken
Anderson
Charleston (2)
Columbia (2}



Easley
Florence
Gaffney
Greenville
Greenwood
Irmo
Laurens
Mauldin
Manning
Mount Pleasant
Myrtle Beach
Orangeburg
Rock Hill
Spartanburg
Sumiter
Taylors
Westgate

Tennessee
Athens
Bartlett
Chananoogp
Clarksville
Cleveland

Columbia
Cookeville
Gallatin
Greeneville
Hendersonville
Hermitage
Jackson
Johnson City
Kingsport
Knoxville (3)
Lebanon
Madison
Maryville
Mornstown
Murlreesboro
Nashville

Texas

Dallas Door & Millwork

Fredencksburg
Longview
Marble Falls

Saginaw Door & Millwork

San Marcos
Shiner

Temple
Tyler

Virginia
Bluefield
Bristol
Charlouesville
Chesapeake
Chester
Christiansburg
Churchland
Claypool Hill
Danville
Denhigh
Dublin
Fredericksburg
Harmsenburg
Leeshurg
Lynchburg
Manassas
Marion
Martinsville
Midlothian Pike
Newporn News
Roanoke

Richmend (2)
Salem

South Boston
Staunton
sullolk
Vienna
Virginia Beach
Winchester
Wise County
Woodbridge

Wiest Virginia
Barboursville
Beckley
Charleston
Clarksburg
Fairmont
Huntingron
Matewan
Morgantown
Princeton
Summersville
Teays Valley
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Our new taller and deeper shelving, known as “'Rack and Roll,"* helps maximize the refail potential of our new
o B0.000 sguare fool store in Knoxville, Tennesses.
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Audited Financial Report

| Management's Responsibility for Financial Reporting

Lowe's management is responsible for the preparation of the following financial statements,
as well as their integrity and objectivity. These financial statements conform to generally accepted
accounting principles and include amounts which represent our best judgments and estimates.
Lowe's management also prepared the other information in this annual report and is responsible for
its accuracy and consistency with the financial statements.

Lowe's maintains internal systems to assist in fulfilling our obligation for responsible financial
reporting. These systems include an Internal Audit Department which monitors other internal
controls and reports directly to the Audit Committee of our Board of Directors. We view the purpose
of internal auditing as independent examination and assessment of company activities related w0
compliance with policy, procedures, and the law: the safeguarding of assets; the efficient use of
resources; and the accomplishment of stated objectives and goals.

The Audit Committee of the Board of Directors consists of three outside directors who meet
with the company’s senior linancial personnel, internal auditors, and independent accountants.
They report their findings to the Board of Directors and make a recommendation of independent
accountants. For details please see the Audit Committee Chairman’s Letter which follows.

Deloitte Haskins & Sells has reviewed our internal accounting systems and examined Lowe's
financial statements according to generally accepted auditing standards. Their report, below, provides
an independent opinion on the faimess of our presentation of the statements.

| Audit committee Chairman's Letter

The Audit Committee of the Board of Directors is composed of three independent directors. Its
members are John M. Belk, Robert G. Schwanz, and Gordon E Cadwgan, Chairman. The committee
held three meetings during fiscal 1987

The Audit Committee aversees the company’s financial reporting process on behalf of the Boarc
of Directors. The committee has recommended the engagement of Deloitte Haskins & Sells as the
company’s independent public accountants, subject to shareholders’ approval ar the annual meeting,
The committee discussed with the internal auditors and the independent accountants the overall
scope of, and specific plans for, their respective audits, The committee also met regularly with the
company’s internal auditors and independent public accountants, without management present,
to discuss the resulis of their examinations, their assessments of internal controls, and the accuracy
as well as the overall quality of Lowe's financial reporting,

Gordon E. Cadwgan
Chairman, Audit Commitee

| Report of Independent Certified Public Accountants

To the Board of Directors and Shareholders
Lowe's Companies, Inc.

We have examined the consolidated balance sheets of Lowe's Companies, Inc. and subsidiary
companies as of January 31, 1988, 1987 and 1986, and the related consolidated statements of current
and retained eamings and of changes in financial position for each of the three fiscal years in the
period ended January 31, 1988 Our examinations were 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, such consolidated financial statements present fairly the consolidated financial
position of Lowe’s Companies, Inc. and subsidiary companies at January 31, 1988, 1987 and 1986,
and the consolidated results of their operations and the changes in their financial position for each of
the three fiscal years in the period ended January 31, 1988, in conformity with generally accepred
accounting principles consistently applied during the period except for the change, with which we
concur. in the year ended January 31, 1988 in the method of accounting for income taxes as described
in Norte 6 to the financial statements.

Deloitte Haskins & Sells
Charlotte, North Carolina
March 18, 1988
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Consolidated Statements
of Changes in Financial Position

Lowe's Companies, Inc. and Subsidiary Companies

ARSI 0 foinocs Fiscal Fiscal Fiscal

Fiscal Years End on January 31 of Following Year 1987 1986 1985

| Funds Provided:
Earnings Before Extraordinary llem and Cumulative Effect of a Change in

Accounting Principle & 55954 $ 55104 $ 59,714
Charges Not Requiring Funds:
Depreciation 38,546 30,474 21,759
Deferred Income Taxes B,363 5,165 2,386
Funds From Operations Before Extraordinary ltem and Cumulative Effect of a
Change in Accounting Principle 102,863 80,743 83,859
Extraordinary llem Net of Tax — {2,885) -
Cumulative Effect on Prior Years of a Change in Accounting for Income Taxes 5,226 — -
Funds From Operations 108,089 87,858 83,859
Long-Term Debt Borrowings 45,793 9,556 100,908
Disposals of Fixed Assets 7,168 4294 1,684
Sale of Capital Stock — 83,039 —
Stock Issued to ESOP 34,600 11,598 18,776
Tax Benefit of ESOP Dividend — 1,039 721
Stock Options Exercised 129 917 13
Other 4,236 3,823 (6,438)
Total Funds Provided $200,015 $202,124 $199,523
Funds Applied:
Cash Dividends $ 17,040 $ 15597 $ 13199
Fixed Assels Acquired 102,479 139,385 136,809
Current Maturities and Repayment of Long-Term Debt 12,551 40, 488 9,487
Stack Purchased for ESOP Contribution 34,600 — -
Stock Purchased for Treasury 2,367 - -
Stock Retirement - 54 -
Total Funds Applied 169,037 195,524 159,495
Increase in Working Capital § 30,978 § 6,600 $ 40,028
Changes in Working Capital Components:
{ ) = Decyease in Working Capital

Accounts Receivable — Nel $ (761) $ (8910 $ 30284
Merchandise Imenlory i 54,092 64,875
Deferred Income Taxes 9,472 - -
Other Current Assets (2.717) 3,329 4,134
Current Malurities of Long-Term Debt {(1,772) (1,229) {1.590)
Short-Term Borrowings (240) - -
Accounts Payable 6,171 4 808 (43,065)
Employee Retirement Plans 19,204 (746) (2,236)
Accrued Salaries and Wages (1,368) (744) 1,394
Other Current Liabilities 3,402 (7.723) (16,754)
Working Capital Changes Before Cash * 37,102 43,771 37,042
Increase (Decrease) in Cash * (6,124) (37,177) 2,986
Cash,” Beginning of Year 50,013 87,190 84,204
Cash,” End of Year § 43,889 $ 50,013 $ 87,190

“Cash and ahadl lerm unesiments
SE\!'ECEJ]W&.I‘I:.IHD noles ta congobdaled inancil statements
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Management Analysis: Lowe’s Financial Strategies

Statement of Changes in Financial Position
The financing of Lowe’s strategic direction can be understood through an examination ol the ways we raise and
allocate funds. Our smement of changes in Lowe's financial position gives us an opportunity to discuss financial

strategies and analyze trends.

The upper section of the statement identifies the sources of our funds. For a discussion of Lowe’s 1987 eamnings,

see page 26.
| Sources of Funds
DipRars & Millions
200 — —
100.8 8.0 458
150- = 108.1
83.9 o
100— ara
5.0 ——l
46.1
2.7
14.7
1985 1986 1987

m Other lj Operations
[ pent [ | Equity

Total funds provided has maintained a relatively constant
level [or the past three years, but sources of those funds have
varied considerably. As illustrated by the Sources of Funds
graph (left), in 1985 we used $101 million in long-term
borrowings to augment funds [rom operarions, but in 1986
we restrained long-term borrowings to $10 million and chose
instead to issue stock which provided funds of $83 million
In 1987 we experienced a $20 million increase in funds
from operations and reduced capital spending by $37 million,
so additional long-term borrowings of $46 million were
sulfficient for our needs

Funds from operations rose an impressive 23% including
the eflect of an accounting principle change, finishing the
year at $108 million, the highest level ever reported by our
company. This improvement is the single most significant
change in the sources of Lowe’s funds, because it represents
the first fruits of our energetic investment in expansion.
The graph of Lowe's Expansion Suategy (facing page) shows
the relationship berween the implementation of expansion
programs and the growth of funds from operations. In 1987,
for the first time since 1984, funds from operations surpassed
the amount required to finance all of the year's fixed
asset acquisitions.

In 1987 we paid $17 million in cash dividends, nearly
equal to the amount of Lowe's entire net earnings reported in
1981. Dividends per share increased to 43 cents. Over the
past two years, dividends have achieved a compound growth
rate of 14%.

f"}.‘_i. we conunue o use di\"E]"_iﬂ means to ﬁ.-c].'li Ieve co [TJEI rane
growth objectives, our lixed asset acquisition pattern will
vary from yearto year. In 1987 Lowe's lixed asset acquisitions

totalled $37 million less than in 1986, while still exceeding the fixed asset outlay for any single year prior to the 1985
expansion program. Lowe’s has invested 21% more in property and other fixed assets since the beginning of fiscal
1985 than the combined total from the other 23 years of our corporate history.

Working capital components are the dynamic elements of current assets and liabilities which are employed as
necessary to generate sales and profits. Lowe’s management of these elements for maximum efficiency and profitability
is evaluated in the balance sheet management section which follows our analysis of the earmnings statement.

24A



| Expansion Strategy
Long-Term Funding Implications
Dollars in Millions
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Consolidated Statements

of Current and Retained Earnings

Lowe's Companies, Inc. and Subsidiary Companies

Dodtars in Thousands, Except Per Share Data Fiscal 9 Fiscal (Y Fiscal 7
Fiscal Years End on January 31 of Following Year 1987 Sales 1986 Sales 1985 Sales
| Current Earnings
Net Sales $2,442,177 100.0% $2,283,480 100.0% $2,072,569 100.0%
Cost of Sales 1,858,240 76.1 1,724,370 75.5 1,560,373 75.3
Gross Margin 583,037 239 559,110 245 512,196 24.7
Expenses:
Selling, General and Administrative 403672 165 382,812 16.8 343346 166
Depreciation 38,546 1.6 30,474 1.3 21,759 1.0
Employee Retirement Plans pots 7) 21,700 9 23,950 1.1 22,719 1.0
Interest puate 12) 19,474 .8 13,748 B 11,507 B
Store Closings (ot 13) 9,758 4 — —
Total Expenses 493,150 20.2 450,984 19.8 399,331 19.2
Pre-Tax Earnings Before
Extraordinary Item and
Cumulative Effect of a
Change in Accounting
Principle 90,787 3.7 108,126 4.7 112,865 5.5
Income Tax Provision (ot 6) 34,833 1.4 53,022 23 53,151 26
Earnings Before Extraordinary
item and Cumulative Effect
of a Change in Accounting
Principle 55,954 23 55,104 2.4 59,714 2.9
Extraordinary llem:
Debt Retirement Net of
Taxes of $2,798 o 5) - (2,885) (1) -
Cumulative Effect on Prior Years of
a Change in Accounting for
Income Taxes (ot §) 5,226 2 — -
Net Eamings $§ 61,180 2.5% $ 52,219 2.3% § 59,714 2.9%
Shares Outstanding —
Weighted Average 39,719 39,029 36,509
Earnings Per Share:
Before Extraordinary Item
and Cumulative Effect of a
Change in Accounting
Principle $ 1.41 $ 1.41 5 1.64
Effect of Extraordinary ltem - (.07) -
Cumulative Effect on Prior Years of
a Change in Accounting for
Income Taxes 13 — -
Eamnings Per Share $ 1.54 5 1.34 s 1.64
Retained Earnings iotes 5and 8 Per Per Per
Balance at Beginning __ Amount  Share __Amount  Share Amount  Share
of Year $ 344,274 $ 306,613 $ 259,377
Nel Earnings 61,180 § 1.54 52,219 §1.34 59714 %164
Cash Dividends (otes 5 and 8) (17,.040) & (43) (15,597) (.40) (13,199)  (.36)
Tax Benefit of ESOP Dividend (ot &) - 1039 § 03 721 § 02
Balance at End of Year $ 388,414 $ 344,274 $ 306,613

Bae ACCOMEdying noles o consolcaled fnancial stalements
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Management Analysis: Lowe’s Financial Strategies

Earnings Statement

Sales growth brings eamnings growth, and in 1987 Lowe's sales grew $159 million. Sales have increased at a
compound rate of 86% over the past two years, and we are pleased to report that most of the growth has come from
new and retrofitted stores. Almost a third of Lowe's stores are either new or have undergone major renovation and
expansion since the beginning of 1985. As shown by the graph on the [acing page, this group of 94 stores is responsible
for 96% of our two-year $370 million sales increase. By the end of 1988, we will have added another 37 stores to this
dynamic group of “new or improved " stores. Our sales results confirm our belief that strategic internal expansion
leads to greater sales and eamings potential. Another way to analyze our sales growth is by reviewing our three
businesses in the chart below:.

Our gross margin for fiscal 1987 increased $25 million, but decreased approximately 6% of sales. A major factor
in the decline was our decision to subtract certain buying costs from sales before calculating the gross margin, in
order to maintain consistency between our financial accounting and our tax accounting, This accounting change was
responsible for a margin decline of .2%.

Inflation in some of our product categories is revealed by an adjustment from FIFO to LIFO margin. The swing between
last year's LIFO credit of .1% and this year's LIFO charge of .2% accounts for most of the remaining margin decrease
Selling, general, and administrative expenses for fiscal
[ Sales Analysis: Lowe's Three Businesses 1987 increased only 5.4% over 1986, the smallest percentage

Diodtars in Millians increase in this decade. We are proud ol our success at

controlling costs even under the budget stress of continuing

2500 — expansion and renovation. SG&A did benefit from the
same reclassification of buying costs which had a downward
impact on margin, but that benefit of 3% could be con-
- 336 ) sidered as having an impact on this year's expenses similar
_ to the nenrecurring credit received last year from the
2000 — —§ 1030 sertlement of a plywood antitrust suit.
827 Depreciation increased 26% in 1987, compared with
a 40% increase in 1986; Depreciation is related to Lowe's
— | B fixed assets, which grew 11% in 1987 and have reflected a
compound growth rate of 20% over the last two years.

Contributions to the Employee Stock Ownership Plan
as a percentage of eligible employee compensation remained
at 13% in 1987. However, the cost of our employee benefits
o | ' decreased by $2.25 million. One contributing factor was
the legislative repeal of PAYSOP the payroll-based tax
1000 — i — 1067 credit employee stock ownership plan, as of January 1, 1987

973 1020 L < Another factor was a decline in Lowe’s eligible employee
' compensation base for ESOF, which was due to store
closings. Also, the bylaws for Lowe's ESOP were amended
| torequire alonger period of employment before admission
500 —— - L to the plan.

Interest expenses for fiscal 1987 rose by $5.7 million,

_ reflecting an increase in average debt outstanding during
ol , the year Whereas in 1986 our April stock offering satisfied
. . - a large part of our seasonal need for working capital, in

N = o
— _-_——n—ll 1987 we supplied those requirements through the sale of

1500 i

1985 1986 1987 commercial paper, which incurred short-term interest. An
: additional $46 million in long-term debt was also acquired
D B Ceraay l_| Hama Bantee during the year We were required to capitalize less of
I_J Consumer Durables our interest in 1987 than in 1986 because we had less

construction in progress.
Store closing expenses of $9.76 million include accruals

for all expenses directly related to the December 1987 closing of 16 unprofitable stores, 13 in Texas and one each in
Georgia, Oklahoma, and South Carolina.
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| Sources of Sales Growth

Dollars in Millions 1987
Total Sales

$2442

94 New & Retrofitted
Stores Accounted for
96% of Two Year Sales
Increase

1985
Total Sales
$2,073

201 Other
Stores Accounted
for Remaining 4%
of Sales Increase

Note: Since February 1, 1985, there have been 58 new stores constructed, and 36 retrofits and relocations
have been completed.

Lowe's income tax provision shows a remarkable $18 million decrease for fiscal 1987, auributable to a change in an
accounting principle, increased investment tax credits, and changes in our effective income tax rate.

We elected to adopt Statement of Financial Accounting Standards No, 96 (SFAS No. 96), which provided for
implementation of a lower tax rate in accounting for deferred taxes, Since we did not elect to restate financial statements
from prior years, the $5.2 million cumulative effect of SFAS No. 96 appears in fiscal 1987.

Also changed by SFAS No. 96 is the tax benefit which results from Lowe's paying ESOP dividends. Under previous
accounting standards, this benefit appeared as a direct credit to retained eamnings. Beginning in 1987 it is reflected as
a reduction of income tax expense In fiscal 1987 it reduced our income tax provision by $1.1 million.

Investment tax credits for 1987 resulted in an income tax reduction of $1.9 million. These credits were recorded
in 1987 by applying transitional rules issued by the Internal Revenue Service in 1987.

Excluding the credits discussed above, Lowe’s effective combined federal and state 1ax rate for 1987 was 42.17%,
down 7.15% from last year'’s 49.32%. The decrease was primarily due to the lowering of the federal tax rate from 46%
to 34% in mid-1987. The result was an effective rate of 39% for 1987.
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Consolidated Balance Sheets

Lowe's Campanies, Inc. and Subsidiary Companies
Dallars in Thousands

January 31,
1988 O 1987 Do 1986 LT}
| Assets
Current Assels:
Cash and Short-Term Invesiments pate 12} § 43889 4. 3% $ 50,013 5.2% § 87,190 10.2%
Accounts Receivable — Net ot 12) 117.932 11.5 118,693 12.2 127,603 14.9
Merchandise Inventory (Nate 2) 373846 364 368,135 380 313,143 366
Deferred Income Taxes (Note &) 9,472 9 - -
Other Current Assels 7,325 i 10,042 1.0 6,713 i
Total Current Assets 552,464 53.8 546,883 56.4 534,649 62.4
Property, Less Accumulated
Depreciation (tates 3 and 5) 453,008 4441 413220 426 308,603  36.0
Other Assels 21,857 21 9,116 1.0 12,939 1.6
Total Assets $1,027,329 100.0% $069,219 100.0% $856,191 100.0%
Liabilities and Shareholders’ Equity
Current Liabilities:
Current Maturities of
LongTerm Debt (nate 5) $ 11674 1.1% § 9902 1.004 ¥ 8673 1.0%
Short-Term Notes Payable 240 - —
Accounts Payable 157,089 15.3 163,260  16.8 168,068 19.6
Employee Retirement Plans ote 7) 3,767 A4 22971 24 22,225 26
Accrued Salaries and Wages 15,370 1.5 14,002 1.4 13,258 1.5
Other Current Liabilities 43,766 43 47 168 49 39,445 4.7
Total Current Liabilities 231,906 22.6 257,303 26.5 251,669 29.4
Long-Term Debt, Excluding Current
Maturities (uate 5) 186,219 18.1 162,977 15.8 183908 215
Deferred Income Taxes (Note &) 26,768 26 18,405 1.9 13,240 1.5
Total Liabilities 444893 433 428,685 44.2 448,818 524
Commitments, Contingencies
and Litigation uate 1) - — -
Shareholders’ Equity (ox &
Commaon Stock — $50 Par Value;
Issued and Outstanding:
1988 39497950
1987 39624025
1986 37082448 19,815 1.9 19,812 20 18,541 2.2
Capital in Excess of Par 176,574 17.2 176,448 18.2 82,219 96
Retained Earmnings 388,414 a8 4274 356 306,613 358
584,803 56.9 540,534 55.8 407,373 476
Less Treasury Stock of
132,100 Shares at Cosi 2,367 2 — -
Total Shareholders’ Equity 582,436 56.7 540,534 55.8 407,373 476
Total Liabilities and
Shareholders’ Equity $1,027,329 100.0% $969,219 100.0% $856,191 100.0%

Ses pocompanying noles ko consohdatad linancial slalsments.



Management Analysis: Lowe’s Financial Strategies

Balance Sheet

Lowe’s year-end balance sheet provides a financial snapshot of our company, reflecting the relationship between
asset components and asset financing as it stands on the last day of the fiscal year However, cash moves continually
through the various components of a balance sheet like blood moves through the body’s circulatory system. A single
snapshot, therefore, cannot fully reveal how we manage Lowe’s cash stream for maximum corporate health and growth.

A large portion of Lowe's assets is invested in a sort of circulatory system driven by sales. We invest cash in inventory
which, when sold to retail customers, returns to cash, but when sold to contractors first goes into accounts receivable
which when paid converts back into cash. The shorter the period required for assets to complete this cycle, the more
vigorous our corporate cash stream and the less investment required for working capital.

As represented on the balance sheet, inventory is valued using the LIFO accounting method. However, the FIFO
method better represents current market values, so we use FIFO for some internal evaluations. In 1987, the average time
spent in FIFO inventory (year-end inventory divided by the average daily FIFO cost of sales) was less than 79 days,
the best level in six years, Another contributor to the greater efficiency of our cash cycle is increased supplier financing
of our inventory, which was even higher in 1987 than the 38% average we have achieved over the past three years
(based on inventory and accounts payable quarnterly averages).

Accounts receivable are generated by Lowe's credit offerings to professional builders, which give us a competitive
advantage in the marketplace. To speed up Lowe's cash cycle, the average time spent by sales in accounts receivable
can be shortened in a couple of different ways. One way is to manage receivables more efficiently. In 1987, days
receivable for contractor sales (ending net accounts receivable divided by average daily sales for the fourth quarter)
were 50 days, the best result in more than a decade. Another way to lessen the relative investment in receivables is o
increase cash sales at a faster rate than sales on credit. In 1987, we did this by increasing retail sales by 9% while
contractor sales increased 5%.

Net fixed assets consist of property and equipment minus accumulated depreciation. These assets have increased
132% since the beginning of 1985, as we increased our total number of stores from 248 to 295, In 1987, fixed assets
were acquired at a cost of $102 million. When fixed assets are represented as a percent of total assets, we see the
dramatic change from 308% at the start of 1985 to 44.1% by the end of fiscal 1987.

The financing of Lowe's assets is accomplished through the structure and management of liabilities and shareholders’
equity. The most important components are accounts payable, long-term debt, and shareholders’ equity.

The balance sheet snapshot of Lowe's accounts payable shows a decline of 4% from $163 million last year to $157
million at the end of 1987. But while sales rose slightly in the fourth quarter, purchases actually decreased by 8%
during the period. Lowe’s suppliers were bearing the cost of financing 44 days of purchases for the fourth quarter of 1987,
compared with 42 days in 1986.

From 1985 to 1986, our debt decreased from 23% to 17% of total assets due to the early retirement of $30 million
of long-term debt coupled with the sale of $83 million of common stock. Accordingly, shareholders’ equity increased
from 48% to 56% of ol assers.

To outstanding debt of $163 million at the start of 1987, we added $46 million and retired $11 million as normal
payment on the principal of other long-term debt. At the close of fiscal 1987 our debt stood at $198 million or 19.3% of
total assets. Shareholders’ equity increased only slightly in 1987 1o 57% of wial assets.

The remaining liabilities, which funded 10% of Lowe's assets for the previous two years and 83% in 1987, represent
various obligations including current and deferred income taxes, ESOP, and other liabilities and accruals, Because of
the value perceived in recent Lowe’s equity prices, a portion of the 1987 ESOP contribution in the amount of $17 million
was funded. This reduced current liabilities by 1.7% of total assets.

The “commitments, contingencies, and litigations” line of our balance sheet refers o outstanding purchase
commitments. Lowe’s is committed to invest approximately $22.3 million for land, building, and store facilities
construction, and $1.1 million for equipment.
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Notes to Consolidated Financial Statements

Lowe's Companies, Inc. and Subsidiary Companies
Fiscal Years Ended January 31, Y988, 1987 and 1986

| Note 1, Summary of Significant Accounting Policies:

The Company is a specialty retailer in the building contractor business, the consumer durables business, and the
do-it-yourself home center business. Below are those policies considered particularly significant.

Subsidiaries and Principles of Consolidation — The consolidated financial statements include the accounis of the
Company and its subsidiaries, all of which are wholly owned. All material intercompany accounts and transactions have
been eliminated.

Short-Term Investments — The Company has a cash management program which provides for the investment of excess
cash balances in short-term instruments which generally mature within 30 days. These investments are stated at cost
which approximates market. Interest is accrued when earned.

Accounts Receivable — Allowance for doubtful accounts is based on historical experience and a review of existing
receivables. Installment receivables arising from consumer sales are sold, without recourse, to an outside finance company.

Merchandise Inventory — Inventory is stated at the lower of cost or market. Cost is determined using the last-in, first-out
(LIFO) method. The Company includes in inventory cost the administrative, warehousing, and other costs directly associated
with buying, distributing and maintaining the inventory in a condition for resale.

Property and Depreciation — Property is recorded at cost. Costs associated with major additions are capitalized and
depreciated. Upon disposal, cost of properties and related accumulated depreciation are removed from the accounts with
gains and losses reflected in earnings.

The provision for depreciation is based generally on accelerated methods for assets placed in service before January 1,
1981; subsequent additions are depreciated on the straight-line method.

Leases — Assets under capital leases are amortized in accordance with the Company’s normal depreciation policy for
owned assets. The charge to earnings resulting from amortization of these assets is included in depreciation expense in the
consolidated financial smtements.

Income Taxes — Income taxes are provided on pre-tax earnings as reported in the consolidated financial statements.
Deferred income taxes result from temporary differences between pre-tax eamings reported in the consolidated financial
staternents and taxable income. Investment tax credits were accounted for as a reduction of income tax expense in the
year in which the credits were utilized (the flow-through method). The Company changed its method of accounting for
income taxes in Fiscal 1987 to apply the provisions of Statement of Financial Accounting Standards No. 96 (SFAS No. 96),
Accounting for Income Taxes which was issued in December 1987. As allowed by SFAS No. 96, the Company did not
restate years prior to Fiscal 1987 and, accordingly, the cumulative effect of the accounting change on prior years is included
in Fiscal 1987 eamnings (Note 6). Fiscal 1987 quarterly eamings data has been restated to reflect adoption of SFAS No. 96
as of the beginning of the year

Employee Retirement Plans — Since 1957 the Company has mainmined benefit plans for its employees as described in
Note 7. The plans are funded annually.

Interest Costs — Interest costs associated with new store construction are capitalized and charged to earnings over the
lives of the relared assets.

Earnings Per Share — Eamings per share are calculated on the weighted average shares of common stock and dilurive
common stock equivalents outstanding each year

| Note 2, Merchandise Inventory:

The Company uses the LIFO method to determine inventory costs. If the first-in, first-out (FIFO) method had been used,
inventories would have been $25.6 million, $21 8 million and $24.7 million higher at January 31, 1988, 1987 and 1986,
respectively. Under FIFO, net eamings would have increased $2.2 million or 6 cents per share in Fiscal 1987, and decreased
£1.5 million or 4 cents per share in Fiscal 1986 and $1.7 million or 5 cents per share in Fiscal 1985.

| Note 3, Property and Accumulated Depreciation:

Property is summarized below by major class with estimated lives in years as follows: buildings, 20 to 30; store and
office equipment, 3 to 10; and leasehold improvements, generally over the remaining life of the lease.

Net property includes $27.0 million, $22.4 million, and $16.8 million in assets under capital leases for Fiscal 1987, 1986
and 1985, respectively.
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January 31,

1988 1987 1986
Dallars in Thowsands
Cost:
Land % 87439 & 77595 5 61402
Buildings 285477 258,559 189,408
Store and Office Equipment 185,046 165,838 131,202
Leasehold Improvements 29,553 28,097 27.959
Total Cost 587,515 530,089 409,971
Accumulated Depreciation {134.507) {116,869) (101,368)
Net Property (Nate 10) $453.008 413,220 $308,603

| Note 4, Short-Term Borrowings and Lines of Credit:
The Company has agreements with a group of banks which provide for short-term unsecured borrowings of up to
%50 million with interest at the lower of prime or bank transaction rate, none of which were outstanding at January 31, 1988,

1987 or 1986.

In addition, several banks have extended to the Company $90 million of lines of credit for the purpose of issuing letters
of credit and bankers' acceptances or other short-term borrowings.

The following relates to aggregate short-term borrowing from the Company’s commercial paper and from banks in

Fiscal 1987, 1986 and 1985:

Fiscal 1987 Fiscal 1986 Fiscal 1985
Dollars in Thousands
Maximum Amount Outstanding at Any Month-End £89,000 $15,000 $29.900
Average Amoun! Outstanding (Based on Weighted Daily Average) 362,523 & 2973 51475
Weighted Average Interest Rate During the Year (Ratio of Actual Inferest

Expense to Average Amount Outstanding) 6.9% 6.6% 9.3%

| Note 5, Long-Term Debt:
Debt Interest Rates Year of st 6
Category January 31, 1988 Maturity 1988 1987 1986
Dollars in Thousands
Secured Debt 1:
Insurance Company Notes 6.75% fo 2% 1958 F 12739 s 15,795 % 17624
Bank Noles 7% to 12% 1994 352 483 B3z
Industrial Revenue Bonds % to 10.625% 2014 2,570 2,720 2,865
Industrial Revenue Bonds 64% fo 77% of Prime 1998 6,173 7,007 7,799
Other Nales 2.0% to 10% 2004 2.068 1,395 1,652
Unsecured Debt:
Insurance Company Notes2 8.25% to 12.75% 1994 36,000 38,100 40,200
Industrial Revenue Bonds 62% to 63% of Prime 2000 17,245 17,245 17,400
Industrial Revenue Bonds? 54% 2005 11,700 11,700 11,700
Unsecured Nofes 11.5% 1995 44,863 44,843 74,707
Bank Notes 2 6.3% to 64% 1954 34,600 - -
Capital Leases (Nats 10) 5.74% to 15.98% 2018 29,582 23,581 17,803
Total Long-Term Debt 197,893 162,879 192,582
Less Currant Maturities 11,674 9,902 8,673
Long-Term Debt, Excluding Current Maturities $186,219 £152,977 $183,909

The Company, in a public offering on April 1, 1985, issued $75 million of 11.5% unsecured notes at a discount of .426%.
The discount and issuance costs are being amortized over the life of the indebtedness. In January 1987, the Company
accelerated the retirement of $30 million of this debr and, as a result, incurred $5.7 million of early retirement costs which
reduced Fiscal 1986 eamings by 7 cents per share. These early retirement costs are shown net of related income tax effects as
an extraordinary item in the accompanying consolidated statement of current and retained eamings for Fiscal 1986. The
remaining notes may be redeemed in whole or in part, without penalty, by the Company at any time after April 1, 1992
at the principal amount and accrued interest to the date fixed for redemption. The notes are governed by an indenture which,
among other things, places cermain restrictions on the issuance or guarantee of additional indebtedness.
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Debt maturities, exclusive of capital leases (see Note 10), for the next five fiscal years are as follows (in millions): 1988,
$7.2: 19809, $7.5: 1990, $59; 1991, $160; 1992, 515.1.

1 Resl properlies pleaged ks colateral for secured debt had ref book values, in milkons, al January 31, 1988, as follows: Insurance company nides — FA30; mank noles — $1.3; industrial revenue bonds — S120; and olher
ks — S0 I adoition. $2.2 milion of unexpended induskial ievenue Band procesds & included in other asseds in Ihe accomparnying financial sidements and are restricied lor acquisition of capkal assets o repayment of
[Pve dhesil.

# The unsecured bank loars were oblained for the purpose of acquinng the Compamy™s common siock for contribulion ka the ESOP Thess laens and the insurance company noles rquing Bat cerain inancial conditions e
manisines, restrict othar borowings, and limi the paymen of dividenda. ASer ghving etiect lo the most resinciive provesions, sppranimately $154.1 million of consobdated rotained eanings is aadable lor payment ol dhidends.

2 The Company isseed notes 10 secune $TLT milion of Beafing rale monthly demand mdusinal revermig bonds in Fiscsl 1965 The meresd rales 26 tied (o an inberes! inde based on compdarabie secunties aced ai par @nd olher
pertinent firancial markst rates. With certain restrictians, th honds can be comvered ko a thed inbenest rate based on a liced inlerest index at (he Company's aplion.

I Note ﬁ, Income Taxes: Fiscal 1987 Fiscal 1986 Fiscal 1985
Fiscal Years End on January 31 of Following Year Amount g Amount O Amount O
Dollars in Thousands: Statutory Rate Reconciliation

Before Extraordinany em and Cumulative Effect of
a Ghange In Accounting Principie:

Income Before Income Taxes 590,787 100.0%% 5108,126 100.0% £112,865 100.0%
Federal Income Tax at Stalutory Rale 35,407 390 49 738 46.0 51,918 46.0
Slate Income Taxes — Net of Federal Tax Benefil 3.323 ar 3,739 34 3,674 a3
Imvesiment Tax Cradits {1,816) 2.1 {306) (.3 (2,552) 23
Targeted Jobs Tax Credits {401) (.4) - -

Effect of ESOP Dividend Pass Through (1,134) (1.2) - —

Other (446) {.5) (144) (.1} m 1

Total Tax Provision Before Extracrdinary Item
and Cumulative Effect of a Change in

Accounting Principle 34,833 38.4 53,022 48.0 53,151 471
Extraordinary ltem - (2,798) 492 —
Cumulative Effect on Prior Years ol a Change in

Accounting for Income Taxes {5,226) (5.8 - =
Total Income Tax Provision $29.607 32.6% & 50,224 49,0% 5 53,1, 47 1%

ang'_h_n'_i_nfg of Income Tax Provision

Before Extraordinary Mem and Cumulative Effect of
a Change in Accounting Principle:

Current

Federal 525674 B6, 7% & 41517 B2.7% $ 44325 B3 .40
Slate 5,042 17.0 6,240 126 6,440 121

Total Current 30,716 103.7 47,857 95.3 50,765 95.5

Deferred

Federal 3,563 121 4,582 8.1 2023 3.4

State 554 14 583 12 363 R

Total Deferred 4,117 14.0 5,165 10.3 2,386 4.5

Total Tax Provision Before Extraordinary lem
and Cumulative EHect of a Change in

Accounting Principle 34,833 17.7 53,022 105.6 53,151 100.0
Extraordinary ltem:
Current - (2.798) (5.6) -
Cumulative Effect on Prior Years of a Change in
Accounting for Income Taxes (5,226) (17.n - —
Total Tax Provision 529,607 100.0% § bD,224 100.0% & 53,151 100.0%

The principal effect of adopting SFAS 96 in 1987 resulted from using lower current effective tax rates (Tax Reform Act
of 1986) 1o provide deferred taxes on temporary differences between accounting and taxable income arising in the current
year along with the effects of accumulations in prior years. Since the Company did not elect to restate prior years' financial
statermnents, the cumulative effect on prior years of the change in accounting principle of $5.2 million has been reflected in
Fiscal 1987,

SFAS 96 also provides that the tax benefit resulting from a pass through in cash of ESOP dividends to employee-
shareholders shall be reflected as a reduction of income tax expense ($1.134 million in Fiscal 1987) rather than as a direct
credit to retained earnings ($1.039 million in Fiscal 1986 and $721 thousand in Fiscal 1985) as required under previous
accounting standards.

Deferred income taxes arise principally from the temporary differences between financial reporting and income tax
reporting of depreciation, store closing costs, and cerain other accrued expenses.
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The Company’s consolidated federal income tax returns for Fiscal 1981 through Fiscal 1984 have been examined by the
Internal Revenue Service, a routine occurrence for companies of Lowe's size. Collectively, the Internal Revenue Service's proposed
adjustments, if settled as proposed, would not materially affect the Company’s consolidated financial statements.

| Note 7, Employee Retirement Plans:

As of April 1, 1987 the Lowe's Companies Profit-Sharing Plan and Trust (PSP&T), to which contributions were discontinued
effective December 31, 1977, was merged into the Employee Stock Ownership Plan (ESOP), The merger had no effect on
the vested benefits or termination rights of the members of either the PSP&T or the ESOP. The Company's contribution to
the ESOP is approved annually by the Board of Directors. For Fiscal 1987, 1986 and 1985, respectively, the Board authorized
contributions of 13%, 13% and 14% of eligible compensation. In addition, the ESOP included a tax credit employee stock
ownership plan which was fully funded by federal income tax credits of $592 thousand and $586 thousand in Fiscal 1986
and 1985, respectively. This credit was legislatively repealed as of January 1, 1987.

On October 10, 1985, the Company issued 833,373 common shares with an aggregate market value of $188 million 0
the ESOP as part of the Company’s Fiscal 1984 contribution. On May 15, 1986, the Company issued 300,000 shares of
common stock with an aggregate market value of $11.6 million to the ESOP as part of the Company’s Fiscal 1985 contribution
(Note 8). During Fiscal 1987, the Company instituted a program of planned, open market purchases of shares of its own
common stock. Between June 1987 and October 1987, as part of the Company's Fiscal 1986 contribution, 656,748 shares
at a cost of $17.6 million were purchased and simultaneously contributed to the ESOP. Purchases toward funding a portion
of the Company’s Fiscal 1987 ESOP contribution began in October 1987, As of January 31, 1988, 950,418 shares at a cost
of $17.0 million had been purchased and contributed to the ESOP as a prefunding of the Fiscal 1987 contribution. At
January 31, 1988, the Employee Stock Ownership Trust held approximately 24% of the outstanding stock of the Company
and was its largest shareholder.

The Employee Savings and Investment Plan was established during Fiscal 1984. Annually, the Board of Directors
approves contributions to this plan based upon a matching formula applied to employee contributions. The annual cost
for this plan for Fiscal years 1987, 1986 and 1985 was 519, $1.7 and $1.5 million, respectively.

| Note 8, Shareholders’ Equity:

Authorized shares of common stock were 120 million at January 31, 1988, 1987 and 1986,

On April 25, 1986, the Company sold 2.2 million shares of common stock. The net proceeds of $83 million were added
to the general funds of the Company and were used to finance the land, buildings and equipment for new and certain
existing stores and to fund working capital.

In December 1987, the Board of Directors approved a $50 million treasury stock program in which the Company’s
common stock is to be repurchased in the open market. Stock repurchased under this program will be held in the treasury
for future needs of the Company. Treasury stock is reflected as such in the balance sheet. At January 31, 1988, 132,100
shares had been purchased at a cost of $2.4 million or an average of $17.91 per share. The Special Commirttee of the Board
of Directors directs management regarding this repurchase program including guidance as to purchase price and approval
for the span of time needed to consummate the repurchase

Transactions affecting the shareholders’ equity section of the consolidated balance sheets are summarized as follows:

In Thousands Shares Dollars in Thousands Shareholders’ Equily
Capital in
Issued and Common Excess of Retained Treasury Total
Outstanding Stock Par Value Earnings Stock Equity
Balance January 31, 1985 36,248 $18,124 $ 63,847 $259,377 $341,348
Shares Issued lo ESOP 833 ar 18,350 - 18,776
Wet Eamnings = - - 59,714 59,714
Cash Dividends - - - {13,199) (13,139)
Tax Benelit of ESOP Dividend Deduction - - = [ird 1
Stock Options Exercised (Note 9) 1 - 13 - 13
Balance January 31, 1986 37,082 18,541 82,219 306,613 407,373
Sale of Stock 2.200 1,100 £1.839 - 83,039
Shares Issued to ESOP 300 150 11,448 - 11.588
Net Eamnings - - - 52,219 52.219
Cash Dividends - - — (15,597) (15.597)
Tax Benefit of ESOP Dividend Deduction - - - 1,039 1,039
Stock Options Exercised (Nole 9) 43 22 895 — a7
Shares Retired (1) (1) (53) - (54)
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Balance January 31, 1987 39.624 19,812 176,448 344,274 540,534

Wet Eamings - — - 61,180 61,180
Cash Dividends = - — (17,040 (17,040
Stock Options Exercised (Nate 9) fi 3 126 - 124
Treasury Stock Purchases (132) - - - § (2.367) (2.367)
Balance January 31, 1968 39,498 §19.815 $176.574 5$388,414 5(2,367) $582,436

The Company has 5 million authorized shares of preferred stock (55 par), none of which have been issued. The preferred
stock may be issued by the Board of Directors (without action by the stockholders) in one or more series, having such
voting rights, dividend and liquidation preference and such conversion and other rights as may be designated by the Board
of Directors at the time of issuance of the prelerred shares.

| Note 9, Stock Options:

During Fiscal 1985, shareholders approved a stock option plan under which incentive or non-qualified stock options
may be granted to key employees of the Company; one million common shares were reserved for option purposes. Options
granted are exercisable from date of grant through expiration dates which range from 1991 through 1993,

Option inlormation is summarized as {ollows:

Option price

Shares Per share Total

Doliars in Thousands, Except Per Share Data
DOutstanding January 31, 1985 - - —
Granted 220,250 §21.375 to 823.375 54,708
Exarcised 600 21,375 13
Outstanding January 31, 1986 219,650 21.375 to 23.375 4,696
Canceflad or Expired 12.450 21,375 287
Exercised 42 890 21.375 a7
Dutstanding January 31, 1987 163,310 21.375 to 23.375 3,492
Granted® 223,350 16.25 3,780
Cancelled or Expired 20,500 162510 21,375 518
Exercisad 6,025 21,375 129
Dutstanding January 31, 1988 360,135 $16.25 to $23.375 $6,625

*Duiting Fscal 1967, tha Cormpary made three grants with [he agoregale number of shares granied under sach of the sacond Bnd thin grants Bssued 33 sutrshlubons beng sgus o .;I"K‘.I replacng e2ch preceding grard adused for
foeleibunes and cancelations.

| Note 10, Leases:
The future minimum rental payments required under capirtal and operating leases having initial or remaining
noncancellable lease terms in excess of one year are summarized as follows

Operating Leases o e B

Fiscal Year Real Estate Equipment Real Estate Equipment Total
Dotars in Thousands
1988 £ 2702 £613 5 1.066 § 6293 $ 10,674
1989 2424 210 1,066 6,012 a9,712
1990 2,194 49 1,066 5,628 8437
1991 1,955 - 1,066 4 387 7408
1992 1,817 - 1,058 2,264 5139
Later years 5313 - 22810 826 28.949
Total Minimum Lease Payments 516,405 S872 528,132 525,410 $70,819
Total Minimum Capital Lease Paymants £ 53542
Less Amound Representing Intenest 23.951}_
Present Value of Minimum Lease Payments 29,582
Less Current Maturities 4_.11-51 . -
Present Value of Minimum Lease

Payments, Less Current Maturities 25,1

Rental expenses under operating leases for real estate and equipment were $6.6 million, $6.8 million and $66 million in
Fiscal 1987, 1986, and 1985, respectively.
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| Note 11, Commitments, Contingencies and Litigation:
The Company had purchase commitments at January 31, 1988 of approximately $22.3 million for land, buildings and

construction of facilities, and $1.1 million for equipment.
The Company is defendant in various lawsuits incurred in the normal course of business. There is no material lirigation

pending not covered by insurance.

| Note 12, Other Information:
The allowance for doubtful accounts, which is nerted with accounts receivable in the consolidated balance sheets, is

summarized as follows:
Years Ended January 31, 1988 19487 1986

Dodars i Thousands
Allowance for Doubtul Accounts:

Balance Beginning of Year & 4327 § 4,531 5 4182
Additions Charged to Expenses 5.8ar 5,135 4,504
Deductions for Accounts Charged Off (6.372) (5,339) (4,225)
Balance End of Year § 3,852 § 4,327 5 4,531
Interest expense is comprised of the following:

Years Ended January 31, 1988 1987 1986
Duofars in Thousands

Long-Term Dbt £ 18,634 § 19,691 £17,138
Short-Term Dabt 4312 202 137
Amortization of Loan Cosls 110 158 122
Shorl-Term Interest Income (1.779) (2,634) (2.711)
Interest Capitalized (1,803} (3,669) (3.179)
Net Interest Expense 519,474 513,748 $11,507
Cash and short-term investments are comprised of the following:

A of January 31, 1988 1887 1986
Daltars in Thousands

Cash § 13.889 % 6525 & 5804
Shiort-Term Imestmants 30,000 43,488 81,306
Total 543,889 §50,013 $87.180

Advertising expenses were $39.1, $34.5 and $33.0 million for Fiscal 1987, 1986 and 1985, respectively.

| Note 13, Closed Stores:

In December 1987, the Company closed 16 nonprofitable stores: 13 in Texas and 1 each in Oklahoma, Georgia and
South Carolina, Store closing expenses of $9.8 million, shown separately in the 1987 Consolidated Statement of Current and
Rewained Eamings, include accruals for all incurred and anticipated expenses directly related to the closings, Of the 16
stores, 13 were owned and 3 were leased. Land and buildings for the 13 owned stores have been reclassified o other assets
in the 1987 Consolidated Balance Sheet and have been reduced to 15.3 million, their net estimated realizable value.

Store closings in 1987 (prior to December), 1986 and 1985 were 5, 3 and 4, respectively. The expenses associated with
closing these stores were considered normal operating expenses and, accordingly, were included in selling, general and
administrative expenses in the respective Consolidated Statement of Current and Retained Earnings.



Selected Financial Data

Lowe's Companies, Inc. and Subsidiary Companies
Doliars in Thousands; Except Per Share Data

Fiscal Years End on January 31 of Folowing Year 1987 1986 1985 1984 1983
| Selected Income Statement Data:
et Sales $2442 177 $2283480 $2,072569 $1,688,738 $1430576
Earnings Before Extraordinary ltem and Cumulative
Effect of a Change in Accounting Principle 55,954 55,104 59,714 61,443 50,615
Extraordinary Item:
Debt Retirement Net of Taxes of $2,798 - (2,885) — — —
Cumulative Effect on Prior Years of a Change in
Accounting for Income Taxes 5,226 — — — —
Met Earnings 61,180 52,219 59,714 61,443 50,615
Earnings Per Common Share:
Before Extraordinary tem and Cumulative Effect of
a Change in Accounting Principle 1.41 1.41 1.64 1.70 1,40
After Extraordinary Item and Cumulative Effect on
Prior Years of a Change in Accounting for
Income Taxes $ 154 § 134 & 164 & 1.70 % 1.40
Selected Balance Sheet Data:
Tolal Assels $1027329 $ 969219 $ 856191 § 634108 § 519637
Long-Term Debt, Including Current Maturities $ 198133 § 162879 $ 192582 § 99571 § 57749
Three Manins Ended January 31 October 31 July 31 April 30
| selected Quarterly Data
Fiscal Net Sales $502 427 $645,558 $725,057 $569,135
1987 Gross Margin 121612 152 876 171,398 138,051
Earnings Before Cumulative Effect of a
Change in Accounting Principle 648 16,932 24 528 13,846
Cumulative Effect on Prior Years of a Change
in Accounting for Income Taxes - — - 5,226
et Earnings 648 16,932 24,528 19,072
Eamnings Per Share Before Cumulative Effect
of a Change in Accounting Principle 02 A3 62 35
Earnings Per Share After Cumulative Etfect of
a Change in Accounting Principle 02 A3 B2 A8
Fiscal Net Sales 497 368 594,275 657,845 533,992
1986 Gross Margin 124,849 144,756 159,752 129,753
Earnings Before Extraordinary Item 10,053 12,416 21,251 11,384
Net Earnings 7,168 12,416 21,251 11,384
Earnings Per Share Before Extraordinary Item 25 A1 54 31
Eamnings Per Share 18 3 54 31
Fiscal Net Sales 475,572 549,031 595,636 452,330
1985 Gross Margin 120,010 132,552 148,312 111,322
het Earnings 11,318 15,588 20,920 11,888
Earnings Per Share 5 3 § 43 $ 58 3 33

TAceounting lor Income Taxes

Earrings cata preseniad herein for the fesd ihiee quariers of fiscal 1967 diller froms sk previously
rectad In I commany’s 1040 for those quaners. Such dala has besn restaled 1o reflect the oftect of the

chatge against earnings Bhreugh the first ning monifs, resulting in 8 fourh quarter CedR of §3.4 milian
Store Closings

I fiscal 1967, e foursh quartsr ncluces expenses incuried and accrued of 558 millon ralabed o the

comgaEny’s adoption ol Stabement of Francial Accounting Standards No, 96 s #f  had been adopled in the
first quarier of Bscal 1987 The effect of the restalement was ko increase peporied nel earnings by
$61, $17 and S4 millor or 15, $04 and $01 par share for the first, second and thind quartars, respecihely.
LIFD Adjustmaent

Fiscal 1967 — The total LIFO effect lor the yess was a charge of $38 millon. The company had
prinusly charged 526 milion agains! earnings through the first nine months, reswling in & lourh Guares
charge ol $1.2 millian

Fiscal 1585 — The total LIFD afect o he year wits a crecil of 30 milken, The company had
proviowshy charged S6 million agenst eamings Hough the fest nine monifss, nesulling in & lour quarter
cndit ol $36 milion,

Fiacal 2365 — The fotal LIFT effect far e year was & crechl of $34 million. The company had no

ghosing of 16 soms in Decembet 1987 25 discussed in notn 13 t the consalidatad financial stalements.
Ptywood Antitrust Litigation

I fese:sl 1986 It foueth quanier included $48 milion income (felore incomse iaxes) from ihe seffiement of
i class action suil agains several piywood manulaciutens.
Property Tax Adjusbmant

Iri Eescal 1986 the company cb&ined permission from the Intemal Revenue Senice [0 accevrl 45
property bix expensa accrusis, without increasing actual propery x paymants. This alfonded Bé company
an adclional deduction in fiscal 1985 of $2.5 milion, o which $14 miion was charged 10 (he lourth guartes
and 511 million % the Thirg guarter This crealed postive cash flow 25 a resull of Ihe adeilional kax ceduclion
al e 45% Tndenl inccene tx rabe, which was piriicularly imely in viow of (he reguced 1987 o rates

applicatie unde: the Tax Relorm Act of 1088
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Profitability Model

Fescal 1967 Figures®

| sates, Profit, Assets, Equity Beginning Ending
Doltars in Mions Beginning Ending Shareholders’ Shareholders’
Organization (Stock Symbol) Sales Profit Assets Assels Equity Equity
Lowe's (LOW) §$2.442.2 §61.2 § 969.2 §1,027.3 § 540.5 § 5824
Dayton Hudson (DH) 106773 228.4 52820 6,075.5 21795 1,986.0
Home Depot (HO) 1,453.7 541 3947 528.3 163.0 32086
Payless Castways (PCI) 1,768.1 281 or.r B15.2 360.8 3794
Toys R Us (TOY) 31366 2039 1,523.0 2,028.0 901.0 1,135.3
Wal-Mart (WMT) £15,959.0 6276 $4,049.1 § 51318 $1,690.5 §2.257.3
| rok calculation Asset! Return? Return? Leverage' _ Returnd
Turnover on Sales on Assels Factor ~  on Equity
Lowe’s (LOW) 2.52 2.51% 6.33% 1.79 11.33%
Dayion Hudson (DH) 202 2.14 432 242 10.45
Home Depat (HD) BB 3.r 13.69 242 3313
Payless Castways (PC1) 2.50 1.549 358 1.9 760
Toys A Us (TOY) 2.06 6.50 1339 168 2263
Walk-Mart (WMT) 3.54 393 15.48% 2.40 3r.15%
I Employees Mumber® Sales? Profit®
Dollars of Employees Per Employee Per Employee
Lowe's (LOW) 14,761 $165,449 54,146
Dayton Hudson (OH) 125,000 85,418 1,827
Home Depot (HD) 9,500 153,021 5,695
Payless Cashways (PCI) 13.287 133.070 2115
Toys R Us (TOY) 30,000 104,553 6,797
Wai-Mart (WMT) 183,000 & 87.208 £3430
*LOW year nded 173, D ended 1730 HD ended 1731, PCI ended 11728, TOY ended 1131, and WMT ended 1731, 3ftal prolil dhiced by beginning assets 840 year end
Total sales dhided by Deginming assats 4Baginning assats diaded by beginning squity TTotal sales driged by rumber of employess
ital rohi grvased by lotal sales ¥otal peolt dreiteit by brgining equity Tkl ol cvaded ty numitier of employees

| Profit Per Employee
Dallars

[ Stock Price Range

60

&2 \Week Low 1o High Ending on January 29, 1988

50

LOW Lowe's
DH  Daylon Hudson

[36

HD Home Depot
PCI Payless Cashways WMT Wal-Mart

OV Toys RUs

HO

PCI

TOY



Stock Performance

I Lowe’s Quarterly Stock Price Range and Cash Dividend Payment”

Fiscal 1987 Fiscal 1986 Fiscal 1985
High Low Dividend High Low  Dividend High Low Dividend
1st Quarter $32 112 $251/8 $.10 $407/8 £28 /4 £.10 £29 5/8 $25 314 $.09
2nd Quarter 28112 235/8 1 40718 29 3iB 0 30 314 24 58 .09
3rd Quarter 291/8 16 7/8 1 291/8 2318 J0 25 5/8 21 09
4th Quarter $215/8 21514 .11 330 25 114 £.10 28 1/2 $22 118 .09
Souroe: Wall Streef Journa/
l Monthly Stock Price and Trading Volume Fiscal 1987 Fiscal 1986
Shares Shares
High Low Traded High Low Traded
February £32 1/4 327 114 2,426,700 B35 3/4 $28 114 3,244 600
March 3212 30 314 2,171,000 407/8 35 3,635,800
April _32 118 25_ 118 2.5?4._3_!;1[] 4_(] 1_.'4 _35 114 2.8_?4,1[:-[]
May 27 5/8 235/8 2,550,700 40 7/8 36 3/8 2,002,300
June 28 172 26 1/8 2,431,400 40 1/4 34 5/8 2,962,300
July 27 518 25718 2,148,100 36 293/8 3,328,700
August 29 1/8 26 3/4 2,620,100 29 1/8 27 3/8 3,231,000
September 27 38 24 5/8 1,908,800 28 23114 2,762,000
October 25112 16 7/8 3,641,800 291/8 23 118 4,015,000
November 2158 16 7i8 1,715,300 30 25114 3,540,100
December 17 314 15114 2,711,200 28 5/8 25 318 2,923,300
January £191/4 $16 718 2,514 600 220 1/4 $26 3,677,200
Souroe Wl Sireet Joornal
| High-Low Stock Price*
Dedtars; Adjusted for All Slock Splits
40
35
30
25
20
15 I I
10 I I I I I [ I I
5 - . .

‘62 B3 B4 65 'B6 67T 68 ‘69 7O
“Based on liscal yeans; priof b T3, year-end was July 31
Sourced: Montfy Manker Stavsncs Anood. Mew York Stock Exchangs. The (al Streef Jouinal

Mm T ‘"

‘T4

‘TS 76

"

78

‘79 80

81

‘B2 ‘83 'B4

‘85

‘86 87



Quarterly Review of Performance

| Earnings Statement

Dipllars i Thousands Fiscal 1987 Fiscal 1986
Three Months Ended 1/31/88 10/31/87 T3 4/30/87 1131187 10/31/86 7/31/86 4/30/86
Net Sales 5502,427 §645,558 $725,057 $569,135 $497 368 $594,275 S$657.845 $533,992
FIFQ Gross Margin 122,831 153,953 172,431 138,551 121,225 144,756 160,122 130,047
LIFQ Credit (Charge) (1,219) (1,077} (1,033) (500) 3,624 - (370) (294)
LIFO Gross Margin 121,612 152,876 171,398 138,051 124,849 144,756 159,752 129,753
Expenses:
SGAA 91,994 104,791 110,400 96,487 87,957 101,269 101,767 91,819
Depreciation 10,151 9,964 8,523 8,908 8,853 7.897 7.20 6,523
Employee Retirement Plans 3411 5407 6,493 6,389 5,066 5,764 6,719 6,401
Interest (Note 12 5,246 5,240 5,185 3,803 3713 3,396 3,114 3,525
Store Closings iNote 13) 9,758 - - - - = - .-
Total Expenses 120,560 125,402 131,601 115,587 105,589 118,326 118.801 108,268
Pre-Tax Earnings* 1,052 27474 39,797 22 464 19,260 26,430 40,951 21,485
Income Tax Provision 404 10,542 15,269 8,618 g.207 14,014 19,700 10,101
Net Earnings* 648 16,932 24,528 13,846 10,053 12,416 21,251 11,384
Earnings Per Share * s 02 0§ 43 8 62 8§ g5 8§ 25 8 < ) -1 54§ A1
| Earnings Statement Changes
Changas From Same Quarier Previous Year, to Nearest Tenih Peroent Fiscal 1987 Fiscal 1986
Thres Monihs Ended 1/31/88 10/31/87 TI31/87 4/30/87 1/31/87 10/31/86 T131/86 4/30/86
Net Sales 1.0% 8.6% 10.2% 6.6% 4.6% 8.2% 10.4% 18.1%
FIFD Gross Margin 13 6.4 7.7 6.5 4.0 10.5 78 15.5
LIFQ Credil (Charge)** 133.6 N 179.2 70.1 (5.2) (100.0) 86.8 (77.6)
LIFO Gross Margin {2.8) 5.6 73 6.4 4.0 9.2 1.7 16.6
Expenses:
S5G&A 4.6 35 8.5 5.1 3.2 151 96 18.8
Depreciation 14.7 26.2 32.2 36.6 arr 426 28.8 553
Employee Retirement Plans (32.7) (6.2) (3.4) (.2) (.5) (3.0) 14.0 105
Interest (Note 129 41.3 243 66.5 79 492 1.5 (20.7) 101.7
Stare Closings (Mot 13) N - - == — - - -
Total Expenses 14.2 6.0 10.8 6.8 6.4 15.1 9.8 21.6
Pre-Tax Eamings* (94.5) 4.0 (2.8) 46 (7.2 (11.1) 2.2 (3.6)
Income Tax Provision ™ {95.6) (24.8) (22.5) (14.7) (2.5) (.9) 28 (2.9)
Net Earnings * (93.6)% 36.4% 15.4% 21.6% (11.2)% (20.3)% 1.6% (4.2)%

“"Percantage change oencles inCrexse (docreasa) in expenses

| Earnings Statement Analysis

Percent of Sales 1o Nearest Hundredih; Income Tax s Percen) of Pre-Tax Eamings Fiscal 1987 Fiscal 1986
Three Manths Ended 1/31/88 10/31/87 T31187 4/30/87 13/87 10/31/86 7131186 4/30/86
Net Sales 100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%
FIFO Gross Margin 2444 2385 23.78 2435 2437 24.36 24.34 24.36
LIFO Credit (Charge) (.24) {17 (.14) (.09) a3 - (.06) (.06)
LIFD Gross Margin 24.20 23.68 23.64 24.26 25.10 24.36 24.28 24.30
Expenses:

SG&A 18.31 16.23 15.22 16.95 17.68 17.04 1547 17.20
Depreciation 2.02 1.54 1.3 1.57 1.78 1.33 1.09 122
Employee Retirement Plans 68 B4 90 1.12 1.02 a7 1.02 1.20
Interest iNote 12 1.04 A i 67 i A7 AT 66
Slore Closings (Note 13) 1.94 - - - - - = —
Tolal Expenses 23.99 19.42 18.15 20.31 21.23 19.91 18.05 20.28
Pre-Tax Earnings® 21 4.26 549 395 387 445 6.23 4.02
Income Tax Provision™ 38.40 38.37 38.37 38.36 47.80 53.02 48.11 47.0
Net Earnings* .13% 2.62% 3.38% 2.43% 2.02% 2.09% 3.23% 2.13%

* Blre curfealaive pflect of a change n accountng peincee in facal 1965 and belore Exfeaniginary dem in liscal 1988 See nofes 5.and & of e noles (o consaldaled linanoal stalemeants.
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l Customer Sales Profile I 1982-1987 Sales and Earnings

Dollars in Millions, Rounded Totals Fiscal 1987 Fiscal 1986 Parcent of Total Year — A Six-Year Average
L] U First
Change Sales Total Change Sales Total 2 April 30 =
1st Quarter
RCY + 1006 $317.2 54% +17% $2888 54%
CC2 + 3 2520 46 +19 245.2 46 29 Sacond 57
Totals + 7 569.2 100 +18 534.0 100 duly 31
2nd Quarter
RC +13 4162 57 + 14 3672 56
cC + 6B 088 43 + 6 2906 44 26 Third
Totals +10 725.0 100 +10 657.8 100 October 31 2
3rd Quarter
RC + 11 3547 55 + 12 3196 54 2 Eourth
cC + 6 2909 45 + 4 2747 46 January 31 15
Totals + 9 645.6 100 + B 594.3 100
4th Quarter Sales Quarter Eamings
RC - 2873 57 + 16 2878 58
cC + 3 2151 43 - 8 2096 42
Totals + 1% $502.4 100% + 5% $497.4 100%
' AC: sales to retadl customers (cash or Non-recourss cradil)
¥ OF: safes f0 conlraclnr cusinmers (Lowe's-exianded credil)
| store sales Profite
Dollars in Mllions, Rounded Totals Fiscal 1987 Fiscal 1986
LT} Per Store %% Per Store
Change Sales Total Stores Average Change Sales Total Stores Average
1st Quarter
Comparable Stores? + 1% $538.6 95% 286 $1.9 + 8% $483.4 91% 254 $1.9
New Stores2 305 5 20 1.5 50.6 g 35 14
Total Stores Reporting® + 7 569.1 100 306 1.9 +18 534.0 100 289 1.8
Less Closed Stores4 (3.2) (3)
Comparable Stores® 530.8 286 1.9
2nd Quarter
Comparable Stores + 4 683.7 94 289 24 + 5 622.3 95 274 2.3
Mew Stores 41.3 4] 23 1.8 355 5 18 2.0
Total Stores Reporting +10 725.0 100 312 2.3 +10 657.8 100 292 2.3
Less Closed Stores (2.0 (3)
Comparable Stores 655.9 289 23
3rd Quarter
Comparable Stores + 3 611.3 95 293 2.1 + 3 559.9 94 276 2.0
Mew Stores M43 5 20 1.7 344 6 21 1.6
Total Stores Reporting + 9 645.6 100 313 2.1 + 8 594.3 100 297 2.0
Less Closed Stores (2.2) (4)
Comparable Stores 592.0 293 2.0
4th Quarter
Comparable Stores -3 480.3 96 295 1.6 — 469.1 94 281 1.7
New Stores 22.2 4 16 1.4 28.2 B 21 1.3
Total Stores Reporting + 1% 3$502.5 100% 311 $1.6 + 5% $497.3 100% 302 $1.6
Less Closed Stores (4.6) (7}
Comparable Stores $492.8 295 $1.7
¥ Coemparable siopres: siores which haves been open for one year o mon al the end of the quarier i prcer 10 Mk he Safes Dase Comparabia
® MNew siones: shores which have been open for bess than a ywiar al the end ol the quarer. ® Comparabés siores (future) siones shill apen ong year afle (M nepaling pancd, e, Pids: (hal
8 Tiksl shoves reporting: hotal shores repoiting sales fof the pefiod & “comparable” 10 the nexd year's comparadle slofes.

4 Closed sionks: siores closed 2%er the end ol Ihe perod. Sales of closed slones musi be subiacead

[



Board of Directors

conard G, Hermng, William A, Andres, Jack C Shewmaker Stnding, left o nghe Russell B. Long Petro Kulynyeh

Gordon B Cadwgan, | Stnckland, William H McElwes, Se John M. Belk 15 not pictun d

William A. Andres
Director since 1986, ape 61. Member of Stock Option Committee of the Board. Dayton Hudson Corporanion { Retail Chain), Minneapolis,
Minn Chairman of the Board 1976- 1985 (retired Seprember, 1985) Charrman of the Executive Committee 1976-1983; Chiel

198 3% Director, Jostens., Tnd _\:||1_ri|,',l!'|.||;-. Minn., since 1985 Director, Exxon ( orporanon MNew York, NY.,

Executive Ollicer 1976

ince 1981, Director, Scote Paper Comps Philadelphia, Penn.; Director, The St Paul Companies, St Paul, Minn., Director, Intermanonal

Multifoods, Inc.. Mi

capolis, Minn. Director, Hannaltord Bros., Scarborough, Maine, since 1986

John M. Belk

Director since 1986, age 68 Member of Audit Committee of the Board Chairman of the Board, Belk Stores Services, Inc. (Retail

D partment Stores), Charlorre, ol | since 1980 Director, Wachowvia & COrpOration, Winston-salem. N, since 1938; Director, First

Wachovia Corporation, Winston-Salem, N.C., since 1985; Director, Coca-Cola Borting Company Consolidated, Charlotie, N.C., since 1972

Director, Southern Radio Corp, Charlotte, N.C., since 1963, Direcror, Quantum ¢ hemical Corp, New York, NY., since 1983; Director

Ct
Southern Bell, Atlanm. Ga., since 1985 Member American Management Association: Member, World Business Council: Member,

The Conference Board: Member Amencan Reil Federaton: Member, MNatonal Retail Merchants Associatnon; Member, Board of Trustees

Davidson Ci Member, Board of Visitors, Johnson C. Smith Universin

Gordon E. Cadwgan

Director since 1961, ax 74 Chairman of ."LI.I.|IT Comimittee Member of € |'-|:||‘l|_'|'|-_1|||'-1', COommities .,’IIII.:: Member ol "'|'|.'l. '..I.| LOMmmites
if the Board. Trustee and Financial Consulaant, affiliasted with Tucker, Anthony & R.L Day, Inc., Boston, Mass., since 1979 Director,
Bevis Industries, Inc., Providence, R.1L; Director and Member Executive Committee, Third Century Fund, Inc., Providence, R Fellow

Ementus, Brown Umiversity
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Leonard G. Herring

Director since 1956, age 60. President and Chiel Executive Officer since 1978; Member of Special Committee of the Board. Director,
First Union Corporation, Charlone, N.C., since 1986; Director, Northwestern Financial Corporation, North Wilkeshoro, N.C., 1969-1985,
Director, First Brands Corporation, Danbury, Conn,, since 1987, Trustee, Pleiffer College; Member, North Carolina Business Council

of Management and Development, Inc.; Member, Executive Committee, Hardware Home Improvement Industry Council, The Ciry of
Hope National Medical Center

Petro Kulynych

Directorsince 1952, age 66. Chairman of Stock Opuion Comminee of the Board: Managing Director, 1978~ 1983 (retired December. 1983 ),
Director, Morth Wilkesboro Federal Savings & Loan Association, North Wilkesboro, N.C., since 1974; Director, North Carolina Council
on Economic Educanon, Greensboro, N.C.. Member, Medical Center Board of Visitors, Bowman Gray School of Medicine, Wake Forest
University and North Carolina Baprist Hospital, Ine.: Director, Carolina Motor Club, Inc.; Trustee, Wake Forest University.

Russell B. Long

Director since 1987, age 69. Member of Stock Oprion Commitee of the Board. Partner, Long Law Firm (Atorneys-at-Law ), Washingron,
D, since January, 1988, Partner, Finley, Kumble, Wagner, Heine, Underberg. Manley, Myerson & Casey (Attormeys-at-Law ), Washington,
D.C., 1987; Director, Metropolitan Life Insurance Company, New York, NY., since 1987; Director, The New York Stock Exchange, New
York, MY, since 1987; Dircctor, Louisiana Land & Exploration Co, New Orleans, La., since 1987; Member Board of Advisors, Kelso
and Company, New York, NY., since 1987; United States Senator. 1948 1987, Member, Senate Finance Committee, 1952-1987; Member,
Joint Commiuee of Taxation, 1961 -1987; Member, Senate Commitee on Commerce, Science, and Transportation, 1966-1986; Member,
Senate Select Committee on Ethics, 1985-1986; Member, Senate Finance Subcommirtees on Health, Pensions and Investment Policy,
and Social Security and Income Maintenance Programs, 1985- 1986,

William H. McElwee, Sr.

Director since 1961, age 80, Managing Director and General Counsel since 1980; Member of Compensation Commirttee and Member

of Special Committee of the Board. Parmer, McElwee, McElwee, Cannon & Warden (Atomeys-at-Law), North Wilkesboro, N.C.; Member
Emeritus, North Carolina Board of Law Examiners: Trustee, Davis Hospital Endowment Fund; Member of Local Board, North Carolina
National Bank; Member of the Board, Legal Advisors of the Southeastern Legal Foundation, Inc.; Fellow, American College of Trial Lawyers,

Robert G. Schwartz

Director since 1973, age 60. Chairman of Compensation Commitiee, Member of Audit Comminee and Member of Stock Oprion
Commitee of the Board. Metropolitan Life Insurance Company, New York, NY. — Chairman of the Board since 1983; Chairman of the
Investment Committee since 1980; Vice Chairman of the Board and Director, 1980-1983; Director, Potlatch Corporanon, San Francisco,
Cal., since 1973, Director, State Street Research and Management Company. Boston, Mass., since 1983; Director, Communications
Satellite Corporation, Washington, D.C., since 1986; Director, Mobil Corporation, New York, NY., since 1987, Trustee, Committee lor
Economic Development; Trustee, Greater New York Councils Boy Scouts of America.

Jack C. Shewmaker

Director since 1985, age 50. Member of Compensation Committee of the Board. Wal-Mart Stores, Inc. (Discount Retail Chain), Bentonville,
Ark. — Director since 1977; Vice Chairman of the Board, 1984-April, 1988; Chiel Financial Officer 1984-1988 (retired February,
1988); President and Chiel Operating Officer, 19781984 Nauonal Mass Rewiling Institute — Director; Member of Executive Commitee;
Member of Convention Committee; Member, Board of Trustees, Drury College.

Robert L. Strickland

Director since 1961, age 57. Chairman of the Board since 1978; Chairman of Special Committee of the Board. Director, Revelstoke
Companies, Lid., Calgary, Alberta, Canada, since 1976; Director, Summit Communications, Winston-Salem, N.C.. since 1987 Director
and Fast Chairman, Do-It-Yoursell Research Institute; Director and Past Chairman, The Employee Stock Ownership Assn,, Director,
Council of Better Business Bureaus, Inc.; Director, The Committee of Publicly Owned Companies; Member, Home Center Leadership
Council; Member, Board of Trustees, The University of North Carolina at Chapel Hill: Member, Board of Advisors, Fugua School of
Business, Duke University; Member, Executive Committee; President, Hardware Home Improvement Indusery Council, The Ciry of
Hope Mational Medical Center since 1987

W



Officers

Richard D. Elledge William E Reins
Vice President (Chief Accounting Officer), Secretary Assistant Treasurer
Wendell R. Emerine Leslie G. Shell, 111
Executive Vice President Controller
Leonard G. Herring Robert L. Strickland
President and Chief Executive Officer Chairman of the Board
Armold N, Lakey Harry B. Underwood, 11
Vice President, Credit Senior Vice President and Treasurer

(Chiel Financial Officer)

William H. McElwee, Sr.
Managing Director and General Counsel John W. Vining, Jr.
Vice President, Administration
W. Nathan Mitchell
Assistant Secretary William C. Warden, Jr.
Assistant Secretary
Dwight E. Pardue, S
Senior Execurive Vice President, Real Estate
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Results of 1986 Shareholder Survey and Shareholder Analysis

Which sections of the Lowe's 1986 annual report did you read? State Holders Shares
All af fhe report 60%
Lsmummnnluar?mk zag Alabarma’ 12 11,884
Liowa's iImvesiorns wan now Alaska
Directars feature 20 * il
Cushomer analysis ;1!3 Asizana 16 3,098
Produc] analysss Arkansas” Kk} 342 864
Siores and expansion 3
Fiskebapnss EH Caitorna 7 20,334
Other 40 Colorado 15 3399
Ratings of the guality of the annual report sections (5-point scale), Connecticut 51 23524
5 outstanding: Detaware” a0 16929
All of the repod 44 ;
Latier 1o shareholders 4.3 District of Columbia 11 4,646
Lowe's investors wand 1o knaw 4, i 1
Duectors featute 43 verEe = g
Customer analysis 41 Georgia” 33 145,362
E[wmmaws ) : % Hawast 2 100
&5 and gapransion h
Financia report 42 Idaho 2 40
Dihes 42 Winspis” 120 1.202.956
Overall raling on 5-point scale: 43 Indiana® 43 5970
Status of respondent as a shareholder: Yes — 318, No — 16% bowa 6 2,357
As a present or lial shareholder, what is or would be your primary Kansas 12 1384
gnm for IanB:“ ng or buying Lowe's stock? o Kenfucky” 100 15,585
nmpfﬁfm 4 Lowsiana” &7 13,960
Bath 41 Maing n 5,105
L 2% Marylang' 136 79,841
III mn:l stock, which category best describas your ownership intarest? Massachusetts 76 80370
ot ;
Sharehoider of recond gﬁa&e Michigan 4 15,192
Street name Minnesola 21 24,243
Empboyee stock ownarship paricapant 26 . '
Analyst for campany cwning Lowe's stock 1 Mississg0 =9 11,963
Monéy manager for company owning Lowe's slock I Messour® 42 17,910
’A‘hﬁlﬂ ﬂ‘rr Ellu'ul?n do you consider the most important eriteria Maontana 2 230
re viden
Antual diidend growin so0  Mebasia 6 3,621
Yoeld on nli;t[;lal imvestment 38 HNevada 2 200
Mot inlerested in drvidends a Hampshin
Disadiend never reduced 45 E i L ;E' z‘;?;i
bee ¥ i y
E;;;’I?ﬁ?ggmnu n a Lowe's shareholde 5ite Hew Mexico 2 an
‘11 1o gm 20 New Yook 147 22169, TET
N @ North Caroling® 2,757 4,564,309
Onver 10 years 24% Dhig® 29 71,552
IEiw did you first become aware of Lowe's? - Okiahoma” 0 1,803
mployes 04 shofe
Sinekbioker 19 Oregan B 15,067
Dithes 14 Pennsylhvani® 121 453,980
Investment publication 12 Rhade kland B 77,246
P ol 8 South Carolna" % 118,029
Shareholder 5 South Dakota 2 161
This i my frs] expecsure b Tennessas® 298 82,231
Fram which of the following groups does your primary Interest stem?
Inclividual imvestor N iy e b sired 108 s
Empioyes 25 Liah 1 16
Sinckbroker n Vermant 2 2683
: i
%ﬂf ERrper smpicye E Virgiia® 491 239819
Financial adwisor 6 Washangbon 9 439
et 2 West Virginia® 75 20945
: f ; Wiscansin 15 2582
mvesiment chub
Trade magazne 2 Canada a 64
Financial institution 2% Iresrmeatannal ! 1" 9829
Are you mule o femade? Male — B3%, Female — 17%  ghareholders of Record ? 6,163 30,110,981
In which age group would you be listed?
Linger 30 1204 Empioyees in Prior Plan - 1.238 662
ﬂ.’;ﬁ ?g Emplovees in Stock (wnership
51-65 78 Plan and Trust® 12,100 8.280.187
Cher 65 240 "
Wiich ofth folawing most closely describes your pesent occupalion? Tetal Sharsholders 18,263 39,630,050
Executive, administrator, manager 04 e ] * Incacaies siaie with Lowe's siore.
Retired 24 Transportation 3 * Closes niod inchuce international holdings o Hew York-hassa sirest-name accounts
Doctorfiawyers 13 Technician 2 ¥ | compuling sharehaidsrs of record, The bw inests a8 counted as one shareholder eath
Sales 10 Machine aperator 1 1 Tolal shareholders dobs not imcuce 1,275 employees in the prior plan, as they are atsa ES0P parbcipants
Clerical 4 Protacthe Service 1
Homemaker 4l Precision taborer =%
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Investor Information

Dividend Declaration Dates
Usually the middle of each quarter to shareholders of
record approximately the middle of April, July,
October and January.
Dividend Payment Dates
Usually the last of April, July, October and January:.
Dividend Disbursing Agent
Wachovia Bank & Trust Co., NA
Box 3001
Winston-Salem, NC 27102-3001
Information contact:
Bill Kepley
(919} 770-6190
Dividend Reinvesting Agent
Wachovia Bank & Trust Co, NA
Box 3001
Winston-Salem, NC 27102-3001
Information contact:
Larry E. Watkins
(919) 770-4075
Dividend Policy
Lowe's has paid a cash dividend each quarter since
becoming a public company in 1961.
Lowe’s Telephone
(919) 651-4000
Lowe's Telex
510-922-5737
Lowe's Mailing Address
Box 1111
North Wilkesboro, NC 28656-0001
Lowe's Street Address
State Highway 268 East (Elkin Highway)
North Wilkesboro, NC 28659-1111
Shareholder Services
Shareholders’ and security analysts’ inquiries should
be directed to:
W. Cliff Oxford
(919) 651-4631

or Clarissa A. Story
(919) 651-4254

Lowe's Companies, Inc.
Box 1111
North Wilkesbore, NC 28656-0001
(919) 651 -4000
Telex 510-922-5737
Annual Meeting Date
May 27, 1988 at 10:00 a.m.
Grove Park Inn
290 Macon Avenue
Asheville, NC

Stock Transfer Agents
Wachovia Bank & Trust Co., NA
Box 3001
Winston-Salem, NC 27102-3001
Information contact:
Vicki Decker
(919) 770-5822

Morgan Shareholders Services Trust Co.
30 West Broadway
Mew York, NY 10015
Information contact:
Sadie Grifio
(212) 587-6350
Stock Registrars
Wachovia Bank & Trust Co., NA
Box 3001
Winston-Salem, NC 27102-3001

The Chase Manhattan Bank

1 Chase Manhattan Plaza

MNew York, NY 10005
Lowe’s Common Stock

Ticker symbol: LOW

Listed:

MNew York Stock Exchange

20 Broad Street

MNew York, NY 10005

Pacific Stock Exchange
301 Pine Street
San Francisco, CA 94104

The Stock Exchange (London)
Old Broad Street
London, EC2N1HP England

General Counsel
McElwee, McElwee, Cannon & Warden
906 B Street Rear
MNorth Wilkesboro, NC 28659
(919) 838-1111

Certified Public Accountants
Deloitte Haskins & Sells
2000 First Citizens Bank Plaza
Charlotte, NC 28202
(704) 372-3560

Disclosure Policy
Lowe's Companies, Inc., for more than 26 years, has
maintained a policy of complete and free disclosure of
all information needed by investors to determine
whether they should buy, sell or hold Lowe's stock.
The company seeks new and fresh ways of presenting
financial and other information about itself 1o better
inform the investor



Supplemental Information

26-Year Review
LIFO accounting
| S-year performance i
Fiscal Years End January 31 of Following Calendar Yess 5-Year Fiscal Fiscal Fiscal Fiscal Fiscal Base Year
Except Fiscal Years Prior (o 1978 Wiech Ended July 31 CGR 1987 1986 1985 1984 1983 Fiscal 1982
Stores and People
1 Number of Stores 4.7% 295 300 282 248 238 235
2 Square Foolage 154 4,773.743 4,452 161 3,641,762 2,960,000 2,529,040 2,337,351
3 Number of Employees 158 14,761 14,783 13307 10,727 8,715 7.080
4 Cuslomers Served (Thousands) 22.0% 40,739 36,346 N4y 23938 18,880 15,075
5 Average Customer Purchase £50.95 $62.83 $65.84 $70.55 75,74 $68.59
Comparative Income Statement (Thousands)
6 Total Sales 18.8%  $2,442177 $2,283,4B0 52,072,569 $1,688,738 51,430,576 $1.034,032
T LIFO Credil (Charge) NM (3.829) 2860 3445 2,686 (5,684) (1,626)
8 PreTax Earnings ! 138 0,787 108,126 112 865 119,076 96,891 47525
9 Taxes on Income 9.2 34,833 53022 53151 57633 45276 22,394
10 Extraordinary lem Nel of Tax N = (2.885) - — - -
11 Cumulative Eliect on Prior Years of a Change in
Azcounting Principle NI 5.226 - — - - -
12 Net Earnings 18.5 61,180 52,219 59,714 61,443 50,615 25131
13 Cash Flow 2 221 108,089 87,858 83,859 79,691 B6,575 30.784
14 Cash Dividends Paid 1.7 17,040 15,597 13,199 11,600 11,600 9,800
15 Earnings Retained 236% & 44140 3BE2Z2 § 46515 § 49843 5§ 305 $ 1531
Dollars Per Share (Weighted Average Number of Shares)
16 Sales 14.7%: $61.49 $58.51 596,77 £46.59 $39.53 £31.02
17 Earnings 15.5 1.54 1.34 1.64 1.70 1.40 g5
18 Funds From Operations 2 180 272 225 230 220 1.84 1.19
19 Cash Dividends 8.2 43 A0 36 a2 a2 29
20 Earnings Retained 19.3 1.1 94 1.27 1.38 1.08 A5
21 Shareholders’ Equity 19.7% £14.66 $13.85 81116 $ 942 3 805 § 596
Strategic Profit Model 2
22 Asset Turnover (Sales Per Assel Dollar) § 252 § 267 § 32 83 $ 364 § 337
23 Return on Sales (Net Eamings as Percent of Sales) x 251% x 229 x 2.88% % 364% * 3.54% x 243%
24 Return on Assels = 6320 = B.11% = 9.3%% =11.790% =12 89% = B.19%
25 Leverage Faclor (Asse! Dollars Per Equity Dollar) % 1.79 2.10 » 1.86 % 1.79 »= 1.98 » 1.73
26 Return on Shareholders’ Equity =11.31% 12.83% =17.47% =21.1090 = 255206 =14.17%
Comparative Balance Sheet (Thousands)
27 Total Current Assets 153% & 552464 $ 546,883 £ 534,649 §432.370 § 377 572 £ 271535
28 Cash and ShoetTerm Investmants 1.6 43 Bag 50.013 87,190 84,204 74,249 25,341
29 Accounts Receivable — Net 94 17,4832 118,693 127,603 97,319 94,658 75,388
30 Inventories (Lower of Cost or Marked) 174 373,846 368,135 313143 248,268 205,100 167 535
31 Other Current Assels 175 7.325 10,042 6,713 2579 3,565 3.4M
32 Fixed Assets s 453,008 413,220 308,603 195,237 141238 121,406
33 Other Assats 108.2 21,857 9,116 12,939 6,501 B27 559
34 Total Assets 21.2 1,027,329 969,219 856,191 634,108 519,637 393,500
35 Total Current Liabiities 114 231,906 257,303 251,669 189,418 168,830 134,999
36 Accounts Payable 116 157,089 163,260 168,068 125,003 110,415 90,580
37 Other Current Liabdities {3 43,766 94,043 83.601 64,415 38415 44 419
38 LongTerm Debl {Excluding Current Parfion) 271 186,219 152 977 163,909 92 488 51,80 56,233
39 Total Liabilities 18.0 444,893 428,685 448,818 292,760 228,132 194,717
40 Shareholders’ Equity 24.0% § 582436 £540,534 $407,373 $341,348 §291,505 £198,783
41 Equity Divided by LongTerm Debl (Excluding Current Portion) 313 353 222 364 562 353
42 Year-End Leverage Faclor: Assets Divided by Equity 1.76 1.79 210 186 1.79 1.98
Shareholders and Shares
43 Shareholders of Record, Year-End 6,163 6,052 6,253 6372 5928 5.144
44 Shares Outstanding, Year-End (Thousands) 4 39,498 30,624 37,082 36,248 36,248 33.333
Stock Price Range During Year &
45 High (Adjusted for Siock Spiits) $32.50 $40.88 $31.13 $29.63 §32.75 §22.35
46 Low (Adjusled for Stock Splits) $15.25 £23.13 £20.88 $16.25 £10.45 § 765
Price Earnings Ratio
47 High 21 N 19 17 23 30
48 Low 10 7 13 10 13 10




FIFO accounting

- 1

Base Year Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
Fiscal 1982 1981 1980 1979 1978 1977 1976 1975
235 229 214 209 1898 175 150 130
2,337,351 2,232,008 1,998,239 1,931,419 1,817,000 1,570,000 1,330,000 1,209,000
7.080 6,003 5,950 5,804 5,809 5274 4,378 3,574
15,075 11973 11,376 11,024 10,013 8,224 7,033 5.702
$68.59 £74.17 ST7.67 §82.02 £79.20 s72.27 $66.12 $59.78
$1,034,032 5888.042 $883,614 £904,651 §793.,125 $594,358 $465,052 $340,882
(1,626) (9209 (6,686) {7.484) (8,466) - - —
47 525 33.226 36,277 47,331 45,865 42 487 34,295 20811
22,394 15,367 17,386 22,376 22141 21,056 16,984 10,319
25131 17,859 18,891 24,955 23,724 21,431 17311 10,492
39,794 28,381 29211 35019 32437 27,643 22,288 14,669
9,800 9,376 7.813 B.511 5,208 2,735 1,272 111
$ 15331 $ 8483 £ 11078 § 18,444 % 18515 £ 18,626 § 16,039 g 931
$31.02 £27.28 $27.14 827.79 524,36 $18.26 $14.29 $10.47
.75 .55 .58 a7 T3 66 .53 32
1.14 a7 A0 1.08 1.00 B85 B8 A5
.29 .29 24 .20 6 .08 .04 .04
Ab 26 34 57 A7 57 A9 .29
£ 596 § 545 £ 519 5 4.89 £ 4.32 § 347 £ 290 § 240
$ 337 5 294 £ 285 § 335 $ 3.28 £ 3.00 F3M $ 226
w 2.430% * 2.01% w 2.14% x 2.76%% x 2.99% x 3.61% w 3.72% = 3.08%
= B.19% = 591% = 63104 = 9.250% = 9.81% =10.83% =11.220 = 6.96%
x 1.73 = 1.79 * 1.90 ® 1.92 x 198 x 210 » 197 = 2.24
=14.17% =10.58% =11.900) =17.76% = 19.42% =22 T4% =22.12% =15.600
$ 271,535 $ 195370 £ 209,756 % 210,913 $ 189,228 5 186,198 § 146,448 £ 108,784
25,34 32,070 15,567 22,959 9,363 13,324 15,620 11,574
75,388 48,107 68,172 Bf,442 £6,836 76,162 52322 38,533
167,535 113,529 125,104 118,511 111,248 96,164 77.963 58,223
3.271 1,664 913 3,001 1,781 548 544 454
121,406 110,673 81,309 88,695 80,096 60,210 50,434 45127
559 521 573 291 an 401 859 452
393,500 306,564 301,728 299,899 269,695 246,809 197,741 154,363
134,999 80,199 80,781 B4.690 64,081 B7.709 66,705 42 964
90,580 47,859 52,003 45 567 44 833 60,324 42 942 29,727
44 419 32,240 28,778 25,245 10,694 27,385 23,764 13,236
56,233 48,864 51,929 56,112 64,961 46,244 36,664 33,156
194,717 129,063 132,710 140,802 129,042 133,953 103,370 76,120
£198,783 177,501 $169,018 $159.097 £140.653 £112,857 § 943N 5 78,243
353 3.63 3.25 2.84 217 2.44 257 2.36
1.98 1.73 1.79 1.89 1.92 2.19 210 1.97
5,144 5415 4,620 5.147 4,750 4, 586 3.846 3.755
33,333 32,555 32,555 32,555 32,555 32,555 32555 32,555
£22.35 $11.36 $ 995 % 8.20 $10.40 $13.10 £13.73 £12.40
£ 765 % 6.30 £ 535 $ 6.50 § 6.60 % 870 £10.60 § 533
30 21 17 1" 14 20 26 39

10 1 9 B 9 13 20 17




Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Line

1974 1973 1972 1971 1970 1969 1968 1967 #
116 100 86 75 B4 58 n3 44 1
1,046,000 B32.000 635,000 489,000 379,653 316,000 294 678 263317 2
3,598 3,296 2,630 207 1,670 1,450 1,223 1.017 3
531 4117 3,820 3,194 2729 2,290 2,034 1,755 4
$68.12 £69.29 £61.40 £53.13 £47.09 £51.98 £47.70 £43.14 5
$362,453 $326,846 $234,556 $169,723 128,40 $119.053 $97,031 $75,695 [
- - - — - — - - 7
20,287 25,393 18,143 13,027 9,938 9514 7.202 5151 8
14,670 12 665 9,022 6.479 5.068 4,906 3,609 2,381 9
-_ — — = = - - = 10

1

14,617 12,728 911 6,548 4,870 4,608 3593 2,770 12
18075 15519 1416 817 609 55569 4419 3564 13
1,045 107 946 907 844 780 756 661 14

£ 1352 § nm 5 81 § 5641 § 4026 § 3828 § 2% $ 2109 15
g2z £10.27 § 740 § 538 g 407 $ 377 § 308 § 245 16
A5 40 29 .21 15 A5 1 .09 17

56 49 36 26 18 il 4 a2 18

03 03 03 03 03 02 o2 .02 19

A2 a7 26 18 13 12 1] or 20

£ 208 £ 163 £ 124 § 497 § M $ &6 § 54 £ 45 21

§ 288 $ 365 £ 340 §$ 343 $ 3.09 § 337 £ 324 § 265 22
» 4.03% x 3.89% w= 3.89% % 3.86% w 3.79% = 3.87% . 3.70% % 3.66% 23
=11,63% =14.220 = 13.209% =13.25% =11.720 =13.0304 =11.98% = 9.70% 24
% 243 w 2.28 w 2.26 w199 x 1.99 = 2.08 % 2.15 x 242 25
=28.23% =32 4204 =29 81% =26.319% =23.34% =27.07% =25.76% =23.49% 26
£111,943 § 9639 § 70,110 £ 549N § 38878 $ 33433 £ 28617 £ 24,164 27
12,986 7,850 7.802 6,304 4,658 4,640 4129 4,814 28
36,850 37.603 27,440 20,944 14,887 14,559 11,880 9,675 29
61,775 50,638 34475 27332 19,040 14,183 12 475 9,532 30
an 240 393 331 293 51 133 143 an
38,552 29,238 19,330 14,087 10,390 7,018 6,546 5729 32
140 B85 45 a8 148 209 205 99 33
150,634 125.714 89,485 69,086 49,416 41,560 35,368 29,992 34
50,228 55,694 40,217 31,198 21,212 18,505 14,81 12,503 35
32,640 36,101 27,684 21,999 15,178 10,997 9,703 8,425 36
17,588 19,593 12,533 9,199 6,034 7.508 5,208 4078 a7
33,158 18,238 10,014 7.296 3,315 2,192 3,434 3527 aa
83,386 73,932 50,231 38,494 24,527 20,697 18,346 16,033 39
§ 67.248 $ 51,782 § 39,254 % 30,592 § 24,889 $ 20,863 § 17,022 § 13,959 40
203 2.84 392 419 7.51 9,52 4495 3985 41
2.24 243 228 2.26 1.99 199 2.08 2.15 42
3.698 3.704 3,038 2,463 2117 1916 1976 2,154 43
32,293 31,828 31,708 31573 31.558 31,550 31,523 30,938 a4
$16.27 £19.20 $17.70 $ 930 $ 4.63 5 4.86 $ 336 $ 1.55 45

$ 873 1247 % 8.00 £ 333 § 247 $ 203 § 1.55 £ 69 46
36 48 61 44 3 32 N 17 47

18 # 28 16 16 20 14 8 48




Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Stock splits and slock

1966 1965 1964 1963 1962 1961 dividends since 1960
W A 100% slock dividend, effective
39 35 28 22 18 15 April 5, 1966, (which had the net
231,217 199,537 141,970 103,220 88,580 71,680 effect of a 2-for-1 stock split).
891 762 636 355 491 399 W A 2-or-1 stock spiit, effeciive
1636 1,284 1141 883 703 651 November 18, 1969,
$47.10 £44.44 £42 66 $44.20 $46.52 $47.85
W A 50% slock dividend, effective
November 30, 1971, (which had
Sﬂ.m ET,M m.ﬁﬂl m,ﬂ'ﬂ- 532.715 531 .123 i net effect of a 3-for-2 siack
- - - - = = split).
5,286 3,942 3,086 2,438 2,054 1,890 ! Y
2496 1,896 1518 1233 1.034 956 W A 33Va% slock dividend, etfective

July 25, 1972, (which had the
net effect of a 4-far-3 stock split),

W A 50% stock dividend, effective

2,790 E,N_ﬂ 1,568 1,205 1,020 934 June 2, 1576, (which had the nat
3,339 2,351 1,765 1,356 1,145 1,067 effect of a 3-for-2 stock spit).
16 519 460 N 402 102 M 4 3-for-2 stock spiit, effective
$ 2174 $ 1527 $ 1,108 $ 794 $ 618 $ §p November 2, 1981,
W & 5-for-3 stock spiit, effective
$ 250 $ 1.87 $ 163 $ 1.32 $ 1.0 $ 1.04 April 29, 1983,
09 .07 .05 .04 .03 03
N 08 06 05 04 04
02 .02 .02 .01 .01 .03
o7 05 04 03 02 03
$ .38 § a3 § 28 $ 21 $ .19 $ .17 ST
$ 334 $ 320 $ 311 $ 208 $ 276 § 3.32 'B"f‘“ﬁ m'a;;:i"a‘""“ﬁ.’" " 1%,“"“
x 362% x 3590 % 32206 x 3.09% x 3.120 x 3.00% CUMURCAD 0500 prar yases. 01 2
3200% ~71.49% = 1l]ll]3% = 'BI?D% S 5'52% ﬁ% change in accounting principle in 1537
x 243 x 231 x 247 x 231 x 2.34 x 257 *Cashllow (lunds from operations)
—29.40% —76.55% —24.768% =21.28% =20.23% =25.60% i5 defined as the total of net

earnings plus depracialion and
deferred income {axes.

; 2:£E * I:;g: ? 1::?2 . 13:?;2 > 11;22 $ ?g 3 See page 36 for explanation of
9,310 7,165 5586 4,968 3,769 3,108 I 09E AR
10,931 8156 6,337 6,214 5,868 4.8M 4 Variation in the outstanding
131 G5 53 50 109 a7 shares is a result of the lollowing:
5,058 3832 2,381 1,531 1,261 1,229 1963 — Treasury Stock purchase
105 7 73 123 134 1,301 February 2, 1982 — 778018
28,559 23,096 17,804 15,630 13,007 11,835 commeon shares issued
13,630 11,213 7,454 7123 5.696 4,922 lo ESOP.
9,496 7913 5149 5,036 4,255 3,187 February 8, 1983 — 2917
4134 3,300 2,305 2,087 1,441 1,735 millian common shares sold in
327 2377 2615 2139 1,680 1,791 public issuance.
16,765 13,606 10,097 9,304 7,435 6,792 October 10, 1985 — 833373
511,794 $ 9,490 $ 7,707 S 6,326 § 5.662 $ 5.043 fﬂgﬂsﬂ{;fll:" shares issued
0 '
377 309 295 205 337 281 : i
April 25, 1986 — 2.2 million
242 243 2.3 247 23 235 common shares sold in
public issuance.
1,985 1,871 1,967 2,034 2,047 = May 15, 1986 — 300,000
30,733 30,458 29,798 29,640 30,000 30,000 commaon shares issued
to ESOP
$ 1.38 $ 1.02 § 74 § 42 $ 62 - ‘Iﬂﬂﬁm"'w option
§ 87 F B3 3 37 § .30 R 1 - 5 Sinck price Souce:
The Wall Sireet Journal
15 15 15 11 2 - NM = nol meaningful

10 9 7 8 10 CGR = compound growth rale
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| Lowe's Profile

Lowe’s Companies, Inc. is America’s
largest specialty retailer of building
materials and related products for the
do-it-yourself home improvement
and home construction markets.

Lowe’s 295 stores serve the
building and home center needs of
customers in 21 states located mainly
in the South Atlantic and South Central
regions of the United States.

Each Lowe’s store combines the
merchandise, sales, and service of three
businesses: the building contractor
business, the consumer durables
business, and the do-it-yourself home
center business. Thus, uniquely in
our industry, Lowe’s markets to a
triple customer franchise.

Our product assortment, which
includes many upscale national
brands, is counted in stockkeeping
units which currently number more
than 26,000. Our average store in 1987
did $8 million in sales, of which 44%
was to professional contractors, 42%
to home center customers, and 14%
to durables customers.

Our employees numbered 14,761,
or an average of 50 per store at the
end of 1987.

Lowe’s has been a publicly owned
company for 26 years, since October 6,
1961. Our stock has been listed on
the New York Stock Exchange since
December 19, 1979; on the Pacific
Stock Exchange since January 26, 1981
and on The Stock Exchange in London
since October 6, 1981. Shares are
traded under the ticker symbol of LOW,

LOWE'S

Companies, Inc.

PO. Box 1111

North Wilkesboro, NC 28656
(919) 651-4000
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