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1966

Net Bales . . . . . . . . . . .| 277,042,837
Net BEarnings . . . . . . . . . . $ 2,790,484

Per Common Share . . . . . . .| % 1.36
Cash Dividends Paid . . . . . . .| % 615726

Per Common Share . . . . . . .| § .30
Net Working Capital . . . . . . .| % 97650957
Total Assets . . . . . . . . . .| $28,559,208
Shareholders’ Equity . . . . . . .| #$11,793,757
Common Shares Outstanding . . . . 2,062,652
Shareholders of Record . . . . . . 1,985
Employees . . . . . . . . . . . B91
Customers Served . . . . . . . . 1,635,702

1965+
$57,043,741
$ 2,046,268
$ 1.00
§ 518,648

$ -25%,

$ 7,973,696
$23,095,800
$ 9,490,301
2,030,416
1,871

762
1,283,729

Per Cent

35.1
36.4

18.7

22.5

23.6
24.3

16.9
274

*Adjusted to reflect 1009 stoek dividend May 2, 1966,

The Colorful Success of Lowe’s |

1961 1962 1963 1964 1965 1966

About the Cover

The bar graph portrays Lowe's
sales growth for the past six
years, up from $31 million in
fiseal 1861, to $77 million in
fiscal 1966. The bars here are
color-keyed to the broad cate-
gories of merchandise which
helped produce this sales
growth, and the Lowe's mer-
chandise story is further ampli-
fied in pages 4 through 15.
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To Our Stockholders:

we's reached new heights in sales and earnings
in fiscal 1966, The sales increase of $20,000,000
doubled any previous vear's growth and the earn-
ings increase of 3744,000 exceeded the company's
total earnings in 1960, As the ten year review on
page 22 shows, the 3.62% return on sales is a
record high, and the return on stockholders’ equity
of 26.229% is the highest since 1959,

On May 2, Lowe's paid a 100% stock dividend on
the eommon stock outstanding, and also paid a eash
dividend of 8¢ per share on each of the expanded
number of shares — an indicated rate of 32¢ an-
nually. This 14.2% dividend boost marks the fourth
time in the past four years that cash dividends have
been raised. Management's purpose in the stock
dividend action was to attract new stockholders by
increasing the available supply in a more favorable
trading range.

Lowe's expansion program brought the number of
Lowe's Companies stores to 39, as grand openings
were held in four new locations. In May, the
Greensboro, North Carolina, store was relocated
in Lowe's most modern store facility, in an area
more convenient to the customers of this major
Market which includes the furniture center of High
point, North Carolina, as well as Greensboro.

In the past fiscal vear, money has become pro-
gressively tighter with the effect of slowing down
new construction. Yet it is with satisfaction that
we invite vour attention to the liguidity of our
finaneial statement. The company anticipates no
difficulty in financing a reasonable expansion pro-
gram in the 1967 fiscal year. To combat the de-
cline in sales of building materials due to fewer
housing starts, Lowe's has added new consumer
items for sale, inaugurated a major new remodel-
ling program, and through advertising and sales-
manship, extended the sales penetration of those
items not directly connected with new housing con-
struction. The results have been such that we at
Lowe’s look forward to a satisfactory vear in fiscal
1967.

We express our appreciation to Lowe's employees
for their dedicated work during this banner year.
The loyalty of our customers, our suppliers, and
our friends during the past twelve months has been
very gratifying, as has the support of our stoeck-

holders.
%p Z.é;- o

EDWIN DUNCAN
Chairman of the Board and President
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Building Materials

Illustrated here are a
few of the various
Building Material
items available at all
Lowe's Stores.

1. Farm buildings
2. Doors

3. Wallboard

4, Lakeside cottages
5. Brick

&, Nails

7. Cailing tile

8. Paint

9. Floor tile

10. Cement
11. Insulation
12, W t iron

railing
13. Paint brushes
and accessories

The Story of Lowe's 1966

Lowe's is a sales company, and we believe the 1966 chapter

of the story of Lowe’s can best be understood by foeusing
sharply on the merchandise we sell. Our artist has attempted to
portray the dramatic variety of this merchandise through
original full-color sketches on pages 4 through 14,

In this narrative section, we will discuss the developments

and Lowe's 1966 innovations in our merchandise, our markets,
our departments, and our services ; and finally our outlook

for the future.

The Home Construction Market

“Building Materials Are Our Business, And Our Lowe Low
Prices Mean Business,” goes one of Lowe's advertising
campaigns. Since the early beginnings of the company as a
mass marketer in 1946, building supplies have been the major
portion of sales volume. Adapting the low-margin high-volume
philosophy of the successful grocery supermarkets, Lowe's
immediately attracted the business of the building trades—
carpenters, contractors, developers, and home builders.

During 1966, the rate of housing starts has declined as the
supply of money for long term mortgages has become
progressively tighter, This decline in new residential
construction comes at a time when demand for new homes is
still high. Market surveys show that developers and speculative
builders are reducing their inventory of unsold homes and
apartments to the lowest levels in years. With demand high
and supply low, the housing market should boom anew as

soon as more long term mortgage money becomes available.

Remodeling

Lowe's has announced the Big “M" — a remodeling and
renovating program for retail customers. A huge demand for
“turn-key" remodeling service exists throughout our marketing
area. Lowe’s has developed a new concept in this field,

and we have recently initiated the plan in six of our Lowe's
stores. The sales results are execiting and forecast a dramatic
opportunity for increased sales and profits.

Essentially, Lowe's will merchandise home remodeling and
renovating to our retail customers through direct mail and
newspaper advertising. People desiring work performed will
visit our stores, bring dimensions, select the materials,

and qualify for financing. The customer will receive
information from our sales coordinator who will quote them
the “turn-key™ job price.

Joba vary in size from $100 to $26,000 and can be financed
up to 120 months. Lowe's offers customers the opportunity
to select quality name brand materials, and have the work
performed by the most professional and ethical independent
builder-contractors available in the area.

Lowe's Big “M" signifies Men, Money and Materials. A
“golden key" for the front door is presented to each customer
at job completion, establishing a personal and custom tone to
Lowe's Big “M" Service — our plan for more spacious

and gracious living.

The reception of Lowe's Big “M" by our customers has been
gratifying, and indicates the possibility that this new service
concept will make a significant contribution to future sales and
profits of your company.






Laumber

Illustrated hers are
a few of the various
Lumber Items
avallable at all
Lowe's Stores.
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From the redwood forests of the Northwest, from the fir
stands in Canada, from the great pine woodlands of the
Southeast, and from local lumber yards in nine states, the
best lumber finds 2 home at Lowe's.

Through ideas, one of the world's oldest eonstruction materials
has become one of the fastest-growing commodity groups we
sell. We have taken “the mess and the guess” out of buying
lumber. Each board, each two by four, and each moulding, has
an IBM data control number, a clean, labelled storage bin, a
market-oriented selling price, an air-conditioned display area,
and a forecasted sales rate.

The Buchan Lumber Company iz a wholly-owned subsidiary

of Lowe's Companies, Inc., and is located in North Wilkesboro,
North Carolina, It is a planing mill and dry kiln, and produces
framing lumber, mouldings, and siding for the Lowe's stores in
its market area.

The West Coast and Canada provide the greatest portion of our
lumber requirements. Every day of the year, rail carloads of
Western White Spruce, Douglas Fir, Hemlock, and Lodgepole
Pine are rolling east towards Lowe's land — to be diverted

to final destinations by the Purchasing Department based on
sales needs. A major freight-saving innovation this year

has been the scheduling of bulk West Coast lumber shipments
to East Coast ports via ocean freight.

Data Processing and Control

At Lowe's General Office an IBM computer system serves as
the nerve center for management’s control operation. Since
1956, Director of Operations Joe Reinhardt has continually
expanded the application of electronic accounting into formerly
prosaic areas of retailing. Every sales ticket is cost-audited,
providing daily gross margins by store and by salesman, and
weekly profit statements for each store. The perpetual
inventory reports show which items are moving quickly or
slowly, and which items turnover profitably.

The computer has made the salesmen’s pencils almost obsolete
at Lowe's. In most Lowe's stores, the salesman selects
preprinted cards for the items of merchandise desired by the
customer. The computer in the store extends and totals, adds
sales tax, and prints the sales ticket. This ticket serves as an
accurate load-out sheet for the warehousemen, and an itemized
purchase record for the customer. When the sales ticket is
printed, an inventory control card is also created, then
forwarded to the Data Processing Center for updating
inventory records.

On order for this fall is an IBM 360 computer system, which
will provide the capacity for a Total Information System, and
an expansion of up to 150 stores.
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Building Hardware

llustraied here are a
few of the various
Building Hardware
tems available at all
Lowe's Stores.

. Sinks
. Electric water

. Plumbing pipes

and accessories

. Lighting fixtures

Elgctrical supplies

. Electric wire

hardware

. Gutters and
downspouls

10. Bathroom

accessories

and tile
11. Bathroom fixtures

The market area that needs innovation most and welcomes it
least is represented by the various items of home “hardware”—
electrical, heating, and plumbing. These essential products are
merchandised through sub-contractors, mechanical tradesmen,
and installers. Few home owners can tackle a plumbing or
wiring project.

Complicating the matter are the widely differing building
codes, building inspectors’ interpretations, trade habits,
ingrained practices, general inertia, and in some areas, lack of
qualified mechanics.

Lowe's objective is to simplify the problem for the homeu?mer,
and make it easier for him to own our merchandize. To this
end, we have introduced new labor-saving ideas in 1966.

“Come Into A Warm Parlor,” savs Lowe's Spider. Lowe's Spider
Heating Package is a completely pre-fabricated home heating
system. It takes its name from its appearance. It includes

a gas or oil fired furnace, and the Spider's legs are the

pre-built galvanized ducts which carry the heat to each room.
All registers, grills, and controls are ineluded for a complete
installation. Although the package was designed as a do-it-
yvourself system by homeowners, it is also proving popular

with builders and even heating men because of its on-the-job
time-saving ability.

Perhaps the most archaic and code-ridden segment of the
building industry is plumbing. However, a significant advance
is being made by the plastic pipe industry. Beginning with
polyviny] flexible pipe for water carrying installation, plastic
is taking an increasing share of the market. Installation is
faster and simpler. The latest technological development is a
styrene blend pipe for residential waste disposal. DWV

pipe (drain-waste-vent) is now for sale at Lowe’s in a
pre-packaged kit for any three piece bathroom installation.
Fittings, joint cement, and directions are all included. This

kit has received an enthusiastic welcome from do-it-yourselfers
and professionals alike.

For the future, product research is investigating application
of the Spider systems to central air conditioning, and the
revolutionary new all-electric furnaces.

Delivery and Customer Service

Our marketing concept requires us to think first of the needs
and desires of our customers, rather than our own preferences.
Our customers have required more and more delivery service
over the years. We initially attempted to provide the service
through contracts with outzide delivery firms.

However, neither Lowe's or our customers were satisfied with
the arrangement. Deliveries were often late, costs fluctuated
from market to market, and the required consistency of
customer service was lacking. During 1966, we decided to bring
our delivery service up to the standards of other services and
programs at Lowe's. The latest time and labor-saving
equipment — dump trucks, hi-lifts, hydraulic arms, and
appliance delivery trucks have been added to each store.

(A hi-lift is shown on the inside back cover.)

Through analysis of material delivered, competitive purchasing
of the right equipment, and efficient scheduling of deliveries,
we have been able to reduce our delivery cost substantially,

and improve customer service at the same time. Management
believes this achievement will have long lasting benefit to

the company’s future,







Household Goods

Illustrated here are &

few of the various

Household Goods

items available at all

Lowe's Stores.

. Electric drills

a Emug lawn Eﬁ“n‘t

. Campin n
Muirfrs Enm

. Garden toals

Qutdoor barbecues

Electric knives

Electric steam irons

Garden hose

. Children's
swimming poals

A r TS

. Efectric fans

. Lawn furniture
Gym sets

Bempupmaws
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We use the phrase “household goods” to designate the variety
of products pictured at left. We feel they are “goods” in the
true economic sense of the word. Power lawn mowers, charecoal
grilles, gym sets, swimming pools, small appliances, all
contribute to the enjoyment of leisure and family activities.

Lowe’s leads in lowering the cost of ownership of these
products, both in established good sellers such as steam irons,
and in new favorites like the electric knife and the salon-style
hair dryer.

Innovations in Purchasing — 1966

During 1966, we have instituted a system whereby Purchasing
iz notified at the end of each day by our closed circuit teletype,
of every item that became “out of stock™ at any store during
that day. This allows the material to be bought, or shipped
from our Central Warehouse at least two days sooner than

if we waited to be notified by mail.

We have executed a program to locate and buy from more

than one supplier on all commodities, in order not to be solely
dependent on any one manufacturer. We also maintain a file
and performance record on all suppliers to insure that they are
financially sound and are capable of providing the services

we need.

As a mutual benefit, we have provided many suppliers with
pre-printed lists of Lowe's IBM data control numbers, model
numbers, and deseriptions of items we buy from them, which
facilitates placing orders by phone, speeds shipment, and

helps eliminate errors in handling merchandise. We've also
established definite times during each week to contact regular
guppliers with our orders, enabling them to provide quicker and
better service.

Improved product identification has received attention this
year. We have worked with all suppliers on this project.

In many instances, we have printed our model number and 1IBEM
data control number on all cartons or on the products
themselves.

We have formulated methods to use strategically located public
warehouses for storage and combined shipment of seasonal
products. This has reduced handling costs and enabled us to
give faster service to our stores in the peak of the selling
Seas0ns.

Awards and Recognition — 1966

1. Newspaper Advertising Executives Association — Carolinas

Best Retail Advertisement in Category . First Prize
2. Financial World 1966 Annual Report Survey —

Retail & Wholesale Trade Second Prize
3. Standard & Poor's Outlook —

“Thirty-three Super Growth Stocks™ .. .. ... Listed
4. Forbes — “Baby Blue Chips" .. - .. Listed

11






Home Appliances

1

Illustrated here are a
few of the varlous
Home Appllances
items available at all
Lowe"s Slores.

1. Surface section

ram,

2. Rnﬁl:ﬁhn
. Garbage disposals

lothes washers
lothes dryers
It-in ranges
nge Mﬂﬂlsl
ter heaters
9, Alr conditioners
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Lowe's major appliance sales have doubled as a percentage

of our total business in the last three yvears. These results stem
from a major reorganization of sales direction in this category.
Our building material business gives us a natural market

for built-in kitchen appliances and water heaters, and a strong
sales program has always been concentrated on these items.

However, since the homeowner, rather than the builder,

is the customer for refrigerators, washers and dryers, and since
different merchandising techniques are necessary, Lowe's

has taken the steps to reach this market more effectively.

Under the direction of Emmett L. Dugger, we have established
a major appliance sales department with its own sales
responsibility, display areas, incentive compensation, and
merchandising techniques.

The appliance manufacturers are introducing the most
interesting new products in years. A good example is the
split-door refrigerator-freezer. With its doors side by side, and
the new thin wall insulation construction, they will fit in the
space of the old refrigerator alone, and give fifteen cubic

feet of storage instead of eight! Refrigerators on wheels,
automatic ice makers, fifteen pound capacity automatic
washers, eve-level ranges with rotissieries — these are the new
appliances that are selling at Lowe's in record volume.

Advertising — 1966

Lowe's tried to “TAP" additional customers in 1966 with a
Total Advertising Program. This new approach began with a
corporate identification project. A fresh new design for the
company name was created. (It appears on the cover of this
report.) All graphic applications of the company logo have
been moedified accordingly. Outdoor signs, stationery, calling
cards, newspaper ad signatures, vellow page advertising,
credit cards, and brochures have all been redesigned. The
objective is to present a consistent and unified appearance to
the public at every opportunity, thus making our advertising
dollars work more efficiently.

The 1966 edition of Lowe's Buyer's Guide, our annual full-line
merchandise catalog, was increased in size by 509 this year

to allow for full presentation of our expanded product line,
Full color illustrations were used in thiz volume for the first
time.

Daily newspapers remain Lowe's most important advertising
medium, and during this year an interesting new production
process was evolved for newspaper advertisements. We have
replaced the use of lead type in composition, with photographic
film type, and offset printing techniques. This process

enables us to produce ads of varving size by photography
quickly and easily, and the ads reproduce more sharply in the
newspaper.

Other innovations and recent developments include a distinctive
new layout style for the newspaper ads, an institutional ad
series in national magazines thematically coordinated to
in-store merchandising, and a bright new advertising agency
relationship. In advertising, these are some of the contributing
factors to Lowe's growing reputation as a living legend.

13
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Home Entertaimment

INustrated here are a
few of the various
Heme Entertainment

items available at all
Lowe's Stores.

. Portable organs
Stereos
Tape recorders
. Electric guitars

. Amplifiers

. Portable televisions
. Colar televisions
Radlos

-

The growth of the leisure market, the fantastic new
achievements of electronics’ modern miracles, the renewed
emphasis on the home as the family fun center — all these have
helped create dramatic new sales opportunities for Lowe's in
home entertainment products.

Color television is the star of the show. After languishing along
for yvears at an annual 2ales rate of a few hundred thousand,
demand has skyrocketed in the last two years. 5,000,000 sets
could probably be sold this year if the industry could produce
them. Some industry executives say that it could take three
vears to satisfy consumer demand. Low priced black and

white portables have also increased the sales pace of the
market. Lowe's merchandises RCA, Zenith and General Eleetric
Televizsion.

The switched-on sound of the '60°s is that of an amplified
electric guitar. Guitars now sell one for one to all other
musical instruments, compared to one out of six a few years
ago. In 1966, Lowe's added a complete line of acoustic and
electric guitars, and amplifiers, to augment our already
successful sales of electrie chord organs.

In its first vear at Lowe's, the guitar line became the third
largest category of home entertainment merchandise,
surpassed only by television and radios.

Tape recorders, stereophonic record players, walkie-talkies,
and a complete line of radios, foreign and domestie, all help our
customers to “Swing Along With Lowe's.”

Policies and Outlook

At Lowe's, salesmen make sales, but management makes money.
Our Executive Committee provides the company's day-to-day
management decisions and is guided by its “Assignment

of Accountability,” which is:

(1) To maintain Lowe's competitive position in the market
place,

(2} To enhance the value of stockholders’ equity through
increased sales and earnings,

(2) To provide job security with satisfactory working
conditions, establish a climate for future growth and
personal development of company employees, and

{4) To maintain sound financial management and the fiscal
integrity of the company.

Our short-range “Assignment of Accountability™ is to achieve
company sales budgets, earn 209 net after tax on stockholders'
equity, earn 39 net after tax on sales, and to continue the
balanced growth and expansion of the company.

Lowe's will open six to eight stores in fiseal 1967, Until the
money market stabilizes, our expansion plans call for even more
selective market research, to the point of taking options on
desirable locations, and timing our openings to coincide with
improved housing market conditions.

However, the present uncertainty in the market is providing
Lowe's with new opportunities. Many of the local lumber vards
and hardware stores have been just trying to “hold on.”

In general, their costs are higher than Lowe's

and their product lines limited. Many of these “father-and-son”
lumber vards are going the way of the corner grocery store.
The current mortgage money shortage should speed this
process along, and lay a firmer foundation for Lowe’s future
growth and development.

15




Performance Graphs




Consolidated Statement of Earnings and Retained Earnings

Year Ended July 31
Earnings: 1966 1965
Net Sales $77.042,837 357,043,741
Other Income . 13,213 37,630
Totals $77,056,050 $57,081,371
Cost and Expenses:
Cost of Sales, Selling, Administrative
and General Expenses . 870,171,759 851,979,354
Rents . 310,162 274,609
Depreciation and Amortization . . . 548,520 304,701
Contribution to Employees’ Profit Shanng Plan . b38,245 414,981
Interest and Loan Expenses . 201,037 165,919
Total Cost and Expenses $71,769,723 $n3 3,139,4 464
Pre-tax Earnings . $ 5,286,327 $ 3,941, 907
Provision for Income Taxes 2,495,843 1,895,639
MNet Earnings . $ 2,790,484 $ 2,046,268
Retained Farnings:
Balance at Beginning of Year . $ 8,258,186 % 6,730,566
Net Earnings . ) 2,790,484 2,046,268
Totals $11,048,670 $ 8,776,834
Less: Cash Dividends . K 615,726 518,648
100 Per Cent Stock Dmdend . 1,025,634
Balance at End of Year . $ 9,407,310 $ 8,258,186
Explanatery notes on page 20 are an integral part of the financial statements,
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Consolidated Balance Sheet

Assets

July 31

Current Assets:
Cash

Accounts Receivable Less Allowance for
Doubtful Accounts — 1966, $522,044 ;
1965, $348,828 .

Prepaid Expenses . . . .
Total Current Assets .

Property, Improvements and Equipment:

At Cost Less Accumulated Depreciation —
1966, $1,427,428; 1965, $963,278

Other Assels and Deferred Charges:
Unamortized Loan Expense
Other Assets at Cost

Total Assets

Inventories at the Lower of Cost or Market .

1966
3 8,024,175

9,309,439
10,931,386

131,040
$23,396,040

5,058,446

19,626
85,006

$28,550,208

1965
$ 3,801,418

7,164,877
8,155,561

$19,186,549

3,832,066

26,200
50,985

$28,095,800

Eaxplanatory notes on page 20 ave an integral part of the financial statements,
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Liabilities and Shareholders’ Equity

July 1

Current Liabilities:
Accounts Payable and Accrued Expenses
Long Term Debt Due Within One Year .

Provisions for Employees’ Profit Sharing Plan .

Provisions for Income Taxes .
Total Current Liabilities .

Long Term Debt:
Notes Payable and Debenture Bonds .

Deferred Credits:
Unamortized Premium on Debenture Bonds .
Total Liabilities .

Shareholders’ Equity:
5% Preferred Stock — $100.00 Par Value
Authorized 500 Shares; Issued and
Outstanding 450 Shares .

Common Stock — $1.00 Par Value, ﬁuthurlzed
5,000,000 Shares; Issued and Outstanding—

1966, 2,052,652 Shares; 1965, 1,015,208 Shares .

Capital Surplus
Retained Earnings
Total Shareholders’ Efﬂllt}'

Total Liabilities and Shareholders’ Equ:tv "

1966

$10,718,088
320,933
408,558
2,182,504
£13,630,083

3,127,364

8,004
$16,765,451

§ 45,000

2,052,652
288,795
9,457131'“'

$11,793,757
$28,559,208

1965
$ B,927,742
282,174
332,188
1,670,749
$11,212,853

2,376,672

15974
$13,605,499

3 45,000

1,015,208
171,907
8,258,186

$ 9,490,301
$23,095,800




Notes to Financial Statements

Note 1 — Principles of Consolidation:

The consolidated financial statements
inelude the accounts of all subsidiaries, all
of which are wholly-owned, Four subsi-
diaries were grganized during the current
Vear.

Mote 2 — Long Term Debt:

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

(a) Four loans from a life insurance
company — twoe unsecured notes in  the
amount of $1,420,000 and two notes se-
cured by Deeds of Trust on certain real
estate in the amount of $1,770,200. Interest
rates on the notes range from 5% % to 69,
Maturities during the next three years will
be $225,687, $310,649, and $315897. Final
payment on the loans will be in 1981,
Among other conditions these loan agree-
ments place certain requirements on net
current assets to be maintained, limit bor-
rowing, and place certain restrictions on
payment of cash dividends. The company
haz complied with the restrictive clauses
of the agreements.

(b) 4% 9 debenture bonds in the ag-
gregate amount of $89,202 maturing an-
nually to 1967 at the rate of $34,773 with
a final payment in 1968 of $19,756.

(e} Various notes in the aggregate
amount of $168,795 incurred in the pur-
chase of and secured by real estate. All
these notez mature in monthly or semi-
annual installments with the final pay-
ments due in 1978,

Note 8 — Commitments and Contingent
Liabilities:

Lowe's Companies, In¢c. and its subsi-
diaries have eighteen rental leases expir-
ing more than three years after July 31,
1966, with aggregate minimum annual
rentals of approximately $208,975. None
of these leases extend beyond 1976 except
by option of the Company.

The tax returns of the Company and
its subsidiaries have been examined by
agents of the Internal Revenue Service for
the fiscal years ending on and prior to
October 31, 1964, The Company has re-

ceived the report of their examinations
proposing additional income taxes of ap-
proximately $490,000 for the fiscal years
which ended from June 30, 1960 to October
31, 1964. On adviee of counsel, the Com-
pany considers some of the proposals to be
justified and provisions have been made
for the possible liability. The majority of
the proposed adjustments are considered
by counsel to be without justification and
provision has not been made to cover a
possible liability. Protests to the agent's
reports are currently being prepared for
submission to the Appellate Division of the
Regional Commissioner's Office.

Note 4 — Employees’ Stock Option Plan:

Under the stock option plan approved
by the stockholders in July 1961, 130,000
shares (65,000 adjusted for 10079 stock
dividend on May 2, 1966) of the Company's
common stock were reserved for the grant-
ing of options at 95% of market value at
the date of grant. The following table sets
forth the transactions that have taken
place under the plan (all figures give ef-
fect to the 1009 stock dividend).

The options are exercisable at the
rate of 204, per year beginning at the ex-
ercisable dates shown below and may be
accumulated for one year except for the
fifth year. Of the original 130,000 shares,
options for 986 have not been granted and
the time for granting has expired. The

market value of the shares exercised dur-
ing the year varied from $15.25 to $18.50
per share.

Note 5 — Employees’ Profit Sharing Plan:

There is in effect a gualified non-con-
tributory employee profit sharing plan
established in June 1857. The Company
and subsidiaries generally contribute to
the plan the maximum amount allowed
under the Internal Revenue Code, that is,
157 of the apgrepate annual compensa-
tion paid to participating employees. The
trust ereated by the plan is the Company's
largest stockholder.

Note 6 — Cost and Expenses:

The Company's cost and expenses are
classified as follows in its annual report
to the Securities and Exchange Commis-
siom ;

Cost of sales, buying,
warehousing and

oCeupancy expense £64,844,723
Selling, administrative and
general expenses 6,240,
Provisions for bad debts 483,843
Interest and loan expenses _‘201.!}37
Total costs and expenses  §71,760,723

Note T — Capital Surplus:

This represents the proceeds in excess
of par or cost from the shares issued to the
employees in their acquisition of stock
under the stock eption plan.

Beginning exercisable date

Option price per share

Perzons invelved in original grantings
Number of shares granted

Shares forfeited

Exercised prior to 8-1-65

Exercised year ended 7-31-66
Outstanding 7-31-66

Granted Granted
10-9-61 B-20-63 Taotal

1-1-63 B-20-64

$ b.a2 § 550
21 10 a1
118,600 10,514 120,014
1,200 1,200
53,400 1,116 54,516
20,000 2,236 22236
43,900 7162 || 51,062




Statement of Source and Application of Funds

Report of Certified
Public Accountants

The Board of Directors
Lowe's Companies, Ine,

We have examined the consolidated balance sheet of Lowe's Companies, Ine., and subsidiary com-
panies at July 31, 1966, and the related statements of consolidated earnings and retained earnings
for the year then ended. Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our opinion the accompanying balance sheet and statement of earnings and retained earnings
present fairly the consolidated financial position of Lowe's Companies, Inc, and subsidiary compan-
ies at July 81, 1966, and the consolidated results of their operations for the year then ended, in con-
formity with generally accepted accounting principles applied on a basis consistent with that of the

preceding year,

Lenoir, North Carolina GRISETTE & BEACH
October 4, 1968 Certified Public Accountants




Historical Review: Ten Year Comparison

77,042,837

$ 5,286,327
$ 2,495,843
$ 2,790,484
$ 1.36
3.62¢
26. 22
$ 615,726
30¢

2,052,652
$11,793,757
$ 5.72
$ 3,024,175
$ 9,309,439
$10,931,386
$ 548,520
$ 5,058,446
§ 9,765,957
$28,559,208
$ 3,127,364

891
1,635,702
1,985

39






The Year In Photos

1.

Lowe's Greenshore Grand
Opening draws record crowds.

2,
A typical truckload of Lowe's
building materials,

3.
Lowe's gecond annual sales
training school.

4.

Fred Walters, manager of
Lowe's of Raleigh, awards a
contest prize to a Lowe's
customer.

.

Lowe's salesmen tnspect a
gewrmill producing dimension
lumber,

B.
Lowe's Swashbuckling
Hootenanny—400 salesmen,
managers, and suppliers at
Lowe's annual fall sales
promotion meeling.

T

A erew from Lowe's poultry
house insulation division.

E.

Lowe's modern delivery
equipment—not only door to
door, but floor to floor,




)
i
:
!

—

-‘A

T ————
SV S
—— T

A —
T




Store Locations

North Wilkeshoro, N.C.
Sparta, N.C.
Asheville, N.C.
Asheboro, N.C.
Charlotte, N.C.
Durham, N.C.
Winston-Salem, N.C.
Roanoke, Va,
Greensboro, N.C.
Raleigh, N.C.
Knoxville, Tenn.
Marion, N.C.*

Oak Hill, W, Va.
Richmond, Va.
Staunton, Va.
Bristol, Tenn.
Mayodan, N.C.*
Greeneville, Tenn.®
Newport, Tenn.*
Brevard, N.C.*
Middlesboro, Ky.®
Shelby, N.C.
Hagerstown, Md.
Nashville, Tenn.
Chattanooga, Tenn.
Hickory, N.C.
Huntington, W, Va.
Prineeton, W, Va.
Kingsport, Tenn.
Norfolk, Va.
Charleston, 5.C.
Dover, Del.

Vienna, Va.
Wilmington, N.C.
Boone, N.C.
Hendersonville, N.C,
Belpre, Ohio
Rockingham, N.C.
Waynesville, N.C,
Wilson, N.C.
Wilmington, Del.
MNew Castle, Penn.
Woadbridge, Va.
Newport News, Va,
Suffolk, Va.

*Ansocinte Stores

LOWES
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