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LOWE'S SALES exceeded 31 billion for
the first time and earnings reached a record
high in 1982. The most dramatic change in
the performance measurements was in the
share price which improved 129%.

This performance outstripped such
reliable and followed indexes as the Dow-
Jones, the S&P 500, the WValue Line
Composite, and the Wilshire 5000. It also
exceeded the performance of every major
international stock market.

Lowe's also performed very well in a
tough economic climate against a host of
fine competitive retailers in similar or
related businesses.

YEAR IN REVIEW

LOWE'S STORES are predominantly
located in the eastern end of America’s Sun
Belt. The 235 stores, now in 19 states, con-
tain more than 2.3 million square feet of
retail selling space. Plans for three dif-
ferent kinds of new stores, to broaden our
ability to serve our markets—present and
intended—have been announced.

An increase of at least 10% in square
footage (between 200,000 and 300,000
square feet) is expected in Fiscal '83. Much
of this will come from dramatic increases
in several existing stores, one of the most
cost-effective ways to expand.

LOWE'S RETAIL sales-per-square-foot
rose last year to $250 from $225 in 1981
and $193 five years earlier clearly indicative
of our ability not only to row upstream but
in difficult waters.

Sales to professional customers per-
available-housing-start rose to $436 last
year from 1980's level of $356 and from
*78's level of $207. That's a sensational
performance considering housing starts in
1978 were 2 million, in 1980 were 1.3
million and last year were barely 1 million.

Lowe's older stores, the 124 built and
opened in 1974 and earlier, beat the chain
average of $4.4 million in sales per store.
These contained a large number outfitted
with the RSVP sales floor.

RETAIL SALES at Lowe's, reaching 55%
of the total, became the driving force in the
Company’s dramatic growth in 1982—one
of the worst years for housing and retailing
since the 1930s.

Steady increases, with positive monthly
retail comparisons in 11 of the months,
propelled the Company to its sales record
of $1.04 billion—fulfilling a 20-year
dream. Professional customer sales were
positive in the second six months of the
year and closed with startlingly high
percentage gains, despite the fact that
housing starts were sluggish the entire year.

Retail business at Lowe's is fueled by the
D-I-Y handyman and the professional
business relies increasingly on a growing
group of customers other than pure
homebuilders.

Company Profile

Lowe's Companies, Inc.

is a specialty retailer of building

states, located principally in the South Atlantic and South Cen-

materials and related products for the home construction and
home remodeling markets. Lowe’s has been a publicly owned
company since October 10, 1961, Its 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 (London) since October 6, 1981. The stock is
listed under the ticker symbol of LOW,

Lowe's presently operates a total of 235 retail stores in 19

tral regions of the United States. Each store combines the mer-
chandise, service and functions of a lumber vard, a building
materials supplier, an air conditioning, heating, plumbing and
electrical supply center, a hardware store, an appliance and home
electronics dealer, a hard goods discounter, and a professional
marketing company. Merchandise items, many of which are na-
tionally advertised brand names, are counted in stock keeping
units which currently number 15,000. The typical store stocks ap-




LOWE'S CUSTOMERS determine what
we sell them. Last year the dollar volume—
51.5%—was in products in the structural
lumber and building products categories.
But the growth in sales of these was
significantly off and accounted for the two
lowest compound growth rates in all of
Lowe's product categories.

Significant increases were measured in
those producis more often sold to the
D-1-Y homeowner. For example, home
decorating items were up 27%, home enter-
tainment was up 46.5% and yard and patio
items were up 24% . These are among the
central product categories benefiting from
RSVP strategy. Also significant is that
these carry higher margin opportunity than
those which help enclose new space such as
lumber.

LOWE'S CARRIES 15,000 different prod-
ucts, 10,000 of which are in each of our 235
stores. In-stock status is currently running
95%.

Using a perpetual, near-real-time inven-
tory status system, linked from stores to
the general office with Accusale terminals
and computers, buyers are never more than
24 hours from the reality of stock status,

Sixty percent of our retail products go
through our distribution warehouses in
North Carolina and Mississippi and are
distributed daily to the stores via 56 trac-
tors and 188 trailers which made 10,000
deliveries last year covering 5.5 million
route miles.

More than 5,600 Lowe's items are
automatically replenished by the automatic
inventory system which also locates items
within the warehouse and schedules se-
quential loading of trucks and even plots
maximum per fnrmance routes.

LOWE'S SALES, pricing and inventory
system, Accusale, today literally is the
Company’s mechanical heart. Operating
around-the-clock every day in the year, this
system links two IBM mainframes to 235
Data General mini-computers in the stores
and to 618 printers and 2,480 in-store ter-
minals.

It does such diverse jobs as maintaining
“‘company firm'" prices on all products and
figures each salesman's commission on
each item he or she sells on each sale made.

It's one of retailing's most successful—
and most emulated systems.

i
T et

RECENT MODIFICATIONS in Lowe's
sales organization structure are designed to
increase flexibility by managers and field
supervisory staff and to build a logical, ef-
fective and geographically-sound system
for future growth.

Efforts are underway to reduce field
units o a maximum of 15 per supervisor
and to cut travel distances to 150 miles so
weekly store visits can be made. It's a plan
for the future in a company planning its
future.

fEﬂIIFﬂfHHIfHIH!r'1“3]&%41“ )

TSI AT I;—-—-,i

retailing of
building materials is highly fragmented in

COMPETITION IN the

the United States. Lowe's, the largest
retailer in this sector of retailing, does 2%
of the estimated $50 billion in sales.

In the discount retailing sector, also
estimated at $50 billion in annual sales, the
largest company—K mart—does 33%o.

Even the 25 largest in our business did
only 44.5% of the total business.

We believe this is ample space to grow at
almost any rate we choose. We call it
Lowe's “‘concentration of opportunity.””

proximately 10,000 of these. These items are sold to two major
and Professional
Customers—within the same store facility. The average store in
Fiscal 1982 did $4.4 million in business of which 55% was to the
Retail Customer and 45% to the Professional Customer. The
company employed 7,080 persons or an average of 30.1 per store

customer groups—Retail Customers

at the end of the fiscal year.

Lowe’s general office is located in North Wilkesboro, N.C.

About the Cover

Symbolic of “*Happy days are here again,
Melanie Winsten of New York, is her impression of the vibrance
and vitality of a Lowe's store opening. We think it's a great proxy
for the feeling inside and outside the company for the way our na-
tional economy has turned around. Together with all the happy
folks pictured on the cover we are quite confident about the future

" our cover, painted by

and especially about 1983. We hope you enjoy the rest of this An-

nual Report.
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May 10, 1983
Dear Investor:

This letter js more gratifying to write than have peen those of the last tWO years. Regardless
of when economists fFinally decide if and when @ national economic recovery actually beagan,
there can be no doubt when 2 puuerfuI recovery was 1aunched bY Lowe'S. we call it Fiscal 1982,
gur first pillion dollar year.

Now, for the year, and for the record, here's how we did. Because we've split the stocks five
shares for three, since the fiscal year ended, we'll ctate these key results poth ways:

Fiscal Fiscal
Change 1982 1981

sales

petail +24% $ 5?3,?44.0&0 $Aﬁl,212.ﬂnu

PrﬂfessionaI + 9% 463 288,000 426,830 000
Total +16% fl.ﬁSE,DBZ,ﬁﬁﬁ EEEB.UE?.Dﬁﬁ
Net Earnings +41% $ 25.131.Dﬂ0 $ 1?,359,Dﬂﬁ
cash pividends + 5% $ 9,800,000 $ 9,376,000
garnings Per share pre-sp1it +36% $ 1.26 $ 91

{ZD.DDD.DDD shares)
garnings Per ghare pustﬂ5p11t +36% $ 75 $ .55

{33,333,333 shares)

In our 1982 results presented apove, the dollar totals of oul retail sales» our net garningss
and our cash dividend payout reflect all-time highs for Lowe's-

In last year g annu report to y W tated ou pelief tha wour perfo ances that of
ther re ailer 19805, 11 be judg by criterion hich we 1 competitive
Pruf1tab111ty, nat dynamic happeningd when a comP y increases ma ket share nd si 1taneously
attains 1 gross les. We d that last year d exp to do it again 3
We believe C titive profi ability W 11 the hallmar of well-Tun pusinesses n th
decade." 20 re glad to continued progres in this key criterion higher gross

rgin ha attaineds f 23.3% 1 & £ in 1981, 5 n 198Z, 1 on

1F0 basi js an 5y rate incr ase ¢ the two years, 2 d nperating ciplines an

C P

marchandising <trategies have helped us pass the first test of nmpetitive rufitabiTity.

Crunched py high jnterest rates, new housing starts in the nation dropped from 1,094,000 in 1977
to I,UEI.E{}D in 1982, 2 533 decline. put our sales to builders and other pmfessinna‘l customers
have increased from $207 toO $436 on @ 5a1e5-per+nat10na1-start basis. for more than 2 doubles
during thesé came years- In the souths retail sales of Tumber puilding materials and hardware :
grew From $13 billion in 1977 to £17.3 pillion in 1982. Qur retail sales are up from £250 million
in 1977 to $571 million in 1982. S0 Lowe's accounted for 1.9% of the total five years ago, and
3,3% last years, thus achieving 2 74% gain in market chare. 0 in both customer areas, We have
pa55ed the second test of Enmpetitlve Prufitabi\ity.

How wWe aﬂcomp1ished this is the story of 1982. No real thanks 1o the housing industry are in
order, for what has been prujected for several months now js just coming to pass in actuality.
The recovery in housingd starts and its benefits to Lowe's will be measured in 1983 as part of
what we anticipate will be 2 very good year: put last years and 2 1ot of what happens in 1983
and years to COMmE, is a story of how We rowed upstream against some gtrond currents, how we
responded to the challenge of becoming petter merchants celling to the du+it-yuurse1f nome
1mpravement markets; and how We renriented our traditionaI home puilder sales effort to 3
proader, more prufessianal appruach.

The changind dynamics of sales and prnf1tahi1ity for 1982 may best be underatﬂud by reviewing
the sales trends per average Lowe's stOTe, pr35ented in the chart on page 14. Our prufessinna1
sales efforts were aple to stoP the downward trend of prufessional sales Per store and level
them, effeatiue1y arresting the downside nperating leverage of prior years. Thus when retail
sales per store were increased bY 320,000, this pruvided additionaT jear-tu-year operating




Our retail sales continue to benefit from the program we call RSVP, for Retail Sales Volume

and Profit, Although it began as a store remerchandising program, it is in reality, a
Strategic Framework around which many other organizational improvements are rallying, and being
successfully challenged to better performance. It has become a Philosophy of improvement in
virtually every department, so its key benefit has been to "retrofit" our minds as managers
within the company.

Another significant event began in 1987 and concluded just after the New year began -- the sale
of 1,750,000 new shares on February 1, 1983. This was the first time Lowe's has sold new shares
on the open market and the results will have beneficial effects for Years to come, The new
shares were priced at $32 each, very near the all-time high price at that time. This means that
we have approximately $54 million in new funds with which to grow and enhance the business of the
company. The effective cost of this money was about 4% after tax, a significant saving from the
prevailing interest rates of more than 12% at the time. Additionally, we used the opportunity to
tell the Lowe's story to old and new investors in seven cities in North America and eight in
Europe, in less than two weeks meeting with more than 700 professional investors. More than
one-third of the new shares were placed in Europe and Canada, solid indication of the growing
international interest in the company and its future,

When these new shares were added to our outstanding number and then split, we came to the number
of 36,248,475 shares, which you will see this year in quarterly reports.

We now operate 235 stores in 19 states. Of these 137, representing more than 70% of our retail
selling space, have been remerchandised with our new RSYP sales floors. We have developed a
balanced, portfolio approach to stores and markets so that our response to different markets
will be appropriate to their differing sizes, maturity, store presence and growth potential.
This plan is discussed elsewhere in this report.

Additionally, throughout this annual you will find reports of improvements made or being put
into place in the vital areas of inventory management , merchandising prowess, distribution
and sales organization. You wil] note an additional change in this year's report from many
of our previous ones -- it doesn't have S0 many words and it has a lot fewer numbers. We
think all the essential numbers and words are still here, however, and we hope you Tike the
change,

A few weeks ago Malcolm Forbes, publisher of the magazine bearing his name, quoted a
restaurant-owner friend aboyt why he did not despise a recession. "To tell the truth...it is

a challenge and gives a good opportunity to check thoroughly our menus and cooking, to tighten
the rein on those in the kitchen, from the chefs down to dishwashers and all the dining room
attendants, and to give personnel incentives to work out the ways to improve on old methods and
a host of other things we think we are too busy to bother with in seemingly good times," We

agree. -- from the chefs to the dishwashers, as he put it.

We have used the time to do a 1ot of things -- many of which are bearing productivity gains
already. It is with considerable pride that we point to a strong and conservative accounts
receivable, bad debt management and gross margins. To some in this business, in recent years
merely surviving was a major accomplishment. To us it was not enough. The Lowe's team has
never heen stronger and it is good that it is. The future is filled with challenge and great
opportunity,

Patricia Coleman, editor of Building Supply News wrote recently, "To win in the coming years,
retailers...will have to be swift. Damon Runyon once said, 'The race may not necessarily go
to the swift, byt they are the ones to Put your money on if you're going to bet.'"

We deeply appreciate Your support through this time of transition. We are optimistic that
1983 will be 3 year of robust growth in sales and earnings, We firmly intend to merit your
continuing support,

Cordial good wishes,

bt £ Szmdtes Wﬁﬂ '

Robert L. Strickland Leonard G. Herring
Chairman of the Board President and Chief Executive Officer
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Shares Out-Gained
While more interest-sensitive than we care for them to be and still more cyclical than we intend for them

to be in the future, Lowe’s shares out-performed every major U. S. stock index last year and out-
performed every major stock market index in the world.

his was the third straight year that

I Lowe's shares performed better than
the Dow-Jones 30 Industrial
Average, that “‘grand-daddy™ of indexes
most-widely quoted and most-widely
cherished by American investors. Last year
the Dow was up 23.5%. Lowe’s was up
128.6%. The performance of other Amer-
ican indexes is indicative of the truth that
the beginning of the rally, set off in August
last year, favored the Blue Chips more than
the broad range of market issues. For ex-
ample, the Standard & Poor’s 500 was up
only 20.7% and the even broader gauge of
the entire market, the Wilshire 5000, rose
21%. The Value Line Composite, included

Lowe's Stock Price Performance
vs Selected Indexes

% Change
1-31-82 1-31-81 1-31-80
L[] to L]

Index 13183 13182 13181

Lowe's SI0CK e + 128.6% + 5.0% + 17T.8%

Dow Jones 30 Average + 235% - BO% + B2%

Standard and Poor's 500 + 207% - 7.1%  +130%

Valug Line Composite + 24.4% - 823% +105%

Wilshire S000 + 0% - TI1%  +132%

Selecied World Stock Marke! Indexes

France - A% - B8%
Garmany + 95% 4+ 30%
Hong Kong = = = = - JTA% -10T%
Haly === - 28% =103%
JAPAR = = = = + 1.1%  +143%
LONdOn se— + TA4% +243%
NYSE == + 207% - B6%
SiNJapors s— - 28% + 9.3%
Switzariand = = = = + 14.3% =-121%
TOroni0 e— + 137% -1948%

SOURCES: The Economisl, The Wall Sireer Jourmal,
Vaiue Line Investment Survey,

1862 Monthly Averagoes—World Bourses
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here for the first time, rose 24.4%, saying
something about why that service's stock
picks is so popular with the average in-
dividual American investor.

The previous year all four had been ship-
ping water with the performance under
what it had been the previous year. At the
same time Lowe's had been up 5%.

Pointing further to the validity of the
theory that Lowe's shares tend to perform
well against almost any broad-gauge mea-
surement is that for the third year in a row
Lowe's outperformed the indexes of the
world's major stock markets.

In Fiscal 1980, the Italian and Singapore
market had been better performing. In
Fiscal 1981 only Japan’s and the British
market indexes out-performed Lowe's
shares. In 1982 Lowe's clearly took the lead
against all of these indexes with only the
British and Swiss indexes coming close to

even what the various American indexes
were able to record. Part of this, no doubt,
can be accounted for by the significant
strength of the U. S. dollar, in the wake of
the unprecedented and dramatic drop in
U. S. rates of inflation and the prospects
for a real and sustainable recovery. It also
shows with graphic clarity that the
American economy and its health is the
maost important factor in world economic
health, a clear reason why American
equities are in such vogue presently with in-
vestors anvywhere money is free to flow to
achieve maximum rates of return. The flow
of commerce and capital across national
boundaries as a historic fact is seldom bet-
ter described than in The Wheels of Com-
merce, volume two of Civilization & Capi-
talism, 15th-18th Century, by the il-
lustrious French social historian Fernand
Braudel.

Financial Highlights

(000s) Except Per Share And Percentages

For the year

Sales of products and services. . .........
MNetearnings . . ... N R TR R
Each Flow . L e e e

At year-end

Total capitalinvested . .. ..............
Shareholders’ equity. . . .....oiivvnnnn

MNMumberofshares ... ..............c.0.

Per share*

DT TL ] A e e
Dividendspaid . . ... .....ovvvrrvsnnss
Shareholders’ equity—year-end .........
Cash oW s sl s e U

Measurements

Asset turnover (Sales/asset dollar) .......
Return on sales (Earnings as % of sales) . .
Returmonassels .. ..ovincvnsnnnenns
Leverage factor (Asset dollars/equity dollars)
Returnoneguity.....ocovvuevucinceus

tMFIFO Net earnings . ........... R

FIFO Earnings pershare*. ... ....... i

T Fiscal Fiscal
Change 1982 1981
+ 16Ty £1,034,032 $888,042
+ 4% 25,131 17,859
+ 4%y 39,794 28,381
+ 28%, § 393,500 £306,564
+ 12% 198,783 177,501
+ 16% 61,864 53,280
+ 2% 13,333 32,555
+37% 5 .15 5 55
+ 2% 29 .29
+ 90 5.9% 5.45
4+ 37% s 1.19 5 87
,,,,,,, 3.37 2.94
,,,,,,,, 2.43 2.01
........ 8.19 5.92
...... 1.73 1.79
,,,,,, 14.16% 10,57 %,
+ 4200 § 25956 § 18,326
+ 387 5 .78 5 .56

(1) The Imvernal Revemie Service amended its LIFO conformity regulations on Janaary 16, 1981, so thal supplemental or explanatory
d'&'ﬁhuh' by a LIFO taxpayer, of carnings on a basis other than historical LIFC cost, would nod violate the Internal Revenae Code. In
this regard, the supplemental information i shown above using the FIFO method of inveniory accounting.

*To nearest whole cent. Change perceniages calculaied from anrounded amaounis.,

Lowe's Companies, Ine.
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How Brer Rabbit Done Give de Slip to 01’ Brer Recession

The flight from the market and the re-
turn in recent months is nothing new,
Braudel points out **. . . one finds that the
abandoned enterprise had ceased to be suf-
ficiently profitable or safe, and that it had
become advisable to invest elsewhere. As a
merchant put it, *better to stand idle than
to labour in wvain'..." Then Braudel
writes, ““There was not a town in Europe
whose money did not spill out on to the
neighbouring land.*"

America became Europe's laboratory of
capitalism. ““Europe had a fresh start in
America: an immense opportunity. Here
she could make a new beginning superim-
posing her own diversity on the diversity of
the new continent." So too Lowe's has had
the opportunity of place and the opportuni-
ty of time—1to grow in less than a guarter-
century from 15 stores doing $31 million in
business with a market capitalization of
about $20 million to today's 235 stores do-

ing more than $1 billion in business and a
market capitalization at the end of 1982 of

Courtesy, TIME Magazing, New York

£640 million. A very successful experiment
in one part of this vast laboratory! [ ]

: I e .
Fconomist
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Lowe's Stock Price vs Selected Stock Indexes
B Lowe's Stock Price

1980 1681

B Standard & Poor's 500 B Dow-Jones 30 Industrials B Wilshine 5000

B Valua Line Composite Index

24 156 1180 1540 218
22 143 1100 1470 11:15]
20 T i I]E li T Iy Y14 i| i 1 1 II—[ ! " CEE. e .
l J

N 1'! J iIl|!r..i'||lllil*|'i | | o pllaads

l. | 1 i 1dd
11 I I‘- I Y L T | R ﬂll oy
salea [H i I .|_|.I ' Il_l! — | 31 900 1180 128
i# IIIL I ! ! I | } i (T ! 78BS0 120 108
10 4 B ) I I =¥ G5 800 1050 50
i ! L - —+ B 1t s2 ™0 o0 72
8 : i | ! B 700 80 54
4 b o] B850 Ban L]
TFTwTatwTaTaTsTolwlola [FmlaTulalaTalslolnlola [FImlalula[als 0Nl " * ™ °

SOURCES: The Wall Sireel Journal and respaciive indexes.
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Other Equities Are
Competition Once Again

Competition is simultaneously the most difficult thing to measure and the easiest thing to measure.
Lowe’s faces and meets competition in a variety of markets on a multitude of levels.

customers to buy the products we sell

against a wide variety of other mer-
chants in each community in which we
operate. That fragmentation of competi-
tion is dealt with in a later portion of this
Annual Report.

But in another sense Lowe's faces com-
petition we sometimes don't even Know
about or readily recognize. That primarily
is the competition Lowe's faces for the in-
vesiment funds which tend to flow 1o
retailers in general, hard goods retailers in
particular; cyclical plays in particular, and
broad recovery moves in general,

In a real sense Lowe's in the past several
years has been competing with such diverse
investments as stamps, art, furniture, Ara-
bian horses and the like, which generally
are regarded as objects to be acquired for
their intrinsic value and satisfaction rather
than as investments. The dramatic de-
creases in inflation have turned the in-
vestor's attention back to more conven-
tional forms of capital formation and away
from unconventional forms of capital pro-
tection. Thus the boom which was set off
on Wall Street, heard around the world last
August, and which continues at a nearly
undiminished level.

Today Lowe's compelitors are not the
inverted airmail stamp of 1924 or even the
St. Gaudens 320 gold piece, and certainly
not a Shaker chair or a Meis van der Rohe
chaise longue or a Jackson Pollock paint-
ing. Today the competitors more properly
are called Payless Cashways, Dayion-
Hudson, Penney, Tandy, Stanley Works
and the dozens and dozens of well-
managed companies in businesses similar
to ours or the hundreds and hundreds in
businesses dissimilar. Or the competition is
in indexed funds and mutual funds and in-
dexed futures and bonds and the like.

In one sense Lowe's competes for

For many vears Lowe's has measured
itsell in these Annual Reports against a
band of hardy and progressive merchants
in similar or somewhat similar fields in

Lowe's Stock Price and Trading Volume

Shares S10ck
Voluma Price

(200}
00— 15

50— 30

240~ ¢

12043y

what we call our Profitability Model. One
of the real key comparisons in this Prof-
itability Model is the profit per employee
these companies turn in. In 1981 we drop-

MW, Winsten

— Giock Price
— Shases Traded
samsss PrimaAato%

== = = Conveniional
\ Morigage Rate%

¢
Fiob, 5
SOURCE: Media Genaral Financial Services, Inc
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Lowe's Companies, Inc.



Lowe's vs Selected Others—Stock Price, Market Capitalization and Dividend”

Stack Sineh
‘mm Price Par lm Prics Par
AT 1M Sharw
Company ba WIES W ket 1Nme
Lowe's +1286% $19.20 4+ 50% S 8.40
O-1-Y Retailers
Hechinger +186.2 2525 + 28B4 873
Homa Depot +437.0 29.00 A 5.40
Pay 'N Pak + 568 1342 + M9 B.56
Payless Cashways  + 1371 4150 + 178 17.50
Scottys +100.6 1900 - 27 9.47
Waolohan + 923 650 - 480 338
Daparimen! Stores
Carter Hawley Hala 4+ 7.7 1578 - 250 14,63
Dayton Hudson + 913 5525 +273 26,88
Foderated + 2532 47,88 +209 38,25
Macy's +130.2 39.92 +238 17.34
May + B5G 4500 - 25 2425
Woolworth + 381 2400 -292 17.26
Matlonal Retall Chains
K mart + 5886 2638 - &0 16.63
Pannay + 698 8200 4+ 3nT 30,63
Sears + BEQD MEI 4+ 130 17.25
Wail-Mar +121.8 4T00 4 413 21,19
Spocialty Retallars
Best cts + 57.2 2’/TE - 191 16,38
H. J. Wilson + 207 1838+ 100 1523
Standard Brands Painls 53,5 19,00 = BB 12,38
Tandy + 549 5538 + B&2 25,76
Toys “A" Us + B0A 4025 41030 2233
D-1-Y Manufaciurers
Black & Decher + 305 2088 - 1.7 16,00
Masco + 538 2TE0 4+ 187 17.88
Stanlay Works + 351% S22E) - 63I% 51675

20.25
1384
1357
21.25
11.00

18.13
14.894
§iT.68

*Per share amounts adjusted for all splits elfective prior to May 7, 1883,
**Current indicated dividend on 1/31/83, Wall Streel Jourmnal,
S0OURCES: Standard and Poor's Compustal, Medla General, Company Annual and Quarterly Reports, The Wall Street Journal,

S Changs Cap.

L ]

teimimy vk
+134.4% 56400
+ 190.8 346
+507.4 328
+ 556 58
+175.9 560
+ 1435 224
+ 90,0 38
+ 187 502
+ 921 2,663
+ 253 2,320
+ 1346 2,001
+ B4 1.208
+ 405 T35
+ 503 3,284
+ Ta6 3,820
+ GI.7 10,061
+1209 3,159
+ 1566 408
+ 224 142
+ 571 209
+ 58.4 5,783
+ 108.1 1,419
+ 304 a7a
+ B4.0 1,476
+ ¥2% § 618

+ 203 148
MA 54
+ 125 63
+ 18.0 203
+ 11 a2
= 459 20
- 183 423
+ 28.0 1,386
+ 21.0 1,852
+ 24 B53
- 30 03
- 285 523
- 45 2,081
+ 41.2 2,20
+ 248 G,001
+ 41.7 1,374
- 1889 159
+ 208 116
- 88 133
+ 696 3,608
+111.0 682
= 1.7 674
+ 176
- 49% 5§ 444

Markat
Cap. 5 Cusment
el 00 e
_1mim . Diidend™> Dbidend oo _ Wisld
$ 260 5. 5 .12 +20.9% 1.6%
a2 A2 HIL HM
HA HIL MIL HM HIL
56 5 -3 19.4 38
172 24 08 24.8
9 AD 05 518 21
k1 NIL A2 HIL NIL
518 1.22 a5 51 7.7
1,083 1.20 B8 131 22
1,53 10 1.50 7.0 4.4
680 &7 a2 159 1.7
725 1.82 1.15 98 40
™ 1.80 1.40 52 75
2,159 1.00 56 123 38
1,550 2.00 1.48 6.2 39
4,807 1.36 1.08 4.7 48
70 18 04 351 A
186 3z HIL MM 1.2
96 20 03 48.1 1.1
146 45 23 14.4
2181 HIL HIL MM HIL
3z HNIL MIL HM MIL
TE3 L A48 1.6 25
85 44 AT 187 18
§ 487 $ .76 340 137% 34%

PI/E Ratio

a0 20

10

Profit Per Employee
LOW
PCI
PHP
s
JCP
KM
1,500

Lowa’s = LOW/Payless Cashways = PCUPay'N Pak = PNF/Sears = SIPenney’s = JCPK mart = KM
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ped out of first place behind two energetic
and dynamic companies. This last year we
came back up a little and are in second
place by a margin so small that statistical
rounding could change positions with us
and the third place company. We think the
point, however, is still very valid and that is
that not only do we work hard as em-
ployees of this company, it seems oo that
companies in specialty retailing turn in a
better Profitability performance than those

in the big national retail chains.
Additionally, three years ago Lowe's
began to present what has become one of
the most popular features of these annual
reviews for investors—Lowe's vs. Selected
Others. In this we try to make the com-
parisons as alike as possible, including
FIFQ and LIFO information in the pasi
Continwed on page 8



Continued from page 7

five vears if a company has adopted the
more progressive LIFO method of inven-
tory accounting.

With professional analysts we believe
that such things as sales and earnings are
important and that compound growth rates
are also important. We think that the sizes

of sales and earnings are important 1o
understanding what others are all about
and that when you understand the industry
in which we operate—and some of the
other industries that are somewhat similar
to ours—then can you more fully under-
stand what Lowe's is about, and what
Lowe's is trying to accomplish.

We have an internal slogan that says
“There's more to Lowe's than Lumber.™
That's sort of in the calegory with the
biblical admonition that “Man does not
live by Bread alone.” But as surely as that
does say that man lives by bread, it also
means that there is a lot of lumber bought
and sold at Lowe'’s. So we are a lot like

Profitability Model
Fiscal 1982 Figures*
. Total Toltal
Tadal oial mning !I'I"l'
Telal Tetsl Baginning E a Barl:w' e Shr % Rsturmn RAslurn i Asturn Hu:'m l::l l'f:I'ﬂ
Organization Saler Pralit Asssis Asssts by Azant on = on Lawarsge = on R .
fStock Symbof) {000.000)  (DGO000) [BO0,001)  (900,000)  (900,000) m Tumcess  Sakeit%)  Asseis(%) __ Fuetor quit%) _Emplay Employ Employes
L] = 3 (ay 15 i1} 1] 8
Lows's (LOW) % 10340 § 250 5 2086 5 2538 $ 1TTA 5 todA 337 243 819 .73 14.2 7080 48045 23,545
Paybans (PCH) 603.2 =R 0.1 2E3 2 1] 1437 2487 3.83 137 204 22 8518 2 544 3,544
Pay 'N Pak (PP 187.2 8.4 978 195 anz aT4 182 .42 6.54 243 159 1,343 130 404 4,785
Baars (5 30.010.8 BA1.Z 34,5094 30,5421 82889 HBIZA BT 287 250 47 104 400,600 74280 21
K miart (RM) 18,7722 18 6.857.3 73437 24558 26013 252 1.58 163 2 1.7 240,000 BESY T0m
Paanay (JCF) $1.414.0 $1e20 $ 81080 § 68820  £28330 $3.228.0 184 343 832 21 14 172,000 § 85077 $2.268
“Lowa’s, K man snd Penney yeals snded af of nasd 11310 it Tedal Sales = Bagening Adnets ) Bagineety Assars = Baginassg Eguily ITi  Tots Sales = Mumbaerof Eregésyeen
Paylani anded VIQOTED, Pay S Pak anded 32683 @ Totsl Peafin = Tobsl Sales B Tolal Prafia = Beginning Eguity B Totsl Pralit = Numesr ol Esglayess
el Seary anded 1203103 [ Todsl Profil = Beginning Asssis M A Year End
Lowe's vs. Selected Others—Earnings and Sales
LIFD 1982 1877 5-¥r. 5-¥r. Current® 5-¥r.*"
ar Eamings Earnings CGR 1982 1977 CGR PIE Hi-Lo
Company FIFO Par Share Per Share E.P.5. Sales Sales Sales Ratio P/E Ratio
Lowe's L-7a $.75 $ 11,0340 5 B616 8.3% 28 30-9
TB{A) § TB{A) 5%
D-1-Y Retallers
Hechinger L-75 A5 2 323 241.3 826 211 34 30- 4
Home Depot F A8 — 1O[BNK) MM 1176 7.0(8) 156.1(C) &5 BO-10
Pay "N Pak F BT AT 88 1873 |81 138 14 18- 3
Payless Cashways L-80 1.92 603.2 1835 269 22 26 8
1.97(A) TBA) 204
Scotty’s L-81 1.07 3239 132.0 19.7 18 21- 6
1.07(A) STiA) 13.4
Wolohan L-T4 BE 7 -323 89.2 1158 - 51 50 Gd- 5
Department Stores
Carter Hawlay Hala L-74 155 2.14 - 6.2 3,054.8 16476 131 13 14- &
Dayton-Hudson L-&T 4,12 1.95 16.1 5,660.7 2,484.7 7.8 15 16 &
Federated L-47 4.79 4.05 3.4 7.698.9 49234 9.4 11 1 6
Macy's L-&7 .28 1.29 20.5 3.219.4 1,768.5 2.7 14 17- 4
May L-54 4.87 317 8.0 3,670.4 2,380.0 2.0 0 10- §
Woaolworth L75 283 3.88(D) - B.IE) 5.124.0 4,342 (D) 4. E) NM 11- 3
Mational Retsil Chains
K mart L-74 2.06(K) 239K} - 28 16,7722 8.941.0 1.0 18 14- B
Pannay L-TS 587 462 49 11,4140 BE22.0 5.8 9 10 4
Sears L-TS5(F} 2,46 259 = 1.0 30,019.8 22,878.0 5.6 13 13 &
Wal-Mar L-T5 1.82 Aar ars 3.376.3 G785 ara n 308
Specialty Retallers
Baest Products L-78 245 1.581.7 A2 2G) 28.3{H) 19 14- §
2.30(4) 1.B3(ANG) £.2(H)
H.J. Wilson L-79 T2 458.2 1242 208 12 41- 5
TBIAY 1.29(A) - 9.6
Standard Brands Paint L-81 1.2 259.8 155.2 109 14 15- 7
1.20{4) 1.10 1.8
Tandy AC. D 245 B0 2.5 2,264.5 1.014.2 7.4 23 28- 5
Toys “RA™ US L-80 1.75 29 433 1,041.7 2743 30.6 26 325
D--Y Manufacturers
Black & Decker L-T3J) ar 1.104L} — A.4(M) 1,1329 609.94L) 2.6(M) WM 24- 7
Masco F 1.7T8 85 13.4 8557 A50.7 13.7 15 16 7
Stanley Works L-41 £1.40 $1.468 - A% 5 9628 5 6803 T.8% 23 21- B
*Indicated FVE on 13183, Wall Sireer Jousnal  * *Calendar yeans using fully diluted EPS when applicable
[A] FIFQ Figures (01 Fiscal 1978 1G) June 25, 1977 ] U S, inventodes LIFO (34%), (L) Year Ended 9077
(B) Fiscal 1978 (E} 4-Year DGR (H) 6.5-Year CGR Euwrcpean are FIFO (B6%) M} 5.25COR
1) 3-Year COR {F} From Consolkiated Operations 1) Awarage Coal (K] Fully diluted

SOUACES: Standard and Poor's Compustal, Media Ganeral, Company Annual and Quanerly Aeports, The Wall Stroeet Journal,
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many of the other D-1-Y retailers. But we
are also merchants and in that sense we are
like the fine department stores, and we are
also a chain of stores, and in that sense are
like some of the national retail chains. We,
too, are a specialty retailer and in that
sense, while we sell different products, we
are very much like some of the specialty
retailers. So we have these various com-
panies, all of which we admire for one or
more reasons and from which we hope we
learn, that we compare ourselves to. It's
important to rank high, especially in such
oulstanding company as we have chosen
for ourselves. We think that we are in the
upper percentiles in most of these mea-
surements over the longer view of in-
vesiments.

And, really because no one else tends 1o
do it, we like to see where we are in terms
of those very vital measurements to in-
vestors: Share price, PE ratios, and Market
capitalization.

We like to think, too, that while a pretty
girl is always a pretty girl, that everything
about her is enhanced when all about her is
complementary. We like to think we are
that pretty girl, but we also believe we are
in an attractive industry in an attractive
time. But as the sage has noted, "*Beauty is
in the eye of the beholder.” [ |

Lowe's Common Stock vs
Consumer Price Index*

| Dividends—Cents Per Share CRm
50 l. 1 300
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35 210
0 180
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Lowe's dividend 10.5 Year Compaund Growth Rate: 24.9%
CP110.5 Year Compound Growth Rate: 8.4%

"CP1 numbers for 19721677 ase July statistics corre-
apanding to the end of Lows's fiscal year at that time;
numbers for 1878 through 1582 reflect liscal years anding
Jdanuary 31 of the following calendar yesr, conssguently
& 105 year rate has boen calculated.

SOURCE: Economic indicators
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New Sales-Kloor Format
Stores Are Planned

The 235 stores which constitute the Lowe’s chain are predominantly located in the Southeastern quarter
of the United States. While the periphery of Lowe’s Land is described by a line running through Penn-
sylvania and north of the Ohio River on the north and by another line running from west of Houston,
Texas to southern Illinois on the north and west, the majority of the company’s operations are in North
Carolina and the four states surrounding North Carolina. These five states account for 131 of the total

number of stores.

he company operates 2.3 million
T square feet of retail selling space with

54% of the total being in the five
core states. The remaining retail square
footage is located unevenly among the re-
maining 14 states with the next seven ac-
counting for 32% of the space in 57 stores.
The remaining seven states account for
14% of the space in 35 stores.

In the full grip of the recession in 1982,
the company opened only six new stores
with a total of 72,750 square feet added.
Another four new stores were built in ex-
isting markets during the year, giving a nel
square footage gain of 35,196, These gains,
when added 1o smaller gains in some stores
which received the RSVP remodeling and
remerchandising treatment, totalled
110,214 square feet for the year.

The company has announced plans to
add more than 10% in new square footage
in Fiscal 1983, One important way this will
be done is to more than double the present
square footage of several stores which have
the RSVP sales floor. First of these will be
in Wilmington, North Carolina, where the

present sales floor of 11,500 sguare feet
will be expanded to 24,000 square feet.

In addition to this “Super RSVP,”" new
stores which we call **Super Prototypes™
will have sales floors ranging from 14,000
to 20,000 square feet. Already in Fiscal
1983 one of these, in Beckley, West
Virginia has been opened with 14,000
square feet,

It has become obvious with the success
of RSVP stores that Lowe's needs larger
sales floors to properly present current
merchandise assortments. Also a “‘port-
folio system” has been developed 10
balance store sales maturity levels and to
meel the varying needs of the communities
it serves and expects to enter.

The “Super RSVP" and the “*Super Pro-
totype,'" when added to the two different
kinds of stores the chain already operates
as its nucleus—the **Standard RSVP,"
which has between 11,100 square feet and
13,250 square feet, and the *‘Small
RSVP," which has less than 10,000 square
feet—will form the majority of Lowe's sell-
ing space for several years to come. Many

of these ““RSVP" stores will be the can-
didates for the “*Super RSVP" program.

In arddition to these, another new kind of
Lowe's store is on the drawing boards and
is expected to be open to customers within
the fiscal vear. This is called the “Super
Cluster' store and will have between
24,000 and 30,000 square feet. [t would be
located where Lowe's has at least one ex-
isting store, making it the super retail store
and part of a cluster of Lowe’s stores.
Ideally the ““Super Cluster,”" which would
not have to be limited in location by the
need for large acreage to accommaodate
outside storage (because that would already
be available in that market area with the ex-
isting Lowe's store or stores), would be
lecated in those markets which are growing
actively and already have a Lowe's store. It
could go into areas as small as a Raleigh or
a Winston-Salem and as large as an In-
dianapolis or a Memphis.

These “*Super Cluster’ stores, again
ideally would be located in existing
“‘second-use’’ space which is generally

Continued on page 12

I A A Jacksonville®
WE S i Kannapolis®
Kinston
Sture Lu{:at {"15 Lincolnion
NORTH CAROLINA Lumberion
Albemarle* Monroe
Asheboro® Morganton®
Asheville® Mount Airy
Boone® Murfreesboro
Burlington Hwﬁvﬁlk -
Cary* Rﬂjrll ilkesboro
Chapel Hill® Ra':i]ﬂ?“
Charlote K1 eidsville
Charlotte £2* Rockingham ]
Charloite-Morth*® g:i:t.; M.I:}IJM
Durham* Sa.i; u&::
Elizabeth City Sh:it?f'
Fayetieville® < ¥
Foresi City 511:li||rl|:|._
Franklin® alesville
Gastonia® Washington
Goldshoro® Waynesville
Gireensboro Whiteville*
Marth Greenshoro® &r!:mmmun
Greenville® w! s0n E
Hendersonwille® r!nslun-x em i
Hickory Winston-Salem Meiro
High Point* Lebulon

10

VIRGINIA GEORGIA Florence®
Bon Air® Albany Gaffney
Bristol® Athens® Greenville®
Charlottesville® Augusta® Greenwood*
Chesapeake® Brunswick Laurens
Chester® College Park® Manning
Coeburn Columbus® Mount Pleasan*
Clay Pool Hill* Decatur Myrtle Beach®
Danville® Daraville Orangeburg®
Dublin® Gainesville Rock Hill*
Fredericksburg® La Grange Spartanburg®
Harrisonburg® Muacon® Sumter*
Leesburg® Marietta West Columbia®
Lynchburg® Moulirie
Manassas® Rome TENMNESSEE
Marion Savannah Bartletr*
Martinsville* Smiyrna® Chattanooga®
MNewport Mews®* Thomasville Clarkswille®
Richmond Thomson Cleveland
Roanoke Valdosta Cookeville
South Boston Warner Rokbbins Dyersburg
Staunton Gallatin
Suffolk SOUTH CAROLINA Jackson®
Vienna Adken® Johnson City*
Virginia Beach® Anderson® Kingsport
Winchester® Charlesion Knoxville
Woodbridge Columbia® Lebanon
Easley Muaryville®

Lowe's Companies, Inc.



Square Footage by

Half-Decade

1960 AND BEFORE
Swores apened 16
Stores closed I
Stores net 15
Stores 1o date 15
5q. footage opened 74,880
3q. footage closed 3,200
5q. footage during this period 71,680
5q. fooage to date 71,680
1961 — 1965
Stores opened el
Stores closed il
Slores net 23
Stores to date 38
3q. foolage opened 127,857
Sq. looage closed o
5q. footage during this period 127,857
3q. lootage 1o date 199,537
Tty — 1970
Stores opened 3l
Stores closed 2
Siores net 29
Stores to date 67
Sq. lootage opened 205,862
5q. lootage closed 1.950
5q. footage during this period 197,912
5q. footage to date 197,449
| T E L 1971 — 1975
W..@LU x 'S-J'Iu. LT T AT, Stores opened 74
e B Stores closed I
Stores netl 13
g:aru todate 140
. Motage opened B4, 501
5q. footage closed o4, 200
5q. footage during this period 836,301
5q. footage to dale 1,231,750
1976 — 1980
Stores opened B
Stores closed L3
Stores net 74
Srores 1o date 214
5q. footage opened 821,651
5q. footage closed 69,289
5q. foolage during this period 754,362
5q. footage 1o date 1,988,112
1981 — 1982
Stores opened 21
Stores closed 0
Stores net 21
Stores to date 235
5q. lfootage opened 149,239
5q. footage closed 4]
5q. footage during this period 340,239
5q. footage to date 2,337,351
Morristown Shrevepaort™ WEST VIRGINIA OHID MARYLAND
Murfreesbhoro® Thibodaux® Beckley® Athens Charles County*®
Nashville West Monroe® Charleston Belpre Cumberland
Fairmont* Cincinnati Easton
FLORIDA KENTUCKY Huntington Circleville Frederick®
Fi. Walton Beach® Corbin Matewan Lancaster® Hagerstown®
Gainesville® Danville Morgantown* ringficld*® Salisbury®
Inverness Elizabethiown® Princeton® heelersburg*
Kissimmee® Frankfor* Summersville TEXAS
Lakeland® Lexingion Teays Valley INDIANA Angleton
Maitland Louisville® Clarksville® Baytown
Melbourne* Owensboro® PENNSYLVANIA Franklin Liberty
Crrange City* Paducah® Alloona* Indianapolis® Longview
Orlando Paintsville Chambersburg® West Indianapolis Mew Caney
Pensacola® Pikeville® Hanover® Lawrence Texarkana®
Port Orange® Richmond Harrisburg® Mew Castle
Tallahassee® Whitesburg® Lancaster® Wesifield DELAWARE
Mechanicsburg® Dover
WUIHIQNA ALABAMA York®* ARKANSAS Wilmingtan
Alexandria® Auburn/Opelika El Dorado®
Baker® Drecatur® MISSISSIPPL Hot Springs® ILLINGIS
Baton Rouge®* Dothan Greenville Joneshoro Marion®
Bossier City* Cadsden® Greenwood Little Rock
Hammond* Huntaville® Culfport® Pine Blufi™
Lafayete* Montgomery® Hattesburg® West Memphis® *Indicates store with RSVP
Lake Charles® Muscle Shoals* Jackson floar plan
Leesville* Pranville Meridian®
MNarchitoches Tuscaloosa® Tupelo®
Mobile®
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Continued from page Il

available in larger markets presently. These
offer the advantages of lower occupancy
costs, good to prime locations, an existing
shopping area already established, and
good parking for customers. Additionally,
the advantages to Lowe's are to spread
advertising and promotional costs over a
widened customer base, diminished initial
costs and better locations, and greater op-
portunity to make a dominant retail state-
ment within a shopping area.

Hand-in-hand with the *‘Super RSVP"
stores, which offer the advantages of dou-
bling space without having to buy new
locations, operating out of existing
warehousing space, and the increased
leverage of not having Lo put in place a new
local top management team, the ““Super
Cluster stores offer areas of significant
opportunity for Lowe's,

This then is the Lowe's Portfolio of
Stores for future growth and expansion, a
systematic program which is designed to
serve Lowe's well in the future by fully ac-
commodating the varying needs of a grow-
ing market area, one expanding both geo-
graphically and in population. |

Lowe’s Portfolio of Stores for Growth & Expansion

Store Type
Super Cluster

Super Retro

(Super RSVP)

Super Prototype

Small RSVP

Sales Floor Size
24,000 to 30,000

24,000°

14,000 to 24,000

10,000 to 15,0007
(The majority of the
chain today—140 stores)

Less than 10,000° —
a5 stores

Purpose and Function

Pursue retail dominance through
additional retail merchandise offering.
Additional stores in larger markets with
one or more existing standard stores
which dominates builder business and
also aggressively pursues retail.

To dominate markets with smaller number
of households with one store only, by
maximizing leverage opportunities
inherent in converting Standard RSVP to
Super RSVP format.

Built new in new Lowe"s markets lo
achieve market dominance in opportunity
centers. (Traditional Lowe's expansion
communities.)

Mucleus of Lowe's, the source of strength,
opportunity for leverage in both aspects
of business—in updated presentation.

The rest of Lowe's today. Beachhead and
occupied territory well-served. Areas of
stationary support or opportunistic
growth as local market conditions
demand.

Lowe's Companies, Inc.



Lowes’82
Sales Floors Are
Fields of Opportunity

While each of Lowe’s 235 stores is a complete and distinct business entity, as we have said in prior Annual
Reports, each store’s ability to be successful is a combination of factors but primarily the most important
factor is each store’s ability to serve the needs of its customers. Recent experience has pointed to the ob-
vious truth that the more merchandise we have available, arrayed in such a way that it makes a complete
statement to the customer that: ‘““This Is The Place To Buy Everything For The Home,"" the more suc-
cessful we will be. The lesson learned from experience is that we do not presently have a sufficient amount
of square footage in most of our stores to make a complete statement and to adequately serve the needs of

shoppers.

his challenge contains significant op- | side storage yards and covered inside | however, Lowe's did suffer downside
portunity, one which is being ad- storage. operating leverage of $530,000 profes-
dressed in restrained and judicious While Lowe's sales in the past five years sional sales per year per average store. We
fashion by modestly and moderately in- per store have been on an uneven path, tend to believe that the National Associa-
creasing square footage. Elsewhere we have primarily caused by the severity of the tion of Home Builders estimate for "853
detailed how we intend to more than dou- economic recession, the company’s retail Continued on page 14
ble the selling space of a lot of existing sales per square foot have steadily risen
stores and how we intend to increase the from %193 per square foot in 1978 1o 3214 | gales Per Square Foot
size of prototypical standard stores. Both in 1980 to 5250 in 1982. BTotalSales  ERetail Sales
of these new formats will continue 1o serve In the same period of time it is instruc- | %500
the existing customer groups presently tive to look at what has happened to sales
served by all stores—the retail D-1-Y of the other segment of Lowe's customer &0
customer and the professional builder. A group—the builder. In 1978 total U.S.
third type of larger store which we call the private housing starts were at 2 million and
“Super Cluster’ will be as large as the Lowe's builder sales per start were 3207, 300
largest of these other two types of stores, Two years later the number of housing
but it will be oriented to be predominately a starts was at 1.3 million and Lowe's builder 200
place where the retail customer shops by sales per start had risen to $356. Last year
virtue primarily of its location. To the ex- when starts barely crossed the 1 million
tent that there is builder business near this threshold Lowe's builder sales per start 100
store it will be handled through it but rose to $436. In the five years covered,
delivery will be effected from a nearby housing starts were cut in half and Lowe's
store with expansive (and expensive) out- builder sales per start more than doubled, 1978 1979 1880 1881 1982
Store Sales Performance—By Age of Store (3000) Rounded Totals
__Fiscal 1978 Fiscal 1979 Flocs| 1600 Fiscal 1981 Fiscal 1582 Sales  1981.82
Number of Stores Total  Sales Por Total  Sales Per Total Sales Per Total Sales Par Total  Sales Per PerStore Percent
and Year Opened Sales  Store Sales Stors. Seles  Store Sales  Store Sales Slore  C.G.R(Z) Increase
175 Comparable
Stores(1) ... S777.340 § 4,442  S$B31,207 § 4750  $771.034 34406  $753,151 34,304 2§ B2IE29 34,706 1.5% 8.3%
20 1978 Stores . . 15,785 789 62449 3122 65210 3,261 65415 327 71,865 3,593 4.8% 8.8%
13 1979 Stores . 10,895 B46 34878 2683 34939 2,688 43120 337 1.2% 23.4%
6 1980 Stores . . 12492 2,082 22,31 3729 24460 4077 9.3%
15 1881 Stores . . 12,166 811 57HBE0 3,857
& 1962 Stores _ . 13,088 2183
TOTALS: Sales ., . £793.125 $4.260  $004551 54470  SBE3IEI4 S4.170 SREB04Z  S4.111 $1034032 34,453 8.3%
Number of Stores, Year End. 200 (3 212 {3) 215 (3) 229 (3) 235 (3)
Number of Stores, Average: 185.8 202.4 2119 216. 2322
{1} Comparable stores were one year obd or older at the beginning of 1978, {3) Six stores have been closed and resulls adjusted accordingly. The
(2 Annual compound growth rates through 1982 are from 1978 for the 175 chain average sales volume is computed lrom average stores open
comparable stores. Rates for the 1978 new stores were computed from during the year.
their 1978 (first full year) resulis, the 1979 new stores from 1980 and so
tarth, all through 1982 results.
Investors® Review—]982 13
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starts of 1.46 million is probably the best
one presently available, although we note
with interest some consensus figures by
other forecasters of 1.6 million starts. In
either case, the drama is in Lowe's perfor-
mance, and we believe our 1983 perfor-
mance will be dramatic indeed.

It is not appropriate to judge each side of
the business by the same set of tools.

The 175 stores opened before 1978 did
£4,706 in sales per store last year which was
greater than the chain average of $4,453
per store. Most of the company’s 137 stores
which have been outfitted in the last two-

Sales Floor Size and Productivity

and-one-half years with the RSVP sales the drama of increases over the previous
floor are in the 1977-and-before group of  year. In each age group the stores exceeded
stores. their compound growth rate—and it was a

The story of the year, however, was in year of recession! ]

Lowe's Average Store Sales Trends

Average Ralall Sales Pro Sales Tolal Sales

Stores Par Average Par Avaraga Par Average
Opan Slore Store Store
YEAR During Year ' {000) (200} {000
1977 o 168.3 $1,485 £2.446 $3.831
1978 185.8 1,745 2.524 4,269
1979 . [ S 202.4 1,943 2,527 4,470
1280 ] 2118 1,861 2,188 4170
14981 216.0 2,135 1.976 4111
1882 gl 232.2 §2,458 51,995 54,453

{11 Weighted by adding the number of sl opan &t baginning of year; plus sigmes opened and clhosed Juring yem
eompuled by adding 1otal months o operation for new stomes and clossd stores and dividing by 12

1 2 3 4 5 6 7 a8 : ]
Slores Waighted Total Sales Avarage Weighted Total Ratail
Open Average Floor Square Sales Avg. Sales Tatal Ratail Sales Sales
al End Stores Open Footage End  Floor Size Floor S5q. Fl. Sales Sales Per 5q. Per Sg.
of Year  During Yean! ol Year End of Year®  During Year {000) {00e) FLi Fi.m
1978 . 199 1858 1,817,000 5,026 1,677,031 5 793,125 £324 142 5473 5193
1878 209 202.4 1,931,419 8,186 1,859 246 904 651 393,179 487 21
1880 214 211.8 1,988,112 8,265 1,963,254 883,814 419,775 450 214
1981 " 229 216.0 2,221,881 9,497 2,051,224 EBE 042 461,212 433 235
1682 235 2322 2,337,351 8,825 2.281 365 £1034,032 2570,744 5453 5250

(1} Stoms open at beginning of year, plus stores opened and closed during year compuled by adding 1olal store moning of operation for new siones and closed stores and dividing by 12
(2} Average of beginning avernge sales floor aize plus ending average sales licos size.  {3) Column 2 = Column 4, (4] Column & divided by Column B, {5) Column 7 divided by Golumn &
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Lowes’82

Retail Business
Reaches 55% of Sales

In 1982 for the first time the retail portion of Lowe's business became the driving force, the dynamic for
growth, as it posted 55% of total sales. The major significance of this is not that it was accomplished but
that it was accomplished in the worst of economic times. For the first time Lowe’s and its investors could
say that we are not totally subject to the yo-yo cycles of what the housing industry does. The stillness at
the end of a malfunctioning yo-yo is as deadly as swinging at the end of Judge Parker’s rope in old Fort

Smith.

ost of Lowe's programs over the
M past four years have been oriented

to decreasing the dependency on
the pure homebuilder side of our business
and the related vulnerability, which is its
constant companion, by increasing the par-
ticipation in the less cyclical retail portion
of the business done with the do-it-vourself
customer and his brother, the home im-
provement customer, who buys to have
someone else do the installation.

Reduced dependence on the mind-and-
profit-numbing narcotic of boom-and-bust
housing cycles was (o be accomplished
while making both sides of this business
more profitable. Changing the mix of
products sold to both customer groups was
part of this changed and important new
emphasis. If we could simultaneously con-
vince the builder customer to buy more of
the products it takes to finish a home,
rather than just buy those products it takes
to begin a home, we would be ahead. We
did this by a more strategic deployment of
our accounts receivable assets—the money
we, in effect, lend the builder for approx-
imately 41 davs. Further, important new
programs were initiated for non-home-
builder professional sales.

And, if we could simulianeously con-
vince the retaill customer that we had
literally everything within our stores or no
farther than our own or our suppliers’
warehouses that it takes to build or
remodel a home and complete it, we would
be ahead. We did this by more carefully
and systematically arranging and mer-
chandising our selling areas, making them
inviting and informative places to shop and
by offering the private-label Lowe’s credit
card to significantly enhance the in-
dividual’s ability to be project-oriented in
his and her shopping.

The net effect was that sales to the retail
customer rose in a steady fashion over the
past several years and, in a more pro-
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nounced fashion, over the recent several
months.

For example, Lowe's sales to retail cus-
tomers rose from 38% of the total in 1977
to 41% in 1978 1o 43% in 1979 10 47.5% in
1980 (the first partial year of RS5VP) 10
51.9% in 1981 and to 55.2% in 1982,

But within 1982 there is an even more in-
teresting pattern of sales increases. In
February, the first month of Fiscal '82,
retail was 48% of the total and was down

3% from the comparable February of
Fiscal "81. After that, however, the situa-
tion turned dramatically as the early RSVP
stores became more mature. From then un-
til January of 1983 retail was firmly domi-
nant and the sales increases looked like
this: +26%, +15%, +27%, <+ 14%,
+25%, +25%, +27%, +29%, +32%,
and +26%. Then in January, as is his-
torically the case, the old patern re-
asserted itself, and the professional side of




Bill Fatngwarth

Customer Purchase Trends

1500
Fizcal Yeara(1) 1878 e
[0y % ol 1000}
Category Sales  Total Sales
Retall Customers $324, 142 a1 £330 170
Changeid], . . + X% %
Prolesssonal Cusfomers, L4R8 983 50 511,472
Change{3) + 1% = %
Tatals . $T325 100 $504.651
Changaid). . S + 20% + 4%
11 Fiscsl yaars snding Janwary 31 of § g calnndar year, (15

the business swung back into the lead,
briefly taking the dominant position with
54% of the total, although the retail
business posted a 32% gain. The early
months of Fiscal '83 have seen a see-saw
battle between the two customer groups for

1860 1581 1982
{000y ol 000} Seal ool %ol
Sales  Tolal _Sales Tolal Sales  Total

BIOTTS 4TS 2461292 518 ¥ 5STOTAd BS2
w01 & 100% +21T%
3463833 52% S426A30 4B % 4BIZAH 44B
- 53% - B0% + B.5%
2883604 100 SRR O&2 100 $1,034082 100
-13% + A% & 164%

o growin rabes, TOTE insough 1982, (3] Percend changs Iram pewviows yeal

dominance, occasioned by the strong up-
surge in professional business, which is liv-
ing on significantly lower interest rates and
related improvements in confidence about
the new-home construction market.

The drama in this internal contest for

+ 15.2%

+ EO%

“ B Retail B Protessional
" —|
&0

-

50
40 r-
0
20
10

1978 1978 1980 1881 1982

position can also be illustrated by looking
at the sequential monthly changes during
Fiscal "82 in the professional business,
From February through July the numbers
were all negative comparisons: -23%,
— 209, — 14%, — 10%, — 3%, and — 2%,

Then, as if 1o totally validate the premise
that Lowe's cash registers are the besi
barometer of the nation’s economic health,
in August—and on cue—the month-to-
month comparisons turned positive with a
+ 8%. September came in with a + 13%
and October boomed with +33%, fol-
lowed by + 40%, +49% and + 81% in the
final three months. Curiously, the housing
start numbers nationally did not get better
at the same time the builder numbers did ai
Lowe's. Part of that is due to the aggressive
activities of Lowe's professional sales staff
and an expansion of their philosophical
selling orientation to include small com-
mercial accounts, selling locally  and
regionally to major national accounts, sell-
ing to aparimenl management organiza-
tions, and sales to local housing au-
thorities.

A spirit of comradely competition be-
tween the two selling disciplines at Lowe's
keeps each group keen. The important
thing about the RSVP program is not just
the “‘retrofitting’* of sales floors and mer-
chandising but the “retrofitting'" of think-
ing throughout the company and a realiza-
tion that feast or famine need not be our lot
in life. Every day can be a day of feast if
the foundation is not dependent on cycles
and when the boom in the cycles comes, it
can be an across-the-board enhancement of
good times for all. Truly, we at Lowe's
believe we have found in the ashes of past
dependency a magic formula for indepen-
dence, ]
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RSVPProductGroups
Post Large Sales Gains

Letting our customers define what they want and need is the way we determine what we buy and sell to
them. We hope we learned that lesson well enough to never fall into the bear-trap that Detroit is presently
trying to free itself from. And, along the way we learned the truth of the ancient maxim of retailing that it
is more profitable to sell a lot of things at a higher margin than it is to sell a few things at lower margins.

earning this and listening to
I customers led us to begin empha-

sizing those producis with which peo-
ple could repair and remodel existing space
and to contract the emphasis we placed on
malterials with which to enclose new space.

Thus the primer of merchandising at
Lowe's has been written.

And in the six years from 1974 through
1979 the structural lumber, building com-
modities and millwork sales at Lowe's had
ranged between 60% and 69% of all of the
dollars spent at Lowe's. In 1980, that
percentage dropped to 57% and then fur-
ther decreased in 1981 to 53%. Last year it
was down (o 26%, an astounding decrease.

In 1974, when the sale of those categories
accounted for 61.3% of total merchandise
sold, the nation was in a housing recession
and the number of starts dropped from 2
million the previous year to 1.3 million.
Then in 1975 when the materials used to
enclose new space accounted for 63% of
Lowe’s sales, the housing starts figure sank
to 1.2 million. Even when starts got back to
boom proportions of 2 million in 1978, the
percentage of sales going to structural
lumber and building commodities was
69y,

Obviously something dramatic was go-
ing on at Lowe's in these more recent
years— 1981 and 1982 which were more like
1974 and 1975 than any others in recent
history.

One of the best ways to see the dramatic
shift in the merchandising mix is to look
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not at the percentage of the total that the
RS5VP-enhanced retail categories gained
but to look at the percentage gains made in
1982 over 1981, and in 1981 over 1980.
Major gainers in 1982 over 1981, by
product category, were Home Entertain-
ment with a 46.5% increase, Recreation,
Yard and Patio items, including lawn

mowers with a 24% increase, Tools with a
20.4%, increase, and Home Decorating and
llumination, which was up 26.9%. All of
these are RSVP categories. They represent
two of the four “*hot corners'' of the store,
plus benefit from the seasonal impact areas
at the front of the store and are in the most-
shopped area, the hardware center, at the

Lowe's Companies, Inc.



Merchandise Sales Trends*

Fiscal Yearsin 1982 1981 1980 1878 1878
(000,000} To':llslm il N

yr. o % Change % ol Total %ol Total %ol Tolal %ol  Total %ol
Category CGR  Sales From1881 Tolal gy  Total Sales Total  Sales  Total  Sales  Total
1. Struciural Lumber. , T 13% § 177 +128% 171% $157 17.7%  §166 18.8% 3180 21.0% $168 21.2%
2. Buliding Bummndithu nnd Mlllwork. ..... 30 T + 13.4 35 ns a55 38 354 3l e 4000
3, Home Decorating and lllumination. .., ... 148 "7 +289 1.3 a2 10.3 85 8.7 77 B85 67 BS
4, Kitehens, Bathrooms and Laundries ., . .. 130 105 + 126 10.2 23 10.5 87 29 78 BE 65 81
5. Heating, Cooling and Water Systems. ., , . 18.8 69 + 108 6.7 B2 7.0 48 5.4 41 46 5 4.4
8. Home Entertainment . 18.3 34 + 48.5 33 23 26 1w 2.1 18 21 18 22
7. Recreation, Yard, Patio, Glrden lnd Flrm 16.8 &9 + 239 6.7 56 6.3 51 58 5 56 a 47
8. Tools . B 202 17 + 204 1.6 14 1.8 12 14 10 1.1 ;| 1.0
8. Special Drdnrslhnqs_o S} ¥ 34 Bg +175 86 75 8.5 77 B.7 85 9.4 Ta 9.9
TOTALS. . s vvmcnsmr b wmn b s s 69% 51,004 +16.4% 100% sa88 100% 884 100% £005 100% $raa 100%

SOURACE: Company Financial Data (1) Fiscal years ending January 31 of lollowing calendar year
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back of the store. Also turning in smart in-
creases was the Kitchens and Baths area,
another one of the corners.

As if to underscore these sizeable in-
creases in RSVP-related categories of mer-
chandise, the previous year's big gainers
were Home Entertainment, up 24.5%,
Tools, up 14.2%, and Heating, Cooling
and Water systems, up 30.5%. That latter
category, when coupled with Kiichens,
Baths and Laundries, which showed a 7%
increase, poinis to the importance, even
that early, of the remerchandising strategy.

Satisfaction with guality performance is
not a hallmark at Lowe's. Quite obviously
it is one thing to manage assets defensively
and another to manage them aggressively
to enhance shareholders’ wealth, Different
times call for different postures.

The old song of the 1940s, **Accentuate
the Positive and Eliminate the Negative' is
good advice as we move into a period of
meore optimal growth.

The merchandising department at
Lowe’s is limited only by our vision and
skills, not by the customers' desires and

“Ta neanest million, Change percenlages calculated from unrounded amaunts.

wants. Americans have spoken loudly that
they want value and price. The prolifera-
tion of retailing formats which feature off-
price merchandise in the same communities
with upscale merchandisers is ample
evidence. Offering a sufficiently broad
selection and assortment of what the most
people want is the key.

We have embarked on several programs
to broaden this selection. One of these is
import buying where we can deliver in-
creased value and selection at generally
lower prices and higher margins. Another
is the beginning of a brand name-house
brand merchandising policy which delivers
what we call Five-Star-Quality at Four-
Star-Prices. Private labeling is not
something that merchants adopt willy-
nilly. At Lowe's it has begun only with
paint, lawn mowers, and hand tools.

Our goal is both simple and ambitious.
We intend to build a world-class merchan-
dising department at Lowe's. Our
customers spend world-class currency and
they are demanding quality commensurate
with price. =
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Distribution Keeps
Stores in Stock

Retail customers at the moment of purchase are like the pedestrians at an always-green traffic light—they
walk and don’t wait if you are out of stock. Keeping Lowe’s stores in stock is a tough job when you carry
15,000 different products, 10,000 of which are in each of the company’s 235 stores. In Fiscal '83, Lowe’s
has had an in-stock level of 94.8% on all items across the board. This kind of performance level doesn’t

just happen.

oday, Lowe's operaies with a

perpetual inventory system, a

program which allows buyers and
managers (0 manage inventory lead time
through a program which daily updates in-
ventory positions accurately, checks on-
order status, and the sales as of the
previous day. Thus buyers are no more
than 24 hours away from reality. Now they
are able to cut the lead time between order
and delivery to stores, are able to change
the lead time and cut the “*safety stock re-
quirements” because of the ability to
manage lead times. Thus an improved ser-
vice level. In less than two years, all of this
has moved from a troublesome situation (o
a not-at-all troublesome condition.

Lowe's neatly dovetails its distribution
systems and its inventory management sys-
tems to effect better service to individual
stores and, therefore, to customers, while
reducing the amount of money tied-up in
inventory, which previously had to be in
place to insure high in-stock status.

Lowe's Accusale system i5 the informa-
tion management muscle which allows all
of this 1o happen. Today the vast majority
of Lowe's merchandise is purchased in
Morth America, with a small but important
part of it coming from five Far Eastern na-
tions. This inventory, which supplies more
than 60% of our retail business, moves into
and out of two product distribution ware-
houses—a 10%-acre facility in MNorth
Wilkesboro, North Carolina and a S-acre
facility in Hernando, Mississippi. Lowe's
fleet of distribution egquipment, which
numbers 56 over-the-road tractors and 188
road trailers, made more than 10,000
deliveries last year, or an average of 42.5
trips to each store. This accounted for only
half of the trips; the rest are handled by
dedicated contract carriers. In the early
days of Fiscal "83 some stores are getling as
many as one delivery truck per day, point-
ing up the dramatic increase in sales activi-
ty. The 5.5 million miles Lowe's trucks
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travel from warehouse to stores is
augmented by the fact that each one
returns by way of a vendor to haul mer-
chandise back to the warehouse for
distribution to the store network.

Data processing figures out things like:
what the distribution trucks will be loaded
with after having guided the selection of
merchandise from the location within the
warehouse, the schedule for the loaded
truck to follow; how long it will take to
unload it at the store; where to travel to the
vendor to pick up a load of merchandise
for back-haul to the warehouse; schedule
sequential unloading of the truck back at
the warchouse; and locate the optimum
position in the warchouse for storage of the
new merchandise until it is ready to go out.

The task of determining what each order
to each store will consist of has been greatly
enhanced with the adoption of perpetual
stock status and inventory syvstem which
gathers in information nightly from the
stores based on what they sold during the
previous sales hours. Accusale captures the
information on an item-by-item, store-by-
store basis and expedites it. In past years,
Lowe’s ran weekly inventory updates in
hard-copy form. Today it is on-line, ready
for buyers to use on their terminal screens
by 7:30 a.m. This immediacy has allowed
the reduction of six days in the lead time
for products to be ordered, which alone
saves $24 million in inventory funds which
are available for use to augment inventory
offerings or to be used elsewhere in the
business.

Inventory management through Ac-
cusale also makes possible a system of price
discipline which makes pricing a strategic
management decision, not a field sales
force determination. Every item within the
company has a company firm price, in-
cluding commodities. These can and fre-
quently are changed weekly and a salesman
cannot change them without store office in-
tervention. The second tier of Accusale

controlled prices is the manager firm price.
These cover some 400 to 500 items which
are competitive in a store market and this
allows the manager to review and establish
a local market price by overriding the com-
pany firm price. The third tier is a builder
price which applies to builder customers
only on up to 300 items. Again this is
responsiveness to the competitive nature of
many Lowe's markets and to the pricing
vagaries of commodities products. This
program, thanks to Accusale software and
hardware, has been fully operational since
late in Fiscal "82.

The automatic inventory system also al-
lows sales forecasting and automatic re-
plenishing of products. Inforem, the IBM-
originated software, generates a sales
forecast by item by store and today more
than 5,600 items in the North Wilkesboro
and Hernando warehouses are on the auto-
matic replenishment model. The sales pro-
file is based on a seasonal profile of a fami-
Iy of like items rather than on precisely
specific items. It has a variable response
smoothing mode which takes present sales
and replenishes according to a three-year
historical sales model. For Lowe's SKUs,
which have a relatively stable pattern of
sales, it does a very good job of keeping
stores in stock, The entire system tends to
remove the routine clerical decision aspect
of the buyers’ jobs, which typically cover
200 different items for more than 200
stores or more than 40,000 clerical deci-
sions a week which are eliminated. Today
Lowe's buyers, who have the power and
ability to override Inforem, are having to
change less than 2% of its decisions. Ob-
viously unprecedented amounts of time are
now available to buvers to do more than be
order clerks.

The improvement in productivity can be
measured in at least one way. In December
1981 there were 123 merchandisers at
Lowe's. Today more products are being
handled, and better, by 118 merchandisers.

Lowe's Companies, Inc.



In addition to the new stores added in the
interim, more than 4,000 new items have
been added to the stockkeeping units
Lowe's offers through its stores to ils
customers.

Owur system has smoothed out the job of
managing manpower and item distribution
at the distribution centers. Today it gives
stores the ability to see what's coming in
the next truck from the warehouses—and it
has the capability, with a slight number of
enhancements, to double the number of
SKUs and the number of stores it can
handle.

One of the newest areas data processing
is being challenged to improve is to deter-
mine the proper channel for an item o
travel to a store—whether through the
warehouse to stores or from the vendor
direct to the stores. The first project the
model was asked to solve was on paint,
which previously had been directly shipped
to stores. An internally developed model
determined that the better channel was
through the central warehouse, effecting a
savings of 40 cents per gallon—a savings,
based on last vear's sales, of $400,000. To-
day it is being asked to determine how we
handle water heaters. The answer looks to
be a combination of direct shipment and
through warehouses, depending on the
location of stores to vendors. Now every
new family of merchandise added gets a
““pest channel’ and it is systematically
reviewing flow paths for every other item
already carried. When 7,700 items, repre-
senting 35% of total company sales, flow
through the warehouse system, the nickel
and dime savings on even a few can become
big money.

With today's exploding growth in prod-
ucts going through stores to customers, the
need for additional distribution warehouse
space is becoming vital. Near-term solu-
tions probably call for building a third
warehouse, probably somewhere in the
northwestern area of Lowe's Land to serve
that growing area of expansion and oppor-
tunity. Burgeoning growth has already pro-
pelled the amount of product which moves
through the Thomasville, North Carolina
lumber distribution and service facility
from 2,000 loads in Fiscal 82 to 1,000
loads a month in the first quarter of '83.
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Al Lowe's we believe that we are more
advanced and cost-effective in distribution
and inventory management than any other
company in our industry and within a short
time, with cnhanc:m:nt of systems being

put into place, we believe we will compare
favorably with any company in any

American industry. This is just one more
way Lowe's makes money by working
smarter. | |
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Accusale—Inventory
Management Muscle

Lowe’s has been surviving and prospering with a mechanical heart for years—10 years now. Here we call
it Accusale, our own construction of OEM hardware and Lowe’s software. It handles such vital functions
as all sales at the store level, all inventory management at the stockkeeping unit (SKU) level for the store,
accounts receivable, all pricing systems, and it figures all salesmen’s commission structure. In one sense it
also does windows and includes the kitchen sinks.

ata processing at Lowe’s is an old
Dand venerated part of our business.

Using Accusale as its central point
of reference, Lowe's data processing
handles all sales reporting, inventory con-
trol and much of the automatic replenish-
ment, receiving reports, payroll, special
order sales, administrative messages and
electronic mail, accounts receivable and
cash concentration. The main computers in
Lowe's general offices talk back and forth
with each store's Accusale system
throughout the day and drain the stores’
systems at least nightly of all its pent-up in-
formation for next-day use.

Operating 24 hours daily, seven days a
week, every day in the year, Lowe's hard-
ware is comprised of an I1BM 3033 and an
IBM 3031 mainframe computers, Data
General mini-computers, of which 235 are
in the stores, and a Honeywell communica-
tions network. The typical Lowe's store
will have 11 to 12 Accusale terminals and
two printers. Some stores have as many as
18 terminals. In the entire company Lowe's
operates 618 printers and 2,480 terminals.

It all begins when a shopper inguires
about an item and indicates an interest in
buying. The Accusale terminal is used to
provide information to answer the inguiry.
It will build the invoice line item by line
item, in either the retail or builder customer
maode. It then will prepare the invoice and
at that point the data is captured and up-
dated in the store's computer, auto-
matically adjusting the inventory so that an
itemn once sold cannot inadvertently be sold
again. The stored data is transmitted to the
general office later in the day after the store
closes. The video screen tells the salesman
many things, not the least of which is what
his commission is on each item he is selling.
That attention-riveting feature tends to
help enforce pricing discipline at the store
sales level,

Lowe's has typically maintained market
leadership in this field of retailing, perhaps
being at the extreme culting edge of
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technology most of the time through timely
revisions in the software and upgrades of
hardware. Currently there are four ver-
sions of the hardware in the field and new
vendors for a complete redesign of the
point-of-purchase and in-store systems are
being evaluated,

The integrated on-line systems serve the
merchandising, sales, distribution and
financial functions of the company
primarily. Additionally, there are 230 com-
puter terminals in the general office user
areas, in use by merchandise buyers largely
but also by most of the financial and ac-
counting personnel. Efforts are presently
underway to tie the capacity of the data
processing systems to new word processing
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capabilities for expanded use with compati-
ble systems.

The unigue use of data processing for in-
ventory control and purchasing is discussed
elsewhere in this report. And while it con-
tains a lot of at least Buck Rogers if not
Star Wars gee-whiz aspects, the system is
broadly used for somewhat more prosaic
functions such as financial modeling, ac-
counting svstems and pavroll which is
delivered to more than 235 sites in 19
states.

The backlog of on-line sophisticated ap-
plications for merchandising, sales, stores
and financial work 1o meet present level
needs and to take advantage of cost savings

Costinued on puge 24
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1o keep the company on the competitive
edge in retailing, is considerable. But each
project must be logically deflined, justified
and programmed into an overall Corporate
Information System which is dovetailed 1o
the needs of the company. Just as additions
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to the store network are not built over-
night, neither is it possible to play leapfrog
in adding 1o the data processing and Ac-
cusale network. The goal of all of this vital
and life-giving work at Lowe's is to stay
ahead of the growth spiral we are in.

While data processing and planning
functions, by their very nature, must be
ahead of almost evervthing else, it still
takes brains and dollars 1o stay ahead.
Economic crunching times tend to slow
momentum; however, Lowe’s is, according

Lowe's Companies, Inc.
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to our new CIS chief, Frank Dooley, not as
good as we may like to think we are, but far
ahead of almost everyone else in the world
at the store level, and capable of using our
potential to make huge guantitative and
qualitative leaps ahead of almost anyone.

Investors' Review—]1982

the hallmarks of successful

One of
managers in American business is the abili-
ty to make calm and rational assessments
and to act swiftly on those judgments. It is
a hallmark of Lowe's and it has been since
the earliest days of the company when

technology was welcomed as something
more than a partner, something more akin
to a reliable and functioning vital part of
the corporate body. Sori of like a fail-safe
mechanical heart, |
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Sales Framework
Adaptive to Needs

With evolution people change and modify; with revolution people lose their heads. With any dynamic
and living organization—whether a people, or a plant community or a sales organization—slow and
orderly change is the smartest way to get it to adapt to changing conditions. Today much is written about
why this or that in America is not working as well as it did in the past or as well as it might today. Too lit-
tle is written or known about why lethargy and inertia (also known as **business as usual’’) have caused
these communities or industrial or plants to wither, become uncompetitive, and die.

owe's is presently just at the outset of
L a moderated evolutionary change in

its selling organization. The com-
pany had four to five regional sales
organizations several vears back when its
operations were more nearly concentrated
around its historic organizational hub in
the foothills of western MNorth Carolina.
Today, just one of those regions stretches
from Georgia on the east to Texas on the
west—a distance equivalent from Georgia
to Toronto, Canada. Another region has
required its senior executive to run the
roads from Indianapolis on the north to
north Georgia on the south and from
eastern Kentucky to western Tennessee.
Mot only have distances conspired 1o make
regional management less effective by add-
ing huge travel-time burdens, the number
of stores within cach region has grown to a
less-than optimum level.

Today's situation is being realistically
addressed with the major thought being 1o
effect what is best for our growing
organization. Mominal guidelines are for
geographical area managers to have no
maore than 150 miles of territory to cover
from one side of his province to the other.
The number of stores within the unit is set
at a maximum of 15 so the manager can be
in each of the stores much more often, with
visits to each within two weeks. This will
give the new geographic zone manager
from 300 to 350 employees 1o work with
directly or indirectly. Monthly education
meetings for store managers will be possi-
ble as opposed to guarterly meetings which
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had been the practice. These can be “sit
down" meetings not “speak down"'
meetings in  which younger managers,
despite their abilities, have tended to be in-
timidated. One Lowe's veteran said, “*It
will be a seminar rather than a classroom.
Large meetings silence the young manager.
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He had rather lose his store than be em-
barrassed in fromt of his fellow older
manager.""

The high degree of individual attention
and concern the regional manager can offer
will be significantly enhanced. **We won't
be sending them cards and letters. We'll be

meeting them face-1o-face to actually help
them with their real problems on a frequent
basis—we'll be able to [it each store
manager to the changing needs of his
market."

One immediate improvement will be op-
portunity 10 better utilize the headguariers
support systems, especially in advertising
where managers can be shown how pooling
of resources can blanket a state with the
on¢ to four newspapers which tend (o
dominate most states.

While the store operations officers in
charge of this gradually evolving plan have
not yet described what the geographic units
will be called—regions or districts or areas
or what—nor have they picked titles for the
unit executive—manager, director or vice-
president—they see the function as much
more important. “*1t maters little what we
call them; it matters greatly how they
function—at the beginning and in the
months and vears to come,”” one executive
commented.

“Today some people ride 200 miles on
Monday to get o their first store and
another 200 on Friday to get home. We
wanl 1o take these people ofl the highways
and put them into the stores. That's where
the work is. We want to move as slow and
as fast as is necessary to get the job done
for the company. There 15 no stone-en-
graved timetable.”" By beginning to put in-
to place a more permanent infrastructure,
the company will have a pattern of growth
which will serve it through this decade and
into the next one. It also offers challenges
1o young managers who now see that they
have opportunities [0 move up into a
widened number of new and interesting
jobs, With slow change people grow; with
quick changes sometimes adapiation is un-
successful. u



1982 Essay

Of Merchants and Nobility,
Practice and Theory

Out of the mind, body and soul-numbing poverty of the Middle Ages, Western man dragged himself up
to begin to build a society by the accumulation of a little property, later referred to as capital, until educa-
tion and some leisure could free his mind to begin the electrifying leaps to what we now call technology.

merging somewhere in the 1500s was
Elhc merchant, a man apparently

roundly condemned if we study the
contemporary evidence amassed in the last
40 vears by the French social historian Fer-
nand Braudel. As much as the merchant
was put down for his business, he was
successful when he had products or services
to sell to people who had some medium of
exchange.

Braudel writes that
markets, “*held only at intervals,” for
which the *‘first competition . came
from the shops these innumerable
small units'® which he defines as those
“apen almost all the time."

“The first people to have shops . .
the artisans. ‘Real" shopkeepers arrived
later: they were the middlemen of ex-
change, inserting themselves between pro-
ducer and consumer, and confining their
activities to buving and selling: the goods
they sold were not {or not entirely at any
rate) the work of their own hands,”” he
writes. Until the 19th century they would
sell anything, without specialization. **And
whenever we have records of the stock in
such shops, we find the sirangest assort-
ment of goods, whether in fifteenth-
century  Paris, Poitiers, Krakow,
Frankfurt- am-Main, or the shop kept . . .
in a small town in Westmorland, northern
England, in the eighteenth century.” Here
the shopkeeper, Abraham Dent, kept good
books (although he published no annual
reports) and they survive. He sold prac-
tically everything Braudel reporis: black
and green teas of different gualities **—and
at high prices because he was inland and
thus unable to take advantage of smug-
gling,”* and sugar, treacle, flour, wine and
brandy, beer, cider, barley, hops, soap,
Spanish white (a finely powdered chalk
used as a pigment), lampblack, pearl ashes,
beeswax, tallow, candles, tobacco, lemons,
almonds, raisins, vinegar, peas, pepper,
the usual condiments and spices; mace,
cloves." He also sold haberdashery: silk,
cotton and woolen fabrics, needles, pins;
and books, bound magazines, almanacs

first came the

. Were
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and paper. He did not sell eges, butter and
cheese.

Dent had assortment.

Braudel points out that Dent’s chiel
customers were “‘inhabitants of the town
and of the surrounding villages. The sup-
pliers came from a much wider area . . "

Gradually distinctions appeared between
those who sold by weight, those who sold
by measure, those who sold objects, those
who sold second-hand items. Then came
special kinds of shops “‘encouraged by the
development of ‘services’ the
apothecary, the pawnbroker, the money-
changer or banker, the innkeeper . . . the
tavern-keeper . . "' It was the dawn of
specialty retailing.

Then came the proliferation of many
shops *‘to conquer and devour the towns
Ower storing, obviously! Braudel
quotes Daniel Defoe (author of Rebinson
Crusoe) that the spread of shops by 1663
had occurred “monstrously’™ and that by
the end of the century **luxury shops were
transformed at great expense, the walls
covered in mirrors, and gilded columns,
bronze ornaments and candelabra ap-
peared, to the disgust of Defoe, who
considered them extravagant.”” Upscale
merchandising format!

“But a French visitor in 1728 was very
taken with the first shop windows: *What
we do not on the whole have in France,” he
notes, ‘is glass like this, generally very fine
and very clear. The shops are surrounded
with it and wsually the merchandise is ar-
ranged behind it, which keeps the dust off,
while still displaying the goods 10 passers-
by, presenting a fine sight from every direc-
tion.' " Mot only upscale merchandising
but obviously appealing to those who make
the retail buying decisions.

Braudel sees the development and
growth of shops which provided a fixed
point of sale and the number of services
which was extended as “a trend in keeping
with the overall development of the
economy.”’

He cites the expansion in population
numbers, a long-term upward economic

trend, the desire of a retail merchant to
have his own establishment as leading to
expansion of the emerging distribution net-
work. **The fact that there were, in the end,
too many outlets proves at most that the
rise in the retail trade ran ahead of eco-
nomic growth, and placed too much con-
fidence in it."*

He suggests that *‘the fixed point of sale,
the long opening hours, advertising, bar-
gains and word of mouth all helped the
shop. People went in for a chat, as much as
to buy anything. It was a place of entertain-
ment, as one can see from the amusing and
realistic dialogues composed by the author
of the Bourgeois poli of Charires.”" But he
concludes, **the principal reason for the
development of shops was credit.”” Ah,
ves, Receivables. That made *‘the shop-
kecper then, a capitalist in a very small
way, who lived between those who owed
him money and those to whom he owed
it.” And again he returns to Defoe for his
conclusion that **the chain of credit is the
foundation of trade.”’

From the very beginning of organized
and coherent civilization has come a ra-
tional and systematically developed
merchant-shopkeeping-merchandise  sys-
tem which is one of the foundations of
madern capitalism. I evolved slowly over
generations by one central principle: Let
the customer define what the shop would
sell because that was what they would
return to  buy from the successful
merchant,

That lesson is sometimes learned today
before the hard way puts the merchant out
of business. Adaptation. It is the doing of
the deed that defines it finally and clearly.
Theory does not begat practice. Practice
helps formulate theory.

Joasel Albers, the great artist and teacher
of color, has written, **Just as the knowl-
edge of acoustics does not make one
musical—neither on the productive nor the
appreciative side—so no color system by
itself can develop one's sensitivity for
color. This is parallel o the recognition
that no theory of composition by itsell

Lowe's Companies, Inc.
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leads to the production of music, or of
art.”

So, too, the knowledge of merchandising
does not make a merchant. It is buying and
selling, daily, for a living, that makes a
merchant and confers knowledge of what
retailing and wholesaling is all about.
Albers, who once taught at North Caro-
lina's Black Mountain College after the
closing of the Bauhaus in Germany by
Hitler 50 years ago, said that he also placed
“practice before theory, which after all, is
the conclusion of practice.”

The clear statement of a merchant is a
store with purpose and integrity of offer-
ing. Those who achieve it are called very
successful. They can be named and if so
done would include people like Charles
Lazarus of Toys ‘R’ Us, William Andres of
Davton-Hudson, Sam Walion of Wal-
Mart, the Lewis family of Best Products,
and maybe the people of Lowe's. Martin
Buber, the greatest 20th century phi-
losopher, in one of his many insightful
texts, wrote, ‘‘the way (o true communica-
tion is not to simplify and popularize, turn-
ing difficult concepts into casy stereotypes,
but to grasp what you are concerned with
s0 wholly and concretely that you can com-

Investors' Review— 1982

-

municate it directly and simply without be-
ing unfaithful to its integrity."" It is noi
farfetched to suggest that great merchant
practitioners are those who communicate
truly well . . . directly . . . without being
unfaithful to the form the communication
takes: the statement of the store.

Fulfilling needs, and making money
while doing it, is not only noble but enrich-
ing in more than a monetary sense. Some-
times it is a high calling, a nobility of
purpose, a noble obligation which is as cle-
vating spiritually as it is mentally and
physically. It is part of what drives a good
many good men and good women every-
where, including those in this company
called Lowe's, where we, the employees,
are also sharing owners of the tools of
enterprise and of labor.

The Polish poet Karol Wajtyla has writ-
ten:

Work starts within, outside it takes
such space

that it soon seizes hands, then the
limits of breath.

In another poem, Wojtyla has written:
Whoever enters Him keeps his own
self.

He who does not

Paiass Royal Gallones by Abriham Basss ol rca 1637, The

has no full part in the business of this
world
despite all appearances.

It is that participation in creation,
wherever and however we who work
choose it, that we become fulfilled.

Again from Wojtyla, who now presides
over one of the mightiest enterprises on
earth:

The human body in history dies more
often and earlier

than the tree.

Man endures bevond the doors of
death in catacombs and crypts.

Man who departs endures in those
who follow.

Man who follows endures in those
departed.

Man endures beyond all coming and
going

in himself

and in you,

So we all who participate in the practice
of this business called retailing, the buying
and selling of what people want and need,
whether we are yesterday's merchant of
Westmorland or today's merchants of
Morth Wilkesboro, do well by doing good.

—Rill Brantley
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Severe Fragmentation

The building materials market at retail and the discount retailing market have been estimated by some as
both being about $50 billion in annual sales size. K mart, the biggest of the discount retailers did $16.7
billion last year or 33% of the total market. Lowe’s, the biggest of the building materials retailers, did $1
billion last year or 2% of the total market. The point of the whole issue of the extreme fragmentation in
the building materials market is that there is a lot of room for everyone presently in the business to ex-
pand and succeed without stumbling over each other. A modern Chinese erstwhile philosopher once
wrote, “‘Let a thousand flowers grow.”’ It sounds like Chairman Mao might have just finished reading the
latest “‘Giants’ issue of Building Supply News.

reported on the 340 largest firms in our
business. Sixty-three of us or 20% of
those included as giants, did $18 billion in
sales or 79% of the total of $23 billion done

by the entire 340,
Obviously, that didn’t leave much for

the next 55 companies who are 18% of the
total. They together did 51.8 billion—
about the total of Lowe's and Payless
Cashways—or 8% of the total sales
volume., Next down were 80 companies
who account for 26% of the total who did
slightly less than 7% of the sales volume.
Rounding out the 340 giants were the bot-
tom 112 firms which did a total of $1.3
billion together or 6% of the total.

Guess what? Somewhere out there are a
huge gaggle of companies, each doing less
than $10 million annually (that’s less than a
lot of individual Lowe's stores) who to-
gether are doing more than 327 billion in
business.

That's what we call fragmentation of
competition, and it's also what we call con-
centration of opportunity.

Even using the conservative U.S. Depart-
ment of Commerce figures which indicate
that the total lumber, building materials
and hardware sales in the U.S. were 342
billion last vear, that still means a lot of lit-
tle companies are doing an additional $19
billion in business.

The Do-li-Yourself Research Institute
estimates that the total home improvement
market (not including any new home con-
struction) in the U.S. was 362 billion last
year and will be $72 billion in 1983. DIYRI
forecasts growth in this industry will have
the market at the 591 billion level in 1985
and at 5156 billion level in 1990. There

In its 1983 survey of the market, BSN

i

ought to be a lot of opportunity for a lot
of people to make a buck or two along
the way.

Another way of seeing how rapidly or
slowly the major chains are gaining market
share is to look at what the top 12 firms
have done in the last vear and the last 10
years and what the remaining top 25 firms
have done in both time periods.

In 1972 the 12 largest (that included us
even then) did 8% of the total business
available then. Three years ago the 12
largest (not necessarily the same 12) did
13.5% of the total available business. Last
year that had risen to 28% of the total
available. That's a 10-vear compound

growth rate of 22.5% for the Big 12 while
the market itself grew only 8.5% according
to Commerce Department figures.,

Ten years ago the remaining 13 of the
giants did 2.9% of the business. By 1980
they were doing 4.7% of the business and
just last year they had increased their share
to 16.5% for a 10-year compound growth
rate of 29%.

Lowe's has increased its market penetra-
tion over the recent decade and in the most
recent Iwo years. Factoring out only the
Lumber, Building Materials and Hardware
sales in the Southern region of the Com-
merce Department figures, it is helpful to
note that 10 years ago Lowe's total sales

Fragmentation of the Competilion
1%

B % of Total Giants
B % of Total Giant Sales

36%
26%
0%
18%
B.2%
6.7%
5o%— "
Sales ol Sales of Sales of Sales of
$50 $25-408 $15249 5101489
MilHan-Plus Million Milllen Million Total
Number of Firms 63 B0 112 310
% of Total Giants 0% 26% % 100%
Sales of Group (000,000 $18,111.7 $1,885.2 $1.528.4 $1,381.3 $22,884.8
% of Total Giant Sales To% BT % 5.9% 100%

SOURCE: Building Supply News
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were 2.9% of the Southern total and our
retail sales were 1.1%. Are these same store
sales? Mo, not for Lowe's and not for
Home Depot and certainly not for the
South either.

Two years ago our percent of the total
had risen by nearly 100% to 5.2%. In the
same time our retail sales more than dou-
bled to 2.4% of the total. Last year the
trend continued and we had 6.0% of the
Southern region total and retail accounted
for 3.3%, a highly significant gain within
one year. Over 10 years the compound
growth rate for Lowe’s sales was 16%, for
retail sales was 20.6% and the Southern
market, by this measurement, grew 7.8%.

Expanded sales Moors within the markets
already served, more stores in markets
already served, more and larger stores in
new markets, and the acguisition of more
stores in new areas bevond our present
perimeter, offer significant opportunities
for growth as well. Plans for these areas of
expansion and growth have been detailed
elsewhere in this annual review,

As other retailers come along with other
types of retail sales formats, it is important
to remember that sometimes some types of
obliqgue competition are referred to as
“wars."" Only when battles are precisely
drawn across the same pieces of land is this
truly accurate. But even in indirect com-
petition there are a lot of different kinds of
survivors. And merely to observe two peo-
ple trying to kill each other off can
sometimes be mistaken for mutual suicide.
Observers tend to be survivors. But
sometimes these battle-wars are great
nonevents. The market is 50 big that many
formats, advanced by many good mer-
chants, all have a good chance of success.
That's one of the dynamic facts about
general retailing today. One need only
make a cursory pass at the mass mer-
chandisers, the discounters, the department
store chains, the specialty retailers, the
catalogue showrooms, and so on to see that
this is a business of major fux, of tremen-
dous ebb and flow. Wow! Thanks for the
insight, Mao. [ |
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The Growth of the Chains

The 25 t Bullding Supply Retailers*
1000, 000} pi Percents
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The Penetration of Lowe's
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ousing Turnaround

of Recent Minting

In the bright sunlight of a blossoming national economic recovery it is easy—mercifully easy—to forget
that a few short months ago inflation rates were double what they are today, interest rates were 50% to
100% above today’s, and that the turnaround in the housing industry in America is of recent minting.

ew basic industries suffered the
Fnulragenus fortune in the last four

years that the housing industry did—
and still does. It was not the poor produc-
tivity in the industry, nor high union
demands, nor foreign competition. [t was
lack of money, available money to fund
new home construction and new home pur-
chasing, money which disappeared because
it flowed to where the returns would be
greater.

Millions of Americans had just about
begun to despair of getting their share of
the American dream—their own home.
They were even willing to take smaller
homes, they were willing—if they could
find the financing—to pay larger and
larger slices of their income for that dream.
Four years of rampant inflation and high
interest rates put the double-whammy on
hope.

Last year the rate of housing starts,
bolstered by multi-family activity, climbed
to a shade above the dismal rate of 1981;
back-to-back worst years in modern Amer-
ican history.

Then, despite the dramatic and unprec-
edented drop in inflation, the starls rate
and the mortgage rate stayed stubbornly
out-of-touch with what was happening on
the inflation front as signaled by the ex-
plosive Wall Street rally which boomed,
and boomed and boomed.

That side of Lowe's business which is
maost directly affected by morigage rates
and levels of housing starts turned modesi-
ly hopeful, but it was more hard work on
the part of the professional sales staff here
than it was any outside relief in the way of
better conditions.

Existing home sales followed the free fall
of the housing starts and reached a low of
1.9 million last year, down by 1 million
from the level reached only two vears
earlier. The drop in the South was less than
the national rate and less than any other
major region, pointing to the strength in
the Sun Belt which continued to attract
retirees, many of whom had cash to buy ex-
isting homes, and workers coming to the
high-tech, smokeless industries which fuel
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the South's current growth.

Much has been written and spoken in the
popular media about the rising cost of new
homes during recent years. It’s all true,
only probably worse than the 2-minute
commentators realize. In 1963 when the
median price of a new home was $18,000,
40.6% of families could afford it. Ten
vears later when the price had advanced to
$32,500, 36.6% could afford it. While final
figures on affordability are not in for last
year, the median cost of a new home had
risen to $69,300. The previous year when
the median cost was 568,900, only 11.2%
of families could afford it.

The brightest spot in these numbers
comes from survey of existing home prices,
and the amount of income needed to
gualify to purchase this median home had

declined in 1982 from $33,988 at the begin-
ning of the yvear to 30,745 on December of
1982, It dropped still further in January of
1983 to %30,035 and in February to
$29.897. The Catch-22 was that median in-
come had also dropped in the period, ac-
cording to the Mational Association of
Realtors which says that median housing
prices and median incomes have not been
in balance since 1978,

If it is any wonder that those who pre-
dicted a yvear ago a dramatic decline in in-
terest and inflation rates were called spin-
ners of fairy tales, then it should be no
wonder that those companies which have
seen their opportunities adversely affected
by the yvo-vo of boom-and-bust housing
cycles look upon all of this as grim times.

At Lowe's we have rowed upstream long

Regional Housing Starts and Permits iprivate Housing Starts Only)

(Thousands)
55 T%

B4 B ————

% Distribution of 1882 Stans and Parmits
B Siaris
B Parmits

223%

19.3%

14.0%
121%
11.0%
10.9%

s, MNorthaast MNarth Cantral Wast South
Year _31_113_ E‘_‘T“_" Starts  Parmiis Starts  Permits Starts  Parmits Staris  Parmits
1871 2,085 1,881 2n 308 440 430 490 478 BB Tar
1980 * 1,282 1191 125 118 218 192 308 318 B43 B2
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1982r 1,061 i 116 1049 149 120 208 a2 L] 543

*Parmit figures tor 1978 through 1881 are for 16,000 permit-issuing places and are nod, therafare, directly comparabie to
parmit figuras prior 1o 1978 which rafiact 14,000 permit-lssuing places,

P = Preliminary
SOURCE: Consfruction Review, Consiruction Reports
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Housing—The Changing Mix*
{000}

Z400 gy 4%
My
- [P
A N H
1,200 — 12
%] e
79 81 82
%8 2nd  3rd  4h st 2nd  3rd  4h tm 2nd 3rd  4th 18t 2nd 3@ dih
2 3 T TS s L L Qir, Qir. Cr. Qtr. Ctr, Qur, o, Qi O!r. oitr. Q. odr, D.tr. Oftr, OHr, air.
B0 — P— 13041
[
00 -‘-- i 'q 10
e Wr( | /xh .,

B Privately Owned Housing Starts{l) B New Home Morigage Yields{1) B Prime Rate %(1)

(1) 1879-1982 = I Monihs Average. [2) Years 1972.78 = Quartarly Average (3} Year Ended 7-31 for years through 1977
(4} Years 1872-T8 = Quarterly Average [5) 1872-77 Eamings = FIFO basis; Subséguent aarmings ara LIFO
“Lowa’s sales and earnings on fiscalyear guariess; starts, morigage and prime rates on calendar-year quarters,

Existing Home Sales *

B Lowe's Sales(2)3) B Lowe's Quartarly Net Eamings{3H4)5)

us. Northeast  North Central West South
Units Sold Dollar Volume Units Sold Units Sold Units Sold Units Sold % of U.5.
{000) (Billions) (000) (D00} {000) {000) Total
1872 2,252 § 678 361 B30 473 788 35
1880 2973 216.4 403 BOG 672 1,082 37
1981 2,419 188.4 353 632 516 a7 s
1882 1,980 160.2 354 490 366 7RO 39
1972-82 CGR"" —-1.2% 8.0% - 2% —-25% —-2.5% 1%

*Reflactive ol salos of previously owned homas, does not include new housing,

**Compound Growth Rate
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enough and expended enough physical and
mental energy to have achieved a retailer’s

profit-numbing, and potentially deadly,
mirage.

a man a fish he can eat for a day but if you
teach him to fish he can live for a lifetime.

“high." Never again dependency on this The Chinese proverb says that if you give We have learned how to fish. [ ]
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*Based on a commiimant of 25% of madian family income (0 sheller axpenses including
morigage, Insurance, operating expenses and repairs.
"*Median Sales Price
SOURCE: Consfruciion Raview, NAHB Economics Division
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Directors

Name and Age Director Since Business Experience, Directorships, Positions within the Last Five Years

Gordon E. Cadwgan, 69 1961 Chairman of Audit Committee and Member of Compensation Committee of the Board.
Trustee and Financial Consultant; affiliated with Tucker, Anthony & R. L. Day,
Inc., Boston, Mass., since February, 1979,
Director, Leach & Garner Company, Attleboro, Mass.
Vice-President, Merrill Lynch, Pierce, Fenner & Smith, Inc., Boston, Mass., 1978-1979,
Senior Fellow and Chairman, Investment Committee, Brown University, Providence, R. 1.
Director, Bevis Industries, Inc., (Tubing, Rotary Blowers, and Pumps) Providence, R. 1.

Leonard G. Herring, 55 1956 President and Chief Executive Officer since 1978,
Member, Office of the President 1970-1978.
Secretary of the Company 1956-1978.
Executive Vice President 1976-1978.
Director, Northwestern Financial Corporation, North Wilkesboro, N. C., since 1969,
Member, Listed Company Advisory Committee to the New York Stock Exchange Board of
Directors, New York, N. Y.

Petro Kulynych, 61 1952 Managing Director since 1978.
Executive Vice-President 1970-1978.
Member, Office of the President 1970-1978.
Director, North Wilkesboro Federal Savings & Loan
Association, North Wilkesboro, N, C., since 1974,
Trustee, Wake Forest University, Winston-Salem, N. C.

William H. McElwee, Sr., 75 1961 General Counsel and Managing Director since November, 1980.
Senior Vice-President and General Counsel 1972-1980.
Member of Compensation Committee of the Board.
Partner, McElwee, McElwee, Cannon & Warden (Attorneys-at-Law), North Wilkesboro, N, C.
Member Emeritus, North Carolina Board of Law Examiners, Raleigh, N. C.

Robert G. Schwartz, 55 1973 Chairman of Compensation Committee and Member of Audit Committee of the Board,
Metropolitan Life Insurance Company, New York, N. Y.
Chairman of the Board since February 1, 1983.
Vice-Chairman of the Board and Director, 1980-1983.
Executive Vice-President, 1979-1980.
Senior Vice-President, 1976-1978.
Director, Potlatch Corporation, San Francisco, Calif., since 1973,
Director, Kaiser Cement Corporation (cement) since 1977, Oakland, Calif., since 1977,
Director, NL Industries, Inc., (petroleum services, chemicals, metals), New York, N. Y.,
since 1980,
Director, R. H. Macy & Company, Inc., (department stores), Mew York, N. Y., since 1982.
Director, State Street Research and Management Company, Boston, Mass., since 1983,

Robert L. Strickland, 52 1961 Chairman of the Board since 1978.
Member of Compensation Committee of the Board.
Executive Vice-President 1976-1978.
Member, Office of the President 1970-1978.
Director, Revelstoke Companies, Ltd. (Lumber Mills, Retail Building Materials and
Ready-Mix Concrete Plants), Calgary, Alberta, Canada, since 1976.
Chairman and President, Do-It-Yourself Research Institute, Indianapolis, Ind.
Director, The Home Center Institute, Indianapolis, Ind.
Vice-Chairman, The ESOP Association, Washington, D. C.
Director, Council of Better Business Bureaus, Inc., Washington, D. C.
Director, The Committee of Publicly Owned Companies, New York, N. Y.

John A. Walker, 60 1961 Member of Audit Committee of the Board.
Managing Director 1978-1980.
Executive Vice President 1970-1978.
Member, Office of the President 1970-1978.
Director, Brad Ragan, Inc. (Tire Manufacturers), Spruce Pine, N. C., since 1972,
Trustee, First Carolina Investors, Charlotte, N. C., since 1971.

Data current with proxy information dated April 22, 1983,
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Officers

Chairman
Robert L. Strickland

President
Leonard G. Herring

Directors

Gordon E. Cadwgan
Leonard G. Herring
Petro Kulynych

William H. McElwee, Sr.
Robert G. Schwartz
Robert L. Strickland
John A, Walker

Corporate Officers

J, Ross Burgess, execuiive vice president—
merchandising

Wade Dupree, vice president—real estate

Richard D, Elledge, vice presideni, secretary
and controller

Clayton A, Griffing, senfor vice presidenr—
Sinance

Leonard G. Herring, president and chief ex-
eculive officer

Petro Kulynych, managing director

Arnold M. Lakey, vice president—credit
managemeni

William H. McElwee, Sr. managing director
and corporate counse!

Dwight E. Pardue, execuitve vice president—
Store operations

Robert L. Strickland, charirman of the board

Harry B. Underwood, vice president and
freasurer

Company Officials

William F. Brantley, vice president—investor
relations

Michael D. Brown, senior vice president—
marketing services

Ralph Buchan, vice presideni—marketing
research and planning

Alex Busick, vice president—advertising

Robert Cannon, merchandising vice presideni—
appiliances, hardware, seasonal products

Henry Church, senior vice president—Steriing
Advertising

Wendell R. Emerine, vice president—store
operalions

Edward F. Greene, senior vice president

Richard D. Griffin, wice presidenf—oorporate
retall sales

Vaughn Haves, vice president—inventory
management

G, Vernon McGimsey, regional vice president

Kenneth Moore, merchandising vice
president—structural lumber and plywood

U. Dean Nichols, regional vice president

Jack Patterson, vice president—regional adver-
tising developmenr—3Sieriing Advertising

M. Benfield Phillips, vice president—corporate
professional sales

H. C. Povthress, vice presideni—manager prinf
advertising, Sterling Advertising

Robert L. Swanson, semior vice president—
merchandising

Charles E, Taylor, regional vice president

John W, Vining, Ir., vice president— ad-
mristration

Gregory 1. Wessling, merchandising vice
president—building commodities, farm sup-
plies and millwork

William White, regional vice president

Daia current & of May I, 1981,
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Investor’s Quick Reference Guide

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 Ageni:
Wachovia Bank & Trust Co., M. A,
Box 3001
Winston-Salem, N. C. 27102

Information Contact:
Kyle Royce
919-748-6400

Dividend Reinvesting Agen(*:
Wachovia Bank & Trust Co., N.A,
Box 3001
Winston-Salem, 27102

Information Contact:
Ed Hartgrove, JIr.
919-748-6400

Dividend Policy:
Lowe's pays a cash dividend each
quarter and since becoming a public
company in 1961 has paid 88 con-
secutive quarterly dividends.

Lowe's Telephone:
919-667-3111

Lowe's Telex:
510-922-5737

Lowe's Mailing Address:
Box 1111
Morth Wilkesboro, M. C. 28656

Lowe's Street Address:
State Highway 268 East
(Elkin Highway)
Morth Wilkesboro, N. C. 28659

Annual Meeting Date:
May 27, 1983, 10 a.m.
Lowe's General Offices
Morth Wilkesboro, M. C.

Questions about Lowe's,
Shareholder Inguiries and to obtain Form
10-K: Call or write:
Bill Brantley
Vice President, Investor Relations
Box 1111
Morth Wilkesboro, M. C. 28656
Telephone: 919-667-3111, ext. 4631
Telex: 510-922-5737

*Effective June 30, 1981

Stock Transfer Agenis:
Wachovia Bank & Trust Co., N. A,
Box 3001
Winston-Salem, N. C. 27102

Information Contact:
Victor Winterflood
919-T48-6447

Morgan Guaranty Trust Co.
9 West 5Tth Street
New York, M. Y. 10019

Stock Registrars:
The Northwestern Bank
Box 85
Winston-Salem, M. C. 27102

The Chase Manhattan Bank
1 Chase Manhattan Plaza
Mew York, N. Y. 10005

Lowe's Common Stock:
Ticker symbol: LOW
Listed:

Mew York Stock Exchange
20 Broad Street
Mew York, M. Y. 10005

Pacific Stock Exchange
301 Pine Street
San Francisco, Calif. 94104

The Stock Exchange (London)
Old Broad Street
London, England EC2ZN 1HP

Quarterly Reporis:
Mailed usually the fourth week after the
end of the quarter, April 30, July 31,
October 31 and January 31.

Disclosure Policy:

Lowe's Companies, [nc., for more than
21 years, has maintained a policy of
complete and free disclosure of all in-
formation needed by investors to deter-
mine whether they should buy, sell or
hold Lowe's stock. The company de-
sires and intends not only to meet the
letter but the spirit of laws, regulations
and rules. It follows and—in some
cases—Ileads good practice and custom.
Annually the company seeks new and
fresh ways of presenting financial and
other information about itself to better
inform the investor.

Y our comments are always welcome,

is



1982 Shareholders Survey

(1) Which Sections of the January 31, 1982
Annual Report did you read?

All the report

Letter lo Shareholders. . ... ........

Letter to Shareholders Translalions. Vi

Performance Review .
Lowe's at 20 .

Prospecls for Lemfahl
Dimensions of the Fl.ltl.llﬂ—EEHjl
Investor Relations Report
Shareholder Census & Survey. .
Marketl Research. .. ........
Financial Report. ........
21-year Financial Review
Other

{2) Ratings of the Quality of the Annual I‘-lnra
ﬁl

Sections (10-point scale) 10 = uul:ﬂlnd
All of the Report .

Letter to Shareholdars. ... .. ....... '
Letter to Shareholders Translatmns

Performance Review .
Lowe's at 20
Prospects for Leadership .
Dimensions of the Future— Essay
Investor Relations News Report. .. ..
Shareholder Cansus & Survey. .. .. ..
Market Research.

FII'IEII'II:'.‘IHJHEFIEI‘L...........j.‘:.‘::.l

21-yaar Flnanr.ual Hewaw ...........
Other . E L

o=~

Lecgvela-Trlax]

{3} Rating of the Usefulness of Sections of the

Annual annrt{m-p-uln'l su!u}:
All the Re
Lettier to narahnldars b
Letter to Shareholders Transiations.
Performance Review
Lowe's al 20 .
Prospects lor Lew;lershlp
Dimensions of the Future— Easav
Investor Relations News Report. . ...

Shareholder Census & Sunra'y .......

Market Research. .

Financial Report. .

21-year Financial Fteu'lal.u'

e s S PR SN

(4) Overall Report Rating on W-p-nim mlu
The overall Report . .. ’

.. B
... B
. B
8
6
[
7

OO ~~

{5) Status of Respondent as a Sharcholder:
L TS R

(5a) Size of Holdi

—How many Shares do you
currently own
Number of shares owned

-5 . 20%
TRO=dB . . s csrriminserssemssnres A5 %
500-—999 . . 12%

1000—8000 . 19%
OB TR0 o os s iiiiiaisheinssibns A%
Average size of holding . 7,402

(5b) Asalowe's :hlrnhn&dmwh-tiu our

mary Investment objective in holding
owa's stock now?
I have along-term profit on my original
Investment .......cocuecsciaeians
| believe that when interest rates
subside, Lowe's price may recover ., 32%
Thedividends on my original investment
aresallsfactony.......o.cocvieiaes 12%
I have a loss on My investment in Lowa's
and am awaiting a recovery, at which point
| would make another decision. . . . .. 5%

(0] 17 A AR G i (e R 7%
{6) As apotential Lowe's shareholder what
would be your primary reason for holding
Lowe's stock?
Capital Appreciation . ...............43%
Dividend Income . ........ocvsrianss 3%
Both Bapllal ﬁpp reciation & ﬂlvldﬂnd
Income. o .
Other . . A%

g:u agree that the growth rate of dividends
L

ll- maost important dividend criterion?

............................... 57%

N!n. i A%
{8) How did you first become aware of Lm :?

Through my stockbroker . 16%
Thmugh alowe's amplnyea orstore. .. 15%
Through a Lowe's shareholder . o TH%
By reading previous Annual Report . ... 18%
Newspaper or Magazine article. . . . 12%

Investment publication
This is m]r first axpnsma' o Lowa's
Hher .

LOWE'S QUARTERLY STOCK PRICE RANGE AND CASH DIVIDEND PAYMENT.®

Fiscal Year Ended January 31, 1!!-3

Fourth Quarter —NYSE, PSE

Third Quarter —NYSE,PSE........
Second Quarter —NYSE, PSE. .. .. ...
First Quarter —NYSE, PSE........

Fiscal Year Ended January 31, 1982:

Fourth Quarter —-NYSE PSE.

Third Quarter —NYSE, PSE. ;
Second Quarter —NYSE, FSE. ke
First Quartar —NYSE,PSE........

Fiscal Year Ended J anuary 31, 1881:

Fourth Quarter -NYSE PSE.

Third Quarter —NYSE............
Second Quarter —NYSE. . ..........
First Quarter —HNYSE............

F]:I.l,‘.l.l Year Ended Jlnulr]r 31 1980:

Fourth Quarter —NYSE, .

Fourth Quarter —OTC..........0...
Third Quarter —OTC.........c000-
Second Quarter—0TC. . ........c..u
First Quarter —OTC.............-

High

$22.35

16,28
9.53
215

High

$ 730

Bid

High

770
8.20
7.20
7.80

Lo

$6.80
6.80
6.50
7.00

Low Dlvldend
$15.15 I EI?E
8893 nr2
B.40 072
T.65 072
Low Dividend
5 6.30 5072
T.50 a7z
9.40 072
7.90 a7z
Low_ Oividend
5 7.00 .08
8.00 06
6.05 08
535 06
Ew_ Dividend
§ B.80 505
Asked Dividend
Han o
$8.00 5700 3.05
B.30 710 05
7.50 6.90 05
8.10 7.30 05

* As restated for a five-for-three split to shareholders of record April 14, 1983,

NYSE: New York Stock Exchange
PSE: Pacific Stock Exchange
oTC: OverThe-Counter Market

(Lowe's shares are also listed on the London Stock Exchange.)
The number of Lowe's shareholders on the record date of April 14, 1983 was 5,144,
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Shareholder Analysis

B Individual U. 5.

B Employes Trusts
B Institutions U, S,

B International

SOURCE: Lowe's Corporate Records

State Holders Shares
Alabama®. ............ 104 13,523
AIRBKE .. vovnanssnnins 3 826
Ardzona, . .....00a0nnas 15 1,911
Arkansas® . ........... 14 ars
California, . ......c0ue 69 274,706
Colorade ....ooveninns B 1,614
Connecticut .......... 52 53,617
Delawara*® 39 13,854
District of Columbl 15 8,105
Fiorida® ... .. 142 138,053
Georgla® . ... 187 114,814
Hawaii . . 1 1
Idaho . .. 1 500
Ihinois® . T2 BRE,076
Indiana®, 39 28078
T G R R T 5 315
KENBAS . .. cnessannnres L] 2801
Kentucky® ., ..covuuuan 75 28,010
Louisiana®. . v 8 9,287
MEINE. .. csicsrmssisns 11 4,771
Maryland® . ........... 117 82171
Massachusells........ 89 185,615
Michigan . ............ 36 17,262
Minmesota, ........... 17 40,234
Mississippi® .. ........ 67 14,890
Missour. . ...covenians 3 35,710
Montana ............. 2 31
Mebraska, .........0004 B 36,573
Nevada, ....cociansass 4 787
Mew Hampshire .. ..... 8 3,778
MNew Jersey . .......... BB BE 634
NawMaxlc.n.......... 2 1,206
New Yoark . 161 19,929,151
Morth Carolina® 2,248 4,043,719
Chio” . ...... ar 78,288
Oklahoma T A gk 5 1,678
Oregon. ....oovserenss 9 11,366
Pennsylvania®. ........ 94 360,426
Rhodelsland. ......... B6 153,834
South Carolina® ....... 267 119,849
SouthDakota ......... 1 1
Tennessee®. . ......... 198 115,462
TRNEE™ L oo iaansnuwnes B1 26922
U, . vwehe s e s iias 1 75
Vermont. ....coveneens 3 29471
Virginia® ............. 411 455936
Washington. . ......... 15 B, 207
Wwest Virginka*. . ....... &7 25997
Wiscansin, ........... 1 4 508
WYOMING .« vavvensrans 1 75
Canada. . .....cvouvias 14 199,636
|n1&mattnnal' e 17 114,543
5142 27,775,982

Employees in Profit-
Sharing Trust®""* .... 1,698 3,323,880

Employees in Stock

Ownership Plan

and Trust™ ™ .. ...... 5,850 5,148,613
TORBl o vvar woamecninscs 12690 36,248 475

"Indicates state with Lowe’s store.
**Does not include international holdings in
Mew York-based streal-name accounts,

***in computing total shareholders of record, the
two trusts are counted as one sharaholder
each, one in the North Carolina 2,248, and one
in the New York 161. Also, the total holders
figure has been adjusted for employees who
are members of both plans.
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Lowe’s Companies, Inc. and Subsidiary Companies

Consolidated Statements of Changes in Financial Position

{In thousands)

Funds provided:
Net earnings

Charges not requiring funds:
Depreciation

Deferred income taxes
Funds from operations

Long-term debt borrowings

Stock issued to ESOP

Disposals of fixed assets
Other

Total funds provided

l_=uml- applied:
_Dividends paid

Increase (decrease) in working capital

Changes in working capital components:

Accounts receivable
Merchandise inventory
Other current assets

~ Current maturities of long-term debt
Accounts payable
ESOP benefits payable

_ Accrued salaries and wages

Other current liabilities

Income taxes payable

Working capital changes before cash*

Increase (decrease) in cash®
Cash*, beginning of year

- Cash*, end of year

*Cash and cash equivalenis.

Fiscal Fiscal Fiscal
1982 1981 1980
$25,131 $17,859 $18,891
11,178 10,522 10,320
3,485 —0—_ —0—
B 39,794 28,381 29,211
14,501 1,883 —0—
= 5,951 —0— —0—
690 902 561
(38) 52 (282)
60,898 31,218 29,490
9,800 9376 7,813
22,601 30,698 13,585
7,132 4,948 4,183
- 39,533 45,022 25,581
21,365 (13,804) 3,909
27,281 (20,065) 1,730
54,006 (11,575) 6,593
1,607 751 (2,088)
(215 (259 (69
(42,621) 4,044 (6,436)
o (1,828) 1,429 (687)
(3.455) 644 186
(3,009) (1,782) (2,634)
(2,672) (3,494) 14,701
28,094  (30,307) 11,301
(6,729) 16,503 (7,392)
32,070 15,567 22,959
$25,341 $32,070 $15,567

See accompanying notes to consolidated financial statements.

Report of Independent Certified Public Accountants

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, 1983, 1982 and 1981, and the related
consolidated statements of current and re-
tained earnings and of changes in financial
position for the fiscal vears then ended.
Our examinations were made in accordance
with generally accepted auditing standards
and, accordingly, included such tests of the
accounting records and such other auditing

Investors' Review—1982

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,
Ine. and subsidiary companies at January
31, 1983, 1982 and 1981, and the con-
solidated results of their operations and the
changes in their financial position for the
fiscal years then ended, in conformity with

generally accepted accounting principles
consistently applied during the period ex-
cept for the changes, with which we con-
cur, in Fiscal 1981 in the methods of
accounting for depreciation and capitaliza-
tion of interest costs as described in Note 2
to the consolidated financial statements.

DELOITTE HASKINS & SELLS

Lenoir, North Carolina
March 18, 1983

7



Management Analysis: Lowe’s Financial Strategies

On the preceding page, we have begun this
year's Financial Statements Presentation
with the Statement that many analysts con-
sider the most important of all—the State-
ment of Changes in Financial Position—
historically known as the “‘Sources and
Uses of Funds"" document.

This format reconciles to Cash rather
than to changes in Working Capital. As
such, it quickly highlights liquidity trends,
or the lack thereof, and whether the com-
pany's operations and activities for the
year were a net user or a net generator of
Cash. So we invite your attention to a
“‘Bottom Line" which is different from the
cliche one, and the intermediate lines which
produced it.

Dramatically different sales trends are
presented graphically in Chart A for
Lowe’s sales to retail customers and to the
builder. Total sales have averaged a growth
rate of 16% per year from 1978 through
1982, however, retail sales have accelerated
at a 7% average annual increase, while
sales to professionals have been flat over
the five-year period. These trends are a
result of the adverse economic cir-
cumstances plaguing the housing industry
since late 1979 and the company's in-
creased emphasis upon penetrating the
retail do-it-yourself market. The growth of
retail sales and the persistent long range

growth rate shown in line 5, pages 13-15
are attributable to the marketplace accep-
tance of Lowe's merchandise and services
and to the company's continued geo-
graphic expansion. The sales trends are in
part influenced by inflation, but in 1982 the
rate of inflation for our merchandise was
less than one-fourth that registered by the
Consumer Price Index. Indeed, the infla-
tion in our merchandise was at the lowest
rale experienced since the company
adopted LIFO in Fiscal 1978.

Met earnings as a percentage of sales dur-
ing the last five years are delineated in
Chart B. This net return on sales is a
measure of productivity which is affected
by sales volume, customer and product
mix, and income statement factors-margin
rates, fixed and variable expenses, and tax
rates. The rates shown here for 1978, 1979,
1980, 1981 and 1982 reflect LIFO Inven-
tory accounting. A restated, historical
comparison is presented in line 19, page 52.
The constant challenge to management
when expenses generally inflate at rates
comparable to the Consumer Price Index
and prices of our merchandise increase at a
rate of only one-fourth to one-half that
rate is Lo increase productivity so that the
falling trend of net earnings to sales will be
reversed.

Funds from operations (Cash Flow) as

portrayed in Chart C, result from net earn-
ings and non-cash charges against earn-
ings, principally depreciation. Such funds
are used for two purposes: first, providing
the source of dividends to be paid to share-
holders; second, with the balance being
reinvested in the business for future
growth. Lowe's policy in the past five years
has been to provide a steady increase in
cash flow to shareholders in the form of
cash dividends in spite of cyclical earnings
fluctuations. Our long term Cash Flow
growth rates are shown in line 9, page 52.

We have discovered an easy way to com-
pare the real internal Cash Flow during
years of LIFO inventory accounting, with
years of FIFO inventory accounting, of
which some of both are presented in the 21-
vear review, The Formula is:

From: FIFO Net Earnings Before
Taxes
Subtract: Actual Taxes (from the
Audited Financials)
Add: Depreciation and Deferred
Income Taxes
Result: Real Cash Flow

The reason this Formula is valid is that
all the Cash Flow that was present under
FIFO still flows in under LIFO, and was
augmented by decreased tax liability.

Total Sales Trends A Percent Earnings to Sales B Funds From Operations C
{$000,000) {$000,000)
51,080 S0 $45
BaD 4.00 .
Total Earnings
Protesaional f
3,00 27
B30
E
/ 200 — 18
420 —J#—_-
Depreciation
310 Aetail $00 . \ —
il Dalamed
Dividends
Incodm
Tu“?-
1878 1878 19680 1981 1982 1878 1979 1980 1981 1982 1978 1879 1980 1881 1982

38

Lowe's Companies, Inc.



Lowe's Companies, Inc. and Subsidiary Companies
Consolidated Statements of Current and Retained Earnings

(In thousands, except per share data)

Year Ended Year Ended Year Ended
January 31, 1983 January 31, 1982 January 31, 1981
Fiscal % of  Fiseal % of  Fiscal % of
1982 Sales 1981 Sales 1980 Sales
Current earnings:
Net sales $1,034,032 100.0  $888,042 100.0  $BB3,614 100.0
Cost of sales 772,986 74.8 667,610 75.2 677,974 76.7
Gross profit 261,046 25.2 220,432 24.8 205,640 23.3
Expenses:
Selling, general and administrative 187,199 18.1 164,786 18.6 144,312 16.3
Depreciation (Note 2) 11,178 1.1 10,522 1.2 10,320 1.2
ESOP benefits (Note 8) 10,666 1.0 8,932 1.0 10,528 1.2
Interest (Notes 2 and 12) 4,478 4 2,966 3 4,203 5
Total expenses 213,521 20.6 187,206 21.1 169,363 19.2
Pre-tax earnings 47,525 4.6 33,226 3.7 36,277 4.1
Income tax provision (Note T) 22,394 2.2 15,367 1.7 17,386 2.0
Net earnings § 25,131 24 § 17,859 20 § 18,891 2.1
Earnings per share* b .75 b .55 $ .58
Dividends per share (Note 9) b .29 3 .29 3 .24
Shares outstanding (Note 9) 33,333 32,555 32,555
Retained earnings (Note 9):
Balance at beginning of period as
previously reported $ 162,470 £157,243 5146,165
Retroactive adjustment for three-for-two
stock split (3,256) (3,256)
Retroactive adjustment for five-for-three
stock split (6,511) (6,511) (6,511)
As restated 155,959 147,476 136,398
Adjustment for five-for-three
stock split on shares issued to ESOP
on February 1, 1982 (156)
Net earnings 25,131 17,859 18,891
Cash dividends (9,800) (9,376) (7,813)
Balance at end of period $ 171,134 $155,959 _$ 147,476

*After reduction of $.51, $.36 and $.39 in Fiscal 1982, 1981 and 1980, respectively, to give retroactive effect 1o the five-for-three stock
split in the form of a dividend payable to shareholders of record April 14, 1983,

See accompanying notes to consolidated financial statements.
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Financial Condition—Balance Sheet Management

Historically, two major strategies for
balance sheet management, one for each
side of the sheet, have helped to make this a
dynamic document. First, on the asset side,
we concern ourselves with the structural
balance of the various assel components
which contribute to our profits and
growth. Since fixed assets provide no direct
return on investment, we maintain the ma-
jor portion of our assets in items that
“turn™ around sales, specifically, inven-
tory and accounts receivable. In recent
years, inventory and receivables have been
maintained at an average of 62% of total
assets, but careful management during
Fiscal 1981 brought their total to 53% at
year-end. With the economic upturn ex-
perienced in the fourth quarter of Fiscal
1982, they returned to 62% of total assets.

It is important to note that our major
asset, inventory, has been valued using the
LIFO method of accounting since 1978,
The effect on the balance sheet is that dur-
ing inflationary periods, the LIFO method
tends to reduce the stated value of similar
units of inventory, thus reducing inventory
as a percentage of total assets.

Inventory is the single most important
assel to a company like Lowe’s, because it
is the raw material of profitability.
Therefore, continuing attention is given o
managing it properly. Lowe's sales (o in-
ventory ratio—itotal sales divided by
average inventory at cost—was 6.2 times in
1982, versus 6.3 times in 1981, The addi-
tional $54 million investment in ending in-
ventory for Fiscal 1982 versus 1981 sup-
ported the higher sales volumes created by
a healthier economy.

Accounts receivable represent the next
largest current asset we manage. The ac-

Assels Trends & Composilion D
In Millions
£400
I
B invantory
B Recelvables
20 W Fived
= | ™ AllOther 1"
o
240
160 | ™
pr——
BO
R
1878 1879 1880 1981 1682

counts receivable balance is generated
almost entirely from sales to protessional
customers, since our retail customers
primarily pay cash or use credit cards.

Owr receivables increased $27 million, or
by 57% during Fiscal 1982. The $75 million
on January 31, 1983 was equal to 62% of
sales to professional buyers during the
preceding 90 days, compared to 63% one
year ago, and 60% two years ago. Reflect-
ing good management, the allowance for
doubtful accounts was only 4.3% of gross
accounts receivable in Fiscal 1982 versus
5.5%0 in Fiscal 1981.

Fixed assets, principally store buildings,
fixtures and equipment, increased by $11
million this yvear, reflecting the addition of
6 new stores opened in the fiscal year, and a
continuing existing store retrofitting pro-
gram.

All other assets were 7% of the total,
primarily cash and shori-term invesimentis.
These funds, which fluctuate seasonally,
are made available by the Company’s cash
management system and our effective con-
trol of other current assets.

The second major strategy in balance
sheet management deals with the liabilities
and sharecholders® equity side where we are
specifically concerned with the financing of
assets. The most important componenis
here are sharcholders' equily, accounts
payvable, long-term debt, and other
liabilities.

Equity financed 51% of total assets on
January 31, 1983. On February 8, 1983, the
Company sold 2.917 million shares of com-
maon stock (1.75 million before the adjust-
ment for the five-for-three stock split
described in Note 9). The gross proceeds of
$54 million will be added to the general
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Ratio 217 2m 335 363 354

funds of the Company and will be used
principally to finance the cost of land,
building and equipment for new and exist-
ing stores and to fund working capital re-
quirements. However, equity cannot
finance the total assets required o max-
imize Lowe's operations and opportunities.
Other funds are needed and obtained, some
on short-term basis and some long-term.

Accounts pavable are a function of in-
ventory levels and purchasing trends and,
as such, fluctuate as a percent of inventory
and as a source of financing total assets, It
should be noted here that payables are
evaluated based upon the FIFO method of
inventory accounting even when the Com-
pany is utilizing the LIFO method.

Long-term debt has been used by Lowe's
as a method of financing a portion of our
store expansion. After peaking at 24% of
total assets in 1978, long-term debt has
been reduced and on January 31, 1983, it
financed just 14% of total assets. This low
level invites further comment. To facilitate
additional expansion, we expect to secure
additional debt financing in Fiscal 1983,
Specifically, we plan industrial revenue
bond financing for certain new siores and
sale-leaseback transactions involving cer-
tain existing stores.

Other liabilities represent various obliga-
tions, including current and deferred in-
come taxes payable and employee retire-
ment benefits. Such liabilities were funding
12%o of our assets on January 31, 1983,

In summary, balance sheet management
is one of the most important of Lowe's cor-
porate strategies, obviously essential to our
growth, and we are pleased with the condi-
tion of our balance sheet at the close of this
fiscal year.

Equity and Liabilities F
Trends and Composition
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Lowe’s Companies, Inc. and Subsidiary Companies

Consolidated Balance Sheets

(In thousands)
January 31, 1983

January 31, 1982

~ January 31, 1981

Fiscal W of Fiscal o of Fiscal o of
1982 Total 1981 Total 1980 Total
ASSETS
Current assels:
Cash B § 2,035 5 £ 6,781 22 3 8567 28
Short-term investments 23,306 5.9 25,289 8.3 7,000 2.3
Accounts receivable—net (Note 12) 75,388 19.2 48,107 15.7 68,172 22.6
Merchandise inventory (Note 3) 167,535 42.6 113,529 37.0 125,104 41.5
Other current assets 3,271 B 1,664 o 913 3
Total current assets 271,535 69.0 195,370 63.7 209,756 69.5
Property, less accumulated depreciation
(Notes 2, 4and 6) 121,406 30.9 110,673 36.1 91,399 30.3
Other assets 559 .1 521 2 573 .2
_ Total assets $393,500 100.0  $306,564 100.0 $i_ﬂl_.?§ . lqlgﬂ
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Current maturities of long-term
debt (Note 6) $ 5,631 14 S 4416 14§ 4,157 1.4
Accounts payable 90,580 23.0 47,959 15.7 52,003 17.2
ESOP benefits payable (Note 8) 10,871 2.8 9,043 3.0 10,472 3.5
Accrued salaries and wages 9,110 2.3 5,655 1.8 6,299 2.1
Other current liabilities 13,337 34 10,328 3.4 8,546 2.8
Income taxes payable 5,470 1.4 2,798 9 {696) _ {.2)
Total current liabilities 134,999 34.3 80,199 26.2 80,781 26.8
Long-term debt, excluding current
maturities (Note 6) 56,233 14.3 48,864 15.9 51,929 17.2
Deferred income taxes (Note 7) 3,485 .9 —0— .0 —— .0
Total liabilities 194,717 49.5 129,063 42.1 132,710 44.0
Commilmenis, contingencies, and
litigation (Note 11)
Shareholders’ equity (Note 9):
Common stock — $.50 par; issued and
outstanding 1982 33,333,333; 1981 and
1980 32,555,315 16,667 4.2 16,278 3.3 16,278 54
Capital in excess of par 10,982 2.8 5,264 1.7 5,264 1.7
Retained earnings 171,134 43.5 155,959 50.9 147,476 48.9
Total shareholders’ equity 198,783 50.5 177,501 57.9 169,018 - 56.0
Total liabilities and
shareholders’ equily $393,500 100.0  $306,564 100.0  $301,728 100.0
See accompanying notes to consolidated financial statements.
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Lowe's Companies, Inc. and Subsidiary Companies

Notes to Consolidated Financial Statements

Fiscal vears ended January 31, 1983, 1982 and 1981

Note 1—Summary of Significant Accounting Policies:

The Company is a specialty retailer of building materials and
related products for home construction and remodeling markets
serving both the professional builder and the do-it-yourself retail
consumer. The accounting policies of Lowe's Companies, Inc.
and subsidiaries are in accordance with generally accepted ac-
counting principles. Below are those policies considered par-
ticularly significant.

PRINCIPLES OF CONSOLIDATION—The consolidated
financial statements include the accounts of the Company and its
subsidiaries, all of which are wholly owned. All material inter-
company accounts and transactions have been eliminated.

SHORT-TERM INVESTMENTS—The Company has a cash
management program which provides for the investment of ex-
cess 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 ac-
counts is based on historical experience coupled with a review
of existing receivables. Installment receivables arising from
consumer sales are sold, without recourse, to outside finance
CoOmpanies.

MERCHANDISE INVENTORY —Inventory is stated at the
lower of cost or market. Cost is determined using the last-in,
first-out (LIFO) method.

PROPERTY AND DEPRECIATION— Property is recorded
at cost. Major additions are capitalized and depreciated;
maintenance and repairs which do not improve or extend the life
of the respective assets are expensed. Upon disposal, cost of
properties and related accumulated depreciation are removed
from the accounts. Gains and losses on retired properties are
reflected in earnings.

The provision for depreciation is based generally on ac-
celerated methods for assets placed in service before January 1,
1981; subsequent additions are depreciated on the straight-line
method (MNote 2).

LEASES—Assels under capital leases are amortized in ac-
cordance 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 con-
solidated financial statements (Note 10).

INCOME TAXES—Income taxes are provided on pre-tax
earnings as reported in the consolidated financial statements.
Deferred income taxes result from timing differences between
pre-tax earnings reported in the consolidated financial statements
and taxable income. Investment tax credits are accounted for as a
reduction of income tax expense in the vear in which the credits
are utilized.

EMPLOYEE BENEFIT PLANS—Since 1957 the Company
has maintained benefit plans for its emplovees as described in
Mote 8. The plans provide for employer contributions only and
are funded annually.

SERVICE CHARGES—Service charges arising from
customer accounts are treated as a reduction of selling, general
and administrative expenses in the consolidated statements of
earnings.

START-UP EXPENSES—Expenses associated with the open-
ing of new stores and service facilities are charged to earnings as
incurred.
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INTEREST COSTS—Beginning in Fiscal 1981, interest cosis
associated with new store construction are capitalized and
charged to earnings over the lives of the related assets. In years
prior to Fiscal 1981, all interest costs were expensed as incurred
(Note 2).

EARNINGS PER SHARE—Earnings per share are calculated
on the weighted average shares of common stock outstanding
each vear. Earnings per share have been retroactively adjusted 1o
reflect the five-for-three stock split described in Note 9.

MNote 2—Accounting Changes:

Before Fiscal 1981, the provision for depreciation was based
on accelerated methods for both financial reporting and income
tax purposes. The Economic Recovery Tax Act of 1981 precludes
this consistency for assets placed in service after December 31,
1980, Therefore, the Company has elected to record depreciation
on a straight-line basis for financial reporting purposes begin-
ning with assets placed in service in Fiscal 1981 inasmuch as the
Company believes the straight-line method more properly
matches depreciation cost with revenue. This change increased
net earnings for the year ended January 31, 1982, by %524
thousand or 2 cents per share.

Effective February 1, 1981, the Company adopted the policy
of capitalizing interest costs related 1o the financing of new store
construction. This accounting change, made in accordance with
Statement of Financial Accounting Standards No. 34, resulted in
the capitalization of interest of 3544 thousand, which increased
net earnings by $276 thousand or 1 cent per share in Fiscal 1981.

Note 3—Merchandise Inventory:

The Company adopted the LIFO method of inventory ac-
counting in Fiscal 1978. If the FIFO method had been used, in-
ventories would have been $25.183 million, $23.556 million and
£22.636 million higher at January 31, 1983, 1982 and 1981,
respectively. Net earnings would have been increased 5825 thou-
sand or 2 cents per share, 5467 thousand or | cent per share,
$£3.394 million or 10 cents per share in Fiscal 1982, 1981 and
1980, respectively.

Note 4—Property and Accumulated Depreciation:

Property is summarized below by major classes with estimated
lives in years as follows: buildings, 20 to 30; store and office
eguipment, 5 to 10; transportation equipment, 3 to 7; and
leasehold improvements, generally over the remaining life of the
lease.

January 31,
1983 1982 1981
{Thousands of dollars)
Cost:

BT, D 19390 516,272 5 14,159
Bulldings. . .0 verversnsssons 81,225 75,938 62,603
Store and office equipment .. ... 32,907 29,145 24,545
Transportation equipment., . ... . 34,839 30,021 25,859
Leaschold improvements, ... ... 19,532 17,185 14,494
TOrab OB, i e e 187,893 168,561 141,660
Accumulated depreciation . . _66:1_3_'{ ST.S[!_E 50,261

Met property (Note 10). . .. ... 5121406 5110673  § 91,3199
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MNote 5—Short-Term Borrowings and Line of Credit: i iy ik S
The Company has a line of credit agreement with a bank which .08 IO et
provides for shori-term unsecured borrowings of up to $30 - SOOI {Thousands of dollars)
m:l llion wuthr in I:tl:r:lst at the Iuw;r of p;lmc or bank transaction i $20,000  $14,000  $15,000
rate, none of which was outstanding at Januvary 31, 1983, 1982 or Average amount outstanding
1981. . = {based on weighted daily average) $423 53468 51,092
The following information relates to aggregate short-term Weighted average interest rate
bank borrowings: (ratio of actual interest expense 1o
average amount outstanding). . . . 14.2% 15.9% 18.9%%
Note 8—Long-Term Debt:
Long-term debt is summarized as follows:
Debi retirement January 31,
Payment Year of
Debi category Interes! rates cycle maturity 1983 1982 1981
{Thousands of dollars)
Secured debt (1):
Insurance CoOmMPpany motes . . ... covunvnrarenroans 8% to 9% quarterly 1993 $25,990 528,343 £30,997
B R MRS oo i e o S 0 TR R S T 7% to prime + 2% quarterly 1994 1,087 2,656 3,001
Industrial revenuebonds. . ........cvinieiniannas 7% to 7.5% annually 1991 1,155 1,275 1,390
Industrial revenue bonds. . .. ..o civiniiririiaannas 64 of prime monthly 1992 5,650 1,760 -0-
OHNEF MOLES. . . oo v s isr e e earenean s annannes E% 1o 10.75%, monthly 2004 104 107 -0-
Unsecured debu:
Insurance company {2} . . c oo vavaenncanrarannnaas 8.250% annually 1992 16,500 18,000 19,500
Bank notes (3} o v viiiaiiiiviviiorssnsasaeiirees 9.25% maturity 1984 10,000 Q- -0-
R WIS . oy v o v i i i i B B annually 1982 -0- 18 35
BT 1T T A R G DR 10.5% to 16.5% maonthly 1994 _ 1,378 121 1,163
Total long-term debt 61,864 53,280 56,086
Less current maturities (4) 5,631 4416 4,157
Long-term debt, excluding current maturities %56,233 548,864 51,929

(1) Real properties pledged as collateral for secured debt had net book values at January 31, 1983, as follows (in millions): Insurance company notes—

$32.1; Bank notes—31.8; Industrial revenue bonds—35.5; and Other notes—3%.2.
{2) The notes covering the insurance company loans place certain requirements as to the financial condition to be maintained, restrict other borrowing, and

limit the payment of dividends, After giving effect to the most restrictive provisions, approximately 541.4 million of consolidated retained earnings is

available for payment of dividends.

(3) Under terms of a revolving credit agreement with a bank, the Company may borrow up to $10 million with interest at the lower of prime or bank trans-
action rate. The $10 million outstanding ar January 31, 1983, was subsequently retired on February 16, 1983, Terms of the insurance company loan agree-
ment restrict maturities of borrowings under this agreement to not more than three years after the date the debt is incurred.

(4) Debt maturities, exclusive of capital leases (see Note 10), for the next five fiscal vears are as follows (in millions): 1983 —%5.463; 1984—515.687 (see (1)

above); 1985—55.753; 1986—%56.014; 1987—55.984.

In February 1983, the Company entered into sale-leaseback arrangements for eight store properties totaling $8.6 million.

Note T—Income Taxes:
The provision for income taxes shown in the consolidated
statements of current and retained earnings consists of the

following:

Current Deferred Total
Fiscal 1982; (Thousands of dollars)
Foderal i e i £16,401 £2,997 519,398
1T 1L 2,558 438 2,996
RO ot oot ainicn oem g e %18,959 $3,435 _!12.394
Fiscal 1981
PEdetll s v o e i v s $12,549 § B09 £13,358
1| e S PR g _ 1,896 113 2,009
L _S14445 S 922 515,367
Fiscal 1980 '
Federal . ..ocvevisavannsonen %15,038 § 220 $15,258
1 O O S S g 2,098 30 2,128
[ 2 v S R R £17,136 § 250 §17,386

Deferred income taxes arise principally because depreciation is
treated differently for financial reporting than for income tax
purposes, The cumulative effect of all timing differences in
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Fiscal 1981 and 1980 is not material and therefore all income
taxes are shown as currently payable in the consolidated balance
sheets for those years.

Actual provisions for income tax expense are different from
amounts computed by applying applicable federal tax rates 1o
pre-tax ecarnings. The reasons for these differences are as
follows:

Year ended Junuary 31,
1983 1982 1981
Amount  Percenl  Amount  Perceml  Amounsi  Percent
Federal tax ar (Thousands of dollars)
statutory rates . ... 521,862 46.0 $15284 460 SI16688 46.0
State income taxes—
net of federal tax
benefit.......... 1,618 3.4 1,085 3.3 1,149 32
Investment tax
credits ... .. .. ... (1,086) (2.3) (993) (3.0) (519 (1.4)
L0017 R - -0- % -0- 68 .
Provision lor
income taxes. . .. $22,394 47.1 815,367 46.3 317,386 47.9




Mote B—Employeses Benafit Plans:

Lowe's Companies Profit-Sharing Plan and Trust held ap-
proximately 11% of the outstanding shares of the Company as of
January 31, 1983, Contributions to this Plan were discontinued
effective December 31, 1977, and accounts of members became
fully vested at that time.

The Board of Directors adopted an Employee Stock Owner-
ship Plan (ESOP) effective January 1, 1978, This plan is a multi-
employer plan, with one trust serving the parent and the
subsidiaries. The amount contributed to the plan is determined
annually by the Board of Directors. The Board authorized a con-

Note 9—Shareholders' Equity:

On January 31, 1983, shareholders voted to increase the
number of authorized shares of common stock to 60 million.
Authorized shares of common stock were 50 million and 20
million at January 31, 1982 and 1981, respectively.

On March 18, 1983, the Board of Directors declared a five-for-
three stock split in the form of a dividend to be distributed to
shareholders of record on April 14, 1983, In Fiscal 1981, a three-
for-two split in the form of a dividend was declared by the Board

tribution of 12.5%, 12% and 15% of eligible compensation for
Fiscal 1982, 1981 and 1980, respectively.

On February 1, 1982, the Company issued 778,018 Lowe's
common shares (after the five-for-three stock split described in
Mote 9) to the ESOP with an aggregate market value of $5.951
million, as part of the Company's Fiscal 1981 contribution. At
January 31, 1983, the ESOP held approximately 15% of the
outstanding stock of the Company and was its largest
shareholder.

of Directors. Accordingly, in the financial statements for each of
the three fiscal years in the period ended January 31, 1983, an
amount egual to the par value of the additional shares to be
issucd has been transferred from Retained Earnings to Common
Stock. Shares and per share amounts have been adjusted to give
retroactive effect to the splits.

Transactions affecting the Shareholders’ Equity section of the
consolidated balance sheets are summarized as follows:

Shares Shareholders® equity
Capital in
Issued and Common excess of Retained Total
ouisianding stock par value earnings equity
(In Thousands) {Thousands of dollars)

Balance January 31, 1980. . .. ... .o iiiiiiiiaai i eas 13,022 % 6,511 5 5,264 £146,165 £157,940
Stocksplit(3-for-2) ... vvvninnnnnrrnranennnnrnnns 6,511 3,256 (3,256) -0-
Stock split (5-for-3) .. .. coiuiiiiiaiatiiiiaiaannnas 13,022 6,511 (6,511) -0-

i [ = 11 - 18,891 18,891
Cashdividerrds. . .. oo viiiirmiissaivesnassnsinnss (7.813) - (T.B13)

Balance January 31, 19B]. . .. .o o iiiinirimrrarnrrnrreas 32,555 16,278 5.264 147,476 169,018
NEL CRIMINES: oo oo s nrasassrasssnnnsninsssasaanass 17,859 17.859
Cashdividends. .o oo ocvinnvasssasosninissssasssns B (9,376) (9.,376)

Balance January 31, 1982, .. ... .o rrrnrrrrrrrnirnnaaes 32,555 16,278 5,264 155,959 177,501
Shares issued to ESOP {after S-for-3split) .. ...oovvnnn. 778 389 5,718 (156) 5,951
INEL BRETIIES o v v vmnim n o bomim o w o m ami 25,131 25,131
Cashdividends. ........cocviciuas R R e e o (9,800 (9, 3009

Balance January 31, 1983, . .. ... i iiiiii i 33,333 516,667 $10,982 £171,134 $198,783

On February 8, 1983, the Company sold 2.917 million shares
of common stock (1.75 million before the adjustment for the
five-for-three stock split described above). The net proceeds,
estimated at $53.7 million, will be added to the general funds of

the Company and will be used principally to finance the cost of
land, buildings and equipment for new and existing stores and to
fund working capital requirements.

Lowe's Companies, Inc.



Note 10—Leases:

Assets under capital leases, included in property in the con-
solidated balance sheets, are as follows:

Junuary 31,
1983 1982 1981
(Thousands of dollars)
Capital Leases:

BOAIEE - st s §1,360  $1,360  §1,360

Store and office equipment .. ... m -{- -
Total capitalized leases. . ... .. 1,731 1,360 1,360

Less accumulated

AMOTHZALION. « o 0w vawess 613 509 441
Met capital lease property. . ... _ SL,18 5 851 8 919

The future minimum rental payments required under capital
and operating leases having initial or remaining noncancelable
lease terms in excess of one year are summarized as follows:

Operating leases
Year ended Real Equip- Capltal
Junuary 31, estate ment leases  Total
{(Thousands of dollars)
BOB4, L iiiiada £1,979 $1.377 $ 321 § 3677
I9BE. v v pias ws 1,647 713 321 2.681
FOBS . covrosarassses 1,277 439 216 1,932
POET i caiviinnis acn 1,071 366 163 1,600
1988, ...onvvnrnnns 704 152 163 1,019
Later years. . ..« ... 2,064 -0- 1,044 3,108
Total minimum lease
payments . .....- 58,742 E $3,047 2,228 $14,017
Less amount
representing
interest ....... B50
Present value of
minimum lease
payments ......- 1,378
Less current
maturities .. ... 168
Present value of
minimum lease
payments, less cur-
rent maturities. . . . $1,210

Rental expenses charged to earnings are as follows:
Year ended January 31,

1983 1982 __I’Eﬂl
Rental Expenses: {Thousands of dollars)
T I R S 52,312 52,182 52,141
EQuipmenl .. cveunrersssrrsans 1,792 = 1,245 1,037
T R e S S«'ifl_ﬂ_dg §3,427 = $3,178

The Company leases three store locations from Lowe’s Com-
panies Profit-Sharing Plan and Trust.
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Mote 11—Commitments, Contingencies and
Litigation:

The Company had purchase commitments as of January 31,
1983, of approximately $1.3 million for land, buildings and con-
struction of store facilities, and $2.5 million for equipment. Let-
ters of credit have been issued for $1.8 million to the Company's
insurance carrier to secure deferred premiums. The Company is
defendant in various lawsuits incurred in the normal course of
business. There is no material litigation pending not covered by
insurance.

MHote 12—0ther Information:

The allowance for doubtful accounts, which is netted with ac-
counts receivable in the consolidated balance sheets, is sum-
marized as follows:

Year ended January 31,
1983 1982 1981
{Thousands of dollars)
Allowance for doubtful accounts:
Beginning balance . .. .......... § 2,800 %3,504 31717

Additions: charged to expenses . . 2,730 1,720 2,529
Deductions: accounts charged off (2,133) (2,424) (2,742)

Endingbalance . ...ocvvvveenn $ 3,397 $ 2,800 § 3,504
Interest expense is comprised of the following:

Year ended January 31,
1983 1982 1981

(Thousands of dollars)
Long-termdebl. ...conovvuavress $4,746 S 485 55270
Short-termdebt. . . ......ccnninn 602 553 225
Amortization of loan costs . ...... 3 19 20
Short-term interest income . ...... (T12) (1,918) (1,312)
Interest capitalized .. .........0s (181) {Mﬂ‘i -{)-

Met interest eXpense. . . ... ocuan 54478 52,966 § 4,203

Advertising expenses were $18.095 million, $14.967 million
and $14.490 million for Fiscal 1982, 1981 and 1980, respectively.
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Supplemental Information on the Effects of Changing Prices

Statement of earnings adjusted for changing prices:

Year Ended
January 31, 1983
Historical Constant
dollars dollars
(Thousands of dollars)
MNet sales $1,034,032 $1,034,032
Cost of Sales 772,986 773,087
Gross profit 261,046 260,945

Expenses:

__ Selling, general and administrative 187,199 187,199
Depreciation 11,178 14,917
ESOP Benefits 10,666 10,666
Interest 4,478 4,478
Total expenses 213,521 217,260
Pre-tax earnings B 47,525 43,685
Income tax provision 22,394 22,394
Net earnings § 2513 5 21,291

Effective income tax rate - 47.1% 51.3%

Other Information:

b3 1,968

Purchasing power gain from holding net monetary liabilities during the year

Five-year comparison of selected supplementary financial data adjusted for effects of changing prices (in
average Fiscal 1982 constant dollars):

Year ended January 31,
1983 1982 1981 1980 1979

Net sales: (Dollars in thousands, except per share data)

Historical dollars $1,034,032 £888,042 § 883,614 § 904,651 § 793,125

Constant dollars $1,034,032 £940,984 $1,027,851 51,194,474 £1 ,lﬁ?,_ﬂ
Met earnings:

Historical dollars § 25,131 £ 17,859 $ 18,891 5 24955

Constant dollars § 21,291 § 9,956 $ 17,521 $ 29,102
Net assets (shareholders® equity)

at year-end:

Historical dollars £ 198,783 £177,501 £ 169,018 § 157,940 -

Constant dollars £ 306,269 $£285,708 § 285,937 § 277.293
Purchasing power gain from holding

net monetary liabilities during

the year 5 1,968 £ 3,974 5 6,212 b 8,600
Earnings per share; 2

Historical dollars £ 75 5 .55 b3 58 g 77

Constant dollars b3 .64 % )| Y 54 b3 .89
Met assets (shareholders' equity)

at year-end per share 2

Historical dollars 5 5.96 5 545 ) 5.19 5 4.85

Constant dollars 5 9.19 § B8.78 5 8.78 5 8.52
Cash dividends declared per common share: @

Historical dollars $ .29 3 .29 5 .24 5 20 0§ 16

Constant dollars 1 .29 b 30 5 .28 5 .26 b 23
Market price per commeon share at year-end: 2

Historical dollars £ 19.27 £ B40 5 T7.95 5 6.80 5 7.75

Constant dollars £ 19.11 §F B.63 5 8.85 5 8.45 5 10.98
Average Consumer Price Index—Urban ) 289.9 274.2 249.1 219.7 196.9

{1} Base period, 1967 = 100

{2) All per share amounts have been retroactively adjusted to reflect a five-for-three stock split effective April 14, 1983.

Explanatory Notes to Supplemental Information

As required by Financial Accounting
Standards Board (FASB) Statement No.
33, “Financial Reporting and Changing
Prices,” the company must provide sup-
plemental information concerning the ef-
fects of changing prices on its financial
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statements. The disclosures are intended to
address two different aspects of an infla-
tionary environment: (1) the effect of a rise
in the general price level on the exchange
value or purchasing power of the dollar
{constant dollar) and (2) the specific price

changes in the individual resources used by
the Company (current cost). Because there
is presently no consensus on which aspect
of inflation (if any) should be reported, the
FASE has devised an experiment requiring
ceriain large, publicly held companies to
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present supplemental information reflect-
ing both types of inflation measurements,
il such measurements produce materially
different results. The Company has deter-
mined that the amounts of net earnings
computed by the constant dollar and cur-
rent cost methods for Fiscal Years 1978
through 1982 are not materially different,
thus disclosure of current cost information
is not considered necessary and is not re-
quired by FASB Statement No., 33,

The Company believes that the following
information is necessary and should be
considered and understood by users of the
financial statements for a proper evalua-
tion of the data presented.

PARTIAL APPLICATION—The sup-
plemental data includes the effect of
general inflation on inventories, properties,
cost of sales, depreciation expense, and net
monelary assels.

MNET EARNINGS—The supplemental
statement of earnings presents earnings us-
ing two methods of measurement. Such
methods are as follows:

1. Historical c¢ost basis—Earnings re-
ported on the historical cost basis of

accounting are the same amounts as

reported in the primary financial
statements.
2. Constant dollar accounting—Earn-

ings reported on the constant dollar
method represent income and expenses
stated in constant dollars adjusted for
general inflation. General inflation
has been measured by the average level
of the Consumer Price Index-Urban
(CPI-U) for the period February 1,
1982, through January 31, 1983,
Under this measurement method,
historical amounts of depreciation ex-
pense have been increased to give ef-
fect to the increase in the CP1-U level
which has occurred since the date
properties were acquired. In addition,
cost of sales, under the LIFO method,
has been increased to reflect prior year
liquidated inventory layers into cur-
rent year constant dollars. Such in-
crease approximated 101,000, Sales
and expenses already reflect approx-
imate average current year constant
dollars and, accordingly, are the same
as amounts reported in historical
financial statements.

INCOME TAXES—Income tax expense
is the same for constant dollar accounting
as that reported in the historical financial
statements. Deduction for additional
depreciation expense resulting from the ef-
fects of infation is not allowable for in-
come lax purposes, consequently, taxes are
provided at rates in the supplemental
statements greater than amounts provided
in the historical statements. During periods
of inflation and increasing prices, taxes
provided in excess of the statutory rates in
effect result in a tax on shareholders®
equity.

PURCHASING POWER GAIN FROM
HOLDING WET MOMNETARY LIABIL-
ITIES DURING THE YEAR— Purchas-
ing power gain results where monetary
liabilities exceed monetary assels, because
the amount of money necessary to pay such
net liabilities is represented by dollars of
diminishing purchasing power. Purchasing
power gain has been computed on average
net monetary liabilities for the vear
multiplied by the change in the CPI-U for
the year. Such gain does not represent earn-
ings nor funds available for dividends.

Management Analysis: Summary of Operations

Results of Operations. From Fiscal 1980 to
Fiscal 1981 the Company experienced only
minimal sales growth, compared Lo its
historical growth rates. This was due to the
highest level of mortgage interest rates and
the lowest level of housing staris since
World War 11, which caused a decline in
the Company’s sales to builder customers.
To compensate for this decline, the Com-
pany intensified its marketing efforts
toward retail customers, causing retail sales
to increase 10%, These trends of decreased
builder sales and increasing retail sales con-
tinued for the first two quarters of Fiscal
1982, Then during the last half of Fiscal
1982, sales began to increase substantially
as interest rates and inflation began to
decline and housing starts began to show
improvement. With retail sales continuing
strong as builder sales began to recover, the
Company completed Fiscal 1982 with a
16%0 sales increase from the previous year.
For further sales analysis see the table en-
titled “*“Merchandise Sales Trends"" on page
19 and the table entitled “*Customer Pur-
chase Trends'’ on page 17.

Gross profit increased from 23.27% of
sales in Fiscal 1980 to 24.82% in Fiscal
1981 and then to 25.25% in Fiscal 1982.
This trend reflects the Company's in-
creased endeavors to improve its margin
rates, particularly on sales to the retail
market. As of January 31, 1983, 137 of the
Company's stores had been converted to a
new retail-oriented format (RSVP), which
is designed to increase retail sales, which
typically carry a higher margin. The
margin increase for Fiscal 1981 also reflects
some LIFO inventory layer adjustments
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caused by deflationary prices in certain
products.

Selling, General and Administrative ex-
pense increased 14% from Fiscal 1980 to
1981, primarily in the areas of salaries,
facility remodeling, and new store expan-
sion. These increases, occurring during a
period of low sales growth, resulted in an
unfavorable percent-lto-sales trend (from
16.33% to 18.56%). However, in Fiscal
1982, Selling, General and Administrative
dollar expenses increased less than did
sales; this leverage caused a decrease to
18.11% of sales.

The decline in ESOP Benefits Expense
for Fiscal 1981 was caused by a reduction
of the annual contribution to the Employee
Stock Ownership Plan from the previous
15% of eligible compensation to 12%. The
Fiscal 1982 charge represents a 12.5% con-
tribution rate on a higher level of salaries.

Depreciation increased slightly from
Fiscal 1980 to 1981 due to the acquisition
of fifteen new stores but net of an account-
ing change (sce Note 2 to the financial
statements). Depreciation increased from
Fiscal 1981 to 1982 due to the acquisition
of six new stores and other equipment.

For analysis of interest changes, see Note
12 to the financial statements.

Liguidity and Capital Resources. Due 1o
the seasonal nature of its business, the
Company has established a yearly pattern
of short-term borrowings during the winter
and spring months, when Inventory and
Receivables increase. This debt is normally
repaid in the summer and fall when sales
and collections are at their peak. Sufficient

lines of credit are maintained to cover this
borrowing. Because of the tight control
maintained over its levels of Receivables
and Inventory, the Company needs these
lines of credit less in a time of slower
economic activity. During Fiscal 1980 and
1981, short-term debt was utilized only
briefly, and excess cash was invested in
short-term instruments, earning interest of
%1.9 million in Fiscal 1981 and 51.3 million
in Fiscal 1980. During Fiscal 1982, the
building of Inventory and Receivables, and
the related short-term borrowing, con-
tinued into the fall.

Mew stores have normally been financed
with 15-year mortgages, but financial
management had postponed long-term bor-
rowing until 1982, awaiting more attractive
interest levels. In that year, the Company
contracted for a sale-leaseback arrange-
ment with a state employees' retirement
fund, involving eight stores, and also
engaged in three Industrial Revenue Bond
financings.

On February 8, 1983, the Company sold
2.917 million shares of common stock
{1.75 million before the adjustment for the
five-for-three stock split described in Note
9y, with gross proceeds of approximately
$54 million. These funds will be used prin-
cipally to finance the cost of land,
buildings and equipment for new and ex-
isting stores and to fund working capital

requirements.,
For discussion of the effects of inflation

on the Company’s financial statements, see
the “*Supplemental Information on the Ef-
fects of Changing Prices'" pages 46 and 47.
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Lowe's Companies, Inc. and Subsidiary Companies

Selected Financial Data

{In thousands, except per share data)

Year ended January 31,
Selected Income Statement Data:
1983 1982 1981 1980 1979
Met sales $1,034,032 $888,042 $883,614 £904,651 $793,125
Cost of sales 772,986 667,610 677,974 693,976 603,794
Gross profit 261,046 220,432 205,640 210,675 189,331
Expenses:
Selling, general and administrative 187,199 164,786 144,312 136,037 121,662
Depreciation 11,178 10,522 10,320 10,064 8,714
ESOP benefits 10,666 8,932 10,528 10,226 7,488
Interest 4,478 2,966 4,203 7,017 5,602
Total expenses 213,521 187,206 169,363 163,344 143,466
Pre-tax earnings 47,525 33,226 36,277 47,331 45,865
Income tax provision:
State 2,996 2,009 2,128 2,629 2,593
Federal 19,398 13,358 15,258 19,747 19,548
Total income taxes 22,394 15,367 17,386 22,376 22,141
___ Net earnings - § 25,131 $ 17,859 $ 18,891 $ 24,955 $ 23,724
Eamjn,_gs per common share* - 5 75 5 .55 5 58 3 77 8§ .1
Shares outstanding® 33,333 32,555 32,555 32,555 32,555
Dividends paid per share* $ 29§ .29 - 24 5 .20 § .16
Investment tax credit recognized 5 1,086 % 993 5 519 5 816 £ 1,165
Selected Balance Sheet Data:
Current assets $ 271,535 £195,370 £209,756 £210,913 $189,228
Current liabilities 134,999 80,199 80,781 85,847 65,238
Working capital $ 136,536 $115,171 £128,975 £125,066 $£123,990
Total assets _ $ 393,500 $306,564 $301,728 £299 899 $269,695
Long-term debt, including current maturities B § 61,864 § 53,280 S 56,086 $ 60,205  § 67,400
&aﬂhn!ders' equity $ 198,783 ] l'?'?iﬂl £169.018 $157,940 $139,496
Selected Quarterly Data: Three months ended
January 31 October 31 July 31 April 30
Fiscal 1982 Met sales $250,069 £277,627 $291,576 £214,760
Gross profit § 64,304 $ 70,892 § 72,895 § 52,955
Met earnings $ 5,365 § 8,040 § 8,513 § 3,213
Earnings per share* 5 16 5 .24 $ .25 3 10
Fiscal 1981 Met sales £173,501 $227,910 £268,560 £218,071
Gross profit % 47,146 £ 57.484 % 65,373 % 50,429
Met earnings $ 3,128 § 4,859 § 7,697 § 2,175
Earnings per share* b 10 5 .15 § .23 b .07
Fiscal 1980 Met sales $205,798 $248,181 $246,805 $182,830
Gross profit § 48,220 $ 57,579 £ 56,857 § 42,984
Met earnings £ 2471 £ 6976 £ 7474 £ 1,970
Earnings per share* s .08 5 21 5 .23 5 .06

*Retroactive effect has been given 1o the five-for-three stock split in the form of a dividend payable to shareholders of record on April 14, 1983 and the
three-for-two stock split in the form of a dividend in Fiscal 1981.
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Sales Analysis

Sales Analysis By Product Group

Fizcal Yearsiv 1982 1981 1980 18978 1978
e T Tolal % Change % ol
4yt Total % of Total % ol Tolal % of Total % of
Category CGR  Sales  From 1961 Total Sales  Totsl Ssles  Total Sales  Tolal  Sales  Totsl
1. Structural Lumbear. ... ... coiiiainiiiiaaas 13% § 177 + 128% 1T1% §157 17.7% 5166 18.8% $150 21.0% 168 21.2%
2. Builiding Commodities and Millwork. . . .. a.0 asT +13.4 s s 355 338 a2 354 391 18 40,0
3. Home Decorating and lllumination. . ., 148 17 +289 11.3 a2 10.3 BE 97 7 BS &7 8.5
4, Kitchens, Bathrooms and Laundries ... ... 13.0 105 + 126 10.2 a3 10.5 87 99 78 BE 65 8.1
5. Heatling, Cooling and Water Systems. ... .. 188 &8 + 108 87 B2 T.0 48 54 41 4.6 a5 a4
6. Home Entertainment ................... 18.3 34 +46.5 33 23 25 19 21 19 21 18 22
7. Recrealion, Yard, Patio, Garden and Farm.. 168 69 +239 6.7 56 6.3 51 5.8 51 5.6 ar 47
B T L T i R e e 20.2 17 + 204 16 14 16 12 1.4 10 1.1 8 1.0
9. Speclal Order Sales(S.08) . ... ... ..... 3 - ] +17.5 B.B B T8 85 ke BT B85 8.4 ki | 29
TOTALS .. ....cccccnnnann 69% 51,034 + 16.4% 100% s888 100% 5884 100%: 5905 100% §ra3 100%
SOURCE: Company Financial Data (1} Fiscal years ending January 31 of following calendar yoar  *To nearesi million. Change percentages calculaled from uhfounded amaounis
Gross Margin, Expense, and Earnings Analysis
Years Ended
% of Total* % of Total" % of Total % of Total* % of Total*
% Change' Jam. 31,1983 % Change' Jan. 31,1982 % Change' Jan. 31,1981 % Change' Jan.31, 1980 % Change’  Jam. 31,1979
HetSales .. ...c.ovcuen + 16% 100.00%: + 1% 100.00% . - M 100.00% +14% 100.00% +20% 100.00%:
Cost of Sales (FIFO). +16 T4.60 -1 75.07 - 2 75.97 +15 75.88 HA 75.06
LIFQ Change. . . . . +77 A8 — 86 A0 -1 T =12 B3 NA 1.07
Cost of Sales (LIFOP +16 7475 -2 75.18 - 2 T6.73 +15 T6.71 + 22 76.13
Gross Margin . . . . + 18 25.25 + 7 24.82 - 2 23.27 +11 23.29 +13 23.87
Expenses:
S GEA. +14 1811 +14 18.56 + 6 16.33 +12 15.04 +23 15.34
Depreciation . . .. ...... + 6B 1.08 + 2 1.18 + 13 117 +15 1.1 +29 1.10
Employes benafits . . . .. +19 1.03 =15 1.0 + 3 1.19 +37 1.13 -3 84
Interest expense’. . . . + 51 43 -9 33 =40 .48 +25 J8 + 26 N
Total expenses, . . . . .. +14 20.65 +11 21.08 + 1 1917 +15 18.06 +19 18.09
Pre-Tax eamings . . . .. +43 460 -8 374 =23 410 + 3 5.23 - 6 5.78
Provision lor income taxes® + 46 217 -12 46,25 - 22 47.93 + 1 47.28 -7 48.27
Net Eamings .. ...... + 41% 2.43% - 5% 2.01% - 24% 2.14% + 5% 2.76% - 4% 2.99%
'Pessod to period change of dodlars to nearest whole percent. *“Interest plus amaortization of loan expanse.
"Percent of iotal sales, rounded fo the nearest hundredih of a parcent Tax rate—taxes as a percent of pra-tax earnings,
Cost of sales, buying, warehousing, and occupancy costs.
Sales Analysis By Customer Group
($000)
Years Ended
Jan. 31, 1983 Jan. 31, 1982 Jan. 31, 1981 Jan. 31, 1980
% Change' Ampunt % Change' Amount % Change' Amount % Change' Amount
Retail Customers . . .......... + 24% § 570,744 + 10% $461,212 + ™% $419,775 + 21% $393179
Professional Customers . . ... .. + 9% 463,288 — B% 426,830 - 0% 463,839 + 0% 511,472
IO . sawsinawiaainin me + 16% $1.034.032 + 1% £688,042 - 2% 5883614 +14% $904 651
'Period to period change of dollars 1o nearest whole percent.
Sales Analysis By Stores: Comparable vs New Stores
(§000)
Years Ended = —
Jan. 31, 1983 Jan. 31, 1982 Jan. 31, 1981 Jan. 31, 1980 Jan. 31,1979
Mumberof Stores0pen . . .......coiiiiniannrnnnes 235 229 214 209+ 189*
TORRISAIS .\ v i vvvivnnr s ce s ns s v e s $1.034,032 §883,042 $883.614 $904,651 $793.125
“%Change Total Sales . .. ....... ..oiveriruiianines +16.4% + 5% -2.3% +14.1% +19,9%
Number of Comparable Stores® . .. .. ... ... .......... 229 214 208" 196* 179~
Sales of ComparableStores . ... ... ... .. ... ..., $1,020,934 $675.876 $871,122 %893, 656 $T77.340
Sales of Comparable Stores Previous Year, . . . . . § BBB0D42 $883.614 $904,651 §793,125 $661,625
% Change Comparable Store Sales. . . . ... ... ......... +15.0% = 9% —3.7% +12.7% +17.5%
Number of Mew SI0fES. ... ... ooiiniii i nnnas 6 15 6 13 20
Soles ol MEW SHNES . . ...\ cvvrnrr e i e $ 13,008 $ 12,166 § 12,492 § 10,995 § 15,785
% Added by New Store Sales . .. . ... ................ + 1.5% +1.4% +1.4% + 1.4% + 2.4%
'Comparable Stores are stores which have been open more than a year.
*Six stores have been closed: in December 1977, December 1978, May 1979, September 1979, January 1980, and June 1980,
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Quarterly Review of Performance

1982 Sales and Eamnings
Daollars in Thousands and % of Total Year

Quarterly Earnings Statement Analysis
(% total sales 1o nearest hundredth.
Income tax is % of pre-lax eamings)

Quarier Ended Duarier Ended
dan 31 Det 31 Jul 3 Apr 30 dpn 31 bet 31 Jul 31 Ape 30
1983 1582 1082 1982 1982 1981 1981 1881
1 Mt saies 100.00%  10000G%  100.00%  100.00% 1 Mal sabes 100.00%  10000%  100.00% 10000
2 Cost of sales 2 Costof sales
(IR TAEEY% 743 TABA%  T4TE% (FIFD) TE2E%  TAS1%  TAB%N  TETE%
3 LIFD charge = .38% 05% 36 S8 3 LIFQ charge = 2.45% 2T % 1.08%
4 Cost of sakts & Cost of sales
LF0y T42E%  T44B%  TSO0O%  TAO4% (LIFDY T2 A T4TEYN TSEE% TOAT
5  Gioss prolit ST 2554% 2500%  24.66% & Gress profit AT 252P%M MM% 2%
Expanses: Expensas
6 5085A 1900%  I7.50%  17.05%  19.06% 5 5G8A I 180F% 1640%  1B%
7 Deprecabon 1.33% 8% 1% 1.16% 7 Oepecaton 1 66% 1.04% 1,00% 1.15%
B Emg banghls 1L15% A% B4ty 1.07% B Emp benshis 0 1.33% 1.15% 1.28%
9 Interest 9 intermst
expense 8% 4% 53% A% expenan 3% 13% 8% B4%
10 Tew F1B6%  198T% 1047 NTE% 10 Total 2369% A 18B6%  21.39%
11 Pretax earnings 3 8E% 557% 5.57% 287% 11 Pre-taa eamings 3.48% 380 5.48% 1.74%
12 Tax provision 44.39%  4B00%  ATETN ATET% 12 Tax provesion A8.20%  A304% ATT0% 26T
13 hed earnings 215% 2.80% 297% 1.50% 13 Mt garmings 1.80% 217 2T 1.00%
Dull'tﬂﬂy Ell'ﬂll'lﬂs Statement Changes
(Change nom Same quarian previous year to nearest lenth %)
(Owarier Ended Duarier Ended Quarier Ended Quarter Exdid
dan 31 Bet Jul 31 Apr 30 Jwn 31 Bt Jul 31 Apr 30 Jdan 31 Bel 31 Jul 31 Apr 30 Jam 31 Bl X1 Jul 31 Apt 30
1583 1982 1982 1082 1982 1981 1981 1w 1081 1980 1580 1980 1980 1978 1978 1979
et sales 4% 21.8% BE% = 15% - 157% - A% 8 19.3% TEN = 3% - TE%W - 30% 5E% 15.8% 17.2% 13.0%
Cost of Laes
{FIFD) 43.0% 21.6% X% = 29% - 164% —101% 0% 10.4% T — 35% - 7T5% = 2'% 1.2% 17.0% 17.5% 14.3%
UFfchage = THO% —5E6% —520% —468%  -J082% -BSE% B.T% 66.9% 5% —118% -—-HF% - 1% = 5% =10.4% 18T% - 146%
Cost of sakes
(LIFD) AT.0% 21.9% TE% = 35% — 198% —10.6% T.0% 19.9% 7% — 35% - TA% = 7% 10.4% 16.5% 17.6% 13.9%
{Grogs pro 36.4% 23.3% 1.5% 20% - 2% = % 15.0% 17.53% BA% = 40% - BO% - 5% A% 13.5% 16.1% 01%
Expensay:
5684 26.1% 132% 12.9% 30% 54 14.4% 20 3% 20.7% 176% 26% 1% 5.7% 5.5% 9.0% 15.0% 17.5%
Deprecistion 15.6% UM% = 4F - 8% L% = 8% 122% - 38% 0% - % 1.1% 3.0% 1.6% 18.1% 19.2% 20.3%
Emp besmtd HM - 05% =1 =178% —1p0.0% 3.0% 19.71% 181% 13.5% FL- T T 38.4% 33.8% 40.5% 33.8%
. exp TEA%  MAIE%  1054%  -3T7% - J04%  -650% —3B5% 2% = Sh0% —d6E%  —3RT% -26T% A% 3% ABM 2B%
Total 33.0% 13.5% 1.8% M = 5% 11.0% 19.04% 18.3% 13.9% B = 10% 1.7 B6% 11.4% 18.4% 19.9%
Pre-tax
BAMINGS 56.5% TH 4% 104% 62 4% 25%  -311% 1.0% BE% - 238% —163% =188% -50.3% - 1.8% 19.4% 0% —21%
ncome lax
ovision G5 04.0% 10.3% B2.% MY —425% = L% 1.8% 215% —158% =15.0% =51.4% 1.B% 14.9% Ta% =302%
Nt
BAITINGS T1.5% 65.5% 10.6% 47 26.6% —30.3% 30% 104% = 257% —17.0% —107% —404% - 20.2% 24.0% 146% =180%
Lowe's Store Sales Profile
{Dollars in thousands, rounded tolals)
Fiscal 1978 Fiscal 1979 Fiscal 1980
Par Slore % % of Par Store % % ol Par Store % % ol
Calegory Stores Sales Average Change' Total® Stores Sales Aversge Change’ Total® Stomns Sales Average  Change' Total
1=t Qitr.
cs 158 $155272 $ 9827 - 1% 3% 181 5177 540 £ oBElA NC B4% 187 175,042 § ABAS - 9% 5%
M5 FL 12,068 5028 + 12% % 19 11,450 BO2ZE 4 20% 6% 15 7,788 5182 - 14% 4%
Tatals 182 $167,340 § 95 - 2% 100% 200 $166,080 $ 9485 + 3% 100% nz 5182830 $ BE24 - 9% 100%
2ned CHr.
cs 174 $220528 512674 & 4% o97% 183 $250875  $1,3708 &+ B% 4% 199 $236822 51,1800 = 13% 98%
NS 11 7,309 BBAS & 141% 3% 18 16,211 8532 +28% % 13 9,983 TErE = 10% 4%
Taolals 185 $227 837 51218 + 13% 100% 202 $267.086 513222 &+ % 100% 212 246,805 519642 - 12% 100%
aatr.
c5 178 $216,704 $1.2106 + 9% 97 % 186 5243713 $1.3072 + &% B4% 202 $230,774 $1,1870 - 9% 7%
NS 10 5,714 5714 + 28% 3% 8 14,435 B01S 4 40% 8% 11 8,407 TE42 - 5% %
Tatals 1688 $222.418 $1,1788 + 17% 100% 204 257,568 1,226 + T% 100% 213 248781 $1,1852 - 8% 100%:
4th Qtr.
cs5 178 S168,275 $ D06 + A% 6% 1596 $186,287 5 8504 + 1% 96% 08 $201,485 $ DBAT + 2% 8%
NS 20 T.155 3578 + 4% 4% 13 4821 3/ES - 1% 2% L 4313 a8 +102% 2%
Totals 159 175,530 $ BE21 + 13% 100% 208 $180,908 5 5134 4+ 4% 100% 214 205,798 $ #W1T o+ 5% 100%

Fiscal years end on January 31 of the following year.
CS = Comparable Stores; NS = Naw Stones
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Per Store Average change 1o naarast whole percenl.

'Portion of Total Sales, to neanest whole percent.
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wirter Ended Dusrien Ended Duarier Ended
Jan 31 et 31 Jul 31 Apr 30 Jan 31 Bt Jul 31 At 30 dmn 31 el Jul 31 Apria
198 1988 1980 1080 1980 191 W7 1979 R 1978 1978 1978
1 Net sales 100.00% 10000% 100.00%  100.00% 1 Wet saies 100.00%  100.00%  100.00%  100.00% 1 et sales 100.00% 100.00% 100.00% 100.00%
2 Cost of sabes 2 Costol sales 2 Costof sales
[FIFC) TEEBY  TEOB%  TEAT%  TRTE% (FIFD) TE24%  T593%  TEOE%  TS.2F% {FIFDY TASTS  TSAT%  TSEE% A%
3 LIFQ charge B T2% A% TT% 3 UFQ chage 55% J0% 1.06% A% 3 LIFO charge 1.07% 1.07% 1.07% 1.07%
4 Costol sales 4 Dostod sales 4 Cost of sabes
(LIFD) TEETS  TEBD%  TESE%  TEAF (LIFDY TETE%  TETI%  TT.O4%  THOI% [LFO) T5E4%  TE24%  TEOIM  THE0%
5 (Gross peofit 34T NN% D% 2351% 5 Grosspe 23N%  2I2F% Z2BE% 239 5  Geoss prost T4E%  ZATE%  23OT%.  24.60%
Expenses: Expenses: [Experces:
6 SGA&A 18.23%  1519%  1458% 1810% B SG&A 16.70%  14.268%  1347T%  16.81% B 5.GA&A 17.21% 1516% 1363%  15.94%
T Degeaciation 1.34% 1.00% 1.00% 1.48% T Depreciation 1.37% % 0% 1.3%% T Depeociation 1.46% B 0% 1.47%
8 Emp benefils 1.28% 1Y 1.05% 1.30% & Emp. benalils 1.21% 1L13% 1.00% 1.25% & Emp benehits 254 AT% B 1.05%
§ interest O Intenest 9 interest
L A% 5% 5% Ta% BEpefiie B0% 53% T5% % expenss A% 5E% B1% BE%
10 Total 1.22% 1.7% 1T14% .56% 10 Tota H0.08% 16.98% 16.04%  20018% 10 Total 20.50% 17.65% 15 98% 19.08%
11 Pre-tax earnings 2% 5.48% 5.90% 1.95% 11 Pre-ta gannings 1% 6.30% 6.7 8% 3T0% 11 Pre-lax sarnings 186% B11% T.0%% 5.58%
12 Tax provision A569%  4BT0% 4B TOM S4.BE% 12 Tax provision A430%  4B0T%  4BAB% 4587 12 Tax provision IBA1%  4098%  40.M1%  S0.28%
13 Ret eamings 1.20% 281% 303% 1.08% 13 Wat garangs 1.74% 3.2T% A40% 2.06% 13 el earnings 231% 3.06% 3.56% 2.7%
Lowe's Product Sales Profile Lowe's Customer Sales Profile
(Dollars in thousands, roundad totals) (Daliars in ihousands, rounded fotals)
Fiscal 1878 Flacal 1980 Flacad 1881 Flucal 1982 Fiacal 1679 Flacs 1180 Fiscal 1981 Flacal 112
% of % ol % ol * % ol %ol T % ol % % ol
Calegary Ssles  Tolsl  Salea  Tolsl  Ssles  Tolsl  Sales  Chang Tolsl Cabegary Sales  Tolsl Sales  Tolsl  Sales  Toisl  Sales Changs' Tolal
18t Otr. i Or,
A& $12T 43 BT%  S118.483  BSW  BMZSNS 85%  $100.0 - % (1L B § TRAR]  42% S ATE04  aB% BN01A58 48% BNATOM +10% 4%
L] 61,867 % BT W% TAESE 28N B AGT +11% W% PC oS 5% BEM  82% METE A% 97,058 =1T%  45%
Totals SIER000  100% SIAZA3D  100%  EIA0TT  100%  EINATEO - X% W% Totsis SIED000  100% $IAZEN  100% 218071 100%  $214,760 - 1% 0%
nd Otr, 2nd Gt
A BITRTI ETR BISTAME  BA%  S1644N  81% ST . 8% 6% RC STIZ865  42% SIMON SN SITNE 8% $1670m +2I% 5%
B 58,352 % B9, 287 3% 104,131 F% 114257 + 1% W% PC 184 430 5% LHa T TR 131 442 % 124,585 - 8% A%
Totsls SMTO0BE 100% E24BB08 100%  BZBASE0 100% SMHNSTE o+ 9%  00% Tolals 267,088 100% BMBB0S 100% EMA580 100% 5290578 - BN W00
ed Gr, 3o Ot
A BTEAIE  BA%  $ITO280 A% BNAAZYT B3 BATDUSST & 18% 8% [ 5 S1EH43 A% S1M4T0M 8% BIZSEAET  55%  S15T.POM +M% 5%
2] B9850 3w TTAES 3% BIATI TN 0TOT0 % W% PC 140625 55% 133ATT A4t 10REIY 8% 119,838 1% %
Totals 247888 100%  S4E8T  T00%  SXITON0  W0O% S2TEET 32w MO% Totsls B25T568  100%  S2B0BY  100%  S2ITHI0 100%  S2TT.E2T 2% W00%
Wb O, Ath Qe
A 125,170 88%  SEI0ME5  B3% 5 BSIT 5% S152489 4B0% B1% RC S BSDN  45% B 2OSE  AS% B UTOSY SEN 51T +1%  Si%
-] BT % b R T dan 07 580 +25% % PC 105808  55% MA762 8% TR0 Ad% 121,83 +50% &A%
Tolsls S$I90808 100% 205758  100% BITASDT  100% E250080 0 +dd% 100% Tolsks B190.908 100% S204.798  100% S1TASHM 100% 4250089 A% 00%
"A" denabes sales of lumber, bullding materials and hasdwars. PG dencbes Lowe's prof | Qustoms {chargs) sales Fiscal yaars and on Jansary 31 of fallowing yeer.
“B" denabes all athes sales. “ACT demotes Lows's relall cusbormaer (cakh) sales. “Parcant changs Inom sEme Guarier previaus yeasar, 1o nearest whols percant.
Fiscal 1981 Fiscal 1982
Per Store % % ol Per Stome % % ol
Calegory  Stores Sales Avarage ' Total® Stores Bales Aversge Change' Total'
181 Chir,
cs 21 $215.243 $1.0201  +15% 209% 218 204010 5 9450 - T% 5%
NS* 5 282 5658 + 9% 1% 15 10,850 710.0 6% 5%
Totals 216 $218,0M S10086 4+17T% 100%. zn 5214780 % 9NT - A% 100%
2nd Ofr,
cs 212 24824 512482 4 5% 9% nr 275,744 $1.270.7 2% 5%
NS 5 3,936 TET2Z o+ 3% 1% 16 15,832 B80S 2% 5%
Totals 27 S2GEEE0  $31.237TH 4+ B% 100% 233 $291.5T8  $1.251.4 1% 100%
30,
cs 213 223448 51,0490 -12% 8% 220 265,300  §1,2050 15% BE%
NS 7 4,484 BT -1T% 2% 13 12,327 B48.2 49% 4%
Tolals 220 22780 510080 9 -11% 100% 233 277,827 £1,1915 15% 100%
4th Qtr.
cs 214 $167601 § THAE - 10% 7% 29 245088  $1.0T06 7% B8 %
NS 15 5,810 3873 4% 3% L] 4,803 B17.2 1M11% 2%
Totals 220 173,50 § TATE  -11% 100% 235 $250,068  §1,084.1 149% 100%
Comparable Stores, alores which have been open for one year or more after tha quarter in which they were opaned.
‘Hew Slores, stores which have been open less than one yoear,
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Company changed its inventory accounting mathod for Fiscal 1978 and
subsequenl years to the LIFO (last-in, first-out) method, from the FIFO
(first-in, first-out) method used for tha prior years shown in this review,
On January 16, 1981, the Internal Revenue Service amendad its linancial
statemants conlormily requirements for the LIFO metbod of inventory
accounting. These amendmants provide thal “supplemental or ex-
planatory linancial disclosure' using another inventory method can ba
given. As supplemental disclosure, the ligures in lines 6, 7, 8,9, 11, 13,
14, 16, 17, 18, 19, 20, 21, 22, 23, 26, 30, 31, 33, 38, 37, 38, and 39 for Fiscal
1978 through Fiscal 1981 are shown above using the FIFO method of in-
vantory accounting.

Compound Growlh Rates are for 20.5 years and 10.5 years due 1o the
change of afficial year-end from July 31 to January 31,

Cash Flow is defined as the total of net samings plus depraciation and
delerrad income laxis.

Number of shares has been adjusted to refiect stock split-ups and siock
dividends.

{8}

i
{8)

o
nn

20.5Year 10.5-Year
Compound Compound
Growth Growth
Rates Rates
1962-1982(2) 1972-1982(2) 1982 1981 (1) 1880 (1) 1978 (1)
Stores and People
1 Mumberof S1Ores. ... ....oniinnniranrrnnnnas 13.4% 10.0% 235 229 214 209
2 Numberof Employees. . ... .ocvvuvvrcssinnanas 13.9% 9.9% 7,080 6,003 5,950 5,804
3 Customers Served (Thousands). . .............. 16.1% 14.0% 15,075 11,973 11,376 11,024
4 Average Customer Purchase .. .. ......ooo0inas 5 68.59 5 T47 5 71767 § B202
Comparative Income Statement (Thousands)
5 Total Balas . . s s i s e A 18.3% 15.2% 51,034,032 £888,042 3883614 $904,651
] Pre-Tax Eamings ... ..covvvrvcnansinnranrrnns 16.8% 10.0% 5 4851 % 34146 § 42,964 $ 54815
7 TaxezonINCOMB .. ...coviennnrranrinnsrans 16.4% 9.4% § 23195 $ 15820 § 20679 § 26,043
8 NOLEBmINGS . ...cvvveniriinsiiininnisinnss 17.1% 10.5% § 25856 $ 18,326 § 22285 $ 28772
9 CABR FIOWET) vvce v v s e sbn st wn b e as s 19.0% 12.8% § 40819 $ 28848 § 32605 § 38,836
10 Cash Dividends Paid .. _..............oooiiaan 16.9% 24.9% § 9,800 $ 9,376 § 7813 5 651
1 Earnings, Minus Dividends, Reinvested ......... 17.3% 6.7% $ 16,156 § 8950 § 14472 $ 22261
Dollars Per Share (Nearest Cent) (4) (5)
12 B L e A R AT AT 17.7% 14.6% § o2 § 2728 5 274 § 2770
13 21T T S R S 17.2% 8.9% 5 78 5 56 5 BB 3 B8
14 CRER FIOWIB)Y + . v ovessnnvens mn s sdenas snwen 18.1% 12.3% 5 1.22 5 89 $ 1.00 § 118
15 CashDividends ...........ociviimervnrnnacnss 17.9% 24.1% -1 .29 5 29 5 24 5 20
16 Earnings Retained and Reinvested . ............ 16.8% 6.0% 5 .48 3 27 3 A4 5 B8
17 Sharaholders' Equity. . ... ... oo ivrvirinnnnss 18.7% 16.8% 1 6.34 $ 582 $ 554 $§ 510
Strategic Profit Modal*
18 Assel Turnover (Sales per Asset Dollar) ......... -1 313 5 274 ¥ 280 § 326
19 Return on Sales (Earnings as % of Sales). .. .. ... ®* 251% = 2.06% ®x 252% *» 3.18%
20 Returmon ASSElS . . ....voveessmmennrrnrrnrins = 7.86% = 5.64% = 7.06% =10.38%
21 Leverage Factor (Asset Dollars per Equity Dollar) . x 1.74 = 1,80 X 190 *x 193
22 Return on Shareholders’ Equity . ............... =13.68% = 10.16% =13.41% =20.03%
Comparative Balance Sheet (Thousands)
23 Current AssetTotals . .....ooiciiiiiiniiinnn, 17.1% 14.7% $ 206,718 $218,926 §232392 $226,862
24 Cash and Short-Term Investments. . ............ 13.3% 11.9% $ 2534 $ 32,070 $ 15567 § 22,859
25 Accounts Receivable—Net . R 15.7 % 10.1% $ 75388 $ 48107 5 68172 § 66,442
28 Inventories (Lower of Cost or Maﬂmt‘p ........... 18.6% 17.8% $ 192,718 $137,085 5147740 $134.461
27 Other Current Assets ........ e 18.0% 22.4% §  a3xM § 1,664 $§ o3 § 300
28 Fixed ASSBES . ......covvnvnvencnrancrrannnns 25.0% 19.1% $ 121,406 $110,673 $ 01,390 § B8&695
29 Othar ASSalE . ... uiiiaiiasansuadmnsnnariog 7.2% 27.1% $ 559 $ 51 $§ 573 5§
30 T L T e s 168.4% 15.8% $ 418,683 $330,120 $324,364 $315,840
3| Current LiabilitiesTotals ...............cc00.. 17.2% 13.2% F 147541 § 91,939 § 92,088 § 93,842
a2 Accounts Payable . ........ccuvinrnniinninais 18.1% 12.0% % 90,580 $ 47,859 $ 52.003 % 45567
a3 IncomeTax Payable, ... ........covvvnnnrann, 16.0% 12.8% § 1802 $ 14538 % 10,592 % 22,000
34 Other Current Liabilities. . .........cooouuann. 22.7% 17.1% $ 38949 § 20,442 § 29473 $ 26275
35 Long-TemDebt. ....covcivsirrrsseranrernnes 18.7% 17.9% $ 56233 § 48,864 $ 51920 $ 58112
36 Total Liabilities ..........ccccoviiinriiannnnn 17.6% 14.5% $ 207259 $140,803 $143,097 $140,954
ar Shareholders’ Equity. ..........ooooiiiiinoan. 19.3% 17.4% $ 211,424 $189,317 180,367 $165,895
a8 Ratio: Equily Long-Term Debtl . e are a.87 3.47 2.96
39 Year-End Leverage Factor: Amls - Equul[.r ..... 198 1.74 1.80 1.90
Sharsholders and Shares
40 Shareholders of Record, Year-End. .. ........... 5,144 5,415 4,620 5,147
41 Shares Outstanding, Year-End (Thousands) {4) (5) . 33,333 32,555 32,555 32,555
42 Stock Price Range DuringYear . .........c000ee
High {Adjusted for stock splits) (11). ... .. ... $ 2235 $§ 1136 $§ 595 $ 830
Low (Adjusted for stock splits) (11} .. ....... $ 765 § 630 § 535 $ 680
High (Historic unadjusted) . . .............. 3 T 5 2838 (100 5 2470y - 20%
Low (Historic unadjusted). . ............... 5 12% 5 10ve (100 5 13% $ 17
Explanatory Motes
(1) As detailed in the Notes 1o Consolidated Financial Staterments, the {8) Variation in the outstanding shares is the result of a Treasury Stock pur-

chasa in 1963, subsequent employee stock option transactions, and a
stock ssuance to the Employes Stock Ownership Plan (Mole B ol the
Consolidated Financial Statements) of 778,018 common shares on
February 1, 1882. As of January 31, 1983, no additional shares had beon
sold or issued for acquisitions.

Lowe's shares were adjusted for a stock dividend of 100%, (which had
the net alfect of a 2-for-1 stock split-up, and was affective April 5, 1966.)
A 2-tor-1 stock split-up, eflective Movember 18, 1868,

A stock dividend of 50%, (which had the net ellect ol a 3-for-2 stock
split-up, and was eflective November 30, 1971; a stock dividend of
33 % (which had the net effect of a 4-for-3 stock split-up, and was af-
fective July 25, 1972.)

A slock dividend of 50% (which had the net effect of a 3-for-2 stock
split-up, and was affective June 2, 1976.)

A 3-tor-2 stock split-up, effective November 2, 1981,

Adjusted for 5-for3 stock sphit-up April 29, 1883,

Lowe's Companies, Inc.




Fiscal Years Ended July 31

10-Year
Compound

Base Growth Base

Year Rates Yoar

1878 (1) 1977 1976 1875 1874 1873 1873 1872 18621872 1962
199 180 154 141 125 105 100 B 16.9% 18 1
5,809 5123 4,200 3,600 2,900 3,200 3,296 2,630 18.3% 491 2
10,013 8,817 7611 6,324 5349 5,201 4,717 3,820 18.4% 704 3
§ 7320 5 7504 § 6825 5 61.40 $ B4TS5 § 6845 $ 6929 $ B61.40 § 4652 4
$793.125 661,625 $519,395 £388,254 $346,343 $355,999 $326,846 $234,556 21.8% § 32,7186 5§
$ 54311 § 48554 $ 38,430 § 24 483 $ 26,255 § 26,000 $ 25393 $ 18,143 24.3% § 2054 ]
§ 26,469 $ 23881 $ 19133 $ 12,057 $ 13163 $ 1343 $ 12,665 $ 9022 24.2% $ 1,034 T
$ 27,862 $ 24,693 $ 19,297 § 12426 $ 13,002 § 13,508 $ 12,728 5 812 24.5% 5 1,020 ]
& 38,576 $ 31437 £ 24,851 $ 17,020 § 16,835 $ 16,640 § 15518 § 11,416 25.9% $ 1,145 -]
§ 5200 § 3907 £ 1,706 £ 1,215 $ 1,008 5 1020 £ 1.7 -1 945 8.9% 5 402 10
§ 22653 % 20,786 $ 1750 5 1211 3 11,0904 $ 12488 5 1, $ 8174 29.5% $ 618 11
§ 2436 £ 2032 $ 1595 5 1193 5 1073 5 1.8 $ 1027 § T40 21.1% $ 108 12
5 BE 5 (] 5 59 E 38 5 A -1 A2 5 AD 5 .29 255% ] 03 13
5 112 s a7 5 716 5 52 5 52 5 52 $ 49 5 36 24.6% 5 04 14
§ 6 5 A2 1 05 $ 04 s 03 5 03 3 o3 5 03 11.6% 3 o 15
-1 0 $ B4 5 54 5 34 5 39 $ a7 5 .38 3 26 29.2% 5 02 16
£ a4 5 ars $ 312 $§ 258 $ 224 5 1A § 1683 5 1.4 206% 5 19 17
$ 3128 $§ 31w $ 313 5§ 280 5 278 $ 398 $ 365 $ 340 § 276 18
x 351% ®x AT3% ®x 3.72% x 3.20% ® A78% x 3.79% w® 389% * 3.89% ®x 3.12% 19
=11.49% =12.64% =11.64% = 9.28% =1015% = 15.08% =14.22% =13.20% = B.B2% 20
x 168 » 1.92 % 198 x 185 ®x 218 ® 203 x 228 x 226 w 2.34 bl
=22 81% =24.27% =23.05% =17.17T% =22.70% = 30.61% =32.42% =2081% =20.23% 22
5196817 $176,640 $139,505 $117,383 5 B9136 $ Ba.517 § 96,391 $ 70110 19.6% $ 11,702 23
$ 9,362 5 10,947 5 735 $ 1968 § 3780 -1 967 $ 7850 $ 7802 14.8% 5 1956 24
$ 66836 $ 61,468 35 45876 § 35467 § 23,779 § 28,564 § 37603 $ 27440 22.0% $ 3,789 25
£119,714 $102.918 $ 91,976 $ 79,159 $ 60623 § 59,571 § 50,630 $ 34475 19.4% § 5,868 28
$ 1782 $ 1,307 E 918 -1 780 5 955 5 415 5 200 5 393 13.7% 5 109 27
$ B0,096 § 64,432 § 55,386 § 48,006 $ 44 818 § 34933 $ 20,238 $ 19,330 31.4% $ 1281 28
$§ M $ 453 5 414 $ 420 $ 148 5 BE $ B85 5 45 (10.9)% $ 134 2
$277.284 $241525 $195,304 $165,809 $134,11 $124 536 $125.714 § Bo.485 21.2% $ 13,097 30
§ 68,688 § 68,076 § 50,863 $ 49,338 $ 29,108 § 34332 $ 55604 § 40217 21.68% § 5,606 3
§ 44833 $ 38948 § 23,856 § 30810 § 18,834 § 18,966 $ 36,101 § 27684 206% § 4255 a2
$ 238 $ 8753 $ 4875 § 385 5 3981 § 3522 £ 5073 $ 5,088 19.5% § B55 33
$ 1527 § 20,375 § 22132 $ 14677 $ 6313 5 11,844 $ 14,520 5 7447 28.9% 5 321 34
% 64,961 5 51,912 § 42,880 $ 32588 § 32,687 § 32541 $ 18,238 $ 10,014 19.5% $ 1,680 a5
$133,650 $119,388 $ 93,743 5 81,926 $ 61,775 $ 66,873 $ 73,932 $ 50,231 21.1% $ 7435 38
$143,834 $122,137 £101,562 $ B3.883 § 72,326 § 57663 $ 51,782 § 30,254 21.4% $ 5862 a7
2n 238 237 2.57 21 1.77 284 392 337 38
1.93 1.98 192 1.8 1.85 216 243 228 231 29
4,750 4,888 4,110 3,686 3,335 ane 3,704 3,038 2,047 40
32,555 32,555 32,555 32,555 32,263 31,855 31,828 31,708 30,000 :;

$ 10N $F 1. $ 1375 § 1375 $ 1415 $ 17.88 § 1922 $ 1792 5 66

$ 690 £ B0 £ 9m 5 .74 § 534 5 100 $ 1248 5 B4 $ a5

3 263 s 21 5 519 § 51w - 53 5 67 5 72 5 B9 va(B) L3 197
5 174 5 20 -1 26%:18)| § 29 5 20 3 ITve 1 46% 5 492 (B) 5 10%
*Strateghe Profit Model

Line 22, Aeturn on Shameholders’ Equity, may be derived by dividing Met
Earnings by Shareholders’ Equily. Bul this approach provides no understand-
ing of why and how this return was attained. It is betier 1o “take it from the
lop™ and think through each major variable, lo faciitate understanding of
thedr interrelationships.

Aszsal Tumover is atfected by sales voluma, by the cash-charge sakes mix
and by the composition and performance of left-side balance sheel factors,
The amounts of assets allocated fo inventory, accounts receivable, and fixed
assals, and the tumover rates of invenlory and receivables, all affect Asset
Tumnaver. For avery $1.00 in assata al the baginning of Fiscal 1982, Lowa's
achlgved $3.13 in sales.

Raturn on Sales s the measuromont of ithe aificioncy of the sales organiza-
tiom. It Is affected by sales wolume, customer and product mix, and incomas
statement laciors—margin rates, fixed and variable expensas, and tax rates.

Fiscal 1982°s ralum on sales was 2.51%, This multiplied by Asset Tumowver,
gives Return on Assels of 7.86%. This is the same as dividing Net Eamnings
by Beginning Asseis, although totals vary dua to rounding.

Leverage introduces “‘right-side” balance sheet faclors, and measures
equity dollars versus tolal asset dollars. For every $1.00 of Shareholders’
Equity at the beginning of 1882, Lowa's had 5.74 in Liabilities, thus linancing
$1.74 in Assals. This $1.74 leverage factor limes the 7.86% Ratum on Assets
gives Ratum on beginning Shareholders’ Equity of 13.68%. Tolals vary due
to rounding.
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5. Are you currently a Lowe's share- __Security Analyst Investment

ZZ0r- |l Tw holder? Club
2000 2zl iéc _ yse NG —Financial Advisor ___ Financial
% = L‘D = zf o w Media
0s9 g < % - 6. As a present or potential shareholder in —_Employee Financial
w =X o EFl < what is or would be your primary reason - Institution
o= o ® T m for holding or buying Lowe’s stock. Individual —Supplier
Se2z = =N Investor
o g T E g W __Long-term profit on original invest- __Stockbroker —Other
a3 = == ment or for capital appreciation. (Specify
2 z z __Dividend Income 1 below)
5] m z 0 __Both Capital Appreciation and —Trade Media
w m Dividend Income
> = o __Other (Please state) 10. Are you a male or a female ?
= - - n
£ @ =< 11. In what age group would you be
isted?
_E 7. Do you agree that the growth rate of listed?
zZ = dividends is the most important dividend Under 25 45.54
b L - " — —
E > criterion’? 2534 5554
b 3544 ____ 65 years
e —tes, —No and older

Will you state why you indicated one or ; : j
the other? A . 12. Please check the line which most close-

ly describes your present occupation.

Professional/Executive

8. How did you first become aware of —Skilled trade or factory worker
Lowe's? Manager/Supervisor
___Secretarial/Clerical
Through my stockbroker —Accounting/Finance
__Through a Lowe's employee or store Retired =t S
Through a Lowe's shareholder Other
__By reading previous Annual Reports
—Newspaper or Magazine article 13. This space is provided for your com-
ey —Investment publication ments or questions. We will answer to the
—_— ___This is my first exposure to Lowe's best of our ability.
— _Other
If your answer is your stockbroker, may
we have his or her name so we can send
new information on Lowe’s?
= Name : C '
zZ _zZ - Thanks again for reading the '82 Annual
a5 2 @o Eg:jnrpaﬂ}' = Report and especially for answering these
o422 ©s5 questions. Be sure to include your name
SETE and mailing address if you have further
o o2 . ) questions.
] 9. From which of the following groups

does your primary interest in Lowe’s stem? Thank you!



Lowe’s

17th Annual
Shareholder
Survey

Dear Investor:

Thanks for reading the Lowe’s 1982 An-
nual Report. Please take a few minutes to
tell us what you thought of it by com-
pleting the following questions? Your opin-
ions are important to us and help us to
continue to improve our ability to serve
you,

When you've completed the survey,
detach it, fold it and seal with the handy
adhesive at the left and drop in the
mailbox. Postage is prepaid.

1. When reading Annual Reports, different
people have different information needs.
Check all the sections of this report you
read by marking the line next to those sec-
tions.

| read:

All of the report

Letter to Shareholders

__ Performance Review
Departmental Articles

Essay on Retailing

__ Shareholder Census & Survey
Financial Report

__ 21-Year Financial Review
Other (Please Specify)

2. Mext, we'd like you to rate the quality
of the Annual Report sections you read.
When making your judgments please con-
sider the overall quality, understandability,
and readability of the sections you read.

Simply circle the number which most close-
ly represents your feeling about the sec-
tions you read.

Unacceptably
Poor Ouistanding
Allofthereport 12345678910
Letter to
Shareholders 12345678910
Performance

Review 12345678910
Departmental

Articles 12345678910
Essay on Retailing 1234567 89 10
Shareholder Census

& Survey 12345678910
Financial Report 12345678910
21-Year Financial

Review 12345678910
Other _ 12345678910

3. When preparing the Annual Report, we
try to include as much useful information
as possible to communicate where Lowe’s
has been, where we are and where we are
going. Please take a moment and consider
the various sections of the Report and in-
dicate the usefulness of that section below
by circling the number next to the section
which most closely represents that section’s
usefulness to your understanding Lowe’s.

Completely Essential
Useless Information
All of the report 12345678910

Letter to
Shareholders 12345678910
Performance

Review 12345678910
Departmental

Articles 12345678910
EssayonRetailing 12345678910
Shareholder Census

& Survey 12345678910
Financial Report 12345678910
21-Year Financial

Review 12345678910
Other 12345678910

12345678910
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4. Summing It Up

In general and all things considered, please
rate the overall Lowe's 1982 Annual
Report by circling the number below which
best describes your overall impression.

Unacceptably
Poor Outstanding
Overall, I feel the
1982 Annual Report

is 12345678910

Now we'd like to ask a few questions
about you. This information will be in-
valuable as we begin to analyze the answers
you have given us to the previous questions
and will allow us to more effectively re-
spond to your information needs.

{over)
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