
S. S. KRESGE COMPANY 

EARNINGS STATEMENT 

For thirty-nine weeks ended October 27, 1976 



December 10, 1976 

To the Shareholders: 

Kresge sales for the 13 weeks ended October 27, 1976 were $2,029,349,000, a 24.2% 
increase from the $1,634,047,000 reported for the third period of 1975. Sales for the first 
39 weeks of the year were $5,699,152,000, up 22.9% over 1975. 

Net income for the third quarter increased 39.9% to $55,492,000 or 4j£ per share, 
up 12c from 33c reported for the same period of 1975. Net income for the 39 weeks 
ended October 27, 1976 increased 56.0% to $156,430,000 or $1.27 per share from 
$100,274,000, or 83c reported for the comparable period of 1975. 

During the third quarter, the Canadian dollar strengthened relative to the United 
States dollar and, pursuant to required accounting regulations, a gain from 
currency fluctuations of $2.6 million, or 2c a share, was reflected in net income. 
For the 39 weeks, the gain amounted to $4.2 million or 3c a share. However, as a 
result of the decline of the Canadian dollar during the month of November, and 
the devaluation of the Australian dollar on November 29, 1976, we anticipate that 
these gains may be reversed in the fourth quarter. 

Sales increases during the third quarter were considerably improved over those 
achieved in the second period and were particularly strong on a store-to-store basis in 
the latter part of the quarter. This improvement was importantly related to increasingly 
strong sales trends in the automotive and apparel lines, as well as general merchandise 
lines, particularly during October. We were able to maintain our margins due to 
reduced levels of markdowns and the higher sales volume. 

During the third quarter, we successfully completed the most ambitious store 
expansion program in our history, opening 111 K martscompared with 43 units opened 
in the third quarter of 1975, bringing the total for the year to 226 stores. We opened 45 
additional stores during November, bringing the total for the year to 271 stores. Our 
preliminary expectation for 1977 calls for opening about 130 K marts, the substantial 
majority of which will be newly constructed facilities. 

During the fourth quarter our sales and profit results will be compared against a very 
strong retail performance of 1975. Our stocks are clean and well balanced and we are 
relatively optimistic about the strength of the economy and the general merchandise 
retail environment in the important months ahead. 

Chairman o f the Board 



CONSOLIDATED STATEMENTS OF INCOME (Unaudited) 
(Millions) 

' 
I 

13 Weeks ; 13 Weeks 39 Weeks 39 Weeks 
Ended | Ended Ended Ended 

October 27, October 29, October 27, October 29, 
1976 1975 1976 1975 

Sales. 
1 

$2,029.4 
1 

$1,634.1 : $5,699.2 ' $4,639.0 

Licensee fees and rental income. 26.4 : 21.9 ! 76.0 ; 61.8 

Gross revenue. 2.055.8 1,656.0 5,775.2 4,700.8 

Cost of merchandise sold . 1,522.6 1,226.9 4,289.2 3,513.6 

Selling, general and administrative expenses 426.0 349.9 1 1,182.4 1 985.9 

Interest - net. 3.6 3.3 6.9 9.6 

Income before estimated income taxes. 103.6 75.9 296.7 191.7 

Estimated income taxes. 48.6 36l “ 140 5 92.2 

Income from retail operations. 55.0 39.6 156.2 99.5 

Net income from insurance operations. .5 .1 I .2 ' .8 

Net income. S 55.5 $ 39.7 $ 156.4 i $ 100.3 

Earnings per common and common 

equivalent share. $ .45 $ .33 
i i 

$1.27 $ .83 
! i 1 

Cost of merchandise sold (including buying and occupancy costs) was calculated under the last-in, first- 
out (LIFO) method during each interim period utilizing estimated gross profit rates. A physical inventory to 
determine actual cost of sales is taken only at the end of each fiscal year. 

CONSOLIDATED BALANCE SHEETS (Unaudited) 
(Millions) 

October 27, October 29, 

Assets 

Current Assets: 

1976 1975 

Cash, certificates of deposit and marketable securities. ; $ 203.1 1 $ 93.4 

Customer accounts receivable. i >•' i 48.8 

Merchandise inventories. 1 1,875.3 ; 1,458.8 

Other. 75.2 . 56.9 

Total current assets. : 2,154.7 ' 1,657.9 

Investment in and Advances to Insurance Operations. : 43.1 : 47.6 

Other Assets . 44.0 30.7 

Fixed Assets - net. 527.4 ; 467.6 

! $2,769.2 : $2,203.8 

Liabilities 

Current Liabilities: 

Notes payable. $ 100.1 $ 45.6 

Accounts payable - trade. 811.9 598.5 

U. S. and foreign income taxes. 46.6 63.8 

Other. 191.5 125.1 

Total current liabilities. 1,150.1 833.0 

Deferred U. S. and Foreign Income Taxes . 53.6 41.7 

Long-Term Debt, less portion due within one year. 211.7 211.2 

Other. 13.7 13.8 

Stockholders’ Equity. 1,340.1 1,104.1 

$2,769.2 $2,203.8 

If the first-in, first-out (FIFO) method of inventory accounting had been used by the company, inventories 
would have been $75.3 and $69.6 higher than reported at October 27,1976 and October 29,1975, respectively. 


