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( I . · l,:u ' 

APPLICATION 

The Southland Corpor.ttion C Appl icann. a pt1hl icly-hcld corporntion organizL-d under 

1hc Jaw'i o l the Stale o l Tua}. hereby applies for rcg1stntion a:s a J'rovider or lmr.1S1atc 

Tckcommumc:ninn ... Scn·,ccs wnhin 1he Stale ol South Dakota on a rcsulf.J basis. pursuiml 10 

SOCL -19 -13-3 :mJ AkSD 20 10·2-' ·02 In ~upporc o r i1.s appllca11on. Appl kam ~talcs as 

fo llows 

fi.,cimmk number arc. 

Applkant's name. addrcs~. u:lcphonc number and 

The Sou1hlanJ Corpor.111011 
27 1 I North Haskell Avenue 
Dallas. Tc.1tai 75204 
Telephone: 214.828.7011 
h1c}imik: 214.828.7119 

(2) &:CIIOD "0 IQ 24·02(21. Appl1can1 wil l pro\·i<k 11.s M:rv1cc under the name 1bc 

Smuhlitnd C"l1rpor.a1111n 

13> 5'."'CIW0 20 IQ'~ Applicam is :. publK:ly-hcld Corpora1ion organized 

uudc:1 1hc Laws ul the S1a1c ol Texas on November 21, 1961. A copy of Applican1's Aniclcs 

of Incorporation•~ uuachc:d as Exhibi1 A. and a copy of Appl icaru 's Cc:Mifica1c of Authority to 

Transac1 Hu~incM, 111 South Dal.:Ola 1s anacht.-d a~ Ex hibil 8 . 

(-') Ss.-ction 20 10:"4 0201(h). Applica m will OOI c.slablish an office: in I.he: Stale of 



CT Corpurntmn Syi.tcm 
319 SoUlh Coteau Street 
1'1crrc. South Oal:orn 57501 

(5 1 5\-'Cll(IO '0·10·.,4·o't'Hc) The n;1mc is . 1i1les and addreS-'iCS of Apphcan( ) 

dm.-cmrs :md officers :ire .t!UtchcJ as Ex hihil C. 

16) Sc.·L·1ion 20 IQ.24 02{1)(d) . Applicant docs 001 own nor comrol any subsKfiari~. 

l7, :X.'LIIOD ;?O. JO 2-' 01(51 Apphcaru b a non-facilities-based 1111en:xcha ngc 

tckc11111111uml.1111111 o; rc.1i.1k pnw1der propnsm~ 10 tiller d1 ',1,; 1c1ion.:11y . ,w 11cheJ accc~, pn:p;ud 

t.Jll1ng t.,HJ -.cr\11.cs thr uughou1 1he S1a1c of S,llllh 1Jal:01a Appltcam',; M:rv1cc, "'II 

tic J, ,111.ihk 11, , uh-.c nhe~ t"c111y-four t2.f) hour; a day. -.c,·cn (7) days a wt.-cl: . a1 rute:s. 11:nns 

anJ co11J1tmm -.ct b)' Apphca,11 Applicant J,ics not propose 10 offer allerna11vc opcr.tlor 

'iCn 1cc, 10 lhe lta lNent public 

All nctw,1rl: fadht1c.1i ,ire the propcM)' of. and comrolled by Appl ic;m1 's underlying 

earner . AT&T 1\pplicam·, local acce,, 1, p1·0,·1JeJ as p:m of the nc1work scr\' iccs pu rchaSl-d 

11 ,1111 1\ ppllca111 s underly ing ..:arner . 

Apphc:m1 offer-. J1~ r,11un:1ry. ,;wucheJ access c11 lh11¥ c;mJ ~r\'ice.1i dc!t.1~0t.'\I pnmtmly 

h1r tho"t" whn frt•4uemly lrJ.,,cl anJ lllU!t. l place c:tll !t. away from 1ht.=11 rrcsuh)(.·11bcJ locauons 

Apphc,rn1 , .1ier\ icc) arc meam tu l.'.ompch.- directly "''ith sc r,•ices pro\'idt.-d h)' 01tk:r 1111erciu.:han~c 

..:amc r) authrm,.cd 11, p111,•1Ue .1iuch service~ b~• 1he Commission. 

A) a non-fac ili1ies-ha'ied prov1Jer 01 

11.:lct:0111mu 111ca 11ons scrvice.1i . /\ppl icant rdies w kly on 1ht: ~twurk of iis underlyi ng carrier fur 

lo,:.al accc,.1i. )Wll i:h111g anJ trJnspun . Applicant' s service will he.- a\·ailahlc twcm)'• four (2.f ) 

hi!U I\ :-. day. lhrct.· hundred 'illl ly-ih·c ()6S) Uay~ a )·ear. 

t9J &.-c uon 20 H),24:02c7 J. ,\pplican1·) .1ie rvice is ava ilable frum ilR) oual cone . 
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mul11 ln.·4uenc) 1m.1rumen1 111 the S1u1e of Sou1h Dakoia As such . i1 1s not l11111ted by ~SCr\'u:c 

tllJUlklJnl·, • No map 1, mdudcJ . acc:orJmgly 

,1all'lllcn1 .ire :111.1dr:J a, b.t11h11 I) ;\pphc:1111 w ill rc4uirc no adJ111onal dcb1 to finance 11, 

•)111: 1.i11wh m South D:ii.111:1 Arrh.::mt' :- Annual Rcpor1 1s anachcd a.:- fah1h 11 E ,\1,pJ K.·am·, 

tl·rm, .i11t.1 i:u11J111on ot ~ r\'u.::c arc 111c ludcd in 11s Pruposed TanlT. auachcJ ;,s Exh1tn1 I· 

111 ) St"Cll\lfl 20 IO 14·01(9) Curre,pondencc and c~11111nunica11om corteern1ng 1h1, 

Jf>JlhL.it1,111 a1k.11anO i,hould tic dircc:lcd 10 

Mark Nyhu _:,, 
c/o 11 :ar~Jr Com.ul11ng Group Inc 
PO Bo~ 246 1 
Gig II arbor . W11,h111g1011 98335 
T elcpho1'k! 206 2M 39 I 0 
Fal·..:- inulc. 20t, .265 39 12 

011k 1al pt•1111 of COlll:&l l lur the 011g11111g opcrauou ... 1..•f the l."Olllpall)' anJ ...-ui.111111c1 

lOIIIJlla1111 .J1114umc, from the Conuni.:-:-1011 i,;; 

Thomas R. llcnne11 
Scmor Auomcy/A.:-smam S..-crctary 
The Sou1hlartd Corpor.tlion 
27 11 Nnnh Haskell A\'cnuc 
l);illas. Tc~:as 7520J 
Telephone" 214 828 7931 

C11 ,;;l1J111,:1 mqu1r1c, nr rnmpla1111~ may be Jin-cll."d IO Appllcani' !!i C'U!!ih1llk:r Scr\'ic-i: 

lkparuni:11: at 81!8 34 0997 (En~li,h) . 888 3-'k 4513 (Spanish). or m \Hllm~ 10 

The Sou1hland Corix1ra1mn 
.!71 I Nonh 11:ts}:cll Avenue 
0:1llas. l'c:>.a" 7520-' 

(l ) J St.-Cll\10 20 IO'=' 01·00, Applll'aill ho lJs in1ra.:-1ati: operating authonty Ill 

Color-ado, Washington and U1ah Apphca111 has initia1t:d apphcaltons fo r rcgula1or)' authonl) 
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111 ;\ l:1,~a. A11M1t:1 , C11 l11 ornm . h.lil ho. Kaib.I , , Minnc'-111:t , MiS\l.tlm. Monla!L't . Ne \~,u.Ja . Ne"' 

Mn 1rn. Ndmts~a. Nurth Dakola . Oregon. Texas. W:ti.lungton and Wyonung In no instance 

ha, an)' 111 Applicant' , :tpphcat1ons bt.-cn suspcntkd flT rcJL'CIL-d . 

I 14 J &,-c1u,n 20 JO. '4 02( I)). Appl icant markets its sc r\•1ccs lhrough an its o"' n 

,ale, , 1.1II Apphca nl pruvidci. ongoing !raining tu 11~ , :1lc!t staff, and 1s w kly rcsponi.ihk fo r 

Comp:111) markc1111g hruchurc lrl I!> :iuachcd ai. Ext11b1t G 

115) S..-cuun "0 JO JJ 020 2) Nu1 apphcablc Apphca,u·, service 1s a t.0mpc1it1H· 

'iC,;r\ Kl' 

i 16) Appltcam ,;uhmits 1he fo llowing rc:t~ms 111 suppon of us bi:llcf that the publ ic 

1111crc, 1 will he l>Cr,·cd hy 1hc appro,•:tl of thi -. Apphcauon· 

(a) Applicant's propol>Cd intrastate services an: dc\'clOflL'd lo senc the long 

J 1i.1a1'k:c needs of suhl>Cribcrs who cannot otherwise realize s nmlar cos1 ~wings thmugh major 

01 ,0111111umca11un11 lacilit ici. . Appllc;uu ·~ scr"1cc will 1k.i:tss:i nly u1ili1.e existing earner 

commu 111,a11uns faci litic:, more l'rlicir nily through increased usagt: and provider greater n:,·cnue:, 

h1r h,x:a l ~•,;change arricrs t,y wa)' of addit ional acccs,; purchase through other canit: rs 

(cl Com1111~.,1on :,ppru,•al of 1hc ms1aru Applka11on will br111g lh!.' fo llu"' mg 

lunj! 1e1111 hcncfiti. tu the r,ublic : 

(i) greater value IO sut,sc rihcrs 1hrou1?h low('r priced be11: r qu:1)11y 
scr\' iccs. 

(i1J 1111111\alivc 1ekcom111unica11ons sen·1ccs. 

(i 11 ) 11,crca-.c.·J CUIISUllll'r d1oiCL' II\ 1ch.'COIIIIIIU!l1Ca11o n~ ~r, ICL' . 
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i1\ 1 cfl1c1c:n1 use of cx1.s11ng 1cl1.-communica11on!> rc:sourcc~ as well 
as mcrcasc.-d d1\'crsifte1t11on and rd1abili1y 111 1tk.· supply of 
1c1L'\.·ommu111ca11ons "4:r\' l('C,. 

h I an add111onal la.~ rc\'cnuc source fo r 1hc Stale of South Dakota: and 

h •1) addi1 ional access rc vcnul~ to loca l cxdi.angc pro\•idcrs, 

WI 11 :kl :l:()Kh, The Sou1hland Corpora1m11 rc.!opt.-clfully rc4ucsu lhc Sou1h Dakola Publ ic 

I '11111,c, C,1111mM1u11 gram a Ccmfirn1c of Puhhc Co,wcnicncc and Ncccssi1y ,1u1hurizi11g 1hc 

pun 1,1n11 111 c,1111pc111 1\·c 11urns1:11c 1clccommu111c.i1ion!> re.sa le S(rvkcs withm the S1a1c of Souch 

l>.il.0 1,1 

Kc,P',' IIUII} i.uh111111cJ tlm _ day ol ~''--- -· 1997 

lliuhor Con,uh in{! Group Inc . 
I ' 0 Ho \ 1~61 
r ;1g llartk., r \VA CJf,IJJ!i 
Tclcphvnc.• .!06 2"5.JIJI0 

Appli,,:am·'i kcgulatt11")' Cunsuha111s 

The Suu and Corpora1io11 ~ 

By. l_ (. f" / / 

Thomas R. llenncn 
Senior Auomey/Assist.ant Secre1ary 
27 11 Nonh Haskell A\'cnuc 
Dallas , Tc:~as 75204 
Tclcplwuc· 214 828 793 1 



Vt:RfflCATION 0t· APPLICANT 

S I A Tb 0 1· Tl!X1\ S 
s, 

I 1'hl.m1:a!o R Jlcnnen . being lirsl duly swum and dcpusc..-d. !olale that I am Senior 

AttunJC.')'iA,.~1\J:uu Sc.-cre1ary of The SouthlaOLJ Corporation, the Applicant i the proceeding 

en111lcJ ;,b.J\'C, 1h.a1 I ha\'e read the foregoi ng application and know the contcnls then:of: as 10 

mancr-. that 31c therein s1:11cJ on mfom1ation or ht- lief. I hclie,·e them 10 be true 

Suh!ocntlCd :md lt \l. Orn 10 before me this d,y of t1l,w . 1997. 

Not:n y l'ublit· in and fo r tlJC.' S1:.1c of Tcus 
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EXHIBIT A 

ARTICJ.ES ot-· l~COk.PORATION 
(Allactw..-d ) 



0 
Wqc ,tatc nf Wcxas 

SECRETARY OF STATE 

CERm1CATE OF RESfATEO AR110£5 
OF INCORPORATION 

OP 

TH- SOUTHLJ,,~:o Ct)RP•)RATION 

The undersigned. as S«n:wy of Slate of Texas, hereby certifies lhar Restated 
Articles of lncorporarion of the above corporation. duly e.tffl!led pumwa to the 
provisions of •:he Tezas Business Corporation Act, have ht-en received in this Office and 
att found ro conform ro law. 

ACCORD(NGLY th< undemgn,d, as such S.C,,,ra,y of Srare, and by vimie of the 
ilutboriry vested i.o the Sem!tary by law, henby LSS\:es this certific.are of Restated Articlrs 
of Ulcorporatioo met artacbes berrro a copy of CM Restated Anides of lnc:orpor.atioo.. 

oared _________ ""_•c_s_o_s_~ 19 __ , _1 _ . 



SECOtrD 
RESTATED AATtCLES Of INCORPORAT ION 

(•J ith amend:r.ent) s '"ttr f:/L f:o 
"c,t'!,•r-/10~:c• o, thfl! 

o f "''e o, r. 
l,1AR o - •• ., 

TH E SOUTHLAND COR PORATION Co, J 199/ 
Dorarions S 

ecr,on 
The s outhl a nd Co rt'ora ~on (the ·cor pcrat1 c n · ). 

pursc ant r. o the p r ov is~o r. s of ,; r c ~cle 4 , 14 of the Texas 

Business Co rrl o rat ion Ac t ( t he ill) , hereby adopts these 

S cond ~es t ated ;..ctlcles of Incor po ra tton ·..1h1 ch accu rate ly 

c opy the Restate<! ;..:cic l es o f Incorpo :-ati o n of t he 

Corporat1on and a l l amendment s the re t o tha t ,1:e t n effect to 

date and as f u :ther amended by the se Second Resta t ed Articles 

o f Incorpo r at i ol". as her e i nafter set fo rth and •..1htch c ol".t a ~n 

no o ther c?-. ange i n any prov a !.on chec-eof . 

2 . ':he Re s t a ted An icles o ! Inco rpo r att o n o f t :'. e 

Co r;,o r at1.on are he r eby ame nc!ed by the Second Rest a t ed 

;..c-tic l es c f Inco rpo rat ion .t s fol c ws : 

( a ) cu rrent pa ragr a ph ( a) o f ;..rc tc e :'our ?.s 

amended to inc rease fr om Joo . 0 00 . 000 to 

1 .0 00.000 . 000 the aqqrec;ate number o f shares o f 

Cotmion Stock . •..1hich the c orporation i s 

au ho d zed to 1ssue. and to change the par v a lue 

o f s uch shares of ccirmcn st.eek f r a m $ . 0 l par 

va l ue per share to S . 0001 par va lue pee- share . 



(b) Cu r rent Att i cle f ou r: i s anended to de lete 

current parag raph (b) o f Art i c l e f ou r in i ts 

ent i rety ar-.d to rep l ace i t 'J lt~. a ne·• parag raph 

(b) ••h i ch prov ides f o r t?ie cc mt i nat ion o f each 

t en prev iouslt ! ssued sha r es o f Commo n St ock, 

S . 01 par va l e per s ha re. i nt o one sha re o f 

COIT'.rnon St ock. S . 0001 pa r va lue ;;,er share . 

(c) Current Ar ticl e f ou r i s amended to delete 

cur rent sect ion (c ) o f Aroc l e four r e lating to 

Junior Preferred Stock. a 11 of the shares of 

wh~ch 'Jer e ca r. ee l l e d pursuant to the 

Cor pora tion ' s p lan o f r eorgani zat ion under 

Chapte r 1 1 o f the Un i ted States aa nkrupt cy Code 

( the ·· ptan " ) 

(d) Current Art ! Cle Fou r is amende d to add a 

nev Sect ion (c) 'Jh 1ch changes the par •1 a lue of 

t he Pr eferred St ock prev ious l y pr ov i ded ! o r in 

the de l eted p arac;raph (b) f rom nc pu val ue to 

S: . 01 par •.tal ue per shue and authorizes actions 

that may be taken by the Board of Di rectors of 

the Corporat ion {the M~ - ) r elat i ng to s uch 

shares . 



(e} A ne•J Artic l e :'tve i s added to prohib i t t!'i.e 

is s uance by the Co rpo rat ion o f non-voting equ:.ty 

securities 

(f) Current Ar:: i cle f t 'le is renumbered as 

Ar ticle S i x . 

(g} Cu rrent Art i cle Six is amended to a lter the 

...,o rd i nq so as to confo rm to the provisicns of 

the Act and is renumbered as Article Seven . 

(h) Cu rrent Ar t i cle Seven is amended to 

autho r i ze onl y the 9oa:-d, the Chairman of t~e 

Board , the Pres ident and the hol c!ers o f not l ess 

th an 50\ of the vot i ng stock to call a specia l 

shareho lders meeting and i s rer.umbered as 

Article Eight . 

( i) Current Art icl e Eiqht is deleted i n i ts 

ent i rety . 

(j} Current Article Nine is amended to delete 

the names and addresses of directors cuttent l y 

listed and insert the nwr.ber . names and 

addre■ ses for the d i rectors o f the Corporat i on 



elected by the shareho lders a t the 1991 ar-.nua 

:r.eet inq o f shareholde r s o f the Coq:o radon t-.e ld 

on Februarj' 25. 1991 . 

( lt ) Cu r rent Art:cle El even i s amer.ded to 

co rrect the aCdress o f the req i s t ered o!! ice o! 

the corpo r at:on . 

( ) Cu r : en ::. Artie e Thir teer, i s delet ed i n it s 

en t 1 r ety . 

(::i ) Current Article Fou rteen 1s amended t o 

alte r the ·Jo rd i :1q s o as to c onfo r m to provi s ions 

of the Act and ts rem1.'T\bered as Articl e Th !. rt eer . . 

( n ) Current Art tcl e Ftfteen ts renumbered as 

Ar ticl e f ourteen . 

(o) A new Art i c l e F if t een t s added to a l l ow 

action by wri tten consent o f the s hareholders 

•J i th l ess th.a n unan ::r.o s cons ent pursuant to 

Art i c l e 9 . LO cf t he Act . 

J . Each such amendment made by these second 

Re:.tated Art i cles of [ncorporat ion has been effected i n 

c onformity with the pr ovis i ons o f Ar't i c l e 4 . US of the Ac'C. 



pu rsuant to the Order Conf i rm i ng Southland ' s ?lan o f 

Reorgani zat i on (the "Order " ) entered by the United States 

Bankru~tcy Court for the Northern Di st r i ct of Te:<as, Da l l as 

Db i s1o r. {the "~ " ) on February 21 , 1991 i n Cas e No. 

390-3 711 9-HCA-ll. file name In re The Sout h l and Co rpo ra tion . 

:he Court had j urisdict ion over t he proceedings under Tir.:le 

28 o f t he Un i ted States Code. Section 1JJ4 . 

4 . The amendments effected by these Second Restated 

Ar ticles of Incorporation effect a reduct ion i n the amoun t o! 

st ated capital of the Corpora tion by reflect i ng the 

c ancel lat ion o! t he previous l y outs t and i ng shues of J un io r 

Preferred Stock pursuant to the rl a n and c otl'..bininq each ten 

s l:ares of issued and outstand ing Comr.ion St ock. par value 5 . 01 

per share . i nto one share o f Comnon Stock . par va lue S . OOOl 

pe r share . The amount o f stated c ap ital as changed by s uch 

amendments l s $20 48 . 08 . 

5 . The Restated Art i c l es o ! Incorporation of the 

Co rporation and all amendments and s upplements thereto are 

hereby superseded by the !al lowing Second Restated Articles 

o f Incorporat i on wh ich accurate l y copy the ent ire te>:t 

thereo f as further amended as above set fort h : 



ARTICLE ONE 

The name o f t h i s Corporation is THE SOUTHL\Nt> 
CORPORArro,1. 

ARTICLE TWO 

The period o f durat i on o f th i s Corporat ion shall be 
i;erpetua l. 

ART!CLE THREE 

The purpose fo r .,.hi ch the Co rporation i s o rgani zed 
i s to engaqe i n the transacti on of any and all lawful 
business for ,.,hi ch corpo ra tions may be incorporated under the 
Texas Business Corpo ra tion Act (the .. Act " ) . 

ART ICLE fOtJR 

( a) The aqg rega.te number of shares of Corrrnon Stoc k 
•.ih ich -:his Co rporat i on shall have authority to issue i s 
l , 000 . 000. 00 0 s hares o f Cotm1on Stock, par va lue one-hundr edth 
of a cen·t ( S . 0001) per shue ; 

(b) Each ten ( 10 ) shaces o f prev iously authorized 
ColT'ltlon Stoci<. par •t a lue $ . 0 1 per share. of the Cocporation 
i ssued and outstand i nq irm1ed iately pr i ce to the time these 
Second Resta t ed Ar tic l es of Inc o rpocation become effect ive 
(the "Orig in al Co!Mlon Stock ' ) sha ll automatica lly an:1 ~ithout 
f urther act ion on the par t o f the ho ldecs the reof be comb !. ned 
into one ( !. ) val i d l y i ssued . fully pa i d and nonassesn,b l e 
shace of corM1on stock , par •1a lue s . 0001 per sh1. r e , of tne 
Corporation (the "'Nw Corm1on Stock" ) . Upon surrendec by a 
holder of th& cectif i cates capresent i nq sh1.ces of Original 
Coff"fflOn Stock . the Corpocn ion shall is sue to such holder a 
cert ificate or certificates cepresenting the nwnber of shares 
o f Nev Coff'fflon Stock i nto which the Original Coff'lnOn Stock 
repcesented by the cectif i cate so suC"rendeced shall have been 
comb i ned as afocesa id . The surrender of cect i ticues 
represent ing shares of Original Corrmon Stock s hall not De 
necessuy to effect the comb i nat i on contemp lated hueby . The 
Co rporat i on sh&U not issue f cact i ona l s hares o! New CC>ll'mon 



Stock: •.i i th respect to the Corego1 nq descr lbed combinat : 0:1 . 
!n li eu thereof, the Cor po r ati on s ha ll i ssue a whol e sl",are o f 
New Common Stoc lt f o r any fractiona l shar e to •Jh ich such 
holder other .., i!.& 'Jould be entit l ed ; 

(c) The aqqreq ate numbe r of shares o f ?refer red 
Stock 'J h !.ch th:s Co q:or at~ on sha ll have author: 'f to i ssue ~s 
fwe m1l i on (5,000,000) shares . pa: va lue Or".e ceM. ( S . H) 
pe r sha re . Shares o f the Pre fer r ed Stock may be 1s s l.! ed fr om 
c~me to ti:ne i r". o ne o r more ser tes. t he shares o f eacn :; er :es 
to have such des i qnat ions . pre ferences. 1 imtt a t ions . ar.d 
rel a tive dqhts. 1ncludinq •1ot 1nq rtqht s , as shal be s t a ted 
and expressed he r e i n o r tn a resolution o c resolutions 
pro•n ::Hnq fo e t he i ss ue of s uc h series adopted by the Be ard 
o f Di rectors o f the Co r poratt on ( the " Board " ) . Each suc h 
senes of Prefe rred St oe l<. sha ll be design"ited so as to 
dt st 1nqui sh the shares thereof from the shares of a ll o ther 
series and cl asses . The Soard t s he reby express l y 
au thor ized. s ub ) ect to l im i tat ion s prov i ded by l a•.i ar.d by 
contractua l res t :: : c t io r'.s bi r:.di r.q on t!\e Corpocat1 on o r 1 :s 
p r o per t y at the ttme o f the issu ance o f such Preferr ed Sr.eek , 
to estab l ish and des i~ate sec ies o f t he ?referred Stock . to 
! 1x tl".e nu:nber o f shar e s con st: tut 1nq e a.c h ser i es. to f i>: the 
des tqnat ions ar.d the preferences, limitati ons, and re l at i ve 
r i ghts. i ncl l.!d ir,q vo t i ng r iqhts . o f the s hares of ea.ch s 1..ch 
senes and t he var:ati o ns o f the relative riqhts and 
pre!e rences as Oe t·.,een seri es . ar.d t o i nc rease and t o 
dec::-eas e the :11,:.mber o f s hares con st i tu! i ng each ser es. 
pro·ttCed that the Board may no t dec rease the number of s hares 
·•t !11:, a ser:es to l ess than the :-t.:.tnber of shares 'Jtth t n such 
series cha t a r e then iss ued . The rel a tive po..,ers . rights . 
i)refe r e nces . and l tmlt a t tons may va r y bet·.,ee n and among 
se r ies o f Pr ef err ed Stock i :: any and a l respects . The 
a t!".o nty o ! :he 3oa rd '"' t:h respect to each sec:es sha ll 
f u rther :nc lude. bu t sha l no t ~e llm!ted t o . the a uthon t y 

o eter:nir.e the ! ol lowi nq : 

( 1) The r a te o r ra t es and the times a t •.ih 1ch 
d i'tidends on the shares o f such series shall be pa id . t!'\e 
per i ods in r e spe ct of wh ch di v idenda a r e payab l e . the 
conditi ons upon s uc h div ide nd s . t!-:e relat i ons hip and 
p references . if any, o f s uch d1•1idenCs to di •1 i dends 
payable on any other class o r series o f s hares . ·• hethe :: 
o r not such dividends shall be cumulative . part!.a ll y 
cumu l at ive . o r noncumulat ive. i f s uch d iv i dends sha ll be 
cumul a tive o r part i a ll y CU.'Tlu l at ive. the d ate o r dates 
f r om a nd after wh i ch, and the amounts i n ..,h i ch . they 
sha ll accumulat e • ..,hether such div i dends shal l be s hat!! 
di v i dends . cash o r other dividends , or any comb i n1tion 
thereo f . and i f such div idends s hal l include share 



di·1idends . •Jhether such share d i vidends ~hall be payab le 
!n shares o f the same or any other class or series o! 
sha res of the Corporation ( 'Jhether now or hereafter 
authori;?ed}. or any comb i nat ion thereof and the other 
ter:ns and conditions, if any. appl i cable to d i vidends en 
shares o f such series ; 

C 2 l ;,.'het?-:e r o r not the sh.ires of such series sha 11 
be redeer.iable o r subJect to repu rchase at the option o f 
the Co rpo ra: ion o r the holder thereof or upon the 
happen1nq o f a specified event. if such shaces shall be 
redeemab l e. the terms and condit10ns of such redempt ion, 
!r.clud1nq but not limited to the date or dates upon o r 
a!:e r wh~ch such shares shall be redeemable, the amount 
per share ·.-hich shall be payable upon such redemption. 
·.-h1ch amount may vary under different conditions .t.nd at 
d1!fe rent redempt i on dates. and 1o1hether such amount sha 1 
be payable in c ash. property , o r riqhts , 1nc lud inq 
securit i es o f the Corpocation o r another co rporati on : 

(]} The riqhts of the holders of shares of such 
senes (•.-hich may vary dependinq upon the circumstances 
o r nature o f s uch liquidat ion . dissolution . or ·.-1ndinq 
up) in the event of the voluntary o c i nvolunt ary 
l1 qu i dat i on. d1ssol ution, o r wi ndinq up of t!"le 
Corpo rat :on and the relat ionship o r preferer.ce, !. f any. 
of such righ ts to riqhts o f holders of stock o f any ot he=­
cl .1ss or series: 

(4) The ·.rot i nq powers ar.d t~e terms and condit1ons 
the:-eo f . rncludinq. but no t limited to, the r ight o! the 
holCer o! such shares to 'lote as a separate clas s e it het 
al one o r •J i th the holders of shareo of one o r mo:- e othe:: 
c: asses o r series of stock and the riqht to have more ( o r 
les s) than one vot e per s hare ; 

(5) llhether o c not a s1nk1ng fund shal ':>e provl~ed 
!o r the redemption cf the sh.H es of such series and. :. ! 
such a s ink ing fund sha ll be provi ded . the ter:ns and 
~ond!. tior.s the , eof ; 

(6) Whether o c not the shares of such serie! . at 
the opt ion o f e ither the Corpocation or the holder or 
upon the happeninq o f a spec 1 f i ed event. sha 11 be 
con•1ert i ble into stock of any other chss or series and . 
1f such shares shall be so convert i b l e . the t erms and 
condi t i ons of conversion , i ncludinq. but no t limited to , 
any provis i on for the ad justment of the conversion rate 



or t he con'lers ion pr i ce ; 

(7) Whether or not the shares of such series . at 
the opt ion of e i ther the Corporation or the holde r oc 
upon the happen i ng of a specified event. shall be 
exchanqeab l e !or secu r i ties, i ndebtedness. or proper t y o f 
t he Co r poration and. 1! such shares sh4ll he so 
exchanqeaole . the terms and cond i t i ons of exchange . 
i ncludinq . but no t l imi ted t o . any pro•ns i on for the 
ad justment o f the exchange rate o r tt'-.e exchange price; and 

(8} ;.....,'r o the r pre!ere!".ces. limitations. and 
relative riqhts as sha l l not be i ncons i s t ent 'J ith the 
prov i s i ons o f th1s Art icle f our. Art i cle five hereof o r 
the l imita ti ons prov ided by la•o1 or by contractua l 
restr i ct ions b i nd ing on the Corporat i on or i ts ;,ror erty . 

.;RTICLE FIVE 

The Corporation sha ll not ssue nonvoting equ ity 
secur i t i es; provi c! ed . ~- that a:1y ser i es of Preferre,j 
Stock designated pursuant t o paragraph (c} of Article four as 
having the right, vot i ng separately as a class. to elect a ny 
d i rectors of tte Co rporat ion if and ._.hen dividends payab l e on 
such shares of Preferred Stock shall have been in arrears and 
unpa i d fo r a period o f time to be specified (such director!i 
t o be 1n addit i on ::o the number of di rectors const itu:.inq t he 
3oard immediately pdor to the accrual of such r!.qht) shall 
no t be r.onvotinq equity securities for purposes of this 
Article five . 

ARTICLE SIX 

Cumulative votiriq ln the election o f directors sha ll 
be proh i bited . 

ARTICLE S EVEN 

No holder of any shares of cap i ta l stock of the 
Co rporation shall be ent itled. as a matter of right, to 
subscribe fot or purchase any add itional. unissued or 
tre asur y shares of caplta l s toc k of the Corporat ion . ot 
securi ti es com,ectible into or c arry ing I eight to su.bscc ibe 
to e o r acqu ire s uch shaces . 
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;JtTICLE EIGHT 

~ specia l meet ing of the shareholders of the 
Co rporation may only be called by the Board , the Chairman o ! 
the Soard o r the Presiden t of the Corpocation or the ho l ders 
o f not less than f ifty (50 \ ) percent of the shares of cap it a l 
stoc k o f t~.e Corporation ent itl ed to vote at the proposed 
meet inq . 

A..~TICL£ NINE 

!he names anc! addresses of :he directors of thls 
Co rporation nov serving and -.ho shall hold off ice until the i: 
respective successors shall be e l ected and qualified and ._.ho 
s ha ll have t he authority to direct the affa i rs of the 
Corpo rat ion are : 

~ 

'toshitami Arai 

Timotny N. Ashida 

Jay w. Chai 

/l'lasato shi Ito 

Masaaki ICuiata 

Clar It J. PIAtth..,• . I I 

Robert J . McGuire 

~ 

systems Internn i anal I:'l.c . 
Tame i ka Tokyo Building 
1- 1-14 .Uaaaka 
/lllinato-ku, Tokyo 107 
Japan 

A.K . E . Associates . Inc . 
P . O . Box UH 
G endale. CA 91202-4389 

C . Itoh So Co . (America) Inc . 
33, Madison Avenue 
s e-., York, NY 10011 

I to-'!olu.do Co .• Ltd . 
l- 4 . Sh i bakoen 4-chome 
Minato-ku. Tokyo 10, 
J apan 

seven-Eleven Japan Co . • Ltd . 
l-4 . Sh i bakoen 4-chome 

1'1 i nato-ku, Tokyo 10, 
Japan 

The Southland corpotation 
2711 Norttl Haskell Avenue 
Dallas . TX 7':Z04-2906 

Krol 1 Associate• 
900 Third Avenue 
N8"' York. NY 10022 



Ka zuo Ot suita 

As he r O. ?acholder 

Wa lt e r J. Sa lmon 

Nobutake Sato 

':'oshifumi Suzuk i 

J a r a w. Thcmpson 

Joe C . Thcmpson 

John P . Thompson 

l l 

Ito-'lokado Co . . Ltd . 
1-4 . Sh ibakoen 4-chome 
Mina t o-ku . Ta it.yo 105 
J apan 

~acholder As s oc i a t es . !nc . 
The Spectrum Off ice Tower 
1126 Chester Road . Suit& 700 
Cincinna t i , OH 45256 

Hu vard Uni'lers i ty 
Graduate Schoo l o f Bus i ness 

Admin i s t rat i on 
Soldiers Fi e l d Road 
Boston, P\A 02163 

I t o - Yokado Co . • Ltd . 
1-4 . Shi bakoen 4-chome 
Pti na to-ku , Tokyo 105 
J apan 

I to-Yoi<ado Co . , Ltd . 
1-4 . Shibakoen 4-chome 
Minato-ltu, To kyo 105 
J apan 

100 Crescent Cour t 
Su i te 1000 
Dallas . TX 75201 

100 Crescent Cour t 
Sui te 1000 
Da ll as , TX 75201 

l oo Cr escent Court 
Suite 1000 
Da ll as , TX 75201 

Each d i rectot designated by a sha r eholder wh i ch 
owns . directly OC' i ndiC'ect l y . a ma jod ty of the shues o f New 
Coir:non Stock shall fully comply wi th any fiduciaC'y OC' l ega l 
duti es under 1ppl i cable l aw . 

ART ICI.E TEN 

This CoC'poC'&tion has heC'etofore complied with t he 
requ i C'ement1 of hv 11 to in i tial min i mum capital withou t 
which i t could not coanence business under the Act . 
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AA":' I C:.E ELEVEN 

THe r eglstered of!: c e o f th i s Co r~or a tton 1s 350 
~onh St . ?aul. Suite 290 0 . Dall as . Texa s 75 201. a r:d t~e name 
o! i ts reg ! stered aqent at such addres s i s CT Co rpor a t ion 
Sy:. .: em . 

The Co r;,:or a t i on sha ! 1nde::1.•n fy any per son •.;he ( i) 
~s or 'Jas a d!rect o r o r 0!! 1ce r of tha Co rpor ation o r (i i) 
'Jh l :e a d1rec :: o r o r o ff 1cer o! this Corpor a t1on 1s o r ·..tas 
ser ·,ir•.q a t t:le r ~est o! the Corpo rat ion as a d i r ecto r , 
o!! 1ce r . pa r tr:e r . ventur e r . ;,:r op e ieto : , trustee . employee. 
agent o r s 1m1la r f u."':ctiona r y o f anothe r f o re ign o r dcr.i.e st !. c 
co r pora tion. pa rt:1ers~i p . Jo1n t ven u re. sol e p r opr : eto rsh:. p . 
crust . employee beneflt ;ilan, o r o ther enterpnse, to t:'l e 
!.1 1 est e xt e nt t~a t a co r po rat1 o n ma y o r i s c-equtred to gran t 
1ndemn;fic auon ::c a di r ecto r u~der the Act . T~e Co r po rat 1on 
ma y indemni fy any pe r son to s uc h f u r her ex t en t as per:nnced 
by applicabl e la·J , such ;:er son to t.e so i r.Cem.'1. i ! ied in 
acco rd ar.ce wi th t he pro·ns1 ons r'.ereo! l n r e s pect o f s uc:i. 
person · s o'J?\ r.eql i qer.c e . 

ARTICLE THIRT EEN 

To ::r.e f ull e st exten t permitt ed by app licab l e l a•J , 
no dH e c t o r o f t h i s Co r po r a t ion sha l be li .Jble to ttus 
Co q :ora tion 'JC i t s shareholders fo r monetary d am age s f o r a n 
ace o r omis s ion l !'I such di r ecto r ' s c a paci t y as a dir ect o r of 
t r.is Co r por a tion ; prov i ded. . ~ - tha t t his Art ~c l e 
Th irteen doe s not e l i mi nate o r itmn: the lic1b il i t y o f a 
di rector o! this Co rpo r at ion to the e xt ent t he di rec to r i s 
!our.d ! t db l e !o r : 

l. d bre.tc h c ! such d i r ecto r ' s duty of loy a lty 
t o t h is Co cpo r at ion o c it s s haceholde r s : 

2 . an ace o c omu s ion not 1n qood f a ith t ha t 
c onsti t utes a b ceach o f d u ty of t he d i rectoc to th !. s 
Co rpo r at i o n o r an act o r omi ss i on t h at !. nvo ves 
i n t e n t i ona l mi sco nd uc t o c a knowi ng v i o l a t ion o f the 
l aw : 

J . a t rans act i on f rom ·Jh i ch such d i rec t o c 
rece ived an i mprope r benef i t . whe thec o r no t t he 
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benefit resulted fr om an acti on taken 'Jith i n the 
scope of the di rector ' s offic e: o r 

4. an act o r omission fo r wh ich the li ab ili ty 
o f s uch director is expressly provided for by ar . 
.spp l ic able statute . 

The foregoing prov i sions o f this Art icle Thirtee:t 
shall r:ot e limi nate or l i mi t the li ab i lity of a director for 
an y act or om i ssion occu rc-i nq prio r to August J l. 1987 . Any 
repeal e r amendment of t h is Art icle by the shareholders of 
this Co rporation shall be prospect i ve only . and shall no-c 
adve r s e l y affect any limitatio n on the personal li ab i l ity o f 
a ditector of t h 1s Co rporat i on ex i sting at the t i me of such 
receal or att:end.menc . In add i tion to the circumstances 1n 
·•hl ch a d i recc oc of this Corpo rat i on is not personal l y li ab l e 
as s e c forth in t he fo reqo1 nq pr ovi si ons of th i s Arti: l e 
Thlrteen. a d i recto r sha l l not be liabl e to the ! ull est 
e xtent perm i tted by any amer.d.-,,ent to the Texas Misce llaneous 
Corporati on Laws Act o r the Ac': herea!ter enacted tha-: 
further l 1mit s the liability of a d i rector . 

A.~TIC:.E FOURTEEN' 

Any actton c f the Corporat ion wh ich. under the 
prov isi ons of t!\e Act or any other app l ic ab le la•,.., i s 
req,.11 red co be au thorized o r approved by the holders cf any 
s pecif i ed fract ion • hich is i n excess o f one-half ot an/ 
:;pec i!i ed petcentage wh !. ch i s i n excess o f fifty percent of 
the outstand ing sha::es (o r o f any c l ass or series thereof) o ! 
the Corporat ion shal l . r:ot·J l t h stand. i nq any law, be deemed 
e ffec tive l y and properly autho d zed o r approved if aut:'loriz:ec! 
o r approved by the vote of the holders o ! mote than fi fty 
petcent of the ou-:standinq shares entitled to vote the: eon 
(o r , 1f the holders o f any class ot ser i es of the 
Co rporat ion ' s s hares sha ll be entitled by the Act or any 
o ther applicable law to vote thereon separately as a c ~us . 
by t!ie vote of the holders of mo re tnan fifty percent o f the 
outs.:: anding shares of each s uch c l ass o r series). ioi i t~.out 
l i mi ting the generality of the ! o reqo1ng, the prov isior. s of 
thi s Article fourteen shal l be appl i cab l e to any requ i red 
sha reho lder authorizati on o r approval o f : (i.) any ameneffler.t 
to these Second Resuted Art i cles of Incorporat ion ; (b) any 
plan o f merger , consolidat i on . o r reorq•nizat10n involv i ng 
t he Corporation; Cc> any s• l e , e•se . exch•nge. or other 
d i spos i tion of all. or substantia ll y all. the property 1.nd 
assets of the Cot;,oration ; and {d) any voluntary disso lu t i on 
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of the Corpo::ation. Except as othen, i se prov ided in t~i s 
Article f ou r teen o c: as otherwise required by t~e Act 0r other 
app 1cab: e la•o1 , the vote o f the holders o f a majonty o ! the 
Corporation ' s shares ent itled to vote at any r.'leeunq of 
sha reholde rs at ·o1hich a quorum 1s pc:&Sent sha ll be the ac t of 
s 1.1ch meec!nq . ~othinq c ontaine d 1n this Article Fou r teen ls 
rntended to r equ1 re shareholder authorizat ion o r app r o· .. al o f 
any ac:1 on of c!',,e Corporat1 on ·o1hat soever unless s uch approva l 
~s s pecifica ll y r e qu1red by the ache:- pro·lis ions o f these 
Second Restated A.n.icles of I l".c o rpo rat1 on , the Byla••s o! the 
Co rpo rat ion, o r by the :..ct o r ot!-:er appl 1cab l e l a•., , 

;.._~T[CLE FI:T='.EN' 

Any ac-: i on ·•hich may be cai<en. or wh ich i s required 
by la•.., o r these Second Restated Art icl es of Inco rporat ion or 
the Sy l a1Js of the Co rporation to be taken, at any annua l or 
s pecial meeting o f the shareho lders . may be taken 'J ithout a 
meetinq. •J ithout prio r notice, and without a vote , i f a 
consent or consents i n writing. settinq forth the actio::. so 
ta ken . shall Ce siqned by the holder o r holders of shares 
hav i :1q not l ess than the m1nunum nurr.ber of votes tha t wculd 
!:e necessa:y to take such action at a meet i nq at 'Jnich the 
hol de rs of a ll shares entitled to vote on the action ._.ere 
present and voted. In dete rmln i nq the minimum number of 
·,ot es t hat ·Jould he necessa r y to cake such ac tion, the 
p :.-0 ·1:s1 c ns o f Ar ticl e Fourteen o f these Second Rest a te:! 
A:t1c l <?s of rr.cor poration shall control l !'l those 
ci rc u.":'lstances to ·•h ich Art i cle Fourteen appl i es . 

IN ~! TS'ESS WHEREOF. the ndecsiqned. having b-een 

deslqnated by the Cou rt to execute t hese Second Restat~d 

.;rticles o f ! ::.co r por at ion, has executed same on behalf o f the 

Co rporat ion as of the d a te set f o rt h be low. 

DATED TH IS 5TH DAY OF MA..~CH, 1991 . 
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THE SOUTH LANO CORPORATION AND SUBSIDIARIES 

CONDENSED CONSOUOA TED BALANCE SHEETS 

(Dollars In thouunds, eactpt per-shlN d1t1) 

CURRENT ASSETS. 
Cash and cash eq\JNa1ents 

Accounts and notes receNable . 

Inventories . 
Otherr;unenl assets • . 

TOTAL CURRENT ASSETS . 

PROPERTY ANO EQUIPMENT . 
OTHER ASSETS .•. 

ASSETS 

September 30, O.c,mber 31 , 

1996 ~ 
~ 

~ .431 S 
95,837 

101 ,419 

43.0'7 
107.224 
102.020 

~ 
351 ,623 

1,ll!il.574 
345.718 

~ 

358,107 
1,335,783 

189.227 

~ 

UABIUT1ES AND SHAREHOL..DERS' EQUITY (DE Flem 

CURRENT UAB1UTIES. 
Tr.cie ar.counts p.ayable . 

Accrued tipenses and other i abi~lies 
Convneroal paper .•.. 
Long-lttrm de"' due within one year .. 

TOTA1 CURRENT L1ABIUT1 ES 
oerERRED CREDITS ANO OTHER LIABILITIES 

LONG-TERM OEST 
CONVERTIBI.E QUARTERLY INCOME DEBT SECURITIES 
COMMITMENTS At-10 CONTINGENC:es 

SHAREHOLDERS" EQUITY {0EF1Cll): 

Corrmon stock. S.0001 par value .. •. 

Adcfrtional capital . . . 

Accumulated delct . . . 
TOTAL SHAREHOLDERS EQUITY (OEFIC:T ) . 

S 193,460 S 
:J.45.21 6 

195 154 

329,429 
50,198 61 ,130 

~ 
7~ .387 
207.21 5 

1,60~ .070 

30C',000 

., 
152~ .574 

(1 ,'3C,,352) 

~ 
~ 

~ 
720,127 
238,5'5 

1,705.237 
300,000 

41 
6£5.574 

o.soe.,on 
(880,ml 

U2!!.!E.. 

SH nrtn to cond•nMd consoid91ad lnandal stae.ments. 



THE SOUTHLAND CORPORATION AND SUBSIDIARIES 

CONDENSED CONSOUOA TEO STATEMENTS Of CASH FLOWS 
(Dollars In thouNndt) 

(UNAUDtTEDI 
Nine Months 

CASH FLOWS FROf I OPERATING ACTIV1TIES: 
NelHfT'.ll'lgS , • .•••. 

Ad,usim.nts to reconale net earrungs to net cash provided 
by operating aCIMCin: 
Oeo,edation and amofiution of property and equipment . 
Otheramortln~ 
Oetwtd income taxes ... 
Noncash Intern! expense . 
Other noncash ttPff!S• (income} 

Net lou (gain) on p,operty and equipment . 

Decrease in accot.1ms and noln receivable. 
Oeaease (inause) 1n 1nventone, ... . . 
Ir-crease in otn.r asset: .. 
O.C,ease In trade accounts payable and other hbl~n . . .. 

NET CASH PROVIDED BY OPERATING ACTIVITIES •. 

CASH FLO'NS FROM INVESTING ACTMTIES: 
Paynwnts for purchase ol property and equipmenl . 

Proceeos from sale of property and ~IAJ)fflent •••. 

Other. 

NET CASH USED IN INVESTING ACTMTlES •• 

CASH ~LOWS FROM FIN.ANCtNG ACTI\11TlES: 
Proceeds from conwnercial pai-r and revoMng credit taciltitt . 
Payments under c:omrr.rcial paper and revoMOg credit faoMJH • 
Principal payrNnts l.lf'ldtr 1onQ-wm debt ~,..,,,.nts 
Other •• .•. 

NET CASH USED IN ANANCING ACTIV1T1ES ••• 

NET INCREASE (DECREASE) IN CASH .N40 CASH EQUIVALENTS •• 

CASH ANO CASH EQUIVALENTS AT BEGINNING OF YEAR. 

CASH ANO CASH EOIJ'.'VM.EHTS AT ENO OF PERIOD 

RELATED DISCLOSURES FOR CASH FLOW REPORTING; 
Interest paid, nduding SFASNo,151nlefn1. .. ...... .. . •• 

Net income tun paid . 

Ended s.ptinnber JO. 

s 7'3.562 s 35."43 

122.370 107,974 
14,270 14.270 
1g,1,a 2n 

1.332 1.522 
1 ... (1 ,85<) ... (259) 

19.263 13.216 
001 (2,<02) 

(l,1 .. ) (12,.) 

~ _1.1.!ml 

~ ~ 

(137",371 ) (1 .... 827) 
12.21 , 11.aoo 

~ ~ 
__!!B,llil. .........J.filf 

3,012.509 2,981 ,083 
(3,00.,127) (3,039,,'5g) 

(113,HM) (45.157g) 

---- _____..l!!!l_ 
(109,722) (104 ... 21 

3,3"' (39,109) 

____lli!!!_ _fil!!_ 

~ ~ 

~ ~ 
~ ~ 



THE SOUTHLAND CORPORATION AND SUBSIDIARIES 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
Nine Months Ended September 30, 1996 

(UNAUDITED) 

1. Basis of Presentation: 

The condensed consollda!ed balance sheet as of September ::o. 1996, and the 
condensed consolidated slatements of eam1ngs for the three-fflClnth and nine-montf'I 
penOds ended September 30, 1996 and 1995, and the condensed consolidated statements 
of cash llows for the nine-month periods ended September 30, 1996 anc 1995, have been 
prepared by the Company W1thout audit. In the opinion of management, all adjustments 
(wtuch included only normal, recumng adjustments) necessary lo presenI ra1r1y the financial 
posItion at September 30, 1996, and the results of operations and cash flows for all periods 
presented nave been made. The results of operations for the interim penods are not 
necessanty 1nd1cat1ve of the operating results for the full year. 

The condensed consolidated balance sheet as of December 31 , 1995. is derived 
from tne audite<l finanoal statements but does not indude an disclosures required by 
generally accepted accounting prinap{es The notes accompanying the consolidated 
financial statements in the Company's Annual Report on Form 10.K lor the year ended 
December 31 . 1995, indude accounllng policies and add11Jol"lal information pertinent to an 
understanding of both the December 31 , 1995, balance sheet and the intenm financial 
suuemen1s The lnforma11on has not changed except as a result of normal trans.actions In 
the nine months ende<l September 30. 19S6. 

2. Impairment of Long-Lived Assets: 

As of January 1996. the Company adopted Statement of FITTan-:1a1 Accounting 
Standards r s ~~S1 No. 121. ~Accounllng for the lmpa1rmon1 of Long-LJved Assets.~ SFAS 
lo 121 establishes accounllng standards fer the impairment of long-lived assets to be 

held and used and for !ong-hved assets to be disposed or The adop11on of SFAS No 121 
c:·d not hav-e a matenal effect on the Company's eam,ngs. 



I 
Coopers 
&Lybrand I

C-,-.&l,.,...LL,-, 

·~--
Rcoor1 or fndtPtodsnl AscounYDU 

To the Board of Directors and Shueholdcrs of 
The Southland Corporation 

We ~vc rC\ie'o',·ed the accompanying condensed consolidated balance sheel of The Southland 
Corporat:on and Subsidiaries as of September JO, 1996, the related condcnstd consolidated 
stuemcnts of c41l'Ungs fo r the three-month and nine-month periods ended Septc:nbcr 30, 1996 
and 1995, and tht condenstd consolidated statements of cash flows for the nine-month periods 
ended September 30, 1996 and 199S These financial statements arc the respon:-,ibility of the 
company's manigcmcnr 

Wr. conducted our review in accordance with standatds established by the American Institute of 
Cenificd Public Accountants. A review of interim financial infomwion consists principally of 
applying 1'W)"lical procedures to tinancilll da1a and making inquiries of persons responsible for 
financial and accounting maners. It is substantially less in scope than an audit conducted in 
accordmcc wuh generally accepted auditing standards, the ob1ecti\'e or which is :he expression or 
an opinion regarding the financial st3tements taken as a whole. Accordingly, we do not express 
such an opinion. 

Based on our review. we .ve not awue or any material modifications thac shouJd be made to the 
accompa.nying 6nanci~ statements orThe Southbnd Corporation md Subsidiaries for them to be 
in confomuty 'Mth gene~y accepted accounting principles. 

We have previously audited, in accordance with gencn..lly accepted &Uditing standards, the 
consolidated balance iheet as or December JI , 1995, and the relaled consolidated statements of 
earnings, shareholders' equity (deficit}, and cash Oows for the year thffl ended (no~ prcsc:rued 
herein), and in our report dated Febnwy 14, 1996, which included an explanatory paragraph 
descn0ing the change in method of accounting for postemploymeut benefits and fo-r income Wtcs 
in 1993, we expressed in unqualified opinion on those consolidated financia1 saatemeats. In our 
opinion. the information set forth in the accompanyins condensed consolidaled balance shed as of 
Oecemoer JI , 199S, is fllrly $lated, in all materia.l respects, in rd&tion to the consolidated ballnce 
sheet from which it has been derived. · 

Dalw, Tcw 
October 24, 1996 

COOPERS & LYBRAND L.L.P 



Managomenra Dlacuulon and Analysis 
of Financial Condition and Results of Operations 

RESULTS OF OPERATIONS· Nina Months Endod Soptambor 30, 1996 

Summary o' Resutts of Ooerafions 

The Company's net eamings for the third quarter and fnt nine months of 1996 were 
S37.7 mil ion (S.08 per share) and $73,6 million ($.17 per share), respectively, compared to net 
earnings of $49.6 million ($.12 per share) and sss.• million (S.21 per share) for the same 
periods in 1995. Pr•tax eamings of $62.8 million for the third quarter of 1996 were 
$1.5 md!ion higher than the same penod in 1995. 

Financial siatement Changes 

Certain expen~e rec1assif1Cations were noted in L"le Company's December 31 , 1995 
annual report and 10-K filing, resulting In the restatement of comparative resutts . Subsequent 
quanerty filings on Form 10-0 during 1998 have restated prior period resu!ts to maintain 
consi.stency The most significant change related to reclassifying buying and occupancy COits 
(l.e , store rent. depreciation and o~ storfHelated OCOJpanty expenses) out of Cost of 
Goods Sold and into Operating, Selling, General & Administrative expenses. 

Management Strategies 

Since 1992, the Company has been committed to several key strategies that it believes, 
over tne long term, v,dl pcovi<:e further differenbation and allow 7-Eleven to maintain its position 
as the prerruer convenience retailer These strategies lndude: 

Continued upgrades to the Company's store base by remodeling existing stores, 
c!os,ng underperforminc:; stores and deve:oping new sites. 

;.. customer-<lnven approach to merchandising 'o\'hich focuses on providing the 
customer an expanded selection of quality products at a good value. 

Everyday-fair-pricing strategy which provides consiI tent. reasonable prices on all 
items. 

Oaity dllivery of fresh perisNlble items and hi,gh-quality, ready-to-at foods providing 
frflher products, imptOVld in-stock condrtion1 and lowlf pn>dud costs. · 

lmP'lfnentation of a reta~ information system .nich ha initially automated aa:ounting 

and - -- taslts. When fully c:ompl01e, tho - wil pn,vido - ·-· as well as suppierl and distnbutcrt, with on-ine infom'\ation to maM ~ 
on:Sering dedaions. 

The Company ,,,_ con.-- p,ogrwss towanl mplomonlation of those -iff 
during the third quatter. 8C0ltetating the dlvek)pment ot its retail Information system. making 
the tranlition to thtN new combined distribution centers and rwo new convniuariH, and 



locabng new store opportunities The Company believes that these str.tll?gres have 
contnbuted to its improvea results over the past two years, although in the short term U'ley 
have resulted in add1t10nal costs, and that continuing to imp~men1 these stra1egies w,11 lead to 
sustainable, profita01e growth over the long-term 

(E.,.a,pt whfNe nol&d, ;,1 ~ -s:c,e nu1"Mr$ refer to an ilvt!'~ of au storts r.Jther than only ::totes o~ 
more than one year J 

The Company recorded net sales of $1 84 bdhon for the third quaner and SS 19 billion rn 
the first nine montns or 1996, compared to net sales of S1.83 billion and $5 12 b111icn dunng 
the same penods last year Growth 1n total sales was achieved dunng the third qcarter 
pnmanly as a result of gasoline pnces, wh1c:, overcame lfle decime from store dos1ngs (see 
Manar;ement Strategies) a no the slight same-store mercn.1ndise sales decrease. Ounng the 
third quarter, the Company ccerated an average of 114 !ewer stores than the same penod 1n 
1995 

TJ-,e Corr.pany':; ongo.ng Challenge lo balance short-term performance w,th its long-term 
ob1ectives, alonQ 'W ith the unseasonably ecol and we! weather in some of its iarvest mar1<ets 
(pnmanly the East Coast), eontnbuted to the less than aes,red merchandise sales resu½b 
cunno the third quarter Mercm:mdrse sales growih per store was as follows· 

'"""",p.c,,,•,Jfrompnq, ·,,,, 
U s same-store sales 
U S same-store real Qfowth, uctuC:rng inflation 
7-E!evcn mnation 

Ptdods Enging StP1f!mt>er 30 1990 
!h!.tt.M2Qllls ~ 

(03)% 1.5% 
(28)% (07)% 
25% 23% 

Gasot,ne salos dc!lars per store mc:eased i 9% for the third quarter and 6 4"' for the first 
mne months or i996 m eomcianson 10 the same penoas in 1995, Cue to an average increase en 
sales pnce of a 7 ana 7 3 cents rcr gallon for the quarter and the nine months, respeC"Jvely, 
Sale ,; 1r. gallons per store 1ncreai J O 6 % C::unng the third quaner and O 3% !or the first r.ir.e 
mon:ns 

Gross Profit • dol;,n ""tnl6ons 

Average per-store gross profit dollar Cha~e 
Margin poinl Change lgascirn• in c~ ls per 9allon) 

Average per•Slore sales {g1IOl,r1• '" ;;;a11ot11) 

Pe"odS Ending SePSmntlef JQ '996 
~ ~ 
~ G.m!!nl ~ ~ 

$488.0 $53.-4 S1.let .9 $1'6.9 

00% 
( 33) 

10% 

( 3 ◄)% 

( 82] .... 21% 
(2<1) 

2.8.,. 

08% ... 
0.3% 

March¥1diH gross profit decreased by $1 0 1 m1lhon in the third quarter ind S5.9 m1Uion 
for the nine months, wtien compared to the same penods in 1995 These decreases are 
attributable to the Company operating fewer stores and the decteaH in men:nandise margin. 



The lower merchandise margin during tne third quarter was the .-.sutt of several ractors. 
Rising pC'0dud costs and mOfe aggren1ve retail pridng continue to Pf11Hnt a chalenge In 
today's increasingty more competitive environment Initial co1ts associated with new, 
rresn-rooo produca from the further roll-out of the Company's fresh-food program have 
affected margin as weU. In addition, margin was Impacted negatively from the cool and wet 
weather expenenc:ed in some or its largest madtets that suppressed safes of higher-margin 
products sucn as non-alcoholic: beverages and related categories. 

During the third quarter and first nine months of 1996, gasoUne gross profits dec:reased 
S2.5 million and SO 9 mi!lion, respectNety, versus the same periods in 1995. Margin in tne third 
quaner also dedined compared to last year due to high wholea.ale costs. 

Qperattng Selling General and Administrative Emenses tOSG&AJ 

Total OSG&A expenses 
Ratlo of OSG&A to s.les 

Penocss Ending StP!tmber 30 1998 
~ ~ 

!ffl i.m .t.m i.m 
5""76.7 

25.i% 

5""90.l ,._ ... $1,375.5 $1,396.4 

2&,5% 27.3% 

The Company will continue to eliminate uMec:essary c:osts, wnU. devoting resourc;.es to 
the 1mp!ementanon of its retail information system and other stnlteglc: initiatives (see 
Management Strategies). Oesp,te the Increment.a! c:osts of these initiatives, wt'lktl eXCMded 
S5 miUion, OSG&A expenses dunng the third quarter declined $13.7 minion, c:omp....ct to tne 
same penod ,n 1995 The decrease in OSG&A expenses duMg th• d'\ird quarterwu primarity 
due to fewer stores, higher store dosing c:osts in 1995, and lower insurance c:osts from 
aciiustment to the Ccmpany's self•1nsuran~ reserves as a r■sult of favor.ata claims 
experience. For tt,e nine-month c:omparison. OSG&A expenses dediMd $20.9 mUtion du• to 
reductions 1n force. lower insL.-rance and benefit c:osts, reduced advertising and environmental 
remediation upenses. and the efted of having fewer stores. 

!!!!!Wlb~ 

In NOVember 1995, U'le Company consummated• S216.7 rMUon tender otter to purchase 
a portion ($263.3 million face value} of its public debt securitie1 (see Liquidity and Capital 
Resources) The purchase was financed by the issuance of S300 miUion , .5% Convertible 
Quarterty Income Debt Securities due 2010 rconvertible 0.br). The .,nual interest bp9nse 
of $13.7 m~lion from issuing the COnvenible Debt has not bffn offset by a C0ffHPOnding 
reduction ltt interest expense tor the retired debenture,, because the retired debentu,111 w.re 
accounted 10f pursuant to Statement of Finandal Accounting Standard, No. 15 r5FAS No. 
151. SFAS No. 15 p«>vldes that futut9 intet'9st payments on the Company's 0.#fWttty 
outstanding public debt securities be rac:orded as debt on !he balance lhMt and cnarge<:t 
against IUd"I balancls wnen paid ratner than being f9COt'ded u intetett expense in !he --Net intet9st expense lncrnHd si .5 milion and k .5 million over 1995, during the third 
quarter and Int nine months or 1998, respectivefy. s.vn tactora c:auHd lhe c:hllnge In net 
int.,.st _,. during tho lhird - including ;,,au,.a from tho Conv- Oo01 -
(O,cploined ;,, tho paragraph abovo) and lowof ....... income, ofllot by dodinos from -



t:,nnapal balances and lower rates on floating rate debt The lower interest mcome ,,.,-as 
pnmanly the result of a new money order agreement The new agreemen1 eliminates interest 
income tram the funciino arran\jement: however, it pro111des lower cost or gooas 3nd operating 
costs, Which w,11 more than offset the impact of the lost interest. While the Company exc,eca 
interest expense 10 remain relatively flat for 1956, interes: income ,s ellpected to dec!1ne 
approximately $6 mdhon 

Approximately 33% of 1:ie Company's debt contains noating rates, wnJCh had a weighted 
averai;;e 1nteres1 rate of 5 75% lor the tn1rd quarter and 5.86% for tne first nine months cf i996 
ver~us 6 53%. and 6 71 % lcr the same time penods ,n 1995 In eat1y 1996, tl'le Company 
reCuc.eil its e•posure to shon-tenn fluctuat10ns 1n rates on a subs1ant1al pottJOn of its floaung 
rate bank det11 by sele~ng six-month and one-year LIBOR matunties at favorable rates rather 
than the snorter terms 11 has selec:ea ITT the past 

LIQUIDITY AND CAPITAL RESOURCES 

The ma,onty cf tne Ccmpany"s wonunc;i c;a~1?al 1s prov1<:ea from three sO\Jfces ij ca~n 
flows generated trcm its oceraung ac"Jv1t1cs. 11) a S400 milOon commeroal paper facility 
(guaranteed by lto•Y-Jl(aeo Co . l td ), ano m) shcn-term seasonal bcrrowings or up to 
$ 150 million unCle r its rev'>lv1ng a ec11 fachty The Company ti.fieves tnat operating adMties 
coupled witn a•,a1lac:e ffl<lrt• lerm ·NOnting c.ap,1al fac.hties will provide sutfic.:ent liquidity to fuid 
current ci::craung and cap,tal e•c,eru:111 .. re programs as weh as to Hrvice debt reqwrements. 

On Novemoer 22 19S5, t'1e Comi:,any complete<:! a teneer offer fer 40% of tne face valJe 
of botn 11s 5~ First Pr:cn:-1 Senter Subordinated C►. bentures due Cecemter 15, 2003 
(S180 6 mdhcn) ,tnd 4 1f2°"o Seconc: Pnont-1 SefUOf Subordlf'lated Debentures • Senes A 
(582 - m1IU0,:) CluC' Ji..r.e i5, 2004 (cc 1Jectiv el1. tne "OeoenMesj u ocer the terms of tne 
otter. tne fW'lal eleanr,i; pnces were 5840 and S 88 to: tne 5% and 4 1/2% O.benrures. 
respecw ely, s:ier s,.ooo f3ce amouni. resulting ,n a casl't outlay Cly tne Company of 
S216 7 million 

o finar ce the pu:rc.'1ase or ll"e Decentures u,e Com;:ar y 1ss1..ec S~OO million in 

Convet11tlle Cect to llo- fckaco Co . Lid . and Seven-Eleven Jas:ian Co • Lta . tne 10 nt owne-rs 
of IVG H01e1no Company, wn1cr, ,s the Ccmcany's maionty shareholder The remaininc; 
proceecs of 583.3 m,mon were mace available fer general c.orporate purposes Th• 
Convertlb~ Oebt 1s sucorc1natea to all existing debt, has a 15-year term w,u, no amortlZatson 
and 1s convemble in10 the Company's common snares at S4 16 per Share 

The Credit Agreement c.onta1ns cer-.a1n financial and ooerat1no c.ovenants teGu1nng, 
among other :rungs, the maintenance c l certain financal ratios. including in1erest coverage, 
fixec-Charge coverage ana sen.or rndebtedness 10 earning s before 1n1erest taxes. depreoauon 
and amort1.zaoon r es1TO,c. 1 ~ covenant !evels estat:lished by the Credit Agreemenl 
generally requue c.ont1nu1rl'J 1mprovement 111 tne Company's rinanoal ccnd1tJon. 

Fer !he penod ended Septemoer 30, 1996, the Company was in comp~~ wtth alJ of !he 
covenants requarea under the Creal! Agreement, IOCludlng compliance W'lth the pnnor;al 
finanoal and operating c:ovenants (cak:ulated over lfMt latest 12-month penod) H foUows: 

• . 



Requirements: 
Min1mym M:um:!Ym 

Interest c;ov1rage• 3.22 to 1.0 2 .7010 ,.o 
F"ixld-d\ar;e coverage 1. 11 to 1.0 1.00 10 1.0 
Senk>r indebtedness lo EBITOA 3.03 to 1.0 4.1Oto 1.0 

"includes efreds of the SFAS No. 15 int,,.st payments. 

Ounng the first nine months of 1996. the Company has repaid $118.1 million of debt, 
which included $75.0 million representing ad of the quarterty inltallmlnts due in 1996 under 
lhl Credit Agreemenl, S20.6 miUtOn for prindpal payments on the Compan(s 
yen-denominated loan {sec:uted by the royalty income sn■m from itl area licensee in Japan) 
and $11 .2 million for SFAS No. 15 interest Outstanding balances at Septamblr 30, 1998. tor 
1t1e commercial paper, the Term Loan and the Revolver. wer11 S361 .1 miaion, S225.0 million 
and zero, respectively. As of September 30, 1996, outstanding letters of credit iUued 
pursuant lo the Ctedit Agreement totaled S79.4 million. 

Cash from Ooeratina Activtties 

Net cash provided by operating activities was $83.9 ,njlUon for lt1e third quaner and 
S235.3 miltion to, the first nine months of 1996, • decreue or S32.1 miAion and inaease of 
S37.8 million over the same perioJs , respectiv&fy, in 1995. The decreaseo operatng cash now 
for the third quarter resulted primanly from the timing of payments of trac!e payables and ott.er 
liabilities . The year-to--date increase in operating cash tlow was mostly due to improved 
operating performance (preVlOusty diSOJssed In the Re.suits of Operations HCtion}. 

Caoita! Exoenditures 

In Ult first nine months, net cash used in investlng activities consisted primarily of 
payments of S137 4 million for property and equipment, the majority or wNcn was used rcr 
remodeling stores, upgrading retail gasoline facilities, replad ng aQUipment and comptying wt:h 
environmental regulations. 

The Company expects to spend approximatlfy $195 million on capital improv.ments in 
199e, exdudin; leaH commitmen~. The current capital expendib.n funding wil depend upon 
tho lovol of EBITOA generated relative to fix~ a,v,ngo requiremonts. C.piQ1 
expenditures are being used to comP'9te remodels started In 1995; to remodel lbout 1,050 
odditionll stores: to fUt1llo< implomont o rotail in1onnat1on aystom; fer -- a, 
ocquisition of new 11<ns: to roplaco ~ 10 ~ ~ ,_s Ind to COfflj)ly 
will1 onvironmontal regulations. While tho Company will look al tho oconomics of ooch ,_ 
site, k ontidpatn thot k will linan<o MW S1<n cons1nJdion primarily llvough - containing 
initial i.nns of 1 s.20 yoars will1 lyl)ic:al option renewol periods. 

CIPMI ExQtnditurtJ · GfS9linl EauiDfflfOt 

Tho Company lnan ongoing costs to comply - - . - Ind local onvironmontal 
- and rogulations primarily relating 10 LWldorg,ound -. - rusn SystlOmS. Tho 
Company antld-s k will spond app,oximatoly $11 millon in 111118 on capital lmp,uvomen1a 
requroc1 to comply witn onvin>nmonta1 regulations relating to UST1, u - u -..ground 



vapor recovery equ1pmen1 a1 store loations, ano approximately an add.iticnal S2B million en 
such c:ao1tal improvements from 1997 through 1999 

Enw9nmen1al Compriartce • §tores 

The Company acc:ues for the antiopated future costs of enwonmental dean-up ac:ivrtes 
(ccns1st1ng of environmental assessmen1 ano remediation) relating to C!etected releases of 
regulated substances al its llllSlmg and previously owned or operateo St1ts at wt,ic:t, gasoline 
has been solo (1nelucing s:ore s11es ana other faolities thal have been sclG by the Company} 
At September 30, 1996. the Company has an accrued llabdity of SSC.O m1lhon for sue:, 
aC".Nrtles and anoopates tnat substantially all suCh expenditures will be 1ncJffed 'Mthin the ner. 
five years This estimate 1s based on the Company's pnor expenence witn gasoline srtes ano 
its consideration of sue., factors as tne age or the 1anks. IOcation of tank sites and expenence 
with contractors who perform environmental assessment and remedial v,,crk. 

Under state re1mbursemen1 programs. the Company is eHgiblo to receive reimbursement 
fer a portion of future costs. as well as a porbon of costs preYM>Usly pa,a At Septemt:er 30. 
1956, the Company nas recorded a gross receivable of $63. 1 rrullion (a net receivable of 
SS 1 3 mdllon after an allcwar.ce cf S 11 8 mdllcn) fot u,e esumateo p,obable state 
reimbursements There 1s no assurance of the liming of tne rece1p1 of -state reimbursement 
fune!s, t".owever, Dased on its expenence. the Company u:pects to receive the ma,onty of state 
reimbursement funC!s within one to four years after payment of eligible assessment and 
remediation expenses, assuming that the stale adm,mstrative procedures for pr:xessu,g suc."i 
reimbursements have been fully developed 

The estimated future assessment and remed1at10n expenditu:es and related state 
re1m0ursemen1 amounts could cnange 1n the future as governmental r~u1~ments and sta1e 
reimbursement programs continue to be 1mplemenled er revised 

Enwqnmqnral Comphancr. . Chemical ? 13n[ 

In Oecemoer 1sea. the Company doseo its cnem:';31 manufactunng taohty 1n New Jersey. 
As a result, the Company is reqweo 10 conduct enw cnmental rerr.ediallon at the facility and 
nas aCO'\JeO a liabd,ty for this purpose. As required. tne Company has submitted a d ean-up 
pt.an to tl"le New Jersey Department of Enwonmenlal Prolecbon (the "Sta1e1. whtcn provides 
for remediation or the site for approximately a three,. to five-year penod, as well as continued 
grounawaier uealment for a pro1ected 20-year penod 'Mlde the Company has received iMlaJ 
comments from the State, the dean-up plan has not been finalized. The Company nas 
recorded Uabtlit.ies represenbng its best estimates of the dean.up costs of $38.9 m Ilion at 
Septemcer J 1) , 1996. Of this amount, S30 1 minion was induded in deferTed credits and ctr.er 
liabilities and the remainder in accrued expenses and other l~lities. In 1991 , the Company 
entered into a settlement agreement with a large chemical company that formerty owned the 
faolity. Under the settlement agreement. the former owner agreed lo pay a substantial portion 
of the d ean.up costs descnbed above. The Company has recorded a reeeiv:able of 
S21 .S m,Uion at September 30, 1996, representing tne former owner's portion of the clean-up 
costs. 

None or the amounts related lo environmental liabdities have been discounted. 



PARTU. 

OTHER INFORMATION 

hem 1. L•I Procffd/ngs. 

There are no reportable suits or proceedings pending or threatened against the Company, other than as previously repor1ed. 

h•m e. Exhibits •nd R•ports on Form 1-K 

(a) Exhil>it.,; 

1. E.fflibit (3) - Bylaws of The Southland Corporation as Amended 
April 24, 1996. . 

2. Exh'.b1t (11) - Statement re Computation of Per-share Earnings. 

Exh;bft (15) - Letter re Unaudited Interim - tNndal Information. 
Lener at Coopers & Lfbranct LLP .. 
Independent Accountants. 

4. Exhibit {27) - Financial Data Schedule. 
Submitted in electronic format only. 

{b) 8-K Repons: 

Ounng the third quarter of 1996, the Company filed no repons on Form 8- ►t 



SIGNATURES 

Pursuant to the requtrements of the Securities Exchange Ad of 193A, the registrant has 
duly caused this repo.1 to be stgned on its behalf by the undersigned thereunto duly 

authorized. 

Date: October 31 , 1996 

Date: Octobef 31 , 1996 

11 

THE SOUTHLAND CORPORATION 
(Rogl11ranl) 

Isl Clark J MftthfWS II 
(Qfficar) 
Claltl J. Mallhews, II 
President and Chief Executive Officer 

Is/ Qon Thomas 
(Principal Accoun1ing DII\COf) 
Donald E. Thomas 
Controller 
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EXHrerr11 

THE SOUTHLAND CORPORATION AND SUBSIDIARIES 

STAT!M!HT RE COMPtlTATIOH OF Pf.R.sKAR! eARNINOS 
fin thovunds. Uc.pl pet..tl.,.. datl) 

CALCULATION OF !ARNINOS PER COMMON SHARI!! 

Nec••mings .. 
Add m,.,.., ori Convntlbt• o.ot, Mt ol tu 
Nlll .. m,ng1eppficaOletoc:o,r-.rnon 

1todl and .,quivei.nts outitandilWjl 

W~gl'lt.t 8\1-1111• num.Dtt ol comr,on sharn 
OU'lltl~tng 

Wti9l'lled 9Ytr■g• numNI' or ccmmon tl'larn 
b1ueble upon conv-1110n ol Conv9ftible Del 

OihruYe effKt of ltoc:k optJOn1 aft« appltcabon 
ol trn 1ury stock method , • • . 

W-s!M.ct av«19• numt>« ol Ct1tnmon sl'l■rn 
and .,qurva1.nts out11ancfmg 

N.-t ••ming, P4f CO'Tlmon lf'llr• l :ld ~uivllent1 
(PrttneryendFullyO,lultd:) 

Thl'N MCM'!Ctls Nine Months 
l!!ncNd!!ftiM!b!!.JO, ttlded!!e!!!!!lwJO. 

-----1!!!..__ __l!!!,_ --1!!!,_ ----1!!!_ 

S 37.NIS S Cl ,547 S 73.542 S 85,'43 
~ __ ._ ~ --·-
~ ~ .!........!!.m. .!....!!a 

72.1 12 

409,m 

72,112 

<00,m 

__ ._ --·- ---··-___ ._ 
_m.a-2.m..~-2.m.. 
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IC90Pers 
&Lybrand 

Securities and E.\change Commission 
450 Fifth Street, Northwest 
Washington, D.C. 20549 
Attention: Document Control 

Re: The Southland Corporation Form 10-0 

I 
C:00,.. I L,...,.,._ LU. 

-~--

We are aware that our report dated OctoDer 24, 1996 on our review of the condensed 
consolidated balance sheet of The Southland Corporation and Subsidiaries as of 
September 30, 1996, the related condensed consolidated statements of earnings for 
the three-month and nine-month periods ended September 30, 1996 and 1995, and the 
conaensed consolidated statements of cash flows for the nine-month periods ended 
September 30, 1996 and 1995, included in this Form 10-Q, is incorporated by 
reference in the following registration statements. 

On Form 5-8 fo~ 

Post-Effective Amer.dment No. 3 lo The Southland 
Ccrporatlon Equity Participation Plan 

PosI-Eff~ive Amendment No. 1 to The Southland 
Corporation Grant Stock Plan 

The Southland Corporation 1995 Stock Incentive 
Plan 

Registration No. 

33-23312 

33-25327 

33-63617 

Pursuant to Rule 436(c) under the Securities Ad of 1933, this rapon should not be 
consideroo a part of the registration statement prepared or certified by us within the 
meaning of Sections 7 and 11 of that Act. 

Dallas. Texas 
November 4, 1996 

COOPERS & LYBRAND LLP. 

T .. l 
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PART I 

ttem 1. BUSINESS. 

GENERAL 

The Southland Corpora11on ("Southland; the ·companf or ·Reg1strann , conducting 
business pnnc,pally under the name 7-ELEVEN. 1s the largest convenience store Chain 1n lhe 
wortd . with almost 15,400 Company-operated, rraneh1sed and hcensed loc.allons worldwide, 
and 1s among !he natJon's largest reta ilers 

The 7-ELEVEN lrademark has been registered since 1961 and 1s well know:, throughout 
the Umted States and 1n many other pans or the world. The Company beheves that 7-
ELEVEN 1s the leading name ,n the convenience store industry Notwlthslanding ,ts 
d1vest11ures ol stores and other businesses since 1987. the Company remains geographically 
diversified The Company has. over the past several years, implemented ,ts strategic plan to 
divest all 115 non-convenience store operations. and has tnmmed ,ts store operations by 
consohdal!ng ,ts efforts ,n certain ma~et areas and by dosmo less profitable st0<es 
Convenience re1a1hng 1s new tne Company's only business locus 

The Company. with executi"e offices at 271 1 North Haskell Avenue, Dallas. Texas i5204 
(teleprione 214/828-7011 ) was incorporated 1n Texas 1n 1961 as the succe::iOr 10 an ic.e 

business organ1zeo 1n 1927 Unless the conte.c.t otherw,se requires, the terms ·company: 
·southland" and "Reg,stran!" as used he,e,n 1ndude The Southland Corporalton and 11s 
suos1d1unes and predecessors In 1995. Southland's operatJons (for finanoal reporting 
purposes) were conducted m one business segmenl the Ooerating and Franchising of 
Convemence Food Stores 

At December 31 . 1995 the Company's operations mrJudeo 5,361 7-ELEVEN conven.anc.e 
stores 1n the United States and Canada 19 Htgh's Dairy St0<es and 44 Ouik Man ana 
SUPER-7 high-volume gasohne outlets wtth m1m-conven1enc.e stores The Company also has 
an equity 1nteres1 1n 220 convenience slores 1n Mex,co (almost all of wtuch are now using the 
7-ELEVEN name) Area hcensees, or their franehtsees. operaie add1t1ona1 7-ELEVEN stores 
m cena1n areas of the United States. 1n 18 f0<etgn countnes and the US temtones of Guam 
and Pueno Rico As of the end of 1995, the Company has an equity interest ,n three ol the 
licensees whose area licenses cover stx foreign countnes and Pueno RICO 

Dunng 1995. the Company continued to focus on its business concept ot providing 
supenor serv1ce to its customers through better merehand1smo. with rtem-by-item control of 
inventory al eaeh store. emphasizing the importance of O<dering the nght products. on an 
1ndw1dual store level, to rema,n in stock, at all t,mes. on eaeh part,c:ular stOf'e's best-selling 
11em1 Through proper ordenng and succenful 1mplementat1on of other store functions. the 
Corr pany conlinues to work. toward providing convenience-orientE'd customers wtth the 
SPEED. QUALITY. SELECTION. PRICE and shopping ENVIRONMENT that wtll give the 
Company a sustainable compet11Jve advantage 

THE RESTRUCTURINGS. In 1987 the Company was finanoally restructured through a 
leveraged buyout (the "LBO") and ,n October 1990 filed a voluntary bankruptcy pelitK>n under 
Chapter 11 of the US Bankruptcy Code In Mareh 1991. the Company emerged from 



bankruptcy with a S430 m1lhon mlus1on ol capital from its new ma1onty owner IYG Holding 
Company, which 1s 1omlly owned by llo-Yokado Co . Lid ("llo-Vokado") and Seven-Eleven 
Japan Co . lid ("Seven-Eleven Japan"), both Japanese corporations Seven-Eleven Japan 1s 
!he Company's largest area licensee. operating over 6,200 7-ELEVEN stores 1n Japan and, 
1hrough ,ts wholly-owned subs1d1ary Seven-Eleven (Hawa11). Inc . 46 7-ELEVEN stores 111 
Hawau 

On February 21 , 1991 , the US Bankruptcy Court for the Northern D,stncl of Texas issued 
an order (the ·conf1rma11on Order") confirming !he Company's Plan ol Reorga01za11on (the 
"Planl and on March 4, 1991 , the Confirmation Order became final and non-appealable (See 
"Legal Proceeding!.,· below ) The Plan provided for holders of the Company's !hen 
ou1s1and1ng debt and equity secuni,es (the ·otd Secunt1es") to recel\le new debt secunties, 
common stock and. m certarn cases. cash, 1n e.-:change for their Old Secunt,es and, pursuant 
10 a Stock PurchJse Agreement, for \lo-Vokado and Seven-Eleven Japan lo acquire 
approximately 70% ol the Company for $430 mdlion in cash In dddihon, among othe: things, 
the Plan prov1aed !or the amendment and restatement of the Company's Credit Agreement 
w,th its Sen,or Lenders (the ·credit Agreement") and for the Company to effect a one-for-ten 
reverse stock split or ,ts common stock (the "Stock Sphn The :losmg (the ·erasing•) under 
the Stec~ Purchase Agreemenl (the "Stock Purchase Agroemenn. oc.curred on March 5, 
1991 , and the Company issued 286,634,619 shares of common slock, S 0001 par value (the 
·c.ommon Stock1, to IVG Ho!ding Company, a Delaware corporauon, J01nUy owned Dy 
Ito Vokado and Seven-Eleven Japan. and received $430 m1lhon ,n cash In connection with 
the Closing, the Compan~ entered into a Shareholders Agreemen t, a Wa(Tant ;greement and 
Employmenl Agreements wilh the Thompsons (descnbed bek>w, see ·Other lnforma11on About 
!he Company1 

Pursuant to the Plan. holders ot the Company's Old Secunlles were entitled to exchange, 
until March 5, 1993, their Old Secunues tor new debt, equity and in some cases, cash, and 
newly issued warranls (the "Thompson Warrantsl, exero sable at S 1 75 per snare (until 
February 23, 1996) to acquire certain shares of common stock ow:ied by the Thompsons and 
cenatn other holders of the old common stock (the -Warrant Shareholders"), pursuant to a 
Warrant Agreement with Wi1m1ng1on Trust Company as Warrant Agent (the -Warrant 
Agreement") 

THE PURCHASER IVG Holding Company, a Delaware corporation (the "Purchaser" or 
"IVG"). 1s a JOtnlly owned subs1d1ary of llo.Yokado and Seven-Eleven Japan. formed for the 
speot1c purpose or purchasing the Common Steck of the Company pursuant to the Stock 
Purchase Agreement lto•Yokado owns 51 % and Seven-Eleven Japan owns 49% 
respectively, ol IVG 

lto-Vokado llo-Yokado 1s among the largest retailing companes in Japan Its pnnopal 
business consists ol the opera11on ot 155 superstores that sell a broad range of food clothing 
and household g:>0ds In addition, its actJv1t1es include operating iv,o restaurant cha1N do,ng 
busmess under the names "Denny's· and ·Fam1r and a chain of supermarkets All of 
lto•Vokado's operations are located ,n Japan ellcept '°' some hm11ed purchasing aC'Vlttes 
Pnor to 1990, llo-Vokaao had no alfl11abon with the Company, other than through 11s maionty­
owned subs1d1ary, Seven-Eleven Japan (see below) which 1s the Company's area hcensee 1n 
Japan In 1990, in adchllon to entenng into the Stock Purctiase Agreement. lto•Yokado 
provided the Company with much-needed 1ntenm hquldity through a S25 minion term loan 



a°greement Tn1s term loan. plus mterest. was repaid on Maren 5, 1991 In add111on, ,n 1992 
110-Yokado guaranteed the Company's S400 m1lhon commercial paper facility and in 
November 1995, llo-Yokado purehased $1 53 m1lhon or 4 5% Convert,ole Ouarterty Income 
Debt Secunt1es due 2010 (see "Refinancing or Cena1n Debi Secunt1es· below) issued by the 
Company 

Seven-Eleven Japan Seven-Eleven Japan ,s the largest convenience store chain In 
Japan Seven-Eleven Japan ,s a 50 3%-owned subs1d1ary of llo-Yokado Seven-Eleven 
Japan ,s lhP. largest area licensee of the Company wilh approiomatety 6,269 stores In Japan 
and owns Seven-Eleven (Hawau). Int . which as of year-end 1995, operated an add111onal 46 
7-ELEVEN stores ,n Hawa,1 under a separate area hcense agreement cuvenng that state. ln 
November 1995, Seven-Eleven Japan purchased S147 million of 4 5% :onvertible Quarterly 
Income Debt Secunties (see ·Ref1nancmg of Certain Debt Secun11es· below) ,ssued by the 
Company 

REFINANCING OF BANK DEBT. On December 21 , 1994, the Companf refinanced all of its 
remaining debt under the Credit Agreement onginally entered InI0 in 1987 The bank group, 
led by C111corp North Amenta, Inc . as Agent, and The Sakura Bank. L11Nled, as Co-Agent. Is 
compnsed of srx Japanese banks. four Amencan banks and one Canadian bank. The 
amended Credit Agreement. wtuch w,U mature at the end of 1999, PfOV1<les for a $300 mr:lion 
Ierm loan. $150 mi111on letter of credil racd1ty and a $150 million revolv1n~ credit facility. The 
term loans and any revolver borrov.,ngs carry a floaltng InterHt rale of either lhe Citibank, NA 
ba se rate or a reserve-adJusted Eurodollar rate plus .975% 

REFINANCING OF CERTAIN DEBT SECURITIES. On November 22, 1995, the Company 
issued $300 m1lhon aggregaIe pnncipal amounI of 4 5% Convef\Jble O1.arterly Income Debt 
SecunI1es due 2010 (the ·convertible Debi Sec:.mties·) to llo--Yokaoo and Seven-Eleven 
Japan The Convertible Debi Secuntles are subord,naled to all exist.mg a ebl and pay interest 
quan.er1y, ho...vever, the Company has the nght 10 defer 1nteresI payments thereon f0< up to 20 
consecutive quan.ers. The Convertible Debi SeeunlJes are c.,nvertible Into shares of the 
Company s common stock at a pnce of $4 1602 per share. subJect to adJustment ,n certain 
cases 

In addition. on November 21 , 1995. the Company successfully conduded its "Dutch 
auc11on· tender offer for 40 percent of bOth IIs 5% First Pnonty Semor Subordinated 
DebenIures due December 15, 2003 ("5% Debentures·) and 4¼% Second Pnonty Senior 
Subordinated Oebenlures (Senes A) due June 15, 2004 r 4½o/o Debentures: together with the 
5% Debentures , the · oecentures") Under the lerms of the tender offer, approximately 
$180,621 ,000 mtlhon face amounl was purchased at the final cleanno pnee of $840.00 per 
S1,000 pnnopa1 amounts for the 5% Debentures and approxima!ely $82,719,000 million face 
amount was purchased at the final cleanng pnce of $786 00 per $1 ,000 pnntipal amount for 
tl'le 4 ½% Debentures All Debentures 1endered below the final deanng pnce were purchased 
at !he final cieanng price Debentures tendered al !he final cteanno pnee were prorated. end 
those tendered at pnces above the final dearing pnce were retumed The 5% Oebenturu 
acquired by the Company tnrough the tender offer have been used to satisfy the Company's 
sinking fund obl1gat1ons for several years under the terms of thft Indenture goveming the 5% 
Debentures 



The Company received total proceeds lrom the issuance of the Convertible Debt 
Secunties of S300 m1lllon, of wtnch approiumately S217 mdlion was used to purehase the 
1endered Debentures Add1t1onal open ma~et purchases ol the Debentures may be made 1n 
the future The remaining proceeds wlll be used f0< general corporale purposes 1ndud1ng, 
101t1ally, the repayment of CUITently 0U1s1and1ng commeroal paper and revolving debt if any 

Operating and Franchising of Conventence Food Stores 

7•ELEVEN STORES On December 31 , 1995. there were 5,36 1 7•ELEVEN convenience 
stores 1nduded m the Company's cperat1ons and 625 stores (m the United States) operated by 
area lic'!!nsees Such stores are operaled pnno patly under the name 7-ELEVEN and are 
located 1n 41 states. the Chstncl of Columbia, ano five provinces of Canada Ounng 1995. the 
Company ope'led 22 convenience s10res (of which 11 were rebuilds or relocattons ol ex1sllng 
stores) and d osed 228 convenience stores, due to changing ma~el pattems. lease expirations 
and lhe cJos1ng of selected stores thal were not profilable 

The Company's convenience s:ores are extended-hOur retail stores, empnas1Z.1ng 
convenience to the custoMer and providing fresh lake-out foods grocenes and beverages. 
gasohne (al about 2.000 stores). dairy products non-food mercnand1se. speoalty ttems. 
cart3m finaocial services lottery ttckets. and 1naden1a1 serv.ces Generally. the Ccmpany's 
stores are open every day c l the year and are located in neighborhood areas. on main 
thoroughfares. 1n shopping centers. or on other sites where they are eas11y accessible and 
have ample parking laohties for quick in-and-out shOpping Stores are generally from 2.400 to 
3 100 square feet 1n size and carry 2,300 to 2,600 items The vast ma1or1ty of the stcres 
operate 24 hours a day The stores attract earty and late shoppers. lunc:h-time customers, 
weekend and holcday sheppers and customers whO may neel3 only a few ,tems at any 0ne tme 
and desire rapid ser,11c.e The Company ha.s t>een emphasmng ,ts new product "nlX and 
ex.pandir:g Its selection of higher quallty fresh foods and 1s expenmentmg With other 
merc:hand1smg 1MOvat1ons to encourage eJUsbng customers to 1naease their shopp,ng 
frequeney and to enhance the stores appeal 10 new customers The Company has also taken 
• new approach to prov1d1r,o fresh food merc:hand!se 10 the st0<es. 1t1rough the tntroductJOn of 
datly dek•,ery of lresnly made sandwlcnes and bakery products from comm,ssanes and newty 
opened baking faol1t1es 0pera1ed 10 serve only the needs of 7-ELEVEN stores Wltn such 
products as well as many oltlers now 0e1ng o,stnbuted in several martii.ets from local area 
combined d1stnbution centers thal serve only 7-ELEVEN stores In adcht1on, there has been an 
ITTC1eased rocus on novelty and seasonal 11ems 10 spur impulse Duy,ng and st0<es are being 
tunner encouraged to introduce 11ems !hat are new to the maf\et, or new to convenience 
stores 1n order lo encourage customers to snop in 7..fLEVEN stores frequently 10 see the 
c.ons1antly updated array of new 11ems ,n !he s10<es, whicn are destgned to appeal to a broader 
rru, of customers 

Su0s1ant1ally au con..,en,ence store sales are lor cash (1ndud1ng sales fo, whicn Checks are 
accepted) atlhough ma,or eteo1t cards along With the ·Citgo Plus· credit card, are accepted 1n 
most mat1le1s 10< purchases of botl'I merc:hano,se ano gasoltne Credit card sales cuITently 
account IOf appro:.:,mately 6 a;r. of sales 1ndud1ng gasot1ne 

REMODELING OF STORES. Ounng 1995 the Company c.ontinued tne most extensive 
remOClehng 1n ,ts history By the end ol 1995 appro,omately 4,100 slores hao been remodeled 
10 conform to the new store ,mage The Company anttapates ina1 appro .. 1mately 1,100 



aaa1t1onal stores wlll be remoae!ed 1n 1996 The remodeled stores have inaeased 1n1enor and 
edenor hghtlng wiaer aisles sMpper-fnenaly aisle manters, IO'Ner shelf heights to help 
shoppers IOcale tlems faster less duttered aisles and coun1ers. upgraded gasoline 1slana 
equipment, and a new tn-stnped ex1enor store facade that replaces lhe mansard roofs of many 
e1us1ing stores In add111on dosed c.ircu11 TV cameras have been added at the remodeled 
stores as a further secunty upgrade The remodeling process has been greatty sl/eamhned to 
be less disrupt1Ve of the store's business and 10 focus on the changes It-at cus1omers notice 
and aporeoate most. such as bnghter lighting and more user-fnendly store layouts 

MERCHANDISING Dunng 1995 the Comoany further intensified ,ts locus on better order 
forecast ing 10 avoid lost sates opponuni11es caused by out•of-sloek cond1110ns Through case 
studies and other examples. the enhre field orgamza11cn has been kept informed on ways lo 
1den11fy and uack each store's best-sen;ng items 1n each product category Store employees 
are responsible for placing orders with a view toward forecasting the demand for the highest 
selhng items 1n the slore. based on speof.c local cond1bons 

Eaeh store·s merchana1se 1ndudes a selection ot core 11ems as well as optional ,terns 
selected Dy U,e 1nd1vtdual store operators to meet their custome·s local needs and 
preferences Ounng 1995, the Company continued to expand its se~on of seasonal and 
novelty items, taking advantage of each hohday or ouier identifiable event (such as graduation 
time. start of the football or baseball season. etc ) with a preplanned mui: of merchandise made 
available to tne stores on attractive end cap mercnand,sers in an11apat1on of possible impulse 
or last-minute shopping at sueh times as Valentine's Day. Easter, Mother's Day Halloween 
and Chnstmas In add1hon. lhe Company devoloped promot1ons that were lied 10 both tne NFL 
footba!I season and the NHL hoekey season using novelty 11ems 1n the stores, supported by 
rad10 and pnnt media advert1srng 

Ounng 1995, as part of the Company s new merchand1s1ng focus, t:etween 20 and 25 new 
11ems were made available to the stores eaeh week Store operators were encouraged to try 
new 11eml and, through case-study upenments. store operalors were able to see tt.e 
1ncremen1at benefits denved by otfenng the new items 1n the stores 

In ad111Jon dunng 1995 the Company continued 10 implement 11 s everyday-fa1r-pnce 
s11a1egy, which m1mm12:es d1scount1ng. but lowers pnces on some ,terr,s to provtde consistent. 
compe11twe pnces throughout the store The Company 1s applying a more nex1ble approach to 
pna ng on different products in different markets. while wofk1ng with !.uppbers to find ways to 
lower costs lo the Company, so that any saving s can be reflected ,n tne pnce to tne customer 

NEW PRODUCTS Fresh Foods and Food Products Ounr'lg 1995, tne Company 
continued its 1M1at,ve 10 introduce mOfe fresh food products of a higher quahty into me stores 
Daily dehvenes are being made of sandwlehes salads, breaktas1 items and fresh-made 
pastnes - all items marketed under 7-ELEVEN's propnetary DELI CENTRAL and WORLD 
OVENS brand names Under this 1n1hative, 7-ELEVEN ahgns itself with local bakenes and 
·1otcnens· or comm1ssanes These companies prepare food to 7-ELEVEN's speaficabOns 
exdus,vely for the stores and have the produci dehvered ,n the exact quanllties ordered by the 
stores through lne combined distnbullon center program (see · o.stnbut10n. Fresh Products; 
below) 



By the end of 1995 tnere were four c.omm1uary lac11t1es prov1d1ng fresh-mace foods 10 
the stores One commissary. operated by Prime Oeh CorporalK>n 1n Dallas. Te;ras provides a 
wtde range of fresnly prepared food to appro,omalely 228 stores In late 1994 wn e help ol 
The Pillsbury Company. WORLD OVENS fresh bakery proaue1s were de',eloped ana 
rntrO(luc;ed 10 7-ELEVEN stores 1n Teus These h1gl\--quahty products are propnetary to 
7-ELEVEN ana are manufae1ured 1n a new bakery lac.d1ty JUSI outside Dallas speof1cally 
opened and operated 10 serve 7-ELEVEN's needs The commissary 1n Austm. Texas. wn1cn 
has been operating s1nc.e 1992. has begun testing new propnetary sandW1Ches and breakfast 
~anctMChes 1n 1ne Ausbn area 

In adcN1on dunng 1994 food produC11on began from a newly ~u1I: commissary fa tillty 
(Fresh to Go Fo0<1s) 1n the Ptuladelph1a/New Jersey market area t1·a1 produces lrHh food 
items for approt 1ma1ety 400 franeh1sed stores 1n mat mar1<.et area The area served by this 
facility W1II be e,panded 10 1nciude the Bat11more area dunno 1996 Another comm,ssar1 1s 
also serv1ong approximately 160 lranc.h1Hd stores 1n !he Long Island New York marir.et area 
In add1t10n. WORLD OVENS product s are also bt11ng supphed to stores 1n tne 
Philaa'!lph1a/New Jersey marir.et area from a bakery faollty in Baltimore In late 199S, the 
Company signed a commrssary agreemenl ror pans ol Denver and surrounding areas The 
Company 1s also 1n the process or r1nahz1ng arrangements for add1t1onal c.omm1ssanes and 
bakenes 1n 1996 covenng mark.els 1n pans of Cahlom1a. V11g1ma. Baltimore Washington. O c . 
Chicago. Denver, Colorado Spnngs. Tampa and Ortando The Company plans 10 have the 
DELI CENTRAL ana WORLD OVENS products 1n almost alt ol 11s s1ores W1lt11n a few years; 

Through tne use ol the comm1ssanes and other suppbers. several new categones of fresh 
food producis were added 10 the cold sandwtc.h fOOd otlenngs 1n 1995 1n selected areas of tne 
country 1nciud1ng ethmc prO<lucts. sue,, as Me.c.can 11ems, umque not sandW1Ch offenngs, new 
salads. lresh bagels and prepared fn.ut and vegetable produces. as wen as afternoon pastry 
produC1s, sueh as cookies and brownies Over 200 new fresh food items were introduced 
across the country and these new products accounted for a !t1gmficant portion of the growth 1n 
lhe fresh food ca1egory 1n 1995 In add1t1on, several new lines of s1gna1ure produC1s are being 
tested 1n va11oos areas. mciud1ng Tenyaki Rice Bowls and unique signature sandW1cnes sucn 
as Ch1~en Focacaa and Chtc.ken Caesar P11a 

Propnetary products were a t>1g pan of the Company's 1rntla11ve to offer l"l1gher quality 
food and beverage selectK>ns. wtlh the Company conllnuing to e1Cpand its corporate brand 
QUALITY CLASSIC SELECTION spnng water and soft dnnks wtth tne addition of flavored 
teas, new pacitages like a one-Mer spons bonle for lhe spnng waler and sparkhng waters 1n 
some marir.ets QUALITY CLASSIC SELECTION was taunched 1n Canada 1n 1995 

In the hot beverage area. as a complement 10 promo1mg ,ts ever*poputar 7-ELEVEN 
coffee , the Company continued 10 emphasize its own propnetary regular and sugar.free CAFE 
SELECT line of gourmet-flavored coffees, hOI Chocolates and cappuCClflOS, wh,ch added h0I 
beverages that had appeal throughoul lhe day, m addition to the traCrtK>nal peak mom,ng 
coffee hours Approximately 95% of 7-ELEVEN stores offer the new hot chocolate and 
c.appucano products 

Non-Food /rems 7-ELEVEN atso con11nued rl s emphasis on stay,ng aheaa of us 
competitors by providing a selection of non-food seMces, such as the continued aggressrve 



marketing of branded prepaid telephone cards for long d1s1ance service. The prepaid 
telephone cards. wtuch were ong1nally introduced In November 1994. now indude colledors' 
senes and 90-mmute vanelles Dunng 1995, the Company became the larges! retailer of 
prepaid long distance telephone cards In the U S , using extensive advertising and prcmolions 
like 11s 7-ELEVEN NFL Quarterback Colled1ble Phone Card By year end over 5,000 stores 
were selling the 7-ELEVEN PHONE CARDS for prepaid long distance calling 1n 15-, 30-, 60-
and 90-minute mc,emenls In 1995, 7-ELEVEN sold over 3 million cards The Company 
e1tpects to introduce the 180.m1nu10 card , and two collector senes cards. 1n 1996. and to 
continue lo seek expanded sales 1n the burgeonmg phone card market. 

The Company also continued 10 Install more automatic teller maehmes 1.ander ,ts 1993 
agreement w,th Elec1ton,c Data Systems Corporation (9EDS") and continued ,ts ATM program 
with other vendors. as well By year-end there were approKimately 4 ,600 ,O,TMs 1n 7-ELEVEN 
stores around the U S as well as 350 machines In 11s Canadian store5. EDS pays the 
Company a fla t fee per month per A TM as welt as transaction-based fees dependent upon the 
number of transactions per month Dunng 1995, A surcharge (a fee chnrged by the A TM 
O'Nnerloperator) added to each A TM transacuon was tested in markets ,n Callfom1a and 
Nevada, as well as other areas A portion of the surcharge Is shared w,!h 7-ELEVEN. resulbng 
1n s1gnif,cant growth m income from thi s category EDS plans to continue the surcharge rollout 
1n 1996 

Tne Company 1s one ol the nat,on's leading relailers or money orders and, 1n 1995, began 
upgrading the money order processing eqU1pment 1n the stores 1n an ertort to make this 
product e·,en more appealing to CU'Stomers and lo make 11 easier lor sto<e operators to provide 
a more efficient and faster 1ransad10n, sat1sfy1ng the needs or the convenience shopper 

The Company conhnued to focus on adding new and popular seasonal merchandise and 
1n May introduced a new selection of 36 styles or sunglasses with the sophisticated look or 
cena1n very expensive brands · bu! at extremely reasonable pnces Eighty percent of rhe 
stores participated and ordered the new display which hold5 18 pairs of s.unglasses As a 
result ol 1h1r new program. sunglass sales were up 94% 1n 1995 over 1994 

GASOLINE In 1995, the Company sold over 1 4 billion gallons or gc1sohne at retail a1 
appro1umately 2.000 7-ELEVEN slores and Olher Southland self-serve outlets The Company 
moMors gasohne sates lo mam1a1n a steady supply or pellOHtum products to the Com::,any's 
stores to determine compel11Jve retail pncmg, to provide the appropna1e product mix 11 each 
1oca11on and to manage mventory levels. based on market conchbons Ounng 1995. the 
Company con1tnued its program to upgrade the gasohne pump area ol the stores.. by 1dd1ng 
canopies and new equ1pmen1 Appro,umately 900 stores ere n<NJ equipped 10 accept etedit 
cards for the purchase or gasohne at the pump, which makes gasoline sh0pp1ng al 7-ELEVEN 
stores even more convenient for the a ed1t customer Almost all of the Company's stores otter 
CITGO-branded gasollne 

During 1995, the Company discontinued the sate or gasoline at approximately 56 locatJOns 
(due '" many cases 10 the dosing or d1vest1ture of the enllfe store, With tne others ehm1natea 
due 10 the s1rateg1c decision to d1scon11nue the sale or gasoline al the part1CUlar k>cabon) and 
may d1scont1nue gasoline sales al about 30 add1t10nal k>cations 1n 1996 In 1995, the 



Company assumed respons101hty '°' gasol+ne operahons at 45 loca11ons where the ga.soline 
faahtles had prev,ously Deen operaled by t ud panies 

The Company has a long-term producl purc.hase agreemenl wilh CITGO Peltoleum 
Corporation rc,1001 under w 1cn Southland purehases substanhal!y all its U S gasoline 
requirements from Citgo at ma0!.e1-rela1ea pnces through the year 2006 

Holders of the ·Citgo Plus· tred,t card can use the cara to finance purchases of gasohne. 
as wen as 01her merthand1 se. at 7-ELEVEN stores Al year-end there were more than 1 3 
mdhon active ·c 11go Ptus· credrl card accounts 

DISTRIBUTION. Fresh Prodv-:t~ To furtner faahtate the sale or fresh products 1n the 
stores , tne Company continued to roll-out its combined d1stnbut1on program through the 
strateg,c alliance with companies thal speo alize 1n d1stnbut1on These :turd-party d1str1but1on 
companies provide d1slnbut10n and cross-dock faohbes wher8 the oroducts of multiple 
vendors. many of whom formerly dehvered directly to 7-ELEVEN stores themsetves. are 
comb,ned to make one delivery lo the store This enables the s101es to rece,ve daily 
sh1pme:its ol products where fresnness 1s paramount and avo,ds the ,nconvemence of multiple 
daily dellvenes 10 the stores by several vendors By the end of 1995. 825 stores u1 Texas 
Long lstancs. Philadelphia and New Jersey were rece1v1ng daily dehvenes of the fre shest da:ry 
oroduct s. produce. packa!jeO baked goods. bre3d products and even products hke fresh•CUI 
flowers. through 7-ELEVEN's combined d1stnbut1on center r COC1 program In 1994, the 
Comoany en1ered into a five-year agreemen1 with E A Sween Company for E A Sween to 
provide 01s1nbullon services lhrough opera110n of (1) a CDC raallly .n the Dallas/For1 Wonn 
area to serv1ce approximately 250 stores ,n that area and (11) a CDC faol,ty ,n the Austtn 
market area 10 ser.uce approximately 50 slores 1n thal area lnciuded In the ptoducts 
d1s1r,buted through fhe CDCs are thOse produced by Pnme De11 Co·poralJOn lrom 11s 
commissary and the WORLD OVENS products from Southbury Bakery, both in the Dallas 
area. and products from the commissary faahly 1n Austin which has now been open and 
servrng 7-ELE.VENs since 1992 As of yoar-end 1995, there were COCs operating 1n Dallas 
and Austin. Te•as. in New Jersey (serving the Philadelphia/New Jersey ma~ et area) and on 
Long lslarid, New Yor'I( The Company plans to funher align r1self with addrt10nal CDC faal11y 
operators in 1996 m Tampa and Ortando, FJonda. Long Island. New YOfk. Denver and 
Cok)(ado Spongs, Colorado. the southern Maryland/nonhem V1rg1nia market, 1ndud1ng 
Washington. DC . and in San Jose. Cahtom1a. and 1s 1n vanous stages or finahzing 
agreements with several optHators who will PfOv+de the d1stnbut,on services covenng each of 
these new areas 

In add11Jon. the Company expenmented 1n 1995 with u11llz1ng the dehvery capab1llt1es of 
the Dallas CDC lor perishacte items 01her than food Fresh-cu1 flowers. 1ndu01ng roses, are 
now being d•stnbuled by the Dallas CDC 

Waruhouse Products • The Company continued to utilize the d1stnbullon services of 
Mclane Company, Inc . pursuant to a ten-year con1tac1 entered into in 1992. for dehvery of 
warehouse products 10 all of the Company's corporate stores and those franchise stores lhat 
ulilrze Mclane tor d1slnbut1on services Mcl ane se/'\les Southland usmg two former Southland 
d1stnbu11on centers and eight add1t1ona1 d1stnbu110n centers throughout the country The 
Company has worked with Mclane to m1mm,ze out-of-stock concht10ns and to an,st Mclane 10 
be 1naeas1ngly responsive to 1nd1v1dual store's needs 



Most franchisees are required only to carry merehand1se of a type, quality, quantity and 
variety consIslent With the 7-ELEVEN image E.ii:cept for consigned mert.t1and1se and tertlln 
propnetary items. franchisees are nol required to purchase merchan<hse from the Company or 
vendors ,t recommends, or to sen their merehand1se at pnces suggested by the Company 

SUPPLY AGREEMENTS In connec1Ion with the sale ol the Company's Reddy Ice and 
Daines Group d1Y1sions, both ,n 1988, !he Company entered ,nto long-term contracts 10 
purchase the producis h1stoncally supplied to the Company's stores by suet, divested 
operations Although the Reddy Ice contraci e,11;pIred by its terms ,n May 1995, the Company 
has con1mued to buy ice from Reddy Ice 

PRODUCT CATEGORIES The Company does not reCOfd sales on the basis ol product 
categones However, based upon the total dollar vo•ume of store purchases, management 
est,mates that the perantages of rts 7-ELEVEN convenience store sales ,n the UnrteJ States 
by pnncipal product categones for !he last hve .,ears were as follows 

Ye,rs fnded O.Cember 31 
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LOCAL REGULATIONS In cenain areas wnere stores are locaited, state or k>caS laws 
hm,t the hours of operabon or sale of certain p,oducts, most significantly alcoholic beverages. 
tobacco producis., possible 1nhalan1s and lottery tickets State and local regulatory agencies 
have the authonty to approve, revoke. suspend or deny apphc.ations for and renewals of 
perm,1s and licenses relallng to the sale of these prodUCll or to seek other remedies In most 
states. such agenoes have d1scret1on to determine 1f I ltcensff Is quahfted to be ltc:ensed. and 
denials may be based on past noncompliance With appk;abltl staMes and regutnons as welJ 
as on the involvement of the licensee In cnminal proceedings or activrties 'M"lteh m sUd\ 
agencies· discretion are determined to adversely renect on the lteensee·s qualificltJOns Such 
regulat.1on 1s sub1ect 10 leg1slatr, e and admInIsttatwe Change from time to time 

Since 1984, the Company has had in place an extensive program entitled COME OF AGE.. 
to tram store personnel In the laws relating to the proper handling and saJe of age.restncted 
procucis This training program 1s provided to all sales assooates In corporate stores and Is 
made available 10 au franchisees and ltcensees 



FRANCHISES /..I December 31 1995 2,896 7-ELEVEN sloros ._..ere operated by 
independent franchisees under !he Company's franchise program for 1ndw1duaI 7-ELEVEN 
s10res Sales by stores operated by franeh1 sees (wh1Ch are mcluded 1n !he Company's net 
sales) were appr0111mately S2 832. 131 000 lor 1he year ended December 31 199S 

In 11s franchise program lor md1v1dua1 i-ELEVEN s10res, the Company selects qualified 
apphcan1 s and trains lhe 1nd1111duals who will participate personally m operating 1ne store The 
franeh,see pays !he Company an 1ni11al fee wh1Ch 11anes by store. and Is generally calculaled 
oased upon gross profit expenence tor ine store or martir.et area, to co11tir certain costs 
mclud1ng 1ramIng an allowance lor tra11el meals and lodging for the trainees. and other costs 
rela11ng 10 the lranch1smg of 1he s1ore Uncer tne standard form ol franchise agreement, the 
Company teases or subleases 10 the franchisee a ready•to-opera1e 7-ELEVEN store that has 
Deen tu11y equipped and stocked The Company bears the costs of acqumng Iha land. budding 
and equIpmen1. as well as rnost u!J!ity costs and property laxes 

Under the standard franchise arrangement, wh1eh typically has an Imt1a! term of 10 years 
me franchisee pays for all business hcerises and permits , as well as alt in-store selhng 
e.tpenses. 1ndud1ng payroll, mvenlory and cash vanations, supohes, 1n11enrory, payroll and 
01her business ta;..es. certain repairs and maintenance and other conuollable in-store 
expenses and 1s required to m11est an amount equal lo lhe cosl oi tt',e store's tn11en1ory and 
cash register tuno The Company finances a pof11on of the cost ol business hcenses and 
perm11s and of the ,n11estrnent ,n m11entory as well as the ongorng operating e.1Cpenses and 
purchases of 1nven1ory 

Under the standard fr.snc.n1se agreemen13, currently 1n elfect. the Company !;hares m tho 
gross proht ol :he slore {ranging from 50% 10 S8°0, depending on !he hours ol store operation, 
ac:1us1ed 11 necessar, 10 assure the franchisee a specd1ed grou ,ncome bulore selling 
e.tpenses) based on an sales of merc.nand1se and serv,ces except those on wh1c.n the 
Company pays the franchisee a commrss,on (such as consigned gasohne) The Company's 
snare of gross profit called ll'\e "7-ELEVEN Charge," 1s 11s con110u111g royalty charge 10 the 
lranc.n1see for the license 10 use the 7-ELEVEN operating system and trademartir.s. for the 
lease and use ol the store premises and equipment and tor cont1nuIng services pro111ded by 
the Company These seN1ces include merthand1s1ng, advert1s1ng, recordkeeping, slore audits. 
conuactual 1ndemn1f1cat1on, business counseling services and preparation of financ,a1 
statements Olher optional services are available from or tnrough the Company for addl110na1 
lees 

Dunng 1995, !he Company continued 1estmg a new franchise agreement that pro111ded a 
three-!Jered structure for calculating the 7-ELEVEN Charge This test. which 1s hm11ea to 
Washington Idaho and Oregon, will continue, ,n those states only, dunng 1996 The 
Company has been working on the development ol a new franchise agreement with the help 
of a committee of franchisees from the National Advisory Council The Company a1t1opa1es 
lhal there writ be an ongoing process to re111se the tranehise agreement. on a penod•c basis. 
10 ensure ,t stays 1n step w,th the Company's business concept 

In add1t1on, dunng the f,rst pan ol 1996, the Company meteased 1he ua1n1ng program 
being offered for franchisees The program now consists of 7 weeks ol 1ntens1hed mttruc11on 
tn the new strategies that are being ,mptemented by the Company 
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The Company 1s also encouraging e.-.1st1no successful franchisees to franchise mull!ple 
locations This will provide growth opponun111es for current franchisees within the 7-El.EVEN 
system by encouraging them to pursue add1t1onal stores which also wdl result 1n mc,eased 
income for the franchisee partty by creating opponuM1es for lower per unit operating 
e.r;penses lor the franchisee and 1he Company To shmulate this multiple grow,h IJ'le 
Company has offered cenam 1ncenhves dunno !he first quarter ol 1996 to qualified franchisees 
(and corporate ~tore managers 1n a franchise area) by recalcula11ng and reducmg the 
franchise lee m such situations 

Under Southland's standard franchise agreemen1. the franchise may be terminated by the 
franchisee at any lime or by the Company for the causes. and upon IJ'le notices, as specified m 
the franchise agreement and as provided by apphcable law In the event of Hpiranon or 
1erm1nat1on oi the franchise, the Company nas the nght lo (1) acquire the franc:,1see·s interest 
,n inventory ol a :ype, quantity quahty and vanety consistent with the 7•ELEVEN ,maoe and 
the other 1an;,1ble assets 1n the franchise bu~iness. and. (i1) take possession of the real 
propeny on wt11d1 the store •~ located, and. 1n such event, the tranctusee has no continuing 
lease obhga11ons Certain franchisees have coniractual nghts 10 sign new franchise 
agreements upon exp1rat1on of their e:.:1s11ng agreements, so long as they meet certain 
speor1ed c.ond1tions 

Many states m wh!ch !he Company franchises 1nd1vidual 7-ELEVEN stores have enacted 
1eg1sla11on oo•,em1no the offer. sale, term1nat1on and/or renewal of franchises. and the Federal 
Trade Commission has a trade regulation rule regarding required disclosures to prospective 
franc.h1sees 

AREA LICENSES As of December 31 , 1995, the Company had granted domestic area 
licenses to e1gnt companies wh+ch were operating 625 c.onvemence stores using tne 7. 
ELEVEN system and name m certain areas of Alasi..a. Arkansas, Hawau. Indiana (us1rg the 
name Super-7 1n lnd1anapohs), Iowa, Kansas. Kenlucky , M1ch1gan, Minnesota. Misso•.Jn, 
Montana. Nebras~ a, New Me1oco, North Dakota, OhKJ OklahOma. Pennsylvania, South 
OaJt.ola, Te•as, Utah, West Virgm1a and Wyoming Although parts of both Nevada and V1rg1n1a 
are also covered by area llcenses. !here are no stores currenlly operated under the area 
hcenses 1n those states The 46 s1ores 1n Hawau are operated under an area hc.ense 
agreement with Seven-Eleven (Hawan) . Inc (a subsidiary ol Seven-Eleven Japan) Dunng the 
first quarter of 1995, Southguard Corporatton and the Company agreed 10 termma1e 
Soutnguard's two area licenses covenng pans of Texas and Otdahoma. 1n Hchange fer the 
payment ot a one-time termma11on fee from Southguard to the Company 

As cl tne end of 1995, foreign area license agreements covered the operation of 6,269 
7•ELEVEN stores •n Japan, 1,158 m Tarwan, 554 1n Thailand, 328 1n Hong t<ong, 153 1n 
Australia 110 ,n South Korea. 93 1n Malaysia , 83 m the Ph11ippmes, 80 1n Spain, n 1n 
Singapore, 53 1n the United Kingdom. 39 in No,way, 31 in Sweden, 22 ,n China. 14 in Brazil. 
12 1n Pueno RICO 11 ,n Denmark. 10 1n Guam and nine m Turkey In connec!Jon wilt the 
gran11ng ol area licenses 1n Brazil, No,way (which license now also includes Denmark. Finland 
and Sweden) the Ph1hppmes and Puerto Rico, the Company acquired an equity 1nteru1 1n 
those area licensees Nine · 12+12· stores in Spain, not included tn the 80 stores mentioned 
above. are also under hcense agreement 

II 



Slores operating under area licenses are not ,ncJuded 1n !he nuntber of Company 
operating umts, and their sales are not included ,n lhe Company's revenue Revenues from 
1nit1al fees patd for area hcenses and conlmu1ng royalties based on the sales volume of the 
stores are included 1n Other Income 

INTERNATIONAL AFFILIATES The Company also has an equity interest tn 220 
convenience stores in Me1uco operated by 7-Eleven Me1oco, and one store ,n MextCO ,s 
operating under a hcense agreement with 7-Eleven MeXJco These stores, wntch feature 
merchandise and services essentratly the same as 7-ELEVEN stores, had been operating 
under !he name SUPER SIETE until 1991 , however, now almost a11 stores are using the 
7-ELEVEN name Sales from the s1ores m MeXJco are not 1nduded 1n Southland's revenues. 
bu1 Southland's equ11y in their operating resulls 1s induded 1n Other Income and has no1 been 
matenal 

HIGH'S DAIRY STORES As of December 31. 1995, lhe Company operated 19 H1gh·s 
Dairy Stores l<>Caled in Maryland, Pennsylvania, V1rg1ma and West V1rg1ma. wh:ch are s1nular m 
size and locallon to 7-ELEVEN stores and feature a product m,x that emphaStZ·es a vanety of 
dairy products 

QUIK MART ANO SUPER-7 GASOLINE UNITS At December 31 , 1995, 44 Ou1k Mart 
and SUPER-7 gasoline units were in operation 1n mne states A typical Qwk Mart ,s a high­
volume gasoline outlet combined with a m1m-conven1ence store ranging 1n size from 300 to 
1,600 square feet of sales space stocked pnmanly with snack food, candy. eek: dnnks and 
other 1mmed1ately consumable 1tems. while a Super-7 gasoline un11 1s a t11gh-\ Otume, mufti. 
pump, self-service gasohne-d1spens1ng operallon 

Corporate 

CllYPLACE The Company's headquaners are localed ,n ·c1typlace Cent"r East." its 
42-slory office tower located on the east side of Dallas· Central Expressway north of Callas' 
central Lus,ness dtslnct. The Company currently occup.H approiumately 525,000 square fut. 
about 39% or C1typlace Center East Ounng 1995, leases covenng appro1umctely 60,000 
add1t1onal square feet were signed, both with new tenan1s and with current tenants The 
building IS now virtually completely leased or reserved for eKpans.an under current leases 
The Company 1s in the process of a funher consohdatlon of its offices. which would make 
add1honal space available tor subleas10g 

DIVESTITURES 

Ounng 1995. the Company sold its former lood center tn Sall Lake City, Utah 10 Melane (tne 
lessee) This property consisted of a 21 5 acre tract on wn1ch a 77,000 square loot fooa 
µ1ocessmg plan! 1s located, 1nclud1ng 6,930 square feet of office space 

OTHER INFORMATION ABOUT THE COMPANY 

CREDIT AGREEMENT AND OEST COVENANTS The Company's amendeo Credrt 
Agreemenl contains a number of financial and operating covenants requinng, among other 
things, the ma1n1enance of certain hnano al ratios. 1nciudlng lfilerest coverage, fixeo-ctiarge 
coverage. and sentOI' indebtedness 10 EB1TOA (defmed 1n the Credit Agreement as -!am1ngs 
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Defore interest, income ta•es, depreo abon and amon1zation, With ad1ustments for cena1n 
elCttaorchnary and unusual gains and losses) The covenant levels established by the Credi! 
Agreement generally require a continuing improvement 1n the Company's finano al cond1t1on 
The Credi! Agreemenl also con1a1ns vanous covenants which. among other things, (a} hm1t the 
Company's aD1hty to incur or guarantee indebtedness or other habdit1es other than unc.er the 
Credit Agreement, (b) restnc1 the Company's ab1hty to engage 1n asset sales and 
sale/leaseback transactions. (c) restnct lhe types ol investments the Company can make and 
(d) reslnct the Company's ab1hty to pay cash d1v1dends, redeem or prepay pnnopal and 
interest on any subordinated debt and cena1n senior debt These covenants contain 
eJ1 cep11ons that are customary 1n credit agreements associated with finanongs of companies 
having creditworthiness similar to Soutliland's. as well as exceptions consistent with the 
specific nature of the business and finanoal 00eratJons of the Company 

The Company's outstanding Debt Secunt1es contain cena1n covenants wtuch. among 
olher things, (1) limit the payment of drv1dends and cenarn other restncted payments by both 
the Company and its subs1d1anes. (II) require the purchase by the Company of the Debt 
Secun11es at the optJon of the holder upon a change of control (as defined 1n the 1ndantures 
governing the Debt Secunt1es). (111) limit add1tJonal Indebtedness. (iv) limit future ell:change 
offers, (v) 1im11 the repayment of subordinated indebtedness, (v1) require board approval of 
cenacn asset sales. (vu) limit transactions with certain stockl'IOJde,s and atfihates and (\111) hm1t 
ccnsohdat1ons, mergers and the conveyance of au or substantially all of the Company's assets 

The Company's outstar.d1ng Convertible Debt Sacunt1es, wtuch were issued 1n No\·ember, 
1995. to llo-Yokatlo and Sttven-Eleven Japan. are subordmaled to ail e.istJng debt, convertible 
mto the Company's Common Stock al a premium and carry cenain reg1sttab0n rights that 
require the Company to register the Conven1ble Debt Securities (or Common Stock issued 
upon conversion} under the Secuntres Act of 1933 The hOlders may elect to con,,en the 
Convenible Debt Secun11es 1n denominations of $1 ,000 pnnc,pa1 amount or integral multiples 
tnereof, into shares or the Company's Common Stock. The number of shares obtained is 
determined by d1vla1ng the pnnetpal amount of the Convertible Debt Securities being ccnvened 
b)' $4 16 wh1..:h represents an average of Southland's share pnce ~t the time the ConverotHe 
Debt Secunties were ,ssued, plus a premium The S300 million Convertible Debt Secunt1es are 
convertible into approximately 72 million shares of the Company's Common Stock 

SHAREHOLDERS AGREEMENT. Upon the Ck>s1ng , the Company, the Purchaser, 
lto-Yokado and vanous holders of the Company's Common Stock who hekt the common stock 
pnor to the Closing (the "Ex1st1ng Shareholders") entered into a shareholders agreement (the 
"Shareholders Agreement") pursuant to which the pan.es were not permrned to oft'er. sell, 
assign, transfer. granl a paniopation 1n, pledge or othel'Wlse dispose of any shares of 
C1Jmmon Stock except 1n comphance with the Shareholders Agreement 

- he Shareholders A9reement. wruch tem11na1ed on March 5, 1996, provided each of the 
fa.1st.mg Shareholders (and any persons who hold employee optJons or employee convertible 
debenture; to purchase shares or Common Stock as a result of employment with the 
Company) with the nght and option to require the Purchaser to purchase up to all of the shares 
of Common Steck held by such person on the fifth anniversary of the date or the Shareholders 
Agreement at the fair market value (to be determined in accordance with the terms of the 
Shareholders Agreement) of such shares on such date tn addition. the Sharaholders 
Agreement. as amended on December 30, 1992, provided that the pan1es to the agreement 
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shall cause Southland's Board of Directors to consist of. and would vole their shares as to the 
electlon of directors so thal the Board shall consist of, (1) two tnd1v1dua1s des1ona:ed by Existing 
Shareholders holding a ma1onty of shares held by the Existing SharehOlders. (u) 1en 1nd1v1duals 
selected by the Purchaser. (111) two ind1v,dua1s 1mt1ally designated by the Olhoal Committee ol 
Bondholders app0tnted by lhe Bankruplcy Court and, from and after !he next annual or specsal 
meetmg of the Company's shareholders at which the election of directors occurs, designated 
by the holders (tne "Other Shareholders, of shares of Common Stock olher than the 
Purchaser and the Existing Shareholders (!he "Other Shareholder Nominees") and (1v) 
attnough no such obllga11on then ex1sled, two independent directors 1f, and to tne eKtent, 
required to n,eet the hsting or quotation requirements of any exchange or quotation system 
upon which !he Common S1ock 1s or sriall be listed or traded (and only if , and 10 the extent 
triat 1rie Other Shareholder Nominees fai l to quahfy as such independent d!recto·s) Because 
the Shareholders Agreemen1 terminated on March 5, 1996, {except for cena n continuing 
reg1s1ra11on nghts) the holders of shares that were sub1ec1 10 the Shareholders Agreemen1 are 
no longer restncted by the terms of lhe agreement as to vottng, transfer, or sale of suth 
shares 

Moreover. under trie Shareholders Agreement. llo-Yokado prov,ded the Thompsons and 
certain of the parties to trie Shareholders Agreement (other than part1o pants in the Company's 
Grant Slock Plan wilh respec1 to shares acquired pursuant 10 part1o pat1on 1n such Grant Stock 
PlanJ wilh cenam loans (the "Loans·) based on the pledge of shares of Common 510CM; as 
collateral for the Loans (the ·conaterat Shares1 Such Loans are nonrecourse o:ihga110ns of 
the borrower except to tne ex!ent ol !he Collateral Shares Such Collateral Shares may no1 be 
sotd un:ess tne Loan secured by such Shares ,s repaid s1mul1aneously With such sates 
Certain of these loans hall'e been extended and refinanced In add111on. under the :erms of the 
Shareholders Agreement, IVG nas the obliga11on 10 purchase. 1t requested to do so, certain 
shares {1nciua1ng those pledgea as co\la1eral) from tho Thompsons and otner signa:ones to trie 
Shareholders Agreement The Shareriolders Agreemen1 was amendea m Fet:ruary 1996, so 
that the pnce to be paid for any shares purd1ased would be determined by the average of the 
cJos,ng pnce for the Common Stock on February 27, 1996 through Marc:, 12, 1996 Any 
purchase of such sha1es 1s now scheduled ro occur on Apnl 22. 1996 

THE WARRANT AGREEMENT As part of the Plan and !he Closing on March 5, 1991. 
Thompson Brotriers. L P , The Hayden Company. The Philp Co , The Wllllamsburg 
Corporation and Thompson Capital Partner5 L P (eollect,vely, the ·warrant Shareholders·) 
entered mto a Warrant Agreement with Wdm1ng1on Trust Company as Warrant Agent. the 
Company and llo•Yokado Pursuant to trie Plan the Company agreed 10 issue, on :ienalf ol 
!he Warrant Shareholders trie Thompson Warrants exerosable by the hokiers thereof 10 
purchase up to an aggregate or 10,214,842 shares of Common Sloc.k owned by the Warrant 
Shareholders 

Under 1rie Warran1 Agreemen1, each Triompson WarTant ent1Ued the holder to purchase. 
at the e•erose pnce (the "EJ1ercsse Pnce") of $1 7S per Thompson Warrant one of the 
unaer1y1ng common shares , sub1ect lo ad1ustmen1 as provided ,n the Warrant Agreement, 
dunng 1rie penod begmning three months after the date of the Warran! Agreement ana endmg 
on February 23, 1996 As of February 23, 1996, tue e11ptra11on date of lhe Thompson 
Warran1s a total of 10,098 089 Thompson Warrants nad been Herosed 
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THE EMPLOYMENT AGREEMENTS As a condition 10 the Closing, the Company 
entered inlo five.year Employment Agreements with Messrs John P Thompson. Jere W 
ThOmpson and Joe C (Jodie) Thompson. Jr As ot December 30, 1992, lhe Employment 
Agreement W1!h Joe C Thompson, Jr was 1erm1na1ed and Mr Thompson was pa id the present 
discounted value of tne remam,ng balance payable to him under the Employment Agreement 
The Employmen1 Agreement5 were effective upon the Closing and provided for an annual 
Dase salary of $600,000 and an annual bonus equal to $360,000 under each agreement, as 
well as prov1d1n'l for vacation, hohdays and expense reimbursement 1n accordance- with current 
Company pohcy The Employment Agreements 1erm1na1ed on March 5, 1996, according to 
their terms ana John and Jere Thompson are not s1andmg tor re-etect1on to the Company's 
Board of Directors 

Reseuch and Development 

The Company did not incur any s1gmf1cant expenses for product lesllng or 1rad1t10nal 
research and development act1V1!1es m 1994 or 1995 During 1995, the Company's S1rateg1c 
Pla-,mng Depar1ment conducted certain mar11:et research studies. which include conupt tests. 
c.onsumer preference tesls, and tracking of Changes 1n image and store usage panems In 
add11Jon. the Company's test kitchen spent approximately $60,000 for new product 
development and 1as1e testings and to test equipment used tor cooking and d1sptay,ng food 
p1oduc.ts 

Reta il Automation 

In 1993, the Company began development of 1IS own propnelary re1all au1omahon syslem, 
which 11 plans to implement 1n phases. over a mutfl-year pflriod The sys1em 1s bei:,g designed 
to build efttcienoes 1n10 ordenng, d1stnbul1on and merchand1s1ng processes and to provide 
timely and accurate information on an item by item bas,s The syslem Is being designed lo 
provide 1nforma11on about every important detail of the slore's operahons and lo faohtate 
mvenlory tracJung The first phase implemenlation whtc.h began at the end of 1993 and is 
expected to be completed 1n ear1y 1996, will automate basic in-store accounting processes 
The second phase will consist of an ordenng and d1stnbut10n syslem, that w,11 provide the 
foundation tor lhe future phases !hat will include retail scanning The Pre-POS system, wh,c.h 
provides new cash reg1s1ers ,n each store and builds the foundation for item-level scanning, 
w,11 begin 1n a p1101 program 1n the summer of 1996 with a complete roll-out thereafter 

Trademarks 

The Company's 7-ELEVEN lradematk has been registered since 1961 and 1s Nell known 
throughout the Un1tea Stales and 1n many olher parts of the wortd Other 1rademarks and 
serv1a1 mar11:s owned by the Company 1ndude SUPER•7, SLURPEE. BIG GULP and 
BIG BITE, as well as many add1t1ona1 trade names, marks and slogans relating to olher 
,nd1v1dual lypes of food and beverage items In connection with the Company's emphasis on 
the 1n1roduc.11on of more fresh food items, the DELI CENTRAL and WORLD OVENS 
trademarks are being introduced ,n stores nallonwide, along wilh the QUALITY CLASSIC 
SELECTION trademar'lt, c.ovenng the Company's propnetary brand spnng water. s.oft dnnks. 
and other beverage products. and CAFE SELECT. covering lhe Company's gourmel coffees. 
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cappucono and hot Chocolate products As part ol the collateral secunng the Credit 
Agreement, lhe Company granted me lenders a secumy interest In its vanous trademar'lls 

Advertising 

Ounng 1995, ine Company con1mued its very successful ·comedians· campatgn wtltCh 
hrs! a1rftd m December 1993 and will be continued into 1996 This campaign dehvered the 
message of ·so many changes 11's not even lunn( and emphasized the store remodehng 
program aaIIy 01stnbut1on of fresh food ,tems and the Company's everyday fair pnong 
strategy Tne Company also mtroduced several new promotJOnal ana seasonal adverttslf'lg 
campaigns sueh as the BRAIN FREEZE television commero als ,n connection wrth SLURPEE 
dnnks dunng the summer selhng season ana a very successful 11e-In promotion With the MTV 
Beach House Also featured In vanous advemsements 1n 1995 was the collect1ble 
Ouanerback senes of 7-ELEVEN PHONE CARDS featunng five dillerenl members of the NFL 
Ouartert>aek Club Wfl1ch ennanced the prorno11on of lhe NFL licensed coffee mugs sold at the 
stores . eaeh featuring one of the 30 NFL teams Ounng the year, the Company used several 
promotJons on radco to highlight speofic products, such as A TMs, fountain i oh dnnks. gasoline 
pay-at-the-pump convenience, hot dogs and the 7-ELEVEN PHONE CARO. and. beg,nn:ng in 

eany 1996, a lle-m promollon with the Nallonal Hockey League In addition. dunng the year, 
the Companv offered tree or discounted pHtnes Of DELI-CENTRAL items. with the frequent 
purchase of coffee er sof1 dnnks. and distnbuled COUPons tor pnee discounts or free items. to 
encourage customers m ne1ghbortloods dose 10 7-ELEVEN stores to sample some of Ule new 
fresh food rtems that were introduced dunno 1995 

Competrtion 

Ounng the past few years the Companv. hke other trad,t•onal convenience retaders. has 
eitpenenc..ed increased compelltsve pre ssures from supermat1o;ets and drug stores offenng 
extend1:d hours and ierv,ces as well as from an lf'ICteasrng number ot convenience-type 
stores built by the 011 compan:es The convenience reta11tng industry ,s also being nega11vely 
impacted by demographic factors (such as an aging populallon) and an erosion or aemand tor 
cenaIn o• I1s 1rad1ll0na1 core products, 1nclud1ng ogarenes. soft dnnks and beer 

AtlhOugh 7-ELEVEN Is the most widely recognized name ,n the convenience reta•hng 
industry, the Company's convenience reta11tng operations represent only a very small 
percentage ol the highly competJtIve food retailing industry Independent industry sources 
estimate that ,n lhe Um!ed States annual sales in 1994 (!he most recent data avaJlatlle) for the 
convenience store industry were appro111ma1eIy S 132 2 billion (1ndud1ng $67 8 b1lhon of 
gasor.ne) and tnat over 93,200 store urnti were ,n operaoon The industry uad1t10nally has 
narrow net profit margins In addition, the Company's stores compete with a number of 
national. regional. loeal and independent retailers. 1nciudmg grocery and supermat11.et chair .• 
grocery wholesalers and buying clubi, other convenience store ct,a,ns. 011 company 
gasollne/m,m-convemence ·g.stores: Independen1 food stores and last food chains as well as 
vanety drug and c.andy stores In sales of gasoline, the Company's s1ores compete with other 
food stores and service stations and generate only a very small percentage or the gasohne 
sales ,n the Uni1ed States Each store's ab1hty 10 compete ,s aependent on its «auon. 
access1b1Hty and 1ndr.-iduaI service Growing competIt1ve pressures from new participants m 
the convenience reta,llng ,nduslry and the raptd growth In numbers ol convenience-type stores 
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opened by 0,1 companie s over the pas! tew years have mtons1hed compe111ive pressures tor 
the Company 

Cityplace Cenier East, the Company's headquarters office budding in Dallas , Te1tas. ,s 
occupied by the Company and other third party tenants. with the Company having the nght to 
sublease the remaining space (see ·c1typlacc: above) Dunng 1995. the Company entered 
In10 subleases with new tenants and expansions with eltJsllng 1enants covenng about 60,000 
add1t1onal square feel The building Is now virtually completely leased or reserved for 
e11pans10n under current leases, however, the Company ,s currently in !he process of 
consoltdahng I1s offices lo create additional space that wt11 be available for lease In seeking 
tenants. this prtJJett compe1es with other downtown, Oak Lawn. Nonh Dallas and North Central 
E1tpressway lu11ury 0H1ce space developmenls II Is anhcipated that competI1ton tor tenants will 
remain strong in the Dallas commeroat real estate market 

Environmental Matters 

The operations of the Company are subJect to vanous federal. slate and local !aws and 
regula110ns relating 10 the envIronmen1 Certain of the more significant federal laws are 
descnbed below The 1mplementa!lon or these laws by the United States Environmental 
Protection Agency ('EPA") and the states will continue to affect Uie Company's operations by 
1mposIng increased opera11ng and maintenance costs and capital e11pem1Itures required for 
comphance Add1t1onany. !he procedural provIsIons of lhese laws can result in increased lead 
times and costs tor new taciM,es 

The Resource Conservation and Recovery Act of 1976 as amended. affects the 
Company through rts substantial reponing, recordkeepmg and waste management 
requirements In addrbOn, standards for underground fuel slorage 1anks and assoe1a1ed 
eQutpment ma:, increase operating e11penses and the costs of mar1'.etmg pettoleum products 
tn response to !his leg1slallon. and vanous state and local regulations, the Company 
establllihed a comprehensive program to manage underground storage tants and assoaated 
8QuIpment that eSlabllshed procedures lor lank tesbng. repair and corrective act10n 

The Comprehensive Enwonmenlal Response Compensat.Jon and L1abd11y Act of 1980 
("CERCLA·), as amended. creates the po1en11aI for subslantial habdI1y for the cosls of study 
and dean-up of waste disposal s,tes and 1nciudes vanous reporting requirements This Act 
may result In ,0In1 and se veral hab1hty even for parties not pnmanly responsible tor hazardous 
waste disposal sites As a consequence of past waste disposal. the Company may be 
poten1,a11y !table for cleanup costs al several sI1es which are being considered or which may be 
considered !or federal dean-up action under CERCLA Addrt.lonal requiremants imposed by 
tne Superfund Amendments and Reauthonza11on Act of 1986 also have resulted ,n add1t1onal 
reporting dultes 

The Clean Air Act. as amended, and similar regulal.Jons at the state and local levels. 
impose s.gnific.ant respons1b1hties on the Company through certain requirements pena,mng to 
vapor recovery, sates of reformulated gasoline and related recordkeepmg 

V1olat1on of any federal environmental statutes or regulations or orders ,ssued thereunder. 
as well as relevant stale and local laws and regulations. could resutt ,n o v1I or cnmInal 
entorcemen1 actions 
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CURRENT ENVIRONMENTAL PROJECTS ANO PROCEEDINGS As previously 
reported. ,n December 1988 tne Company closed its cnem,cal manufacturmg facility ,n Grea1 
Meadows New Jersey r Great Meadowsl The Company had prnv1ously been issued an 
Adm1mstra1111e Consent Order relating 10 groundwater condItIons at lh•s facility by the New 
Jersey Oepartmem ol Enwonmental Pro1ection ("NJOEP·) The Admrm s1ra11ve Consent Order 
required tne Company to pay a ovll penalty of SS0,000, to conduct a remedial 
1nves11ga11onfleas1b11tty study ("RI/FS"} and to provide financial ass .arance for the ullimate 
clean-up 

The Company has submIt1ed a proposed clean-up plan 10 the NJOEP, which provides for 
remedIa1Ion at the s11e lor an approl'Imate three- to tive-:,ear penod as well as continued 
groundwater treatment lor a proIec1ed 20-year penod While the Company has rece1Ved 1mt1al 
comments from the NJOEP. a final clean•up plan has no1 been l1nahi:ed At OecemDer 31 , 
1995, the Company's recorded habthty Is $37 8 m1lhon. which reprftsnnts ,ts best estimate of 
1he rJean-up and treaImen1 costs to be incurred Some remedial ar:11on:; have commenced 

As previously reported. the Company Med suit In the Umled States 01stnct Court lor the 
01s1nc1 ol Now Jersey against a large chemical corr.pany that former1y owned the Great 
Meadows prope:ty In 1991. the parties executed a final so1t1ement agreement pursuant 10 
wnIch 1ne former owner agreed lo pay a substantial portion ol !he daanup costs descnbed 
abo•,e The Company has recorded a receivable of $22 O m1ll1on, al year-end 1995, 
represen11ng Ihe former owner's µonion of the accrued d ean-up cos1s 

As of December 31 , 1995, the Company had appro1uma1e!y 2,000 c>perating retail outlets 
1nvotved In the sale ot gasohne and other motor fuels In the ordinary course of business, the 
Company rncurs ongoing costs to comply W'llh federal, state and local erv1,onmental laws ane! 
regula11ons pnmanly relating to underground storage tank C-USr) systems The Company has 
established a comprehensive program to manage USTs and assooated equ,pment and to 
ensure compliance w,lh apphcable la'.vs 

Thtt Company anltClpates !hat 11 wrll spend approximately $ 12 m1llrcn ,n 1996 on capital 
,mprovemAnts requited to comply wrth environmental regulations relating to USTs as well as 
above-ground vapor recovery equipment at store locations and approximately an add111onal 
$21 million ori such capI1aI improvements from 1997 through 1999 

Add111onally. the Company accrues tor the ant1cipaled future costs of env1ronmental clean­
up ac11vr11es (cons1s1mg ol environmental assessment and remed1atton) relating to detected 
releases of regulated substances at ,ts exI s1tng and previously owned or operated sites at 
whlCh gasoh<1e has been sold (1nclud1ng store slles and other facilllies that have been sold by 
the Company) At OecemDer 31 , 1995, !he Company has an accrued 11at1hty of $63 7 mdhon 
ror such actIvIlles and an1Iopates that substantially all such expenditures w,11 be ,ncurred W1!hm 
the next five years This es1Ima1e Is based on the Company's pnor experience With gasoline 
sites and ,ts cons1dera11on of such factors as the age of the tanks, localion of tank sites and 
expenence wrlh contractors who perform environmental assessmen1 and remedial work 
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Under s1a1e reimbursement programs lhe Company Is eligible to recerve rermbursemen1 
for a portion ol fulure costs. as well as a ponion of cosls previously pa1d At December 31 , 
1995, the Company has recorded a gross rece1Vable ol $73 4 mdllon (a ne, reat1vable ol $59 7 
m1lhon aher an allowance of S13 7 mIl11on) tor the es1Imaled probable s1a1e reimbursement 
There Is no assurance of !he hm,ng of the receipt of stale reImbursemen1 funds. however, 
based on its expenence, the Company expects to receive the maJonty ol state reimbursement 
funds wIth1n one to four years alter payment of ellg,ble assessment and remed,a!Jon expenses, 
assuming !hat the state adm1r.1strat1Ve procedures lor processing such re imbursements have 
been fully de•,eloped 

The estimuted future assessment and remed,at1on expendI1ures and related state 
,e,mbursement amuunts could change wilh1n the near future as govemmental requIremen1s 
and state reimbursement programs continue to be implemented or revIseo 

ln general. 1he Company's capital expend1lures tor enwonmental matters WIii ccntInue to 
be affected by lederal state and local enwonmental laws and regulations U Is poss,bte that 
future env11onmen1aI requirements may be more stnngent than current re :;uIremen1s, thereby 
requmng additional expend11ures As descnbed above, the Company also ant,apates future 
maintenance expenchtures In connection with env1ronmen1al requ,rements relal!ng to 
con11nu,ng upkeep of USTs at store locations 

See also ·Legal Proceedings: below, at pages 26 through 29, for a discussion of other 
pena,ng legal proceedings retaling to environmental matters. 

Employus 

At December 31 , 1995 the Company had 30,523 employees, of v.tlom approl(lmately 
31 perc.enl were considered to be either temporary or pan-time emplo)'ees None of the 
Company's employees were sub1ect lo collective bargaining agreements al year-end 

The Company has in the past been able to sal!sfy substant1a!ly all of I1s requrrements for 
managenal personnel from withm ,ts organization. The Company's store managers and 
superv1Sory staff personnel are compensatitd on some form of Incen11vo basis 

~XECUTIVE OFFICERS OF THE REGISTRANT 

The names, ages, posI1,ons and ortlCes With the registrant of alt currem executive officers, 
as wen as the Chairman of the Board and the Vice Chairman of the Board, of the Company are 
Shawn ,n the follOW1ng chan The term of office of each e1tecu1Jve officer Is at the pleasure of 
th• board of directors The business expenence of eael'I such exeeut,ve officer for at least the 
las1 five years, and the penod dunng which he or she served in office, as wull as the date each 
was employed by the Company, are renec.ted m the appltcable footnotes to the Chart All 
eJlecutrve officers ol Southland named herein, were offic.ers or employees of the Company at 
the lnie Southland filed ,ts voluntary petition for relie f under Ctlapter 11 or tne U S Bankruptcy 
Code as descnbed above Mr Ito ana Mr Suzuki became Chairman and Vice Chairman, 
respec11ve1y. on March 5. 1991 , attar Soutnland emerged from bankruptcy 
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(1) Chairman of the ~ rd and Director of the Company since March 5. 1991. OirKIOt 
and Hono<ary Chamnan of 110-Yokado Group, which indudes llo-Yokado Co . Ltd . Seven­
Eleven Japan Co . ltd and Denny's Japan Co , Ltd . as wen as other comparNs lto-Yok.edo 
Co . Lid 1s one of Japan's leading d1ver5'fied retailing compan,es which, tooethef with iU 
subs1d1anes and affllia1es. operales supersto<es. convenience stores, department stores. 
supermar1tets. speoalty shOps and discount storH. Prestdent of lto-Y~ Co , Ltd from 
1958 10 1992 Chairman of Seven-Eleven Japan Co , Ud. from 978 to 1992. and President 
from 1973 to 1978 Chauman or Denny's Japan Co .. ltd from 1981 to 1992, and President 
from 1973 to 1981 Cr,a,rman of FafNle Co .. Ltd since 1986 Chiu-man of YOl1t Mart Co . ltd 
since 1979 Chairman of Robinson's Japan Co . Lid since 1995 Chatnnan of Maryann Co , 
Lid since 1977. Pre~t or OShman's Japan Co , Ltd. since 1984. StaMory Auditor of 
Steps Co . Ltd. since 1992 Chairman of YM-Keibi Co . Lid. s•nca 1989. President of Union 
Lease Co . Lid since i985 Statutory .ftudrtor of D•uma Co .• U C since 1982 Chaam'\lin or 
Marvda1 Co . Ltd since 1989 Director of Seven-Ele\'en (Hawa.). lne. sinc.e 1989. Chairman 
or Umeya Co . Lid since 1981 Director of Shop Ameoc:a l.Jmited since 1990 Oirector and 
Cha1rrnan or the Board of IVG Ho♦d,ng Company slnce 1990 

(2) Vice Chairman or the Board and Omtctor of the Company since Marth 5. 1991 
President and Ch18f E.cecutive Otfar or lto-Yokado Co . Ltd • one of Japan's leading 
diversified relaiting comc:,antes which, together with its subSKtaanes and affikates. operates 
superstores. conven,ence stores, department stores. superm■fbts, speoalty Sl'lops and 
discount stores. Slf'IC8 October 1992 and Director since 1971, Executtve Vice President from 
1985 to 1992. Sen.or Managing Director from 1983 to 1985. Managing Director from 1977 to 
1983, employee stnce 1963 Chairman or the Board and Chief Executive Otflcef' of Seven­
Eleven Japan Co . ll\1 since October 1992 and Osrectot Sfnce 1973 President from 1975 to 
1992. SenlOf' Man.-g,ng Director from 1973 to 1975 StaMory Audrtor of Robmson's Japan 
Co . Ltd since 1984. Chairman of Oaikuma Co , ltd since 1985 Presidem of Seve~EJeven 
(Hawaii). Inc 11nce 1989 President of $hop Amenca Um1ted since 1990 PresKSen and 
Ouector of IVG Holding Company since 1990 



(3) Otrector sInc.e March 5, 1991 , and from 1981 until Oecember 15, 1987. Pu s1den1 and 
Chief E,:ecullve Officer since March 5, 1991 and Secre1ary since Apnl 26, 1995, EJtec.ubve 
Vice President (or Semor Executive Vice President) and Chief Fmanttal Officer from 1979 10 
1991 . Vice President ano General Counsel from 1973 10 1979, employee of tne Company 
s,nce 1965 

(4) E.1ecutwe Vice President and Chief Operating Officer smce June 1993, Semor Vice 
President, Opent1ons, from August 1992 to June 1993, Senior Vice Pres1denl, 7•ELEVEN 
S!ores Opera110ns. from 1990 to August 1992, v ,ce Pres1den1. Marketing, from 1989 to 1990, 
Vice Pres1den1, Northern Region. 7•ELEVEN Stores, from January 1989 10 October 1989, 
Vice Ptes1den1, Northwest Region. 7-ELEVEN Stores, from 1987 to 1988, 0 1V1 s1on Manager. 
Mountain O,v1s1on, 7-ELEVEN Stores, from 1986 lo 1987 Regional Marketing Manager from 
1981 lo 1986. employee of the Company since 1972 · 

(5) Semor Vice President, 01stnbut1on and FoodseN1ce. since June 1993, Vied President. 
Merehand1s1ng, from February 1992 10 June 1993, Vice President. Mar1c.eting, from 1990 to 
1992. v,ce President. Northwest Region. 7-ELEVEN Stores, from 1989 lo 1990, Nallonal 
Mar1ite11ng Manager from 1986 to 1989, Orvision Manager. Central Pacdic 0 1v1s1on. 7-ELEVEN 
Stores from 1979 to 1986, employee of the Company since 1972 

(6) Senior Vice President, Finance, since June 1993. Vice President, Plunmng and 
Finance, from August 1992 to June 1, 1993, Vice President and/or Vice President, Naoonal 
Gasohne, lrom August 1991 lo Augusl 1992, General Manager, National Gasoline, from 1986 
10 1991 employee of the Company since 1985 

(7) Semor Vice President. lnlemationat and Real Estate since May 1, 1995; Vice 
President, lnternahonal and Real Estate. May, 1994 to Apnl, 1995, Vice President Real Eslale 
and Licensed Opera11ons. from August 1992 until May 1994, V.ce President. AllantK: Region, 
7•ELEVEN Stores, lrom 1990 10 1992, Vice President, Chesapeake Region, 7•ELEVEN 
Slores. from 1987 lo 1990. Regional Manager. Chesapeake Stores Region. In 1987; Oiv1s1on 
Manager, Capitol Stores Ow1s1on, from 1986 lo 1987, O.v1sion Manager. Great Lakes Slores 
01v1sion, from 1984 lo 1986, Operations Manager, Great Lakes Stores Division. from 1981 10 
1984, employee of the Company since 1975. 

(8) Semor Vice President and General Counsel since May 1, 1995, Vice President and 
General Counsel from August 1992 to Apnl 30. 1995. Assistant General Counsel from 
January 1990 10 July 1992, Assooate General Counsel from January 1987 to December 1989, 
employee of the Company since 1980 

(9) Vice President, Northwest O.v1s10n smce May 1, 1995, 01v1s1on Manager from 
November, 1990 to Apnl, 1995, Regional Vice President from May, 1986 to October, 1990, 
employee or the Company smce 1970 

(10JV1ce President, Southwest Oiv1s1on since May 1. 1995, Oiv1s10n Manager from 
February 1, 1985 lo Apnl 30. 1995. employee of the Company since 1971 

(1 1)V1ce President. Corporate Tax, since May 1993, Corporate l ax Manager from 
Mareh 1983 to May 1993, Panner. Touche Ross & Co , from 1978 to 1983, employee of the 
Company smce 1983 
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(12) V1ce President. Chesapeake Div1s1on since May 1, 1995. Div1 s1on Manager from 
November 1. 1986 to Apnl 30. 1995, employee of the Company s•nce 1979 

(13) V1ce Pres1denI, Merchand1s1ng s1nce May 1, 1995, Nahonal Field Merchanchs1ng 
Manager from July, 1994 lo Apnl 1995. Regional Merchanc:tismg Manager from January, 1990 
to July, 1994, 0 1v1s1on Merchand1S1ng Manager from July, 1986 10 December. 1989 employee 
al the Company smce 1975 

(1 4) V1ce Pres1den1. Construct,on and Maintenance. since August 1992. Vice President, 
Stores Development. from January 198910 August 1992. Vice President, M1d•Amenca Region. 
7-ELEVEN S1ores. from 1987 lo 1988, v,ce President, Central Stores Region, from 1980 to 
1987, Central Stores Regional Manager from 1978 to 1980, Otv1s1011 Manager, Canada, from 
1976 10 1978, employee of the Company from 1962 10 1972 and since 1975 

(15) Vice President, Commurncaflons since May 1. 1995. Manager, Advertising and 
PrcmoI1ons from July, 1992 to Apnl. 1995, NatJonal Sales Manager from November, 1990 to 
July, 1992, Regional Marketing Manager from AugusI. 1989 lo October, 1990, employee of the 
Comcany since 1978 

(16) V1Ce President Gasohne and Environmental Services since May 1, 1995, National 
Gasoline Manager from January, 1991 to Apnl, 1995, Manager, East/West Gasoline from 
November. 1987 to January, 1991 , employee of lhe Company since 1968 

pn VIC8 President. Planning and Treasurer since August. 1992. Vice President since 
Apnl, 1992 and Treasurer since December 16, 1987. Deputy Treasurer from 1984 to 1987, 
Assistant Trea surer from 1983 lo 1984, employee ot lhe Company since 1970 

(18) Controller since August 1, 1995, Assistant Controller from January, 1993 to 
July, 1995, employee of the Company since 1993 Fina/'\Qal Manager. The Trane Company. 
from Apnl 1992 to O&eember 1992, Semor Manager. Audit Department., Deloitte & Touche, 
from January 1990 to March 1992, Aud1I Department. Oel01ne & TOOClie, from June 1981 to 
March 1992 Deloitte & Touche was formed In 1989 from lhe Inerger of Touehe Ross & Co 
and Oel01ne. Haskins. and Sells 

FORMER OFFICERS 

The names, ages. posIt,ons and offices tormerty held with the regIstranI and the business 
expenence for at least !he five years preceding their depanure from Southland of all persons 
who served as officers of the Company dunng 1995 but who no longer serve as such are 
shown below Also shown for each such person is the period dunng which he served 1n h,s 
office, as reflee1ea m the footnotes to lhe follOW1ng Chan 

··-o . .... o M Ffrltey p) 
Vetnott P l otm• t1 (2J 
JOMH Rodgetl {l) 
MICIIH I Rowne, (<I ) 
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(1) Vice President, Human Resources. from December 1987 to May 1995; Manager, 
Stores Human Resources, January 1987 to December 1987. Manager, Organizational 
Research & Oevelopmen1. from 1985 10 1987, Department Manager, Organ1zat10nal Research 
and Development, from 1 98◄ to 1985, Manager, Ofganizat,onal Research and Development. 
from 1982 to 1984, employee of the Company from 1977 to 1995 

(2) Vice President from Apnl 1992, and Controller from December 1987, to July 1995: 
Assistant Corporate Controller from 1977 to 1982, employee of the Company from 1973 to 
1995 

(3) Execu11ve Vice Pres1deni from June 1993, Chief Adm1mstrat1ve Otticer from 1991 and 
Secretary of the Company from 1987 unld February 1995, Senior Vice President from 1987 to 
June 1993, General Counsel from 1979 to 1992. v,ce President from 1980 to 1987. employee 
of the Company from 1973 10 1995 

~4) Senior Vice President, Merchandising, from June 1993 until February 1995, Vice 
President, line Management. from August 1992 to June 1993 Vice President, Central 
Reg,on. 7•Eleven S1ores, from October 1990 to August 1992, V!C8 President. Northeast 
R901on or Eastern Region, 7-Eleven Stores. from 1987 lo 1990, Division Manager, NortheHt 
Stores Region. from 1984 to 1987, Vice: PreMent. Retail Mart..ebng, of Citgo PetrOfftum 
Corporation from 1983 10 1984, Mar1teting Manager. EHlem Stores Region. 7 ,Eleven Stores. 
from 1981 lo 1983, employee of the Company from 1966 to 1995 

Item 2. PROPERTIES 

Under thtt Credit Agreemenl. virtually alt the Company's assets. not pcev,ously subjed to 
hens, are encumbered, 1nclud1ng both tang1b'e and intangible property rights, as well as stock 
1n the Company's non-lore1gn substd,anes. where such encumbraf\Ce is not otherMse 
proh1bded As of December 31 , 1995. there were approlumately 3,581 operating stor.s. 168 
non.operaling slores and 12 otner properties throughout the United States subject to 
mortgages (including both owned and leased properties) The hen against the Company's 
ownership or leasehold interest ,n any property will be released, with the consent or the 
Company's Senior Lenders, 11 the Company sells the property, the lease to the Company 
1erm1na1es or upon payment by the Company of the amounts due under the Credit Agreement 
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Operating and Franchising of Convenienc■ Food Stores 

7-ELEVEN At the end of 199S, the 7-ELEVEN stores group wu using 8S offices in 21 
stales and Canada The fotJowing table shows the kx:ation and number ot the Compan(s 7 -
ELEVEN convenienee stores (exduding stores under area licenses and or certain affiliates) m 
opera!Jon on December 31 , 1995. 

Statll/Ptovinu 
Operating 7.f:LfV(N COf'lvetiMnce St«es 

""-' l•MN(•) Tot•! JU. 

57 
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21 
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(a) Of the 7-ELEVEN con\lenience stores set fOfth in the foregoing t•ble, 769 are , .. .sed 
by the Company from The Southland Corporation Employffs' Sn1ngs and Profil Sharing Plan 
(lhe ·savings Ind Profit Shanng Plan1 As or yHr-end 1995, the Company also leased 62 
d osed convenience stores or otrice loc.tions from the Savtngs and Proftt Sharing Pfan. 

(bJ The above numbers indude 17 stores in Canada (that operate under• management 
contract) and two stores 1n New YOB; {operabng under a special franchise agreement 
r Genes1s·)), on which the Company has no interest In the real ptopeny 
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OTHER RETAIL As shown In the following 1able, at year-enc 1995. the Company 
operated •14 Ou,k Mart and SUPER-7 sIores in Caldomia, llltnois, Indiana. Massachusetts. 
Missouri. New Hampst11re, Texas, Virginia and Wisconsin and 19 High's Oatry Slores located in 
Maryland, Virginia . Pennsytvania and West V1rg1ma 

The fo1IOW1ng table shows the location and number of the Compa.r,y's Ouik Mart, High's 
and SUPER-7 locations ,n operabon on December 31 , 1995. 

Other Operating Retail Locations 

State Owned LHHd Total 

Cal1fom1a 3 0 3 

Illinois 9 0 9 

Indiana 3 1 4 

Maryland 1 10 11 

Massachusetts 2 0 2 
Missouri 2 0 2 
New Hampshire 2 1 3 
Pennsylvama 0 3 3 

Texas 2 0 2 
VU"g1ma 4 • 8 
West V1rgIma 0 1 1 

Wisconsin .ll ....l! .ll 
Total ..il ~ ~ 

OTHER INFORMATION ABOUT PROPERTIES ANO LEASES. At December 31 , 1995, 
there were eight 7-ELEVEN stores in various stages of construction. all but one on property 
leased by the Company The Company owned 21 , and had leases on 17. undevek>ped 
convenlen-:.e stcre sites In addition, 1he Company held 157 7-ELEVEN. High's and Quik Man 
properues available for sale consisting ol 78 unimproved parcels of land, 6' dOsed store 
locations and 15 parcels of excess property adjatning store k>c.abons. Al December 31. 1995, 
35 of these properties were under conlract for sale 

On December 31 . 1995. the Company held leases on .C57 dosed store 01" other non­
operating facilibes. 62 of which were leased from the Savings and Profit Sharing Plan. Of 
these, 34-' were subleased to outside parbes. 

Generally, the Company's store leases are for primary lefflls of from 1.C to 20 years, with 
options to renew for addrbonal periods Many leases contain provisK>nl granting the Company 
a right of first refuW In the event the lessor deodes to sell the prooerty Many of the 
Company's store leases. in addition to m1nunum annual rentals, provide tor percentage rentals 
based upon gross sales in Hcess of a specified amount and fOf payment of taxes, insurance 
and maintenance. 
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ACQUISITIONS On March 7. 1996, the Company acqwred from The Store 24 
Companies. Inc of Boston, Massachusens 13 s1ores located In Queens, the Bronx and 
Brooklyn, New Yortir., all of which are leased The Company plans 10 add these stores to rts 
franchised locaI1ons 

OTHER PROPERTIES The Company leases a 10,700-square.foot satelhle commissary 
constructed ,n 1991 tn Austin. Texas. lor fresh deli,.sty1e food preparal.Jon and d1stnbution. The 
Company also teases 64.447-square-feel of office/warehouse space and an additional 43,600-
square-feet ol land In Denver. Colorado, for a reg10nal equipment warehouse and service 
center 

The Company plans to dispose ol a five.acre tracl of land ,n Delanco, New Jersey, on 
which a 19,QOO.square-toot branch distnbut1on lac;ility ,s located This 1s residual property from 
the Company's d1sInbu11on and food processing ope,aoons thal were divestf'd tn lale 1992 

The Company also owns a 287-acre tract m Great Moadows, New Jersey, with a Closed 
Chem1ca1 ptant. a part of which is currently involved In environmenlal dean-up (See ·current 
Emmonmental Proiects and Proceedings," pages 18 lhrough 19, above ) 

Corporate 

The Company's corporate office headquarters Is in Dallas. Texas in a 42-story office 
building, known as C1typlace Center Easl The Company's lease covers the entire C1typlace 
Tower. but gives the Company !he nght lo sublHse to other parties. As of ear1y 1996, 
subleases had been signed wilh third parbes so that (1nd uding the space lec.Isea by Southland) 
the bwldmg Is virtually completely leased or reserved lor expans10n under C'jrfent leases. The 
Company currently utilizes other office space In and around Dallas {allho1..gh most corporate 
office space Is consolidated In C1typlace Center East) Dunng 1995, the Company sold a 22· 
acre tract of land outside Dallas and now holds tracts in Dallas. Texas. not 1nd uded In 
C1typlace, lotahng aboul 6 5 acres 

llem J. LEGAL PROCEEDINGS 

As previously reported, on October 24, 1990, the Company filed a vofuntary pellt.Jon for 
rt!hef under Chapter 11 ol the U S Bankruptcy Code in the U S. Bankruptcy Court for tne 
Northern D1stnct of Texas. Dallas 01v1s10n. Case No 390-37 119--HCA-11 The Company's 
Plan of Reorgamzatmn was confirmed by the Court on February 21 , 1991 Subsequent 10 the 
Company's bankruptcy fi11ng, the Company's senior lenders under the Credit Agreement {"Old 
Senior Lenders~) filed a proof of d a1m demanding. among other things, default interest, as a 
result of the Company's failure to make an interest payment due June 15. 1990 The 
Bankrup1cy Court issued IIs op1mon, on March 17, 1992, awarding approximately $1 2 2 million 
111 additional Interes1 lo 1he Cred1I Agreement Banks The Company nas appealed this 
deo s1on bu! recogmzed !he approx1malely $12 2 m1ll1on ol additK>nal interest expense in its 
l1nanoal statements for 1991 During 1994, a lener of credit was issued tor 1he account of the 
Company lo provide to !he Old Semor Lenders assurance of payment of such add1t1o""al 
interest expense if the Old Senior Lenders are successful In the appeal There were no 
material developments In this matter In 1995 
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;.s pre,M>ust-1 repor:ea on September 23 1993, the Company was servea with a 
summons ana Compla,ni ,n a purporte<J d ass action lawsuit en11tled 7-ELEVEN Owners for 
Fa,r Francrus1nq e1 al , The Soulhland Corpora!lon et al Case No 722272-6, m the 
sui>enor Coun lor Alameda County, Calllorrna Also named as delendants 1n the Complain! 
are Soutnland's ma1onty owners and vanous vendors who supply goods to 7-ELEVEN 
anctusees 1n the State of Cahforma The named pla1n1.Jtts purportedly represent a11 persons 

...,,no have o-...-nell 7-ELEVEN franchises 1n Cahfom,a al any time since August 1987 The 
complaint alleges a vanety of v1olat1ons of Califom,a state anl.Jtrusl laws, breaches of contract 
and other claims relatmg 10 discounts and allowances. vendor-supplied equ1pmen1. 
Southland·s accelerated 1n·,en1ory management program and the 24-hour opera11on of 7• 
ELEVEN stores 01scovery 1n 1h1s matler 1s proceeding The Company mtends to contest the 
cen1f1cat1on of a dass in tn1s hl1ga1Jon and to defend v,gorously against all of the pla1n1.Jffs' 
allega11ons In add1hon. on March 15, 1996. the Company was advised that a similar su11, 
brought by the same auomeys representing the pla1n11tts in the 7-Eleven OFFF case, had been 
filed 1n federal coun 1n the northem district of Cahfom1a. on behalf of a purported dan 
consisting ol all persons who owned 7-Eleven franchises dunng the last six years. except 
1hose localed in California The Company has not yel formally received service of process in 
1h,s act.Jon 

On August 17. 1990 the Supenor Court for Alameda Counly. Cahfomia approved the 
setl!ement ot a class ac11on suit filed aga1ns1 the Company. The suit was consohdated under 
the uue Market Franchise Cases (Jud Council Oki No 387) The plaintiff dass consisted of 
alt persons who owned 7-ELEVEN franchises m Cahfcmia at any time from May 24, 1973, to 
June 15, 1990 The Company has made settlement payments and credits (including anomeys· 
fees and llllgallon eJCpenses awarded to class counsel) lotalling approximately $16.5 million 
Class members' da1ms tola1hng less than S50,000 remain to be resolved The case was 
d1sm1ssed with pre1udice m 1995 ur.der the terms of uie settlement 

As previously reported. the Company Med a lawsuit 1n the U S 01slnct Court for the 
Northern Otstnct of Texas against Occidental Petroleum Corporal.Jon and OXY Oil & Gas USA, 
Inc . ("0XY7 to enforce certain contractual 1ndemn11ica11on provi sions retallng to environmental 
dean-up expenses 1ncurrE:d by the Company at locations acquired in 1983 from OXY During 
1he secon~ quarter of 1995. the Company and OXY agreed 10 submit !he manor to binding 
arb1tra11on, and. p1Jrsuan1 to the agreement. the Company received $4 7 million (net cf 
expenses) from OXY Art111rat1on concluded 1n January ol 1996 and the Company received a 
favorable ruhng from the arbitrator 

As previously reponed. a lawsurt en11Ued Emil V Sparano et al v The Southland 
Corpora11on et al was flied agamsl the Company 1n !he United Stales O,stnct Court for the 
Northern 01stnc1 of lllmo1s, m March 1994 Pta1n11tts are several franchisees of 7-ELEVEN 
stores 1n Illinois. Pennsylvania. New Jersey and Nevada, they purport to represent a 
nallonwide dass of all persons who have ownea 7-ELEVEN franchises anywnere m tne United 
States al any 11me since 1987 In add1t1on 10 lhe Company, several of the Company·s current 
or f:Jrmer oU,cers and a,rec1ors (John P Thompson. Jere W Thompson. Joe C Thompson. Jr 
(co,tect.Jvely. the · Thompsons·). Clark J Mallhews. II, Wat1on Grayson. Ill, John H Rodgers 
and Frank Gangi} conec11vely. lhe · 1nd1v1dual Oelendan1n) and lto-Yokado Co , lid 
Seven-Eleven Japan Co . ltd and IYG Holdmg Company (collect.Jvely, the "Foreign 
Companies") were named as defendants 1n 1h1s case 
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-.. So..i anas .rttr.t';eo o...t 
as o,eacneu ,ts contra ual 

e >greemenis oy t to 

s ana '°' m.-..nta a 
remoaei,no 7-ELE EN s"Ofes ana tne 9QUtPffl4tfl t aie, ana (2) fraudulent 
mIsrep,esentauons relating 10 e LBO .;<1a1b0n dalfflS were asseneo a; :.1 tne Forei;n 
Companies ana tne Thompsons for alleQed tortK>us in1erterenc.e with, a conspiracy to 
tortiously 1n1er1ere 'Mtn tne lrancn,se agreements by compte Soutnlana s Plan of 
Reorgan1zat10n 1n 1991 tne coun d1sm1ssed an or these cJa,ms 1n Novemr>er 1995 .Add11Jona1 
da1ms were asserted agarnst the Thompsons alleomg trauaulent mme0fesenta1,ons and 
traudulel"'t conveyctnce relatmg 10 1he LBO agarns1 all lndrvtdual Oefenoants oner than the 
Thompsons tor alleged fraudulent conveyance torttOUs interference With, and conspiracy to 
tortious:y mterfere with , the lrnnch1sees· agreements by au1nonz1ng Soutnland's completion of 
the LBO and execution of rts Credi! Agreement In 1987 The 1Md amendt!d complaint 
reQuests damages, mteres1 costs ond anomeys· ft:es ·1n e.-cess ol $1 bdhon • 

Soulhlana filed a mollon 10 dIsm1ss an d aIms asserted agamsl 1t, except the oreach of 
con1ract d a1m The lndM dua1 Oetendan1s and the Foreign Compan,es flied motions to 
d1sm1ss. mobOns tor recons1dera11on or mol!ons lor summary Judgment As noted above. the 
COlJrt dismissed all da1ms against lhe Foreign Companies and the Thompsons involving the 
tort1ous interference and con spiracy to tort1ously 1nterfer1t claims As a result, tncre are no 
da1ms pending against the F ore1gn Companies The court has no1 ruled on the other motions 
The court has a!so not yet deo dea whether the case win be permitted lo proceed a~ a class 
action 

Southland intends to contest pla1nt1trs· effort :o prosecute the lawsuit as a class action, 
and 11 also intends to vigorously defend all of the claims on the ments Southland tcheves thal 
11 has mentonous defenses to each ol the ciaims Al this time, hOwever. the hhgaton 1s still at 
an earty stage of deve1opment and the uit1ma1e outcome cannot be predicted 

As previously reported. on June 21 , 1995. a lawsuit was filed against the Company by T&L 
Property Serv,c.e. an atfihate of Tai.Tex. Inc ("Tai• TeX-) Tai.Tex 1s a water supp y company 
located near Round Rock , Texas The complaint was subsequently amended to mclude daims 
by Tai-Tu. its pnno.pals and certain ind1Y1duals who reside In or near Round Rock on behalf ol 
theMselves and a purported dass ot s1m1lar1y.s1tuated res1den1s. alleging personal 1n1unes and 
property damage as a result ot the release ot petroleum from underground storage tanks at a 
7•ELEVEN store in Round ROCI( In Marth, 1996, tr,e ind1v1dual da1ms ol lhe Ta1- ex en1Jt1es 
were severed from the dass action The Company strongly contests and 1s vigorously 
defending against both lawsuits Al this stage 1n the 11t1gat1on, 1ne Company ,s unable to 
predict the ultimate outcome of these cases 

011 or about August 31 , 1995, Southland was named as a defendant ma dass act,on filed 
in the 361st Drstnct Cou11 in Brazos County, Texas The case Is styled Arlurg M Vasguez 
et al v T•ne Soulhland Corpora110n et al and asserts certain da1ms on behalf or a purported 
Class of property owners whose properties have allegedly been damaged by petroleum 
releases from underground storage tanks al approx1ma1ely 150 former or current Southland 
locallons m Texas Southland's mohon lo transfer venue 10 Dallas County, Tttxas. was 
approved but the pta1n!Jffs have filed a motion tor reheanng and the heanng on that motion 1s 
scheduled lor Apnt 15. 1996 Southland strongly contests and Is vigorously defending against 
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th8 da1ms ,n the lawsuit At this eat1y 5tage 1n the lrtlgatK>n, 11 1s 1mposs1ble to predk:1 
Southland's exposure. If any. to bab,hty 

Information concemmg olher legal proceedings 1s incorporated herein from ·environmental 
Matters • pages 17 througr, 19, above 

In the ordinary course of business. the Company 11 also involved in various other legal 
proceedrngs wh1th, m the Company's opimon. are not material. either individually Of in the 
aggregate 

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No m2tters were submitted to a vole of secunty hofders dunng U'le fourth quarter of 1995. 

PARTII 

Item 5. MARKET FOR THE REGISTRANTS COMMON EQUITY AND RELATED 
STOCKHOLDER MATTERS 

The Company's Common Stock, $.0001 par value per share, is the only dass of common 
equity of U,e Company and represents the only voting securities of the Company. There are 
409.922,935 shares of Common Stock issued and outstanding and, as of March 8, 1998, there 
were 3,097 record hofders of the Common Stock. The Company's Common Stock Is traded on 
The NASDAQ Stock Mantel under the symbol "SLCM". The following informabon has been 
provided to the Company by the NASDAQ Stock Mantel. 

PRICE RANGE 
OUARTERS HIGH LOW CLOSE 

1995 
FIRST 4 23/32 3 7/18 3 3/4 
SECOND 4 3/8 3 7118 3 7116 
THIRD 4 1/8 2 718 3 
FOURTH 4 1/4 2 15116 3 5118 

1994 
FIRST 8 3/4 3 13/16 3 718 
SECOND 6 1/4 3 7/8 8 1/4 
THIRD 6 3/8 4 112 5 3/4 
FOURTH 5 13/16 4 1/4 4 112 

(a) These quotations reftect inter-dealer prices without retail mant-up, mark-down or 
commission and may not necessarily represent actual transactions. 

,. 



The indentures govemIng the Company's outstanding debt secun11es do not permit !he 
paymen1 of cash dlVldends except ,n hm11ed circumstances The Crea11 Agreemen1 also 
restr1C1s the Company's ab1hly lo pay cash d1v1dends on the Common Slock 

Under Te.as law, cash d!Vldends may only be paid (a) out ot !he surplus of a corporallon, 
which Is defined as the e,;cess ot !he Iota! value of the corporation's assets over the sum of I1s 
debt. !he par value of ,1s stock and !he considera tion fixed by lhe corpora11on's board of 
directors for s1ock Without par value. and (b) only 11, atter g1vtng eflecl !hereto. u,e corporation 
would not be insolvent. wn,c,, ,s defined to mean the 1nab1hty of a corporation to pay 11s debts 
as they becom.1 due m the usual course Surplus may be determined by a corporatIon·s board 
of directors by. among other lh1ngs. the corporation's fmanaat statements or by a lair valuation 
or 1nlorma11on from any other method that 1s reasonati le in the circumstances No assurances 
can oe given that the Company win have suff1oent surplus to pay any cash d1v1dends even 1f 
the payment thereof 1s not olhet'Wlse restncted 
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ttom 7. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RE SUL TS OF OPERATIONS 

RESULTS OF OPERATIONS 

Summary of Results of Operahons 

The Company's net earnings for 199S were $270 8 m1ll1on, compared to ne1 oam1ngs of 
S92 0 million in 199< and $71 .2 m,lhon in 1993 Con11nued improvement in the Company's 
operating performance resulted ,n a 38% Increase in 199S eam,ngs before income taxes 

Years Ended Pes:ember JI 

(Dollars WI Mllhons, E11cept ~ -Sha,e Data) 
Earnings {loss) before income ta11es. ex1raordin.1ry gain and 

cumulal1ve effect of accounting change 

Income lax benerr1 (expense) 
Ex1raonhnary gain from partial rt<Sempt,on ol tM Company's 

4 112 and 5% debentures in November 1995 
E.tlraordlnary gain from redemption of the Company s 

12% Senior NOies (refinanced In August 1993) 

Cumula11ve e ffect of accounting change for 
postemploymen1 beneli1s 

Net eam,ngs 

Net earnings per common share (pflmary and fully diluted) 

Jjll 

S 101 5 $ .. , 
1032 

S 2708 

85 s 

.!W !ill 
73S s (2.e) 

,. 5 (8 7) 

99.0 

(1115) 

020 7t 2 

22 s ,, 
Each year's resulls induded the following special or unusual items. In addition 10 the items 
noted above 

Ye,rs Ended Oeqmt,e, 31 
(Dolars.rJ Millons) 
Sevt"rance and related costs 

Deferred Income IP benerr1 

loss for store dosings and d1spoS111ons of properties 

Oisposi1lon of Chijet, a fixed-base operation al 

Dallas love F~ Airport 

lW .!W 
S (134) S (74) 

143 300 
(37) 

.!Ii} 
(7.2) 

(48.2) 

(108) 

The Company's operatmg improvement in 1995 was pnmanly due to savings in 

·0perat1ng, S.Uing, GeMral and Adm1nistra11ve· (OSG&A) expenses Attnough store clos.ngs 
(173 average) resuNed in a dedine in total merchandise gross profit compared to 1994, 
average per-store merchanchse sales and gross profits improved in eac:h quar1er in 1995 over 
199-4 

(Ercept where noted. all per-store numbers refer to an ave,age of all stores rather than only 
stores open more than one year) 
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F,nancial siatement Changes 

The Company has made the following changes to rts financial statements for all years 
presented. and has restated such items 1n the compansons provided lo ma1nta1n consistency 

Total Revenues • interest income was reclassified from ·Other Income" to ·1ntere.s1 
Expense. Net " (See Nole 1 of "Notes lo Consoltdated Financial Statements"). and 

11) Cost of Goods Sold (COGS) • Buying and oecupancy expenses were reclassified 10 

OSG&A expenses Altnough these Changes were made for financial statement purposes 
dunr,g the fourth quaner of 1995, pnor Managemenrs Otscuss,on and Analysis had been 
exdud1ng buying and occupancy expenses. as well as certain merdlandise and gasoline 
inventory-related exper,ses. from per-store gross profit and margin results 

111) Profit Shanno Contnbut1on - this expense IS now included 1n OSG&A expenses 

Management Strategies 

Since 1992. the Company has been cornmitted to several key strategies that it believH, 
over the long term. WIii further d1fferenllate 11 from rts compe1I1ors and allow 7-Eleven to 
mamt~In its po~tion as the premier c.onventence store charn In the induslly These strategies 
tnciude an upgraded store base. a customer-dnven approach 10 product selection; an 
everyday•fair-pncing pohcy on all items. daily delivery of fresh pensha~• rtems. introduction of 
h1gh-quah1y, ready-to-eat fresh foods, and the implementation of a retail au1omadon system. 

The Company plans 10 upgrade rts stOfe base by remodehng eJOsting stores, dosing 
underperlom11ng s1ores and developing new sites Over the last few years. the Company has 
devoled the maJOOty of its capital resources toward the most extensive remodeling of its stOfe 
base ever undertaken In conjunction with the remodeling program, the Company has been 
prumng r:s store base by dosing Of disposing of those slores tl'\at are not eiq,ec.ted to achteve 
an acceptable level of profitabd1ty 1n the fulure As a result. the Company closed 228 stores in 

1995. 184 In 1994, and 401 1n 1993 The Company expects to complete its remodeting 
program by the end of this year; hOwever. it wtll continue to refurt:Msh its store base as 
necessary The planntng process for new store sites ,swell underway The Comp.any's capital 
investment focus WIil shift to store development (see Uqutd1ty and Capital Resources • Capital 
Expenditures) lrutial plans are 10 strengthen i1s position by expanding the store base in 

eJ[1st1ng mar1(ets. with store openings in 1996 expected to offset store closingsldlspos1tions 
HcrNever. by 1997 the Company expects new store openings to significantly outpace dosures 
eacn year 

The cuslomer•dnven approach to merchandising. which was adopted by the Company in 
1992, cont,nues to focus on prov1d1ng the cuslomer an expanded selection of quality products 
at a good value This ,s being accomplished by emphaslZ.lr,g the importance of ordering at the 
store level, removing slow-moving items and aggress1vety 1ntroducng new products 1n tne earty 
slages of thetr hfe cyde This process, which has c.ontnbuted to improved sales: and pr:fits, 
WIii be an ongoing part of managing our business in a continual effort tc satisfy the 
ever-changing preferences of our customers 
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The Company's eyeryday.fa1r- pnong s1rategy. wh.ch was 1nlroduced in 1992, has p10y1ded 
cons1s1en1 pnces on all items by reducing ,1s rehance on d1scounllng As a result, some 
product pnces were ,ncreased, while others were lowered to aeh1e11e more cons1s1enl pnc,ng 
on all producls Going for.vard, the Company plans 10 migrate 1oward lower retail pnces as 
lower product costs are achieved through con11ac1 nego11at1ons or strategic alhances with 
supphers and d1stnbutors 

Dally delwery of fresh penshable items and h1gh-quahly ready-lo-eat foods 1s another key 
management strategy Implementation of this stralagy includes third-party development and 
operation of combined d1stnbu1ton centers ("C0Cs1. lresh•food comm1s sanos and bakery 
fac1ht1as in most ol the Company's mantels around tne country. The commissary and baker, 
ready-lo-eat items. like tresn sandwiches and pastnes, along with goods from multiple vendors 
such as dairy produc1s, produce and other perishable goods, are ·combined~ al a d1stnbu11on 
center and deh11ered daily to each store In addition 10 providing fresher products and 
1mprov1ng in-stock conditions from daily deltYenes. the combined d1stnbu11on 1s also 1ntendeo 10 
provide lower proauct costs, 1n part from yendors· sayings, through this approacl'l The 
Company expects the improved freshness and lower cost of the products from these 
operations 10 improve sales and gross prollts Al the end of 1995. over 800 stores were 
seN1ced by 1he COCs and earned fresh food products manufactured by the comm1ssanes 
Further expansion of these programs 1s anbc,pated ,n 1996 1n the folk1wlng malk.ets 
Denver/Colorado Spnngs, Baltimore, Richmond/Norfolk, San Jose, Orlando/Tampa, and 
Chicago When operational, COCs in these mantets will make da1ly-dehvel'ed fresh food 
available to nearty one-half ol the Company's stores 

Ttie aevelopment of a retail au1oma11on system began m 1994 n,e 1n1t1al phase, wh1Ch 
wtll be comptelfl'd rn ear1y 1996. involves installing ,n.store processors r 1s?s") 1n each store 
that Wilt automate accounimg and other store.\evel tasks The second phase involves 
1ns1all1ng cash registers wn1Ch, among other things, w,11 feed data d1rcc.Uy to the ISP Aller 
fulure pha!.es are complete, the sys1em will provide each store and its suppliers and 
d1s1nbutors wilh 'ln-hne 1nforma11on 10 make better deos1ons ,n an11c1pahng customer needs 

The Company recorded net sales of $6 75 btlhon for the year ended December 31 , 1995, 
compared to sates of $6 68 D1ll1on ,n 1994 and 74 b1lhon m 1993 To strengthen its store 
base (see Management Strategies). the Company has closed more than 800 underachieving 
s10res over the last three years Same-store merchandise 1.1les ,ncreases since 1993 have 
m1r.1m1zed the lost sales from store cios1ngs, resulting in tolal sales remaining flat dunng this 
time penod In add111on. 1994 and 1993 merchandise sales results were adversely impacted 
by the della11onary effect or cigarette pnce reductions (on certain premium brands) assooated 
with manulacturers' cost reductions starting in August. 1993 The total sales 1naease ,n 1995 
was pnmanly due to higher gasohne gallons and retail sales pnce per gallon 
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U S same.store merchandise sales 1nu eases or (decreases) as compared to the pnor 
year and inllat1on 1nformat10n 1s presented below 

Veg!} Ended Df!M mt)!!r )1 

/nc,etts r,/(o«t,:as~) from pnor ~a, 1m ~ .!.iil 
same-sto,e sales , ... ,, .. (27)% 

Same-sto,e ,eal g,owtr, , u cl lld1ng mllallon ,. .. (471% 

7-E leven lnna110n (dena110n) ,, .. ( 7)% 22" 

Overall , domestic same.store merchandise sales growth continued 11.s positive trend in 
1995, however resuits vaned by geographic region The largest ,naeases occurred 1n those 
a,eas With the tughest percentage or completed remodels (Florida 4 8% and Texas/C,lorado 
4 1%) Conversely, the 5outhem Cahtom1a area, 1Nh1ch includes 18% of the Company's 
llomesttC store s. expenenc.ed a decline ol almost 1 5% due to a sluggish economy In 
ada111on 111, s is the area where the lowest percentage of remodels has been completed 

Ga-.ohne sales dollars per store 1ncrea~ed" 0%. 8 7% and 9 1% 1n 1995, 199' and 1993. 
resp,ect,vely Th,s improvement 1s pnmanly due to per-s!Ofe gallonage improvement of I 0% 1n 
1995 7 8% 1n 1994, and 11 1% in 1993, reflect.Ing the impact of several successful business 
strategies Gallon volumes in 1995 did not sustain the high yrowth levels expenenced m 199:? 
and 1994 as a resul1 of mantel factors wtuch 1ttec1 the way the Company manages ,ts 
gasohne business 

Other income of $71 0 mdllon for 1995 was $4 6 m,lhon higher trtan 1994 and S9.4 m1lhon 
htQher than 1993 The improvement 1s pnmanly the resun of ina eased royalty cncome from 
licensed operations 

Merchandise Gross P,ori1 Da11 

M~1Chanch!te gros!o proriT • c10111ts ,n ....,.,,, , 

IQC!! H t'CPWttltl (r9"" MOt 'di! 
.A verage per-s10fe gro» pro(IT d~ lar change 

Margin percen1aoe po,m ctange 

Average per-stvfe mer and1!te Y1es 

YH? Ended peumtpe, ,,J 
1W .!.ii! J.:li} 

St 7i0 2 $1 791 1 $1,8'7 9 

" " ( 01 ) 

" "' 
'"' ( 50) 

l 2" 

:z , ,r. 
121 
, , 1)% 

Even U'lough tolal merehand,se gross profits have decidle<J pnmanty from fewer stores. 
merct,and1se gross profit per stOfe has cons,stently improved over pnor year results tor each of 
tne last twelve quarters 

Merehand1se gross profrt margins 1n 1993 increased as a result of the Company's 
1mptementation of rts everyday-fair-pncmg strategy, whlCtl reduced d1scountmg and 
promotJonal activities {see Managemenl Strategies) Margins nave also ~ favorably 
affected by lower cigarette costs (beg1nmng in August 1993) arni lower product costs under !he 

" 



Company's supply agreement w,th Mclane In 1994, w,th the reduction of d1scoun11ng 1n 

ptace. the Company tested lower pnces 1n cenam pans ol the country as pan of a more 
aggressive everyday.fair•pnc1ng stralegy These lower pnces, combined w,th increased costs 
tor disposal of slow•mov1ng merchandise. were pnmanly responsible for the decrease 1n 1994 
merchandise margins 

Dunng 1995, merthand,se margin dedined slighliy compared to 1994 While some higher 
margin ca1egones, sueh as services. showed gOOd growth throughou1 the year, overall 
merchandise margin ded1ned m the founh quaner almost 5 percent compared to the same 
penod las! year This decline was the result of several factors including ns1ng costs that were 
no1 entirely passed on to me consumer, 1ni11a1 introductory cosl.s assooaled w,th new 
rresh•food produc!s and increased focus on delel,ng slower-moving ,terns Management 1s 
ac11vely working 10 ma1nta1n a merchandise margin level consistent w,th last year 

Gasoline Gross Profit 0 111 

lllf!ftSf'Ydtc'ttHI tro,n MOr Y!f' 
AverM.Je per.store gros.s profit dollar Ch:inge 

Margin po1n1 ctoange (1n c~,s per gallon1 
Ave13'1e per-sl<>1e gas gallonage 

Yt-fr;; Ended PM:emr,e, 31 

Jill ~ llli s 19211 s ,gg,s s 1956 

(33)% 

(60) 

'"" 

.,.. 
06 

7 . .. 

334% 

2 37 
111% 

In 1995, g3sohne gross profits dedmed S6 7 m1lllon from the levels actueved 1n 1994 due 
to lower margins (1n cents per gallon). which were affecte.a by market cond1t1ons lhaf kflpt 
wholesale cosls high tor mueh or 1he year wtule compe11t1vc pressures kept re1a1I pnces soft 
Gasoline gross prom dollars and margin were unusually high in the rounh quaner of 1994 as a 
result of favorable maf1'.e1 condr11ons created by L'le teaerally mandaled fuel retormulat1on 
program Contnbuting factors lo the strong results 1n 1993, 1994 and fl'le first three quaners of 
1995, were the Company's busmess strategies which dosed low-volume tocat10ns. enhanced 
the appeal and convenience of its gas facd1hes and placed increased emphasis on .:,y.s1ore 
management ol gasolme merehand1s1ng 

Qpera11ng Selfing General and Adm1rnstrat1ve Expenses 

Years End!::d Ptcempe, 3J 
(Do#arsin M,/llonsJ 

Total ope1a11ng, selfmg, general and admm1s11ahve upenses $ 1,&67 O $ 1,eee 6 $ 2 030 • 

Ratio of repor1ed OSG&A lo sales 

Oeaea$-E! ,n ,eponect OSG&A compated 10 pr10, yea, 

Deetease l M adJusted OSG&A compa1ed lo pnor year • 

277% 283% 301 % 

$ (21 6) $ ( 1'1 8) S (93 7) 

$ (239) $ (867) $ (i81 ) 

• itdjustBd to e,cludo selfl!lfance nnd related costs and the IOn: 101 Slore clOsings ana ChspotJt,on of 
proper1H!s, i,,cludltlfl Cd•Jt!t /see Sum,rnuy of Results of O~tlOf'l s} 

The ma1onty of !he decrease 1n OSG&A expenses, as adJusted, resul!ed from cost savings 
reahzed from reductJons m forte that began late 1n 1992 and con11nued through 1995, 
combined w,th the effect of havmg fewer s1ores (see Management Strategies) 
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The Company continues to rev,ew the lune11ons necessary to enaDle 11s stores to respond 
taster and more cos1 eH1cienlly to rapidly Changing customer needs and preferences In 
c.oniune11on w,th this rev1ew the Company contrnues 10 reahgn and reduce personnel and 
office raohtJes m order to ehm1nate non-essential costs 

In December 1995 the Company's plans resulted 1n a 513 4 mllhon accrual. of wn,cn 
ss O m1lllon was tor severance benefrts and $8 4 mdlton tor reductton of office space 
ReductJons ol more tnan 400 employees througnout the Company w,11 result 1n annualized 
sa111ngs of appro.1omately S20 m11hon The olf1ce dos,ngs and consolldahon.s involve field 
operating and staff 1oca1,ons as well as the Company's headquarters faci1111es ("C,typlace1 
White me execut1on ol the o111ce clans writ take most or tne year future years· annuahzeo 
savings lrom these 1n,t1a1,ves WIii be approi:,mately $5 milhon 1nclud1ng potential ,neome from 

adc2it10nal Cityolac:e leases 

In Oecemcer 1994 the Company awued $7 4 m1IJ10n for severance costs ana office 
reduC'oons The employee 1erm1n.a11ons were comple!ed 1n 1995 wn,1e the office reahgnments 
w,11 be comple1ed ,n 1996 along w,th those previously C:hscussed Changes from the es11ma1es 
for 1994·5 ong1 al 57 4 m1!hon accrual did not have a ma1enal impact on 1995 earnings 

Interest EApense ft4el 

The Compa,-.'(s net interest e•pense "' 1995 decreased $9 4 m,ll1on compared 10 1994 
Most ol u,e sa11tngs related to non-cash mteres1 wn1ct\ dec.hned due to the refinanong of the 
term loans under the sen10r bank debt credit agreement rcred,t Agreement1 tn 
December 1994 and the eJdens10n of the repayment of tf'le debt relating to its headquaners 
faolrties (C1ryplace) at a lowt!r interest rate 1n February 1995 (see LlqulC.,t,' and Capital 
Res.ources • Ftnancmg Act1'11t1es) The adverse impact ol the 1 1% nse ,n the WetQhted 
average interest rate on tne Company's noat1ng rate debt dunng 1995 1nr.reased u-,1erest 
expense appro1uma1ely 58 m,ll1on However the 1 5% reduction 1n the margin tfla: the 
Company negot.1ated wrth tts bank lenders 1n the refinanang 1n late 1994 offset a poruon (S5 
m,lhon) of this increase 

In November 1995 tne Company consumma1ec1 a $2 16 7 mdhon tender otter 10 purchase 
a Pof'1.10t1 (5263 3 m1lhon face value) of ,ts pubhc debt secuntlftS (see L,qu1d1ty and Capital 
Resources • Financing Act1vrt1es} The purct\ase was 1,nanced by the issuance or $300 m1lhon 
of 4 5% ConYertible Quarterly Income Debt Secunties due 2010 ("ConvertJOle Oebt1 The 
aMual interest ei:pense of $13 7 m1ll10n lrom 1uu1ng the Convertible Debt w,U not be offset Dy 
a co,responding reduction 1n interest expense fo, the retired debenlures "nee the re red 
deDentures are subJect to Statement of Frnanoal Accounting Standaras No 15 rsFAS No 
151 treatment Des te the ,ncremental ,n1eres1 expense from the Conve~ e Debt. the 
Company eapecis total interest expense 10 remain Hat tn 1996 due to u,e H:pectatJOn of lower 
float.Ing rates and debt balances coupled with lower 1nort-1erm bOrfOW\ngs lrom use at the 

convertible deot proceeds not used 1n the tender ofter 

Net 1n1eres1 ei:pense 1n 1994 increased sn 2 m1thon over 1993 pnmanly cue 10 the 
ret1nancing at tne 120-. SenlOf' Notes With wonong capital and bani!. debl in Augusl 1993 
Unlike the interest on me bank debt. interest on the 12% Sen10r Noles was subJect 10 SFAS 
No 15 treatment wJth interest payments recorded as I reducbon of pnnopal rather than 
1nte,e11 e..:pense (see Note 8 of ~Notes to Consohdated Fmanoat Statements1 Net mtere. 1 
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expense 1n 1993 was $1 56 million tower than ,n 1992 pnmanty due 10 lower mlerest rates on 
floating rale debt, combined with greater use of commercial paper, which has lower 1nteres1 
rates than 01her debt instruments Partially offsettmg the ded1ne 1n interest expense was lower 
interest income resul11no from !he receipt m 1992 of S5 8 m1lhon m interest on tax refunds 

,:..pproxsmately 35% ot the Company's debt contains floating ra1es, which had a weighted 
average interest rate of 6 62% lor 1995 versus 5 51% and 4 52% lor 1994 and 1993, 
respectiV"ely In the firs! quaner ol 1996, the Company reduced its exposure to shon-term 
fluctuations 1n ra1es on a substan11al pon1on of tis lloatmg : ate bank debt by selecting one year 
UBOR matunhes at cuncnt lavorable rates rather than the shoner terms 11 has selected ,n the 
past 

The Company recorded tac bene!1ts m 1995 and 1994 or $66 1 million and S18 5 m1lhon, 
respect,vety, compared to a tax expense ol $8 7 m1lhon 1n 1993 Dunng the founh quant!r of 
1994 as a result of the Company's an11c1paled 1995 taxable earnings, lhe valuation allowance 
for deferred taxes was reduced $30 m1ll1on Dunng the fourth quaner of 1995, due to the 
Company's demonstrated a011ity 10 produce h1gner levels of taxable income, the remaining 
pon,on ol the vah.'-olt,on 31lowance was reversed producing an $84 3 m1lhon benefit 

LIQUIDITY AND CAPITAL RESOURCES 

The rnaiorny of !he Company's work.mg capital ,s provided Prom lhree scurce~ 1) cash 
flov,s generated Item 11S operaling ac11v1!1es, u) a $400 m1lhon commeroal paper faobty 
(guaranteed by tto-Yokado Co , lid ). and m) short-lerm seasonal t>orrowings of up 10 
$1 50 m,thon under 1ts revolving credit tao hty The Company believes that operaling act1v1t1es 
coupled with available short-lerm work.1ng cap11al lacd1t1es will pro'11de sulhoent I qu1d1ty to tund 
cunen1 operaling and capital eipend1ture programs, as well as to serv1Ce debt requirements 

Finanong Act1vr11es 

On November 22. 1995. the Company completed a tender offer for 40% of !he face value 
or t>oth rts 5% First Pnority Semo, Subordmaled Oet>entures d1.:e December 15, 2003 
(S 180 6 m,lhon) and 4 112% Second Pnonty Semor Subordrnated Oeben1ures (Senes A) 
($82 7 m1llton) due June 15, 2004 (collectively, the · 0ebenturen Under the terms of !he 
offer, Iha hnal cleanng pnces were $840 00 and $786 00 tor the 5% and 4 112% Deben1ures, 
respectJvely pt:r $1 000 lace amount resulhng 1n a cash oullay by the Company of 
S216 7 m1lhon 

To l,nance the pu,chase or me Debentures, the Company issued $300 m1lhon 1n 
ConvertJDle Debt lo Ito-Yak.ado Co , lid and Seven-Eleven Japan Co , lid , tne 1oint owners ol 
IVG Holding Company, Nh1ch 1s the Company's maionty shareholaer The rema1mng procHds 
ol $83 3 m,lhon were made cwa,lable for general corporale purposes The Con•,ertJbla Deot 1s 
sut>oramated to all ex,s11ng debt, has a 15-year term with no amonizat1on and 1s convertible 
into the Company's common shares at $4 16 per share 

The Company recognized a $103 2 m1lhon after-tax. utraotdinary gain on the purchase ol 
tne Debentures 1n the fourth quarter of 1995 The gain resulls from i;:urd'las1ng 1he 
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Debentures below 1he1r lace value and from retmng the future undIscounted mteres1 payments 
on Iha! portion of the Debentures being purchased As a result of lhe Company's financial 
reslruClunng In 1991 , SFAS No 15 requ,red the Company to 1nciude I1s future undiscounted 
interest payments on !tie Oebenlures m tne carrying value of lhe deb! on the balance sheel 

The Company's Credi! Agreement conlaIns a S300 m1lhon term IOan and a revolvtng credit 
facd1ty The term Joan has seheduled quarterly repayments ol $1 8 75 m11!1on commencing 
Mareh 31 , 1996, through December 31 , 1999 The revolving credit laohty contains both a 
revolving loan r Revolver") and tener of credi t subfac1hty. each having a mon:Imum limit of 
S150 million and expiring on December 31, 1999 Interest on the Revolver and Term Loan Is 
generally bc.sed on a variable ra:e equal 10 !he .1dmtn1 stratl',le agent bank's base rate or, at the 
Company's option, at a rate equal to the Eurodollar rate plus 975% per ye,u 

The Credrt Agreement contains cenain l1nanaal and operaung covenants reqwnng, 
amor.g other rh1ngs the maintenance or certain t1nanaal ratios, 1nclud1r,g interest coverage, 
fixed Charge coverage and senior indebtedness 10 ea,nings oefo,e in1erest ta)les, depreaabon 
ar,d arnonIz.at1on \ EBITOA·) The covenant levels eslabllshed by the Credit Agreement 
generally 1equIre conhnuIng improvement rn the Company's f1nanaal cond11Jon 

For the period ended December 31 . 1995, the Company was In comphance with atl of the 
covenants ,equi,ed under the Credi! Agreement. mdud1ng compliance with the pnnapa1 
l1nana al and operabng CO'lenants (calculaled over the latest 12-monlh penod) as follows. 

Covenants Actuals 
Interest cove:age • 2 82 to 1 O 
Fixed Charge covttrage 1 10 to 1 a 
Senior indebtedness 10 EBITDA 3 56 to 1 O 

• mcludes eff9cts of the SFAS No 15 interest payments 

Requirernenls 
M1n1mum 
210to10 
1oo101 a 

4 1010, a 

The issuance of !he Convertible Debt and the lender offer for the Debentures dtd not 
require !he approval of the Company's lenders under !he C1ed1f Agreement However, dunno 
the fourth quaner, the Company obtained an amendmenl to the Credit Agreement that allows 
greater flex1b11i!y on uses of the proceeds from the issuance or the Convertible Debt and how 
the relinancmg Is 11eated under certa in tinanaal covenants The amendment allows the 
Company, among other thmgs, 10 make subsequenl purchases of subordinated debt With any 
remaInmo proceeds and lo exclude payments tor such purchases lrom the Company's fixed 
charge coverage ra1I0 

In 1995, the Company repaid 5289 4 million of debt, of which 5216 7 m1Hton related to the 
lender olfer tor the Debentures Other pnno pal reductions dunng the year were $72 7 m1lhon, 
of wh1Ch $34 6 m1lhon was for SFAS No 15 In1erest and $23 9 million was for pnnapal 
payments on the Company's Yen-denommated loan (secured by the royalty income stream 
from its area licensee tn Japan) Outstanding balances at December 31 , 1995, tor the 
Commeroal Paper, the Term Loan and the Revolver were S350 2 m1lhon, S300 a m11JIon and 
zero. respectwely As of December 31 , 1995, outstanding letters ol credit issued pursuan1 to 
the Credit Agreement totaled $80 4 m1ll1on 
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As a result al an agreemen1 reached m con1unchon W1lh the Company's bankruptcy 
proceedings m 1990, on February 15, 1995, the 7 7/8% C1typlace notes, ,ssued by C1typface 
Cen1er East Corporallon r cCEC~). a wholly owned subs1d1ary of the Company. were repaid 
under a dra'Mng of a letter al cred11 issued by The Sanwa Bank, lid Under such agreement. 
the term of matunty of the indebtedness of CCEC resulting rrom such draw has been extended 
Dy ten years 10 March 1, 2005 New terms include monthly payments al pnnopal and interest 
over the ten-ye ar penod. based upon a 25-year amort1zat1on at 7 112%. W1!h the rema1n1ng 
pnnopat due upon matunty 

Cash Frnm Qpera11ng Act1 ,111res 

Net casn provided by operat•ng ac11v1t1es was $236 2 m1lhon for 1995, compared 10 
$2716 m1l11on 1n 1994 ana S232 1 m1lhon in 1993 (see ~Results al Opt!rat1ons~ section) In 
1995 other items affecting operating cash flows 1nduded a $13 4 m11!1on payment related 10 an 
IRS exammation ol lhe Company's Mings for 1990 and 1991 Sueh payment had no matenal 
ellect on 1995 eam,ngs 

Cap1tat E"Dend1tures 

Our,ng 1995, ne1 cash used 1n investing activrlles c:ons,sted pnmanty of payments or 
$192 2 m11hon tor property and eQutoment the ma1onty of which was used for remodeling 
stores upgrading retail gasohne faoh!Jes. replacing equipment and complying with 
enwonmental 1egu1a110ns Through December 31 , 1995, appro,umately 4,100 stores tiave 
been remodeled The remoe1els are lccu stng on the features that are rnosl nollceable 10 
customers and have the rr.ost 1nimed1ate and pos111ve ,mpac:t on store performance such as 
lighting and sccunly, food servtGe equipment necessary mi11ntenance anrt cons,stenl rmage 

The Company e1tpec1s 1996 cap11a1 e1tpcnd1tures to be appro1trmately s210 m,lhon 
(e1tciua1ng lease commitments). pnmanly to complete remodels s1ar1ed 1n 1995 and to remO<Jel 
about 1,100 add111onal stores The rema1n1ng cap11al W1U be used for development or new slore 
sites . to replace equipment, 10 upgrade gasoline lac1h11es and to c:omply with environmental 
regulations While the Company will look at the economics of each new !ille. 11 antiopa1es that 
11 w-11 finance now store construc11on pnmanly through leases conta mng 1n1llal term s of 
1S-20 years with typical option renewal penods 

Capital E•pend1tures • Gasoline Equipment 

The Company incurs ongoing costs to comply With federal, slate and local environmental 
laws and regulations pnmanly re1a11ng to underground storage tank rusr) systems The 
Company an11c1pa1es 11 w,11 spend appro1t1matety $12 m1ll10n ,n 1996 on :ap,tal improvements 
required ' O comply wim enwonmenta1 regulations retatmg to USTs, as well as above-ground 
vapor rec..overy eQu1pment a1 store locallons and approximately an add111onal S21 minion on 
such capital 1mpro\lemen1.s from 1997 11,rough 1999 

Enwonmental C9mp11ance • Stores 

The Company accrues for the anllopatea future cosls or en\11ronmen1al d ean-up activ1tres 
(cons,stJng or environmental assessment ana remed1a11on) rela!Jng to ::tetedeel releases ol 
regulated substances at 11s e.-1st1ng and previously owned or operated s11es at Wh1Ch gasolme 



nas been sold (1ndud1ng store sites and other faciht1es that have been sold by the Company) 
At December 31 . 1995, the Company has an accrued hab1hty or $63 7 m1mon lor such actIvIt1es 
and anbo pates that substan11ally all suc.h e•pend11ures will be incurred wiIh1n the next five 
years Thts esI,mate ,s based on the Company's pnor experience with gasolme sites and its 
consI<JeratIon of such factors as the age or the tanks, loca11on of tank sites and oxpenence 
with contractor s who perform environmental assessment and remedial wont 

Under state reimbursement programs, the Company Is ollg1ble to receive reimbursement 
for a por1Ion of future costs, as welt as costs prev10usly paid At December 31 . 1995, the 
Company has recorded a gross rece1vab!e of S73 4 mi1hon (a net receivable of $59 7 m1lhoi 
atter an allowance of S 13 7 million) lor the estimated probable s:ote reIPlbursemenI There Is 
no assurance or the 1JmIn, of the rece1pI of state reimbursement funds, however. based on its 
expenence. the Company expects 10 receive the maIonty of stale reimbursement funds wittun 
one to four years after paymenI of eligible assessment and remedIaI1on expenses, assuming 
that the state admmistratJve proceduIes lor processing such reimbursements have been fully 
developed 

The estimated future assessment antj remed1aI1on e)(pendIIures and !elated stale 
reimbursement amounts could change within the near lu!ure as govemmenla1 requirements 
and stare reImbursemenI programs contJnue to be ,mplemented or revised 

Env,ronmental Compliance • Chemical Plant 

In December 1988, the Comp3ny dosed IIs cnem1cal manufactunnr; lacll,ly ,n New Jersey 
As a result, the Comp3ny is required 10 conduct enwonmental remedia11on at tne hecihty and 
has accrued a ltab1hly lor this ourpose. As requ1red, the Company has submitted a dean-up 
plan 10 the New Jersey Department of Env1tonmental Protection (the ~state1, whICh provides 
lor remed.atson of the site lor approximately a three- to l ive-year penod, as welt as continued 
groundwater treatment tor a proIec1ed 20.year penod. While the Company has received initial 
comments from the State, the dean-up plan has not been finahzeC! The Company has 
recorded hab1hties representing its best estimates of the clean-up costs of S37 8 million at 
December 31 , 1995 Of this amount. S31 7 milhon was lnduded m deferred credits and other 
habll,ties and the remainder In accrued expenses and other liabihttes In 1991 , the Company 
entered mlo a settlement agreement with a large chemical company that formerty owned the 
fadllry Under the settlement agreemen1, the former owner agreed to pay a substantial portion 
of the d ean-up costs descnbed above. The Company has recorded a rece,vable of 
$22 0 m1lllon at December 31 , 1995, represenl!ng the former owner's ,ort1on ol the dean-up 
costs 

None of the amounls related to envsronmental hab111!1es has been discounted 
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THE SOUTHLAND CORPORATION AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 

DECEMBER 31 , 1ttl AND 11M 

(OollaB in ThOusancls, Except Per-Share Data) 

1W 

CURRENT ASSETS 

Ca!>l'I and caSh equivalents 
Accounts and note.s rrce,vat>le 

!nven1ories 

Other cu'Ten1 asse1s 

TOia! current a~l'l 

PROPERTY AND EQUIPMENT 

OTHER ASSETS 

'3,047 
107,224 

102,020 

103,818 

3S6,107 

1,335,783 

389.227 

$ 2,081 ,117 

UABIUIIES ANP SHAREHOLDER!!' EQUITY IOEFICITI 

CURRENT LIABILITIES. 

Accn,ed expenses and Olher llat>11111es 

Comrr.ercial paper 

Long-term debt due Within one year 

Total currenl li1bil1hes 

DEFERRED CREDITS ANO OTHER LIABILITIES 

LONG-TERM DEBT 

CONVERTIBLE QUARTERLY INCOME DEBT SECURITIES 

COMMITMENTS ANO CONTINGENCIE S 

SHAREHOLDERS" EQUITY (DEFICIT) 

Common stock. S 0001 par vatue, 1,000,000,000 $flares 

authOnzl!ld, 409,922.935 Shares issued and outstanding 

Adc:htional capital 
Accumulated defl01 

Total SharehOldeB' equity (defK:11) 

195,154 
329,429 

50,198 

145,J.46 

120,, 21 

236,5"'S 

1,705,237 

300,000 

., 
625,574 

(1,506,407) 

(860,792) 

s 2,081 ,117 

See notes 10 conSOlidaled financial stllements 

" 

11H 

S0.288 

102,230 
101 ,468 

40,411 

303,397 

1,314 ,499 

$ 2,000,594 

203.315 
316,183 
'1 ,322 

123,989 

.... aoo 
245,807 

2,227.209 

., 
625,574 

(1 ,782,8'6} 

(1,157.231) 

s 2.000.S94 



THE SOUTHLAND CORPORATION AHO SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF EARNINGS 
YEARS ENDED DECEMBER 31, ttH, ttM ANO tHJ 

Oo1ars in ThcltJW\ds, £Ji Pet•Shate Data 

REVENUES: 
~le l UIH (indidlng $991 .788. $992,970 and $962,955 

0U'ler11'1Cllffl fl' 

COSTS AND EXPENSES: 
Costol ltl)Ods50ld 
Ope11111ng 1ellng. gene,al and admll'"ll!b'ablle !!!,Pense, 
lntei u t etpet\H, nel 

EARNINGS !LOSS) BEFORE SNCOME TAXES. 
EXTRAORDINARY GAIN AND CUMULATIVE 
EFFECT OF ACCOUNTING CHANGE 

INCOME TAXES !BENEFIT) 

EARNfNGS !LOSS) BEFORE EXTRAORDINARY 
GAIN AND CUMULATNE EFFECT OF 
ACCOUNTING CHANGE 

EXTRAORDINARY GAIN ON DEBT REDEMPTION (net 
of W effect of U ,IOl in 1tl5 and SO in 1Hl) 

CUMULATIVE EFFECT OF ACCOUNTING CHANGE 
FOR POSTEMPLO'fMENT BENEFITS 

NET EARNINGS 

EARNINGS (LOSS) PER COMMON SHARE 
(Primary and Mty diJutedl: 

Be!01e etlJIIOldina,Y gain and tumUablle 
effect ol accouncng c.hllnge 

Elrb1101d.nary g11.-. 

C~b'Ve effK I of accounting change 

1!!I 

S 6.745,820 S 6,684 ,495 S 6.744 ,Jll 

--~~L~ 
&.811S,789 6,750.902 6.805,925 

4,762,707 4.693 ,826 4,696,309 
1.866,971 1.aaa.&10 2.0JO,la2 

~~'!.._.!.!..!!!. 
~ ~ - 6.anl.505 

101 ,529 73,496 (2,580) 

18~ - ~ 

167.5!)4 91 ,996 (11,280) 

103,169 98.968 

___ . - __ . __ ~ 
..L.1!.2J.2. ~ ~ 

s.•o 
.2' 

w 

S22 S(Ol) 

.2' 

I.Jl!l 

LIL 



THE SOUTHLAND CORPORATION AND 5UBSIDLARfES 

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (DEFICIT) 
YEARS ENDED DECEMBER Jt , tttl, ttN ANO ttn 

liars 1n ThOusands, E)ic.e Share AmQunts 

TOTAL 
COMMON STOCK ADDITIONAL ACCUMULATED SHAREHOLDERS 

-SHARES OUNT CAPITAL DEFICIT EQUITY DEFICIT 

E, DECEMBER Jt , 1"4 
earnings 

currency 1ranslal.on 
-,,usunen1s 

410,022,411 141 S 125,7Z4 S (l ,M4,5241 
71 ,151 

(99,!>'6) (1 ,0) 112 

(704) 

40t,Ul.tl5 " US,574 (1 ,173,HIJ 
91 ,996 

07 

4tlt,t22,tl5 " 125,574 (1,712,141) 
270,7&3 

(2,,70) 
8 ,148 

~ ~ s121,11<t ,,, ...... .,) 
See notes 10 consohdaled financial statemenls 

., 

S 11 ,ltl,7511 
71 ,151 

(lll) 

(704) 

(t .241,lSO) 
it ,996 

07 

(1,117,231) 
270.783 

(2 ,470) 
8,146 

' , ... ,7121 



THE SOUTHLAND CORPORATION AND SUBSIQlARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

YEARS ENDED DECEMBER l1 , 1H5, 1tM AND 1ttl 
(Dohrs in ThouuMS) 

llll 
CASH FLOWS FROM OPERATING ACTMTIES : 

1W llll 

Net ea,r.ngs S 270,76 ] S 91 ,996 S 71 151 
AdJvstments lo reconcile net u ~ lo net cash provided 

by opetlltng IIC!Mffl 

EJ1J1to1dlnllry g11r1 on debt redemption 
Cumul~trve effect of •ccOW!l,ng chllnge to, postemployment be 
Oept"KUtlOn and amOltlzabof' ol prope,ty and equ,p>nent 
Olhef•mOftizabon 
Oelen ~ income littf:S 
Nonealh •\lernt e ,pense 
~ none.ash (ricome) e ~ rise 

Net loss on praveny and equpmet11 
(lnctease) decrease Ill eccounts encl notes ,eceivable 

(lnau se) deacau lfl fflel'ICOOM 
(locleHe) deQ"eHe Ill 0 ~ Hsets 
Oecrur.e ., b'ade accot.fflS paya~ and othe, liaw.tlei. 

Net ca5h pro'llded by ope1 1tiog actrllbes 

CASH FLOWS FROM INVESTING ACTMllES: 

Paymffib tor jMlchase ol propeny and ~ ,rieot 
P1ocff(ff from a.ale ol pr09fflY llf1d equipmer,I 

°""" Net CU'fency e•chanQe pmapal D'IOHcbons 
Cash utifind by mtl'lbubon and food cenltf HMII 
Proceeds from WWI ol dn1ribubori end load cenctt assets 

Net cHh used lfl ffiH!lng ltctMbH 

CASH FLOWS FROM FINANCING ACTMTlES: 
Pfoceeds from commefaal paper and utvotw,g credit fecilibes 
Payments l.rldef commetael pape, 11nd ,evolwlg credrl ledmes 
Ptocuds from iuuance of long-tetm ckb1 

Pmcipel payments~ long-tetm debl ag,eemems 
P,oceeds ttom ISIUilltlCe ol cor,vertlble qu;,ne1ty income debt secu 
Debi 115.SU.tnce costs 

Net cash us.ed ., lin•IIC!ng ilCtMtlff 

NET (DECREASE) INCREASE IN CASH ANO CASH EQUIVALENT 

CASH ANO CASH EQUIVALENTS AT BEGINNING OF YEAR 

CASH ANO CASH EQUIVALENTS AT ENO OF YEAR 

RELA TEO DISCLOSURES FOR CASH FLOW REP OR TING 
lnttfHt paocl, e•Wdlng SFAS No 15 lnletesl 

(10] 169) 

14i ,• 2l 
19,0:lii 

(84,269) 
1,974 
(409) 

7.274 
(2.708) 

(552) 
(1.053) 

-- (1808)) 

236.2 17 

(192,221 ) 
15,720 
2 ,770 

---
(1 7] ,731) 

4. 171,927 
{4.2~ .918) 

(289,372) 
300,000 

(16.241) 

__!!,!!!_ 

~ 

~ 
~ 

See nolH 10 COt'tSoltd11 ed lonancj,et 1111amen11 

(98968) 
16 5] 7 

14].670 114,920 
19,026 19 4)0 

(30 ,000) 

11.Jll• a 497 ... J ,J9] , .... ,..,,. 
ll .066) 24,937 
7,395 16 34 1 

24.273 J .344 __ ...L!ll!J. -1!illl 
271,567 2]2,077 

(171 ,636) (1 95,146) 
15,867 22,809 
2 )71 4.982 

(51]]) (8 ,894) 

t2790J (17,7]9) 

~ ~ 
(155016) (1 49,099) 

4,451 ,774 4 ,111 ,500 
(4 ,4 18 ,693) (] .927,2]4) 

300,000 IS0,000 
f400.S801 (403,125) 

45.802 11 .682 

~ ~ 

...!..._1!:!!!_ ~ 

..!..J!llfil ...Llllilli. 

...LJ!..!!21. ...!.._1!_!!!!. 



tunsl.P l ll o r Con ■olidttJ.sm • The S0\.11.h la nd Corpon 1.1on a nd aubndt.,nu 
{"the Companr 1 111 ovned app ro1t11Mt.el'f 6H b-,• IYG Ho ld i ng Comp&ny. which ia 
J01nt.ly ovned by !to• Yc k.ado Co . Ltd . 1• n• ) a nd Seven - Kleven .:ap &n Co . , 
Lt.d l"Sli:J ") 

The cor.~0 l1dat e d !1 nanc 1al a t.a teM nta include t.he a ccount• o ! The South land 
Co r?Ora t.ton a nd 1ta aubaid1 a ri-,a . lntarcccnpa ny tranaa cLio,,a And account 
ti.,lancea are O!l 1111rnat ed . The prepara tion o ! !lnanc t ,11 atat.aNnta 1n 
CG11 !'o nn1t.y with g.,ner,11. lly a ccepted a ccounting pri nciple• require• 
1!1.tin&geinent t.o :nak.e esli. matea and 11 aawnpt1ona that a!fect the :-epor ted 
a,"IIOW'ltfl o f ae &eta and l 1ab1l1t1ea and d:ecloaure o ! cont1ngent a aaeta and 
l :ab:l1t1ea a t :.he date o f tlte !1 na nc u 1l at• t.einenta Jnd ,evfmuea • nd 
e ,cpen aea du ri ng the reporting per~od . ActUA l reaulta c oul d d 1!!er froa 
tho11e eat.tma tea Pri e r }>'ear an d Q'.Ja r terly 4IJ!IOLll\ t a have be.en rec laaa1!' i ed t o 
con! o nn t o the C'.Jrrent •year pre11ent a t10t1. Buying and ocrupancy expenae o f 
54 9 , 4 99 , 000 a nd $S!l.l9 , 000 f o r the year• ended December ll. 199 4 And 
1'91 , 1e11pec ~1 •1ely , wa s rec la1H1f1 ed frCffl coat or good• a c id t o ope rat i ng , 
1ell1n9, genera l and adm1n11trat1ve expense ■ l "OSGU" I . 

The Coa:pany opera t e • 1110re t.ha n S , 4 00 7 • ilev<!n And o th•r co n venience lot.or e• 
1n the Unite d St a t.ea a nd CMada . Area licen ■1u a, o r their ! r .nchi aeea , and 
a!!'1 : 1atea ope ra t e .,ppre,,x1mat.el'l 10.000 ackht. i onal 7- t :.even c:on·11m i ence 
ato ro11 1n cer1.a1:i area• o f t he Un i ted Stat.ea , in 11 f o re ign COLll\t.nea and 
1n the U. S . t:e r ntor u!s o f Guam and Puerto Ri c:o . The COlTpany •a net sale• 
are c:omprued o ! sales o ! g r oce riea , ter.e -out !ooda end be ve r ages, gaaoline 
la t ce r t.a 1n l oc1it1on &I , da i r--1 product.a, non • food merc h1m d1se, ape c ial t.y 
i t.em■ a nd aer-n cea . i;et s a le• a nd coat o f goochs ■old o t at.ore• opera ted by 
franc h 1aeea are c0nsol 1doted with t.he reault• o ! COll!pany•operated atorea . 
/let. a a h: i. of s tore• ope rated by t ranch111eea a re $2 , 9)2 , l ll , 000 , 
S2,820.US,OOO a:id $2,81 0,270,000 teem 2, 896 , 2,962 and 2, '98 n o rea t' or 
the years e:-ided Oec el!lber l l , 1995. 1994 a nd U9l. reapect 1vely , Under t he 
preaent rranch~ s.i a g reement. a, i ni ti a l franch 1ae !ee• are re cogn1:r.ed i n 
income cu r re ntl y and a re genera lly c a lcul a ted baaed u,i)On groaa prof i t. 
experience ! o r the at.o re o r marr.e t are a . The•• tees ccr,er ca r t a 1n co•t• 
:ncludu'lg tra1 n1ng . an al lowa nce f oa- t.ra ve l , -a l • a nd l odging ! o r the 
t.n11 neea •nd other coat.a a-el • t. 1ng to the franc h1aing o f th• at ore . 

The gro11• proht o ! t he fra nchi11e at.or •• i• apht bet ween t h e Car:pany and 
1 ;. 9 t r .. nch1 aeea The Coaipa ny ' • aha re o ! t. tt• groea pre f it o f !ranchise 
■ tore• 111 it• c0nt.inu 1ng !ranch1ae tee, genera l ly rangi.ns- fr0111 50 \ to 581 
ot he gro•• pro!it o! the a t o r e, wh i ch ia charged t.o the t r•nchiaee ! o r 
t he h c enae to u ae the 7 •ileven opera ti n g aya t em a nd trade:r.ark.a , for the 
l ei111ae • nd uae o ! the atore premiaea and eq,.upment. and. t or continuing 
ae r11cea provided by the Company The•• aerv1 c:ea inc lude 11Mtrchandi a1 ng , 
•dverua,ng . reco rdkeep1ng , at.o re audi.t a, contractual indemn i !1cat1on . 
bua1 nea a counae l1ng aerv1c:ea a nd prepa rat ion o ! f i nanc i a l ata t ement.a . The 
gro aa p r o f it earned by the Coa,pany · • ! ranch 1aaea •>f :i 515 .fi l 0,000 , 
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:;s1 1 .,ss,ooo a nd SSl 0 , 416 ,000 fort.he year ■ ended December 11 , 1,,5, 1994 
a nd 1'9l , re ■pecuvel y, ia included he Con ■olu:1ated St,1,tementa o r 
Earn 1 nga a• OSGU 

Sa lea by .i.o r .. a OJ)f! r ,ned under domestic and ! o n ugn ,1re11 licen•e 119ree:!lenta 
are not included 1n con .. o l1dat.ed '""'''"'nuea Al I fees or r0y11lt.u1a ar 1a1r:9 
from auch •9 ree111ent ■ are inc luded in othe r 1ncc:wne , ln1t 1a l fees , which ha ve 
buen 11m1t1ter1al, are r ecogn ized when the aerv ice ■ required under t.he 
agrde111ent.a a1·e perfo rmed 

~Q!!t Ot.he1· 1ncane 10 pr11M.rt l }' ",. • ., l1cenae roya.lt 1ea a.r.d 
!ranc t11He f ee income The <'I re., I 1cenae r o yal tie • i nclude amounts fr om area 
li cense <'lgreer.,en • v a h SEJ o f appro 1uinatel y SH ,000,000, S42 ,000,000 and 
:; n, 000 ,0011 f o r the ye11 r ■ ended Dec:11tmber ll, 1995 , 1'94 11nd 1991, 
re•pect1vely 

~ •- J.l.llJ.nst~ Gtntral tnd Mainhtratht IIPtO!H · !h.,-y1ng a r:d 
oc-cup11 ncy exp.en•• • Me i n cluded 1n OSG '-A 

lo..UCAlt lmtn11 Int. e re• eicpen■ e ia net o r tntereat 1ncer-..e o f 
$ 16,!ns,ooo, :; 11 ., 1& .ooo and Sl2,745 , 0oo for the yea1 ■ e nded r..ecttmber 11 , 
1,,s. 1'94 and 1n1, reapect1vely 

kA.f.b. tnd Cub IID!ivthntl · Ca •h and c uh equiva !enu 1ncludo te ury 
c a ah 1nvtU Ll'!le llL ■ o t" Sll ,787,000 And Sl ,021 , 000 a t OeCell'ber )l ,, s and 
1'94 , re■pec 1vely, •tat.ed • co•t. . v h1 ch 111pp1o x i .,,te• izarke The CtX:pany 
c-00 ■ 1 dera a l I h19h!y I 1qu1d tnveet-,nt. 1nat r uir.er. t:s purch&Gt·d -.1th 
irwitu n u e a o t thre e nth • o r l ea ■ t o be c••h equiv■ 1enta 

~ · !n,..enton ea are •tated a t. t he l o wer o f coat. or i:iarke Co• t: 
1a 9 enera lly de1.en1uned by the LlPO Mt.hod ! o r a:ore a 111 the U111teC St ate■ 
ar,d b-1 the FJF"O method ! o r ■tore ■ tn Can.da 

~1.tUon tnd AaortlHt.lsm · cepreei a t: ton o r bui l d1ng11 &nd equ ipment 1 ■ 
baaed upon the e•t. 1Nted uaetul l 1vea o ! the•e a •ae t ■ u a1ng t:he atr•19ht • 
I 1ne 1114tthod , l.r.lort 1 zat t on o r c "p1 ta l lea ■ea, 11np1·o vement.a t o l ea ■ed 
propen.1ea and f11 vorab le lea aeho l ds u baaed upon the reir111in1ng t.erme o ! 
t:he le,uea o r he e ■ t1mated u11e!u ! live•. wh ichever 1a: ■hor er , 

Po 1e 1gn • nd d0111e• 1c a rea I 1cenae roya lt.y 1ntang1 b lea were recorded 1n 1'87 
a h• !• i r •1al ue o ( f 11t:u1·e r oya lt y pav-,,nt a and a re being amo r tized over 
20 yea r■ ua1ng he a t ra1gh t •l 1ne method The 20 · year li fe i a leas th.In the 
e•t1111■ ted l1vea ot the va r ioua r oyalty agreement ■ , the N)Or1ty o r which 
are pe,·petu• l 

Store C'lP ■ inq• · Prov1 ■ 1on :a ~de on II cur rent: baa1a f o r he wn te •dc.vn o ! 
1dent1fled owned • ■ tore cloa1ng■ t.o their net realizab le v a lue , F'or 
1dent1f1ed lea ■ad • ato re c:loat ng•, lea aehold i eprovel!lftnt.• are wrttt:en down 
t. o their ne t rea l1 1:able •1a lue a nd a prov1 ■ ion 1 ■ made on a cu rrent baa1a :! 
an ic1pated expenaea are 1n e xcea• o t expe c ted •ubleaae rant.111 income 

~ · The Coinpany operate ■ in a a 1n9le buaineaa aegment t:he 
opera ting, franch1aing and licenu ng of convenience food atorea , pn1Nr1 ly 
under t:he 7 •Ele ven n~ . .. 



u• receiva ble !ne t of long• te nn 
p0rtion o r SU , 60 6 and S l 5 , 1091 
i d• • ccount1 ra c11vable 
,anchuee a ccount • r e ce i vab le 
vi r oninent1t.l co1t reilllbursemen ta 
(net of l ong•t ln:\ por tion of 
S'4 , 0) 4 and $6 7 . 5461 

Psm:rnhrt r 11 
llll llil 

IDoll.r·• 1n Thou1and1 ) 

2, 27J 
48 ,599 
0 ,556 

5, 77 ) 

4 2 ,856 
4 7 , 682 

'xnventod 11 1 t a t ed on the LI FO ba11s tha t &re inc luded i n U'!Ventori11 in 
the &Ccoq)any1 ng Conso l i dated Balance Shee t • were $6 2. 705 ,000 and 
Ul , H 0,000 • t Oece l!lbe r 31 , 1995 a nd U94 , r11pec t lv1 l y , wh i ch i 1 le•• t.Mn 
up l &cemen t coe t by $)0,907,000 end $21 , 2H .OOO, re1pec t1v1ly , At 
Oece~r ll, U9l , i nvent. o r i el were reduc ed r11u l t.1n9 i n • li qu1c!&t lon of 

- LIFO ~nvent.or1 l Ayer1 recorde d a t co1 t1 t.h,r,t were l ower t han t.he co1t.1 o f 
, curren t. pu rcha1e1 . The effect. o f t his reduct.lon wa 1 t.o deer•••• C-Olt of 

good• • old by epp:-ox i mat.ely $) ,9 00,000 l n 199) . 

Prepa i d e xpenae1 
De f 1rred t all •••• t• !net o f a l l o wen ce o f 

sn. 211 in 1uo 
Other 

•• 

Ptstl!lber ll 
llll llil 

IOOl lan i n Th0"".11and1) 

$ 17 , 775 $ 18 . 474 



5 . PROPDTY AJf0 SQU IPIGHT 

Co al 
I.and 
Bui l d1ngo .tnd lea •eho lda 
Equ1prner:l 
Con•tructlon 111 proce au 

:..::cuaiu lated de prec 111 1.1 0n a nd at110r1.1za t.ion 

Ptsccnhtr 11 
llll ll11 

(Doll•r• 1n Thou•and■ ) 

4 61,585 
1,2 74 , 651 

'9" , 673 
___ll.1ll 

2, 466,04 

Jl....ll.2Jill 

415,611 
1. 121,1 2& 

,21 , 15,; 

------1.5...ili 
2 , 158,121 

.ll.liJ.J.ll l 

Curing U!i5, the F inanci al Accounting Standar-d■ Boar-d i a ■ued Sta t.ement o! 
Fmancial Account i ng S t.andarcla f• SFAS" I No . lll, '" Accounu ng for t.he 
l lll()atrment. o f Long • L vtid AG•• t • . • The etat.e111ent eat&bliahea a ccounting 
s t an dard• tor the i.mpa1n!lftnt o f long - lived a•••t• t o be hel d and u aed and 
[ o r long - li ved •••eta to be dupoeed o f, a nd inua t be a dopted no later than 
a,, . The 1~ct on the Ccq HlllY ' • earning■ h not • ~ c ted to be 111&t f! ri a l 
when th• COO'lp&ny a dopt• the ■ t.•tetM1nt in a , , . 

, . OTMn .ssns 

.Japaneu l 1cenae royalty intangible 
Ir.et o f accumul a ted 611\0 r t.i za t.ion of 
:aJ2 , ,aa a nd $116.!i12 ) 

Other I ice n.ae roya lty intangi b l e • (net 
of a c cumul a ted a,nort ua t1on of $ 23,150 
and $2 0, 91 1 ) 

Envi rONNnta l coat re11!1bur•e-nt • 
tnet o f a llowance of $1),10 5 a nd 5 18 , 89 01 

• ••• Not e 13 
Deferred tax a•••t • lnet o f al lovance o f 

$!1 . 311 in 19'4 1 
Other ln•t c f a ccumu l a ted &m0rthation 

o f $5 ,0 21 and $1,281 ) 

so 

o.c,Mtr 11 
llll llll 

IDolhn in Thoua&nd5 l 

• 185,5 13 $ 201 ,5 2,! 

32,85 4 35 , 691) 

64 , 0 H 61 , 5 4 ,i 

30 , 3'6 16 . l)~ 

_____liJ_ll ___il..1ll 

.i...lllJll Ll.l.i...ilil 



.CC-U'ID UU:NS&S .tJf0 O'ffl&a LlABlLITI&S 

p.ccrued 1n•1..11:anco 
Accrue d pa yroll 
ACcr-u•d ta:11e• . othe r th.n 1nc0111'8 
;.ccrued envirmunent111l co•t • hee tiote ll l 

Other 

Qtctv:Ptr 31 
11.il llli 

1001 i.u 1n Thou•and• ) 

1) , 061 S ,s. ] 12 
t. J.025 51.0 H 
40,710 40, 171 
40,659 JS,51 4 

__uw.u __u..iil 

1..,..llWll ~ 

or.h•t include• iaccount• payable to n,,e Southland corporation ifflP loyee• · 
5av1.n9• a:id Pro!1t Sh•n ng Pla.."'1 I• •• Note ll l f o r cont.ri but.ion• .nd 
conu ng111 nt r@ln t. p ayabl •• of Sll,6JS ,000 • nd ill , 19',000 •• ct: Decer..be r ll. 

1995 and 199 4 . respecuvely . 

'!'he Coq>411n/ ccn1.1nue • to rev111v h4: t unct1on• nec eeea ry t o ens.bl • it• 
s t.er•• to re spond faa te r , 1110r e c 1ea t1vel '/ and ll'IOre coet. eff1c1 e ntly t o 
rapidly chang n ig C'.Jst.0111'8r need• and pr111fe 1ence• To a ccompli s h thi • goa l , 
the! c ocapany continue• to reallqn and reduc• personne and othce 

t ac1l1t 1•• 
t.n oecer.be r 199 'll, t.h• c aap&nY a ccrued $ 1J, 4 l S ,000 t o r .. ,,.ranee benef i t• 
f o r elllS)l O"/ee• to be t er,it i n.t ed and f or reduc tion l.n o f fi~ epac • n,,e coet 
of th• reor9an1ta-:.1= p l an -• • recorded i n oSG U and i• c arc,rised of 
$4 ,919,000 f o r aeverance bene ht.~ and $1 , t. Ji , 000 t or reOUctu,n.a in oHt Cf!: 

fac1l1t.1 e11 . 
ln o.ca1r.ber 199 4 , t.h• c cmpany iaccr-ued ~1 . 40 5 , 000 f or s111ver.-r.c e t,enat 1t• ! o r 
e111Playee• te t1111nated and f or change• 1n o tfi c e [ac1li t.ie• - -:tie e=l)lO"f•• 
t.ers1n.at1.on• -r• aubet.ant1 a llY compht•d 1n 1995 , and the offi c e 
rea ligNMnt • are • cheduled for cQll'!IPlet.ion i n 1996 . Chang•• i n eeuNt.•• 
from t.t•• ong1na l $1, 4 05 , 000 a ccr-ua l d i d not have a 111&te n a l iq,act on 1995 

e• m1ng e . 



I . OUT 

Bank Debt. Term Loan• 
Bank Debt re •1olv1ng credit ! 11c1l1t.y 
COl!fflen:1 a l pape r 
5 \ ~·1rot. Pnonty Sen :or Su rd1noutd 

Debont.u r ea due lOOJ 
4 · 1/'l \ Second Pr1onty Senio r S1,1bord1 nt1 ted 

Uebenturea ISu riea l.l due :!004 
4 \ Secor.d Prior it.y Seraor Subord:n.'l t.ed 

Debent.ure• ISe rua Bl due :!004 
1 2\ Second Priority Se:u or Subord1nat.ed 

Debenture• CS.tnea Cl due 2009 
6 · 1 / U 'fen Loan 
7 • l /:! I Ci typ lace 7en:i Loan d ue 200 5 
Ca na'11An re,-olv1ng c r tidtt f ac1hty 
Ca pita l lea ae obl1ga t1on!I 
Other 

Leaa long • term debt due v \ t.h1n one yea r 

Pt£tmPo:C )1 
ll.U l.li.l 

{Dol hn rn ThouHnCa) 

J00 ,000 J 00,01)0 
50, 0 t)O 

100, 000 150,01)0 

]77,551 615,5 .1 9 

170,952 ::!9 4 ,5 !1'? 

25,14' 25, 1§7 

57,082 59,696 
22t,2 4 ] 253 . 11 4 
216 ,9 49 a, .,,. 

11 ,179 5 . 618 
9 0,852 105 , 15 9 

_...l...il1 __L.llU 
1, 150,58l 2 ,151,198 

---l.UJil -----'.UJ.ll 

L1....!U..ill ~ 

~ • The CCX!lpany i 1o ob ligated to II g r oup o f lenders under a c redit 
agreement (•cred i t Agreement · > tha t 1ncludee e na Joana and • revolvi ng 
credit facili ty (co llectively ~e&nk Debt• ) . In De cember 1994 , the C-ndit 
Ag re ement. va a Alllftnded to ext.end it.a Nt.urity through Dec el!lbar )1, 1999 , a nd 
to change va rioua finar.c i al and operat i ng c o venant• to reduce certain 
rea t r ict 1ona . The ri nanci al and operating coven.ant.a require , among other 
t h inga , t he ina i nt.enance of certa i n f inancial rat i oa im:luding i nt.ereat 
cove rage, fixed -charge co•,erage and aenio r i ndebtedne aa to eami nga tefora 
intereat, i n come t.axea . depreci a t ion and amortuat i on , The Cr-edit Agreement 
alao cont.ain ■ va riou ■ c ovenant.a vhi c h , among other th i ng■ , la ) li1111 ,: the 
C0111pany• ■ ati i l t. t.y to incu r o r guarantee i ndebtedne ■■ o r other l i ab i l i ti e ■ 
other tha n under the Cred i t Agreement , (b l re ■tn ct the COffll)any • a ati1l1ty 
t o engage 1n a aaet. aalea and aale /l eaaebac k tranaAc t iona , f c:: J reatric: the 
t.ypea o ! i n·,e ■ tment ■ the Coq:,any c a n 11111ke and Id ) r-eatric::t the Comp&l'ly ' • 
ab ili ty t o pay ca ■h d iv1 denda, redee111 or- prepay p ri n c i pa l and i nte re,:st. or. 
any • ubo rd inated debt a nc! ce r t a in aen1or debt , Undtlr the Credit Agree.l'.ent, 
• 11 o t t he aaaet. ■ o f the Coepany , wi th the exception ot certa in ■5Mc::ih ed 
property , aer-ve a e co llate r al . 

The amendlllent. to the Cndit. Agree111en t refinanced the exiat i ng tena lo.an• 
a.nd re vol v 1ng cred i t fa c1 l i ty v ith a nev t ena I OAn a nd a nev r-evol v1ng 
c redit tac:: 11ity . Th• new term l oan pr-ovided p r oceeds ot $1 00 aillion, . .,h,c::h 
v e r e p d 11111 n ly u■ed to r eti re the ex iat1ng t am l oa.na . The nev tena loa.n 
i a t o be repa 1d 1n U quarterly i n■tallcr,enta ot Sll ,lS0, 000 COffllMl.:ic::i ng 
Karch 11 , 1996 . The new revolving e nd.i t facility N.kea •va ilabl e 
borr owrnga and l etter■ o f c::red i l t o taling a lllxilllW!I o f SJO O 1111ll ion . 
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jl:Xl mum borrov 1n91 and lette r s o f c redtt under the re vol•,1119 cred i t 
, . c 1llt'l <1re ■et a t :1so m11l1 o n each Upon e xp i rat ion o [ the f111 c:1l1ty, ;Jl the then ou c1tand1ng le tcere ot c: red1t 111u1t expire a nd lllAY need to be 
, ,p l ace d , and a l 1 other llt!IOUnt. ■ then out. ■ t and1ng w111 be due a nd 11a yable in 
t 1.1 ll At ~cernbe r JI , 1995, ou t ■ t and 1n9 l et. e r ■ of c: r ed1t related to the 
credi t J.greement tota l ed : a0, 409,000 , 

Intere ■ t o n the Bank Debt u genera ll y payab le quarterl y and i e b&1ed on a 
,,_nable r a t e equal t o the adm1n l1tra tive a ge nt bank ' • base rate o r , a t the 
c~ any ' a opuon, at a rate equa l t o a reaer-ve· ad)uaced ~u r odolltu : rate 
plu• ,97 5 \ per year The we igh t ed -a ve rage 1ntere1t r ace on the te rm loan 
01,1tat and1ng a t December 31 , 1995 and 199 4 va11 6 , 9 \ and 7 . 1' , re ■pectivdy . 
tt.e we1ghted •111·1erage J. ntere■t rate on r evol·1in9 cred i t ta c:il i ty bc rrow1ng1 
01,1t ■ tand1ny a t December ll , 199 4 , va ■ IJ . 5 \. A f ee o f . 925 \ per ytiar on t he 
cut ■ t .Jnd!.ng a.-nounc o f letter, of c redit is requ i red to be paid qu11rte r ly . A 
,5 \ µer y~ltr C:CIIIW!:. i tNnt f ee on unadvanc:ed fund• , wh ich ( o r p u rpoatta of thu 
c., leul a cion 1nc:luae 11 w:i ■■ued lette r s o f c: red i c. i a payable quarte rly . 

"9PICS1tl PaPt r · n 1e Company ha• 11 f11 c:i l1ty tha t pro vide • f or t he 
1u uanc:e o f up co $ 4 00 mtlllon 1n c:oamierc: 1a l paper . At O.c:.-s·.ber ll. 1995 , 
S)OO m1!l 1on o f the $150,198, 0 0 0 out ■ tand i ng pr1 n c:1pal, ne t o t d11c:ount, 

' • H c: lasaifl~d aa long -term debt a i n c:e the Company intenda to N!nta i n a t 
l•••t thi ■ a..-,oun t out ■ ta.nding d u r i ng the next year . Suc:h debt 1• unaeeure:I 
at1d 1• f ul ly and u:1c:0nd1t1 0na lly guaranteed by I't . I 't haa ,19reed t o 
cor:. t1 m:e 1ta gua rantee of al l cOll'ffle r ci a l paper iaaued through 19,6 . Wh1lo 
i t 11 not ant1c: ipated t hat I'/ vou ld be re::iu i red to perto nn under i t ■ 

~rc:ial paper guarant ee , 1n the e vent I '/ 1111,ke■ any payment. a under tt,e 
r~rantee, t ht! Company ar.d t Y ha 'le ent ered into a:1 agreeNn t. by w~nc:h the 
C0qu1ny u required to re1111burae I 'i aub j e c:t to re1tr1c:t1ona in t he Credit 
,\g'ree:nttnt . -:-ha ve 19hced -ave rage i ntereat r a te on car1!1erc:1 a l papf' r 
bcrrowi nga outatan d i ng at Oecelllber l l, 1995 and 199 4 , reapec:t 1 ·1ely, waa 
5. 11 a nd 6 , o, 

lottl and Dtbt DtYfl l · The Note• a nd ~bentu.rea are a c:c:ount e :S f o r i n 
aec:ordanc:e v 1th SFAS No . 15 , "Accounc1n9 by Debt.era .and Cred.1tora for 
Troubl ed Debt Re ■ tructunng , • and were ini tially recorded a c <111 aaiount 
■qua ! t o tn• fu ture und:ecounted c:a ■h P•Yl'Mlnt ■ , both princ:ipal anC inter■ at 
1"SF;.s No 15 In e re ■ t • ) . A.cco rd1ngly , no intereat expen■e will be 
rcc:ogn 11e d over the life o f theae •eeur i t1ea , and ca•h intereat p<1yments 
• 11! be ch,u ged a gainst the rec:orded a.mount ot such ■ ec:u.ritiea . I r.tere ■ t on 
a l! ot the Note■ an d ~benture ■ 1a payab le i n c aeh ■ e111 i annual ly e n .June 15 
l."ld Dec:ell'.ber 15 o( e a c:h year . 

The 5 ' F' irat Pnonty Senior Subord1 na t ed Debentu re ■ , due Dttctmbec- 15, 
2001, had ■n out ■ tand1n9 pnnc:1 pa l a.ToOUnt o t : 20,993,000 at Dtt«ir.ber l l, 
U 'jS , and are r edeemable a t any time at the Company • • opti on a t l C0\ o f t he 
Pr 1nc: 1pal a.110unt . 

The Se cond Pri o r ity Seni o r Subord1n111ted Deben cure, ve re 1aaued 1n th ree 
.. , h •. and e ac:h ■ene■ la redaelll&ble a t any tiine a c the C0111>any • ■ opt ion 
ae ?00 \ o f the principal &mOUnt. a nd a re de ■ c:n bed aa t ollova · 

· 4 · 1/2 \ Ser i e• ;. Deben t ures, due June 15 , 200 4 , v ith an O\: tltand1n9 
Princi pal UIOW\t o f S l 2l , 654 ,000 at. O.c:er.-.ber ll. 1995 . 
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. -1\ Sene• a Deb!ilnt.u r ea , due June 15, 20 0 ,. , v1 t.h an out.•t. and1ng pr1 nc1pa ! 
a.i n of ::18,"166,000 at December ll, 1995 

. 12' Series C Debent.ures . due June 15, 2009, .., lt.h 11n ou •tand1ng p nnc1pa l 
n o ! :;21 ,18?,000 a Oece:r.ber JI, 1995 

In r:o"ember l'J9S , the CQr.lPany pu zchased S1 80 ,6:!l, 000 o f t.he pnnc1 pa l 
amount. o f 1 s Fi r at Pnont.y Sen ior Subordina t.ed Oabentunts due 2001 (" 5 \ 

Oeben ure•" I and ::&2 , "119,00 0 o f t. he pnnc1pa l amount o f u :a 4 • 1 / 2\ Second 
Pn o nty Seni o r Subordlna t.ed Oebentuzea ISenes Al due 2004 l" -1 · l/ 2\ 
Oebent.urea" I tco1l ect1vely, • Refinanced Oeber1t.u 1 e ■ ·t ..,, th " port.ion o f the 
pt·oceedo from t.ha 1 ■ ■ua n c:e o ! S l 00 1111 l l 10n pnnc: 1pal an-.ount o f Convert .. ble 

a rt.erly tncoma Debt Secu n t iea l ■ee tlc t e 9 1 Th,a pu rcha ■e of the 
P~!1nanc .,d Debentu re• re ■ulted i n an t1 Jr. t.ra ord1nat-y ga in o f Sl 0 l , 169 000 
(r.e t. of cu rrent. i; ax e f! ec:t. e f se , 6 0 1, 000 1 a ■ a r11 ■ult. o r th• d i ■ c:ount.ed 
pu r c:ha ■e pn c e and t.he n1clus1 on o f SFAS ::o 15 tnt.eres 1n the c ar r:nng 
&'IK)\.lnt o f the deibt. 

pz 1or t o the re f1 n11nc:r.g, the 5 \ Deben urea ..,ere ■ub)ect to a nnual ■ 1r.,:1ng 

! d requ1reme n ■ o f S2"1. 0 l7,0C0 du!! each Dece~ r 15 , COft'ffltlllt:1nq :. 996 
th rough 2Q02 Thv Cocr.pany u:Jed it.• purch a •e o f t he 5 \ Debent.ure ■ to 
■ a t.1 ■ ry ■uch s1nr. i n9 f und requ11·elllol!nt ■ 1n d1rec: o rder o t 1111\ tu rit.y w1t1: 
Decet:lbe r l"i , 20(1 2. a t ..,h1ch ti ~ a 1nnk ing f und payaient. c.f SB,fill, 000 will 
be due 

The Oebftnture■ conu n n cena 1n co•1ena.nt ■ thtlt, dJIIOng other thi. ng ■ , lo l 
ilmit the p ay:nent o r d:ndend11 and cer 111 n othe r reat.n ct.ed payaientc: by 
bot h th"' Cornpnny Mld 1ts ■ubsi d i. anea , l b l l'equ1 re t he purcha ■ e by the 
Cort.pa n;· o t the Oe bentu re■ a t the opt.ion o r th9 no lder upon II cha nge o f 
control, !cl l 1m1 t add: t 1ona. l 1ndebt.edne ■■, 101 l i.1111 t f uture ox\!h.G nqe 
o!!e r ■, (e l l 11111t the repayn-.ent of ■ubord1na. ted 1nd!tb edne•• • ( ! I reql.lre 
b<M, r d 11pp r o•111 l ot: ce rt11: n a aset s 11 es, (g l l11:ut t. ran■ actl.ons with c e1t ,un 
stockholders and aff1lu1t.es, nnd lh) 111111 con11ol1 dat1 0n11, me r ger• and the 
con·,e yance o f a ll o r ■ubatant.ial l y a ll o f the Company • • a a ■et ■ • 

The F irst and Secand Priori t y Sen1or Subordinated Debentu re • are 
aubord ina te to the out.■t.and1ng Bank Deb a nd to previously out ■ tanC1ng 

l!IOr gage ■ an d not•• that. are either bac ked by 11ped ti c ccll o.t.eral o r a re 
general un■ecu red , un■ubordir.a ted oblig 11 t.1 ons The Second Pnon ty 
Debenture• are subo rd ina te t o the First Pno r it.y OeO.ntur e ■ 

The COfflP•"Y h• ll a n u11u.tnce o f 12' Senior Not.es, vh1c h ..,e re redeeaied 1n 
199) re ■ul 1ng 1n an t1 1ttraord ine ry gun o f S9 &.9,1,ooo. which had no t ax 
e!hct. 

.bB....1&aQ tn 1-',.rch :9Bi , the C~any C'IOnetu.ed It ■ (ut re r O'/alty pa~:it • 
from SEJ, it.a a r e• l 1c e n11ee 1n J a~n. through a l .n that 1 ■ nonrecour■ e to 

he COl!lP&fli' a • t o princ i p a l and int.e re• The on9ina l n o f the yen • 
demlilllinated debt vaa 4 1 b1ll1on ;·e n la pprox1m.a tel y ~127.00 0,000 at the 
exchange r ate 1n M&rch 1988 1 and 1 ■ collat.el'a l ued by the J apanese 
t. r-ade N rks a nd a pledge t.. ! the future r O'ta l t.y payir1ents By de ■ 19nat1n9 it ■ 

! uture roya lt y recei pt. ■ durrng the term o f the l n to ■e rvice the monthl y 
rnt.ere ■ t. and pnnc1pa l payment ■, the Cor.ipany h aa hedged the i111Pact o! 
futur·e e•cha nge ra t e t'luct.uat iona . Payment o f the debt 1• r equired no 
l a ter t.han March 2006 through future roya ltHI ■ fr om t he J apanese l icena•1e. 



the c ompany be!1'!'1ea 1t :" • r emot.e po•a1b1l1ty that there vt ll be any 
nc tpa l balance :emzun1ng at that date . upon the l ater of Februa ry 28, 

00 , o r the date wh1ch 1a one year following the h n~l repayinent o f t he 
rr:r1alty payr:i,ents from the area l icensee 1n Japan wil l be 

,~an 1a lly reduced in a ceordanc:e with the tenna o f the l1cen1e 
The cu r:-ent. 1m.ere11t. r11t.e o r 6 · 1 / 4\ wi ll b!!i reaet aft.-,r March 

:i.,i,a,L-1...,. - ca:ypl,,.ce Center E<1at Corporation 1-ccsc·1 . a auo111 d 1ar1 
the Com;>an;· , 1u1ued $29 0 milli on of notea 1n 1'87 to r1ni!ln::e the 

,,u'\.lct.1on o f t ne he11dqui!lrters tower , a parking garage and related 
ctlltlflB o f the C1 t.ypl a ce Ce n ter d e•,s lopl!Mlnt . The i ntereat. rate on these 
t•• wtu1 7 7 / 8\ , p6yAble sem1annu I ly on Feb r uary 1!> and J.uguat lS , a n<! 

pnnc 1pal 81110unt Wi!I II due or: February 15, 1995 Beca us1:1 o f the 
1,cat1on o f purchase e ccount 1ng i:, 1987, the ef fect~ve 1ntereat. r·ate wa s 

o, The princ1p•l a.110unt ..,.,.. p,111d to noteho lder• on Vebruary 1-'i, 1995, 
· d:-11-w1ngs under let.tee• of c redi t 111sued by The Sanv11 Bank, !.1111,1.t.ed , 
?11a J..qenc:-1 1·san-wt1•1. which has a lien on the propecty financed . At 

t t.111~. r he Coepany deferntd the !Mtunty of the de bt by exet'cia1ng 1t ■ 

tion o ! e11t•:id1n9 the t.erl!! o f moturity en ye•r• to Karch 1 , 20:>5, wi th 
.thly pt1~ent• o! pr1nc 1pal nd 1nt11r ent to S11nwa ba•ed on a. 2~ •ye,u · 
r u zauon at 7 •1/ 2' , with the rema1n1r.9 prtnc p•l due upon maturity ( the 

1typl a c e Teri:i Loan• J. 

:e CoqM1ny u o:cupy1n9 part. o ! the bu1l d1ng as 1~s co~ o r-a t• headquarter■ 

the D& t 111 nee 1 ■ 11uble11 ■ ed ;.■ add1t1onftl con■ 1der•t1on thz .Ngh the 
ended tl!>nn ot the debt . CCEC wi 11 pay to San w• • n IUIIOunt tnat 1t 
e :ve ■ from th'! Cor::pany ,..h1 :h IS •qu"l to th■ net s uoleaae 1nc:ane t hat 

Company r'!c■ 1 v■ s o n the property 1111d 60 \ o f the proc■eda . leos 5:;: 75 
Il i on and penutted contu, upcn a sale o r rerinanc1n9 o r the bu1lding , 

• tn tlovember 19,5, Southland C natt.. , inc , entered 
to a revo v1 ng cred1t fac 1 l 1t:,· -with a Canad111n c hartered b.lnk, wtuch 
h e•• ., ■ 11111l ar !ac1l1ty e ■tabluhed 1n 1'18 The f a c1l1ty provu!e■ 

.It r1ranc1n9 o ! up t.o Can11d 1•n $ 15 million lapprouai.ately U . S . 
'1 0, 99'1 ,000 a t De cetr.ber ll. 1'19 5 1 unti.1 Deeell\be1" 11 , 1999, when the 
■Cl 1 it.y V I 11 expire , And a ! l MIOUnt.s 0U t■ tand1n9 V I 11 be due and payab le 

!u lt J.t Oecell".oer ll, 199S. tne Coq:,any wa a fully drawn under th1a 
&c:1l 1ty Inte rest on i.uch !ac1l1ty 1s ge nera lly payabltl 111011thly a nd i ■ 

.. led upon the C nad1111n Prtl!le r11te 17 5 \ a Decelrtber ll , 1995 1 plus 25 \ 
,. , year o r bdnke ra ' • ccept.ance ra t e plus 1 , 25\ per yea r The wt1 1ghted • 
' "•rage int.ere ■:. r ate on revolv ing c red1t f6 e 1l1ty borrowings out1 tand1ng 

t D!!cel!'.b<!r l l. 1'19~ 6fl.d u, , . reapecu•,ely , va.■ 7 . 5 \ a nd., 1' 

T1-,e previous re•1olv1 n9 c redit !ae1l 1t.y v i t.h the ■- Can ad ian char ered 
i.._.,;. provided !1nane 1ng 1n wn1ch th■ m.ax.1 ll!IJIII a.t110Unt available declined each 
J'U r unt. 11 th& fac:l n y wa s ■ ched:.il&d to exptr■ on June 10, 1'98 .At auch 
11&.!! , all nt• out ■ t.and1ng -wer~ t.hen due and pay"ble 1n tul l I:it•re ■ t 
Pt~ nt. tenr:s on t.taa !ac1l1ty were ■ le!ll ar to tho■e ot tn■ r:ev !a,:: 1l1ty . 
bu~ tn erest rates Ye re slight l y leas !4vorabl • . 

" 



~ • Long • t.enn debt. 111A t u nt1es a ■sum41 tne cont1nua nc• o f the 
comr.erc1 a l pape r progr~. The maturities. vh1ch i nclude c apita l l ease 
obl1gat.1ons .nd s 1nk1ng ! und requ1reoents , a a well a• SFAS No . 15 ! :,terest 
a ccou.nt.•d f or in the recorded .uiount o ! t.he D•bentu res, a r• •• f ol l owa 
Idol l ars 1n t.housa nds l: 

19,s 
1991' 
u,8 
1999 
2000 
Therea!ter 

145, 346 
144 , l U 
141, 855 
151,218 

11 , 65 4 

L.lll....lll 

1I...U2..lll 

J. C0tl'll:RT?8t.l QUARTIRt.Y INCOME DEBT SICIJUTIIS DUS 1010 

In :tovel!l.tM!r !995. the Coa:pany usued n oo m1 l l l on pnnc1 p111l amount o f 
Con•1e rt.1bh Quot r t er ly Im:orN! U.bt Secu1 nu,s due 2010 1•converuble Debt• ) 
to IY otnd SEJ !'he CC111pany used j 21' , 11',000 ot the procee • to purcha u 
t he P•f1n11nc:ed Debenture• !see :lot• l l , a nd the r••un 1ng proc••d• v•r• 
d•s19™1ted t or gener• l c:orporat• pu r pcses. nie Convert. i ble Debt has ..n 
int•re• n it.a ot 4 -t / JI a nd gives the Company t he ngnt t.o de t er in-:.erest 
pa~,r.ents thereon f or up to 20 conse cut ive qua r ter• ni1t hold•r ot the 
Corwert1bl 11 Debt c an con•,e rt 1 into• m.axilllUIII ot 11 , 112 ,000 ■hate• c f the 
CCS!IC)any •1 ccr:mon share ■ . Tne convers ion ra t.• r•pr•sents e prem i u.m t.o t.he 
Nrke t v s lue o f Sout h l and ' s c:onnon ■ tock a t the UIM ot 1ss 1,anc e o f the 
Converuble Debt . All o ! December ) 1, 1995 . no 11hare• had been usued a■ a 
resu:t. o f deb~ con·,er ■ t on . nie Convertible Debt 1 ■ su.bord1nate t o a ll 
ex111t.1ng debt.. 

In add1t ,on to the pr1nr:1 pal amount of the Conve rtible Debt., the 1995 
!\nanc1at srate111t1nts ~nclude interest. pay•b le ot $611,000 and inte r es t 
e,cpense ot Sl,lll,000 r e l ated to the Convert.1bh Debt 

10 . PPU'CUKD STOCX 

Thci Company h•• 5 ,000 ,000 share ■ o r preferred st.ock a utho r i "ted ! or 
issuance . Any preferred ■ tock a■ued will ha ve 1uch nghts , powe rs and 
pre!• rence1 a • deteninned by th• Coa:pany •• Board o f Direct or• 



sua&S U OOT P.U a VALttt: OP PIN.UIC' t.U. UISTatlk&WTS 

d isclosure o f the est 11r.&ted fa11· value o f !1na.nc 1al 1 n■ tr.llllent ■ Ms 
dete n111 ned tr/ the Coq>any ua1ng a va i lable 111,&rke t 1nfornattor: and 

ropriate v•luat1 on ut.hodolog1e• • • 1nd1c• t •d bat 

carrying &IIICNnt■ ot c a.ah and c a sh equ1 va t ente , trade a ccount• 
ivab le. trade a ccount ■ paya ble a.nd a ccrued expen•e• and o ther 

at, il i t i e• are reaaorui.bh eat i - •• ot their fa1r value• . tAttera of 
it ar.e i ncluded in the e a t 1111ated tau· va lue ot a ccrued expense• and 
r ll aDil tie• 

a..nk Debt 
C~rc ,al Paia,r 
Debenture• 
Yen Lo.tn 
Ci typlace Tei-a Loan 
Conve r t ible Debt 

ea ti l!WI ed f• 1 r va lue• o f o t he r t'ln.nc1 a l 
are listed in t he f o llowing t6.t:le • 

i■tuaaced 

Carr 11ng Fa ir ____.._ ~ 
(Doi hr■ in 'n\ouau..da ) 

)00,000 ' 100,000 
)50, 191 150,191 
uo.na )',1 , 267 
lU, Hl 2'4 , 5'5 

2"·'" ]04 ,504 
100 ,000 101, 51 0 

~ -thod• and •••uq>t.iona u aed i n eatu11•t i ng the fai r va lue tor each of 
. the cl••••• o f f inanc ial u,atruawtnt• pr•••nted in the ta.bl• -..bOve a L""e •• 
afollowa : 

I 
Tt:e caL""rying a.mou.'1t o f the sank Debt app ro• i-tea !a,r va lue becauae the 

1 intera ■t. t"ate• are va.riable . 

· C0n11e r-c1 a l paper- borrowing• a.re • ol d a t 1Urket interest rate ■ and ha ve 
a.n average reN- i n i ng -tudty of l ••• than 40 day■ . 'Ttlerefore , the 
carry i n'] amount of connerc i a l pa per h a reaaonab l e eat.lute CJf i t a fair 
va lue . The guau.ntee of the ccaeerc i a l p aper by l't h an i nt egra.l pa.r t 
o r the e■t i 111&t.ed fa i r value o f the cOftlMl r cial paper borrowing• 

'nle fair v a lue o f the De.bent.urea i • eat.iN.ted C.aed on Dttc.mber ll, 
1995 , bid price• obta ined from inv-eatment banking tinaa where trade r• 
ragul a rly make • ma.rket t o r th••• :' ine nclel in■ t.f"'--nta. ne car-ryin9 
UIOUnt. o f the Debentur-•• include• sn, , 511 ,000 of $FAS No . 15 : nt.ere•t . 

'nl• fair ·1a lue of t.he Yen Loan u e.i.i-ted by c a l culat.1ng 1.he preaent 
velue of the fu tur-• yen c••h flow• a t current i nt.ere•t and e . .:change 
r a tes . 

The fa ir value of t.he Ci t.yplace Tania Loan h ead.mated by ,::alculat1n9 
the p re■ent value of the future c ash flows at current i nterest. rat•• · 

The fa ir va lue o f t .he Convertible De.bt a t Decelllbe r ll , 1,,5 . u 
••u-ted by a.n 1nveat1Mnt bank i ng finn and inc lude• both ui 1ntereat 
rate and an equity caaponent , 



12 . U(Sl t.OYII BINI PlT PL.UIS 

Profit Shtrina Phnl · 7he Company m,unt a i na profn ahanng plan• f or ita 
U S a nd Ca.nad 1an eir;pl o;•eea !n 190 , the cocnpany excluding 1ta Ca na d ian 
aut.a1d1 • ry l "Sout.hl a nd~ ) adop~ed The Southl and Co rpo rat i on El!iploye•• • 
Sa ·, 1nga a nd Pro f it Shari ng Plan Ith• ·s 11 •1inga and Profit Sharing P!an• ) 
a nd, 1n 1970. the Comp11ny ' a Can..,d1..,n auba1d1 ary a dopted the South l a nd 
Ca t'..a dtl , Inc: Pro flt. Sh• nng Pena1 on Pl • n Theae plan• provide rt1t1rement. 

ber ef1t• t.o a l191ble employee• 

Contdbuuona t o the Sa 'l1ng11 a nd Pro f\ t Shari ng Plan , 111 40 1 l k l de f ine d 
c:on r1 buuon pl , n a re Nde by both the par ic1 pant• a nd Snuth land 
Southland contnbut.es tne greater o f app ro;11.1 1Mtely 1011 o f 1ta net earning• 
o r a n .tJr10Unt de enuned by Southl and ' • prea1den Ne t e arn1nga Aft ~ nded 
dunng 199 '5 u c a. lcul (l t.ed v 1tnout r ega rd to he con tri bution o th,t Sav1nga 
and Pro f It Sna ring Pl a.n, federa l 1nc0ff\e t axaa, y,una from, d@bt re:;,urch.11••• 
a.nd re!1nanc1 nga and. "' t. he d:a c r et1 on o r South land ' & prea1Mn1 . • 1nCOll'.e 
fr om • ccour,t J. ng c h• ngea r.ie contnbu ion by Sou h l a nd 1a 9e m1 rs,lly 
a lloca t. ed t o t.h~ p1u ti c1 pan • on t.h• b,,au o r h!!i1r 1nchv1du. l 
t.-on tr1 ut. 1on. y,u ,ra o f part1 c 15)a ion 1n t.he Stw 1nga a nd P1·o f 1t Shar l:'19 Plan 
and a ge -:i1e pr o v1a1 0na o t the Southl and Ca.n111cta , Inc P1 0!1 t: Sh•r1n9 
Ptm• 10n Pl a. n are a11111l ar t.o thoa!!I o f he Sav1n9• and Profit Stt..ring Pl a n 
Total cont nbution s t.o the•e plar.s tor th• yeu a anckd oe c ember ll, 1'95 , 
1994 and U!IJ were :; 11 , 111 ,000. Sl0.51l,OOO a nd S ll , 956,000 11nclud1n9 
aJl'IO'Ul t • • lloca ed t.o he d1atnbut.1on an l ood c ente Ya 1n 1994 and 1991 1, 
respectively, an d are inc luded tn OSGU 

Poatnt iHMOL B1ntC1t1 • The Canpany •a group 1naunnc• p lan Ith• 
•t nsu ranc:• P! • n• J p rov1de11 po1t ret1rer.ien t. medi c •! a nd dent •l benefi t• f o r 
al l retJ. r ees t.h<1t. f!lee t: :ert a 1n c r 1ter1• Such c r1ter1 0, 1r1clude cont 1nuoua 
part1 c1pa t1on 1r. the In ■ uran~ Pl An r anging fr ~ 10 o lS yea r■ dependi ng 
on h1r1 CS. te , a nd the aum o r a ge p lu• yea r • u [ con t1nuoua service. equa l t o 
a t h a at 70 The Coq,a.ny contnbut.ea t ova r d thl c:01t o ! t.he In ■ura.nc• Pl a n 
• f i xed doll a r NIICMJnt per re ti ree baled on a ge a nd nl,U!',ber o f dependent• 
cove red , • • ad )u■ ted ! or a ct.u• l cl a uaa experienc e All other f ut:u re cost ■ 
and co1t 1nc1ea aea v 1ll be pa td by the retiree• The COl!ll)any c011t1 nuea t o 
fund it.a ca■ t. on II cotah baa1 a : ther"lfo re , no p l a n • ••• 1 n.ve been 

a c:CUf!IUl ated 

:let. p,en och c: po1t.1·et11e~nt. bene!1t. cost • f or U9S . 199 4 and 19it J inc lude 
the f ol lov ing 1."0lllpOrlenta 

Serv1c4! coat. 
lntere•t cost. 
;.:nort.1 &• t1 or: of ur:recogn1i.ed 9 a 1n 

,. 

lllS Wi llll 
;Doll a r• 1n '!hou•• ndl l 

"' 1,,.,. 
_!llll 

l, 7)2 

_...lil l 

.,. 
2,041 



Th• ve ighted •a .,.rag• d1•count rat• u••d in detendn in9 t h• •c~.l ated 
poatnt1nMnt benefit obliga tion va • n and n at De ceaber 1 1, u,5 and 
u,4 , re •pecti vely . CQIIIPOf1•nt • o f the • e cru.a l recorded i n the Ca.pany ' • 
con1oh4-t1d ~ l ane. aheet • a re a• tollova : 

AcCU111Ul e ted PoetretireMnt 
&enet'it Obligation : 

Retu·eea 
Active e 111P loyee• eligible to r etir~ 
Other • ctive e:ic,loy••• 

unrecogni s ed ga in • 

Pts:IIIPlr l! 
llU 1!~ 

t t>ollan in Thou11ande l 

$ 11 , 'J60 $ 11 , 19 7 

~.2 H 4 , 716 

.J...lll ~ 

2),522 21, 26 7 

_L.lll -----1Jll 

1...IJ.Z.i£ ~ 

~ - Thi C01'1)&nY a dopted SPAS No . 112 , " &aployen ' 
Account i ng f or Poateq, lc,yr,er.t Benef it • . • in 1991 and recorded an 
a cCU111Ul a te.1 poete111Pl O-/Mnt be nefi t obhgation of $16 , 517 , 000 . Th• 
obliga t i on prill'.a ril y r epresent • future medica l coat• r e l a ti ng t o ehOrt • tH'111 
and long •tenn dhabi lity . Th• a cCW11Ulatad poat.-ploy.en t benefit 
obliga tion . ,,,tu ch h&d r.o t ax e rrect , wa• i-ecorded •• the cu-..ila-:i ve ef!ect 
o r an a ccount i ng change . A.a o[ O.celllbe r Jl , 1995 And 199 4 , thtt uiount of 
th• obliga tion waa S U ,190 . 000 and $11,46 0 , 000 , respecti •,ely . 

&m.l.UL..Ll.rt.islea t l99 flan · In 1911, the Coapany a dopted n u, Southland 
Cofl)On t 1on Equity Participation Plan !cha • Pa rtlci ~ tion Pl an" ), wh ich 
providtH for t he gt'anting o f bot.h incent ive option• and nonatatutory 
option• and t he s a l e ot' convertible debenture • to c er t ai n ltay acplcyee• and 
o fti cere of t.he Coir1pany . I n the a ggregate , not 1110re th.an 3,529 , 4 1 2 eh.are a 
o f cocmon a tock o f th• Cc:apany can be i a•ued p u reUM!it to the Pa.rticipation 
Plan; howe ver, t he Cc:apany haa no preeent. i ntent to grant addi t i ona l 
opt ion"' o r debenture• under th h plan . The ah.are a a va i lable tor i eauance 
under the Pa rticipation Plan are reduced by th• n~r of eh.area i eeuad 
unde r th• Gra nt Stock Plan , vh i ch i ■ deacr l bad i n a fo llowing paragraph . 

~tion• var• granted i n 1999 at th• fair ... rket value on t.h• dat.a o f grant , 
wh ich i • the a.- •• t.he convers ion pr ice provided in the dab4'.nt.urae . All 
opt i on• a n d c onverti b le debant ur•• tha t were vaated bee ... axercieabla •• 
of Decaa-.ber Jl , 1!94 , p u.reuant to th• t.e l'11111 of the Pa.rticipation Plan . At 
Decelllber ll, 19!5, there we re ve• t ed opt.ions outetand ing to acqui re 949 , 4!9 
ahaus , c t which 90!, 99! were a t $ 7 . 5 0 per ah.a.re and 31 , 5 00 wre at $7. 70 
per •hara, and ve at.ed debenture ■ outatand i n9 that wia ra convert ible at $7 . 50 
pe r eMre i nto 5,000 aha r•• · Ou.ring 1995 , opt ion• to a c qu i re 1 11 , 30-1 aha.cu 
and debentu r e• c onverti ble into 12.ll l aharae a,cpirad t or tho•• 
partici pant.a wh o are no longer wit.h t.ha Coapa.ny , All opt ion■ exp i r e , a.nd 
the ~ben t.u rea 111&t.ura , no l a te r than Decalllber Jl , 1,,1 

9£1Dt Steck flap · In 1989 , the Cafl)any adopted The southland Corporat i on 
Grant Stoc►. Plan tt.ha •Stock Pla.n " I . Under the provhione o l' th• Stock 
Plan , up to 7SO,OOO ■hara• of COll'IIC>n ■ tock a re a ut.hOrir.ad t o oe i ssued to 

•• 



c ert.a::1 key ee:p loyees and o f!1cera o f t.he Company Shart-a 1saued nder t.he 
Stoci. Plan dec r e,ue t.!':e nutr.ber o f ■ h1u·e• tha can be usued pur ■uant to the 
Part.1 c 1pA 10n Plar: The stock 1 ■ f ully veated upon the d.te o f 1aauanc e 
-'• o ! ~ ceir.ber 11 , ?995 , 4 8 0, !1 44 aha re• had been 1aeutd pursuant to the 
S t oc~. Plan :10 ah rea ha·:e been uaued ■ 1 n c:11 1'!18 , and t.he Car.pany h•• no 
pnt aent in t ent t.o grant. 11ddtt1 ona l share• 

Stock Inctnlivt Pltn · The Cocnpany t1dopted The Southland corporation 1'95 
S .. oc k Incent.i'le P!ar: ( the · stock Incen tive Plan •) tn 0c ober 1995 , aub)e c t 
t o nhareholder a ppro val , v h1 c h 1a being •ought a t the annua l eieet 1ng c! 
a •1t1 holder11 t o ™'I held rn Apn l 1996 The Stock Inc:ent.ive Plan pro v ides 
f o r the gr ntH,g :,f atcc: Jo: opt.t ona , ,n.oc►. a ppreci ation oghta , perf.:in:-.AnCe 
•hare ■ , ,ea t nct.&d a td-clt , n•atncted stock uni t•. bonus •tock a nd ether 
! o rma o f at.oc~.- b,ued a v,t.rd ■ and • 1th!)n zt1 ■ t he i••uam;e c f up to 4 1 m1!!~or. 
e har•• c•:er a ten yea r" period In Or:tobet' 1'95, J,8& :,,&0O opt.tons ve r e 
g ranu~d • .., tuch re11111: n -:iutat.an:hr:g II O• c:eir.be r )1, 1995 , .9 L the !11:r ir..-.rk.e 
va lue o : ~ l 18 7 'j ~r ar..-re an he dat.e o f g u n o c ere 11 1n key ell'1)10)••e • 
a nd o f! 1c era o f t.he Caq:iar:>• The cpuon■ gran ted 1n U)'j are exerc uable 
1r: fi ve e qu• l 1n■ta! l :r.er:t.a beg1nn1 n9 one ye• r a! t.er gt'<1n t. d. t.e v 1th 

as1 li l e a c:c• l en1t.1 cr. t.her"e a! er bdiaed upon ce rt.a tn 10,prove~nt ■ i n the 
st ock pr1 c:• o ! • •hare c ! Sou lhl a nd · • c:a:r.ion at.oc:k 

Ounng 1•n•;, t.he F1nani:1 a l Accounttnq Stana.arda 8 rd u11ued SFAS s o . 1:1, 
· ,-.c:i:oun 1ng f o r S t ock -Baaed C0q>4tnaat. 1on • The ■ tAt.ement. must. b9 •dopt•d 
r:o l • t e1· than 1! , 6 The CCX!!pa.ny intend• t.o a dopt t.t'e d.l.sC'lo•u re -only 
requ1reeents o ! SF~ !le 1 l a nd .., 111 he re!or• ccnt.tnue to app l)' he 
p1 ov1 ucna o ! .:.CC'OUr.trng Pnncipl•• eo.trd Op1n1G-n :io 2! . '"Ace t..tng ! or 
St.oc:k I ■ sued to L.-i,lo-,-eea • 

1) . LL\Slf!;, CONHITNZNTS AW CONTlNGltNC ilfS 

1tt.uu Cert.atn pt'Operty and e qu:pcr,ent used i n he Ccr.:pany ' • buatn• •• u 
le11sed Gf!r:er:a lly , re.ti ent.11 1::e le a aea a r e ! o r pnlftll ry term• fr 0111 U to 20 
year • .., 1th opt.ton ■ t o renev ! o r <1dd1t 1on11l per1oda , a nd equipment. l••••• 
• r e, f o r tenn.11 !rem o ne to ten ye a rs , The l••••• do no con a 1n 
reatn ct 1on ■ that. ha 'le • mat.ertal effect 01'\ the CCX!lpany• • operat ion■ 

The C::OfflPO■ lltcn o ! cap 1t. a ! leJ11ae11 t'e!lected •• proper"ty 11ind equ1pme:i 
t.he conuo luU,t.ed bala.r:ce aheeta 1• a ■ ! ol l ov a · 

But l d:nga 
Equlptr-!!nt 

___QJt~tmPt C l l 
llU 1lli 

IDol la rs 1n Thouaanda ) 

; !1', 4 12 !; 125.600 

-=-= 11,.n, 125,1125 

--111...ill > --11.1....l.2.l l 



nie p reaent value o f tutu.r e 111inimum lea•• pav-enta f o r capita l lease 
obl1gatione u reflected in the con so l i dated balance eheete ee long • te nn 
debt . fl'\e amount repreaenti.ng i a,puted inte re e t. neceaaary to reduce net 
•in i 1m1111 1•••• pay.enta to present value tul• been calculated genera lly a t 
the Company •• 1ncr•-nt el borrov i ng rate a t t he i nception ot tta ch l e••• · 

Futu re minimum lease payment ■ for year• ending December ll ■ rt' •• f o llov• : 

1996 
U9 '1 
1'91 
1999 
20 00 
Thereafter 

F.itu re 111!.n i ll'IUIII lee■e pa~nt■ 

li■ t1Nted eJi:ecutory coat ■ 

Aciount repreaant i ng u11puted i nterest 

Pre ■ent va l ue o! f utu re 111ini:mJ111 
leaee peyM:nt e 

Cap i ta l Op,erat ing 
__......_ --1oullL 

(Dol ler ■ in Thou■enda i 

$ 21,96 5 
20, 424 
18 , 19) 
11. 44' 
15 , tl S 

~ 

154 , 521 

U99 l 

$ 116 , fill 
105,ll t 
8!t,t'1l 
64 , 169 
,a , 704 

__ll1._iil 

~ 

Hi n i:nurn noncance l able ■ub l eeee renta l i nCOIIIII to be rece ived i n the fut u re , 
vh 1ch i e not i ncluded above •• an o ffeet to fu ture payment• , tot.els 
$2) , 12' ,000 ! or c ap it a l l eaaea and $21 , 695,000 f o r opent in9 lea.He . 

Rent expense on operat ing le•••• for the ye■.ra ended Decen>er Jl, 1995, 
1994 and 1991, totaled $1.!5 , 456,000 , $120 , 150 , 000 and $124 , 402,000, 
re ■pect1vely , includ i n9 contingent rent e,cpenee of $1,501 , 000, S1 , 576 , 000 
and $1,21', 000 , but reduced by eubleaae rent incoaie of $7, 296 , 00 0 , 
57,151,000 and $1,545 ,000 . Cont i n gen t rent e,q,e:nae on c ap it a l lee.He for 
the year ■ en'Jed Decealber l l , 1'95, 19'4 and 199], vea $2 , )99,000, 
$2,122 , 000 and $1 ,014 , 000, reapecti vely . Con tingent rent e,q,■:nH h 
gene ra ll y baited on ••l•• l eve l ■ or changes i n the Conauiner Pri c e Indax . 

. , 



LtlHI With Th, SIY1DQI and Profit Sblr1og PllD · J.t 0.Ctll'.ber ]1, 199S , the 
Saving• and Profit Sh•nng Plan 0Vfl9d 191 store• leaned to th• COCl'lpt1ny 
under c ap1ta l leaaea and 634 •tore• le•••d to the Comp-.ny under operating 
leaaea at rental• vh lch, in the opinion o f manage111ent, 11ppro ximated rnarke t 
rat.es at the date of !••••· ln add 1t10n, 61, 4 1 and 62 propert1ea vere 
a ol d by the Savinga and Pro f 1t Sha ring Plan t o third pai-tiea in 1995, 199<1 
and 1993, reape,ct 1ve ly . and at the aAMe 11r.e , the relatad lea••• v1th t he 
CO!llpany -re either c ancelled o r a ssigned to the ne v ovner . Includitd in 
the consolidated f inL'1ci al atatementu ere the foll o w1ng amount.a i-e,lated t o 
l ease • v1 :h t he S••11ng11 and Profit Sharing Plan : 

Bu1ld inga (ne t o f accu.,;ulated AIIIOl't. i i.at.ion 
of ~9 , 851 and G9 ,61'1 

Capital l eaae obligat ion• (net of current. 
portion of ~1.~U and Gl , 9451 

Pesambfr 11 
llll llli 

t Ool la ra in Thoudanda) 

Xe art Ended l>tc;,:Mt r 1' 
llll 11!!.i J.lil 

IDollera 1n Thouaanda) 
Rent eJtP9nae under operating leaaea and 

amortiution o f cap i ta l lean aaaet• ~ 1..l1..1ll ~ 
Iinpu ed ! ntareat expenae on capital 

l HH obl igation• ~ 1......--ili ~ 
Capi tal leaae pnncipal paynaenta i ncluded 

i n principal payments under l or.g • t.erm 
debt ag reements 1-J..,.W 1......l..2,ll 1.....J...lll, 

KckAI C:tiWllPY IAC • In connection v 1th the 199l ■al e o f di atribution and 
food center aaaeta to HcLene , the Cocnpany and Mct.er.e enter ed into a ten • 
year aervice agreement under vhich Hc Lane ie Nk i.ng iLa d i atdbution 
aervicea ava ilab le to l · iltwen at.area in the onited State-a . It the COll'lpany 
dou not frlfill it• 0bUgat.10n to HcLene during thie time period, the 
Coq>any 111uet re illlburae HcLene on a pro - rat.a baeie tor the tranaitiona l 
payment receh•e d a t the time of' t .he traneaction . The original payment 
r<t~ived ot ~9.450,000 in 199Z i • be ing U10rtued to co•t of goods eold 
over the lite of the agreement . The C~any h•• e,ic•edttd th• 111ini111U111 
annual purchase• e a c.h year and expect. a to e,iceed the 1r1L"\i11tU111 r•qu ired 
purchase level• i n fut u re yeare . 

C1 tao FIU0llYI! C0EP9Otioo · In 1986 , the C0111Pany entered into a Z0 •year 
produc t purchase agreement with Citgo to buy epec1!1ed quantities of 
g•aollne at 1114.rket price ■ . Theae pncee are detennined pu.r•uant to a 
ton.ula baaed on the price ■ posted by ga•ol ine vholeaalers 1n the van ou• 
1r1arket. area• vhere the Canpany purch•••• gasoline !ran Ci r:go . M1niinu:n 
requlled annual purc ha•e• under th1a agreement •r• generally the leaaer of 
750 1111l lion gallon■ or 15 \ at gaeoline pu.rcha,ed by the COdlp&.ny f o r retai l 
• a l• . The Coq,any hae exceeded the 1r1 inimWJ1 required annual purchases each 
year and e,ipe,cts to •xceed the ca.i nill!UIII required ennu. 1 purchase leve l • 1n 
future years . 

62 



Cont1Dst0Citl 

Gt t 911D1 Sten S1ttl · The Company a cc1-ue• f uture co•ta , ,u we l 1 a s record& 
he re l a t ed prob.!lb l e a t. Ate reuri.bu r■e~nt a:nount ■ , ! o r 1eMd1at1on o! 

9"•o l i ne 11 tor e a i tea where rt1lea 11et1 o f r egulated ■ub■ t.ance ■ ha•n been 
de t e cted At. Decell'.ber ll , u,s a nd u,4 . reapec t 1ve l y , the Company • • 
e at illl4 t ed l14b1!1ty ! o r si t e• where ret e .. ae a h" ve been de tec t e d was 
H J , fi 6'.000 and Sfil , "24 ,000, o f whi c h -;2, . 1H, OOO a nd $12 , 924 ,000 &re 
i nc l uded i n defer r ed c redits and other lub1ht1e■ and the nuna1nde r 1n 
a cc r ue d expens es and a t.her lubil it 1e• The COl%:p&ny hAa recorded 
re ce1 va0lt1 ■ o r $5, .652 , 000 and SS7 , l4 6 , 000 tnott of allcwa..nc■ s o f 
$13 . 705 ,00C and 518,890, 000) t or the ■ at.i111o1ted pro b .sble at.at■ 
rw1l!'.bursemen t •, ~t whi ch $45 ,653 , 000 and $4'1, 746,000 a re inc l uded 1n a t.he r 
a sse t. ■ and the r11ma1nder in a c c ount• a nd not■■ recei vable . The COll'lpany 
reduc ed the e11t1mated ne t en'llrori.- e ntal coat re1:nbur11eMnt11 at the e :\d o f 
J') 'H by appro 1t1111Ate l y Sfi ,000,000 as A reau l of canplet1 ng • review of 
atete re t l!'..burseirient progra,u The ■at u1• ted tuture reoed1at ion 
e1tpend1 t ut1u and re l ated ■ tAte re 11!'.bu1a~11111n t at!ICNntS cou ld ch• nge v 1t.h1n 
t.he ne,u !ut.ure •• 90•1e:-n:nen tal requireMnts an d sta t • reimburaeii,e nt 
p r ogrAr.111 conun•.Je t o bot tq>leinentli!d o r r■vued 

The Cu;np• ny anticipate• th111t. subat an t u l l y a l c. f t.hto future re:r.edi•t.1on 
cost.II f o r a i te a with detecte d rel••••• o f r egul a ted aul::lat&nce• a t 
Dec err.ber 11. 1995. v 1l1 be ~ncurred v ith1n the ne1t !'1ve yea.r s . There 1a 
no a s a u ra..nce o f th'9 t1~1n9 o f the rec■ i p o f suite reil!IDI.Jrse-nt: !und• 
Howe ver , tuiaed on the Company • • e,cp11r1ence , t.~o COll'lp■ny expec t s t:o re c■ H-. 

the oaJonty o f at.a t e r-e1 11\burs@Ntnt fund11 v i t h 1n on• t o f our year s afLer 
payment o ! eligible re111ed i a cion e,cpen ■es , •·••Ul!ltng that the st.ate 
•dl:!1n1•tr• t1ve procedure• f o r proce ■■ ing s uch re1fflbura@Mnt ■ have been 
f ully developed 

CbM1c1l Kaoufactur lna PacllltY · I n Dec ember 1911 . the Compa.,y closed it• 
ch~1D.i c a l -nufac t.un ng !acility in rie v Je rcey All a result , the Coq,a.ny 1s 
required to c onduct envi ronment a l remed1a t. 1on a t the ! a c1l 1ty and ha.a 
a c c rued a liability f o r th is purpoae . ;.a requ i red , the C~&."ly ~• 
aubal1t.teJ • clean -up pl an to the se v J ersey O.part.ment. o ! inv1ror.mental 
Pro t.e ct.100 I t he ~st• te " ) , vtnch prov idea f o r r eudiat1on of the ■ it.• ! or 
app r oxiN t e l y a t.hree •t o • f1 ve •year period •• vell aa c ontinued groundvater 
trea t.anent f o r a pro1e c ted 20 •ye•r period Vh~ l e the Coq,any hAa rec e i ved 
i n 1 1al ca:ment • !r~ t he St ate , t he c le.n •up ;,l an h • no been f1n.a hzed . 
The Car;,an y ha ■ recordft d ll<'lb dnies r epr■aenun; 1t.s beat e ■t1-te• o f t.t:.e 
c lean -up cost• o f SH. 8 24 , 000 • nd ~19 , 25 4 , 000 a t DeceClber 11. l'9S and 
1'94 , reapec u ·,ely . Of th1 ■ a.mount , Sll fifi0 , 0 00 and ~H , 180,000 are 
i ncl uded 1n de!er r ed cr~dlt ■ and o the r 11 1ht1 ea " nd the relll,&1nder 1n 
a ccrue d expen• • • and other ll a b1la 1ea f o r t he reapec t. 1ve year■ . 

The closed chemica l :-.anu fa ctunng !ac 1l it.y vs s previously owned b-/ a l arge 
d\e1D1ca l ccr.:pa ny ?n 1991 . the Coq,any •nd the f o nr.er owner executed • 
f ina l ■a t.tl e111■ nt a gree:ient purauant t o vh1 ch th• t'o1·mer owner ag reed to pay 
• s ubatanual po r t i on o f t.h• clean -up coat ■ The Coc-pany ha.• re corded 
r ■ce1 vabl ea o f nl ,0 15 ,000 ,nd S2l. 009 , 000 at De cember ll . 19')5 an d 1')94 . 
r espect i ve l y . repreaent 1ng the f o rme r owner · • portion o t the c l•an · up 
coat• O! t his a.'TIOU.-:t, ~18 . 38 1 . 000 • nd S1' , I OO, OO O a r e included rn other 
• • ••t• and Lhe re1r1a1nder • ccounta and note ■ recei vable for 1,95 • nd 
1994 , r■■pect 1·,ely . 
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14 . IlfCOKI T.ll&S 

A• of Janu■ r/ 1, 1991 , the Cai:p■ny adopted SFAS No . 109. "Accounti ng f or 
Inc:Offlfl Ta.xea . • n-iere va• no cumulat ive effect edj u ■t.ment upon adoption . a nd 
t here va• no effect on net earn inga for the year en~d Dec:<Hlber 3 1, 199) . 

S FAS No , 109 nquirea the u ■e o f t.he liabil it y inethod. i n " hi c h defernd 
tall' a •••t.a and li abilitie■ are rec ognized f o r difforenc•• bet.veen the tax 
bii ■ i ■ o f aa ■et.a and liabtll tie■ and the ir reported aJIIOW'1.t■ i n t hu f i nancia l 
•taterr.ent ■ . Deferred t ax a ■ aet ■ include tax carryforwa rd■ and 11 r e r e duced 
by a valua tiC'l'1 all ovance it, baae d on a va i lab le evict.nee , it. i ■ aore like ly 
than not that •0111& portion or all of the def e rred tax ■■ 11et. ■ will not be 
reali ·Hd , 

n-ie component■ o f earning■ no■■ l befo re !. n c:cme t ax••• extrao rd ina ry g a in 
!l.."'lo d CW!!Ulstive effec t of a ccounti ng change are aa foll ov■ : 

Year■ Ended Ptctmber l l 
llli llli 1lll 

10ol1au i n nwu■and■ l 

$ 'Jll,1'15 ?i 70,615 S l,795 

---1....lli --2....lll ~ ) 

ll21..l.il~L.Jl..ll.QI 



The prov 1•1on ! o r 1ncc:ao- t aJitee 1n t.he a cC'Oll:panyi ng Cons ol1ela ted ! t a ter.ient• 
of Earn ings cona 1•ta o f the f o ll o v ing . 

Cu1·rer.~ 
Federal 
Foreign 
St.ate 
Tax bene f 1t o f opuraung l o•• 

ca rryf o r vard 
Sub total 

De!erred • 

8eq1r.n ing o! ye-•r v .. lu• uon 
a llc.vance ad1u•t.men 

Subtotal 

Incocne taxea before extra o rd i nary 
gun and CU111Ul a tive e!!ect. o f 
a ccount.1ng ChAnge 

llU llll llU 
1001 lar• in Thouaanda l 

8,251 '· 79:J ' 2,759 
8,968 1, 5 15 ~. '41 ... )50 

__!J,J.U I 
18 ,204 1 1 , 5 00 8 , 700 

60, 10, 

.l.U.LUil ...J..IJW2l!lll --
-11.1.Jil' ....Ll.!W2l!lll --

1J.ii...2ill ~· 1....LI22 

Included 1n Shareholder•• Equity & t. Dec emb41r 31, 1995, i• $5,208, 000 o! 
1ncaM1 t.&xee pro•,i ded 1n U95 on an unrealized gun mar ke table 
aac:urit1es . 

Re conct l i a t i on• o f inconMt t axe• be f ore e xtraor di na ry ga i n and cwaul e t i ve 
e ffect o r a ccount ing c hange at the fede ra l •ta tut.ory r a te t o t he Ccapany • • 
a ctual incOClle taxe s p r ovided are as f o llovs : 

T••ee (benefit. ) at federa l •ta t.utory 

St.ate inc0rlloe t. &J1e•. net of federa l 
1n c:OCM t•• benetlt 

Foreign t a Jit r a te d i f f e r ence 
Ne t change 1n va l ua tion a l l o vance 

e xc luding the t a• effect o f 
extraordi nary ite11111 a nd the 
cumul at.1 •.re effect of a ccounting 
r hangea 

Other 
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XH U Ended PI C'ti®tr l l 
llU llll ill.1 

1001 la n i n 'n\ou•endal 

$ 35 , 515 25, 72 4 t 9031 

'" 228 ... 1,.112 2,lll 

008,6321 (47,9 0 1 4 ,112 
---LiQi ----1...ll1 --1...W 

LW...2.1.l. • 1...J.I.LUl!I ~ 



The ·1•luat1on dlllova.nce ! o r de!erred t•K iHaet ■ decrea ■ed 1n !995 by 
tl7 4 ,5 99,00 0 The decre••e cona1sted o f a S90, J20 ,000 decrease resultrng 
from c hange• 1n t he Coc:Tpany · • gro■■ deferr■d taK •••e • and habtht t e• a nd 
an S94 , 269, 000 dec re a ■e re■ult.tng f ron, • c hange 1n e ■ ttmate regaid :. ng the 
re a ! 1cab1J1ty o f he Con:pany •s defer r ed t a JI •••et ■ . Baaed on the C0r.1pany ' s 
trend of pofl:t1·,e earn 1n91111 duru:g the p a •t three ye 111 n1 and ! ut.ure 
expec ati on1111, tne Ccr.,pany dete 11111ned tha t 1t 1 ■ IIIOrt! ltkely than net tha t 
1te deferred tax a1111 se t a will be fully real iced ln 1994 . the 'l&luat ion 
a I lovt1n ce decreaned by S4 2 . 0 7&, 01)0 d ue to c hange• 1 n the c omi:any • • g r oss 
de!errod t Ax a ■ aeta a r.d l tah1J1t 1e1 imd the re11l 1u 1t1on o ! :::1 0,000.000 o f 

he Company • " n!l't dete~red tax a sset . 

S19n1!1cant t:on:ponent• o ! the C0q'lany •• dflferred t&Jt a ■ ■et ■ a nd li ab1!1t:ea 
a t Decembe r ll , 1995 • n d 1994 , arfl a • f ol I o wa 

Deterred ta.x a ■■eta 
SFAS No ts 1ntere•t 
Accrued i n ■u r•nce 

;,ccnied 1 ubt llue■ 

C pen■at ton • nd ber.ef 1 t ■ 
Tiur. c redit c•rr1 forv11id■ 

O.bt 1 ••,..• nce co■ t ■ 
Otner 

Subtoc a l 

Deferred t ax llab1l1t.:ea : 
Area 11ce n■e agreement ■ 

Propen.y and equipment. 
':>ther 

~ubtotal 

lle t d■ fe rred t.a.xe • 

X'l'UCI i?dnd Pt~ 
lllJi l.ll.t 

! Dot l a r ■ u 1 n,ouaand■ I 

1!. 0 ll ' 125,'94 
55,07 51 , 514 
39 , 6'5 U , l'JO 
3' , )f;5 H ,0'9 
14 , 113 4 1, '1fi5 

, . 120 15 , 44 5 
____.\.llJ. -i.ll1 

2l5 , ..,,., Jl2 , 509 

185,1'4 1 (92 , 515 1 
ll2 , 15JJ 129 , 192 ) 

--1.1...llll --1Llll> 
11 2,. 719 ) (1 2'1 , 92 0) 

--- ...illLai> 

~ ~ 

The Caq>a.ny • • net deferred t ax •••et 1• reco 1 ed 1n other cu rrent 
<1nd ocher •••et• l•ee :•ot.ea • a n d fil . 

Ac O.cell'.ber 31 . 1':i95. the Con:pa.-iy had appro xuna t ely Sl, 1149 ,000 o ! genera l 
bu ■ 1neaa credit ca rr-1!e r va rdu and S!l,914 .000 o t a. lt.e rn• t:ve 111n:mu:::1 t ax 
( "AMT" ) c redit. carry!orv.1 rd■ The AMT c redit• h•v• no e xp1 rat1 0.-i d& t.e . T?-:e 
g•nera l bua1r.eaa c red1 t. ■ expire during the period !r01n 200 7 to 2010 

.. 



LU.MINGS CLOSS ) na COI040N SHAil& 

Prilnary eam1ng■ Uo■sl per COllll'.On ahar• 1 ■ comput ed by din C!1ng net 
earning ■ , pl u• Con•1e rt ible Debt i.ntere•t l ■ee Note 91 net o! tax benefits, 
by the weighted average nW!'.ber o ! CCffl!IOfl ■hare• a nd cOfffflCn ehare 
equ ivalent ■ out ■ tand!ng dunng e a ch ye a r The exerciae of out ■ tand1r.9 
■ toe►. option~ would not re ■ult in a dtlut1on o f earr.1ng■ S)flr aha. re . 

QUAJlT&aLY l'I NA>fCIAL DATA (tfflAl1DIT EDl 

!;W1S11Ar1 zed quartei-ly !1na nci 11l d.sta f or 1 'U 5 •nd 199 4 a ■ ad ju1,ted f or 
reclaaaif1cat1ona to confol"11'l to the curre nt •year pre ■ento.t1on (see ?lote ll 

ia • • l'ollow ■ : 

F1111t 

OIIAilll 
U>ollt1re 

:iet aa\ea ~1,54 ~ 
Oro•• profit 4 4 9 
11'.c:ooe ta xea (benef1t. > 
larn1ngs noa■ l befo re 

e xtraord inary gau: l!.I 
Net earn ing ■ tlo■ a ) I\J 
Pl"l rMr/ and fully d1lut.ed 

earn1ng 1: (lose l p~r 
c OC!11'0n share before 
ext. raorduu1r/ gain 

s e cond Third Fcurth 

!lllAilll !2>U&ill.< QiiAllll Isll 
1n H1 ll 1ona . i11,cept Per - Share Data ) 

$1, 750 $1,92' $ 1,625 $6 ,74' 

"' 
,,. ... 1, 993 

' 12 189 1 16" 

" " 12 161 

" 50 185 211 

•• . 12 . l9 .,. 
The second quarter includes a $ 4 ,G79,000 env1roninental re1111burseinent 
related to outeu1.nd1ng lit19at10n . The f ou rth quarter includes a 
$103,1'9 , 000 extrao rdinary g a i n on rede111ption o f debt nl a ted t o the 
refinancing o f ce rta in debt securities l a •• No te 8 1 , $94 ,269 , 000 fro::i 
reali zation of a de ferred taJt aa ■e t t ■ee Note 141 and $ 11, 41 5, 000 o f 
expenae• accrued ! o r severance a.nd relat •d cos t• t aee Not.e 71 , 
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YH[ laded Dec:cMtr ll 1'Ut ' 

:.e -: ■ale• 

Gro■■ pro!: 1 t. 
Income t.axe■ lbeneftt. l 
Ne t. earn i ng ■ Clo•• ! 
Prur.&ry a nd ! ul ly d ilut. ed 
e•m1ng■ llo•• l per 
comnon ■hare 

Fint. Second Thud 

,.Cba.ctll Qua.u: Qi.anu ~ fill 
(Dollar• 111 H.ill:on• , Exc•pt P•r · Share Oa t. a l 

' 1,5 12 1 , 120 1. Ill 1 , 64 1 S 6 , 614 ,., 51] ... .,, 1 , ,,1 
I ' ' 112 1 l !, I 

18 ) " 
., 

" " 
I . 0 21 ... , 10 .o, ·" 

The aecond qu■ rt•r include• • S4 , 500,000 recov•ry on a 1992 1naura.nee 
c l ■ Hl'I The f ou rt.h ciu-rter include ■ SlO 1111ll1on froai realt:r....,t.i on c t: • 
deferr•d t. ■Jl •••et t ■ee Note U l , S'J , • OS ,000 of •xp•naea a ccrued for 
■evera.nce a.nd uhted coa t.a l ■ee Note 7 ) , $7 , 696 , 000 of expen ■e rel a ted t o 
at.o re clou119 111 and cHapoait.ione cf proper t. 1ea , and approJU.m■ t.ely S6.000.000 
1n expen•• retl\ting to t.he reduct1cn c t ea ti.-t.ed net. envire.nmcnt.al coa t 
re1N>Ur ■e-nt• I••• Note ll l, 
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INDEPENDENT AUDITORS' REPORT 

To the Board ot Directors and Shareho$ders of 
The Southland CofporabOn 

We have aud11ed the a\XOmpanying consolidaled balance shN11 of The Southland 
Co,pc,abon and Subsidiaries as of December 31 , 1995 and 1994, and the related 
consolida1ed statements or eamIng1, shareholden' equity (deficit) and cuh tlowl '°' eacn or 
tne thru years Ir. the period ended December 31 . 1995. These financial statementl are the 
responsibility of the Company's mariagement. Out resporilibitity is to exprHI an opinion on 
tneH financial statements based on our audits. 

We conducted our audits in KCOt"dance with generally aceepted auditing standards. Those 
standards require that we plan and perform the audit to obtain rHsonabte aaauranc.e about 
wnethef the financial statements are frH of material miHtat.menL An audit indudea 
axal'TMl'\lng, on a test basis, evidence supporting the amounts and Oildoaures in the ft~ 
statements An audit also indudH asse11ing the eccounting princip6e1 used and lignffic.ant 
estimates m'lde by management, H well as evafuating tM ~ finandal statement 
presentabon. We beieve that our audits provide a reasonable balia fOI our opinion. 

In our opinlOf"I, the financial statements referred to above present fai,ty, in .a material rnpects, 
tne c:onsolt<Satad financial position of The SoutNand CotpOfation and Subsidiarie1 as of 
Oecember 31, 1995 and 1994, and the consolidlited results of thew' operations and their cu., 
flowl for eacn of the 1hl'ff ye .. in the period ended December 31 , 1995 in confom,ity w,tn 
generalty acceptad accounting prin<:ip,es. 

Al dilCUlled 1n NotH 12 and 14 to the finanaal I1.atements, in 1993 the Comp.-1y changed its 
method of accounting to, po1temployment benefits and for income 1axe1 to confom, w,tt, 
Statements of Financial Accounting StandardI No. 112 and No. 109, rapectiyely. 

COOPERS & LYBRAND L LP 

o ... ,. Teus 
Fet>nwy 14, 19911 
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ttem 9, CHANGES IN ANO DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING 

ANO FINANCIAL DISCLOSURE 

None 

PARTIII 

ttem 10. DIRECTORS ANO EXECUTIVE OFFICERS OF THE REGISTRANT 

Certain of the information required in r11sponse to this Item is incorporated b~ reference 
trom the Registrant's Definitive Proxy Statement for the April 24. 1996 Annual Meeting of 

Sharehokiers. 

See also ·Executive Officers ot the Reg,stranr begiM1ng on page 19, herein 

ttem 11 . EXECUTIVE COMPENSATION. 

The 1nf0ffl\ation required in response to thll Item is incorporated herein by rete-rence from 
the Reg1stranr1 Otfrr,iUve Proxy Statement for the April 24, 1998 Annual Meeting of 

Shareholders 

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANO 

MANAGEMENT 

The Information required in response to thll Item Is incorporated herein by reference from 
the Registrant's Definitive Proxy Statement for the April 24, 1996 Annual Meeting of 

Shareholders. 

Item 13. CERTAIN RELATIONSHIPS ANO RELATED TRANSACTIONS 

The Information required ,n response to this Item is incorporated herein by reference 10 the 
R~istrant's Oefinillve Proxy Statement for the April 24 , 1996 Annual Meeting of Shareholders 
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PART IV 

llem 14 EXHIBITS, FINANCIAL STATEMENT SCHEDULES ANO REPORTS ON FORM 8-K 

(a) 1 he IOllowing documen1s are filed as • pan 01 1n1s repon 

1 The Sou1hland Corporation and Subsidianes' Fmanci11I S111ements to, the three years in the penod 
ended December 31 , 1995 are ind uded herein .... 

CoMOhOl!Ml B•l•t1t • 511"11 • Oec.mtl., JI 1995 I M 1994 4J 
Cor,1ol101ted St1lffllet1".1 ol Earn1t1g1 . YH rs Endeo 0.Ctml>l!f 31 1995 199' ano 1993 44 
Consof,Oated S111am.ni.1 ol Sha:• t:ol!!•ts Equity (0.~) • VH11 Enoed DecamW 31. 1995. 45 

199'4 1114199] 
CO'llOltdll~ s1 .. 1rien11 or Cun Flows - VH!\ End111 O•omc., ll 1995 1994 ano 199] 46 
Notti to C0t11011daled F,nanc.al Sta111nen11 47 
ltldt9tndent AudltOfl' Report or Coo"'' & lyt 11nd l l P 159 

2 Tr1t1 Southland Corporalion and Subsld,anes· FmaflC.lal Statement Schedule, induded hertttn .... 
AU other sct'ledules have been omitted because they are nol applicable. are not requmed, or the required 
informal!on is shown in the financial statements or notes ther~o 

3 The IOIIOWing is i 11st ol !he E.ii;hlbils required 10 be filed Dy tlem 801 ol Regulllwn S-K 

Plan or Acq11ia lUon. ReorganluUon, Arrange,Mnt, Llq11kl•lon Of Succ.Nalon. 

211 1 o.otofs Pian ol Reo111an1Z1hon, dateo Oc:tob• 14, 1990, 11 l'iled In lhe United 
SlatH Banktuplcy Court. N~ D111r1C1 ol r ..... o,, ... °'""1110t1. Ind Acld.-idum 
10 0 .Clofl Plan of Reorgan1Zltion dlted J1nuar, 23, 1991 , l:\COfpot8led by 
re:1tfflCe to f,,.. Southlana Co,porabon's Cuntnt Repo,1 on Form 1-K dated Janua,y 
23 1991 FH N11moe,1 0-879 ano0-16828. EJltUbl! l 2 1 l l'td 22 

2 f:?I Slo(ll P111C111H AgtfffflWil, dllld II ol Januar, 25. 19"1 , oy lt'ld •mong 
n,. Soutnlano Corpcnuon, lto-YoUoo Co , Ud and Seven-El..,_, Jap•n Co , LIO . 
lf'COJPOfl led by r•l•enc.• lo Th• Southland COl'potatlon'1 Cu11itnt Repo,t on 
Form 8-K O•teo J• nuar, 13 1991, File N11mDW1 0-878 Ind 0.16828. Emobll 2 l 

2 (31 Conf11m111on Ord• IH llecl on F.cn,.,., 21. 1991 by the Unrted Stlln B•nlr.ruptcy 
Cou,t lo, 11'\e Northe,I\ Dlstnct ol f UII, 0 11111 OM11on, lnCOl'po(ated by rele,er1, . to 
Tn• Souttd•no Co1po11bon'1 C11t1er1t R~ on Form l,K dated Maren , . 1991 , 
F H1,1mw1 0-871 ,no 0-16629, E..fuOlt 2 1 
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Att iclH of lncOfporation •nd Byt-.. 

l / 11 Sec:Ol'ld Re1to1te<1 .c.rtic:IH of ll'ICor l>O••IIOl'I ol lrM S!kitnl• no Co11>0r• llon H 
am~t<I tntougll Ma1eh 5 1991 1ncorpo1•t•d by ,.,.,ei,ce to lne Soi.itnLeno 
Cor1>0r• t1on 1, l..nrlu• I RtPort on Form T().K lo• tne yH r enJeCI Oecembe-1' )1 1'i90 
E~·ni1,11J( 11 

J 12 1 Byt•~ ol Tn• Souinl• no Corpg1111,on r1t1o101ea n •mend.a tnrougn Mur;l'I 5 11191 
rncorPO••teo by r1!1renc~ to Tne S!kitl'ltand C0tpo,•tlOl'I ,. • .nrual Report on 
Fo,m tO-K l01 the y11r enoea O.Cemner J1 1090 E)111b1t 3(2) 

• · ln1trum1nt.1 de ti ru ng lh• right• of 11curlty holder, . including intHnture • (I.ff 

bhlblts fJ I (T) 1nd P ).1 2), above ). 

4 t•M I) &p,sc,men Ceruflc•t• !or Common Sloc lo. S 0001 c,1 r v-.tue w,coroor1teo by releterce 
to Tl'l1 Soutnt,nc Co11>01o111on ,. At,nu11 ~-,on on Fo,m 10-K 101 u.1 year enc11<1 
Oecemtilf Jl 19!i0 E.on1a~ • l•H 21 

• t•)( l J Fo,m ol Voting Agrument ana Stock Ttanslt1 Res111cnon ,1na Buy,B•ck AgrHmffl\l 
1et•1,n9 to 11'lo11h cl c mM ste<k. S 0 1 par ,. ,11ue ,nueo put1u1nt to Gtanl Stock 
Pl,1 n ,nc..orpg111ea cy reft1enc1 10 Rcg,w•t1:in St1tem111t on Form S,9 Reg " 'o 
33-25327, E.,;n it111s• S 1no•-1 

• (•;(JI Sna1efloldt1s A9111ment aatld H or No ~emDII' 1 19&! by a r,a •mor1g 
Tl'le S:xrtnlu 1a Co1porat1on. Tl\ompsor, Broth11, L P , Thompson C•Pltal Partnen 
LP Tt11 HayJtn Company Thi w,lhaff' SbUl!jl COfPofM!On Fou, J lnvnll"lenl, l P , 
H eh Um!lr.1 Pa11n11 of Thomr;son C•Prt•I Partn11s L P H of th• ctall !fie,-,! and 
The Philp Co tl'ICOfPOlllld Oy 11lt1ence 10 F,1. No G-d75 Annul! RIC)Of1 un 
Form tO,K lor ye., 111dld Oecema.t" JI , 1989. E.>.rt1bll~1)(71. Tat12 

4 f1M ' I S11arel'IOla11, Agffff'nlfll d•tlld H ol M•rch s . 19it , if~ The Soutl'llar ~ 
COtl>(lllhOn 110-Vcll.1::10 Co , Ltd . IVG Hcld1ng Company Tnomp,on e ,ott,ets. LP 
Ttlomp,on C•Pll• I P111neis L P , fhl Haydln Cornp•"'I• Th• Wlll11msbu,g 
Co1po1a110n Fou, J ln11ntment. L P , The Pru!p Co , p&l1 ICI P•nts 1n th• Company 1 
Gr l l'II Ste<k Plan wflO .,. ' '""•1or1n lt\11110 llld certain lfrnlleCI pal1ner11 a l 
T1'1 omp1on C1p1tal Pa11n11s. LP wfl.o •11 11gr,•tor11"S 1t111110. ineor po,aleCI ay 
11l111n'9 to Sth1C1ul1 130 filed by 110-Vobdo Co ltd . S....en.Eleven J apan Co 
Lia •nd IVG Hold,ng Comp• n, E:.h!M ,. 

• (•)C S) Fi11t Amll\Clment H Iid 0.Cemtlei JO. 1992, to Sl\altf\olalfl A.gtNtnenl. aateo H 
ol Marci'! 5. 1991 1nco1po111ed by 11l1tent 110 File NOi G-d75 al'ld 0- 1662e, Annual 
R1port on Fo,m 10-K IOf yH, enald 0.Cemtllf 31 1992, UM1rt 4 11)1.S) Tao 1 

• (1)(5) S«ona Amlfldfflll'll d•!e<I F•btuary l! 191;6 to Sh•ltholdlf, A9r~t aatld .!> Tab 1 
oll.' •1ch5. 1991 " 

• (•M.71 Vl•rran1 AgrHmlfll a ,11<1 as of Ma1ch S, 199 1 among c11ta1n Hola11s of Commor 
Sl'la,n ol Tl'le Sou1nt1na Cor1>011llon namea 1111111n Wllmin!jl'ton T1us1 Company •• 
W1t1ant Agent Th• Soutl'llana Co1po••11on •na rto-Volo.a-Oo Co . ua ttM:orpotaleCI O) 
,.,.,.,,, . to Stntdull 1 JO l1Jld Oy Ito- Vohao Co , ltd . s .-.,.,.,.e, .... en J1p1n Co 
Lia • no IVG HokMg Compa n'I' E1r.01t B 

• l•M8) Sp1e-1men Warrant C1rt1flti1!H 10 PutCl'lHI Common Sftarn ol Th1 Soulhlano 
Corporat101'1 pu1su1nt IO W11ran1 Agr11ment dl lld H or M•rcfl S 1991. wtll'I 
w ,1m,ngton Ttust Comp1n1 H Warr•nl Aget11. ,nc.orporalld by 1el1tenc1 to 
TIMI Southlana Corpor•tlon , Annu•I Repon or, Form tO,K 101 th1 1Hr 1naed 
Dt<:1mo1r J I n; E..h1b1t 4 foM7J 

7/ 



• '")( 11 lnd..-.t\11'1. lf'ldu(l1" g ()eoentur• . 'Nitti Am.-ittull Company NatJOrl• I An oc:••UO". H 
truslN, prow :llflg to, S,., Fnt P1'0f1ty S■tliol S\IWdlM!l'd o.t,«rtu1n :iia 
D«lffl~ IS, 2003, trlCOrpor811d by rll'lf9'KI 10 The Sou'lhllltld C4fpo1at1on I 
Annual Reool1 on Fonn U)·K to, the y1111 enoad Oecemblf 31 . 1990. E..du t11I • (11)(2) 

• (11)(21 lndanlur,. including o.t«,turn, w:ttl Tl'I• Riggs Nllt!On■I Bank ol Wutungion O C 
111 !NllN p1Q'M1nq ftlr 4 1/2'141 Second PnOflly Senior Subordltll ll'd °"9nlllfH 
j S..111 ... , OUI Jun• ,s. 20(),t, 4% $«ond Pnority S.niof Subofdtfll lld o.t>enturn 
1s ... ,11 B l 01.I .Nfll 15 2004 and 1N Sec-onct Pno,ffy SINOt S<Jt.~di1'11t l4 
0.benturn (S 11111 C) du1 Jyn1 15. 200i .ncotp,Orltld by ref<tl'll'CI lo 
Thi Soull'IIIM COfpon,t•on·, Annual Re90rt Ofl fOfffl 10-K lot th• y11r ..,~ 
o.cemo¥ 31 ,m e.-ri,Dl'l • !Hfl31 

4 , .. 11 J 1 lndenf'Jfl l lfl?l\ljl C1typt1c• Centlf EHi Corpo,,ation, S.C\ll'lly P1clflc. Nat•Oftal Bank 
., ln.tl lM. ano TM s ,nwa Banlt; LJmllld OaltH ~ - d11!ed II ol F.oru ary 15 
1987, p,OVtcftng fOf 7 718'ilii Uotn dUI FetiNary 15, 1995 WIC'Orportlld by tellfll'IU 
to F1l1 No IM!16 Annual Flwoo,1 on f or,n 10-K to, tl'II y111r end.cl ()ecAmoe, 31 
1915& &,ublt ~ •M S) 

4 (")(4 ) S pe,J'Tlln 7 718"' Noll dul Flbtuary 15, 19115, ,,~ by C1typl1c1 Centlf E11t 
COfpora\;On. 11\COfP()(l lld or lellfll\CI to FIM No O-e76 Annual Repol1 on 
Form,~ IOI lt'.e y1111 ltndld OeclfflDlf 3 1, 19116 E,C'Ntlll4{•M 9 ) 

4 (•M SI F:)fffl ol 4'h'"4 Convertible Qual1et1y lncom• o.t,t ~ ou1 2010, 1ncorpor1tld 
o.,- 11f..,enc1 lo Fill Not Q-676 a nd 0-te&?ei. Fonfl 1-K. dltN ~ 21. 1995 

En\1bll"{Y~l 

9. Votlt>1 Truet .&Q,..._.,I. NoM, (f.loept ... EaMbita C.(1)(2) and C.(l)(CI, 

at,ow.) 

10 M■tffl • CcnttllCts. 

10 t•)(1) Sloclt; Put'11H• A11Nmlf'lt •rnong Thi SotJU'lland COfJIO' l !JOtl, tto-Yok•do Co . Ltd 
and $..-.n,.Eteven J a pa n Co , Ltd , d• lld II ol J anuary 25. 11i91 S N E.ot11btt 2 (2 1. 

at1e· .. 

10 (11(2 ) C1edlt A;tHmlfll, dated II of Ally 31. 1987, atMndld •nd rettalld H of 
o.cemblf 16 199A, among TM So\/Wand Corpo,atlOI\. 1t11 flnanoel inlt1Ml(ln.l 
plrTy tMflltO H s.niot Linders, !tie flna 11e11I 1n1bCuClonl party tr\11110 II IH U1"9 
Bank, . Ctt!COIP North Amlflca, Ille . .. .t.dmnlstta!M ~ Ind TM S a kUfll Bink. 
t,.wnrtN , NN Yof\ Stanch. 11 Co-"Olf'lt, ~po,ated by tN lf1tl to FIM Not G-876 
11nd 0-16629. Annual Report on FOfm 10-K fof 11'\I pit ended Oec.-nb« 31. 1'194, 

E,t11brt 10(1M2 1 

10 11)(3) Second Am~ment. dalld II c.l NovemMr 28, 1995, to nwd Amlf'l6ld I nd 
RHllled c,.011 Agreement, dated •• of July 31 , 1N7. H , uouquently emet!Old 
and flllltN (SM Ean,Dtt 10(1)(21 • Dow) incorporated by r■flflnCI to FIi• Ncn 0-
!176 and 0-16629, Form 6-K. dated Noveff\Dlf 21 . 1995, E.dttttll 10(•~1 

10 (1;(4) Crldrt and F111mt11Jt1lffllf!t Agreemenl or a nd ~ Cttyplac• Cenllf € 111 
Corporation an lndllltd wholly owned 1ub&ldlll'f of SOIANIIIO. • NI TM S.nwa a.nit 
L1 rntlld, Oa!IH A;lflCY, dltld Flb<uary 15, 1987, r-■ting to $290 m .. ion of 7 711~ 
Notn d i.fl Flbfuary 15. 1995, 111uld by Crtypl1ce Centlt E11t COfporat ton {lo wtuch 
So,Jtl'lllnd II nOI I p•tty and wt\tCtl II N)IMICOUIM to Sol.Mland), 1ncorpor11ted tty 
11!11encc to File No 0-e7!1, Annual Flepon on Fonn 10-K lot tt11 yNf ~ 
OecemDlf ]1 , 1986, Uhlbrt 10(11(!1) 

7) 



10 (1)15} Truro Amendmen! to Cr~,t 1nd Reimt1vrumen1 Ag1Hmet1I. c111ec1 " ol Feoru1ry 
10 1995. b)' 1nd b.r-Neen Tne S1nwa B1n11.. LJrMecl, DlllH A11ency 1nd C1typl1ce 
Cente, EHi Co1po11hon, lf\CO!polltecl by ,.,.,,nee lo Ftltl No, Q-e76 a11d 0.1t62& 
Annu1J Repor1 on Form 10.K for tneytar tndfd Oecembet )1 , 1994 E..rnb1t 10M(• I 

10 till 6J Amendkl 11\d Rettaled LHH A11,..,,,~1 befWeet1 Crtypl1ce Cent., EHi 
COf()Ol'abon and rne Southland Co,po1111on 1ef,llll9 10 ihe So!llnll nd TCl'lfttl' 
C1typl1ce Centef, 01!111, TuH 1nc01po111tc1 by 1elerenca 10 Tne Soutttand 
Corpor1t1on s Annu1I Report on Fo,m 10-K tor the yHr et1dt1 Decemb..- 31 . 19DO 
E..Mul 10 (1117) 

10 hll7) Lrm,ted Recourse F1n1ncmg l'lr Tne Sou1n11no Corporll10l'l rel1!1"{1 to 1oy1ttie, "rom 
Se-ven-Eleven (J1p1nJ Comp1ny, Ltd 11'1 the 1mo11nl al J ap1neH Yen 
41 000,000000 Gated M1tcn 21 1988 !fltorpora\ed by reletence to FIie flo ~7'3. 
Annual Report on Form 10-K lor ye■ r et1ded Oecemb.r 31 , 1988, E•r11b1t 10 (1)16 ) 

10(1)18) IU.;l l'ltJ 1110 P1y1ng Aget1cy Ag•temef,t OIied H ol Augu,1 17. 1992 ref• tJnJ to Tlo2 
commem11 paper r, c,J,ty Ferm 1>! Nole Indemnity and Retmburstmen! Agreement 
1nt1amet1dl"ttnltne11101ndGu■ra'llff' 

10 jn)( B)OI Slll"ldlfd Form of 7,Eteven Store r11nctltH A9r""1ent ' T■b 3 

10jm)I A,( 1J JoM P Tl'lomp,on Employmer•I A9rfffNlftl d•teo H ol Mitch 5, 1'91, !flc:Ol()Ol'l.190 
oy re ference to The Soutt1l111d Cor~11llon, Annua l Rl1)0f1 on Form 10-K !or tne 
year ended ~tmOlf 31, 1990, &n1bl110 (111)( A. )( I ) 

10 (m)IA)(2J Jet• W Thomp,on Employment Agrfffflent d1h1d H ol March 5, 1991 , 1ncorpora1.o 
oy referent• 10 Tne SOll!nland Cor()Ol'at1on , Annual Report on Fo1m 10-K 101 tne 
yea• end.O December J1 , 1990 E.t.1bit 10 (•)(A)(2) 

10 (111.II AM3) The S0111n11nd Corpor111on E.rec\llsve Pro1Kti0n Plan Sumf'\ary, 111corpo1ateo tty 
r•lerence lo The Soutn11nd Corpo,1tt0n "' Arlnual Report on Fo,m 10-K !or the y.ia1 
ended O.Cemoe, 31 , 1119) bMIII 10 (1t1)( .A )() I 

10 (1111( .,, )( 4) Tne Soutnt, nd Co1po1a11on Qlh(en' Oelerred Compensation Plan u mple 
1grMmet1I, 1ncorpo11tecl by rela1ence lo The Soutn11nc1 Co,poralton , Annual Repon 
on Form 10-K lo, the year et1dKI O.Ctmo.i- 31 1i9J. E.r.M11110 (111)( .A .lf • I 

10 (lll)I A.)1 5) Encutrve 11'1!9/etl OtNe-enbal R91mbt.1flernenl P,0911m. ll'IC.orporatecl tty llletence 10 
F No 0-676 Annu1I Repcn on F01m 10-K tor !tie year enald OecemDlf 31 1i82 
E.rtnM10(111)(A)(9), Tab• 

1Df 111)1A)t6) Bonu, o.t-,,,1 A9rfffflenl refat1ng 10 defetral of Bo®, P1yment. tneorpor lll'O by 
reference to File No Q-e76, Annu1I Repcn on Form 10-,,_ tor the ye11 endf'd 
0ectmDer 3 1 1988 E_t l'ltM 10(Nt)( A)ti) 11 1> 7 

1,J l•)(A)f 7) Form of doc:umen11 refatW19 to Colllitefal A.utgnment ol ln1ut111ce Program 
1ric:01por11ec1 tly rel•rence to File '4o, 0-878 al'ld 0· 15626 Annual Rel)Ort 011 
Form 10-K lor ll'le y1o11 r enGld Oecemo-, 31 19811 bl'lltllt 10 (1111( .A .11 10) Tai, , 

10 f111ff A)(8) 1995 Pe,formance Plan .u amended J i,ly ti95 • 

10 1,ulfA)( !,I ) 11i95 Str;c;• lncen!n,e Pt1n ,ncorporatecl t1y rela111'\Ce to R~,'lll'l!IOl'I No 33.03611 
E--.J11CJ1• 10 

10 1•11 :. )( 10) Foun of Aw-,rd Ag1eem.nt 911ntu,g opbon, lo pU!Cl'IIM! Cornmol'I SI • dated Ta:i 5 
Octooet 23 199~ 11nder tl'le 1995 Stoct 1ncenl1Y1 Pl1n • 

,. 



10 (111)(A)( 11 I Con,urtant't AgrNfM'\t HfWMfl The Southllind Corporlbon and TlmOtl'ly N Aim.Sa, 
1nc.orpo181ad tiy refel'ancti to File No O-e7e. Ann~! Re,pon on Form 10-K fol tM Y" ' 
et!ded 0.C.eml>ef J1. 1991, Uf\1bl1 10(111)(A)( 101. Tab 4 

"· 
"· 
"· 

Stateffloent ,. eomp!,11.tlon of pe, .. h_ Hml~•· 
Cakul.tlon of •aml~• pa, •h-." 

SubsldlariN or the Registrant .. or March 11N." 

ConNnb of f1pett1 and Coun .... 
ConH nt o! Coopen & Lybta M L L P • lndepand-,it Al.idrto11 ' 

27. fln1nclal Data Schedula. 
Filad -'-c1ronlcaUy only. not attached to printed ,-ports. 

~ tied o, l um,shed herewith 

(b) Repon1 on Form e.K 

Tat 7 

T1b8 

During 1he fourth qu1r1er ol Hl9S, the Company filed one report on Form J.K reporllng the Issuance 
01 S300 milllon ol 4½% Convertible Ouarterty Income Debi Secumles to ho-.YOkado Co .• L!d. 
(S1S3 miUIOfl) and seve!l-Eleven Japan Co., Lid. ($1 47 million) and the wccessfut comp6etlon of 
1he CGfflpany's lender offer to p,,n:hase 40% of both ils (lutstanding 5% Flrlt Pnotity Senior 
&ibonSinated Oebet11ures due 2003 and its outstanding 4½% Second Priority Senior SubOrdi.nated 
Oebentu,es (Series A) due 2004. 

(c) The erl'ltblts required by ttam 601 of RegulaUon S.K are attached he1t10 or incofpo,..,ed by 
refe,eoee herein. 

td)(l) TrHI financial statement seh.Oule IM The Southland CorporlllOn and SYbsidiaries is included 
heretn. astol~ 

Sciledule 11 • The Southland Co,poration and Sumidiaries 
Valuatlon and Qualifying Aceoums 
(f0f1he Years Ended December 31 , 1ff5: 1"4 and 1993). 
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INDEPENDENT AUDITORS' REPORT 

To !he Board of Chrectors and Shareholders of 
The Southland Cofl)OratJon 

Our repo,t on the consohdated financial statements of The Southland COIJ)O(ation and 
Subsid,anes, which tndudes an explanatory paragraph descnb,ng the cnanoes In methods of 
accounting tor postemployment benefits and income taxes in 1993, 11 lndudeCI on page 69 of 
this Form 10.K In connection with our audits of such financial statements '" have also 
audited the related financial statement sehedul• hstltd In the index on page 71 or this 
Fonn 10-1< 

In our op,mon. Iha finanoal stat11tmen1 schedule rataned to above, when con~ In relation 
10 the basic financial sta1ements taken as a whole, presenll ra,rty, in all matenai respects, the 
infonnatJOn required to be 1ncJuded therein. 

COOPERS & LYBRAND L L.P 

Dallas , Texas 
Febn.tary 1c. 1996 

,. 
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v,., ~o O• ctl'ICM'f 11 1991 

THE SOUTHLAND CORPOIIATION NIil SUIISIDWIIU 
VALUATION AND QUAUFVWO ACCOUNTS 

YMn End«! ~119fJ1 , 1Nl, 1"4end '"' 
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.SICNATURES 

Pursuant la !tie ,equirements ol Sedion 1 l Of 1 S(d) ol the Secunhes EA change Ad ol I 93C, tht 
reg1suant has duty cauHd lhis rep()f1 to be 5'gned on as behalf by lhe ~Md. thereunto duly 

"'"'"""" 

Mardi 27 1996 

THE SOUTHLAND CORPORATION 
(Reg1suant) 

IJIClt"'-J M111Ml"!1 II 
Clar11. J Ma'lhews. U 
President and Chief EAer.u11ve Office, 

Pu,suanl IG the reqwemenb ot the Secunt,es EA Change .~d of 1 A:M, 1h1s 1ep()f1 has been !WQned 
oetow by the IGllowlng persot\!1 on behalf or the regIsiran1 and In the capaahes al!d on the d»tes 
lnd!Uled 

f>' MitHJOsht no 
Masa1Mt11 tto 

~~'""'''-----­
Tost.itumi Suzulu 

Is./ Cllr\ J 'Af11MWI ti 
Clarll. J Matthew$, II 

ls/Jamu w Kens 
James 1/J Keyes 

w Dontid E n,om.n 
Donald E Thomas 

l:WJnWCt!lt 
JayW Chai 

lsJ GIN J ftrnanges 
Gary J Fernan:Jes 

lsJ MIHlkl~tmtlf 
Masaa~Kamala 

/)1.t.pr Q PfChpl(!I![ 
o\!.her 0 PadlOlder 

t>' Nobuta~, 6110 
N•1bulake Sal o 

Is{ TalSUMO Setune 
Tltsuhlfo Se~ne 

l'JJ JOM P Thgmpson 
John P Thc>mpson 

1s1 Jtre W Jtiomem 
Jere W Thompson 

TIiie Date 

-.u. n , 1M 

'-dll7, 1M 

"'-tllzt. 111N 

~n, ... 

"-cft27, IIN 

Mllr'Cfl?7, 111N 

~l1111N 

Uarl'Jl ll 19'1 





The St 1uth l:ind Corpor.11mn South f).akota P 

SOUill lJAKOTA JELECOMMlJNICATIONS TARIFF 

IIK Sooth!and ~ 

27 11 Nonh 11.askcll J\\'cnuc. Dallas, Texas 75204 

KEStlJ I' INTFREXCHANQE JFJ FCOMMUNICAJIONS SERVICI' 

Tins 1:1riff con1am_, 1hc dcscriptions. rcgula11ons . and ra1es applicable IC+ the furnishing or 
11:kco111111unica11011s -.crv lces providctl by TilC Southland Corpora1 ion wilhin the Siarc or South 
Dakoca TI11,; 1ariff is on fi le with 1hc South Dakoca Public U1ili1ics Comm is.s1011 
1 ·comnw,~101i-) Cup,es may be mspcclcd during nonmtl business hours a1 1he Compan)'°s 
pru1r.1pal place nrhu -.ine~~ 27 11 Nur1h Haskell Avenue . Dallas . Texas 75:!0-a 

b sucd . March 13, 1997 
ls-.ued Uy Thoma~ R llcmttn 

The Southland Corpora11on 
27 1 I Nonh Haskell A venue 

Dallas. Tc.-.as 7520:I 
l 14 Rl8 70 1 I 

Effccti\'c Oare 



lllC S<.MJthl:md Corpora1ion 
South Dakota P U.C Tariff No I 

CHECK SHEET 

·n1c: Title SIK.-cl a rid Shccb I through 16 1nc lu!t\\'C of this 1ariff are effective of the datc 
, tmwn a1 the houom of the rcspecti \'c ~hcct(!i) 

filililiI 

Tuk 
1 
2 
3 , 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

h -.Ut..-d Marth 13 . 1997 
h !tucd H)' 

Rl:Yl!illlli 
Original 
Original 
Origin.ii 
Original 
Original 
Onginal 
Original 
Original 
Ongina l 
Original 
Or11inal 
Original 
Origin11I 
Original 
Origina l 
Original 
Original 

lllo1nas R Hennen 
The Southland Corporation 
27 11 North Haskell A\'cnuc 

Dallas. Tcx:ui 75204 
214 8287011 

Effocti,·c Date 



The • thland Corporauon 
Soulh Dakota P .C. Tanff No I 

Onl'inal Shed No 2 

Title Sl1ttl 
Chc<:k Shc<:I 

TABI.E m· CONTEl'iTS 

Table or ContenLS . 
Explanati<'n or Symbols 
Tariff Fonnat 
Application of Tariff . 
Section I • Technical Tem1s and Abbrcvi:111ons 
Scc1ion 2 • Rules and Rcgula1i01l\ 
Section 3 • Oescrip1ion of St:n•icc 
Section 4 • Rates 

lssut..-d Marth 13 . 1997 
ls!IUCll Uy Thomas N. llenncn 

The Southland Curpor'll llOII 
27 11 North Haskell A,·cnuc 

Dallas. Texas 7S20I 
214 828 70 11 

.. Title 
I 
2 
J 

... 4 
. s 
. 6 

7 
IS 
16 

Effective Dati: 



nic SilU!hland Cnrpor.uion Sou1h Oakuta I' U.C . Tariff No 

CONCURIUNG CARRIERS 

Nulll' 

CONNECTING CAMMll-:RS 

OTHER PARTICIPATING CARRIEIIS 

Nunc 

EXPI.ANATION Of" S\ 'MIIOI-~ 

(C l To Mgmfy l'.han~ condi1ion or rcgul:.iion 

(I)) To signify deldNI or disronlinUNI ro11c . rcgula1 ion or condit ion 

(I) To \1gnify a change n:sul1111g in an lncrra.w- to a Cusunncr 's bi ll 

(M, Til Mgnify 1ha1 material has ba.-n fflU\'l'd rrlNTI anu1hc:r 1ariff location 

(NI Tu ,1g11 ify :t lll'W mtc, rcguht1ion condit1011 or sht·c1 

(k} To \1g111fy a change rcStJll ing in a rrdurlion 10 a Cus1omer 's bill 

rn To Mgnir'y a change in text but no ch,mgc 10 rn1e or cha rge 

l~ cd March 13 . 1997 
h,ued Uy Tho ma) R I lenncn 

The Southl3nd Corpor.&11011 
27 11 North lla,;kcll Avenue 

Dallas. Texa~ 752~ 
214.828. 701 I 

Effecth·c Date 



I hC' ~1uthl.md C'i1rp<1r.111on Sou1h l)akot I P U C Tariff No I 

T ARff.- .-oK~IA 1' 

A Sht"l'I Numherin~ Slk'l.' I numhcr~ ap1x-,u 111 the upper ugh! corner 01 the: 
ll lk't'I Sheet~ art· numh(rcd '4.."quc nt11& II)' lfowe,·cr . Vl"C:3'-IOU:t l!)'. when :1 
new .\!heel "added h((\H'en ,hecl.S ahe:td)' 111 c:lft:\: t. a dcrnnal 1, added For 
c:.::1111plc. a new , JM.·e1 :1d11l·d hcl\h'ell , hec1, 14 :mJ 15 1i1,•-vu ld be.· I-' I 

H Sh("(•I kt•, i!liu11 NumtH.•rs kcv1\1011 numtxr, al...,, appear Ul Ilk· upp:r n~llt 
w 111cr uf 1:at h \ heel ' llk.' -.t numh(rs an: u~ 10 dt: tennm1: the nK>'I current 
, Jk:c:l .,c,,1on ltll file wuh 1hi..· Cornr11M1u11 For c., amph.- . 1he 4th revised Shcc1 
1-' cancel, lhc 3rd ke\l'<d Stw:c1 14 lkcauy.: of \ '3110Ulri !>USl)CltSIOII pcrnxb . 

1.k rc1ral,. clc the ConmW-'>1011 tullu"" " Ill their 1.inff approval pnxc~s. the 
1110,1 CUrlClll \ hi."Ct numl>cr on fllc ""llh 1ht• Conunh\ lUll 1~ IIUI ll l\,1, 3)!, tilt: :,.heel 
111 t:1 11.'\:I Cun,ull the Ch1."- l Sh1.-ct 10 1 1h..- , htt1 currc.- ruly 111 die I 

P.angr.aph ~uml.H.·rin,: St-qut'Ofl' Tlk"rc.- arc nnk" k ,cl , o r par .. ~raph ,00 111~ 
l:..K h k\·cl o l 1., l(k 1, , ub\t'n k.'nl t, 1 ah nc \l h1ghc1 k\cl 

1 I 
2 I 1 
2 I I A 
2 I I A I 
2 I I A I ta) 
2 I I A I (a J I 
2 I I A I (a J I t1J 
2 I I A I (a) I ( IJ ( IJ 

I) t..'.hrt·k ShN'b · WIM.·n :1 1:H1fT til111g t \ rm1d1.· wuh lhc Co11111m!>1on. an updatc:J 
Chc.-c l Sht-ct a1.·c0111pamc.-, lhc 1an lf fi lm~ The Ch1."\. l Sh,.-c1 lt \ t.!i 1hc ~ha.·i.. 
cu,u,11111.-d 111 Ilk' ta n ff ""1th lt CHI\\ 11.·11.·rencc 10 lhe currc:r 1c.-,·1,1on number 
When llt'"" )h1,.·c.-b arc.- aJd1.-d. Ilk" chec k 1'lk-i'1 I) han):!1.-d 10 re0t."Ct the h:\'l)IOfl 
All 11.·~ l!! IOlb made III a t •"·cn 111111~ arc de,1gnated b)' and a)tcn~l ( " t There.­
""111 be nu olhcr ,ymb(.lls u~ on lhl\ shc:c:1 ,r thc:\C uc.- the o nly hangc~ m:tdc 
10 11 II C • lhc: ronu.11 . CIC , rC'm.a m, !ht 'iJIIOC , JU) I f l."\' I~ f l." \' I\IOII k1, c:b on 
-.omc sheet.!i) The Tariff u~r should rctc, to tilt: latc.!il Check Shce1 to find 11 
a p:nrn:ular )heel I) 1hc most currcru on Ilk w uh thc Conumssmn 

l"'u1.·J Mardi 13. 1997 
h , u1.-J II) Thoma, R l lcmk."n 

'Ilk' Soulhland Corpor,. 11011 
:!71 I Nor1h lla, kcll A\'cnuc 

Dalla,. Tcx;..!i 75204 
214 828 7011 

Effc."\11\ C: D.i11.· 



'11,e Southl:tnd C,1rporation Soud1 Dakota P U C. Tanff No 

APPI.ICATION m· TARlff 

·nm t.mlf u111ains the ralcs aprhcablc to the pn1\•ision o r specialized m1ras1a1c resa le 
cu111111on camcr 1clccommun ica1 iort'- serv ices by The Southland Corporallon between \'arious 
location~ within !he S1atc or Sou1h Dakota , 

All M:T\ u:cs arc 1111crs1a1c offerings. lntrasmc s,crvii.:c 1s an adJ·on :,,crvicc available only if 
Cu~10111c1 ~ubM'.nl,c,:s 10 the Company's m1crs1a1c offering..; 

lssuL-d. March 13, 1997 
liSUL-d Hy Thomas k 1-ltnne n 

·me Southland Corporation 
271 I North llit~kcll A\1c1wc 

Dallas . Tc.\a., 7520,I 
214 828 70 11 

Effcc11\'C O:ue 



l k M.Uhld rk.l Corpor,mon Soulh Dakota JI U C Tari ff No I 

St:CTIOS I • TECHNICAi. TEKMS AND AHBKEVIA l'IONS 

C.alk d "i1a11u11 

The 1crr 11rui 11ng pumt ol 3 ca ll 11 c • the call ... -d numbt-r l 

Cum1111,)l,1;111 

Suuth 1);1ko1a I\Jbhc Serwcc Co111111M1on 

Crnnpan) 

l'hc: SllUthland Curpurauun 

CUll, I OIJlC I 

11,c pc rw n. firm. corporat mn or 01h1.-r e1111ty which order)!, or uses o;crvtcc and 1s 
h:,1>u11-.1bk Jur p;1ymc111 ol charge'- :md compl iance vmh t:m ff rcgul :111011 

Jh ~ t tlllk.-CI Qr 01 -.COllll(..-CllOII 

The 1crmma11un uf a c. m.:u11 conn...-ct mn lx1,.·ccn the origi nating Mat1nn and tht' calkd 
-.1a11m1 01 II~ Cumpan)"~ opc:nuor 

Jlcr-.<1rwl ldcnufic.atnm Numhcr ,·P1 N· ). 

A numencal code, which ill ava ilable II• Customers 10 cmblc idcn1ilica1ion of 
lfkhV1dual U.l>CrS and lo alloc:a1c CO!ilS or st'fVICC accordingly. 

l' rep;ud Call ing C.trd: 

A card lll,SUcd by Compa ny conlaining a personal ickntif,ca1ion numbt:r assigned m ilk 
card 1o1.•h1ch enables the charges for calls made 10 he properly billed on a pn.:-arrangcd 
h.t!o" 

1) .. UCd March 13. 1997 
h .. uc.-d II)' Thomas R. llcnncn 

'11,c Southland Corpor.11iun 
2711 Nonh Haskell Avenue 

Dallas. Texas 15204 
214.828.70 11 

Effa:m·e Da1c 



rtk.' s.~1h l:mJ Corpora111111 

SECTION l · RUU :~ ANU REGUI. ATIOJ',;S 

2.1. UN IH-:RTAKING (ff THE <.:OM PANV 

: I I Compan)"°!!> -.en 1cc, an.! furr11.!i lw.·d for 1ck-co111rnunic;i1101b on vma1111g 111kl/or 
h:1111111:11111g Ill :.111~ area within the S1111c of SnUlh Dakota 

}. I 2 Company is a non-faci litics-bast"ll prov ider of inlcrcxchangc tdt.."1.:ommuntea1101is 10 
Cw.tmncrs ror their Llir1..-ct tntnsmi-.!lion and m:cplion of \'Oicc. J a1a .ind oth.•r 
l)'pn uf commumcatiom,. 

! I \ t \ 1111pany rcM: 11 , :ict..c,.!i. w,•1tchmg. transport . mkl tcnnin:il i(111 -.cr\'ices prov1dt.·d 
h) 111tcn:xchangc c:uncn, 

.? 1 -I Cu~wmcr"11 11111nthl) charge" tor Company· \ « r\'icc arc h:a.scd on the toca l tune 
Cu,tunu:r ac1 u.illy UM::- tlk." ,;crv1cc I nr bilhng purpo -.c:.1o . Ilk.' dura11u11 uf each call 
will ht.- rounded up in ll lk.' ( I ) 111111u1c uttrcmcnt.l> unless othcrvdsc 5J>Ct:11icd. 

: I 5 Sub1cc1 10 availah1h1y. 1hc Cus1omcr u.sc.1o a personal Kkntilkauon number 10 
nkntify 1hc osc:r 1111 an :,ccount . ·n1e numcnc:.I compos111011 of 1hc cock.!i ,hall tlC 
i.cl hy Compan)' cu :assure compa1ihilit)' with the Company·, accounlm): sy111cm.1o 
and 1n .-,•oid 1hc dupl ic:uion or codes 

2 I t, The Company' .!> scn•icc.1o arc available 1wcnl)' •four (24) hour.lo per d:ay , ~vc n '7) 
da) , per week 

.?.2. I.IMITATIONS 

1 1 I Scr,•1cc '" uffcrcJ 11uhJt.-CI 11, a,•a1lab1h1y or 1hc lk..-tt.s.sary foc1l111c11 allll/01 
cquipmcm .ind .l- UbJt.-CI 10 1t1e pnwmun~ ur 1hi!o tanrf 

2 l l Cump;my rc;,cnc, lhc nghl lo 1m11 k.-d1,1td) d1M:on111..-c1 'ief\' K:"c wnhtlll l 11-.:urnng 
hab1l11y wtk.'n nccc11,1tl&lc.-d b) cu11d111ons beyond dx Comrany·-. co111rol or when 
1hc Cu~tomcr I) us111g tlw.- ~n•tcc 111 v101i111on or ci1hcr 1hc prnv1Mon~ of 1h1) 1ar111 
or the Conumss1nn rule" 

h sucd March 13 . 1997 
b .!iucd H Thoma.1o I( lknncn 

The Soo1h land Corporation 
171 I North lla,kdl A,·cnuc 

Uall:t.!i . Tc:<.I' J52(M 
2 14 828 10 11 



l'he Sou11tland Curporn11un 

SE(.JIOS 2 - KUl~f:S ANU Rf:GUI.ATIONS. Cominued 

2.2. I.IMl"rATIONS, Ci1111inucd 

2 l 3 The Cumrauy dues 1ll,t undertake 111 1rans11111 messages. but offers Che use or 11.S 
fac1l i11e, v.•hcn av;1i lahk 

2 ~ -1 Title 10 :ill fac1l n1es provided by Company under lhc.-.c rcgulioiom~ remain!> 1n 
Cu111r:1ny' , name 

~ ~ 5 All rcgula110n!> and n 111d111uns comain,.-d 111 1hb tariff shaH apply 10 .all such 
pcw1111cd as~1i1k.·e~ or mmsfcren . a'i v.·dl .is all COtl(hlion"I of .;c1vi c 

l.J . USE 

2 3 I Scn·1cc may be ul>ed for 1hc mmsnw,s1011 of communications by the Cu.,;mmcr for 
any lawfu l purr,ose for which the i,trvicc is 1(.-Chnica lly su ilL'tJ . 

2 3 l Scn•ice may nm ill' uM.-d fur any unlawfu l purpose or for any purpose: for whk:h 
<Ill)' paymellt ur other compensa1ion is rece ived by the Customer. except when the 
Cus1omcr is a duly au1horizcd and regu lated common carrier. This provision does 
nol pwhibi1 an arrnngement hctwccn the Customer. aulhoriLcd user or Joint u.scr 
111 ,I.an: !he c11,1 of M!r\•ke 

2 3 3 The C11111pany s1r1e1Jy prohihn" u-.c nf 1hc Company·" !>Cn' iccs "''i thout paymenl or 
<HI :1\UiJaoce UI p•t)'ml·m by 1hc C:u!>IOmcr b)' fr.tudulcn1 mc11n~ or devices. 
111clu<l111g pro\·1ding fa ls11i(.'tJ calling card numbers ur invalid calling card numhcrs 
Ill the Company or 111 :my way misreprcscnling the identity of the Customer. 

l~\Ut."'d March 13 . 1997 
h .>ued By Thomas k I krmen 

·nlC Southl:md Corpor,11011 
2711 Nonh llai.ke ll Avenue 

Dalla~. Tex.as 7520-I 
214.828 701 I 

Effcctiw: Dale 



Ilic So01 hl,mJ Curptir:1111111 

SE<.:TIO~ 2 · IU.il.t-:S ANO ME(i UI.ATIONS. CM1111uL-d 

2A. I.IAKII .ITlt:.~ 01-' Tiit: <.:OMPANY 

:! -l I I he 11.1!11111) ,,1 lhc ( 'ump:iny fur Jat11agcl> a11, 1:1g OUI ul mbl3kc!>, Olll l)SIOII , 
1111ern1p1 1u11!>, dclay1-. errors or dl'fcch III lrJ 11 'i111i~1un occurring in the ·oursc.- ul 
furn1 , h111g 'lerv1cc or u1hcr f:1L1h11c'i and rv,1 causeJ hy chc negligence of lhc 
Cu,tnmc.:r. commence~ upou ac1iva11on of ,;en •1cc :mJ in no cwm c., c1.-cd) :m 
arnouut cqu1Va lc111 10 1hc proportiona1c charge to 1hc Cus1omcr for the pcnod ot 
-.cn llc Jun11g which ,uch nu)lakc) , on11!r-s1on'i, 1111crru1'4 1ons. delay, . errors. or 
Jc.: 1c1,.1, 111 1ram.nu" 111n occur In no c\c fll w11l 1he Comran) he rc,(kmS1bk for 
lOII\C(jUCOlliil d:1111agL'\ lor 1m l rwfi1 , ,offered hy :1 Cu,tollM:1 or L'lld u"'.- r as Uk' 
rc, ult l•I 1111crrup1L-d ur un~111,1:1l ll tr) -.crv1<.e 

:! .i :. C"omp,,11) 1, 11111 l 1.1hk lor an) acl ur 11,n1"1tm 111 any nthcr crnnpany v r i:ump:um.·, 
1u rn1, h111g a fl'l'lllolll \•f Ilk:' \Cr\ IC\' 

2. -' 1 l'umran) !r-h,111 he mdcmmfi1.·d and hdd hannk~s by the C u~hJmcr agaum 

2. .i -; 1\ Cl:111i1, tor hhd. , landc!'r , rnfnngcmc111 of cop) nghl or unau1hon1.cd use of an) 
ll'adcmarl . 1rnJc n.11nc ,1r Sc:f\'1n· mark an,mg otJ I of Ilk.· 1m11crml. dara. 
111l11m11111un UI 11thcr Ci.l lll c!' III lr'J lb llllllCJ (Wcr Company') lac1h1Jc), lHk.l 

:. 4 , H ('la 1111, lur p.tlcm mlnngl'lllCIII an,mg irom comh1m11g or cu1111t.-c1mg Compan)'°) 
lau lm c, With appara(U) and ')'!, IL•m~ ol Ilk· C U!\10 0\CI . ;md 

~ 4 '(" All n llk.'1 laull!r, ar1,111g tKJ I 0 1 it fl)' ai· t 0 1 Olllb)IOO o r the: C'u~lmncr Ill COOJIL-CIIOII 

"'- uh Jll) ...:r" 11,.c pnl\ 1dcJ t't ) 0 1111ra11 \ 

~ .i -' I lk.7 Compan) •~ not l1:1hlc for an) dcl ;1ccmcnt uf or da111;1~c 10. Ilk· 1.--qu 1pnM:111 01 
p1l.'1111'-t', 01 a Cu,.h•mcr 11.'~ultm~ rrom !he 1un11sh111g ul -.crvtec) when , uch 
tkl•lcmcm 111 dJ!lllgc 1, not the rc,uh of lhc Comp:111) ·, ncghgcncc 

h , ucJ M:m.h 13. 1997 
l"ucd It) Thuma, I( I h.-nnc11 

The Sou1hlanJ Corpor:mun 
:!7 11 North II J!>Lcll A, cnuc 

Uall:t\. l e,a, 7520,a 
.? I.J R28 70 1 

Effcclnc Dale-



I h"· Sou1 hland CurJl( •rat11•n 

SECl'IO~ 2 · KL:U •:S ANU KEGUI.ATIOSS. (.;onlinut·d 

lA . UAIHl .l'flES <>F TIit: t:O~IPAN\'. Crn11 111u1.."tl 

2 .i , Corupan) :,,hall nw hi: ltatih:: hir :mJ the ·u,11,1111: r mdcmni 1c, :m<l hold, hanuh:: ..,,!i 
l rt •lll :Ul) and ;ill hM d :11111, . IIKlm.h ng [Ill)' claim b;1:,,cJ upon Ilk· :1J \'cn,11s111g or 
111,11.,.c1111g ul th~ 7-1: lc\\'II,. l'liu1J1.· C:ud t,y Ccmpan)'. dcm11111.h. ,u1b. or other 
..tCtUIII I ll" lmh1l1! ) "ha t -..)C \'\ ' I , """'lhl' r ,ufforcd . made ll lSll1Uh .. 'd or a!l~rlcJ h)' th\' 

Cu,111111c1 or h) :111) other p:nl) Pl p.·1"' 111 . h,r any pcrs..,n:11 lllJUr)' h>. death ur any 
pt.:r"'" " ' pc r-.. 111' . :mJ 111r :my In, ~. d;unai;c . Jcface1111:m or dcs1ruc1ion ot 1hc­
r rem1"''' ,,f thc Cu,1mna rn a ll ) olhl'I pru1>crl )' , whether uwrk·J by the Cu,1ome1 
Il l h) •Jl)k:r, . 1::IU\\-d ur cl:11111cJ lo h.t H' hccn cauM.'tJ d1rccll)' or mdlr\'CII)' hy th\' 

opc1Jt11.m .. fai lure 111 o~rah:, prc'-Cnce • ..:ur,Ji1 11111. locauun or U)C ,,f cqu1plll\'lll 
r n ,vnkJ b)' Company where ,uch opcr.1111111 , f:ulurc 10 opcnnc. conc.h1 ion. loc:111011 
or u-.c 1, 110 1 rhc dm.-c1 re,ull or Company'!> rw:gligc:ncc 

2 .i ft N,, agcm~ or emplo) cc:,, uf conncc1i 11g. concurring ur 01her 1>.1 rt icipa1ing carrit.-ni 
or cumpamc, ,tia ll be Jc.-cmed u, bl: agents nr employees of the Ct•mpany wi1hou1 
"nncn :m1hor1lallf111 

2 ,l 7 The- C'i nup:my ,,. 1101 hahk for :111)' fai lure nf J)l'rfonn:mce here-under due III causc~ 
t11.·)i.l lld 11:,, control, mcluJing. hul !IOI hmiled IU .. UR:l\'t1id:1bh:: lllll·rrupnon Ill 11:l' 
" ur~mg of 1b c1rcuih rn thO)C ul :111\Jlhcr cnmmon ..::tnicr . rich uf 11a1u re. !r>lonn:,, , 
11rc. 1lucl(h , or rn hcr ca1a,1n1phe!I : :my htw . unlcr. regul111io11 . dm .. -c11on . 11c1ion, or 
rcl1ucs1 f tf 1hc ll1111cd S1;1tc!r> Govcrnmcnl . or an)' 01her go\'crnmcntal cmity ha\•ing 
JUmd 1c11un over 1hc Compan) or of any dcpam11cn1 . agency. comnuss1011 . bureau . 
c.nqkn.it11111 .. v r 111hcr 111~1rumcn1ahty or :my uric or mure or i.uch lll!IIJUl1k:llla l11y 
llf J/1 ) UIIC uf lllOfL' u l !IUdl go\'ernmcmal CIII IIIC~ . ur of 311)' c ivil or mih1ary 
:1 u1 hon1-; : na11on.1I l·mcrgcnc1c;; , i11,um:c1111m, nots . rchcll iuns. wars. ;;1rik1:s . 
I01.. .,.1>Uh , \I. Or~ ,topp.ige~. or other 1:ihur d1llk ultKS: ur notw 11h,1a11di11g an)'thmg 
m 1111 .. 1anff IO 1hc rn111rary . 1he unlawfu l m:1~ ur !he Comp.1 ny's agcms anll 
cmplu)'ecs. 11 c.·ommllll-J bc) u1td Ilk: scnJlC of their employment 

h , u\'J M:nch 13 . 1997 
l" ucd U) Th,,m:" l{ I knn..:11 

Th..: Suu!hl:and Corpur:111011 
27 1 I Nnnh 11;1, ~cll A\·enue 

Dalla~. Tc- ,. a, 75204 
21 ~ 82K 70 11 



I he ~ou1hl,mJ CorporJIIUn South D11lo1a P U C T ..111fl No 1 

--------------------==-·~ 

SEt,·10~ 2 - KUU•:S AND KEl; Ul.ATIONS. ConunuOO 

2.-1. I.IAHII.ITlt:~ Of' TIit: l.'.O~IPAN \ '. untmucd 

.? ~ to! rt ic Cl1mp:111)· , h:1II not he h.1hk lur J a11111gt.·, or :t1.JJu,1111cnh . 1cluo,,h, , (1r 
... a1k.'clla11on uf 1.. h:1ri;c, unlc,, tlk.' ('u, tu111e1 has 1K111lu:d the Company. m \l.nllllg . 
111 :tll) d1, putc concerruug 1.. h:u~e!.. rn !he ha,,, of any cl.um fu r darnagt:s . afh·r 
thc •mmcc 1, rcndcrcJ h) 1he Compan) lor the Cllll g1\·mg n ~ to such :11!.pulc or 
d .um. unk,_., 111den.-J h} ttk: C-01111111 .. ,1011 plll')Ullnl lo South Uakol:t law An} 
, ti... h 1)1 1!1Cc mu ,1 ~.-, ton h ..,uf111.1cm f:ich w pul\'kk lhc Company wuh a 
rca"inahlc ha,1, Ufl' tU \l.h1i:h 111 c \alua1c the Cu-.tomcr ' , c:l:11111 or dem:md'-

~ ~ 1J flic C, ,mpan} -.)1,1II nuc he hahk lnr :111) dam:agcs. 1nclud111g u-.agc ch.trgc, . that 
the Cu,1n111er m.&) mcul' a~ a rc i.ull ol the u1l.1u1hon1 .... 'd U!>C or i1.-. co1mm.mca11olb 
c4u1pmcnt Tlk.' unauth1•nled u-.c 11f 1hc Cu..,mmcr·-. com111unica1ions equipment 
inc lude,. bo1 "111,i hmtli..'d In. 1hc placement or calls from 1hc Cus10me r°s 
prcnu~"' and the placcmcm ,1f call l> through Customcr-controlkd or Cu~1omcr• 
pro,•11,mncd c4u1rmcnt 1ha1 arc trnnltmincd fl r carried o,·cr 1hc Comp.in} ·s ne1work 
-.crv 11.:c ... w1thou1 the au 1ho ma11011 of 1hc Cus11in\Cr The Cus1omcr shall be full ) 
h:1hlc lur all such charge-. 

~ 5 I c;, ,..J11 a llO\l.'ancc tor 1111crrup11111i... 11f -.c rv1i:c which arc nul due 10 C1)mpany'_., 
1c,11nl,! nr adjusiing , lo !he negligence uf the Cuslomer , or 10 lhc fai lu re of 
d iann1.·h . c4uipmen1 and/or commun1ca1luns cquipmcm pr0\'11.kJ tiy 1hc: Customer. 
a1c ~utijcCI to the gcncr.11 li:1hilil) pn,\·bium, -.ct ford1 in S...'\:" tion 2 4. herein It 
, h.i ll he 1he obliga1io11 ol 1hc Customer to 1101if)' Comr:rn)' of any 1111errupt1ons ul 
,crv1cc. Before giving i.uch noucc. the Cuswn1er sha ll asccnain that the troutilc 1, 
IKJI hcmg c.au.«J h)' any ac1ion or 011ms10n of 1hc Cus10111er, not wi1hin 1he 
Customer's control 

! 5 :? No cr...'d11 shall be allowed for an 11111:rrup11u11 of a conunuou.l> duration of le:,.!> 1ha11 
1\1. 0 houri.. 

l"'ucd Mardi 13, 1997 
b , ucd H) Thomas k. 1 lcnlll:u 

The Snu1hlanJ Curporn t1on 
27 1 I Nonh lla,kdl Avenue 

D:111a .... Tc:<al> 7520-1 
~14 828 7011 

Effo-cuw Date 



The Sou1hlan1..I CorporJtion Sou1h Dakota P.U.C Tariff No I 

SECTIOS 2 · ltUJ.ES AND llEGUI.ATJONS, CominuL-d 

2.6. RESTORATIOS OF SERVICE 

TilC use and resmration or scn•icc 111 emergencies shall be in :i:ccord aocc with pan 
64. Subpart D of the Fcoc:ral Cl,111111umcations Commission's Rules and 
Rc:~ulations which spc.-c ifics 1hc pnorily 11ys1em fo r such ac1ivitics. 

l .7. CHARGES 

2. 7. I. Disputes rc\alL-d to cha rges i-hould Ix addressed 10 the customer service 
organiz.111ion via one ot 1hc: toll -free numbers: 888.345.0997 (English) or 
888 348 45 t3 (Spanish). Cus1omc1 ~rvicc representatives arc avaib.hk twcmy­
rou r (2-4 ) hour~ per day. sc,·en (7) days pc:r Wt."tk . 

2.7 l In 1he case of a dispute hc1ween the Customer and the Company fo r i;c:n•icc 
fumisheJ 10 the Cusmmcr. which cannot be seulcd wich mulual satisfaction, the 
Cus1omer can lake che following course or uc1ion: 

A. First. the Cus1omcr may request. and the Company will perform , an in-depth 
re,11cw of the d1.spu1c:tl amoum . 

B St.-cund. if 1herc is s1ill disagreement over the disputed a,r.ount aflJ!r 1hc 
inv.:)tigation and rev.Cw by a manager of the Company. the Cu.stQmcr may 
appeal 10 1hc South Dako1a Slate Corporation Commission fo r its mvcs1iga1ion 
and decision . 

The address and 1clephonc number of the Commission arc: 

Soulh Dakota Public Util11ies Commi)sion 
500 l!a.s1 Car itol S1rce1 
Pierre . Sou1h Uakela 57501 •5070 
1605) 77J-3201 

hsucd Mardi P . 1997 
lssut."CI Dy- Thomas R. Hennen 

The SouthlantJ Corporauon 
271 1 Nonh lla.~kell Avenue 

Dallas. Texas 752CM 
214.828. 701 I 

Effrclh'C Date; 



Ille Southland Corp11rn 11011 Sou1h Oal:01a P U.C Tariff No I 

SEC.7'1f)S 2 • KUU•:S AN'U IU-:c;Ul .ATIONS, Cnminucli 

2.H. CAN<.:1-.:U .ATION ff\' l'.O~IPANY 

2 IS I Company re.se rve!> the nglu IO 1mmcdta1cly di~oruinuc ru rmshmg the scrvkt: m 
t:u,111mcrs w11 hou1 iocurnng hah1hl) 

2 8 I A In the t:\'t:111 of a l·rnklmon dc1cm11ncd to he ha1.ardous to !he Cus1omc1. 10 utlk:'r 
cu .. hm1c1 ,,1 1hc u1 1hl) . 111 ti lt.' u11h1y· .. c4u1prncm. the ruhhc or 10 cmph:,ycc5 of 
lhc UIIIII~ . Of 

1 IS I U By rclt}l.111 u l any urJer 1ir dc1..1'1011 ol a cuun or any other g1,\'crnme01al authority 
"lm:h p1ul11h11, the C,1mpany from 1unm l1111g !iUCh ~ r,·icc. or 

2 Jj I C 11 the C"11mpan} deem" such 1cfu1,,;1I ni..-ccssary 10 proli..-cl i1sc1r or thud 11ar11cs 
agau~t lraud or 10 n1hcrw1,;c r ro11.-c1 1h personnel. agclll.'l. faciliucs or ~rv1cc!> 
"11hnu1 nnuce. or 

2 8 I I) For unlawfu l U'<! ul Ilk: ~rvkc or U}C of the service for unlawful purposes: or 

2 8 I 1-:. If 1hc Cuswmer pro,•1dcs fa lse in fo rma1ion to 1hc Company regarding the 
Cu,10111cr·!> identity . pas!. cum:m or plamk.-d use or Compan)"s sc n •1ce) : or 

.? 8 I I· 1-illccn I 15) molllh) from 1hc da1c the firs t cull 1~ made using a prepaid phone 
ca rd 

2.9. INTERl:ONNE<:l"ION 

~ 9 I Scn•1ce furnisht.-d h)· Company may be 1mi:rco1111t."Clt.'tl wiLh i.crvices or fac ilHie!l of 
other authorized conunun icati fl ns common carriers and with pri ,•ati: sys1cms. 
!!Ubject 10 the 11.-chnical limna1ions cStablishct! by Company. All)' special mterfocc 
of c4uipmcm or facili lics necessary to achic,·c coms,a1ibility bc:1wcc:n 1tlc fac ili1 ic:,­
of Company and u1her panicipating cn rriers shall be: provided at tht: Cusiomc:r's 
expense. 

b.wc.'tl Mardi 13. 1997 
h , ucd By lboma~ R. l-lenll(u 

·111e Sou1hland Corporn1ion 
27 1 I North llaskcll Avenue 

l>allas. Texas 7520-I 
214 828 70 11 



Thr ~•ulhl :mJ C'urp.Jrullun South Dakota P.U.C. Tariff No. I 
_________ ________ _ __ ...JJ.IJlUl!l!.l.>ll~ 

Sf:CTION 2 • R LES AND KEGUtA'rlONS, Cominucd 

2.9. INTERCONNEl.l lON. Con1 inut.-d 

2 9.2 ln1crconnec1ion bc1wc:cn the fac1l 11 ies or scn·ices of other carriers shall be under 
1h1.: applicahlc terms and conditions of the 01hcr carrier-. · tariffs . The Custonk:r 1s 
rc~ponsihlc fur taking all nc.-ccss:tl)' legal steps for interconnec1 ing Custonl!r• 
pr.,v1dcJ 1c rmmal cquipmcnl ur communications equipmcni with Compan) '<ii 

fad liuc~. The Cus1omer shall secure all licenses. pcrmiis. righ1s-of-way • .ind 
other 'iuch :arrJn~emenls nc."i:essa ry IOt 1111cn:onncc1lon. 

2. 10. u~;POsrrs 

lh.· Company dOc:s IKM require 3 llepo,11 from the Cus1umcr. 

2. 11 . TAXES 

Federal and stale c.u:ise laxes. s1a1e and local telccommunica1ions 1axes. gross 
n.-ccipts taxes and sales taxes and surcharges are included in 1hc tariffell rates. 
Company"s underlyi ng rll!twork: service provider. AT&T ("Connect n' Sa\'e"} . will 
collect and remit lhe taxes and will debit the appropriate taxes from the valu: of 
the 7-Elc\'Cn• Phone Card and remit 1he taxes to the appropria1c jurisdiction. 

ISSU<d , March 13, 1997 
l.S!>Ued By ·n1omas R. Hennen 

l'he Southland Corporation 
27 11 Nonh 1-lit.skcll A \'CIIUC 

Dallas. Tcxa~ 75204 
214.828.701 I 

Effec11 vt O:l[c. 



Thc S11u1hland Curpor.mon Sooth Daku1a P. U C 

SECTION J · DESCRIPTION Ot" SERVICt: 

.I. I. TIMIN(; Ot' CAI.I-~ 

3 I I The Cus10mcr' , Ion~ tJ,qancc u!Mtgt· char,;c: 1s hased on 1hc :u.:1u,1 I U)agt' of 
Ct1111r;111)"~ -.cr\'Kc Usage hcg1m, wbcn IIM." recci\'er of the c.&llcd number ,~ 
an..,v.ercJ . Thc rnumcnt uf th1..· callt.-<l p:iny', answer i.'J dctennin,:d by hard\i\'arc 
~urcn•1.,1on 111 wluch lhl· local telephone company ~ ,kls a signa l 10 thc un,kr:ymg 
c,11m.:1·., !>"''1lch ur the soflwan: u1 il11.111g aut.ho 1rinc JctL"Clion. llic 1immg of the 
l ,1II u,:cur~ "''licn ca lkd p:tn)' answc, ., and 1cnninait1.-d whcu either ~ny har.gs up . 

J I 2 The 11111111num ca ll durnuon fo r hilling purpose., for all M:rvu:c.:,. is one ( l I minute 
wuh unc (I ) 111111u1e bilhng iocremems thercaflcr. 

3 1.3 Any portion of an applicable incrcmcnl. after the appropriate minimum 1inw for 
1he ca ll. wi ll be rounded upward 10 the 11e11.1 increment. Calls less than the 
min imum lcng1h will he roundrd to the minmmm length. 

3 I -1 There •~ no hi ll ing for mcmnplcle calls 

J .2. THE SOlITIII.AND COKPOKATION TEl.t:COMM UNICATIONS 
SER\' ICE.S 

7-Elt-n:n • Prepaid P'hont" Card St'n ·ict· h, a discretion:,ry. swi1ched -acc-.·s~ 
service availahlc 10 Cu!ltomc:rs via a mll-fn.-e number from any dual•IOl'lt: . multi­
frequency te lephone in thl: Unilt-d Stales. Cus1omcrs purchase the Company°s 7. 
Ele\'c:11™ Prepaid Pho11e Cards which irnmct.l ia1dy c11.&hlcs the user 10 place ca lls 
from any dua l-ione. mult1 -frequcncy telephone. at the Company 's t.a riffrtl rJte~ 
The u~r ·i. accounl is crcdiu:d for 1hc amount of calling purchased and i'i debth.-d 
as che C!blomer places calls pur5uant IO the Company's 1ariffcd rates. uniil the 
account balance is dcplc:trd . Customers arc informed of 1hc amount of callin~ 
1imc remaining on the card al the time they access the Company's equipment ;and 
enter a persunal ide1111fica1ion number The Cus1omer is also no1ifit.-d by voic.: 
prompt "''hen 1hcre is mic minule n:maining on the ca n.I. 

l, ~ucd Mardi 13. 1997 
h 1oucd Uy 1bomas R. l kru,cn 

The: Souchland CorporJtion 
2711 Nonh Haske ll An:uue 

Dallas, Tcu s 75204 
214.828.7011 

Effectm: Dale 



The Sou1hland Cnrro ration South Dakota l> tJ .C. Tanff No. 

St:C.:TION 4 - KA Tf:S 

.i . l. St-:MVlt:E C HARGES 

Scn•Ke ctmr~c.\i fl'=r accuum arc ba~J ou the following schedule · 

4 I : 7 lih.-,en' 1•rcra1d Ca llmg Ca rd Scn•1cc 

l,C.nomination 
of l'rrpald lnilial 
t:alliniit Card One Minuit' 

15 MmUll") S 399'J 

30 M111Utl", S 3663 

60 Mmule) S 333 1 

90 Mmute.\i S 311 0 

180 Mmute.s S 2777 

hwcd hrch 13 . 1997 
h)Uc.-d ll) 

Additional 
One Minuit' 

s 3'J'J9 

S 3663 

S 333 1 

S 31 10 

S 2777 

1ll0ma~ k l lenr1t11 
·n1e Southl and Curpor.a1ion 
271 J Nonh llaskcl l Ave nue 

Dalla~. Texas 752~ 
214.828 70 11 

Eff« 11,·c Dau: 



EXUIHIT G 

MARKETING KROClllaU: 
(Alla~hcd ) 



NEXT 

DOCUMENT (S) 

DISREGARD 

BACKGROUND 





5 Cards Available 

Look At The Sa\'ings For A 
:~ :\linute Phone Call 

7-Eleven Phone Card 

Collect Call 

Pay Phone 

Telephone Credit Card 



"" .. 
HARBOR CONSULTING GROUP INC. 
• o ao , 1411 
'llQ ,.AA 1,A'il.)l~ /J~. io'JJ 

0707 

""''"' ' 
u,.,"..., C- »~· s 2'.i?.a; 

101A1t M .• : 



Sou1h D.1.kou TELECOMMUNICATIONS SERVICE FILINGS Public L,;1i li1ics Commission 
S1.1tr CJpi1ol ;co E. C.1pi10I Thne .,, '"" ltlK_.i_ , Mn'kt ""'"9• ll'Mol tht Commtn.on ~. fKtrttd IOI' lht pt'IIOd o l 

Pierre. SD ~7501 -5070 03/14/97 through 03/20/97 
Phone; (800) JJ2- 1782 

F.ax: (t,O; ) 77J-JS09 
II rou ...-tel• compet, copr o l • Nw>Q IHINI. ow .. nighll up,nMd, Of mMtd 10 '°"· ptHM Conl6¢1 o.i- Kolbo"'""'" lhl• d• Y• ol "'" flll"9 

DOCKET 
TITLE/STAFF/SYNOPSIS 

DATE INTERVENTION 
NUtABER FILED DEADLINE 

REQUEST FOR CERTIFICATION OF AUTHORITY 

ADpkaDon by The Soulhland Corpofal)on fof a Cfflfic:ate ol Aut."lonty lo operate as a telecommunicallOns company wittvn the 
1CU-GIZ7 Nate of South Dalr.ota (Staff. TSJKC) App!N:anl is Sffklng authoffy "'to otter d$Crell0nary. S'Mtched access prepaid calllng 0311 9197 04104'97 

eard seMC~s .A""'1.,anl does nol 0,0......, ... to otter atlernatrve ooerator seMCes 10 the nanSl@nl nubk • 

FULLY COMPETITIVE TELECOMMUNICATIONS FILINGS 

NA !.\nnesota lndeoend~ l'\letct•chano.i Compan.,. lllfld lo l eYTSe Its l anff lf'I ltS entMetv The 1eV1S10n is effective r.t.a ich 11 1997 0311li97 NA 

NA 
AT&T filed 10 l'\CJUse tne Non-SubSCnOe, Sef\"ICe Ctta1ge lfom S 80 to SI lO 11"1 IS Message Te1ecommun1C1110ns SeMCe 1anN 

03l l 4'97 NA The l(!VISIOn IS eNectrve March 17 1997 

NA 
TCIC Communteations Inc filed l o intr oduce "Righi ChOICe" Plans and associat~ rates The reV1S1on IS effective March 17 

03117197 NS ,997 

NA 
Lo ng Distance Wholesale Clur, filed 10 1nt1o<1uce new pioducts and 10 1evrse rates tor a numoer ol current offerings The 

03/17197 NA 1e\l\Slons a1e eNectrve 1-,t a,ch 18 1997 

NA 
Wo rldCom Netwot i.. Sel'l/!ces Inc dlbia Wd Tel Nerwori.. Sennces filed to rncrease the suicharge lor LEC Billed Measured 

03/20197 NA Senne" and to increase lhe O.,ectorv Assistance ratt! The rflVISIOns are eNectNe Ma1ch 24 1997 

V\. orkiCom Inc filed 10 l(ltrease the surcharge 101 LEC Bdled Measu,ed Sl!MCe OnLinl! Card Sl!MCe EasvAnsv,, er Sef\ltCe 
NA 0 1he1 Service Arrangements l".,d 0 1rnc10,y Assistance and 10 ad1us1 the Peak ana on.pea"' 0cirJO<ts for selected serv,ce 03'20'97 N, 

onennns The revrsior~, are ent'ctrvP March 24 1997 

-:---.; ~~1-..c:-- .. ........... . .... ., ""f-...-.g ... , ...... . ..,,_ .......... ........ ~• •·· ... --... •• - e--

P.\GE 1 OF 1 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF 
TH E SOUTHLAND CORPORATION FOR A 
CERTIFICATE OF AUTHORITY TO PROVIDE 
TELECOMMUNICATIONS SERVICES IN 
SOUTH DAKOTA 

ORDER GRANTING 
CERTIFICATE OF 

AUTHORITY 

TC97-027 

On March 19, 1997, the Public Utahlles Comm1ss,on (Commssion}, in accordance wtlh SDCL 
49-31-3 and ARSO 20 10 24 02, receIvea an appllcat1on for a cen1rica1e of authoflly from The 
Sou1h;and Co1pora1ton (Soulhland) 

Sou thland proposes 10 offer d,screhonary, sw,tched access prepaid calhng card seMces 
Sou!hland does i'IOI propose to offer altemat,ve operatOf services 10 !he transient pubhc A proposed 
larrff was fi led by Sou1hland The Comm1ss1on has classified long distance seN1ce as fully 
compe1t11ve 

O n March 20, 1997, lhe Comm,ss,on e tectromcally transmI1ted notice of the filing and the 
Intervent10t"1 deadline of Apnl 4, 1997, to 1nteresled 1ndrvIdua1s and enllhes. No petitions to rntervene 
or comments were filed and at ll s regularty scheduled May 13, 1997 , meeling, the Comm1ss1on 
cons,dered Sou!hland's requesl for a cer1 ificate of authority. Commiss,on Staff recommended 
granting a cen1ficate of authonty 

The Commission rinds that 11 has 1unsd1ct,on over !his matler pursuant to Chapter 49-31. 
speoticalty 49-3 1-3 and ARSD 20 10 24 02 and 20 10 24 03 The Comm1ss,on finds that Southland 
has met the legal requirements established for the granhng of a cer11ficate of authonty. Soulhland 
has, in accordance wrth SOCL 49-31 -3 demonstrated suffittent lechmcal, financial and managerial 
capab11it1H lo offer telecommumca11ons services ,n South O.kola The Com m1ss1on approves 
South land 's apphcahon for a cert1f1cate o l authonty As the Comm1ss1on·s final dettsion tn this 
matter. 11 Is therefore 

ORDERED. that Southland's apphcahon for a cer11ficate of authonly ts hereby granted. It is 

FURTHER ORDERED. thal Southland shall file In lormat10nal copies of tanff Changes wilh 
the Commission as !he changes occur 

Oa1eo a, P,erre, Soulh Dakola, 1hos ~ day of May, 1997 

CUtTlflC ATE OF SERVICE 

,,._ unOt l'l,9Wd ,._.tly ,-,,i_ INI in,., 

OOtUl'\MIPlft -, ~ IO!UtUOOff ... ~ of 
,_a .n a,,,,IIIOdt'I n W.a ontl'lertocut - • 

I llf"lnl c.t,n, ........ P'orit<lo - -.wa 

~ £2~ 
,,. ,r l.;,O? I ~·1 ·---~7-~1 ... ~~-

,ornc lAtSEAl l 

BY ORDER OF THE COMMISSION. 

A,'!1wdd~ 
1 
~ES A BURG. Cha,rma'}::7. 

/4. ', 61 ( .'<">I 
PA M N ELSON, Comm1ss1o ner 



SOUTH DAKOTA PUBLIC UTILITIES 
COMMISSION 

CERT/FICA TE OF AUTHORITY 

To Conduct Business As A Telecommurncat1ons Company 
Within The State Of South Dakota 

Au1ho111y was Granled May 13 1997 
Ooc~et No TC97-027 

This ,s to certify that 

THE SOUTHLAND CORPORATION 

,s authonzed to provide telecommunicat,ons servrces ,n South Dakota 

This cert1f1caIe Is issued In accordance w11h SDCL 49-31-3 ano 1'RSO 
20 10 24 02 and 1s subIec1 to all of the cond111ons and 11m1ta11ons contained ,n 
lhe rules and stalules governing 11s conduct ol otlenng 1elecommunicat1ons 
services 

Dated at Pierr e Soun, Dakola !his~ day ol ~ 1997 

SOUTH DAKOTA PUBLIC 
UTILITIES COMMISSION: 
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