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2002

52 waeks
Group saies {including value added tax) (£m) 25,654
Profit on ordinary activities before tax’em; 1,224
Barnings per share {zdjusted diluzed) ip) j2.14
Dividend per share 5.50
Group enterprise value
(market capitailsation plus net debt) (£m} 219 ,290

Zxcluding net loss on disposal of fixeg assets, intagration costs and gosawill amortisation.

* Restated due o the adoptien of Finaneial Reporting Standard (FRSY 19, ‘Deferrad Tax'.

Excluding impact of FRS 19, Deferred Tax'.

52 weeks pro forma.
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This operazing and financial review analyses the performance of the Tesco Graup in
the fAnancial year ended 23 February 2002, It aisc explains other aspects of the

Group’s results and cperations including taxation and treasury managament.

GAQUP SUMMARY GROUP PERFORMAMCS
W 0 Cmenge  Group sales induding VAT increased oy 12.7% 1o
£m im % . o
£25.654m (2001 - £22.773m).
Group sales .
e Group profit on ordinary activities befora tax
(inciuding value added tax) 25654 22772 127 PP 7
— - {excluding net loss on disposal of fixed assets
Group operating profit .
. N . o
{prive to soadwill amortisatien) 1322 1,174 135 and goadwill amortisation) increased oy 14.1% to
£
Profit an ardinary activities £1221m.
before tax! 221 1570 f4.5 Group capital expenditure was £2.027m
Adjusted dituted earnings (2001 — £1,944m) including £219m for lease
v t 7 d0F 138 -
per share 1214p 106607 13%  hiybacks and frechold purchases. UK capital
Dividend per sharz 560p  A%8p 124 aypenditure was £1,276m, including £498m on
new stores, £219m for lease buybacks and
UK PERFORMAMCE freshold purchases and £270m on aensions

W02 001 Change  and refits. Total internationai capital expenditure

£ I & . . . -
“n = *  was £751m including £428m in Asia. In the year
s . N ‘ .
Sates ] ahead we forecast Group caoital expenditure to
iintfodieg vakue adged a2} 11885 9884 a1 .
- be £1.0bn.
Operaring prefit 1213 0100 10.3 ! L
Group net debt in the year increased by
£786m to £3560m (2001 - £2.804m), with
REST OF ZURGPE PERFORMAMNLCE . gearing increasing to 54% {2001 - 3620,
3002 2001 Change
£m im %
- GROUF (MTEREST AND TAXATION
Saies Nt ; £ 53 00T — £125m
linclucing value added tax) 2478 1,970 236 et interest payabie was £1o2m {2L0E - £loom).
. This increase resulted from additional borrowings
Crerating profit a0 20 ™y wrease resulied from additional bor o

to fund our investment pians.

Tax has been charged at an affeciive rate of
AS|A PERFORMAMNCE

309% (2001 —~ 31.6%%. Pricr to accounting for
2002 0601 Change ) . \
: the net loss on disposal of fixed assets and

£ im %
Sales ) goodwill amortisation, cur underlying fax rate was
tincluding value added tax} |,494 215 €26 30.4% (2001 - 31.1%%,
Cperating profic 9 4 8250

SHAREHOLDER RETURNS AND DIVIDENDE
1 i Adjusted diluted earnings per share {excluding
! ‘ net ioss on disposai of fixed zssets and goodwil
i //\/\A’\/\J\;\\\AA amortisztion) increased by 135% o 1L04p
; N | , (2001 — ;0.66p%.
i Ny e ] ! . The Beard has propesed a final dividend of
W N ’NJ 193p (2001 - 3.50p) giving a total dividena for

| i — -
[ Fen 99 | b 00 | Fep o1 trepz the vear of 5.60p (2001 — 4.28p). This represents

TESCO SARE PRICE QVER LAST 3 YEARS pance

253.50

an increase of 12.4% and a divigene cover of
217 dimes.

Shareholders funds, before minerity interests,
increased by £552m. This was due to retained

orofits of £440em, new shares issued less expenses

7 Excluding net loss on disposar of fixed 1ssefs and goodwiil of £100m, and gains on foreign  currency

amartisation, .
transtats of £12m. As a result, return on
Restated due o the adaption of FRS 19, Defarred Tax'. transtation o |Zm

LI -~ YT OL
52 weeks pro forma. sharaholders’ funds was 23.27.




Total shareholder return, which is measured as
the percentage change in the share price plus the
dividend, has been 202% over the last five years,
compared 1o the FTSE 100 average of £2%. Over
the last three years it has been |5.0%, comparec tc
the FTSE 100 average of (2.7)%.1n the fast vear total
sharehaider returmn i Tesco was (2.7)% compared

to the FTSE 100 average of {i4.3)%

(354

UK sales grew by 9.0% to £21.685m {2001 ~
£19,884m} of which 62% came from existing
stores and 2.9% frem net new stores. Zxisting
store growih has been driven by strong voi-
umes and we have seen 0.6% defation in our
cora business.

Our customer focused swrategy and cammit-
ment 10 value have delivered increasec market
share and we see plenty o cpporiunity for
future growth.

UK gperating profit was [0.3% higher at
£1213m (2000 — £1,100m) with an operating
margin heid flat at 6.0%.

The tesco.com operations achieved saies
of £356m (2001 — £237m) and exciuding USA
start-up costs, ede a profit of £0.4m (2001 -
loss £%m).

As part of our store development pro-
gramme we opened 33 naw stores comprising
seven Dxiras, |7 Superstores, one Metro and 30
Express stores. Including extensions and refits we
opened [.3m so it of new space and expect to

open a further 1.5m sg ft in the coming year

REST OF ZUROPE
in the Rest of Europe sales rose by 25.6% <o
£2475m (2001 - £ 570m) and contributed an
operating profit of £20m, up from £70m last year.
Saies in the Repubiic of ireland grew by
85%, and our customers continug 1o benefi
from the extendad range. improved service and
betie~ value.
'n Cencral Europe sales wers up 39 4% We
opsned |6 hypermarkets in the year giving us 52
in total This gives us total space in Central Burcpe

of &4m sq ft

ASIA

in the vear, our Asian busingsser had sales of
£14%4m (2001 - £219m), up 62.6% on the
previous year and made an operating profit of
£29m (2001 — £4m).

OGur profitable husinegss  in Thailand,
corprising 33 hysermarkets, had strong sales
growtn of 363% We currently have 38m <o &
of selling space in Thaitand which will increase to
4.7m sq ft by the end of next year

In South Korea we are ahead of our profit
plan, We cpaned seven hypermarkets, giving us
14 in total, with sales up {74.0%.

in Talwan we opened two hypermarkets
oringing our total o three. Profit from Thailand
and South Korea has besn partly offset by start-
up losses in Talwan,

In Malaysia we pan to open cur first

hypermariket in May 2002,

JOINT VENTURES AND ASSOCIATES

Our total share of profit from jcint ventures wid
associates was £42m compared 1o £21m jast
vear. Within this, our share of Tesco Personal
rinance pre-tax profit has risen sharply to £20m

(2001 - £3m).
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FIMANCIAL USKS AND TREASURY MAMAGEMENT
The treasury functicn is mandated cy the Board o
manage the financial nisks that arise in relation to
underlying business needs. The 3oard estabiishes
the function's zolicies and cberating paramerers
and routinely reviews its activibes, which are also
supject to regular audit. The function does not
operate as a profit centrs and the underzaling o
speculative transactions is not sermitted.

The main Anancial risks faced by the Group
relate to the availability of funds to mest pusiness
needs, the risk of defauit by counterpartes to
fArancial transactions {cradit rick), and fluctuaticns
in irterest and foreign exchange rates. hese
risks are managed as described below. The
balance sheet positions at 23 February 7002
are repragsentative of the positions throughout

the year

FUMDING AMD LIQUIDITY

The Group finances its operaticns by a
compination of retained profits. long and medium
term debt captital market issues, commercial
papen, bank borrowings and leases. The objective
is to ensure continuity of funding The policy is <o
smooth the debt maturity profile, to arrange
funding zheaa of requirements and to maintain
sufficient undrawn cormmittec bank faciites and a
strong credit rating so that maturing debt may be
refinanced as it fails due.

The Group's leng-term credit ratings from
Moody's and Fitch are Aa3 and AA- respectively,
consistert with last year During the year new
funding of £1201Im was arranged including net
new commited bank facilities of £i56m and
medium term nctes and bonds of £%83m
maturing between 2004 and 2025 At the vear
end net debt was £3,560m (2001 — £2,804m) and
the average debt maturity was six years (2001 -

seven years).

INTERAEST RATE RISK MAMAGEMENT

The onjective s e fimit cur 2xposuUre (¢ Increases
in interest rates. Forward rate agresments,
interest rate swaps and caps sre used to achieve
the desirec mix of fixed and floating rate debt.
The policy is to fix or cap cetween 30% and 70%
of actusl and prejected debt interest costs,
aithough a higner percentage may be fixed within
a 1% momth horizon. Forward siart interast rale
swaps are used to manage projected debt interest

cosis where appropiate.

NANCIAl rEVIAW e

At the vear and, £1.7bn, 463%, of nat cent was in
fied rate form (2001 —£1.3bn, 479%), with 2 further
£100m, 3%, of net debt cadped, as detailec i
note 21 Fixec rate debt incudes £372m of
frunding liniked 1o the Retall Price index (2001 -
£203m). This debt reduces interest rate risk by
diversifying cur funding portfclio. The balance of
the debt is in {loating rate form.

The average rate of interest paid during the
yedr was 63% (2001 ~ £.6%). A 1% rise in UK
interast rates would reduce profit before tax by
fess than 2%. Changes in interest rates in other
currencies weould have no significant impact on

Group profit,

FOREIGN CURREMECY RISK MAMAGEMEMT

Cur orincpal objective is to reduce the risk to
short-term profit of exchange rate volatilivy
Currency exposures that could significantly impact
the profit and ioss account are hedged, typically
using forward purchases or sales of foreign
currencies. Howeaver we do not reutinely hedge
orofit iransiadion risk (the risk of overseas profit
falling in sterfing terms). We also seek to mitigate
the effect of currency movements ceducing the
value of our overseas investments by arranging
porrowings  {either directdy or wvia foreign
axchange {ransactions), in matching currencies
where this is cost effective. Our cbjectives are to
maintain a low cost of borrowing while partally
hedging against currency deprediation.

During the year currency movements had

mimmal irmoact on profit and increased net assets

overseas oy Z12m. At the year end forwarg
fareign currency purchases equivalent o £247m

were outstanding {2001 ~ £220m). See note Z1.

CREDIT RiSK

The objective is to recuce the risk of foss arfsing
frem default by parties to finandal transaciions,
The risk is managed by spreading financial

transactions  across  an  approved  list  of

counterpartes of high credit quality. The Group's
o}

cradit ratings are routinely monitered.

ositione with these counterparties and their
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The Directors oresent their annual repert to shargholders on the
affairs of the Group together with the audited conselidated financial

statemerts of the Group for the 52 weeks ended 23 February 2002,

PRINCIPAL ACTIVITY AND BUSINESS REVIEW
The principal activity of the Group i the operaticn of food stores
and associated aciwviiies in the UK Republic of Jreland, France,
Hungary, Poiand, Czech Renublic, Siovak Republic, Thailand, South
Korea and Taiwan. A raview of the business is comntained in the Annual
Review and Surnmary Financial Staternent 2002 which is published
separately and, together with this docurment, comprises the full Tesco

PLC Annual Report and Financial Statements.

GROUP RESULTS
Group sales including VAT rose by £288im fo 1256%4m,
representing an increase of 12.7%, Group profit or ordinary activities
beiore taxation. net loss on disposal of fixed assets and goodwill
amortisation was £1.22Im compared with £1.070m for the previous

year, an increase of 14,13, Including net joss on disposal of fixed

assets and goodwill amartisation, Group profit on ordinary actividies
before taxation was £1,201m The amount ailocated 1o the ampioyes
preiit-sharing scheme this year was £48m as against £44m last vear
Afier provisicn for tax of £37im, minority interests of nii and
dividends, paid and propesed. of £390m, profit retained for tha

financial year amountad ro £440m.

DIVIDENDS
The Directors recommend the payment of a {(nal dividend of 3.93p
”
Z

per ordinary share to be paid on 28 June 2002 to members on the

Register at the close of business on 12 Aprif 2002, Together with the
intarim dividend of |.67p per ordinary share paid in December 2001,
the total for the year will be 5.60p compared with 4.98p for the

previous yean, an increase of |2.4%.

TANGIBLE FiXED ASSETS

Capital expenditure amounted to £2,027m compared with £[,544m
the previcus year In the Directors’ opinion. the properties of the
Group have a market valug in excess of the ook value of £2,484m

included in these financial staternants.

SHARE TAPITAL
The zuthorised and issued share capital of the company together
with detalls of the shares Issued during the period. are shown in note

24 to the fimancial statements.

COMPANY'S SHAREHCLDERS

arehcidars with

[
4.

The company is not awars of any crdinary

interests of 3% or more.

DIRECTORS AND THE!R INTERESTS

The names and biographical details of the present Directors are sat

out in the separately published Annual Review and Summary Finandial
Statement 2002,

Sir Ter~y Leahy, Mr | Gildersieeve, Mr T J R Mascn ang Mr T
Potts retire from the Boarg by rotation and being eligible offer
fhernselves for re-election,

The service contracts of SieTerry Leahy, Mr | Gildersleave, MrT |
R Mason and Mr DT Potts are terminable on two years notice from
the company.

The interests of Directers and thei immediate families in the
shares of Tesco PLC, aleng with details of Directers share options,
are contained in the report of the Directors on remuneration set out
on pages 10 to 14

At no time during the year did any of the Directors have a
matarial intersst in any significant contract with the company or any

of its subsidiaries.

EMPLOYMENT POLICIES

Trhe Grour depends on the skiils and commitrant of its employess
in order 1o achieve its objectives. Staff at every level are encouraged
to make therr flllest possible contribution to Tesco success.

A key business priority is to orovige First Class Service to the
customern Ongoing training programmes sesk io ensurz thal
ampiovess ynderstand the Group's customer service cbjectivas and
strive 10 achieve them,

The Group's sefection, training, development and promction
policies ensure equal cpporiunities for all employaes regardless of
sender, marital status, race, age or disability. All decisions are based
on ment.

Internal communications are designed to ensure that employess
are well informed about the business of the Group. These include a
staff magazine celled Tesco Today, videss and staff briefing sessions,

Staff atiitudes are frequently researched through surveys and
store visits, and managemen: seaks to respond positively 1o the needs
of employess.

Employees are encouraged to bezome involved in the financial
performance of the Group through a variety of schemes, principally
the Tesco emplovee arofit-sharng scheme, the savings-related shars
option scheme [Save-As-You-Zarn) and the Partnersnip Share Plan

{Buy-As-You-karn).

TR&LLC




POLITICAL AMD CHARITABLE DONATIOMS
Contributions @ community projects and to charity amcunied
o £24314000 (2001 — £1448.000). Inciuding gifts in kind. total
derations amounted to £8,983.000 (2001 - £7,203,0C0).

Thers were no pelitical donations (200! — nil). During the year
the Group made contributions of £3.200 (2001 - nil} in the form of

sponsorship for political conferances.

SUPPLIER PAYMENT POLICY
Tesco PLC is a signatory to the CBN Code of Prompt Payment
Cepies of the Code may ne cbtained from the CBI, Centre Peint,
103 New Oxford Street, Londen WCIA 1GU. Payment terms and
conditions are agreed with suppliers in advance.

Tesco PLC has no trade creditors in its balanea sheet. The Groun
pays ite creditors on a timely basis which varies aczording 1o the type

of praduct and territory in which the suppliers operate.

GOING COMCERM
The Directors consider that the Group and the company have
adequate rescurces 10 remain in operztion for the foreseeable future
and have therefore ccotinued to adopt the going concern basis
in preparing the flnancial statements. As with all business forecasis,
the Directors’ statement cannot guarantes that the gofng concarn
basis will remain aporopriate given the inherent uncertainty about

future everts,

AUDITCRS
PricewaterhcuseCoopers have expressed their wilfingness to
centinug in office. In accordance with section 385 of the
Companies Act 1985, a resolution proposing the re-appointment of
PricewaterhouseCoopers as auditors of the company will be put to

the Annual Generat Mesting.

AMNUAL GENERAL MEETING

A separate circular accompanying the annual accounts explaing the
special business to be considered at the Annual General Mesting on
4 June 2002

By Order of the Board
Rowley Ager
Secretary

7 Aprit 2002

Tesco PLC

Registered Number: 445750
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STATEMENT OF APPLICATION OF PRINCIPLES
OF THE COMEINED CODRE

The Group is committed t@ high stancards of corporate governance.
This staternent describes the manner in which the compary has
applied the principles set out in the Combined Cade on Corporate

Governance.

DIRECTORS
The Board of Tesco PLZ comprises eight Executive Directors and
six independent Non-executive Directors. The Chairman, Mr | A
Cardiner, is an independent MNon-executive Director who nas a
primary rasponsibility of running the Board. The Chief Executive, Sir
Terry Leahy, has executive responsibilities for the operations, results and
strategic development of the Group. Clear divisions of accountability
and responsibility exist and operate effectively for these positions.
in addftion, Mr G F Pimlott s the senior MNeon-executive Direcion
The Board ensures that no one indfvidual or group dominates the
ecision-rnaking process.

The full Board meets ten times z year and annually devotes two
days to a conference with senior executives on tongerterm planning
giving consideration both 1o the opportunites and risks of future
strategy The Board manages overall control of the Group's affairs by
the schecuie of matters reserved for its dedisicn. Insofar as corporate
governance i concerned, these include the approval of financial
statements, major acquisitions and disposals, authority levels for
expenditure, treasury policies, risk management poiicies and
succassion plans for sanicr executives. To znable tha Beard to make
considerad  decisions, & written protocol exists and has been

communicated to senior managers ensuring that relevant informaticn

is made available to all Board members in advance of Board meetings.
All Directors have access 1o the services of the Company Secretary
and may take independent professional advice at the companys
expense in the furtherance of their duties.

The Board delegates day-to-day and business management
control to the Executive Committee which comprises the Executive
Direciors. This meets formally every week and its dacisions are
communicated throughout the Group on a regular basis, The
Executive Committes is responsible for implementing Group palicy,
the monitoring and performance of the Business and reporting to the
full Beard thereon.

Appointments to the Board for both Executive and Non-
executive Directors are the responsibiity of the Nominations
Committee which is chaired by Mr A Gardiner and whose mempers
are set out in the tabie on page 9.

As exemplified by the section on ‘Directors and their interess’
within the Directors' report on pages 5 and 6, the company's Articles
of Association ensure that on 2 rotational basis Directors resign every
three vears and, ¥ they so desire and are eligibie, offer thamselves

for-re-gieciion,

The Board has alsc esiabiished a Compliance Committee whose
OUrpose is 1o ensure that the Beard discharges its obligations to avoid
civil and criminal fiability. The Commitiee, comprising twe Exacutive
Cirectors and threa members of senior management, normaily meets

four times & year.

DIRECTORS' REMUNERATION

The Board has a long-sstabiishec Remuneration Committes,
composed entirely of Non-executive Directors, which is chaired by
Mr C L Allen. The members are set out in the table on page 9. The
respensibilities of the Remuneration Commitiee together with an
explanation of how it applies the Directors' remuneration principies
of the Combined Code are set out in the report of the Directors on

remuneraticn on pages [0 to 14,

RELATIONS WITH $HAREHOLOERS

The Beard attaches a hign importance to maintaining good
relationships with all shareholders and, primariiy through the Investor
Relations department, ensurss that shareholders are kept informed
of significant company develepments. During the year, Executive
Directors have met with 108 of our leading shareholders
representing over 55% of the issued shares of the company.

While the focus of dialogue is with instituticnal shareholders tc
whom regular preseniations are made on company ¢irection, care is
exercised to ensure that any price-sensitive information is released
to al sharenolders, institutional and private, at the same time in
accordance with the Financial Services Authority requirernents.

The Board regards the Annual General Mesting as an
opportunity tc communicate directly with all investors. The
Chairman, Executive Directors and chairmen of the Audit and
Remuneration Committees attend the Annual General Meeting and
are available to answer questions from shareholders present.

Each year end, every shareholder may choose to receive a full
Annual Report and Financial Statements or an abbreviated Annual
Review and Summary Financial Statement. At the half year,
alt shareholders receive an lnterim Repart. These reports, together
with publicly-made trading statements, are available on the Group's

website, wwwitesco.com/corporateinio

ACCOUNTABILITY AMD AUGIT

The Board has an Audit Committes, chaired by Mr [ Mealbourn and
consisting entirely of Non-axgcutive Dirsctors, which® mesis a
minimum of three times a ysar, Membarship of the Audit Commities
is set out in the table on page % Its terms of reference represent
current best practice. The Comimnittee's primary responsidilities
inciude monitoring the system of internal control throughout the
Group, approving the Group's accounting policies and reviewing the
interim and annual financial satements before subrission to the
Board, In tarms of financial reporting, an assessment of Groun
performance is set out in the opesating and financial review or

pages 2 1o 4.

TESZD
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COrporate governance

INTERMAL COMTROL
oard has overall responsibility for internal contrel. inciuding the
systen of risk management, and sefs aopropriate policies having
regard 1o the objectives of the Group. Executive management has the
responsibility for the identification, evaluation and management of
risks and for the implementation and maintenanca of controf sysigms
in accordance with the Board's policies.

The Board, through the Audit Committze. has reviewed the
effectiveness of the systems of internal contre! for the accounting
year and the period to the date of approval of the fnancial
statermnents, aithough it should be understood that such systemns are
designed to provide reasonable but net absolute assurance against
material misstatemnent or loss.

The Group operates an objectives-driven aporoach aimeg at
satisfying its core purpose that translates into a roling fve-year
business pian. The plan covers both revenue anc capital expenditure
and forms the basis of business plans for all parts of the Group. Frem
this the Board, together with monitoring regimes based upon a
balanced scorecard, agrees the annual revenue and capital budgets.
The scorecard sets out targets for a wide variety of ey performance
indicators and a auarterly review of achrevernent is considered
at Beard level This process establishes the cortrel framework and
risk appetite,

The capital investment zrogramme is subject o formalised
review procedurss requiring key criteria o be met. All majer
initiatives require business cases to be orepared, normally covering a
minimum pericd of five years. Post-investment aopraisals are also
carried cut

At the macro level, the Board considers risk every dme it meets
and significant risks are reviewed regulariy The twe-day 3oard
Cenference, referred to earlier considers where {uture ooportunies
and risks lie and helps shape our corporate strategy going forward.

At an operational level, internal comtreis have been developed in
line with the risk appette and are subject to reguiar niernal and
external audit. Routines exist which ensure that significant controi
fallures or events that reoresent risks to the Grouo's objeciives are

scalated to senior management and the Board, If necessary, on a
daily, weekly and periodic bagts 1o allow tmely corrective action to be
taken. The Board acknowledgas that tha Group cperates in an aven
changing environment, both externally in meeting the chalienges in
competitive marketolaca and internally through the devebpment of
new business streams, systems and procadurzs. The Boardg has
astablished a change management process that incCiudes an evaluation
of rizks and an identfication of controis,
The Executive Committee sets aside sufficient time for an annual
assessment of the effectiveness of managing the keyv risks and takes
appropriate action depending upon the outcome of their assessment,
This is then communicated and discussed with the Board.

A programme of communication exists and s constantly being
zeveloped to ensure that all staff are aware of the parameters that
constitute acceptable business performance and the expectations of

the Beard in maraging <isk. This provides clear definition of he

continue

Group's purncse and geals, accountabiiitfes: resconsibiiities and e
scope of permitted aciivities of companies within the Groun,
executive funcions and individual staif. The Greup =mploys aver
280,000 peopie induding over 1,700 senior managers. Management
control exists at ali levels and is regulated by cascaging fimits of
authormy.

Underpinning the internal control groceass is the whole system of
menitoring risk and controi. The monitoring of strategic and
cperational risks are responsibiiities of the Board and line managers
respectively The internal audit function alss operates on a risk-based
approach providing a fevel of expertise to management in fuffilling
their risk responsibilities and assisting in the mapping of risks and
controis. PricewaterhouseCoopers, our external auditors, contribute

further independent perspective on cartain aspects of the internal
finzncial control system arising from their work and annually report
their findings to the Audit Committes. Overall, the Audit Committes
seeks to ensure that the wnole management process provides
adeguate control mechanisms over all major risks to the Group,

To ensure that the internaticnal exoansion of the Group tekes

placa within agreed policies and precedures, two further cantrol

committees have been established, reporting “o the Aucit
Committee. They focus on activities in Eurone ang Asia respectively

Other specialist functions within the Group, notably Trading Law
and Technicai and Company Secrerariat, provide assurance and acvice

on heaith and safety reguiatory and legal compliance zand

ervironmental issues. These functions report their findings cn a
; 8

regular basis 10 the Compliance Commitise.

CORPCRATE SCCIAL RESPONMSIBILITY

Corporate Sodlal Resporsitility reflects cne of aur values -- ‘treating

peopie how we iike to be treated As such, we recognise cur respons

iility 1o communities and 1o the environment, whersver we operate.
Mare detalled information about Tesco's commitment to Corporate

Social Responsibility is avallable ai wwwitesco.comieverylittiehelps

PENSICN FUNDS
The assets of the pension funds establishec for the benefit of the
Croup's employees are neld separately frem those of the Group.
A trustee company manages both the Tesco PLC Pension Schems
and the remaining assets of the Tesco PLC Money Purchase Pension

“he

Scheme. During the vearn over 9%% of eiigible staff tcck
apportunity o change heir futurs pension antitiecnent from the
Moray Purchase Pension Scheme 1o a defined benefit scheme under
the overall control of the Tesco PLC Pension Scheme. 7he trustes
company Roard comprises cne Executive Director three senior
maragers and five members appointed from staff and pensioners,
Management of the assets is delegated to a number of indesendant
fund managers. These fund managers have ciscretion fc invest .r
shares of Tesco PLC, but only to the proportional weighting of the
snares in the totai market. Details of sension commitmants are set out

in note 27 to the financial satemenis on pages 27 and 38,




STATEMENT OF COMPLIANCE WITH THE CODE
PROVISIONS IN THE COMBINED SODE
Throughout the year ended 23 February 20C2
tne company has been in compoliance with ail of
the Code Provisions set out in Sechon | of the
Combined Code on Corporate Governance
except as with regarc to provision 2.7 on the
length of Direczors’ service agrzements, details of
which are set out in the repoirT of the Tireciors

on remUNerItion on page il

BOARD COMMITTEE Mominations  Remuneraticn Adit Compliancs
MEMBERSHIP Committas Committes Commiree Zarnmitias

independent Directors
Mr ] /A

Me G F Pimlott

Executive Directors

Sir Terr&/ Leahy
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DIRECTORS REMUNERATIONM PoLICY

The remuneration packages, inciuding contract periods, of Executive
Direciors are determinec tv the Remunerstion Commitize (the
Committee). It ensures that the remuneration package s apprapriate
for their responsibilities, taking inte consideration the cverall financial
and business position of the Group, the highly competitive industry of
which the Group is part and the importance of recruiting and
reraining management of the appropriate caliore. The remuneration
of the Non-executive Directors is determined by the Board as a
whole on the recommendation of the Executive Committes after

considering external mariet research.

COMPLIAMCE
The Committes is constitutad and opersted througnout the pericd

in accordance with the principfes cutlined in the Listing Rules of

the Financial Services Authority derived from Schedule A of

the Combined Code, In framing the remuneration policy, full
considaration has been given to the best practice provisions set out
in Scheduie B, annexed to the Listing Rutes. The auditors’ report set
out on page |5 covers the disclosures referred to in this report that
are specified for audit by the Financial Services Authority.

Details of Directors’ emoluments and interests, including
executive and savings-refated share options. are set out on pages
FEto 14

The following summarises the remuneration packages for
Sxecutive Directors. Coples of the Bxecutive Direciors’ contracts of

employment are avallaole for mspection by sharsholders as required.

BAIE SALARY AMD BENEFITS

The base salary, contract periods, benefits {which comerise car
benefits, life assurance, disability and health insurance) and other
remuneration issues of Executive Directors and cother senior
executives, are normaily reviewed annually by the Committee, having
ragard to competitive market practice supported by two external,

independent surveys.

PROFIT-SHARING

The Gr_oup operates an approved emgloyee profit-sharing scheme
for the benefit of emplovess, including Executive Directors, with over
two years service with the Group at its wear end. Shares in the
company are allocated to particpants in the scheme on a pro rate

basis 1o base salaty sarned up tc Infand Revenue approved fmits.

PARTMERSHIP SHARES
Since January 2002, the Group has cperated a Partnership Share Plan
{BAYE) for the benelit of employess including Dxecutive Tirectors,
Under this scheme, employees save and subscribe menthly for the

purchase of shares at marke? value in Tesco PLC

SECUTIVE INCINTIVE SLHEME

he company coperates performance-seiated award schemes
designed tc provide a growing element of variable reward 1o reflect
the performance of the Group. The scheme awards are made in
shares and align closely the interssts of Direciors ang sharenoicers,

Long-term share bonuses are awarded anndally, based on
improvements i earnings per snare, achievement of strategic
corporate goals and comparative performance against peer
companies including total sharehoider r=turn. The maximum long-
term bonus is 75% of safary Shares awarded have 1o be held for a
period of four years, conditional upen continuous service with the
companry. The share equivaient of dividends which would have been

naid on the shares is added ta the award during the deferraf period.

o

Short-term share bonuses are awarded annually based on
improvements in earnings per share and on the achievement of
strategic corperate goals. The maximum sport-term bonus payacle is
75% of satary, which is augmented by up to a further 37.5% of salary,
if the participants elect for the irustees of the scheme to ratain the
fully paid ordinary shares awarded for a minimum period of two
years, conditional upon continuous service with the company. The
share equivalent of dividends which weule have been paid on the
shares is added to the award during the deferral period.

The Ceommittes sels performance targets aniually for the
incentive scheme for each of the criteria noted above, confirms
achievement of performance and awards 10 be made under the
scheme and direcis the general administration of the scheme. The
Executive Committes has adopted a policy of extending the Group

Board executve incentive scheme to a wider body of senior
executives within the Group. The scheme rutes and awards of this
extension are administered ¢n a consistent basis as previously sat out
for the Executive Directers.

The holding period for both the long-term and short-term shares
may be extended to seven and five vears respecively by the scheme
members. During this holding period, the shares heid are increased
by 12.5% at the beginning of each year based on the scheme shares
neid. This holding perico may be extended subject o personel
sharenclding targets set by the Committee being met by the
scheme members and is conditionzl upen contintous empioyment

with the company.

SHARE CPTIONS

Evacutive Directors are included in executive share option schemes

{ESGS), and are eligibie to join the employees’ savings-refated share

optien scheme (SAYE) when they have compieted one year's service.
Executive options granted since 1995 may be exerased conly

subject to the achiavement of cerformances <riteria related to grawth

in sarnings per share, in accordanca with ABI guidelines.




PENSIONS

Executive Directors are members of the Tesco PLO Pensicn Schams

which provides a pension of up o two-thirds of base salary on
retirement, normally at the age of 60, dependent upon sarvice. The
scheme also provides for depencants’ pensions and iump sums on deat
in sarvice. The scheme is a defined bensfit persion scheme, which s

approved by the inland Revenue.

SERVICE AGREEMENTS
The Committee has agreed that s future, new acoointments of
Zxecutive Directors will normally be based on a notice period of 12
months, The Committee reserves the right to vary this pericd for the
witial period of appointment.

Executive Directors appointed before | March 2001 have service

contracts with entittement to notice of 24 months.

MNON-ZXECUTIVE DIRECTORE

Mon-executve Direciors de  aot have contracts but each

appointment is subiect to review every three years. Nen-executive
Directors reczive 2 basic fee pius an additional sum in respect of
commitiee membership, Mr | A Gardiner has the benefit of the use

of 2 company car.

TasLE 1 Directors’ amotumants
fncertive scheme
Profit- otal Toral
Salary sharing Short-term Long-iarm 2002 2001
o o 4300 £000 L0080 £000 £000 £000
Mrj A Gararer -
yleny | 8
Mr D g P\e;d” ) 7 Q
Mr R S Ager 5
MeCLAlen 45 -
?"rP;\ Ciah(e 7 A4 - 8 T
Mr ) G}\dersleevs 7 87
Mr AT Higginson g
M T 4R Mason ﬂ 2

Mr ] W Meibourn

MrsV Morali

Mr DT Potts ik
Mr | M Wemms (z) . - -

ia) Sormer Director.




TABLE 2 Gains made cn shars opticns

feLmer of srares at exercse price (pence)

“alue reaiisable

002 2001
177 1517 747 Tomal £000 £300
SirTerry Laahy - - - - - - -
Mr O £ Reid ] - - - - -
MeR S Agar . - Eﬁ - - R
Mr 7 A Clarke - 762811778 93899 25300 100 g3
I:'!rj Gi[dersleéve 3 - o - - - — -
Mr AT Higginson 7 ‘ - - - - - - 445
MrT | R Mason N 30000~ poco 75025 0 3is
MrDT Fotts ] - D - - -
Mr | M Wemms - T - - - - - - -
SA:e g T 17.2,1997 F01597 2:.3.1998 o

The value realisable from shares acguired on exercise is the difference berwesn the
options, although the shares may have been retained. Where individual Direct

shown represents an average of the prices on these dates weighted 1o the number of cpiicns exercised. The market orice of

23 February 2002 was 253.50p. The share orice during the 52 weeks to 23 Febriary 2002 ranged from 228.75p to 269.5Ck.

TABLE 3 Pension details of the Directors

fair market value at exercise and the exercise price of the

ors exercised options on different dates, the price at sxercise

the shares at

Incrzase in accruec Transfer Accrued total

pension during  veiue of increase pension at
Age at Yeurs of the year (a)  auring the year 23 Fep 2002 (h)

23 Feb 2002 ServICE 000 000 £0G0

Sir Terry Leahy (¢ 23 39 3932 331
Mr D E Reid i7 32 457 327
Mr R S Ager B 20 308 2%
Mr P A Clarke 27 28 279 138
Mr | Giidersiesve 37 20 216 334
Mr AT Higginson (d) 4 13 169 &4
MrT ] R Mason 44 =0 i9 176 170
Mr DT Potts 44 29 27 259 |54

() The ircrease in accrued pensicn during the year exciudes any incregse ‘or inflation,

(b} The accrued pension is <hat which wouid be paid anAuaiy oo retirement ax

30 based on service to 23 February 20072

(c; SirTerry Leahy 's entitied to retire at any age from 57 to 50 inclusive with an immediate pension of two-thirds of base sslary:
9 ¥ ¥

Part o7 his penaicn may be provided oa an unfundecd basis witrin =

{a) Part of Mr AT I4igginson's banefit, in resoect of pensienable 2arnings n exce

is provided on an unfunded basis within 2 separate unapproved arrangament

separate unapproved arrangarment.

<5 of the earnings iimit impesed by ihe Finance Act '989,



TaBLE 4 Share opticns held by Directors and not exercised at 23 February

wecutive share options schemes (1984), (1994) and (1996)

2002

Nurnber of shares at exercise price {pence}

723 (8) 700 {a)y 203 !04.0 783 Sub-1etal
62,211 398.523 *93 04‘4
D - P 4%7 LT 8 460
e - u: : - _- - 269 904.
- B - - 138669 19860
——— mew e Tume sewn | e e
B MNumber of shares at exercise price {pence) o
Sub-total bif ;;7 1640 178.0 1724 173.0 2095 2050 2470 (k) B TGI:
SirTerry Leahy 2,293 044 ] - 128.8337 - - /ﬁ 904 17,673 780,487 647 773 4,094,710
'f;’lr" D E Rad 835, 46u S 90,2_45 T "__ _425,827 r \7 929 T 604 871‘.‘)"- - JOZ 024 H/_E773':4
MrRSAger 299904 B3 2831 s T T e imiw 39043 32388€ 1498990
T s e9sr T L T76E3 360575 299595 1192360
Mr, Gidersiesve 67033 15 56100 364092 o 517073 45145 2717900
Mr AT Higginsan - 5'73584 a4z T sl 3asi78 280950
MITIRMason 198569 167,076 34| - 49300 355678 1576895
M DT Potts - D mn - 360975 299595 1137483
Date exercisable [c) N 2"5‘72730" i ‘ 20.;.;393 2663693 l 71642(;]4 777777
{a) Al of the options at 72.3p may be sxercised at §1. /pand i re case of SirTerry | -eahy 25% of the options, and in the case of Mr D) € Reid | C0% of the options &t
70.0p anc 31.0p respectively may be exercisec 2t 59, 7E and 69 0p respectively, as Tar 8275 related te growth in earnings per share in accordance with AR suicelines

have been achiaved. .
{0} Cptions gramed in the vear

(<} Date of expiry is seven years from daze exarcisable, with the exceptior of the 98,30 =nd 13 7P ootions which expire four years Trom date exercisabie,
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TABLE § Share opticns heid by Directers and not exercised ac 23 February 2002

Savings-refated share option schame (1981} Nurmber of srares Value reaikasle
Af at As at Zxercise price 2681

24 Feb 20010 GraTed 'z} Exarcised 27 Feb 2602 penca <500

Sir Terry Leahy B 157 5313 5510 151.0-1980 -
Mr O E Reid 15218 959 8313 8864  1217-1980 -
Mr R S Ager 5900 147 - s énseo T -

Mr P A Ciarke T assr e 4155 11067 12171980 7 T,
Mr | Gildersleeve naa D o 12444 1217-1980 o -
MrAT Figgnson N - 5610 1510-1980 - -
Mr T § R Mason o742 1514 - 25885 830-1980 - )
Mr 3T Potts 704 L7t < 3375 1980 - 35

() Options granted include new family interests that fail to be reported during the year
The subscription price for options granted during the year under the savings-related share option scheme was |58, Op and the options mature

in either 2005 (thres year scheme] or 2007 (five year scheme). The shares relating 1o options exarcisad in the year were all retained.

Sevween 23 February 2002 and 9 April 2002, 12,458 options were exercised. For further details on the company share option schemes

sae note 24.

TaBLE ¢ Disclosable interests of the Dirsctors, including family interasts

3 Feg 2002 24 Fag 20G|

Options to Opticns

vaUirﬁ‘ acquire

Crdinary ordinary Crdinary ordinary

shares shares sharas =Nzres

M - - ) 518,464 - 50768 -
Siferyleaty T 997093 4100320 1370876 3459,i89
Mr O £ Reid T sk aes. 2saenis 2091548
MeRSAger - R O Ie3s® 1509383 |3j8;8:{ 1184004
MrPACRRe 370 120347 19783 1000305
M Gidersleeve T 1291365 2230443 1082598 1801294
MrAT tigginson T 450569 1286600 300027 93751
MT{RMason 340590 1602780 811528 1185072
M!"J W Meibourn 7 B o o . 94650 —~7 . 2 490'
Mr G F Pimictt - I L 27285 -
MrD T Potts - T as3aal | Li9las8 374, 885,992

Cptions to acquire ordinary shares shown above comprise cptions under the executive share option schemes ( (1984, (1294, {1996) and the
savings-relaied share option scheme (1981} inote 24).
Between 23 Fetruary 2002 and 9 April 2002, 810 shares were purchased by Executive Directors as part of the P artnership Share Plan

operated by the Group and | 2468 SAYE aptions were exercised, the shares issued in reiation o these options continue 7o be held.



The Diractors are required by the Companies Act 1985 o prepare
financial statzaments for 2ach finandal vear which give a true and fair
view of the siate of affairs of the corpany and the Group as at the
end of the financial y=ar and of the profit orjoss for the financial year,

The Directors consider that in preparing the financial statements
on pages |6 to 3% the company and Group have used appropriate
accounting policies, consistently zpplied and supported by reasoranie
and prudent judgemeris and estimates, and that alt accounting

standards which they consider 1o be applicable have been foliowed.

éﬁdep- ndent auditors rel

of Tesco pic

H

“We have audited the finandial staternents which comprise the orofit
and loss account, the balance sheets, the cash flow statement, the
tatement of total recognised gains and fosses and the related notes,
including the information on Directors' emofuments and share details
included within tables one to five, in the report of the Directors on
rermunaration, which have been prepared under the historical cost
convention and the accounting policies set out in the statement. of
accounting volicies.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS
The Directors' regponsibilities for oreparing the annual report and
financizl statements, in accordance with applicable United Kingdom
taw and accounting sitandards, are set out n the starement of
Directors' responsibilities.

Cur responsibility s to audit the financial statements in
aczordance with relevant legal and regulatory requirements, United
Kingdom Audfting Standards issued by the Auditing Practices Board
and the Listing Rules of the Financial Servicas Authority,

YWe report to you our opmion as to whether the financial
stztements give a true and fair view and are properly prepared m
accordance with the Companies Act 1985, We also report to you if,

in our opinion, the Directors’ report is not consistent with the

financial staternents, if the company has NCL keDl proper accourning
records, if we have not raceived all the information and sxplanations
we require for our audit, or I information specified by law or the
Listing Rules regarding Directors’ remuneration and transactions s
not disclosad.

We read the other information contained m the anmual report
ard consider the implications for cur report if we become aware of
any apparent missiatemerds or material inconsisiencies with the
financial statements. The other information comorises only the
Directors' report, the Chairmans siaterment, the finandial highlignis,
the operating and financial review, the coroorate governance

statement and the report of the Directors on remunaration.

The Directors have responsibility for ensuring that the company and

Group keep accounting records which disclose, with reasonable

accuracy, the financial position of the compary and Group and which
grable them o ensure that the financial statements comply with the
Companies Act | 985

The Directors have generar responsibility for taking such steps as
are reasonably open fo them to safeguard the assets of the Group

and 1o prevent and detect raud and other irregularities.

i~ T i oy ~ |
DOt (Ne memoers

tn

We review whether the corporaie governance sialemnent reflect
the company’s compliance with the seven provisions of the
Zombined Code specified for our review by the Listing Rules, and we
recort if it does not. We are not required to consider whether the
Board's statements on internal control cover alf risks and controls, or
e form an opinion on the effectivenass of the company’s or Group's

corporate governance proceduress or its risk and control precadures.

BASIS OF AURIT OPINION
VYWe conducted our audit in accordance with auditing standards
issued by the Auditing Practices Board. An audit includss
sxamination, on a test basis, of evidence relevant tc the amounts anc
disclostres in the financial statements, it also includes an assessment
of the significant estimates and judgements made by the Direciors in
the preparation of the financial statements, anc of whether the
accounting poiicies are appropriate to the company’s and the
Group's circumstances, consistently applied and adeguately disciosed.

We planred and performed our audit so as to obtain all the
information and expianations which we corsidered necessary in
order to provide us with sufficient evidence to give reasonabie
assurance that the financial statemerts are free from matertal
misstaternent, whether caused by fraud or other irregularity or erron
in forming cur opinion we also evaivated the overall adequacy of the

presentation of information in the financial statements.

CPINION

in our opinion the financial staterments give a true and fair view of

o

the state of affars of the comoany and the Group at 23 February
2002 and of the arofit and cash flows of the Group for the year then
ended and have

Companies Act 1985

FPRICEWTERHOUSS, COPERS @QWR \A k \i p

ang Registered Auditors

been properly prepared in accordance with the

Chartered Accountants
London 9 April 2002
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3% weeis ennad 23 Feoruary 2002

Restatzd”

2002 205

B note m Zm

Sales at net seiling prices bl 75,654 22773

T rnover rcluding share of joint ventures 22,804 21,096

Less: share ochwt ventures’ turnover {1513 {108)

Greup turnover excluding value added tax a3 23,853 20,988
Crperating expenss

_Nermaloperatng spenses BT (19T770)

- t'ﬂp\oyen profit L-sna”mg (48) {44y

— Gooaowill amortisation (1o (&)

Operatmg pront 3 1332 =t

2
Nef 035 &N msposal of ﬂxed assels {10 (8)
4

Profit on ordinary activities before interest and taxation 1,32 [179
Nez interast payable 8 53y {128
Profit on ordmary activities before taxatlon 1,201 054
Srofit before net loss on cisposal - K I
of fixed assets and goodwiii amortisataon | 1221 1,070 -
Net loss on dispesal of fixed assets o o i {10} " (8):
Goodwill amortisation ) , ) ’ (19) ®)|
Tax on profit on o-dinary scivities ' g (71 (333)
Profit on crdinary activities after taxation 830 7l
Mlnorwty interests ] o o - |
Profit for the financial year 830 732
Dividends _ ' 0 £350) (340)
Retained orofic for the financial year ) 28 440 382
Pance Panca
Earnings per share 7 I 1203 10,63
Adjusted for net loss or disp osf;\ "r-ar fixed -assg‘rc rtaxation e . Q.14 " 0.1z
Adjusted for gcccwrl\ amomsatw'cn o - - S 014 .12
Adjusted earnings per sharef - - ' i 1233 1087
Diluted earnings per share P I1.86
-/;\-Ejustec for net ioss on disposal of fixed assets after waton o 014
:';;;fijusted for goodwill amortisation 0.1 0.2
Adjusted diluted earnings per share’ h 1214 10.66
Dividend per share i 5.60 498
Dividend cover (times) 217 204

Accounting policies and notes forming parc of these financial statements are on pages 20 to 39
¢ Exciuding net ‘oss on isposal of fived assets and goodwill smarisatian.

* Prior year comparatives nave been restatec due to the adootion of Financial Reporting Standard {FRS) :9, 'Deterred Tax'. Ses note  page 22
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52 weels anced 13 February 2002
Group Company
Restaten *
2002 2001 2002 2001
im im im im
Profit for the financial year 330 722 401 54
Gain/{ioss) or forsign currency net investments 12 2 2 )
Total recognised gains and losses relating to the financial year 842 70 403 6L
Pricr year adjustrent {note 1) {45}

Total recognised gains and losses since last annual report and financiaf statements

The curnulative effect on opening Group reserves at 25 February 2001 of adopting FRS !9, Teferred Tax', is a reduciion of £378m.

.
m e
=5
(u

i
P
£
aQ

enks ended 13 Fabroaey 2002

Geoup Carnpany

Restatec”
2002 200! 2002 2001
£m £m £rn im

Profit for the financial year

Dividands

zinf(ioss} on forgign currency net investmen
New ghare capital subscribed less expenses
Payment of dividends by shares in fieu of cash
Met addition/(reduction} to shareholders’ funds

Opening shareholders funds

Ciosing sharehciders’ funds

Accounting policies and notes farming part of these financial statements are on pages 20 to 39,
vy

! Prior vorr compargtiver nave been resteted due to the ecoption of FR5 19, Delerred Tax'. See note 1 on page 22

H Griginglly £4.75%m before deducting oror year adiustment of £333m.

-4




ESCO FLT ] i :
" bpalance sheels
32 February 2002
Groas Comozry
Rastatec?
2002 20C1 002 2601
note m im im £m £m im
Fixed assets B _
éntangible assets 12 134 J |54 oD
:Fangible assets i3 oz 5580 B - .
Investments - X H ) £ 101 6,704 5,774
Invesiments in joint ventures e
Share of gross assets 1480 1,283
Less: share of gross liabilties (1.266) (1094)
Goodwil o R _ 4 )
__________ - 32 20 156 45
Investments in associates 14 6 - - -
11,503 13,038 5,860 5520
Current assets 7 7
Stocs s o 529 838 - -
Debtars ” N 321 3060 74
iﬁvestmants _____ \; . 225 _—_ N _ 255 5 _g
Cash at bank and in hand a5 e - —
3 _ 053 N 1694 3065 876
Creditors: :
failing due within one year 18 (4,209} 4.389) (4707 {2518)
Met currant liabilitles (2,756) 2655 ) {1840 (1622
Total assers less current liabilities ) 3,747 7343 5218 4478
Creditors: .
mlmc due after more than oneyear 13 2741y . Y (2,60%) » (1819
Provisions for liabiiities and charges 22 (440} {402y -
Met assats 5,566 5014 2,609 2,459
Capital and reserves —
Cilled up srare capital 350 ) a7 30 47
éhare premium account o 25 2,004 ijéﬂ'}O 2,004 ‘é‘;g
E}ﬂﬁer resarves _ ' 25 T a0 4(.)_.—”“ - o
Profit and loss account 5 3136 T an 255 242
Equity shareholders’ funds 5530 4578 2,60% 2459
Minority interests o o B 36 ﬁw.wm36 - -
Tot! capizal smployed o N 5,366 5014 2,609 7455

Accounting policies 2nd notes forming part of these financial statements are on pages 20 to 3%,

¢ fmor year comparatives have been restated due 1o the adoption of FRS 19, "Deferred Tax. See note | on page 22,

/
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Terry Leahy

e m

Andrew Higginson

Diractors
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2 weeks ended 23 February 2002

2002 pivel]

note Zm im
Net cash inflow from operating activiries 2 2,038 1,937
Dividends from joint ventures and associates
Income received from joint ventures and associates - i> -
Returns on investments and servicing of finance
Interest received . - 44 48
Interest paid _ B (232) 7{5;5
Interest efement of finance lease rental paymenits o (4) 4
Net cash outflow from‘returns on investments and servicing of finance {192y (16t)
Taxation
Corporation tex paid ) T (378) k 272
Capital expenditure and financial investment
Payments 1o acquire tangible fixed assets o - (1,877 (1‘95_37
Receipts from sale of tengible fixed assets o o 43
Purchase cf own shares ST (85) 58)
Nert cash outflow from capital expenditure ang fnan..laf investment {(1.920) {1.948)
Acauisitions and disposals
Purchasz of subsidiary undertalkings 3h (414
Invested in joint ventures N o (46) :4’})
investad in associates and other investrments - - - (19} ) -
Net cash outflow from acquisitions and disposals {96} (76)
Equity dividends paid (257) (254}
Cash outflow before management of liquid resources and financing {830) (794
Management of liquid resources
Detrease in short-term deposits ‘ 27 .
Financing
Crdinary shares issued for cash h o 82 8
I—ncrease in other loans o 216 928
New finance leases - I-B_-
Capitai element of finance teases repaid ) (24) (46j
Net cash inflow from financing 974 383
Increase in cash 171 189
Reconciliation of net cash flow to movement in net debt
Jr"crease in cash o C T |71 IQ‘BV
Cash inflow from increase in debt and lease mancrn;m“m"- T o (892)TM7 f89§)
Cash inflow from decrease in liquid resources - o i en -
Amortisation of 4% unsecured deep discount loan stack, RPland L2t bends (14 ) @
Other non-cash movements L (2 (8)
E:::;eign exchange differancas N N i8 (23)
Increase in net debt {756} (744)
Opening net debt A 33 (2.604) (2.060)
Ciesing net debt 33 (2.550) (2804

Aczounting pelicies and notes forming part of these financial statements are on pages 20 to 39.




gy
iy

accounting polic:
aCCOUNUNg PQJ.CJ

BASIS DF PREPARATION OF FINANTIAL STATEMENTS

These financial statements have tean precared under the historical
cost conventicn, in accordance with applicable accounting staraarcs
ang the Companies Act 1985,

in Navember and Cacember 2000, the Accounting Standards
Board issued FRS 17, Retirement Beneflts’ and FRS |9, Deferred Tax'
raspeciively.

FRS 17 will be adopted by the Group over the next twe years.
The FRS has an extended transitional pericd during which certain
disclasures will be required in the nctes to the financial statements.
The Greup is required to make these phasec disclesures in the
current vear, which are are shown in note 27(b).

FRS 19 has besn adopted with effect frem 25 February 2001
This standard addresses the recognition, on a full provision basis, of
deferred tax assets and liabifities arising from timing differences
between the recognition of gains and losses in the financial
statements and their recognition in 2 tax computation. Prior to
25 Feoruary 200t the Group's accounting policy was ta provide for

the deferrad tax which was likely to be pavable or recoverabie.

BASIS OF COMSOLIDATICN
The Group financial statements consist of the financiat stazements
of the parent company, its subsidiary undertakings and the Group's
share of interests in joint ventures and associates. The accounts of
the parent company's subsidiary undertakings are prepared 1o
dates arcund 23 February 2002 apart from Giobal TH, Tesco Polska
5p. 7 a0, Tesco Stores CR as, Tesco Stores SR zs, Samsung Tesco
Co. Limited, Tesco Tatvar Co. Urmted and BeCha Distribution
Systern Co. £1d whicn preparec accounts to 31 December 2001 In
the opinion of the Diractors it is necessary for the above named
subsidiaries to prepare accounts 1o a date earlier than the rast of
the Group to enable the timely publication of the Group financial
statemnants.

The Croup's interests In joint veniures are accourisd for using
the gross equity method. The Group's interests in associates are

accounted for using the equity method.

TURNOYER
Turnover consists of sales through retall outlets and sales of

Ceveloprnent properties excuding value added tax,

5TCCKS

Stocks comorise geads heid for resale and aroperties held fer ac in
the course of, development and are valued at the fower of cost and
net realisabie value. Stocks i stores are calculated at retadl zeicas and
reduced by appropriate marging te the lower of cost and net

realisable value,

MOMEY MARKET DEPOSITS
Meney market deposite are stated &t cost. All incame from these
investments is included in the profit and loss account as infersst

receivable and similar income.,

IXED ASSETS AND DEPRECIATION

il

Fixed assets are carried af cost and incude amcunts n respes of
interest paid on funds specifically related to the financing of assets in
the course af Consiruction.

Depraciation is provided on a steaight-ine basis over the
anticipated useful economic fives of the assets.

Tre foilowing rates applied for the year snded 23 February
2002:
+ Land premia paid in excess of the aiternative use value — at 2.5%

of cost.

¢ Freehold and leasehold buiidings with greater than 40 vears

unexpired - at 2.5% of cost.

Leasehold properties with less than 40 vears unexpired are

amortised by equal annual instalments over the unexpired pericd
of the lease.

+ Plant, equipment, fixwures and fittings and moter vehicies — at rates

varying from 10% to 33%,

GOODWILL
Goodwill arising from trarsactions entered inte after | March 1998
Is capitalised and amortised on a straight-ine basis over its usefuf
economic ife, up to a maximum of 20 years.

Al gocdwill anising from transactions entered Mo prior Ao

i March 1998 has been writien off to resarves.

IMPAIRMENT OF FIXED ASSETS AND GOCDWILL

in

Fixed assets and goodwill are subject to review for imparrmen:
accordance with FRS |1, mpairment of Fixed Asseis and Goaedwill,
Anv imparrment is recognised in the oroflit and loss account in the

year in which it sccurs,

LEASING
Plant. equipment and {wdures and fittngs which are the subiect of
finance leases are dealt with in the financial statements as wangitle
fixed assets and equivalent lizbilities at what would otherwise have
been the cost of outright surchase.

Rentals are aproriioned between reductions of the resoective
fiabilities and finance charges, the later being czlculated by referance
to the rates of interest implicit in the leases. The financa charges are
dealt with under intersst cayabie in the srofit and loss account

Leased assets are depreciated in accordance with the
deoreciation actounting policy over the anticipated working lives of
<he assats which generaily correspond to the primary rental ceriods.
The cost of coerating leases in respect of land and buildings anc

other zssats s expensed as incurred.




DEFERRED TAX
Deferred tax is recognised in rzspect of all timing differences that
have orrgmated aut not reversec Dy the balancs shest date and
which could give rise o an ooligation to pay mors or less taxation in
the future, An assel is not recognised to the extent that the
likeiihood of future economic henefit is not carain, Deferred tax is
measured on a non-discounted basis at the tax rates that are

expected to apply in the pariads in which timing cifferances revarsa,

hased on tax rates and laws substantively enacteg at the balance

sheet date.

PEMNSIONS

The expecied cost of pensions in respect of the Group's defined
benefit pension schemes is charged to the profit and loss account
over the working lifetimas of amployezs in the schemes, Actuarial
surpiuses and deficits are spread over the expected remaining

working lifetimes of amplayees.

POST-RETIREMENT BENEFITS STHER THAN FENSIONS

The cost of providing other post-retirement benefits, which comprise
orivate healthcare, is charged to the profit and loss accoum 30 as
spread the cost over the service lives of relevant empioyess in

roluses

o~

accordance with the advice of qualifled actuaries. Acuar

anc deficits are spread over the expected remaining workng

iifetimes of relevant empioyess.

FOREIGMN CURRENCIES

Asgsets and liabiliies in foreign currencies are franslated into sterling
at the financial year and exchange rates Profits and iosses of
qverseas subsidiaries are translated into sterling at average rates of
axchangs. Gaing and iosses arising on the translation of the net assets
of overseas subsidiaries, less exchange differences arising on matched
foreign currency borrowings. are takan 10 reserves and disciosed m
the staterment of total recognised gains and losses. Gamns and losses
on instrurnents used for hedging are recognisad in the profit and less

account when the exposure that is being hedged is fself racognised,

FINANCIAL INSTRUMENTS

Dervative instruments utilised by the Group ars interest rate swaps

and caps, forward start interest rate swaps, CTOSS CUFTEncy SwiaDs,
forward rate agreernents and forward exchangs contracts and
options. Termingtion paymemts made or received in respect of
derivatives are spread over the liie of the underlying exposure in
casas whnere the underlying exposure continues to exist: Wheare the
underlying exposure ceases to exist, any termingtion payments are
taken 1o the profit and Joss account.

interest differentials on derivative instruments are recognised by
adjusting net interest payable, Premia or discounts on derivative
instruments are amortised over the shorter of the life of the
instrument or the underlying exposure.

Currency swap agresments and forward exchangs contracts are
valveg ar cosing rates of exchange. Resulting gains or iosses are
ofiset against foreign exchange gains or losses on the related
barrowings on, where the instrument is used ta hedge a commitied
future {ransaction, are deferred until the transaction cccurs or is

extinguished.

=
w




NOTE 1 Prior vear adjustment

The Group has impiemented FRS |9, Deferrad Tax, in refation to oroviding for deferred tax on the full provision tasis. The impact of the maove
from the partial to the full provision basis was 1o increase the tax charge by £27m (2001 ~ £45m) and 1o decrease the value of Group Reserves
at 25 February 20C! by £378m (27 February 2000 ~ £333m). Earnings per snare for the prior year have been restated from 1129 1o 10.63p

and adjusted diluted earnings per srare from i 1.31p (o 10.660.

MoTE 2 Sesmental analysis of sales, turnover, profit and net assets

The Croup’s operations of retalling and associated acuvities and property develooment are carded out in the UK, Republic of Ireiand,
France, Hungary, Poland, Czech Repubiic, Slovak Republic, Thailand, South Korea and Taiwan. The results for Thailand, South Kerea, Taiwan znd

continental Zuropean operations are for the year ended 31 Decembper 2001,

2002 2001
Seles Turncver Net Sales Turnover Met
including excluding Chperating ooerating including exciuding Cperating operating
VAT VAT profit assets VAT VAT srofit assets®
im £m £m £m £m m £m £m
Caatinuing eperations
UK ‘ ) 2085 20052 1213 7131 19884 8377 100 6348
Rest of Europe o am 50 079 1970 1756 0 9
/_\;;1 1494 1398 29 sl6 919 &0 hm_iwwmﬁl—fiiWWE»'v'SW
N 25654 23653 1,332 22773 20,988 174
Goodwill amortisaticn {13y (8}
Operating profic 1222 T
Share of operating proill from joint ventures 42 21
MNet loss on disposal of fixed assets )] 8
Net interest payabie (153
Profit on ordinary activities before raxation —_I 201
Copearating margini
{prior to goodwill amortisation) 5.6% °.6%
Capital empicyed 9.12¢ 7818
Net debt (note 20) (3.560) (25C4)
Net assets —E—Sgém ) 5014

—
I

he analysis of capital empioyed by geographical area is caiculated on net assers excdluding net debt Iniersegmental turnover between

the geographical areas of business is nct material Turnover is disclosed by origin. There is no material differanca in turnover by destinaticn.

The Group's share of turnover i the joint ventures which is not ingluded in the numbers above is £151m {2001 — £108m}.
! | | J

* Pricr year comparatives have been restated due to the acoction of FRS 19, Deferred Tax' Ses ncie | acove.
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~oTE 3 Analysis of operating profit

2002 2001

im £m

Turnover exclucing VAT R 23653 20988
Cos of sabes oo 01866) (19,400}
Gross profit ) - 1,787 1588
Adminstraton spenses - e e
Operating profit : 322 166

Cost of sales includes distribution costs and store operating costs. Goodwil amortisation and employes profit-sharing are inciluded within

adrministration expensas.

NoTE 4 Employes profit-sharing

This represents the amount allocated to the frustess of the profii-sharing scheme and is based on the UK profit after interest, befors net

less on disposal of fixed assets ana taxation.

noTz s Profit on ordinary acrivities before axation

2002 2001

Profit on ordinary activities is stated after charging the following:

Deoreciation

Goodwill amortsation

Operating lease <osts (&)

Auditors' remuneration (b _ ! ‘

Empioyment costs (note & Z2.336 2.047

{a) Cperating lease costs inciude £33m for hire of plant and machinery (2001 - £34m).

{b) Ayditors’ remuneraton amountsc to £0.8m (2001 - £0.8m) and includes £0.tm (2001 — £0.1m} for the company.
The auditors also received £1.2Zm (200! - £0.8m) in respect of non-audit services of which £0.4m (200} - £0.4m) refzted to overszas aperations
These fees were principally in respect of acguisitions and taxation advice.

NoTe ¢ Employment costs

2002 2001

im m

Wagesand sdlaries Y- B 2
Socal sy comn T e e e e ey
Other perision cosis (rote 277 i ] 04 98
o 2335 2,047

MNumber of parsons employed

The average number of employses per week during the year was: UK 187,393 (2001 — 177 527), Rest of Eurcpe 38,108 (2001 - 31.334),
Asiz 21,873 (2001 — 16527 and the average number of full-tme equivalents was: UK 121272 (2001 — 113,998), Rest of Europe 32856
(2001 ~ 26,376) and Asia 17.666 (2001 - | 1,836).

NoTE 7 Directors’ emciuments and interssts

Cetaiis of Directors’ emoiumeants and interesis are given in the report of the Direceors on ramuneration on pages 10 to 14,
(=1 L =)




m

il
€

o

[a]

.7"% ‘oo'nc;s ZOO/

Medium term notes

] N - A . ; e A A
NOLSs 1O TNe 1inancial SLateiments wrrve
MOTE 8 Net intarest payable ) )
a0 ‘_“: 200
- L £m £m im ) £
Interest receivabie and simiiar ;ncome on moﬁey market
]nvestmeq‘tﬁlgnd deposits e - BE ) &1
Lass interest payable on:
Shert-term bank loans anc gverdrafts recayanle within Tve yaars (IOdi') )
Finance charges payabie on finance leases , IS
4% unsecured deep discount loan stock 2006 (a) ~ ) \9) - ) ) 7
4% RP! bonds 2016 () (5
3.322% LPl oonds 2025 o ) A ) -
10%4% bonds LOOL - o ) ) ) {19 )
8243 ponds 2002 7
6%toncs2006 () o - o

.Ei. boncs 4008

64% bonds 010

% bonds 2029

Interest capitalised

Share of interest of joint entures and associates

(219) (186)
153 (i25)
(a} interast nayable on the 4% unsecured ceep discount loan stock 2006 wmcludes £5m (2001 - £4mj of discount amartiszmion,
(b} interest payable on the RPI bonds ncludes £7m (200 - £3m) of RPI ~ejated amertisaticn,
{c) interast payeble on the LPl honds 2025 includes £2m (2001 - nif) of AP relates amortisation.
NMOTE 9 Taxation
{3) Analysis of charge in year )
Restated
0 2001
£m im
Current ia
UKLorDoratlon tax at 30 O% {ZOO -~ 30.0%) 348

Prior year ftems

Overseas taxation g
' Share of joint ventures and associates g |
) 336 283
Deferrad tax (note W
Origination and reversal of tmms duf‘erencec i) 3 5|
Prior year items - )
38 50
Tax on profit on orainary activitias 374 333

The total charge for the vear of £35m inciudes 3 £3m debn w0 fixed assems.

{0




NOTE ¢ Taxation contnued

(by Factors afiecting the tax charge for the year

IeeTa)

The effective rate of corporation tax for the vear of 28.0% (2001 - 28.5%;) s fower than the standard rate of corporation tax in the UK
) L i P

of 30.0%. The differances are explained below:

Restated
2002 2001
% %
Standard rate of corporation tax B 30.0 300
Effects of: o
Expenses not deductible for tax purpeses (primarily gocdwill amortisation and mon-quaii_fying depreciation) 34
;;;)ital allowances for the yearg excess of qeﬁreciation on qualifying e.sse_:T; o o B 2.8
Dé%f;rences‘m overseas taxation rates 7 - 7 ) o 7(0‘;)" o
LO;SES_EQHEEQEET;X _d:n__s_]_:_:_ggﬁ‘fﬁ_ﬂ?}';a_yaiiab;ie for current Tax refiel - ) 7 ” 7 i 03 S oo
Prior year ftems ‘ ) h - ‘ - —M(2.4)
S - et e S T ,,76‘3" .
Eifecive raie of corporation tax for the year 280

{e) Factors that may affect future tax charges

A number &f deferred tax assets have not been recognised on the basis that the likelihood of future econcmic benefit is not certain.

NeTE 10 Dividends

2002 20018 2002

2064

Pence pershare  Pence oer share £m im

Declared interim 1.67 g 15 ol
Froposed final 3,‘;3 - 0 7 275 -39
5.60 8 390 249

note 11 Earnings per share and diluzed earnings per share

Earnings per share and diluted sarnings per share have baen calculated in accordance with FRS 14, 'Earnings per Share'. The standard requires
that sarnings shoulc be based on the net profit attributabie to ordinary sharghelders The calculatior. for earnings, ncluding and exciuding net
ioss on disposal of fixed assets and goodwill amortisation, is based on the profit for the financial year of £830m (2001 - £722m as restated).

For the purooses of calculating carnings per share, the number of shares is the weighted averags number of ordinary shares n fssue during
the year of 6,887 million (2001 - 6,792 million}.

The calcutation for diluted earnings per share uses the weighted average number of ordinary sheres in issue adjusied by the effects of
alt dilutive petential ordinary shares. The diiution effect is calculated on the fulf exercise of all ordirary share opzicns granted oy the Group,
including performance-based options which the Group considers to have ceen earned, The calculation compares the difference between
the exarcise price of exercisable ordinary share options, weighted for the period ovar which they were cutstanding, with the average daily

rmig-markst closing price over the peried.

2002 2001
mifiion - millicn

Weighted average number of dilutive share optiors

Waighted average number of shares in lssue in the perlad

Tetal number of shares for calculating giluteg earnings per shars

TE
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NOTE 17 {ntangible fixed assets

Saodwal
im

Cost
At 24 February 2001 ' ' 7 e T
;-&ddftio_ns ot COST (3) " h S ’ |ng
At 23 February 2002 184
Amartisation
At 24 February 2001 T ) ) )
Crarge for the pericd T T g
At 23 February 2002 30
Met carrying value
Rt 23 Februar‘/ 2002 ) N - v_ u T T __-'7”%7V"”0|~§ZV
At 24 rebruary 2001 . - v N . o L‘;LSAI'

(2} Goodwil arising from investments in subsidiaries in the year has been zapitaiised ang amorzised over 20 years in accordance with the provisions of FRS 10,
Gooawill and Intangible Assets|

Goodwill arising from investments in joint veniures and associates has been capitaiised and amortised aver 20 years in accordance with the

provisions of FRS 3, 'Associates and Joint Ventures' and FRS 10, 'Goodwill and irmangiole Assets' and s included in Jixed asset investrment

additicns (note {43

NoTE 13 Tangible {ixed assets

Pant, squipmart,
fixturas and

Land and fittings and
builaings  motor vehicles Total
£m im £m

Currency translation

Additions gt <ast (&)

Acquisitions

Cisposals

A_t 23 February 72”(7)02

Depreciation
At 24 February 2001

Charge for period

Disposals .
At 23 February 2002

MNet boek vaiue () ()
At 23 February 2002

At 24 February 2007

Capital work in pregress included above
At 23 February 2002

At 24 February 200




NOTE 13 Tangible fixed assets comtinued

{a} Inciucies £63m in respect of interest capitaiised principally refating to fand ana
puiiding assets. The capitalisation rate used 1o detertnine the amount of firance

costs capiafised during the period was 7.0%.
for Net book valus includes capitalised interest at 23 Februgry 2002 of £406m

(2001 — £354my.

Plant, equipment, fixiures and fittings and rmotor vehicies subject to financa ieases
inchuded in net book valuz are:

MNet zook
Zost Deprediation vaiue
£m im £
At 24 Fabruary 2001 315 266 49
Movement in the period 37 22 i5
At 23 February 2002 352 288 &4
(¢) The net beok value of fand and buildings comprises:
002 2001
im £m
Fraehoid 8,492 7,200
Long feasenold — 50 years or more 505 586
Short leasehold — less than 50 vears 487 455
Ar 23 February 2002 3484 824!
{df} Capital work in progress does not include lancd.
NOTE 14 Fixed asset investments
Group Carrpany
lont Crwn Other Sharein Group  Loans to Group jemt
ventures {b) Associates () shares {d) investments  undertakings (2} ungertakings vantures
£m Zm m £rn £ £ £m
£% 24 February 2001 203 ~ (Gl - 1,774 2000 |44
Additicns 6 i6 18 5 506 2902 ¢
Share of profit
20 - - - - - -

of joint ventures and asscciates

Goodwill amortisation

Cristribution receved

from joint vertures and associates (13) - - - - - -
Disposals 1 ~ {55) - - 2478) -
At 23 February 2002 233 16 &4 5 3.280 3424 i56

tay The company's principal operating subsidgiary undertakings ars:

Share of Country of

. Business squity capital incorporation

Tesca Stores Limitad - 7 Retail 100% Registerad in Engiand
tesco Property Hoidings Limited B Property Investment % Registered in England
Tesco Insurance Lirited B Insurance VLOO% - 7 Guernsey
Jesce Distribution Limite B ) Cistribution 7 F00% ” Registered in England
Spen Hill Properties Limited o froPe:'ty Develooment 10078 Registered in England
Tesco Ireland Umited e Retail 100% Repubiic of Ireland
Giobaf T.H. ) ) Retail 39% Hungary
Tesco Poiska 5p. 7 0.0, o - Retail 100% Poiand
Tesco Stores CR ) B 3 Retail a 100% mCzech Repubiic
Tesco Stores SR as. e B Retail ioo% - Siovak Republic
Samsung Tesco Co. Limited - e Redll 8o South Korea
Ek-Chal Distribution System Co. L2d Retai ' ooy T Thaiand
Tesce Taiwan Co. Limited L B Rezall 100% Talwan, .!;{gp_ubiic of Chine
Tesco Stores Hong Kong Limited Purchasing oo Fong Keng

-

Al principal operating subsidiary undertakings, none of which are owned directiy by Tesco PLC. operate in their country of incorporation,

# On 25 February 2002, the company acauirec ar: acditional 8% share of equity capitai, taking the hoiding 1o 89%,
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MOTE 14 Fixed asser investments ontinueg i
5) The Groun's jont ventures are:
Share of issued share capitz), Country of incorporation anc
Business ‘can capital snd dedt zecurities princioal country of eperaticn
Shopping Cantres Limited Property Investment 0% Registered in England
BLT Properes Limited Froperty investment 50%  Recistered i a
Tasco BL Holdinge | Limmited Prope erty Investment 50%
Tesco British Land Proper Yy Partﬂer:ﬁso “reperty Investment 5C% i 57
Tesco Personal Financa Group Limited 50% Registe:
Tesco Home Shopping Limited Malf Order Retau 0%
iVillage UK Limited Internet 50%
Data Analysts 53%

Complementary Medicines Rec;stered in England

Property Investment Tarwan, Republic of China

Retali Prooerty Company Lmlted Thal\ar‘.d
Tesco Card Services Limited Tr*anand
The accounting perreds of the foin: ventures consoidated 1 these Tnancial statements, range frem 20 Decamber 2001 to 2 March 3002,
2002 2001
£m im
The net borrowings of the Iomt ventures, as at 13 February 2007, were as follows: -
Cash and deposits 301 284

Borrowings faling due within one year

Ctrer loans

There is no recourse to Group companies n respect of the borrowings of the joint ventures, apart from £

been guaranteed by Tesco PLC (note 3C).

(<} ine Group's associates are:

Share of issued share capital, Cauntry of incerporatian and

Business 'can capital and debt securities orincisal courtry of aperation

Broadfields Management Limited cperty Management 43% Registered in England
Clarepharm Limites ~ Pharmacy 23% Registered in England
GreceryWorks Hotdings Inc. ] internet Re‘cal er 35% United States of America
Hussmann (Hungary) Kft Re:rgerat\om 20% Hungary

{d) The investment in cwn shares represents 4 | million 5p ordinary shares in Tesco PLC (C.6% of cailed | Up share capital st 23 February 2007)
with a werghted average value of £1 56 sach These shares are heid = ¥ & qualifying employee share ownershio trust (QUEST) in order o
satisfy options under savings-related share aption schemes which become exercisable over the next few years, The carrying value of £54m
(mariket value £105m) represents the exercise amount recevable in respect of these shares subscribed for by the QUEST at market vaiue,
Funding is provided to the QUEST by Tesce Stores Limited. the company’s principal operating subsidiary, The QUEST has waived its right

to dividends on these shares.




NOTE 15 Stocks

Group Company
002 200! 2002 2c0!
i Zm £m £m

Goods held for resale 208 8i4 — -

Development property 2: 24 - -
9329 338 - -

Property dispased of included nil (2001 — £1m) of interest capitalised. Accumuistes capitalised interest at 23 February 2002 was £5m
(2001 — £5m).

NoTE 16 Debtors

Group Company
2002 2008 2002 2001
im £m £m £m

Amaounts owed by Group undertaiings - 2,821 374

- T

Other debtors -

Prepayments and accrued income

Amounts owed by urdertakings in which Group companies have a pariicicating interest 68 43 6l 45
454 32 3.060 874

Inciuded in the above are debstors due after more than one year of £Bim (2007 - £62m).

NOTE {7 Investments

im im _ £m
253 5 -
728 2855 5 g

noTE t8 Creditors falling due within one year

Company

2002 2001

£m m

R

Bank lcans and overdraits {aj {b)

Trage creditors

Amourts owed 1o

Cther creditors 7 s I3 55

Ageruals and deferred income (<)

Finance ieases (nowe 23

146 383 24

Cividends &
4,285 4707 2518

(&} Bank deposits In sucsidiary undertaiings of £1.636m {2000 - £847m) have been offser against oorrowings in the parent company under a legai right of set-off
(o) inclades nil (200] - £12m) secured or: various properiies.
fc) A zain of £45m, realise¢ 'n 3 Prior ¥ear on Terminated inweress rale swal: if being soread over ine iife of repiacement swans entered into 3t the same time for similar

periods, Accruals and ceferred inceme incudes Lim 2061 - L5m) attrbutaoke to these realisec gains with it 12001 - £2m) beng incluged in other creditors falling
due afier more tnas one year {note |9}
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De-d o coemtnued

NoTE 48 Craditors falling due aftar more than ana vear

Group Comoany

2002 2001 2002 200!

“m £m im Im

4% unsecured deep discount loan steck 2006 (@) ) 99 94 99 G4

France Ieases (note 23) ) ' ) 4 17 - -

8%4% bonds 2003 () ' 3 - 200 - 260

6% bonds 2006 @ ] " 150 - 150 -
7%4% boncs 2007 () ’ _ 335 225 2 328
5% bands 2008 (2 ‘ - T x - 250 -
S4% bones 2009 1 ) ' 350 350 350 250

£%% bonds 2010 (g ' o “ 50 150 150 150

4% RPLbongs 2016 () " B ) 210 20 210 203

3.322% LPI bonds 2025 G ) 7 52 - 162 -
6% bonds 2075 o ) ) ' 200 200 200 200
Meditm term notes (4 T 6 476 60
Other oans ) ' o 355 36 237 37

2741 1925 2,609 i 819

Accruals‘ ;md deferred income (ncte 18) - 2 - -

2741 1827 2,509 1819

{a) The 4% unsecured desp discount ‘san stock is redeemable at a par value of £125m n 2006,
(b} The BY% bonds are redeemable at a par value of £200m in 2003.

(c} The 6% bonds are redeemadie at a sar value of £150m in 2006,

(d) The 7/4% bonds are redeemable at a par vaiue of £325m in 2007,

{e) The &% bonds are redeemable @ a par value of £250m n 2008,

:f} The 54% bonds ars redeemabile at 2 par vaiue of £350m in 2009,

(g} The 5% bonds are redeemzbie at a par value of £150m in 2010,

{h} The 4% RPi bonds are redeemable at a par vlue of £2{0m, indexed for increases
in the RP over the life of the bond, in 2016,

(i} The 2.322% P bonds are redeemable at a par vaive af £!82m, indexed for increases
in the APl over the life of the bond, in 2025. The maximum indexation of the principai
in any one year is 5%, with & minmum of 0%.

() The £% bonds are redeemasie at a par vaiue of £200m in 2025,

k] The megium term notes are of varicus maturities and includea foreign currency
and sterling denominated notes swapped imo floating rate stering.
This inciuges & 50bnan 2006 ssue,

() various bank loans rmaturing 7005,




noTE 20 MNet debt

Grous Company
2002 2001 - 2002 2001
£m {m im m
Due within one vear: Bank and other [oans 1474 1,389 1890 (312
B Finance lezses - ; 24 - -
Due within one to_tv»mo years: Bank and other loans 15 207 15 207
B Finance ezses . 9 i - -
Due within two to five years: Bank and other lcans - 7 |.059 g4 94§ 284
Due otherwise than by T
instalments after tive years:  Bank and other loans I 553 1417 1,653 1,328
Gross deot 4230 3338 4,499 315t
Less: Cash a: bank a}wd in hand N 445 279 - -
Money market investments and decasits o 225 255 3 i 5
Net debt 3560 2804 2494 3,129
NOTE 21 Financial instruments

An explanation of the chjectives and poiicies for hoiding and Issuing financial instruments is set out in

ihe cperating and finandal review on

pages 2 to 4. Other than where these items nave heer included in the currency risk disclosures, short-term debtors and creditors have been

excluded from the following anatysis,

Analysis of interest rate exposure and currency of financial fiabilities

The interest rate exposure and currency profite of the firancial liabifities of the Croup at 22 February 2002 after taking inte account the efiec:

of interest rate and currency swaps were!

2002 2001
Fizating rate Fixed rite Foating rate Tixed rate

fiabilities liabilities Total habiiities liabilities Total
£m im £m £m £m £m

Currency
Steriing 1,358 1,508 2,865 B3 2470
Euro ilé 147 263 16 148
Thai Baht 394 - 394 323 - 323
Korsan Won 388 - 388 89 - 85
Other 39 - 319 288 - 238
Gross liabilfdes 2,575 Le55 4230 2,027 1,311 3338
Fixed rate finandial liabifities
2002 2001
VWeighte Weighted Weighrad \Weightad
average average time average guerage time
interest rate for which interest rate for which
23 Feb 2002 rate is fixed 24 Feb 2001 rate is {ixed
% Years % Years

Currency
Steriing 6.4 8.5 9
Euro 57 z
VWeighted average 6.4 g 6.5 ¢

Floating rate habilities bear interest at rates based on relevant naticnal LIBOR equivalents. The interest rate pro

managed by the purchase of intersst rate caps with an aggregats notional principal of £100m (2001 —

file of the Group has besn further

£10Cm}, an average sirike price of 8.3% and

2 half year maturity The current value of these cortracts, if realisad, is nil (2001 — nil). Forward start swaps were outstanding at the year end, fixing

e interest cost at £.3% on £300m of debt for tnree years from Cciober 2003 (2001 - £685m}. Remail Price index flnding of £21Um {2001 -

£203m), maturing 2016, is outstanding and has been classifiad 23 fixed ate debt The interest rate payabie on this debt is 4.0% and the principal is

linked to the Retafl Price Index. Limited Price Index funding of £142m, maturing 2075, was issued during the year and has been classified as fived

rate debt. The interest payabie on this dent is 3.3722% anc the principz: is linked tc the Retail Price Index. The maximum indexation of the principal

in any one year 15 5.0% and the minimum is 0.0%.
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NOTE 21 Financial instruments continued

Analysis of interest rate exposure and currency of financial assets

The interest rate exposure and currency orofile of the financial assets of the Group at 23 rebruary 2002 wers:

2002 001

Cash at Cash at

bank znd  Short-term bank and  Shori-term

i hand deposits Ciher “eral in hana GEpasits Other Total
i im £m im m £m fm £m
Steriin ey 30 68 265 94 22 43 =9
Other 254 175 - 463 185 233 - 4i8
Total financial assets 445 225 £8 738 279 255 43 577

Cther financial assets are in respact of amounts owed by undertakings in which the cormpany has a parTicipating interest, which attract a rate
of intarest of 5.0% {2001 — 4.725). Surplus funds are invested in accordance with approved limits on security and fiquidity and bear rates of
Y quIaity

interest based on refevant LIBOR equivaients. Cash at bank and in hand includes non-interest beaning cash and cash in transit.

Borrowing facilities
The Group has the following undrawn committed faciities avalacle at 23 February 2002 in respect of which ali conditions precedent nsd

bean met at that date:

002 200

m £
Expiring cetween one and two years 737 230
Expiring in more than two years 7 " 303 ” 350
o 036 23

AN faciiities incur commitment fees at market rates ang would provide funding at Noating rates,

Currency exposures

Within the Croup, the arincipal differences on exchange arising which are taken 1o the profit and loss account relate to purchases rmade by
Greup companies in currendies other than their reporting currencies, After saking account of forward currency purchases used to hedge these
‘ransaciions, there were no significant balances on these exposures at vear end. Ajso, rolling hedges of up w 8 months duration are
maintained against the value of investments in, and long-term ntercompany lcans to, overseas subsidiaries and, 1o the axtent permitted |

SSAP 20, differences on exchange are taken o the siatement of total recognised gains and losses,

Fair values of financial assets and financial liabilities

2002 2001
Bock velus Fair value Aock valug Fair vaiue
m [ £m i

Primary ﬁnancxal instruments held or issued to finance the Group's operations:

Snor‘t-term borrowings

Longterm o borrowings

bﬂO\"‘ Dl”ﬂ CEPO ts

Drerivative financial instruments held to manage the interest rate and currency profile:

Interest rate swaps ancg similar instruments

Forward foreign currency Contracts

Swap profit crystallisation

.

-

Othar significant financial instruments outstanding at the year end are £747m (2001 - £220m) nominai value forward foraign exchangs contracts
hedging the cost of forsign currency denominated purchasas. On a mark-to-marker Dasis, these contracis show a gain of £1m (2001 - £3m loss).
The fair vailes of interasi ratz swaps, forward foreign currency contracts and long-term sterling dencminated fixeq rate debt have been detarmined
by reference 1o prices availacle from the markets on which the instruments are fraded. The Bir values of 2 other Tems have bean cafcalated by

discounting expected future cash flews at prevaiiing interest rates.




NOTE 2i Finangial instruments contirued

Hedges
As expiained in the operating and financial raview on pages 2 to 4 the Group hedges exposures to interast rate and currency risc. The <able
heiow shows the amount of sucn gains and losses which nave been included in the profit and 0ss account for the vear and those gains and

losses which are expected ic be included i nexl vear's or later profit and loss accounts.

All the gains and losses on the hedging instruments are expected to be matched by losses and gains on the hedged transactions or positions.

Uy i . Ceferred -
— nrecognised Totai net S kol Total ret
Gains lLosses  gains/(lossas) Gains Losses  gains/(losses)
m £m m £m Zm £m
At 24 February 2001 44 (35) ) 7 - 7
Agiging in previous years and recogrused in the year ended 23 February 2002 (10) 12 2 &) - (5}
Arising in the penod 1o be recognised in future years 38 (63) (25) - - -
Az 23 February 2002 &% (85 {7 2 - 2z
Expected to be recognised in the year ended 22 February 2003 07 18 I o - (2

NOTE 22 Provisions for liabilities and charges

Restared
Deterrec taxation
im
At 24 February 200 402
Amount charged in the vear 38
At 23 February 2002 445
Restated

Arnount provided

Deferrad taxation

oxress capital aliowances over desreciation

Short-term timing differences

NOTE 23 Leasing commitments

Finance leases

The future minimum finance jease payments to wrich the Group was committed

at 23 February 2002

ezd by Tesco PLC

Gross rentat cbligations

=55 finance charges allocated to future seriods

Net amounts sayabiz are:

Within one vear

Zetwesn two anc Tive years
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MOTE 23 Leasing commitments cortinueo

Crerating leases

Land ang buddings Ozher
2002 2061 200z 00
£ im im im
Croup dommitrments during the 52 weeks to 22 February 2003, in terms of lease
agreements expiring, are as follows:
Within ene year 2 3 2 !
Between two and five years pi 12 9 23
After five years 17 131 7 9
121 146 39 33

NoTE 24 Called up share capital

Crdinary shares of 5p each

Mumber i
Authorised at 74 February 2001 ang 23 February 2002 2,200,600,600 450
Allotted, issued and fully paid: .
Issued at 24 February 200 ] 6972225203 347
Serip dividend siection o e
Share options o o ~- 39506, 181 2
lssued at 23 February 2002 N 599427971 350

During the year, 620 million shares were issued for an aggregate consideration of £13%m, which comprises £35m for sunp dividend and
£84m for share options.

Between 23 February 2002 and 9 Apeii 2002, options on 2,574,637 ordinary shares and 2,559,535 ordinary shares have been
exercised under the terms of the savings-related share ootion scheme (1981} and the executive share option schemes (1984, 1994 and
1996) respectively.

Ag at 23 February 2002 the Direczors were authorised to purchase up to a maximum in aggregate of 699 million ordinary shares.

MOTE 25 Reserves

Groun ; Company
Restatad
062 1001 200% 2001
m
ARSI e ST
At 24 February 200t - S 1,870
Presium on issu_? _of snargf_ff_gs costs - ﬁ 8C
Scrip dividend e!erc;cion_ N - 4
Ac 23 February 2002 2004
_O_ther' reserves e
At 23 February 2002 and 24 February 2001 T w0
Profit and loss account
At 24 February 2004 as p-reviousi\/ resorted . 5,099
Prior vear adjustment {note 1) G
Ar 24 February 2001 as restated 2721
éajm"(loss}-;n-forééér currency Net investment o - S 12
lssue of shares 4 .{37}
Retalr.é.é.“grb}]t/f!oss) for the financiai year S 140

At 23 February 2002 3136




NOTE 25 Reserves contiruec

Orher reserves corrprise a merger reserve arising on the acguisition of Hiliards pic in 1987,

In accordance with section 230 of the Companies Act 1985 2 profit and loss account for Tesco LG, whose result for the year is snown
above, has not been presented In these financial staternents.

The cumulative goodwill written off against the reserves of the Group as at 23 February 2002 amounted to £718m (2001 — £718m)
During the year, the qualifying employee share ownership trust (QUEST) subserbed for 51 milfion {2001 — 50 millicn) shares from the

company. The amount of £37m (2001 — £64m) shown above represents contributions to the QUEST from subsidiary under-takings.

NaTE 26 Share options

Company schemes
the company had six principal share option schemnes in operation during the vear:
I The savings-ralatad share option stheme (19817 permits the grant to employees of options in respect of ordinary shares linked tc a building
society/bank save-as-you-earn coniract for a term of three or five years with contributions from employees of an amount petween £5 and
£25C per month. Options are capabie of being exercised at the end of the three and five vear period at a subscription price not less than 80%

of the middie market quotation of an ordinary share immediately prior to the date of grant.

i The irish savings-related shars eption scheme (2000 permits the grant to irish amployess of options in respect of ordinary shares linked ic a

bulding sciety/bark save-as-you-sarmn contract for a term of thres or five years with contributions fram emplovess of an amount between
€12.70 and €3 1743 per month. Options are capabie of being exercised at the end of the thres and five year period st a subscription price

not less than 75% of the middle market quotanon of an ordinary share immediately orior to the date of grant.

The executive share option scheme [1984) permitted the grant of opticns in respect of ordinary shares to selecied executives. The schema

expired af'rér ten years on % November 15594 Options were generally exercisable between thres and ten vears from the date of grant at a
subscription price determined by the Board but not less than the middle market quotation within the perfod of 30 days prior to the date of
grant. Some optiens have been granted at a discount of [5% of the standard option price but the option holder may take advantage of that
discount only i in accorcance with investor protection ABI guidelines, certain targets related 1o earnings per share are achieved.

v The executive share option scheme (1994} was adepted on 17 October 994, The princinal differance between this scheme and the pravious
scherne s et the exercise of options will normally be conditional upon the achievernent of & specified performance target related o the
annual percentage growth in eamnings per share over any three year period. There will be no discounted cpticns granted under this scheme,

v The urzpproved executive share option scheme (1954} was adopted on 7 fune 1996, This scheme was intraducad following legisiative changss
which fimited the number of options which could be granted under the previous schere. As with the previous scherme. the exercise of options
will normally 5e conditional upon the achievernent of a specified performance target related 1o the annual percentage growth in earnings per

share aver any three year period. There will be no discounted options granted under this scheme.

v The international exezutive share option scheme was acepted on 20 May 1994, This scheme permits the grart 1o seieciad non-UK executives
of options e acguire ordinary shares on substantiaily the same basis as their UK counterparts. Oations are normally exercisable batweser: three
and ten years from their grant et a price of not less than the average of the middle market quotations for the ordinary shares for the three
dealing days immediately preceding thelr grant and will normally be conditional on the achieverrent of a speciiied performance target

determined by the Remuneration Committee when the opticns are granted. There will be no discounted ogtions grarted under this scheme.

The company has granted outsianding options in connection with the six schemes as foliows:

Savings-related share option scheme (1981} Number of Shares
exscutives and under opticr Subscriotion
Date of zrant emotovess 23 Fes 2002 orice {pence)
3 Cotober 9% 8672 2236533 820
30 Qcroper 1997 2,540.572 i21.7
29 October 1998 33843166 (360
28 October 1999 39319511 151.0
26 October 2000 43648329 1980
& Novamber 200! 47.608,48: 198.0
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MOTzZ 26 Share options continued

Ieslal = .
FETTIEN LS cortinued

i

Irish savings-related share option scheme (2000)

Date of grant

Nurnber of
axecLtives and
empioyess

Shares
undar opricn
23 Feb 2002

Subscription
price {pence}

2 june 2060 ) B B IS 194139 1630
26 Ocioper 2000 - 8§72 561,385 g0
3 November 200 777 848,373 196.0

Tesco PLC has taken advantage of the exemptions applicabie to Iniand Revenue approved SAY

schemes under Urgent lssues Task Force Abstract 17 {(ravised 2000), Employee Shars Schemes’,
3 \ POy

E share opticn schemes and equivalent overseas

Executive share option scheme (i984) Shares

Mumber of under cotian Subscription.
Date of grant exacunves 23 Feb 2002 arice (pence}
19 May \992 _____________ N 7\ 3 7630.7J 0 92.3
29 Octcber LQ‘?E B N N | 62,211 722
27 May 1993 ] ) e 1l 51,150 723
!O june 1994 N ) 48 1,349,271 700
12 August 1994 \ 747|,372 81.0
29 September 1994 2 42,000 773
Executive share option scheme {1994} Shares

MNumber of under option Subscription

Date of grant

axecutives

13 Bab 2002 grice (penced

7 Apdiless 5 533,625 903
13 Ccwcber 1955 B . - 04 2305801 1040
26 June 2000 - w3 oags07cc 2080
26 April 2001 270 80I80S8 2970
Executive share option scheme (1956} Shares

MNurnber of sneer 2piton Subscription
Date of grant axecutives 23 Feb 2002 price (pence)
3 uly 1996 B 4 898,903 983
21 September @C’ S 7 ) 4 3577516 o %7
g 19e7 T ) o 2l 5083198 177
7 Cetober 1997 4 2383434 1517
21 May 1998 V o - : 756 13279656 1767
30 Sepember 1998 - 35 ieTses it
26 Jaruary 1999 - - - 022 17027986 178C
2MMay l9s9 B - B 7 a4 734
3 November 1999 ) ) o 315 2000471 1840
30 Movember 1999 ) ) B s oesser 730
20 April 2000 ] ) ) 28 1893045 2095
76 June 2000 T 33 9500657 2050
26 April 2001 ) 1159 16380089 2470
jnternational executive share oprion scheme (1994) Shares
Number of under cption Subscription
Cate of gran: executives 23 Feb 2002 price [pence}
7 Ocober 1997 e &2 102,190 1517
Zlm\'ft";fywl%éﬁw e - 78 1781000 1767
""" 16,500 1780
"""" T 520,746 179.4
26 June 2000 - - ) o 400 4526406 2050
S e so01 T - o 549 459014 2470




NoTE 27 Pensions

The Group has continuec to account Tor pensions in accargancs with SSAP 24 and the disciosures :n (g) are thesz mequired oy that stangard.
FRS [7, Retirement Benefits’, was issued in Novembear 2000 but will not be fully mandatory for the Group urtii the year ended 28 February
2004, Prior to this, transitional disciosures are required from the current yean These disclosures, to the exient not given in (g}, are sef

out in (b).

(a) Pensicn commitments
The Group operates a fundec defined benefit pansion scheme for emplovees in the UK, the assets of which are held as a segregated fund
and administered by trustess. The total cost of the scheme to the Group was £85m (2001 — £7m).

An independent actuary, using the projected unit method, carried out the letest actuarial assessment of the scheme at 5 April 1993,
The assumptions that have the most significant effect on the results of the vaiuation are those relating to the rate of return on investments
and the rate of increase in salaries and pensions.

The key assumptions made wers a rate of return on investments of 7.25%, a rate of increase in salaries of 4.50% and & rate of increase
in pensions of 2.75%.

At the date of the latest actuarial valuation, the markez value of the scneme's assets was £1,297m and the actuarial value of these assats
represented 96% of the benefts that had accrued to members, after allowing for expected future increases in earnings. The actuariai
shorfail of £53m will be met via increased contributions over a period of |1 years, being the expected average remaining service lifetime
of empioyed members. The next actuaria! valuation is due at 21 March 2002,

Urtll 7 October 2001, the Group also operatad a cefined contribution scheme for some employess which was introduced on 6 Agril
1588, The assetz of the scheme are held separately from those of the Group, being invested with an insurance company. The pension cost
represents contributions payable by the Group to the insurance company and amounted to £12m (2000 — £20m)]. There were no material
amounts outstanding 1o the Insurance company at the year end. Mermbers of the scheme as at 7 Ociober 2001 moved ¢ the defined benefit
scheme for future beriefit accrual.

The Group operates a number of pension schemes worldwide, some of which are defined contribution schemes. The contributions
payable for non-UK schemes of £7m (2001 ~ £7m) have baen fully expensed against orofits in the current vear A defined benefit scheme
operatas in the Republic of ireland. At the laiest actuarial valuation at | Aprit 2001, the market value of the scheme's assers was £353m and
the actuariai value of these assets represented 123% of the bensfits that had accrued to members, after aliowing for expected future

increases in earnings.

{by FRS 17, 'Retirement Benefits’
The valuations used for FRS 17 disclosures have been based on the most recent actuarial valuations and updated by Watson VWyatt Partners
to take account of the reguirements of RS 17 10 order to assess the liabilities of the schemes at 23 February 2002, Scheme assets are siated

\

at their market value at 23 February 2002, Buck Consultants (Ireland) Limited have updated the most recent Repubiic of ireland valuation,

)
The fiabilities relating to post-retirement healthcare benefits {note 28) nave aise been determined in accordance with FRS 17,
The major assumptions, an & weighted average basis, used by the actuaries were salary increases of 3.6% per annum. price intlation of

2.3%. an increase of 2.3% per annum for pensions in payment and for deferred pensioners and a discount rate of 5.8%.
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NOTE 17 Pensions continued
The assets in the sciemes and *he expected rates of return at 23 February 2002 were:
Long-tarm Mariet
rate of value
e o expecied rewrn _:1_1_
Equities o 7% 1,002
Bonds 5.8% 433
Property 6.4% 9
Cther 4.4% “g
Total market value of assets {574
Present value of scheme fiabitities (1,758)
Deficit in the scheme {184y
Related deferred tax asset ~ full provision oasis {FRS 15) ' o N 57
Net vension liaoiity ' (127}
Group net assets
Net assets excluding pension 3,565
Pension fiability 7 T o o (127
Net assets including pension liability 5439
Group reserves
Profit and loss reserve excluding nenston liability o 3 3
Pension liabifity
Profit and lass reserve including pension fiability 3.50

Had the company adopted FRS 17 in full for the year ended 23 February 2002, the profit and loss charge is not expeciad to nave been

materially different from the current cost under 55AF 24 shown above,

NOTE 28 Post-retirement beneafits other than pensicns

The cormpany operates a scheme offering post-retirement nealthcare tenefits. Toe cost of providing for these bemseﬂtsrhas been accounted
for on a basis similar to that used for defined benefit pensicn schemes.

The liability as at 22 February 2002 of £6.9m, which was determined in accordance with the advice of qualified actuaries, is being spread
forward over the service lives of refevart employees and £0.3m (2001 — £1.0m) has been charged 1o the profit and loss account. An accrual of £5.3m

(2001 ~ £30m) is being carried in the balance sheet 1t s expected that payments will be tax deductible, at the company's tax rate, when made.

MoTe 29 Capital commitments

At 23 February 2002 there were commitrents for capital expenditure contracted for out not provided of £674m (20C] — £725m), prin

relating 1o the overseas store development programme,

nere 10 Contingent liabilities

Certain banx loans and overdraft facilities of joint ventures have oeen guaranteed by Jesco PLC. Ac 23 February 2007, the armounts
sutstanding on these facilivies were £12m (2001 - £:2m),
The company has irrevocably guaranteed the 'iabiiities as cafined in Section 5(c! of the Republic of 'raland fAmendment Acty (986

of various subsidiary undertakings ‘ncorporated in the Republic of ireland,




MoTE 31 Related party transactions

iZuring the year there wers no material transactions or amounts owad or owing with any of the Group's key management or members
of their close family.

During the year the Group traded with itz 12 foint ventures: Shopping Centres Limited, BLT Properties Limited, Tesco BL Holdings Limited Tesco

British Land Property Partnership, Tesco Personal Finance Group Limited, Tesco Home Shopping Limited, Village LUK Limited, dunnhumby Limited,
The Nutri Centre Lirnited, Tatwan CharnYang Developments Limited, Retall Property Cornpary Limited and Tesce Card Servicas Limited, During the
vear the Group also traded with s four assocates: Broadfielas Property Management Limited, Carepharm Limited, GroceryWorks Holdings Inc. and

Hussman (Hungary) K. The main transactians during e year were

Equity funding of £26m 2001 — £34m) in joint veritures and £1&m (2001 - nil) in associates,

The Group rmade loans to join vertures of £27m (2001 -- £16m), 2rd has been repaid loans by joirn vertures of £2m 2001 — £10m). loim

veriures have loaned the Group nil {2001 - £2m), The Groua hes outstanding loan balances due from joint ventures of £68m (2001 - £43m)

and outsianding joan balences due to joint veritures of £2m {2001 - £2m) at 23 February 2002

The Group made purchases of £43m (2001 - £36m) fom joint ventures and associates.

v The Group has charged joint ventures an amount totaling £26m {2001 — £21m) in respect of services, loan interast and 2ssets transferrad, of
which £3m (2001 - £2m) was outstanding st 23 February 2002 At ihe prior year end an amount of £1m refating to group refiel was outstanding
(2002 - nil}.

v In the prior vear the Group soid a property to BLT Properties Limited for £14m and acquired a property from BLT Properdes Limited sor £15m

There were ngo transaczions of tis nature in the currant vear
¥

NotE 32 Reconciliation of operating profit to net cesh inflow from operating activities

2002 2004
£m <m
Cperating profit 1,322 I 166
Ciepraciation anc gocdwill amortisation 534 478
increase in goods held for resale i (93) (74
Decrease in development prooerty ; 4 82
increase in debtors L (88) T2
Increase in trade creditors 2874
Increase in other creditors L 7 1721
Decrease in working capital (a) 182 225
Met cash inflow from operating activities 2,038 1,937
{3) The decrease in working capital incfudes the impact of transiating foreign currency working capital movements at averags exchange rates rather than year end
axchangs raies,
NOTE 23 Analysis of changes in net debrt
At 24 Feb Other ngn- Excrange Az 23 Feb
2004 Cash flow cash changes rnavemeants 2002
£m £m im im im
Cash at bank and in hand _ 279 163 - 3 445
Overagrafts 8 - - -
7 - 3 4dh

Monay market investments and depaesits

Bank and other oans

finance lezses

et

Bank and other icans

Finance leases

TDebt due after one year




five year recorc

Year ended February

1958 1999 plies) 2001 2002
Recziated

Group sales

Turnover excluding VAT

Resiof Burcce . a8l LIS 13741756 2203
- 156 4

Asia

Underlying operating profic’
UK —
Rest o oF tm,r*e o
Asia

BT A £
7 A

_ 2.5% L 37/ 40% 41%)
. e = _02% 0% 20%)
E% 5.5% 5.5% 5.6% |
Snare of orofit/(loss) from joint ventures
_and associates (&) & 1 1 4

Net inferast pa\/ame

7 50y O 025 (53

Unoerlymg pre-tax profic

I d mtocrntlon oS

Coodw;JJ amortisation

Net toss on disposal OT discontinued cpera ;mor\s

Net loss ¢n disposal of fixed assats

832 88! 955 1,070 1,22

GO B 00

Profit on ordinary acitvities before Taxs

raxamon

iuLed garnings per snare ™"

Adjusted di

Adjustad earnings per share

9,59p _ ______;gzsp 087 12.3%

Dividena per share

Return on ;ﬂarehoigerc fund

L 4j72p‘4i80 4% 5.60p
Al A% 209% 0 227%  232%
® 18.7% | 7.2% F6.1% | 6.6% 16.i%

Return on capital & r‘no\ove 37"

Group statistics
Numoer o{ storas
Total

Fuil-time equwatent employees

ales arez ~ OOC 5q. Ft

UK rerail statistics
Numoer of stores

ota\ sales area — OPC 5q *ts N

Avercge sLore si

05215 15875 6895 17865
7

25450 25,62

Fuit-time ﬁqmvalewt amployees *© 39,941 104,772

b e ) el

Tumover per employes ! "-‘9 9 15n427 fel gl 48
P"Ol’lt per emmovea ! . 8‘755 $,160 96-’-9 _992
\/\. ages oer bmoﬁoyeﬂ” o o 15979 N ‘6987 |
‘\Neekwy sales mersq 12 204 220 3

U

[EN

notes

53 waek period.

Excluges imegration cosis and goodwil
amortisation. {peraung margin s
based upon turncver exciusive of YAT,

Uncerbing profit, adjusted and
adjusted dluted, earmings per share
exclude net loss on disbosal of fixed
assets, iGss on Aisposal of siscontinued
operabors, Irelang integration costs
and googwill amarusation.
Represants loss on disoosal

of aiscontinued operatons,

Market capiraksation plus nec deot.
Underlying orofit divided by average
sharehaiders funas.

Profi divided by average caoital
erployed excluding net debt.

Store sizes exclude icbby and
restaurant areas,

Averzge store size exclldes

Express stores.

Bazed on average number of fuli-
tme equvalert émploygss in the LK
Based on turnover exclusive of VAT,
operating profit and —otai stafy cost
per fuil-time eguivaient employes.
Based on weightad avernge siss
srea ang sales excluding prooerty
developrent,

2002 and 2001 statishes nave besn
caicuiated based on the adoption of
FRS 19, Ceizrred ax. See note !
on page 27




