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Directors’ report

-

The directors present their Annual Report to sharcholders on the affairs of the group together with the
audited consolidated financial statements of the group for the 52 weeks ended 26 Februery 1994,

Principal Activity and Business Review The principal activity of the group is the eperation
of food stures and associated activities within the United Kingdom and, following the acquisition of
Ets. Catteau S.A. in May 1993, France, A review of the business is contained on pages 5 to 23,
Group Results Group turnover excluding VAT increased by £1,018.4m to £8,599.9m, representing
an increase of 13.4%, _
, Group profit on ordinary activities before taxation for the year was £435.5m compared with

£558.0m for the previous year. -

The amount atlocated to the employee profit sharing scheme this year was £22.6m compared
with £25.5m for last year.

After provision for tax of £136.7m and dividends, paid and proposed, of £152.1m, profit
retained for the financial year amounted to £146,1m.

Dividends The direciors recommend the payment of a final dividend of 5.30p per ordinary share to
be paid on 1 July 1994 to members on the Register at the close of business on 6 May 1994,
An interim dividend of 2.45p per share was paid in November 1993 making a total for the year
of 7.75p (1992 - 7.10p).

Corporate Governance The company has complied with all the provisions of the Cadbury
Committee’s Code of Best Practice, with the exception of the provisions relating to the reports by
directors on internal control and going concern where the necessary institutional guidance has yet to
be developed. The company’s auditors, Price Waterhouse, have reviewed our compliance with the
specific matters in the Code which the Cadbury Commitice recommended that the auditors should
review. They have reported to the Board that they are of the opinion that it is appropriate for the
directors to make the statement that the company complies with those aspects of the Code.

The Board of Tesco PLC includes five independent non-cxecutive directors, one former

exccutive directer and ning exccutive directors. The full Board meets on a monthly basis;™

day-to-day and operational control is in the hands of the Executive Committee, comprising the
executive direetors, which meets formally every week. A formal schedule of matters reserved for the
decision of the full Board covers key aspects of the group’s affairs including the approval of financial
stalements, niajor acquisitions and disposals, authority levels for expenditure, treasury policies, risk
mzragement policies and succession plans for senior executives.

The company has an Audit Committee, chaired by John Padovan, whose terms of reference
cover the points recommended by the Code, The Committee consists entirely of non-execulive
directors.

The Remuneration Committee, chaired by Baroness O'Cathain, has responsibility for approving
the remuneration and other benefits, including the exccutive incentive scheme, of the excentive directors.

The asscts of the pension funds established for the benefit of the group’s employces arc held
separately {rom those of the group, The fulj-time employee scheme is managed by Trustees and the
part-time scheme is managed by the Equitable Life Assurance Company. The Trustees of the full-
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lime scheme include five executive directors, two senior managers, and three members appointed
from stalf and pensioners. The assets of the fund arc independently maraged and there is no self
invesiment in either shares of, or property occupied by, the Tesco group.

The Board remains committed to ensuring that proper standards of corporate governante are
operuting in the group and will keep procedures under review as the Code develops.

Tangible Fixed Assets Capital expenditure amounted to £779m comparcd with £653m during the
previous year.

A summary of the changes in fixed assets is shown in noie 11 to the financial statements.
The directoss are of the opinion that the propertics of the group have a market ®aluein excess of the
book value of £3,888m included within these accounts.

Share Capital The authorised and issued share capital of the company, together with details of the
shares issued during the period, are shown in notes 21 and 22 on pages 46 and 47,

Company’s Sharcholders An analysis of the company’s sharcholders is shown on page 57 So far
as the company is awaze at the date of this report Prudential Corporation, for itselt and others, helds
interests in 86,506,023 midinary sharcs (4.4%). The company is not aware of any other interests iz its
ordinary shares of 35 or more. ‘

Directors and their Interests The names of (he present directors together with their biographical
details are sct out on pages 24 and 25.

Mr D E Reid, MrJ M Wemus, MrJ A Gardiner and Baroness Q' Cathain retire from the
Board by rotation in accordance with the company’s Articles of Association and, being eligible, offer
themselves for re-election.

Mr J A Gardiner was appointed a Deputy Chairman on 22 November 1993.

The servic. contracts of Mr D E Reid and MrJ M Wemns are terminable on three years’
notice from the company. Mr J A Gardiner and Baroness O'Cathaiit do not have service contracts of
more than onc year's duration. -

The iniierests of directors and their immediate familics in the shares of Tesco PLC and details
of directors' share options arc sel oul in note 23 on pages 4710 19,

None of the directors had any material interest, at any time during the year, in any contract
of significance with thc company or any of its subsidiaries.

Directors' and Officers’ Liability insurance During the financial year ended 26 February 1994
the company had directors’ and officers’ tiability insurance in force.

Employment Policies The ability of the group 1o achieve its objectives is dependent upon
the contribution of empluyees throughcut the group with employees being actively encouraged to
increase their contributior wherever they are working.

The provision of first class service o customers is a key business priority which is supported
by ongoing training programmes that focus on ensuring our cmployees under<tand our customer
service objectives and strive to achicve them.



The group’s selection, training, deveiopment and promotior policies provide for eyual
oppertunities for all employees regardiess of gender, marital status, race, age or disability with all
decisioas heing based on merit.

Internal communications, which include a staff magazine, videos and staff briefing sessions
are designed to ensure that employees are well informed about the business of the' group. Research of
staff attitudes is carried out frequently through surveys and store visits so we can respond positively
to their needs, ‘

Employees are encouraged to become involved in the financial performance of the group
through a variety of schemes. The principal schemes are the Tesco Employee Profit Sharing Scheme
and the Savings-Related Share Option Scheme.

Empioyee Profit Sharing The company has established a discretionary trust for the benefit ofs s

cmployees known as The Tesco Employee Trust with Barclays Private Bank & Trust (Isle of Man)
Limited as the trustee. The principal rele of the trust is to purchase shares in order to satisfy the
company’s profit sharing scheme requirements,

Political and Charitable Donations Contributions 1o charity via the Tesco Charity Trust and to
communily projects amounted to £285,000 (1993 ~ £278,000). There were no political donations.

Income and Corporation Taxes Act 1988 The company is not a close company for the purposes
of this Act. This status has not changed from the end of the period to the date of this report.

Auditors Price Waterhouse have expressed their willingness to continue in office. In accordance
with section 384 of the Companies Act 1985 a resolution proposing the re-appointment of Price
Waterhouse 1s auditors of the company will be put to the Annual General Meeting.

Annual General Meeting A separate circular accompanying the Annual Report and Accounts
explains the ordinary and special business to be considered at the Annual General Meeting on 20 May
1994,

This report was approved by the Board on 11 April 1994,

By Ocder of the Board Tesco PLC
Rowrley Ager & (Y /t Registered Number:
Secretary 445790
11 April 1994
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Group profit and loss account

30 Tt

$2 weeks ended 26 February 1994

Sales at net selling prices
Continuing operations
Acquisitions

s e e — -

Value added tax,

Turnover exeluding vatue added tax
Continuing operations
Acquisitions

Cost of sales
Gross profit
Administration expenses
Employce profit sharing

Operating profit

Continuing operations
Acquisitions

Net loss on disposal of propertics
Tnterest receivable less payable

Profit on ordinary activitles before taxation

Profit before loss on disposal of properties
Net loss on disposal of properties '

Tax on profit on ordinary activities

Profit on ordinary activities after taxation

Minarity interests -
Profit for the financial year
Dividends

Retained profit for the financial year

Earnings per share
Adjustment for loss on disposal of propenies after raxation
Adjusted earnings per share excluding

loss on disposal of preperties

Fully diiuted earnings per share
Adjustment for loss on disposal of propertics after taxation
Adjusted fully diluted earnings per share

excluding loss on disposal of properties

Dividends per share

244

[{%)

tas

1.4&3

8

10

10

10

1594 1833
(Restated)
. im o im
8,966.5 812% 5
L4802 -
9,246.7 81285
. 6ags 5478
83erd 18815
2528 -
* Y5999 75818
7.878.0 6,871.9
7419 709.6
178.1 155.3
,.226 255
[B13.0 528
.82 -
521.2 528.8
(92.9) {2.3)
7.2 3Ls
{5284 5603
+  {92,9) 2.3)
435.5 558.0
- 1367 1633
298.8 3947
0.6 -
298.2 354.7
152.1 138.7
146.1 256.0
- Pon(e ponce
15,22 20.28
05 0a2
19.27 20,40
15.06 19.78
3,74 0.11
18.80 19.89
7.75 710

Accounting policics and notes forming pant of these financial statements are on pages 34 1o 53,

All group operations for the financial period are continuing,
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32 weeks ended 26 February 1994

S

Retalned profit for the financial year

Gain on foreign cumrency translation

Total recognised gains and losses
relating to the financial year

Prior period adjustment -

Total gains and losses recognised
since last Annual Report

Nite )

Group Cemyany
1594 1933 1634 1533
(Restated)
m Em ~ Im o im
145,1 2804 £4.% LIRS
1.5 0 2 ) -
147.6 2862 LER 101
. (594)
582
.

« -

TEECO RO

Statement of total recognised gains and losses

-

Reconciliation of movements in shareholders’ funds

52 sweeks ended 26 February 1994

Profit for the finandial year
Dividends

Gain on foreign currency transtation

New share capital subscribed less expenses
Payment of dividends by shares in licu of cash
Goodwill arising on acquisition

Net addition to shareholders’ funds

Shareholders funds at 27 February 1993
restated for prior perfod adjustment

Shareholders’ funds at 26 February 1934

Note

I e DU I N

Greups Cempany

¢ 1984 19%3 1894 1533
{Regtatnd)

Sk tm
238.2 a7 186.2 1458
L1521 1387 qs2a AT
TR e T T e
1.5 02 - -
8.3 207 8.3 07
137 6.1 7.7 Bl
L N -
§53 2830 * §0.1 369
26935 24105 15351 14982
27488 26935 T 15953 15381

Accounting policies end notes forming part of these financial statements are on pages 24 to 53,

’
.
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r Tesco e’

Balance -sheets

Group Lempony
1534 157 1954 1533
{Regrated]
20 Fefrwars Jed L £ tv £m £
Furod Assety
Tangbo aeasts 4 44400 e =
T entemtents 23 %1 €4 1973 04
28459 LRVGE 1973 4
Debtars
Aminents falunn dur afot g we Ui W 0 q G e 27618 @R
Current Assels
Stk tpouds for qemale 253 0 S 1) 5.:' - - -
03 G L4 w05 458 36387 1394
Moy trarhed s tionly and Sryeathe b 539 2T €04 28
ot s banh oind on dad L4 . -
¥ § . sAN4 4542 3.5
Creditors y
Anpaten Fdlmp dae ko o w2 A L2359 GERLT w206 307
Net current labinig a2y (RN {526 4) i 2
Totat sssats Joss carnent HabiZities LEass AR 24027 20662
Creditots
sty fablen dove whiny euone e ool ey i 350 #59Y O 3225
Pravisions for latitties and chatges Ve 349 88 66.1 36
“ LI 2R 45852 18351
Capital and Rosaryes
Called up share czpuld) i 982 28 982 978
SHu [REER Sy o4 83539 g 939.9 H2423
. {jnhee ronores ad N6 EVAS - o
Profit ond bans aseoen) o4 (AR AR 4579 5150
g . . LMBE 24N ,3952 1,535
hlinasty tnloiess < et 28 T
AN ufﬁ__);{,t@‘*,ﬁ 1.505.2 15351

Ser dans Maptandd £ @M’W\« *

DERedCA X .

¥ : \
{iteetny
Sinanca Graremetits apga e oy P N g DL

Accounting polizes and nates Fomming pavs of these hazneial s1aRmREI ATE T PARTL (% R ]



52 wecks ended 26 February 994
Net cash inflow from operating activities

Returns on investments and servicing of finance
Lneerest received

Interest paid

Inierest element of finance lease rental payments
Duvidends paid

Net cash outflow from returns on investmens and servicing of finance

Taxation
Corporation tax paid (including advance carporation tax)

Investing activities

Payments to acquice tangible fixed asscts

Receipts from sale of tangible fixad assets

Purchase of subsidiary undertaking

DecreaseX{Increase) in investment in associnted undertaking

Het cash outflow from investing activities
Net cash outflow before finandng

financing :

Ordinary shares issued for cash

Issue of 8%% bonds

New finance Jeases

Increase in other loans

Capital element of finance leases repaid
Decsease in short-term deposits

Expenses paid in conncetion with share issues

Net cash inflaw from financing

Decrease in cash and cash equivalents

b

TESCOPLE

Group cash flow statement

1924 1693
{Restated)
Note . Em ~im
29 821.4 39 4
97.9 89.1
(95.5) 7.3
(7.4) (8.04
{52 - dann
{140.2) (157.3)

o TE e i - L S

\ -

{108.9) {93 6)
(723.5) (6D5.1)
57.3 Bl.6
30 (158.3) -
L SO
837y 5200
(251.4)  (140.9)
8.9 212
200.0 -~
12.6 264
. 04 1.8
(33.9) (30.3)
60.4 532
B (-
s M1 N
33 {3.9) {0
RPN oo SN 0

Accounting policies and niotes forming part of these financial statements are on pages 34 to 53.
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TESCO PLC

Accounting policies .

Basis of Financial Statements The financial stalements have been prepared in accordance with
applicable accounting standards, under (he historical cost convention, and are in accordance with the
Conipanies Act 1985, .

Basis of Consolidation The group profit and loss account and balance sheet consist of the financial
statements of the parent company and its subsidiary undertakings, all of which are made up 10 oF
around 26 February 1994 apart from Ets. Catteau S.A. which has a 31 December 1993 year-end. In the
opinion of the directors it is necessary for the French company to prepare accounts 0 an accounting
date eartier than the rest of the group to enable the timely publication of the group financial statements,

Any excess or deficiency of purchase consideration in relation to the fair salue of auriburable
net assets of subsidiary undertakings at the date of scquisition is adjusted on reserves.

The group's share of associated undertakings’ profits/losses is included in the group
profit and loss account and added to the cost of investments in the balance sheet. The accounting
policies of associated undertakings are adjusted on consolidation to achieve consistent grnup
accounting policies. )

Stocks Stocks are vajued on the basis of first in first out at the lower of cost and net realisable vl &,
Stocks in stores are calculated at retail prices and reduced by appropriate margins to the lower of wust
and net realisable value,

Money Market investments Money market investinents are stated at £ost except as stated in
note 14. All income from these investments is included in the profit and loss account as interest
receivable and similar income.
Fixed Assets and Depreciation Fixed asscts jnclude amounts in respect of interest paid, net of
taxation, on funds specifically related to the financing of assets in the course of construction.
Depreciation is provided on an cqual annug! instalment basis over the anticipated uscful
working lives of the assets, after they have been brought into use, at the following rates:
Land premiums paid in-excess of the aliernative usy value on acquisition - at 4% on cost.
Freehold and feaschold buildings with greater than 40 years unexpired ~ at 2.5% on cost.
Leaschold properties with ler  than 40 years unexpired arc amortised by cqual annual instal-
ments over the uncxpired penod of the lease.
Plant, equipment, fixtures and fittings and motor vehicles — at rates varying from 106
to 33%.

Leasing Plant, cquipment and fixtares and fittings which are the subject of finance leases are dealt
with in the financial statements as tangible assets and equivalent liabilities at what would otherwise
have been the cost of outright purchase.

Rentals are apportioned between reductions of the respective liabilities and finance charges,
the latter being calculated by reference to the rates of interest implicit in the leases. The finance
charges are dealt with under interest payable in the profit and loss account.

Leased assets ase depreciated in accordance with the depreciation accounting policy over
the anticipated working lives of the assets which gencrally correspond 1o the primary rental periods.



The cost of operating leases in respect of land and buildings and other assets are expensed
as incurred.

Deferred Taxation and Advance Corporation Tax Deferred taxation is pro\:'ided on accelerated
capital allowances and other timing differences, only to the extent that it is probable that a liability
will erystaltise. '

Surplus advance corporation tax on dividends paid and proposed, which is expzcted to be
recoverable, is included within debtors.

Pensions The expected cost of pensions in respect of the group’s defined benefit pension scheme is
charged to the profit and loss account over the working lifetimes of employees in the scheme.
Actuarial surpluses and deficits are spread over the expected remaining working lifetimes of employees.

Post-Retirement Benefits other than.Pensions The cosl of providing other post-retirement
benefits, which comprise private healtheare, is charged to the prolit and loss account so as 1o spread
the cost over the service Jives of relevant employees in accordance with the advice of qualified actu-
aries. Actuarial surpluses and deficits are spread over the cXpected remaining working lifetimes of
relevant employees.

Foreign Currencies Assets and liabilities in foreign currencies are transiated into sterking at the
financial year-end exchange rates. Profits and losses of overscas subsidiaries are translated into ster-
ling at average rates of exchange.

Gains and losses arising on the translation of the net assets of overscas subsidiarics are taken
to rescrves, less exchange differences arising on related foreign currency Borrowings. Other exchange
differences are taken to the profit and loss account.

TESCOPLC
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Note !

Segmental
Analysis of
Turnover, Profit
and Net Assets

o, Lot s o et R T e T D ———— IR e G i

The group’s operations of food retailing and associated activities are carried out in the Ut jted Kingdom and France.

1994 1993
{Restated) (Restated)
Ternover Profit Assets  Turnover Profit Assets
fm fm £m fm Iim fm
Continuing operations .
Food retailing - United Kingdom 8.347.1 513.0 3,408.7 75813 5788 3,1646
Food retailing — France ' 2528 8.2 78 - = -
TB599.8 S bRl T
Operating Profit 521.2 - 528.8
Net Joss on sale of propertizs {92.9) (2.3)
Interest receivable fess payable 7.2 315
Profit on ordinary activities T T
before taxation 4355 558.0
Capital Employed 3,484.5 3,164.6
Net borrowings (note 17) .. (735.7) (471.1)
Net Assets 2,748.8 2,693.5

The analysis of capital employed by geographical area is calculated on net assets excluding net borrowings.
Inter-segmental turnover between thie geographical areas of business is not material.

Tumover is disclosed by origin. There is no material difference in wmover by destination.

L3

Noie2  Analysis of

L

Continuing
Operations

36 BEEINNN

1994 1993

(Restaled)
Continulng operations Continuing operations
Acqui- - Acqui-

. sitions Total sitions Total

~ £m £m £m fm fm £m

Turnover 8,347.1 252.8 §,599.8 7,581 - - 7.581.5
Cost of sales 76402 2378 78780 68719 - 68719
Gross Profit 706.9 15.0 721.8 709.6 - 709.6
Administration cxpenses 171.3 6.8 178.1 1553 - 155.3
Employee profit sharing 228 e 226 285 - 25.5
Operating Profit 513.0 B.2 521.2 328.8 - 328.8
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NoteJ  Employee Profit  This represents the amount aliocated 1o the trustees of the profit sharing scheme and is based on the United Kingdom
Sharing profit after interest before net loss on disposal of properties and 1axation.
Noted  Profiton Opzrating profitis stated after Eharg}ﬁg the ‘I'o-llowing: o -
Ordinary 1994 1992
Activities fm im
Depreciation and amortisation {a) 213.3 1502
Operating lease costs 81.4 m.7
Auditors’ remuncration (b) 0.4 03
Employment cests (note 6a) 861.3 7646
Net loss on disposal of properties (¢} - . w529 w23
Cost of s2les includes warehouse and teansportation casls and ull store operating costs.
4) Following a reassgssment of the estimated uselul lives of the group’s building assets the directors have decided
t provide depreciation on frechold and leasehold buildings with greater than 40 years unexpired at the rate of 245
of cost, per annum starting on 28 February 1993, This change has resulted in an additional depreciation charge
against aperating profit of £36.4m.
This change docs not constitute a change in accounting policy under the ferms of Statement of Standard Accounting
Practice 12 and consequently no prior period adjustment has been made.
Depreciation and amortisation also includes a charge of £32.Imin fespect of the amontisation of land premiums (note 5),
b) The auditors also received £0.9m (1993 - £0.3m) in respect of non-audit services of which £0.4m (1993 - mi)
related to the acquisition of overseas operations.
c) Following a decision by the dircctors to reduce the level of the future store opening programme, the current
portiolio of land and commitments in respect of land for foture development has been reviewed and a smal)
proportion is now assassed as surplus (o requirements. A sum of £85m has been provided and charged in the year
against loss on disposal of propertics in order to reduce the balance sheet value of these sites to their estimated net
realisable value. In addition. after the offset of profits of £15.0m (1993 - £13.3m), a net loss of £7.9m has been
made in respect of other property disposals (1993 - £2.3m),
Note5  Prior Period The prior period adjustment arises from the change in accounting policy 1o amortise the premivms paid to acquire
Adjustment food superstore sites over the estimated trading life of the superstore,
. Undet the new policy the premiums paid for land in exeess of the altemative use values on acquisition, which
reflect the additional return that may be earned from operating food superstores on such sites, are being amortised
in equal annual instalments over a period of 25 years from the date of store opening. This results in a charge o
operating profit in the year of £32,1m (1993 — £22.9m, 1992 and prior — £36.5m).
Woie6  Employment 1994 1993
Costs a) Employmant costs during the year ’ £m fm
Whages and safarics 7648.5 686.1
Social security costs 56,3 465
Other pension costs (note 25) R I
861.3 S

b) Number of persons employed
The average number of employees per week during the year was: UK 90,926 (1993 - 86.060), France 2413 A vhe
average number of full time equivalents was: UK 60,199 (1993 - 58,046), France 2,175,

¢} Divectors’ emoluments .
The remuneration of executive directors is determined by the Remuneration Committee, constituted in accordance
with the Cadbury Committee Code of Best Practice.

U
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Noi 6 Employment Aggregate emoluments of the directors of the parent company were as foitows:
Costs
comtinred
Directors' emoluments
Performance related incentive payments
1987 scheme (d)
1993 scheme (d) - short tenm bonuses
- tong term bonuses
. Pension contributions (inclading - £151,000 in respect of the Chairman (1993 - £148,000))

15954
£000

3,523

418
34y

758
5,047

1993
£000
3.208

1,408

5308

-

The comparative performance related incentive payments of £1.4m shown for 1992/93 represems the entittement

in 1992/93 under the 1987 scheme, in respect of the three year eyele from 1990/91 10 1992493, Overt
period carnings per share grew by 57%. The amount of £1.4m was charged against

his three year
profit in those three years.

The emolumenis, excluding pension contributions, of the Chairman, who was aivo the highest paid director, are

analysed as follows:

Emoluments
Performance related incentive payments
1987 schieme (6}
1993 scheme (4} - short tcrm bonuses
- long term bonuscs

1994

£000

635

-

87
72
794

1993
£GG0
624

343

967

Other directors* aggregate cmoluments, excluding pension contributions but including, where appropriate,

payments under the petformance related incentive scheme, fall within the following scales:

From £10,00] 10 £55,000
From £20,001 to £25,000
from £25,001 to £30,000
From £30,001 to £35,000
From £35,001 to £40,000 .,
rom £90,001 10 £95,000
From £05,00] o £100,000
From £225,001 10 £230,000
From £230,001 10 £235,000
From £290,001 10 £295,000
From £295,001 to £500,000
From £350,001 to £315,000
From £335,001 to £340,000
From £355,001 to £360,000
From £360,001 1o £365,000
From £405,001 to £410,000
From £430,001 to £435,000
From £435,001 10 £440,000
From £455,001 to £460,000
From £530,001 to £535,000
From £555,001 to £560,000
From £610,001 to £615,000
From £745,001 1o £750,000

*Includes performance related incentive payments under the 1987 incertive scheme (sec (d) below).
+Inciudes performance related incentive payments under the 1993 incentive scheme {

Details of share options granied to directors ar piven in note 23,

38 1168111

Number of directors

1994 15983
1 -
- 3
a4 -
- ]
1 -
- 2
- 1
- 1
1 -
1+ -
1t -
1% -
11 -
- lt
— ii
- lt
1% -
1t -
- lt
- 1*
1t -
- 1*

see (d) below)
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Note 6 Employment d) Executive Incentive Scheme ’

Costs A pew executive incentive scheme was introduced in March 1993 to replace the former performance related

continued 1centive scheme established in 1987 for exceutive directors of the company. The new scheme also covers the
directors of the company’s principal trading subsidiary, Tesco Stores Limited,
Short term share bonuses are awarded based on improvements in carnings per share and on the achievemen: of
strategic corporate goals. The maximum shost term bonus payable is 25% of salary which is augmented by a further
124% if the panticipants elect for the Trustees of the scheme to retsin the fully paid ordinary shares awarded for a
minimum period of two years,

' Long term share bonuses are award~d based on improvements in earnings per share gachicaenient of strategic
carporate goals and comparative perforuance against peer companies. The maximum long term bonus is 25% of
salary, Shares awnrded have to be held fo. a period of four years,

Note 7 Interest 1994 1993
£m fm

"nterest receivable and similar income on maney market investments and deposits ...943 891

Deduct interest payable on;

Short-term bank leans and overdrafis repayable within 5 years (33.1) (59.4)
Finance charges payable on finance leases (7.4) (8.1)
9% Convertible capital bond 2005 (17.9) {17.9)
4% Unsecured deep discount loan stock 2006 (a) (7.1} (6.8)
E.C.8.C. ioans 1996-1998 (a.1) (6.8)
10%4% Bands 2602 {20.7) (20.6)
%% Deep discount bond 2012 (b) (6.5) 5.7
%" Bonds 2003 (2.4) -
‘aferest capitalised 52.1 67.1
- (47.1) (52.6)

7.2 315

a} Intzrest payable on the 45 unsecured deep discount loan stock 2006 includes £2.0m“(l993 - £1,8m} of discount
amontisation.

b) Interest payable on the %9 deep discount bond 2012 includas £6.5m (1993 = £5.6t) of discount amortisation.
¢) Included within interest receivablz © an amount of £1.7m representing the increase in value during the period of
the call option against the Tesco PLC 104¢ ¥ ns 2002 (see note 14).

d) Included within interest receivable is .« . nount of £13.1m: representing the allocation to the year ended
26 February 1994 of capital gains arising on the tenmination of interest rate swaps (sce note 15),

VERSOAT an
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More 8 Taxation
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United Kingdom taxation:
Corporation tax at 33.0% (1993 - 33.0%)
Prior year nems
Deferred taxation

Overszas taxation:
Corporate Laxes

e w e e e oy ammSeT seSSXTTSR T

1084 1503

fm fm
127.5 135.1
(8.5) 28
w2 %2
134.2 163.1
25 .02
136.7 163.3

- e

—

The corporation tax charge reflects lux relief of £13.4m in respect of Joss on disposal of prepertiss (nofe 4.}

pue—.

Nowe 9 Dividends

T AR, AT i e T TR b

Declared interim — 2.45p per share (1993 — 2.23p)
Proposed fical - 5.30p per share (1993 - 4.85p)

e kmm oA E——— T XY TSI S

. T ST

1984 1593

£m £m

47.9 4379
a2 930
152.1 1387

Note 10 Earnings Pet
Share and Fudy
Dilited Earnings

Per Share

weadmwl

a) The camings per share and fully dituted eamirigs per shore excluding

s — e ]

net foss on disposal of propertics have been

calculated in addition 1o the disclosures required by SSAP3 and FRS3 since, in the opinion of the directars, this
will allow sharcholders 1o consides the results of the trading operations of the busiucss.

b) The calculation of the earmngs per share, including and excluding net loss en disposal of propenics, is based
on the profit on ordinary activities after,taxation and after minority interests divided by the weighted sverage
number of ordinary shares in issue during the year of 1,359,652,480 (1993 — 1,946,444,226).

¢) The ed! ulat.on of fuliy diluted camings per share, including and excluding net loss on disposal of propenties,
is based on the profit on ordinary activities after taxation and afier ndding:
i) the savings of interest net of corporation tax an the 952 convertible bondg, assuming that they were converted

in fuli inio ordinary sharcs on the first day of the financial year,

ii) thc interest income net of comporation tax which would have arisen had all the various ordinary share options

granted under the company’s varjous schemes baen exercised an the

first day of the financial v.2sx, or at the dale

geanted if Tater, and the proceeds invested in 2244 Consolidated Sthck on that day.

Tt amiount so derived has been divided by the number of ordinary shares in issve at the beginning of the year
together with the weighted average number of ordinary shares assumied 1o have beer, issued as indicated above,
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Assets
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Cost
AL 27 February 1992
Currency translation
dditions st cost (a)
Purchase of subsidiary undertaking

Dedurz disposals
At 26 February 1994

Depreciation and amortisation

AL 27 February 1993 (Restated)

Currency translation

Charge for period

Provision for permanent diminution in value
Purchase of subsidiary undenaking

IJeduct disposals
At 26 February 1954

Net book valus (b}
Al 26 February 1994
AL 27 February 1993 {Restayed)

Capital work In progress included above (c)
AL26 February 1994
AL 27 February 1993

Notas

Plant
Equinment
Total Fintures &
Land and Fittings and
Ruildings Vehicles Total
fm Lm fm
3.556.3 1,039.6 4,595.9
(2.0) (1.9) (3.9)
581.8 197.5 779.3
S S £ ©. N .
42138 1.306.6 55204
. D 364 .. 805
41697  1,270.2 5439.9
101.9 5597 661.6
(0.4) (1.1) (1.5)
81.7 131.6 213.3
85.0 - 850
133 42.7 560
2815 7328 1,014.4
- 155 15.3
281.5 717.6 9991
3,888.2 5526 44408
34544 479.9 3,934.3
1739 20.8 195.7
9.6 10.3 2019

) Inuludes £35.Lm (1993 ~ £46,1m) in respect of interest eapitadised net of tax relicf of £16.6m (1993 = £21.3m)

principally‘relating to lard and building assets.

b) Net book value includes interest capitalised, net of tax relief, and plant, equipment, fixtures and fittings and
vehicles subject to finance Jeases. The amount inctuded in respect of capitalised interest, nel of tax relief, at
26 February 1994 is £235.6m (1993 - £207.2m). The nmount included in respect of plant, equipment, fixwires and

fittings and vehicles subject to finance leasis is:

AL 27 February 1993
Mavement in the pericd .
AL 26 February 1994

¢) Capitai work in progress does not include land.

d) The net book value of land and buildings comprises:

Frechoid

Leng tezsehold — 50 years or more
Short leaschold = less thun 50 years
At 26 Febiruary 1994

Net book

Cost  Depreclaticn Valur
£m £m £m
1692 LN 94.5
99 21.1 (11.2)
179.1 05.8 83.3
1994 1993

(Restated)

£m fm

3,313.1 2,872.6

473.9 4722
o2 16

38282 34544

I
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Note 12 Investments

o
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Group Company

1954 1993 1994 1993
,Em fm fm im

Subsidiary undentakings - shares at cost,
less amounts written off {a) - - 192.6 14.9
Associated undertakings ~ at cost less provisions (b) 4.7 55 4.7 535
Other investments LA
5.1 5.5 1973 204

Movements on investments principally relate to the acquisition of Ets. Catteau S.A. (note 30).

) The company’s principal operating subsidiary undertakings are:

Share of ™ Country of

Business Equity Capital Incorporation

Tesco Stores Limited Food retail ' 100% Registered in England
Tesco Propeny Holdings Limited Property investment 100% Registered in England
Tesco Insurance Limited Insurance 100% Guemnsey
Tesco Stores Hong Rong Limited Purchasing 100% Hong Kong
Teeco Capital Limited Finance 100%* Jersey
Spen Hill Propertics Limited Propenty development 1005 Registered in England
Ets. Catteau S.A. Food retail 95% France

Ail subsidiary enderiakings operate in their country of incorporation, apart from Tesco Capital Limited which is
controlied and managed in the United Kingdom.

Subsidiary undertakings marked * are owned directly by Tesco PLC.

b) The group has one associated nadertaking, Shapping Centres Limited, in which the group owns 50% of the
aflotted ordinary and preference share capital (1993 ~ 50%). The main activity of the company is property
investnent and it operates and s registered in England,

The net borrowings of the associated undertaking, as at 26 February 1994, were as follows:

1994 1953
fm £m
Cash and deposits 20.5 204
Terin bank loan ~ repayable 1999 - (48.0) (48.0)
Drebenture stock ~ repayable 2001 {32.00 {20.8)
Other loans {£10m from groujp undertakings) 120.0) {20.0)
. {79.5) (7.7

There is no recoursc to group companics in respect of the borrowings of the associated undertaking, apart from
£1,0n (1993 — £1.0m) which has ixcen guaranteed by Tesco PLC (nute 28),

Notr 13 Daobtors

a2 fittn

Group Company
1994 1993 1954 1993
£m Em im f£m
Debtors falling due after one year
Arnounis vwed by group undertakings - - 2,750.0 2,050.0
Advance eorportior {ax recoverable 1.8 2.0 1.8 -
Other deblars T v O - =~
1.8 2.5 2,751;_8 2,050.0
Debtors falling due within ore year
Amounts owed by group undertakings - - 153.9 1269
Prepayments and acerued income 347 13.9 2099 18.3
Other debteus .._.558 319 . - ..
90.5 45.8 363.8 1394
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Nate 14 Money Market
Investments and
Deposits

— T A et e -, = - = = = N - = = - oen

TESCO pLC

Company

Group
1494 1593 1994 1553
£m £m £m fm
Moncy market deposits 85.6 237.8 67.1 2263
Bonds and certificates of deposit
(market value £133m, 1993 - £1.§m) 3318 33 8
989 T Higg 80.4 2281

Included within money market deposits s a call option amounting to £36.2m w
commercial terms and which gives the company the right to acquire £100m of the

tuech was perchased on normal
Tesco PLC 1045 bonds 2002,

Itis exercisable at cerain dates up to 28 January 2002 at an exercise price that is linked to € net preseriivalue of
the remaining interast payable on thesc bonds, Accerdingly, the exercise price reduces duning the period up 1o
28 January 2002 resulting in an inerease in the valye of the call option. This increase in value is reflected in the
cartying amount of the asset and js credited to interest receivable in the profit and loss account on an actuanal basis,

Nowe 15 Creditors -
Amounts falling
due within
one year

T Ry

—— e -t s

Group Company
. 1994 1993 1934 1593
£m £m fm im
Amounts owed to group undertakings - - 344.4 -
Bank loans and overdrafis (a) 8.5 40.1 505.1 2499
Finance ieases (note 20} 21,9 309 - -
Tradie creditors 593.0 505.0 - -
Comoration tax (b) 117.5 116.3 3.4 7.7
Other taxation and sacial security 574 213 0.4 0.7
Orher ¢reditors 214.7 178.3 294 [6.5
Accruals and deferred income (c) 118.7 63.3 3.7 v
Propesed finat dividend 1042 95.0 104.2 95.0
1,235.9 1.055.7 990.6 371.7

a} Bank deposits ar subsidiary undenakings of £505,1m (1993 - £209.8m) have bee

parent campany under a legal right of sei-off,

Y

n offset against borrowings in the

b) The corporation rax liability represents ihe churge for the year after deducting tax relief for capitalised interest and

advance corporation (ax recoverable,

¢) During the year a subsidiary undentaking terminated certain interest rute swaps. Where the group has entered into
new swaps for a similar perind the gains of £45.3m are being amortised over the lives of the replacement
instruments, Accruals and deferred income at 26 February 1994 includs £5.2m atiributable to these reatised gains
with £38.4m being included in creditors - amoniits fatting due afier more than one year {note 16).
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Nate 19 Creditors -

Amaunts falling
due after more

than one year

44 Unsecured deep discount foan stock 2006 (a)

Fiaance leases {note 20)
1047 Bends 2002 (L)

%% Deep discount bond 2012 (c)

844 Bonds 2003 (d)
E.C.5.C. loans 1996 - 1998 {¢)

Cther loans

Amounis owed to group undertakings
Accruals and deferred income (note 15 {¢))

Convertible capiral bond (nate 18}

s to the financial statements commes

Group Company

1994 1993 1994 18493
. fm £m £m {m
72.8 708 72.8 TWE
40.8 45.1 - -
200.0 200,0 200.0 20100
50.0 30.0 63.2 567
200.0 - 200.0 -
79.2 73.8 5.4 -
.2 O SO
"7651.6 97541 1275
- - 200.0 2006

38.4 Il - .
$80.0  439.7 741.4 527.5
L2000 0 200 g =
890.0 T 630 741.4 5215

1) The 4% unsecured deep discount loan stock is redeemable at a par value of £125m in 2006,
B The 10%5 bonds rre redeemnble at a par value of £200m in 2002,
2} The %% deep discount bond is redeemable at a par value of £428.9m in 2012, The redemption value as at
w1 bruary 1994 is £63.2m (1993 ~ £56.7m) against which = deposit balanc- wity the same bank of £13.2m
(93 - F5,7m) has been offsct under a legal right of set-off,

e

o) 'The #'45 bonds are redeemable at a par value of £200m 1n 2003,
2} K 7°.5.C. refers to the Evropean Coal o

nd

Steel Community.

Notwe 17 Net

Borrowings

a4 1IN

Due within one year
Bank and other loans

Finance leases

Due within one to two years
Bank and other loans '

Finanece leases

bl

bue within two to five years
Bank and other foans

Finance leases

Due wholly or in part by instalments
after five years

Finance lcuses

Due otherwise than by Inctalments
after five years

Pank and nther loans
Convertible eapital bend

Tota} buriowings

Cnsh at bank and in fand

Money market investiments and deposits

Net borrowings

1994
£m

8.5
21.9

16,9

79.2

16.1

7.8

5316

Group

2000

882,0

47.4

988

7357

IR

1993
£m

40,1
0.9

19.8
735
237

1.6

3208

000

7107

=

230.0

Company
1994 1993
£m fm
5051 249.9
5.4 -
536.0 3205
1,046.5 a77.4
-1 IO 1
866.1 349.3
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Note 18 Convertible
Capital Bond
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In July 1990 the group issued £200,000,000 of %% coavesuble capital bonds, The convertible eopital bonds are
convernible into fully paid 9% exchangeable receemable preference shares due 2005 in Tesco Capital Litted
which are guaranteed on a subordinated basis by, and are exchangeable for fully paid erdinary shares in, Tesco
PLC ar an exchange price of £2.51 per ordinary shire (sfter adjustment to take acenunt of the 1991 nghts issue).

Note 19 Provisions for
Liabilities and
Charges

T S T T o e YR WAL Y I M S st TR e S Tn AT © « ey e T8 Mg £ e -

Potential amount
for deferred tax on

Amount Provided all timing differences
1594 1993 1594 1993
* Em £m £mn £m

Deferred taxation - group . e -
Excess capital allowances over depreciation 19.0 190 1374 68.1
Capital gains deferred by rollover relief - - 21.8 18.8
Short-term thning ditferences _._150 598 149 55.8
94.0 78.8 233.8 146.7

Deferred taxauon balances in Tesco PLC relate to short-term timing differences,
Where possible taxation on capital gains.has been or will be deferred by rollover relief under the provisions of the
Taxes Acts.

Nete 20 Leasing
Commitrmients

Je— g

a) Finance Leases
"The future minimum finance lease payments to which the group was committed at 26 February 1994 and which

have been guaranteed by Tesco PLC are: £m
Gross rental obligations 78.0
Deduct finance chasges allocated to futere periods 153
&7
. 1934 1993
fm £m

Nei amounts payable are:
Within one year 21.9 30.9
Between‘one and five years - 33.0 43.5
After five years 7.8 1.6

62.7 76.0

b) Operating Leases
Group commitments during the year 1o 25 February 1995 in lerms of lease agreements *xpiring are as follows:

1994 1993

im fm

Within one year 0.9 0.5
Between one and five vears 6.2 7.3
Beyond five years L0 T ..
89.0 77.0

TULELSL 45
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Nore 21 Called Up
Share Capital

Authorised: £135,500,000 (1993 = £335,500,000) Ordinary shares of 5p each

Allotted, issued and fully paid: . ~ Humber (m
Issued at 27 February 1993 1,955.162,318 Y7 g
Serip dividend election 3.553,458 0l
Share opicns exercised _A819941 03
Issued at 26 February 1994 §.904.565.717 082

Between 26 February 1994 and 1} April 1994, options on 42,423 ecdinary shares and 164,596 ordinary shares
have been exercised under the terms of the Savings-Related Share Option Sclieme {1981) and the Executive Share
Option Scheme (1984) respectively.

- o ad ——
As at 26 February 1994 the directors were authorised 1o puichase up to a maximum in aggregate of 196,456,571
ordinary shares,

Noie 22 Share Options

a} Company Schames
The company had we principat share option schemes in operation during the year:

i} The Savings-Related Share Option Scheme (1981) permits the grant 10 employecs of options in respeet of
ordinary shares linked to 2 building society/bank save-as-you-carn contract for a 1erm of five years with
contributiens from employces of an amount between £10 and £250 per month. Options are capable of being
exercised at the end of th five year period at a subscription price not less than 80% of the middle market
quotation of an ordinary share immediately prior te the date of grant.

if) The Executive Share Option Scheme (1984) permits the grant of options in respect of ordinary shares to
selected executives. Options are generally exercisable between three and ten years from the date of grant ata
subscription price determined by the Board buf net less than the middle market quolation within the period of
30 days prior to the date of grant. Some options have been granted at a discount of 155 of the standard option
price but the option holder may only take advantage of that discount if, in accordance with investor protection
ABI guidetines, certain targets relaled to earnings per share are achieved,

The company has pranted outstanding options in connection with the vwo schemes as follows:

Savings-Related Share Option Scheme (1981)

Number of Shares
Date of executives and  under option Subscription
grant R it e e oom © oo .. Gmployees 260294 price p
02.06 89 ' e 2937 3252813 148.5
02.11.89 3.586 5,507,444 1543
(1.06.90 4,514 S,67.,7142 1523
24.05.91 6,543 5451512 2200
24.10.91 7.699 8.547,948 204.0
20,10,92 11978 16,730,312 174.0

22,1093 14,751 12,291,787 161.0
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Nere 22 Share Options Excrutive Sharm Option Scheme (1984)
continved

Shares
Date of Number of underoption  Substription
grant e cxocutives /0224  prcep
17.12.84 coTTTm e 53 385,915 682
02.08.85 7 29.630 79.2
16.12,85 5 33,235 95.4
21.07.86 7 192,453 1228
06.07.87 207 2,147,633 177.9
03.06.88 12 682491 43.6
- | s -
02.06.89 ~ 14 613,071 165.0
01.11.89 ' 1708 9,157.096 192.1
29.05.90 2 614,508 1903
22,1090 6 185,050 £18.5
17.05.91 30 2,673,858 27940
22,1094 3 30,000 254.0
29.05.92 749 11,343,787 7.0
29.10.92 . 11 661.620 217.0
27.05.93 23 1,314,077 217.0
I1.10.53 4 190,184 2100

The subscription price and number of shares have been adjusied as a resuit of the rights issues in 1985 and 1991
and the capitalisation issue in 1987 as appropriate.

Vore 23 Directors’ Share Options granted to directors tn the financial year
Interests
Savings-Related Share Executive Share Option
Option Scheme {1951) Scheme {1934)
. Numbecofshares ~ _ Number of shares
Sir [an MacLaurin - - 27,650
Mr A D Malpas - - 0097
. MrR S Ager 4,285 53,204
Mr J Gildersleeve - 14,747
MrT P Leahy - 68,203
Mr D E Reid - 14,746
MrJ M Wemms - 36.566

The exceutive share option scheme subscription price was 217p und the options lapse in May 2003,

The savings-refated share option scheme subseription price was [61p and the aption matures in February 1999,

L L L L)
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Directors'
Interests
contmned

Noge 23 Share Options exercised by directors in tha finandial year

Executive Share
Option Scheme (1984)

Subscription
mrice per share

Ny T e ~u—il.ETPQL9_L5hME§ﬂ R L
MrRS Ager " e e el
Mre D C Tuffin 178,831 143.6 - 1779

T A T e e T s e ey e T IS Ty e ez R T

Savings-Related Share
Qptica Schaine (1981)

Share Options held by directors and not exercised at 26 February 1994

Executive Share Subscription

Optton Scheme {1984) price per share
) Number of shares pence
Sir Jan MacLaurin 1,143,552 14362740
MrV W Benjamin 401,729 143.6 ~224.0
Mr A D Malpas §91.656 143.6 - 274.0
MrR S Ager - 40,202 143.6-274.0
Mr M Damell 167,805 1902 ~274.0
Mr J Gildersleeve 220,343 190.2 - 2740
Mr T P Leahy 417,211 143.6 - 2740
Baroness O'Cathain - -
MrJ M F Padovan - ~-
Mr D E Reid 650,094 143.6-2740
Mr D C Tuffin 309,345 190.2 - 274.0
MrJ M Wemms 403,449 177.9 - 2740

Between 26 February 1994 apd 11 April 1994 there have bezn no changes in

by the direciors, .

iy BEERI D

" e

Suls;rtiption
phize per share

Humber of shares Lonee
[ = - R Y
Savings-gelatedShare  __ Subscription
Option Scheme (1981) price pershare
__Humber of shares pence
I [ TT A T P T
10,675 154.3-204.0

10,916 1543 174.0

10,294 i51.3-204.0

10,046 154.3-220.0

10,916 1543-174.0

10,766 148.5 - 204.0

9,191 204.0

5,000 204.0

16,175 15343 - 2040

10,046 154.3-220.0

10,766 148.5-204.0

the number of share options held
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Nate 23 Directors’ The disclosable interests of the directors, including family interests, were as follows:
interests
continted 26.February 1574 27 Februzry 1993
Options Options
1o acquire tn acquire
Ordinary ordinary Ordinary oedinary
e e e e e 1 _shares  shores shares = shates
Baneficial Tt T T T T
Sir Tan Maclavrin 168,864 1,154,468 179.373 1126818
+ MrV W Benjamin 114,883 412,404 109.420 412,40
Mr A D Malpas 125,814 902,572 © FEO79  TE8N05
MrR S Ager 30,626 410,496 11,126 343544
Me M Ramell 110,005 177,852 105,171 177,852
MrJ A Gardinx 17.34¢ - 16,784 -
Mr J Ghldersieeve 29,024 231209 24,682 216,512
DrM G Jones 2,027 - :
Me T P Lechy 92,024 A27..00 85,689 359174
Baraness O'Cathain . 4,048 9,191 3917 0191
MrJ M F Padovan 7,500 5,000 4,254 5,000
Mr G F Pimtott 7.500 - - -
Ms D E Reid 81,591 660,269 F3.BFC 645.523
Mr D C TufTin 83,701 319,391 R 498,222
Me I M Wemms 35,074 414,215 30,338 377,349
Non-Beneficial
Siv lun MacLaurin 93,075 - 93,075 -
In nddition the directors are beneficiaries of the Tesco Employee Teust which held 4,746,250 ordina. y shares at
26 February 1994,
Options to acquire ordinary shares shown above comprise options under the Exgputive Share Option Scheme
- (1984) and the Savings-Related Share Option Scheme (19813 'note 22).
Between 26 February 1994 and 11 April 1994 there have been no changes in the number v shares held by tie
directors. .
Share bonuses awarded to direetors under the 1993 executive incentive scheme (note 6(4)) have not yet been
appropriated and therefore ure excluded from the directors® interests shown above.
wete 24 Reserves Group Company
1994 1993 1994 1993
£m £m fm fm
a) Share premium accourdt
At 27 February 1993 924.3 898.3 924.3 §98.3
. Premium on issue of shares less costs 8.0 20.0 8.0 0.0
Scrip dividend clection .6 60 18 6.0
AL 26 February 1994 39,9 6313 9399 93
b) Other reserves
Al 26 February 1994 and 27 February 1993 39.6 0.6 - -

LT RIS
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note M Reserves
contnited
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Group Company
1994 16953 1994 1993
fm fm im im
<) Profit and loss account

AL 27 February 1993 as previously siated 1,691.2 144121 513.0 502.9
Priov period adjustment (note 4) 584 0 36sm - -
AL27 February 1993 restated 1,631.8 13756 513.0 500.9

Goodwil} arising on acquisition of subsidiary
undertakings (108.3) - - -
Gain on foreign currency translation 1.5 02 w~ - .. -
Retuined profit for the financial year 14641 3500 44,1 0.t
A1 26 February 1994 16711 16318 557.1 513.0

In accordance with section 230 of the Companies Act 1985 a profit and loss account for Tesco PLC, whose result
for the year is shown above, has not been presented in these accounts,

The cumulative goodwill writien oif against the reserves of the group as a¢ 26 February 1994 amounted to
£302m (1993 - £194m).

Nore 25 Pension
Commitments

o dWdubll

g s = e e

The group operates a defined benefit pension scheme for full-lime employees, the assets of which are held as a
segregated fund, administered by trustecs,

The pension cost relating to the scheme is assessed in accordance with the advice of an independent qualified
actuary using the projected unit method. The latest actugrial assessment of this scheme was at 5 April 1993, The
assumptions which have the most significant effects on the results of the vajuation are those relating to the rate of
return on investments and the rate of increase 1 salaries and pensicas. It was assumed that the investment return
would bz 9% per anaum with dividend growth of 4%% per annum, that salary increases would average 645 per
annum and that pensions would increase at the rate of 46 per annum.

At the date of the Jatest acwarial valuation, the market value of the scheme's assets was £480m and the actuarial
valuz of thesc asscts represented 1115 of the benefits that had acerued to members, after allowing for expected
future inzreases 1n carnings,

Benefit imprevements to members have been agreed with the trustees which have resulted in an increased
company cost, This increasing ongoing cost has been offset by the amortisation of the surplus as a level pereentage
of pay over nine ycars,

“The pension Lost of his scheme to the group was £27,8m (1993 — £26.3m).

The group also operates a defined contribution pension scheme for part-time employees which was introdaced on
G April 1988, The asscis of the schenic are held sepazately from those of the g,oup, being invested with an
insurance company. The pension cost represents contributions payable by the group to the insurance company and
amounted 10 £6.4m (1993 ~ £5.7m). There were no material amounts cutstanding e the insurance comy-auy at the
year-cnd.

The group also operates defined contribution pension schemes in France. The contributtons payubie under these
schemes of £1.3m have been fully exyensed against profits in the current year,
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Note 26
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Posw-Retirement
Benefits avher
than Pensions
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The company operates a scheme offering post-tenrement Lealtheare benefits The cost of providing 0 thers
beeael™s has been azcovnted {00 on a ba.as similar to that used for dzfined benefit pension schemes,

The liability as at 27 Februar 3193 of £7.5m, which was determined in accordance with the advice of quelified
actuanes, is being spread forward aver the szrvice lives of relevant employees. A piovision of £1,4m s being
carried in the balance sheet reflecting:

19349 1933

£ni £y

Provision at 27 February 1993 0.7 -
Charge to profit and loss account 1.0 1.0
Cash payments made _{e3y . (03)
« w4 - 07

~

It is expected that pryments will be tax deduetible, at the company's tax rate, when made.

LTI e MM e S Tre SRR RATTEL S DTSR ELC D ¢ I TARCIIOR MLlem X fmemdmeiSek T 1T LRAALITS TS sEmr e oo mmmeimoss

Note 27 Capital AL 26 February 1994:
Commitments a) There were commitments for capital expenditure of approximately £365m (1995 ~ £348m?,
b) Capital expenditure suthorised by the Board, but not contracted for, amounted to £328m (1993 -~ £648m).
<) Capital expenditurc autherised by the Board, but not contzacted for includes an amount of £12m in respect of the
propesed purchase by Tesco PLC ol a controlling interest in the Hungarian food retailer Global TH,

Nate 23 Contingent a; Teriain bank leans and overdraft facilities of aszociated undertakings have bean guaranteed by Tesco PLC.
Liabilities At 39 1"~bruary 1994, the amounts outstanding on these lacilities ere £1.0m (1993 -~ £1 Om).

b) fn 1992 iz company established an employce share ownership plan whereby an employee trust acquires shares
in the company for ihe benefit of group employees. As part of these arrangements the company has entered into a
guaraniee 10 a UK bank to the extent of the cost of the shares, plus other costs including interest, up to a maximum
of £13m. Dividends on thosc sharcs held by the employee share ownership plan have been waived.

Note 29 Reconciliation of 1994 1993
Operating Profit (Restated)
to Net Cash Inflow - fm £m
irom Operating  Operating profit 521.2 528.8
Activities Depreciation and amortisation 243.3 150.2

Increase in stock {15.6) (18.3)
{ncrease in debtors (11.4) 9.5}
lncrease in trade creditors 30.5 4.6
Increase/(decrease) in other creditors 79.9 (16.6)
Misccllaneous items .35 __ 02
Net cash inflow from eperating activities 53;;' 4 6394

kR St
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Notes t¢ the financial statemets o

g ¢ it e S ST weme LB TEait 1T T ES A WD ITS T £ o oom

Note 30 Etablissement
Catteau S.A.

The company azquired a controtling wierest i Etabitssemens Cateds 5.A- and certun other rompaniee
connected with the Catteau operaticn on 23 May 1993, The prelits of these aperations frem e Jate of acqmsine
(0 31 December 1993 of FFF 52m have been translated at the average rate of o napge and eonsaligz1cd w tha the
group profit and loss account, Profit before taxaton for the pee-nequr pion period from 1 jangary #9093 10 2% Xy
1993 amounted to FF 48m and FF 141m fur the year 1o 31 Devember 1992,

The halance sheet of the Catteae operations s i @
Groug balanse heet as Iollows;

$ e ol acquisiios has heen cansohdat g nto the Teseo

Balance sheat
at acusition

Fawr valuz
hatar-o sheat

Far valuz
agjust nents

[ G © m
fiaed assels 101.9 (8.8 03.}
[nvestments 0.4 04
Waking capital (14.0) - {14.03
Taxation (5.4) - 5S4
Met borrowings i10.8} = 1.5
Minority interest . L) 248
Sharcholdeis' fands T s {8.8) %
Goodwill ... o8z
Purchase consideration T TI.0
Cash and cash cquivalents acquired - {10.7)
Purchase causideration patd 158.3

Fair value adjustments comprise the wane-off of intangible fixed assets, £10.1m, offset by the surplus ansing on the
revaluaticn of property en nequisiion, £1.3m.

Gaw e —_— e kerermma ewy WO TAMALCCLEe T ErA ED To T S v 0 o3¢ MEE ST T TSR - . Dk A A Tk L TT oW G E Rs] TR % M ekl macis.

Note 31 Analysis of Changes

tet other

in Financing During barrowings
the Year Share Capital and finance
o {including jease

) premium) ohligations
frn fm

At 27 February 1993 1,022.1 5315

Cash inflow from financing © 83 239.2

Borrowings of subsidiary acquired - 215

Serip dividend election B -

A 26 February 1994 - © 722

g7 IRNAED
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Mote F2 Anaiysis of the

TESCUPLE

1984 1593
Ba'ancas of Cash fm fm
and Cash Cash at bank and {n hand 47.4 -
Equivalents as Money market 1nvestments and deposits 28.9 2396
Shown in the Bank loaus and overdrafts L ) S (3 ]
Balance Sheet 137.8 1995
Lesa: Depasits exceeding three stonths 16 maturity when acquired L 1P I § 2 b
535 234
Nore 33 Analysis of - L1995 . 1993
Changas in - £m £m
Cash and Cash AL27 February 1993 60.4 129.1
Equivalents Net cash outflow L3868
During the Year At 26 February 1994 (note 32) 56.5 60.4

1N s3



TESCOH PLO

Directors’ responsibilities for the preparation
of the financial statements

The directors are required by the Companies Act 1485 1o prepare financial statements for ~ach
financial year which give a true and fair view of the state of affairs of the company and the group as
at the end of the finaneial year and of the profit or loss for the financial year.

The directors consider that in preparing the Ninaneial starements on pages 30 1o 53, the
company has used appropriale accounting policies, consistently applied and suppurted by reasonable
and pruden: judgemenis and estimates, and that all accounting standards which they constder 10 be
applicable have been followed,

"The directors have responsibility for ensuring that the company keeps accounting records
which disclose with reasonable accuracy the financial position of the company and which enable
them to ensure that the financial stuements comply with the Companics As=d985. .-

The direct: -= have general respousihility for taking such steps as are reasonably open to
them 10 safeguard the assets of the grouy« ad 10 prevent and detect frand and other irregularities.

Auditors' repu:t . the sharvr.olders of Tesco PLC

g4 savvany

We have audited the finangial statements on pages 30 to 53 which have been prepared under the
historical cost convention and the sccounting policies set out on pages 34 and 35.

Respective Responsibilities of Directors and Auditors As desenbed above, the company’s
dircctors are responsible for the preparation of financial statements. It is our responsibility to form an
independent opinion, based on our audit, on those statements and o report our opinion to you.

Basis of Opinion We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial staiemems. 1t also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are ap, ropriate to the company’s circotnstanees, consistently applied
and adequately disclosed,

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatement, whether caused
by fraud or other irregularity or error. In forming our opinion we also evaluated 11 overall adequacy
of the presentation of information in the financial statements,

Opinion In our opinion the financial statements give a true and fair view of the state of affairs of the
company and the group as at 26 February 1994 and of the group’s profit and cash (lows for the year

then ended and have been properly prepated in accordance with the Companies Act 1985,

s M\N/w %

Chartered Accountants \S
and Rogistered Auditors

Lenden

11 April 1934

Price Waterhouse
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B Five year record

1550 1991 19g2° 1957 1394

Year end¢d Fehiuany Restated  Restoted  Restated Restated

Financial Statisties €m

Turnover excluding VAT

Contiruing operations 54019 63463 7.()*)7.4' 75815 834741
Acquisitions - - - 2528

i TRAGE 70974 75815 " 8,599.9

Operating Profit*
Continuing operations before

property accounting changes 316.8 398.0 479.3 50T 581.5
Depreciation of buildings® - - - - 36.4
Amortisation of land premiums? 59 99 160 228 321
Continuing operations Ta090 SSST-:WEEZ?LH U 3g8 513.0% w7 -
Acquisitions - C = 8.2

T AT TS WU R 21
Operating Margin?
Continuing operations before

L e v menar ek L G ESETAW T meoMEST ST o mpeetranE e o B

property accounting changes XL 6.3% 6.8% 73 1.0%
After property accounting changes 589 6.1% 6.5% 1.0% 6.1%
Acquisitions - - - - 3.2%
Total group L 58% Bl oS T0% 6.1%
Interest eceivable less payable 58 I R 688 s 12
Profit before net (joss)fsurplus on disposal .

of propertics 320.7 407.2 5289 560.3 5284
Net Margin® e e e e e
Before profesty accounting changes 6.0% 6.0% 1.7% 10% 6.9%
After property accounting changes U59% . g,_?_"_:,gggqﬂiml.ﬁ__f 6.1%
Net (Josy)/surplui on disposat of propertics® L350 A 05 _ 2.3) _ (92.9)
Profii before taxat:on 3557 4263 529.4 558.0 435.5
Taxation oz _ams)__(1499) (esd (367
Profit after taxation 247.9 2028 379.5 3647 298.8
Eamings per 5h:1r.c? 15.51p 17.77p 19.60p 20.28p 15.22p
Fully diluted carmings per share (excluding

net (loss)fsurplus on disposal of properties)? 13.01p 16,05p 19.17p 19.89p  18.80p
Dividends per share? 4.17p 5.25p 6.30p 7.10p 7.75p
Net worth® —£m 12436 20305 240005 72,0935 2,748.8
Return on sharcholders’ funds? 28.3¢% 29,15 23.2% 22.0% 19.4%
Retuen on capital employed?® 22.2% 20.8¢c 18.8% 17.85%0 15.7%
Met assets per sharet! 9 1ilp 124p 139 140p
Hotes

1 53 week penod.
¢ Opesaung profitis shown ajter charging employee profil shanag
* Depreciation of frzehiold and long lenschold burldings has beer introduced with effeck from 199391 {xee pccouabing poliies, Page W
4 The prermum pasd for [ard 10 excess of ns alliemative use saluanon 18 naw amartised avera 25 year penadd This represents change 1n aCouRtng
pohicy aond comparatives have been adjusted accordingly.
& fi5 2d wpon famoves ercluitve of value added 2%,
v Net (lossisurpius en the diromnai of propritics for 1994 includes E43nkan pespect of the wivte down o} surplus development wies 1 their 2aim.ted oot
realisable valie.
+ Adguatsd in respect of 1991 nghts 1ssuc.
2 Tora) sharcholders’ funds at the yeae-end.
« Profit Lefore net thossifsurplus o duepasal of properues divided by wesghted average sharcholdees” funds
10 Profit bufose net flossisurpluz on disposal of properies ani satesest divided by average captal employed.
M Based on nember of shares at year-end.
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Ei\r e }’(3211' l'eCOl‘d contuued

1990 1291 199 1993 1954

Yeer eaded February _ Restated  Restoted  Restated  Restated ]
UK Food Retail Productivity £ ' N )
Tumover per employee!? 99400 106044 119246 130,612 138,658
Profit per employeei? ' . &M G485 7786 9,110 5,522
Wages per employee!2 10,009 10,579 12.250 §3,172 13,922
Weekly sales per sq i3 13.61 15.06 1347 1569 15.37
UK Food Retail Statistics
Market share in food and drink shopsts 8.4% 9.1% 9.4% 9.8% WAt
Number of stores m 384 296 412 430
Total sales area - "090 sq fuis §442 £,956 ©.66) 10352 11,006
Sales area opened in year ~ *000 sqg {4 HE 798 889 859 790
Average store size (sales area) — sg [ti4 22,30 23.300%  Hu00 25100 25,600
Average saies area of slores opened

ir the year - sq ft4 3300 35,100 35,500 34,400 30,400
Full-tinte equivalent employeesit® 54345 59846 59519 S§(46  €0,193
Share Price - pence
Highiest 216 240 296 293 260
Lowest 151 194.5 207 197.5 179
Year end 196 246 27 25 2235

Hotes

17 Based on tumover eachusive uf VAT, operating profit and tols) saff eost per fullume equivalent employee.

12 Based on weighied average sales area and tumdvet anclosive of value added tax,

1 51017 g1, £8 exclude lobby and restausant arcas,

15 fased wn Tesco food, grocery, non-foot and dnnk sales and lastinte of Grocery Distnbutica/Depaniment of irade and Industry data.
1% Based on myerage nomber of fu'l-ums eqtenlent cinplayees in the United Kingdem.
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Investors’ information

- T
- s -

Shareholder profile

Percentage of Numberof  Percontage
Mumber of number of oedin, ry  of ordinary
as ar 26 February 1994 sharcholders  sharcholders snares Sharey
Analysis by type of shareholder )
Employees 38,575 28.5] 40,905,000 U39
Other individuals 75930 g2 198,720,625 10.11
Corporate institutions 20789 1837 1718940088 §1.50
135,294 100.0  1,964,565717  100.0
Analysis by size of sharehoiding
1~ 1,000 77,592 5735 . 19,929,602 .01
1,601 - 10,000 51,879 38.35 148,909,013 7.58w

10,001 - 100,000 4,761 35T . 117956909 6.00
100.001 - 1,000,000 798 0.59 265,712,198 13.53
Above 1,000,000 e 260 019 1412057.905 7188
135,294 100.0  1,964,565,717 100.0

The corporate institutions such as banks, insurance companics, and pension funds represent
many thousands of people through their accounts, policies, and memberships and therefore the
company serves the interests of a large span of investors.

Corporate Personal Equity Plans (PEPs) Both a General PEP and Singiz Company PEP have
been established.

The plans enable investors to receive dividends on the shares held in the Plan free of
income {ax, or 1o re-invest dividends in the plan 1o increase the sharcholding, and to sell the shares in
the plan without liability for Capital Gains Tax.

If you wish to receive further information regarding these schemes, please contact: The Plan
Manager, Bradford and Bingley (PEPs) Limited, P.O. Box 50, Main Street, Bingley, West Yorkshire.
BD162LW, *

Scrip Dividend The company offers sharcholders the option to receive ordinary shares in ticu of
cash dividends, The necessary forms will be sent to individual shareholders by the Registrars prior to
the payment ot each dividend.

UsS Dealing Facility Tesco American Depusitary Receipts (ADRSs) are traded over the counter
through the Pink Sheets and Electronic Bulletin Board,

Onc ADR represents one ordinary share in Tesco PLC. For enquiries on the ADR service
please contact our representatives at the Bank of New York by dialling toli free 1(800) 524 4458 or
writing to:

ADR Division

Thz Bank of New York
10} Burclay Street
22nd Floor

New York

NY 10286

TFRRERR &7
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TESCO FLC

Inves

[OI.S, in fOI‘Il"I ’Eﬁi 011 continued

-

Financial Diary Year End interim
Results Announced Early April Late September
Annual! Report Late April Late September
Ex-dividend date Late April Late September
Dividend Payment Early July Late November
Year End Last Sawrday in February :
Annual General Meeting Late May

- Lo -

Interest 495 Deep discount lonn stock (2000) paid 31 January and 31 July
83:% Bonds (2003) paid 20 February .
9% Convertible bonds (2005) paid 12 February and 12 August
10%% Bonds (2002) paid 28 January

A Guide to Testo PLC Financial Statements The company has prepared a booklet 10 aid
understanding of the financial statements ineluded within the Tesco PLC Annual Repont and Accounts.
If you would like a free copy please contact the Investor Relations Department at the address
shown below.

Investor Relations For invesior enquirics please contac:

Investor Relations Department
Tesco PLC

Tesco House

Delamare Road

Cheshunt

Hert{ordshire

ENEB 9SL -
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