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Companies House regrets that documents in this
company’s record have pages which are ilieglble.

The pesr guality has been nofed, but mnfortunately ...
steps taken to improve them were unsucesssfol.
o 7 .,
Companies House would like to apologise for any
inconvenierce this may cause
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FINANCIAL HIGHLIGHTS

1985 1984

£m fm

Turnover excluding value added tax 3,000:4 25945

Profit on ordinary activities before taxation 81-3 674

Taxation 308 247

Net surplus on sale of properties &7 52

Dividends 164 139

Pence Pence

Dividends per share 4-85 4-10
Barnings per share:

Excluding net surplus or sale of properties 15-07 12-67

Including net surplus on sale of properties 17-64 14-22

FINANCIAL DIARY

Year end: Last Saturday in February

Half-year’s results announced: Late November
Year’s resulis announced: Mid-June

Annual Report and Acconnts despatched: Early July
Annval General Meeting held: last Friday in July

Dividend:
Interim: announced late November paid late Febroary
Final: anncunced mid-June paid early Augost

Convertible Loan Stdck: interest paid: 81st May, 80th Novemhber




CHAIRMAN'S STATEMENT

I am particularly pleased that, in my last statement to you as Chairman,
T am able to report another year of good progress. Our annual report is
in a new format this year which I hope you will find helpful.

In the year under review, underlying volume continued to show
satisfactory gains. Sales increased over the previous year by 16%,
representing an estimated volume gain of 8%, of which 6% was generated
by volume growth in existing stores and 2% came from new selling area.
Group sales (including VAT) increased by £433m to £3,177m and profit
before tax advanced to £81m,

We have made good progress in the rationalisation of our distribution
system, as a result of which we hope to achieve some significant economies.
‘We have taken some important steps in marketing and our initiative in the
introduction of nutritional information on the packaging of our own-label
food products has been widely reported. Qur distinetive ‘healthy eating’
logo and labelling are designed to draw customers’ attention to products
with a health benefit.

There has been favourable public comment also on the style of
marketing of our own label products; on wines and spirits, packaged goods
and through the whole range the quality of design has been consciously
improved and well received by our customers.

I am giad to say that we have been able to improve staff conditions.
We have introduced better canteens and facilities in many stores. We have
also made some improvements in pension arrangements, particuiarly for
our lower paid employees. Our managers have the benefit of a new approved
share option scheme, adopted by shareholders last year.

We have also made progress in the development of Victer Value which
now comprises 43 stores concentrated in the main around Manchester and
London. These are small units (up to 9,000 sq. ft.) whichrely on a
cumputerised control system and sell 2 limited range of products at very
keen prices. The chain has been run on an experimental basis. We have
now begun to buy units on the open market, having converted all suitable
surplus Tesco supermarkets that have become available so far. Vietor Value
iraproves slowly but surely and we look forward to its making a relevant
contribution to our business.

We were able to strengthen our cash resources as a result of the rights
issue announced on 16th April which has raised £145m on the basis of one
new ordinary share at 222p for every five shares held. The issue was an
important element in our plans for the funding of our continuing substantial
property development programme.,

We have a very strong holding of sites for development in the next few
years and our position improved considerably during the year under review.
There are exciting opportunities before us, and we are detecting some
evidence of a more co-operative attitude toward our industry both from local
authorities and Government. We are very pleased with the nine stores we
opened last year. They satisfy our aim to attract more customers by fulfilling
their needs with a wide range of quality produets and courteous service in
an attractive shopping environment.

We continue to strive to develop important sites with generous, flat
car-parking space. Local authorities become involved with us as planners
and often as Jand-owners and in some cases, a major new shopping centre
¢an be ereated involving very large areas and more than one key retailer.
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LAAIRMAN O OIAITERLCINI

It is in that connection that we reached an understanding with Marks
and Spencer for the joint development of independent stores on major sites.
‘While it may be some time before any of these schemes come to fruition,
both companies are working with purpose to that end.

In addition to any Marks and Spencer/Tesco developments, we expect
to open around half a million square feet of new selling space in each of the
pext three years. In the 1985/86 financial year, we are planning to open
fourteen new stores. We wil, of course, continue at the same time our
programme of rationalisation and refurbishment of smaller stores.

In June, we opened our superstore at Brent Park, Neasden on the
North Cireular Road. Our negotiations for this site started more than
seven years ago. It is our 100th UK superstore and has a sales area of
65,000 sq. ft. and parking for more than 1,000 cars. We hope it will give
many more Londoners the opportunity to see how we trade today.

The first “Midland Bank at Tesco’ has opened for business at Brent
Park. Our joint experiment with the Midland Bank will continue at
Beaumont Leys, near Leicester and Bursledon T'owers, near Southampton.
At each of the in-store banks, customers will be able to ecash cheques, open
current accounts and have available a range of Midland services which will
include personal loans, mortgages, insurance, foreign currency and
travellers’ cheques.

This step marks the recognition by Midland and us that the retail
business of the future will contain a financial services element which we
will evaluate carefully.

The composition of the Board has changed ouly a little since my last
statement. John Gildersleeve, 40, was appointed to the Board on 31st
October, 1984 and is responsible for Personnel and Marketing. Donald
Harris resigned on 23rd February, 1985 after twenty years’ service with the
company to pursue an academic career in which we wish him well.

It is with great pleasure that I thank colleagues, employees and
suppliers for their support: our success does indeed depend on them. I would
like them also to accept my personal thanks for their friendship over the
years we have worked and done business together,

1 have enjoyed my 25 years with Tesco and it is gratifying to be
handing over the Chair at a time when the company seems to be set on such
a good course. I have been asked to continue as a non-executive director
and I look forward to that. As already announced, Tan MaeLaurin will
succeed me as Chairman. He, too, has corpleted 25 years with the company,
15 of them on the Board. He joined the company asa trainee and served in
avery managerial position in retaif operations until his appointment as
managing director in October 1973, He is a born trader and lezder and I
have every confidence in handing over to him.

In my time as Chairman, I have endeavoured to continue the lively
and innovative spirit of the founder of this company, the late Sir John
Cohen. I know that Ian MacLaurin intends that gpirit to continue,.

%ﬂd@ Qmﬁ;

Qir Leslie Porter, Chairman
1st July, 1985
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Tesco is a leading British multiple
retailer with nationa!
representation.

In recent years, the company
has substantially streamlined its
operations. Today, it has almoest
halved the number of stores it had
ten years ago yet its sales area has
risen uy over 50%. Of pre-eininent
importance has been the company’s
concentration over the past 15
years on the development of
superstores (units of 25,000 square
feet and above), which now account
for approximately half the
company'’s selling space.

Tesco is commitied to
expansion and beiioves the best way
to secure a healthy and growing
market is to be innovative and
efficient both in the creation of high
quality products and in the way they
are produced, distributed and sold.
The company and its suppliers
invest heavily in the
development of new
products to broaden the
range of goods available
to the consumer. Tesco
‘ believes that it is also

essential to have outlets fully
equipped to sell these products. The
stores Tesco is building today
respond to market developments
and to changing and increasingly
sophisticated consumer demand.
Superstore development
Tesco aims to build single-storey
~tores with ample free, flat and

easily accessible car parking. Sites
must be able to accommodate these
essential activities and should also
provide space for petrol filling
stations and, where appropriate,
garden centres, Stores should be of
about 40,000 sq. ft. sales area, but
Tesco also seeks smailer stores down
to about 20,000 sq. ft. sales area
concentrating mainly on {ood
products.

London, the 100th Tesco superstore, Brenl Fark.

In seeking snitable sites, Tesco
does not discriminate between high
street, in-town, edge-of-town or
out-of-town locations. The company
is concerned oniy with whether an
attractive, commercially viable
development can fake place within
the site available. Increasingly,
however, new Tesco superstores are
10 be found on edge-of-town or out-
of-town sites because opportunities
for building such outlets in town
and city centres are extremely
limited. e
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Marks and Spencer/Tesco

In November 1984, Marks and
Spencer and Tesco announced that
they had agreed to work together to
develop edge-of-town shopping
centres, The association provides
for a combination of both
companies’ expertise, experience
and reputations in a way that should
make their joint development
proposals of interest to customers
and to planners. A number of
prospective joint sites are under
consideration. The first could well
be at Brookfield Farm, Cheshunt
where, if planning permission is
obtained, it is hoped that the
existing Tesco superstore will be
extended and 2 new Marks and
Spencer store built alongside.
Existing stores

The core of the company’s business
is, and will continue for the
foreseeable future, to be in its

traditional market place—the High
Street. Although many existing
Tesco stores cannot conform to the
company’s present superstore
development criteria, they are
nevertheless very successful. They
are also the subject of 2 continuous,
planited programme of
refurbishment and extension. From
time to time a store inevitably
becomes uneconomic and it is sold
for redevelopment or to be occupied
by another trader. Tesco also has

a few stores which have become too
small to be viable for the company
but it recognises that it has a special
responsibility toward such stores
and their local communities.

Some are converted to become
Victor Value stores, deseribed more
fully later, Itis company policy to
dispose of those stores not finaily
required to other food traders, or to
its own managers who wish to start

e Ak e e sk xS

D

ST mc—w—{m;m—mmmm‘m
l ‘
’ |




up in business on their OwWn account.
Store lecation and design

The process of store development,
central to the growing reputation
of Tesco, is as important as it is
sensitive,

The building of new stores, or
the enlargement of existing ones,
has to be considered in terms of the
local environment and the tastes and
needs of those who live there, Qur
Research Unit looks at the likely
impact of a superstore on a
particular location, exainines the
demographic profile of population
now, estimated population growth,
the development of industry in the
area, infrastructure plans, and other
factors.

Specialist units within the
Retail Planning and Property and
Estates Departments are concerned
with store layout, construction,
architectural treatment,
landscaping, interior design,
customer flow, fixtures, fittings and
display stands.

Stores are planned and
designed with care. Wide aisles,
controllcd temperature and
facilities for the disabled are all part
of good design, Careful colour co-

Tisra fres ntrodaeead ehitd safly eapan the

cibners of il own-dadel hoiselided Prdunis tn
hlp veure the mapbe rof Pisndngt eend allee r
aeealents by niking it diffrewtt i 2t angwssibde

J ehitdver W open them

ordination provides a restful and
pleasant atmosphere for shopping.
Attention paid to signs—from
those ceiling-hung, identifying
departments, to those on the
individual shelf edge, showing
product and price—whiist
maintaining continuity of design,
also provide information.

The company’s aim is that the
customer should feel at home and at
ease in its st.res.

Energy

An important ‘task force’, the
company’s Energy Committee, deals
with energy saving, since Tesco’s
aggregate annual energy costs,
excluding petrol and derv, are of the
order of £20 million. The company
takes careful note of developments
in the fields of lighting, heating and
chilling equipment, as well asin
insulation products and

techniques.

In February 1985, Tesco was
awarded £90,000 from the
Government—the largest grant of
its kind yet awarded to a multiple
food retailer—to finance a two-year
project which eould help the
nation’s retailers save milliens of
pounds per year in heating and
lighting bills. Ten ‘Pesco stores have
been fitted with ‘monitoring
meters’ to previda day-to-day
information on energy
consumption which should lead to
a muck more accurate approach to
the control of electricity and gas
charges on the part of the retail
industry as a whole than has been
achieved so far.
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and location in order to optimise
the product portfolio. Shelf space
allocation, stock replenishment
levels, product development and
productivity are carefully
controlled providing the basis of an
integrated management
information system,

Portable data capture devices
are used in the stores, so that stock
levels are transmitted to head office
daily.

Tesco’s principal business is
food retailing, Conventional dry
groceries such as canned and
Tesco sells food, drink, housewares, packaged provisions are allotted
garden produets, tobacco, toiletries,  roughly one half of food products’
textiles, clothes and petrol. 1t offers  space. Some 40% of Tesco s
its customers value, variety, grocery sales are of
convenience and service, own-label products.

The superstores earry up to Tesco fresh foods o iy
i ‘| 20,000 product lines. The sales, 85% of which are "~ ew

] .
2 .| supermarkets carry a product range  own-label, include
consistent with their size and frozen food products,
location. Victor Value sells a limited  fruit and vegetables,

Aulomatic re-ordering of products usnig ¢ dala
capture wand that "reads” the product bar eulde.

Sheres anabyoed g sades en simes Produets
| e e
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7 range of fast-moving products at cheese and dairy products, meat
“ JUU ‘ b 5 discount prices. and pouliry, and fresh bread.
R 1952 1983 1934 195 Today’s Tesco store manager is  Almost all stores carry fresh fruit
- !:T:w,{(;ao _“}‘J‘l“" “‘"1%};;&2; concerned with p.eoplekst?ﬁ' and and vegetables, and sell meat. One
@ S 00 000 sy 0 10 Branches | Customers—and is responsible for in three has an in-store bakery.

O 0T 10 25600 s 0 140 franchcs the efficient running of his store. His =~ Delicatessens can be found in two-

£ Ceer 25000 sq 2 01 Branches produet range is controlled by a thirds of the supermarkets, and in
feoscluding potrd statiims central marketing policy. Controlled  all the superstores. Tesco today is
ki’ iy cealres) buying enables the company to not a procer gelling fresh food, but

make a consistent national ‘offer’ a first class retailer of fresh food in

adjusted to take account of specific its own right.

local tastes, and in some areas, the Tesco is expanding its toiletries

ethnic needs of customers. business in step with the growth of

All Teaco stores this market. Over the past year the
are analysed company launched 75 new such
aceording to own-label products including

their size, shampoos, babycare produets and

deodorants.
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b Wins and spirits
With one of the most extensive
ranges in the country, over 100
own-label table wines and a similar
wide range of beers, lagers and
spirits, Tesco accounts for 7% of
the UK take-home market for
wines and spirits. Own-label
products account for approximately
f 50% of sales.

Home %" Wear
! Home ‘n’ Wear is one activity that
distinguishes T'esco from other
supermarket groups.

Home ‘n’ Wear is a vital

ingredient of the increasingly
popular one-stap shopping. Tesco
sells a wide range of products
including clothes for men, women
and children, household textiles,
towels, kitchen equipment,
electrical goods, greenhouses,
lawnmowers, garden furniture,
DIY products, records and tapes

and toys; (Tesco is the UK’s third
largest year-round toy retailer),
There are garden centres adjacent
to ten Tesco superstores.

Tesco has made important
strides in the last three years to
improve the quality of its clothes
and footwear, Now the vast
majority of its clothes and textiles
are manufactured in the UK.

Own-Label
Tesco’s policy is strongly to support
manufacture of branded goods, so
as to maintain widespread product
development and customer choice,
Equally, it is Tesco’s desire to
establish own-label produets and
increase the company’s reputation
for innovation and product
quality, which is important in
creating and maintaining customer
ioyalty.

Own-label products now
represent over 50% of Tesco’s total
business. There are some 1,200
Tesco own-label products with a
further 200 under development.,

Tesco own-label products are
manufactured to the company’s
specifications by suppliers who are
able to maintain the very strict
quality standards the company
requires.

Development of own-label
products is part of the company's
drive to broaden the range of
products in Tesco stores with the
aim of expanding and enhancing the

market as a whole.
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COMPANY REVIEW

Vietor Value

Victor Value-Tesco’s discount store
division—uses former Tesco stores
which have become too small or
uneconomic to continue trading
under the parent company’s name,
In the normal course of events, such
stores would have closed and been
sold. The Victor Value project,
introduced in 1982, sas proved an
effective way of utilising such
premises with the benefit of Tesco’s
back-up rescurces.

The range of goods available at
Victor Value is kept to 1,300 lines
(compared to 3,000 in similar-sized
Tesco stores), All the Victor Value
stores are equipped with checkout
scanning systems and, as every
product sold is bar-coded, sales data
is captured line by line. Individual

stores can order via telephone direct
to the mainframe, Customers
receive an itemised print-out of
their purchases.

The company is in the process
of extending the Victor Value project
including the use of non-Tesco
premises, While Vietor Value
operations have, so far, been based
at Sandbach, Cheshire, a
distribution centre is planned to
support Victor Value's anticipated
growth in the South of England.
Quality Contirol
The T'esco advanced control
laboratory at Ware in
Hertfordshire is responsible for
testing and monitoring the
standards of food and virtually
every other produet Tesco sells, Its
facilities are amongst the most
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up-to-date in Europe.
Quality controllers liaise
between stores and suppliers’

ot sir Tesco branckes b dyr Brent Park, Cardiff
Sty Thoruton Hoath and Histon Frel,

factories on a regular basis to ensure
that the =tandards Tesco requires
are maintained,

Linked to the work done at the
laboratory and by the quality
conirollers is that carried out in
Teseo's six in-store consurner
advisory kitchens, strategically
positioned from Scotland down to
the Scuth of England, where
customers can try, comment on
and criticise existing and planned
Tesco products. The kitchens’ work
before and after the launch of own-
Iabel produets is of particular
importance, The kitchens are
unique in the UK,

Distribution

Tesco’s range of products is
distributed under a centralised
control system to ensure that
custonuers receive products of the
quality and freshness they have
grown, and have the right, to
expeet.

Computer technology will have
given the company the oppcrtunity

AW

by the avtumn of 1985 to replenish /
dry grocery stocks at all stores '
within 24—48 hours. By using
portable data capture devices, daily
stock levels can be determined and
transmitted by direct telephone link
to the depot computer which
automatically re-orders for the
store, Tesco’s distribution facilities
have been extended and developed
over the past two years with the
enlargement of existing warehouses
and the building of new ones. The ‘
two most recent new warehouses
are at Weybridge, Surrey and ‘
Strood, Kent,

The company is also reviewing
the range of goods that should be
stocked in its warehouses, using
computer software packages to help
the sourcing of produects from the
most suitable point, be it national .
distribution centre, regional centre f
or direct from manuiacturers or
suppliers themselves, Order picking
at depots and warehouses is being i
re-greganised, and the company is
paying special attention to
inventory management, to minimise
stockholding while ensuring the .
correct level of availability of goods
on store shelves, Contract carriers '
are an important supplement to the
company’s in-house distribution
capacity and capability.
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Employees

Tesco regards its employees as its
most important asset and its
substantial personnel function is
committed to their welfare,
training and development.

Wage levels, material benefits,
the working environment of staff
and good human relations all have
a bearing on the success of the
business. For this reason, the
company has been reviewing its
personnel policies and staff facilities

A%

%.
i ‘j
o

‘33*:}'5.!&: i

and conditions to ensure that it
attracts and vetains the best people
availa: le. Over the past year, major
improvements have been made to
staffl restaurants in many stores, in
addition to established benefits
including subsidised meals, the
SAYE share option scheme,
improved pension rights and the
stafl discount scheme.

The company acknowledges
that its employees have needs and
ambitions to which it must react
positively. Thece needs include a set
of common goals with which
employees can identify and which
they can share with their colleagues
as well as clear and regular

Sa i Weor Tovea open bl forsde
et wegr carey e Trendllog veding”
Yoo eppal weddvatonal eornmtenon,

information about the company’s
progress and development. The
Tesco house newspaper, ‘Tesco
Times', published monthly, frifils
an increasingly important cale in
internal communications and staff
relations.

Retired Staff Associalion
The company formed a retired staff
association last year to maintain
links with retired employees. It
wishes to provide support and
assistance in retirement to those
who require them, as a mark of
appreciation by Tesco of their past
service to the company. Within
eighteen months the association had
over 1,300 members through 36
branches.

Training
Training makes a vital contribution
to the continued success of the
company.

Staff undertake formal training
covering a wide range of skills and
activities, Many have been trained
to deal with the introduction of the
computerised stock control system
within head office and the
distribution centres, Many
executives have been trained in the
use of personal computers and
developments in word processing
and data input facilities have
extended the need for training to
large numbers of secretarial and
clerical staff,

An audit of management
training needs is underway in the
stores to epsure that Tesco
managers, deputy managers and
assistant managers receive the
training which allows them to attain
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and retain a high degree of
adaptability to the changing
demands of contemporary retailing.
It is in this way that the company
can anticipate and meet the needs
of its customers and staff.
Technology

Tesco has one of the largest, and
still expanding, computer
installations in Europe.

Tesco led the retail industry
with the introduction of Electronic
Point of Sale (EPOS). It attributes
its expansion and success in part to
planned, long-term investment and
a genuine commitment to
technological innovation.

Tesco attaches great
importance to data processing and
to the development of other
eomputer control systems,
especially those within the
distribution function.

‘Work currently underway to
set up a branch communication
network and toward the

introduction of branch ecomputing
promises substantial cost benefits
and a very rapid pay-back for the
relatively modest investment
involved.

It is evident that investment in
technology so far has produced
savings in total stock holding,
improved produetivity in the
stores and better customer service
levels, fully justifying the
investment itself.

New headquarters

The company is planning to build =
new corporate headquarters in
Hertfordshire to provide offices,
warehousing, distribution and
technical service and laboratory
facilities,

A new headquarters will enable
the company to bring together
many of the departments currently
dispersed because of lack of space
at Cheshunt as well as provide a
superior working environment.
Certain administrative operations,
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however, will continue to be run
from Cheshunt.

Teseo and the community
Employee relations and customer
relations are two priorities for the
company. A third is community
relations.

Tesco gees a strong relationship
with the community as essential to
its continued sticcess.

As an active member of
‘Business in the Community’, the
company has seconded a number of
senior executives to help or direct
various regeneration projects.

Tesco supports many charities,
prineipally for the sick, the
handicapped and the disabled. In
addition, the company makes it

possible for charitable organisations ;
to collect hundreds of thousands of
pounds per year by allowing them
{0 set up collecting points in some
stores. The Sports Aid Foundation
and, in the year under review, the
Muscular Dystrophy Group, have
benefited substantially as a result.
Tesco is also a major supporter
of the work of the Variety Club of
Great Britain. By the end of 1985,
the company, thanks to the efforts
of its staff on sponsored walks,
mountain climbs aid many other
challenges, will have raised
sufficient money to buy the 50th
Tesco — sponsored Variety Club
Sunshine Coach, a record for any
commercial organisation.
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COMPANY REVIEW ,
PLACES WHERE THE GROUP 1S REPRESENTED
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MPANY REVIEW

Stores and Major Extensions opened

in 1984/85
Additional Resultant

Sales Area {sq fi}  Sates Area (sq ft)
Aylesbury 41,000
Beaurnant Leys, Leicester 55,000
Bridgend 28,000
Daitford Tunne), Aveley 63000
Haverfordwest 11,000 28,500
Pontypridd 29,000
_Quedgeley 27,500
Rathfarnham, Eire 36,000
Ryde 10,500 34500
Shrewsbury 36,000
Tullamare, Elre 15,000
Stores and Major Extensions to be opened
in 1985/86

Additional fesultant

Sales Area [sq ft)  Sales Area (sq fi)
Blackburn 37,000
Brent Park, Neasden 65,000
Brislington, Brisiol 43,000
Burslzdan, Southampton 11,500 49500
Epping 18000
Femdown 35,000
Folkestone 27.000
Hult 32000
Lunsford Park, Maidstone 36,000
Newport, Gwent 38,500
Nerthamplon 38500
Nottingham 21,000
Prussia Street, Dublin, Eire ?l’g,ﬁsgg
Fiymouth :
Weston-zuper-Mare 40,000
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TESCO PLC FINANCIAL STATISTICS
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TESCO PLC 5 YEAR RECORD

e st o s e e

2ar ended February

1981{n) 1982
£m £m

1983
£m

1984
£m

1985
£m

E‘grgover net of VAT

1,820-7 1,9944 2,276-6 2,594.5 3,000-4

Profit before taxation

; 356 42-7 535 67-4 813
Taxation (55) (120) (115) (247) (30:3)
30-1 307 42-0 4249 51-0
F_gt“property profits 20-0 24-0 77 52 87
. . 50-1 547 49-7 479 597
Extraordinary items — — 03 (200) —
Dividends (85) (10:0) (11-8) (13:9) (16-4)
Retained 416 44-7 382 14-0 433
p p p p P
Dividends per share 2:55 3:00 350 4-10 485
Earnings per share:
Excluding net property profits 904 9238 1257 1267 1507
Including net property profits 1501  16-46 1486 1422 1764
Fully diluted earnings per share:
Excluding net property. profits — — 1208 1167 1385
Including net property profits —_ — 1425 1302 1608
% % % % %
Profit before taxation to
turnover 1495 2-14 2:35 2:60 271
Average number of full-time
equivalent employees in the
United Kingdom 38,809 40,421 40,377 40,363 42,020
£ £ £ £ £
Turnover per employee (b) 46,913 49,341 56,384 64,279 71,404
Wages per employee (b} 4,401 4,781 5227 5,800 6,304
Retail price index 279-8 8107 3273 3440 3627

Notes:
(a) 53 week period.

(b) Based on full-time equivalent number of employees and turnover exclusive of value added

tax.
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DIRECTORS” REPORT

The directors present their Annual Report
on the affairs of the group together with the
accounts and auditors’ report for the 52
weeks ended 23rd February, 1985.

Results and dividends

Group net profit before tax for the year was
£81-3m compared with £67-4m for the
previous year, an increase of £13-9m. The
net margin as a percentage of turnover,
excluding vat, increased from 2-60% to
271%.

Group turnover increased by £432-7m
(including vat), and showed a volume gain of
8%.

Stockturn has continued to improve
with stock levels having decreased despite
an increase in turnover.

Capital expenditure, mainly on new
stores and distribution depots together with
the refitting of existing stores, amounted to
£170m compared with £92m during the
previous year. Planned expenditure for
1985/86 is estimated to exceed £200m. Last
year, we spent approximately £21m on store
refits and refurbishment; in the year 1985/86,
we expect to spend over £26m.

An interim dividend of 1-75p {gross
equivalent 2:50p) per share has been paid on
account of the 52 week period ended 23rd
February, 1985 on the ordinary shares and
the directors recommend the payment of a
final dividend of 3:10p (gross equivalent
4-43p) per ordinary share leaving profit for
+he financial year to be retained of £43-3m
(1984-£14-0m).

Principal activity and business review

The principal activity of the company and
its subsidiaries during the period was multiple
retailing within the United Kingdom and the
Republic of Ireland. For a detailed business
review please refer to the Company Review.
Fixed Assets

A summary of the changes in fived assets and
information relating to market valne is shown
in Note 8 to the Accounts. A professional
valuation of the majority of the group’s
properties was carried out as at 23rd
February, 1985,

Current cost accounts

In view of the decision of the Accountancy
Standards Committee to recommend the
suspension of Statement of Standard

Accounting Practice No. 16, current cost
accounts have not been prepared, Further
developments from the Accountancy bodies
are awaited.

Directors and their interesty

(see chart on next page)

A list of directors s given on page 2. Mr, F.
R. N. Krejsa, Mr., H. I", Pennell and Mr. J.
M. ¥, Padovan retire from the board by
rotation in accordance with Article 85 and,
being eligible, offer themselves for re-
election,

Mr. J, Gildersleeve was appointed a
director of the company on 31st October, 1984
and in accordance with Articie 91 retires and,
being eligible, offers himself for re-election.

Mr. Krejsa's contract terminates on
the 31st October, 1987 and that of Mr.
Pennell on the 29th February, 1988, That of
Mr. Gildersleeve is for a term of three years,
currently from 1st Janvary, 1985,

Mr. H. Kreitman retired on 27th July,
1984 and Mr D. G, Harris resigned on 23rd
February, 1985.

Substantial shareholdings

There were, as at 1st June, 1985, no persons
holding or, as far as the register of
shareholders diseloses, beneficially interested
in 5% or more of the share capita? of the
company.

$% Convertible Unsecured Loan Stock
2002/2007

On 2nd December, 1982, the company made
a rights issue to shareholders of £56,057,487
in 9% Convertible Unsecured Loan Stock
2002/2607 (*the stock®) at par. Each £100
nominal of the stock is convertible in August
during the years 1986 to 2002 into 85-5034
ordinary shares of 5p each, representing an
effective conversion price of 117p per
ordinary share. This conversion rate has been
adjusted on account of the rights issue in
May, 1985.

If at any time more than 75% of the
stock has been converted the company may
compulsorily convert the outstanding stocl,
but the stockholders may instead require
repayment of their stock at par. As from
30th November, 2002, the company is entitled
to redeem the oustanding stock at par and
any stock not previously converted or
redeemad will be repaid on 30th November,

“
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2007. The trustee of the stock is Guardian
Royal Exehange Assurance ple.

Rights issue

For the purpose of funding the expansion of
the company’s investment in new superstores
and the continuing investment in systems
and distribution, in May, 1985, the company
made a 1 for 5 rights issue of 67,841,673 new
ordinary shares of 5p each to raise
approximately £145m alter expenses.
Employment of disabled people

The group’s policy in relation to the
employment of disabled persens has
developed over several years aud remaing
unchanged. Mull and fair consideration is
given to the employment of applicants who
are disabled persons, taking account of their
aptitudes and abilities. Employees becoming
disabled persons are retained in

employment where practicable, and fair
regard is given to the training needs, career
development, and promotion potential of
disabled persons in the group’s employment.

[

Employee involvement

The group’s employment policy encourages
the provision of employment opportunities
for women, racial minorities, disabled
persons and other disadvantaged groups.

We believe in close consultation with
employees on matters of concern to them.
Employees are encouraged to become aware
of, and involve themselves in, the
performance of the group.

Communication with employees
individually is achieved through the in-
house newspaper, information bulletins and
other such publications. Consultative
meetings are attended by senior trading
martagers with senior management, on a
weekly basis and other meetings of retail
staff are held at regular intervals, These
meetings not only aliow information to be
passed to employees and their
representatives on matters affecting the
business, but also, and most importantly,
provide a forum for employees to

Directors’ shareholdings and interests

Directors’ shareholdings in the company and famjly interests at the year ends were as follows:

Convertible i
Unsecured “A" Ordinary Shares

Mr. D. C. Tuffin  (2) 12,078 1,078
Mr. 8, Young —

i 4 Ordinary Shares Loan Stock 1p paid Share Options*

g:;?gcﬂ‘:?um 1985 1984 1985 1984 1985 1984 1985 1884

i 4,281,220 5,634,829 396,014 1,065,948 —_— — 9,474 7,647
ilfl;‘LIw C? g‘?amurin 32,230 51,230 750 750 — 16,000 139:474 27,647
Mr. V, W. Benjamin 15,000 15,000 _— — —_ —_ 83,654 —
Mr. A, D. Malpas 1,000 1,000 —_ —_ — -~ 131,974 47,647
Mre. R, Temple 31,000 31,000 5,168 b,166 — — 129474 27,647
Mr. M, Darnell 15,000 15,000 166 166 - _ 199,474 R
Mr. J. Gildersleeve (1) —_ 10,000 - —_ — — 85474 14,647
Mr. F. R. N. Krejsa ?,ggg g,ggg —_ —_ 2,000 IO.UE 134,36_1 70,025!
e BB Do van 26600 6,600 — - 312 5312 99474 47,647

5312 10,312 95,474 25,647

Non Beneficial
a3 Trustecs

ir Lesli 4,200,347 4,203,347 743,890 743,880
i{“r.lfa g?gfggeliurin 30,000 30,000 5000 5000

i heme (1981).
‘()f)h.g?)gginted 3lst Ocpober. 1984,
(2} Appeinted 1st April, 1984,

the rights issue and the exercising of optlons by
gi(tt.-l::uuve ghare option scheme (1973},

‘aBTxecutive ghare option scheme (1973), Executive share option schomo (1984) and Savings-related share

i terial interest, at any time during the year, in any contract of sl ificance
ﬁﬂﬁ%ﬂi?ﬁ#};ﬁf ggigiﬁgzs‘uﬂidiaﬁes. Between 23rd February, 1985 and 1st June, 1985 there have
heen no changes in the interests of Lhe directors in the sh

are capital of tha company apart from in conneetion
Mr. M. Damell en 10,000 ordinary shares under the

25
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commaunicate with management.

There arc several ways in which
employees are encouraged to become involved
in the group's financial performance, the
most important and widespread being
schemes under which they are actively
invited to acquire shares in the company.
Further details rogarding these schemes are
shown below.

Execulive shure scheme

On 31st July, 1970 your company adopted
an Executive share scheme, Details of the
scheme were supplied to members by circular
dated 8th July, 1970. By the terms of the
scheme certain executives of the group were
given the right to subseribe for ‘A’ ordinary
shares of 5p each in your eompany. Such
shares were allotled on the basis of a
subscription price which exceeded by 5% the
average of the middle market quotations on
The Stock Excharge of the fully-paid
ordinary shares of the company for the period
of 36 days immediately preceding the date
of issue of the scheme shares, This
subscription price was 61p per share
subsequently adjusted to 48-2p to take into
account bonus issues. 1p per share was
payable on subscription and the balance
payable in certain events. Following
payment of the subscription monies in full,
in accordance with the terms of the scheme,
the ‘A’ ordinary shares are automatically
converted inte ordinary shares for which an
application for listing will be sought.

No options have been granted under
the scheme since 1970, and the board has
resolved that the remaining ‘A’ shares are to
be paid up in full by 15th September, 1985,
Executive share option scheme (1973)

On 27th March, 1973 your company adopted
an Executive share option scheme, The
scheme was amended, with the approval of
the member-, on 28th July, 1978. Under the
scheme, options to acquire such number of
fully-paid ordinary shares of Bp each of your
company as might be determined by the
board, were granted to fuli-time directors
and employees of your company and its
subsidiaries at a priee of £1. An exccutive

to whom an option was granted may exercise
the option within the period between three
and seven years from the date of the grant

of {he option. The subseription price payable
in respect of each ordinary share is equal to
the middle market quotation on The Stock
Exchange of an ordinary share on the Jast
dealing day pricr to the date on which an
executive accepted the offer of an option,

Tha following options have been granted;-

v e ere s B T
Number  Number wnder seription

of of option price

Date exccutives shares 23,285 p.
16.12,78 529 3,665,500 221,500 i
27.3.81 343 1,664,000 538,000 b7
24,7.81 142 412,500 136,500 56*

21.1.83 628 916500  H24,500 119

The scheme has terminated as it was for a
fixed period of ten years.

Executive shure option scheme (1984)

At an extraordinary general meeting of the
company held on 9th November, 1984, your
company adopted a new executive share
option scheme with the approval of
members. Under the scheme, options to
acqiire such number of fully-paid ordinary
shares of 6p each of your company as might
be determined by the board were granted to
selected executives at a price of £1. An
executive to whom an option was granted
may exercise the option within the period
Letween three and ten years from the date
of the grant of the option, The subscription
price payable in respect of each ordinary share
shall be determined by the board but will be
not less than the average of the middle market
quotation on The Stock Exchange of an
ordinary share for the five dealing days pric*
to the date of the offer. On 17th December,
1984, options were granted to 1,445
executives in respect of 8,221,000 ordinary
shares of 5p each at a subseription price of
214p which was determined in the manner
referred .0 above. As a result of the rights
issue in May, 1985 the subscription price of
214p was adjusted to 211p per share. The
number of shares under option under this
scheme at the year end was 8,195,000.
Savings-related share option scheme (1981)
On 81st July, 1981, your company adopted
a Savings-related share option scheme.
Details of the scheme were supplied to

-
e
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members by eircular dated Oth July, 1981. At
an extraordinary gengral meeting of the
company held on the 9th November, 1984,
your company amended the ryles of the
scheme. Under tha amended terms of the
schems, each employee of the group who has
completed at least two years’ continugus
service and who works at Jeast 16 hours each
weck may be given the aption to subseribe for
ordinary shares of 5p each in your company;
at the time of the grant of the option, the
employee must enter into a Save As You
Earn contract with the Abbey National
Building Society fora term of five years and
coniribete an inteyral amount between £10
and £100 a month. At the end of the five
year term a refund of eontributions plus a tax
free bonus of an amount equal to
fourteen/eighteen months’ eontributions will
be received (dependent on the year of
joining). Within six months of the date
when the bonus becomes payable the option
may be exercised; if the option isso exercised
the refund and honus must be used to settie
the subseription price payable for each
ordinary share which will be not less'than
the mgher of the nominal value of an ordinary
share and 90% of the middle market
quotation thereof on The Stock Exchange on
the fifth dealing day immediately after the
date on which the company’s Annual
Report and Accounts are sent to members
prior te the option being granted. If the
option is not exercised daring that six month
period, it will generally lapse,

The following options bave been granted:—

Number of Shares Sub-
exccutives  Number ninder scription

an of oplion price

Dala employees ghares 23285 __hx_):
2.9.81 942 2,900,644 2,273,681 51+
11.8.82 225 590,230 494,761 61*
10.8,83 42 709,624 623,465 117+
8.8.84 833 1,014,658 985,024 146*

141284 3,235 2,814,389 2,795,240 2023+

*The subseription price payable in .
respect of each ordinary ghare con?prised in
an option unexercised at 26th April, 1985 has
subsequently been reduced by 3p to take

aceount of the rights issue in May, 1985.
The numbey of ordinary shares in
respect of which aptions have been granted
to directors of your company under the
above schemes are ineluded under the heading
‘Directors’ shareholdings and interests’ on
page 25."
Charitable and political contributions
Charitable contributions totalled £16,000
{1984 - £10,600). No politica] contributions
were made.,
Number of shareholders
The number of shareholders of the company
at 23rd February, 1985 was 48,451
(1984-485,726).
Close company status
The company is not a close company within
the provisions of the Income and Corporation
Taxes Aet 1970,
Auditors
Hogg Bullimore & Co. will not be seeking re-
appointment as joint auditors at the Annual
General Meeting but Price Waterhouse have
expressed their willingness to continue in
office.

Ir: accordance witl Section 14 of the
Companies Act 1976 a resolution proposing
the appointment of Price Waterhouse as
auditors of the company will be put to the
Annual General Meeting.

By Order of the Board

Michael J. Boxall "

Secretary
12th June, 1985
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TESCO PLC SHAREHOLDER PROFILE

Pereentageof ~  Numberof Porcentage
Number of number of ordinary  of ordinary
Size of sharcholding illafgholgigrs__ shpr’ell)m}_d’t‘zf:g‘v e vsi!],affs,,_..__,_. m_s.!‘lﬂ'g.‘s.
100,000 and over 345 1 265,619,771 78
30,000-99,999 145 — 0,411,401 3
10,000-49,999 927 2 16,598,003 b
5,000~9,999 1,689 4 11,097,311 3
1,000-4,999 13,439 31 27,206,440 8
500-999 8,030 18 5,450,481 2
100-499 14,173 33 3,528,731 1
1-99 e BT08 L1 192,852 -
“ By 43,&?}““ -,W_,.,lmgg, __ 339,104,990 _ 100
Type of Owner
Private individuals 41,014 95 64,772,918 19
Banks and nominee
companies 1,321 3 157,108,127 46
Pension funds 94 — 36,321,020 9

S e e - ..
e e L e s e 8]

Other corporate
bodies

and companies

1022 2

86,907,925 26

43,451 100

These figures do not reveal how man
of private individuals.

339,104,990 100

y shares are held by nominees on behalf

)
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Basis of accounts

he accounts are prepared
under the historical cost
convention and are in
accordance with the
Con)panies Act 1981,

0818 of consolidation

he consolidated profit and
loss account and balance
sheet consist of the accounts
of the parent company znd
is subsidiaries, all of Wwhich
are made up to 23rd
February, 1085,

Any cxcess or
deficiency of purchase
consideration in relation to
the fair value of attributable
net assets of subsidiaries at
the date of acquisition is
adjusted on reserves,
Stocks
Stocks which comprise goods
for resale are valued on 2
consistent basis at the lower
of cost and net realisable
value, Stocks at branches are
caleulated at retail prices
and reduced by appropriate
margins to the lower of cost
and net realisable value; for
all other stocks cost is
determined on the hasis of
first in first out.

Fixed assels

The cost of land and
buildings does not include
any amounts in respect of
interest on funds used to
finance their initial
acquisition and development.
Depreciation .
Depreciation ia provided on
an equal annual instalment
basis over the anticipated
useful working lives of the
assets, after they have been
brought into uge, at the
following rates:—

Plant, equipment, fixtures

and fittingr .at rates
varying from 7% to 30%.

Motor vehicles ~ 20%.

Freehold buildings - Tesco
Stores Ireland Limited : 2%,
Remainder : nil

(see below)

Leasehold properties are
amortised over the
unexpired partions of the

TESCO PLC ACCOUNTING POLICIES

leases by cqual anmual
instaiments on the following
bnsis:~

Term of lease

Up to 150 years — over periol
of the lease,
In excess of 150 years — nil,

No depreciation is provided
on United Xingdorm freehold
buildings or leaschold
buildings held on leases in
excess of 150 years, for the
following reasons:—

{a) The group follows a
programme of regular
refurbishment and
maintenance of its
properties, which
Includes the
reinstatement of the
fabric of buildings, where
necessary, in order to
maintain them to a high
standard,

(b) The properties were
revalued by Healey &
Baker as at February,

at open market
value for existing use and
the valuation showed a
corsiderable surplus over
book value which has not
been incorporated in the
accounts. (See Note 8 to
the Accounts)

Accordingly, in the opinion

of the directors, the tota]

realizsable values of the Jand
and buildings are
considerably higher than
book values and the total
residual values of buildings
will be at least equal to their
book values,

Leasing

Plant, equipment and .

fixtures and fittings which

are the subject of finance
leases are dealt with in the
accounts as tangible assets
and equivalent Jiabilitiss at
what would otherwise have
been the cost of outright
purchase.

Rentals are
apportioned between .
reductions of the respestive
liahilitiesand finance charges,
the latter being caleulated by
reference to the rates of
interest implicit in the leases,

The finance charges are dealt
Wwith under interest payable
less receivable in the profit
and loss aecount,

Loasod assels are
depreciated in accordance
with the depreciation
accounting policy over the
anticipated usefyl working
lives of the assets which

gencrally correspond to the
primary rental perinds,
eferred taxation and
advance corporation tax
eferred taxation is
provided on:—
(1) accelerated capital
allowances,
(2) other timing differences,
except when the tax benefit
can be expected with
reasonable probability to be
retained for the foreseeable
future,

Provision for deferred
taxation is made at the rate
of corporation tax
anticipated for the year in
which the timing difference
1s expected to reverse.

Surplus advance
corporaiion tax on dividends
paid and proposed, which is
expected to be recoverable,
is set off against any dejerred
tax provision,

Foreign currency

Assets and liabilities of
overseas subsidiary
companies are translated
into sterling at the rates of
exchange ruling at the
balance sheet date, but their
operating results are
translated at the average
rate for the period. The
exchange translation
differences that arise are
dealt with through reserves,

Foreign exchange
profits and losses arising in
the ordinary course of
business during the year are
included in operating profit,
Pension coniributions

ontributions are made by
the group to the pension
schemes, in accordance
with the actuaries'
recommendations, and are
charged against profiis as
incurred.
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TESCO PLC CONSOLIDATED PROFIT AND LOSS ACCOUNT

b2 weeks ended 23rd February, 1986

Lo T 1985 1984
U . .2 SO~ S > .3
Sales to customers at net selling prices 3,176-7 2,744-0
Value added tax 1763 149-5_
Turnover axcluding value added tax 3,000:4 2,594-5
Cost of Sales 28111 2,441-1
(Gross Profit 1893 1534
Distribution costs 559 39-9
Administration expenses 517 44-6
Operating profit 1 81-7 68-9
Interest payable less receivable 3 04 1-5
Profit on ordinary aclivities before taxation 81'3 87-4
Tax on profit on ordinary activities 4 303 247
Profit on ordinary activities afier faxation 510 427
Net surplus on sale of properties 4 87 52

597 479

Extraordinary items after taxation 5 -—  {20-0)
Profit for the financisl year 597 27-9
Dividends 6 16:4 13-9
Profit retained 433 140
Earnings per ordinary share:

Excluding net surplus on sale of properties 7 1507p 12:67p
Including net surplus on sale of properties 7 1764p 14-22p

Fully diluted earnings per share:

Excluding net surplus on sale of properties 7 1385p 11-67p
Including net surplus on sale of properties 7 1606p 13-02p
Dividend per share 485p 4-10p

Accounting policies and notes forming part of these accounts are on page 29 and pages 33 to 40,
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28rd February, 1985

Consolidated ™

 Teuco BLG ~

1985 iggg 19857 " 1987
Fived mecas ™ " T e e NM le . £m £m £m £m
Fized assets ) S T e e
Tangible assets 6283 5058 - —
In\{estments: shares in subsidiaries 9 — - 17-1 19-8
Current aggels "™ T e e T
Stocks (goods for resale) 178-3 1799 — —
Debtors 10 141 99 3308 2853
Investments — short term deposi 370 440 wg 449
Cash at bank and in hand 138 243 67 21
2432 2581 3745 3314
Crediiory;
Amounts falling due within oneyear 11 3995 329.9 341 341
Net current assets/(iiabiliites) (156:3) (718) 3404 8040
Total assets less current liabilities 4720 4340 3575 3233
Créﬂitors: ﬁ T T
Amounts falling due after more than
one year 12 718 78-8 560 56-0
Provisions for liabilities ang charges 13 294 199 — —
3800 3353 3015 267-8
Shareholders’ funds
Called up share capital 13 170 189 174 16-9
Share premium account 16 154 146 154 14-6
Profit and loss account 16 3476 3038 289 236-3
3800 3353 3015 267-8

Directors: Sir Leslie Porter, 1. C. MacLaurin
Accounts approved by Board: 12th J une, 1985.

Accounting policies and notes forming part of these accounts are on page 29 and pages 33 to 40.
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52 weeks ended 23rd February, 1986

e i s —_—
nare £;-

Revenue funds

Source of funds

Profit on ordinary activities before taxation 813 674
Adjustment for items not involving the

movemenr* -f funds:

Depracialion and amortisation 4141 354

Decreasef(Increase) in stock 1-6 (5:9)
Increase in creditors 22-1 34-1 i

- o ) 1461 131-0
Deduct
Applicatios of funds
Increase in debtors 1-8 0-8
Dividends paid 147 69
Taxation paid 69 12:6 , R

23+ 1227 303 1007

aﬁiiiu:ffunds
Source of funds

Proceeds from issue of shares 09 0-6
Proceeds from sale of tangible assets 176 11-8
Tneresse "Decrease) in creditors 67 (4-8)
252 76
Deduct ' N
Application of funds
Purchase of tangible assets 169-7 932
Inereasef(Decrease) in debtors 24 (0-2)
Decrease in leasing commitinents 49 35
Decrease/(Increase) in mediur: term bank
loans 21 (7-2)

1791 (153-9) 893 (817

Movement in nel'ii‘éﬁritisfl‘ﬁidis o
{Decrease)/Inerease in cash and short term

deposits (17:5) 111
Increase)/Decrease in short term bank

loans and overdrafts (13'7) 7-9

. (31-2) 190

Note: Foreign exchange differences arising on the translation of overseas assets and liabilities
into sterling have been excluded from this statement.

Acenunting policics and notes forming part of these accounts are on page 29 and pages 38 to 40,

TESCO PLC CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUN[SQ
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+ TL5CO PLC NOTES TO THE ACCOUNTS

1. Operating profit

L ST :7) i
o .. I T . i Lin £m ‘
Profit is stated after charging the following: ~— =TT e e S e SR :
Depreciation 41-1 364 .
Auditers’ remuneration 0-2 02 2
Staff costs (note 2a) 2649 2341 y
2. Staff costs F
T T 1985 1981 fi
S £m £m W
(8) Employment costs during the period r
‘Wages and salaries 236-0 2085 >
Social Security costs 19:8 182 s
Other pension costs 91 74 i
264-9 2341

(b) Number of persons employed
The average number of UK employees per week during the period was 57,180
(1984-52,342)~full-time equivalent 42,020 (1984-40,363),
(c) Directors’ emoluments
Aggregate emoluments of the dire tors of the parent company were £ nil
(1984--£1,200) in respect of servic. . s direeso~s and £1,255,535 {1984-£757,663) in
: respect of their executive duties, wiiuding & termination payment of £150,000 and
a lump sum pension contribotion si £53,500 in repect of 2 past director,
The emoluments of the Chairman, who was the highest paid director, amounted to
£122,338 (1984-£81,546), excluding pension contributions,
Directors’ aggregate emoluments and the emoluments of other employees in excess
of £30,000, excluding pension contributions, fall within the following scales:

Number of Number of other
directors cniployees
e e 1985 1984 1985 T 1934
. From £0 to £5,000 —_ 1
R . £5,001 to £10,000 2 —
" £10,001 to £15,000 1 3
" £15,001 to £20,000 1 —
. £25,001 to £30,000 —_ 1
" £30,001 to £35,000 1 — 9 12
” £35,001 to £40,000 — —_ 7 8
" £48,001 to £45,000 — _— 4 1
. £45,001 to £50,000 1 1 —_ —_
" £50,001 to £55,000 1 3 —
" £55,001 to £60,000 2 2 — —
'i . £60,001 to £65,000 1 - —_— _~
K ., £70,001 to £75,000 - 1 _
. E75,801 to £80,000 2 _— = — .
i " £90,001 to £95,000 1 —_ —_ -




TESCO PLC NOTES TO THE ACCOUNTS

3 Intergst

s o e i S g e
SRS Y *- DU ..
Interest payable on: Short term bank loans, overdrafts and
finance leases repayable within b years 2:8 3.4
Tinance leases repayable beyond § years - 03
9% Convertible unsecured loan stock
2002/2007 59 50
T 78 87
Deduct interest receivable on short term deposits Ted .9
i 0-4 16
4. Taxation
1985 1684
e wrenin i £m £m
Uaited Kingdom taxation
Corporation tax at 45-5% (1984-50-2%) 30-8 20-9
Deferred taxation 13 36
Prior year adjustments (2:0) — r,~<“\~:.\‘,
) - 301 245 .
Overseas {axation o
Corporate taxes 0-2 0-2
3063 247

‘The group tax charge for ihe year has been reduced by £0-7Tm {1984-£4-8m) in
respect of stock relief and £4-1m (1984-£5-3m) in respeet of aceelerated capital
allowances on which no provision for deferred tax is required. Net surplus on sale
of properties is net of taxation amounting to £0-9m (1984-£0-4m). Where possible
taxation on capital gains has heen or will be deferred by rollover relief under the
provisions of the Taxes Acts (Note 13).

5. Extraordinery items afier taxation

uuuuu TR

The extraordinary charge in 198&5 reflected the im{i)’act of the Finance Act 1984 on
the Jevel of provision for deferred {axation required ss at 27th February, 1383.




T MW I )

6. Dividends

1985~ T1d8]
£

clared Inberim T o = T e R - S
Declared interim-175p ber share (1984-1-50p) 59 51
Proposed final ~3-10p per share (1984-2-60p) 10-5 88

16-4 139

7:_7 E?f".‘:’f@. 9953!{}1_553}16 fully diluted earnings per share
(a) The caleulations of the earnings per ordinary share, excluding and including
net surplus on sale of broperties, are hased respectively on the profit on ordinary

activities after taxation, before and after ineluding the net surplus on sale of

praperties, divided by the weighted average number of ordinary 5p shares in issue

during the year of 338,453,052 (1984—337,054,503).

(b) The caleulations of fully diluted earnings per share, exeluding and including

net surplus on sale of properties, are haseg respectively on the profit on ordinary

activities after taxation, before and after including the nat surplus on sale of
praperties and after adding:

(1) the savings of interest net of corporation tax on the 9% Convertible unsecured
loan stoel: 2s8uming that the loan stock were converied in il into ordinary
shares on the first day of the financial year.

(2) the interest income het of corporation tax which would have arisen had ail the
various ordinary share options granted under the company’s various sehemes
been exercised on the first day of the financial year, or af the date granted if
later, and the proceeds invested in 24% Consolidated Stock on that day.

The amounts so derived have been divided by the weighted average number of

ordinary shares in issue during the year together with the weighted average number

of ordinary shares assumed to have been issued as indieated above.
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8. Iixed assets: 'I'angil;lg ussels y

Land and bulldings =~ Plamt =

Freeholds Taagoholds ecquipment Aszeds
it SRR ki e B oy S T vt
50 years leasthan fittings &  of con-
ormore 50 years  vehicles struction "Fotal
o Nete  fm  fm  Em  Em  Em fm
Cost
As at 26th Pebruary, 1984 1426 1513 170 3022 498 6628
Currency translation
adjustments 13 0-3 01 0-4 0-2 .23
Additions at cost (ay 229 10-1 14 60-6  T47 1697
Transfers ... % 76 (06 21 35T) —~
ST T T e 1692 179 3653 890 8848
Deduct disposals 4-5 14 0-3 17-4 06 238
As at 23rd February, 1985 1889 1682 176 3479 884 81140
Depreciation 5
As at 26th February, 1984 08 §-F 61 1453 — 1570
Currency translation
adjustments 0-1 0-1 — 02 — 04
Charge tonf periqd B ‘ 02 1-6 0-6 381 — 41
' 11 65 67 1842 —~ 1985
Deduct d?z_’.posals ) 01 02 -3 152 —_ 158
As at 23rd February, 1985 10 6-3 64 1690 - 1827
Net book value at 23rd ) o ' ’
February, 1985 (b) 1879 1619 112 1789 884
Net book value at 25th
February, 1984 14147 1465 109 1569 49-8 5058
Notes:
(a) Includes acquisition costs of freechold title to existing leaseholds.
(b) Includes plant, equipment, fixtures and fittings subject to finance leases:

Cost  reciation

“Bop RERE -

value

) o ) . i Em £m im
As at 26th February, 1984 254 95 159
Charge for period (0-4) 29 (4:3)
4s at 23rd February, 1985 260 134 16

(¢) Market value of land and buildings held as tangible asscts: Freehold and
leasehold land and buildings (inclusive of landlords fixtures and fittings) of the
group situated in the UK and Ireland, and exciuding trading stores which were
opened in the preceding two years or were in the course of construction, were
valued by Healey & Baker, International surveyers and valuers, as at
23rd February 1985 on the basis of open market value for existing use at £471m.
This valuation resulted in an excess over book value of these land and buildings
at 28rd February 1985 of £148m before taxation thereon.

6283 - - -
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TESCO PLC NUIES 10U IHE ALLUUNID

8. Fixed nssels: Tangiqu assets

sznd andoulldings ™ T Tplapy T 7T e e
[ﬁ'eeho s Len.seho]ds cquipment Assols
T oo fixtures & In conrso

G0 years  Jess than fitlings & of con-

ormore 60 years  vehicles struction Total ’

.. . Nole = Em  Lm  Sm L gm_dm _ fm
Cost o
As at 26th February, 1984 142-5 1513 170 3022 498 G628
Currency translation ,
adjustments 1-3 03 01 0-4 02 23
Additions at cost {a) 22-9 10-1 14 606 4T 1697
Transfers 26T 15 (06) 21 (857) —.
T TT 71934 T18§2 179 3659 890 83LE
Deduct disposals 4-5 10 0-3 174 06 238
As at 23rd February, 1985 188-9 1682 176 3479 884 8110
Depreciatios "
As at 26th February, 1984 0-8 4.8 61 1453 — 1570
Currency translation .
adjustments 01 01 — 02 — 04
Charge for period 0-2 16 06 387  — 411
11 65 67 1842 — 1985
Deduct disposals 01 02 03 152 — 158
Asat 23rd Fehruary, 1985 1 0 6-3 64 1690 - 1827
Net book value af 23rd - .
Februnary, 1985 (b} 1879 1619 112 1789 884 6283
Net book value at 25th
February, 1984 141-7 1465 19-9 1569 498 5058
Notes:

{a) Includes acquisition costs of freehold title to existing leaseholds.
{b) Includes plant, equipment, fixtures and fittings subject to finance leases:

Dep- Net book

Cosl  reciation value

C e, e e Em
As at 26th February, 1984 254 95 159 -

Charge for period (0-4) 39  (49)

As at 23vd February, 1985 250 13:4 116

(e) Market value of land and buildings held as tangible assets: Freehold and

leasehold land and buildings (inclusive of landlords fixtures and fittings) of the

group situated in the UK and Ireland, and excluding trading stores which were
opened in the preceding two years or were in the course of construction, were
valued by Healey & Baker, International surveyors and valuers, asat

23rd February 1985 on the basis of open market value for existing use at £471m.
This valuation resulted in an excess over book value of these land and buildings
at 23rd February 1985 of £148m before taxation thereon.

i
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TESCO PLC NOTES TO THE ACCOUNTS

9, Imvestments in subsidiaries

B

(a) Tesco Stores Limited, operated and registered in England, Tesco Stores Ireland
Limited, operated and registered in the Irish Republic and Teseo Insurance
Limited, operated and registered in Guernsey, are the only subsidiary companies
which, in the opinion of the divectors, principally affected the amount of the profit
or assets of the group. The issued share capital of these companies,
which consists of £1 and IR£1 ordinary shares, is wholly owned by Tesco PLC.

1985 1984

. I e T T o Mz e R T £m £m
{b} Investments—shares at cost less amounts written off 17-1 19-8
10. Debiors

oo T e Consolidnted Tesco PLC

1ags 1984 1985 1984

Lm LIm £m Lm

Amounts cwed by group companies — — 3308 285-3
Prepayments and acerued income 2+9 29 e —
Other debtors 11-2 12 — _

T 141 99 3308 2853

£nil (1934—-\81 nil) of the debtors fall due after one year.
iil. Crodifers: amounis falling due within one year
T o "Consolidated ~ Tesco PLC
1985 1984 igés 1681
Lm £m £m £m
Bank loans and overdrafts 240 112 —_ =
Trade creditors 234-2 225-3 —_ —_
Amounts owed to group companies — — 63 64
Corporate taxation (a)} 49-8 26-0 75 6-1
Other taxation and social security 147 12:5 01 0-6
Other creditors 41-1 28-5 72 33
Acerued charges 24'% 176 25 2-2
Proposed final dividend o IQ'n . &8 10-5“_“ ] 8-§
S T T 3995 8209 341 274

(a) Includes corporation tax payabie on st January, 1986 of £25-1m (1984—£9-0m)
which has been reduced by advance corporation tax of £6-3m {1984—£11:3m).
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12. Creditora: amounts falling due a{tur more _t}mn on¢ year

T o T Consotidated T T “Tenco PLC
o= Togd 1985 1984
Em Im £m m
9% Convertible unsecured loan stock 2002/2007  56:0 56:0 560 560
Finance leases (Note 14) 87 13-8 —_ —_
Bank louns 69 90 — _

A T R T 37 TAMTII N MCAORITE B AME LT b S ig Sm ey G mirm? g A kP Bmashed

716 788 560 560

Each £100 nominal of the 9% Convertible unseeured loan stock may be copverted
during August in any of the years 1986 to 2002 into 85:5(34 ordinary shares of 5p
each. This conversion rate has been adjusted on accouht pf the rights issue in May,
1585. From 30th November 2002, the company will be entitled to redeem the stock

at par.
’ G\ \0’0/\ ’

13. Provisions for lmblhhcs and charges

Deferred taxatmn

Potential amount for

deforred tax on all -
Amuount Provided timing differences .7 "
1986 1984 1985 1984
) £m £m £m im
Excess of capital allowances over depreciation 2597 24-2 52'9 518
Capitzal gains deferred by rollover relief — —_— 148 141
Other (0'8) (0-6) (08 (08)

T T249 236 669 651
Advance corporation tax recoverable (4'5) (37) (45) (37T)

204 19-9 62-4 614

14. Leasmﬂ commiiments

The !‘uture mirimum finance lease payments to which the group was comm1tted at
fzcl, Februa_ry, 1985 and which have been guaranteed by Tesco PLC are;—

£m

Year to 22nd February, 1986 a8
Year to 28th February, 1987 36
Year to 27th February, 1988 32
Year to 25th February, 1989 1-8
Year to 24th February, 1990 03
127

Deduct ﬁnance charges allocated to future pm'mds 03
T i e T 124

1985 1984
£m im

Net amounts payable are —

Within one year, included in other creditors 37 36
Between one and two years 35 38
Between two and five years 52 97
Beyond five years — 03

1244 173
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LESLU ML NOTES TO THE ACCOUNTS

1.‘) Called up share capital
Authorised—-£20,000,000 {1984—£20,000,000)

T R U

Tssued~w Shares of Bp vach Ordinﬁrn; wAN Ordjn:rt;
e s e DT ORMY “A” Ordinary  (fully paid)  (Lp paid)

Issued at 26th February, o

1984 337,483,71h 161,917 169 -

Converted during year 106,892 (106,892) — —

Bhare options exercised

during the year 1,614,323 —_ 01 —_

Issued at 23rd February,

1985 339,104,990 65,025 17:0 —

In connection with the rights issue in May, 1985, the authorised share capital was
increased to £30-0m and the issued share capita) to £20-4m.

Options granted under the terms of the Executive share option scheme (1973),
Executive share option scheme (1984) and the Savings-related share option scheme
(1981} and outstanding at 23rd February, 1985 related to 1,719,500 ordinary shares,
8,195,500 ordinary shares and 7,178,181 ordinary shares respectively.

Between 23rd February and 12th June, 1985, 15,624 “A” ordinary shares have been
coaverted into ordinary shares under the terms of the Executive share scheme and
options on 184,500 ordinary shares and 22,939 ordinary shares exercised under the
terms of the Executive share option scheme (1973) and the Savings-related share
option scheme (1981) respectively. These schemes are deseribed in the Directors’
Report on pages 26 and 27.

15. Shareholiders’ funds

Consolidated Tesco PLC
1985 1984 1985 1984
Lm £m £m £m
Called up share capital (Note 15) 170 168 170 169
Share premium account
At 26th February, 1984 146 14-1 146 141
Premium on issue of sh?.res less costs 08 0-5 08 Dj_
At 23rd February, 1985 154 146 154 146
Profit and loss account
At 26th February, 1984 3038 2904 2363 2434
Movement due to currency translation
differences 05 06 - — —
Profit retained 433 14-0 32:8 (713
At 28rd February, 1985 3476 3038 2691 2363

In accordance with Section 1(1) of the Companies Act 1981 a profit and loss account
for Tezco PLO, whose result for the year is shown above, has not been presented in
these acounts.
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17. Capital commit_memsx -

S — SEmsEe e . vt Lo ks - oo P — oo T e i i

At23rd February,’lf;gSr _ .
(a) There were commitments for capital expenditure of approximately £98m

{1984--£57m).
(b) Capital expenditure authorised by the board but not contracted for, amounted to

£06m (1984-£91m).

18. Contingent lichilities

~~~~~~ e N 7 S s . s

\
]
|
{
}
¢
ph ey - {
(2) The consideration payable by the company for the acquisition of the balance of . 4
the issued share capital of Tesco Stores Ireland Limited, which was completed on . - P
26th March, 1979, has not been finally determined and is the subject of litigation, ya {
The liability, if any, cannot be quantified at this stage. S
{b) The corporation tax liability of a subsidiary company noted in previous years as A
being the subject of dispute with the Inland Revenue in connection with the launch
of Operation Checkout has been determined without further tax liability arising, ,
(¢) Bank loars and overdrafts of overseas subsidiary companies of £17-8m
(1984—£15-0m) have been guaranteed by the company. {
|
i

19, Pension commiiments

Pension schemes are operated by the group and al) employees and execntive directors,

subject to age and service, are eligible for membership. The schemes are trustee-

administered and the assets are entirely separate from the assets of the group. The

schemes were fully funded at the most recent independent actuarial valuation on the

ﬁth A,’,‘:il. 198’1. ST TR S

The board agreed in February 1985 to improve the eventual pensions and life
assurance cover during service of the majority of the members.

AUDITORS’ REPORT

e gt

We have audited the financial statements on pages 29 to 40 in accordance with
approved Auditing Standards.

In our opinion the financial statements give a true and fair view of the state
of affairs of the company and the group at 23rd February, 1985, and of the profit [
and source and application of funds of the group for the 52 weeks then ended, and
comply with the Companies Acts 1948 to 1981.

Price Waterhous , ’ . _
e A o ke Asns : J

Hogg Bullivzore & Co
C..

—

Chartered Accountants

London L T T

12th June, 1985
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HESLU PLG YALUE ADDED STATEMENT

52 weeks ended 23rd February, 1985

L

[T T 1984~
ahte addod T e e B % fm gy
Value added
Sales including value added tax 3,176+7 2,744-0
Net s}}rplushog sale gt:_ properties 87 52
e 81864 2,749-2 _
Less: Cost of materizls and services 2,593-7 2,2385
. .. Interest payable less receivable 04 L5
2,594-1 2,240-0
5913 ° 10040 5092 1000
Applied as follows:
Employees
Wages, salaries and pension scheme
eosts 245-1 431-4 2159 42-4
Less: Deduction for income tax and
. smployees’ social seewrity contributions 525 89 4740 92
e 1926 325 1889 332
Cential and local government taxes and
levies horne hy the groun
Corporation tax 290 21-1
Contributions for social security 198 182
. Rates 190 176
e e 8T8 115 569 112
Tax and levies collected on behalf of
government
Value added tax on sales 1763 1495
Income tax and social security
contributions deducted from employees 525 AT0

2288 387 1965 386

... 2966 502 2534 498
Froviders of capital
Dividends foshareholders 164 28 139 27
Reinvested in the business
Depreciation 411 ?5-4
Provision for deferred taxation 13 236
Retained profit o 423 140

857 145 730 148

591-3

1600 5092 100-0

- — ———————

Note: Excise duty on wines and spirits and tobaeco is included in the sales and cost of materials

figures in the above statement,

H
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NOTICE OF MEETING

Notieeishereby given that theihirly seventh Annual General Mectingof Tesco PLGwill boheld at the
Connaught Reams, Great Queen Streel, London WC28 50A, on Friday 26th July, 1985at 10 amfor
thefollowing purposes;

1. Tareceiveand, if approved, zdopl thedirpetors' repori andaccounts for the52 weeksended

23rd February, 1985, (Resolution 1),

2.Todeclarea final dividend on the ordinaryshareeapitalof the company. (Resolution 2).

3. Tore-elect the following dircetors: Mr. F. . N. Krejsa. (Resolution3) Mr. I F, Pennell.

{Resolution 4) Mr.J. M. F. Padovan. (Resolution 5) MrJ. Gildersleeve, (Resolutioné),

4.Toappoint Price Waterhouseasauditors to hold office until the conclusion of the next Annual General
Meeting. (Resolution 7-refertonote 3),

5. Teauthorise the direetors tofix theremuneration of theauditors. (Resolution 8),

6.Totransact any other ordinary businessof the meeting.

7. Asspecial business, topass thef ollowing specialresolution:

That:

{a) Thcdirectorsbeempoweredduring the peried expiring on thedateof the company’s Annual General
Meetingnext following thedateof the passingofl thisResolution toallot equity securities of thecompany
asifSection 17 (1)of the Cormpanics Act 1980 did notapply toanysuchallotment, provided thatsuch
powershalibelimited to theallotment of equity securitiess

(i) inconnection witharightsissueof suchsecuritiestothe holdersof relevant sharesandrelevant
employeasharesof the companyin propartion (asnearlyas may be}totheirrespective heldings of such
(ii) {otherwisethan under sub-paragraph(a) (i)above) havinganaggregatenominal valueof £1,900,000;
(bYSuchpower shall permitandenable thedirectorstomakean offeror agreement, before theexpiry of
suchpower, whichwould or might requireequity securitiestobe allotted aftersuch expiry;

(c) Wordsand expressionsdefined inorforthepurposesof Part I1of theCompanies Act 1980shali bear
thesame meaningsin this Resolution. {Resolution9-refertonote 4).

8. Asspecial business, to pass thefollowing special resolution:

That the Articlesof Associationof thecompany shall bealtered by deleting theexisting Article 824 and
by substituting therefore the follewing:

‘82A. The Directorsmay from time to timeappointany former Director of the Company whon their
opinion hasrendered outstandingservicesto the Company tobe President of the Company. The President
shallnot by virtueof that officealone beaDirector. The Presidentshallnot receiveany remuneratica for
suchofficeand shall vatateofficeat the conclusion of the Annual General Meeting nextaflter heattains
theage of 70", {Resolution 10-refertoNote5),

Bz Grder of the Boarg Tesco House, Delamare Road, Cheshunt,
Micha.] 1. Boxall Hertfordshire, EN89SL.
Secretary Dated 1st July, 1985,
Notes:

1 Anymvmbernrthecompany whoisen'  “ioattendandvoteat themeetingisentitled toappoint one or more proxies
toattendand, onapoll, voteinstead of him. Suchproxy need not beamemberof thecompany. Tobeeffective proxy forms
must bereceived at theofficeof the i of thecompany notlessthan 48hournbefore thetime fixed forthe mecling,
2. Thes will beavailableforinspection aticeregistered officeof the company, Tax:o House, Delamare Road, Cheshunt,
Hertfordshire, duringususl businenhuurs(Sacurdaycmepled Mromthe Istdayof July, 1985, untilthedateot the Annual
General Meeting, all contractsof, serviceol thedirectorswith thecompany oranyofitssubsidiaries. Thocontractsof

servicewillalsobeavailablefor inspeetion during the Annual General Meetingand/forat Yeast 15 minutes beforeit begina.

reduirernent tooffer sharea toforcignshareholders who, because of internal domastic lawaorregulations, forexample

in lheU.S..‘}..may beunabletotake uptheirrightsyand (i{) in anyothercaserelating iothe allotment of ordinary sheres
upf.oamaxm;num nomina!vnlueof.ﬂ'l.ono.uon.being lestthan5% of thewmpmy‘snmnhuthorisedahmcamh‘- .
‘This powervillcommenceat thisAnnuai General Meeting end will expiroontbedateof thenext Annual General Meeting,
when ltngaghe renewed.

5 ’I’I]censtmgqulclis providefortheappointment of a Life President. The projscead alteration providesforany
Frosident toretireat theageof 70,

v
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PROXY FORM

TESCO PLC Form of Proxy for Annual General Meeting

EWe
(BLOCK LETTERS PLEASE)

of

being a men‘ﬂ?er/members of the above-named company hereby appoint Sir Leslie
Porter or failing him the duly appeinted Chairman of the meeting,

or*

as my/eur proxy to vote for me/us and on my/our behalf in the manner indicated
below at the Annual General Meeting of the company to be held on the 26th July,
1985, and at any adjournment thereof.

*To be completed if another proxy is required.

For Against

1. To adopt the Directors’ Report and Accounts
2. To declare a final dividend

3. Tore-¢glect Mr. F. R. N. Krejsa a director

4. To re-elect Mr. H. F. Pennell a director

5, To re-elect Mr, J. M. F. Padovan a director
6. To re-elect Mr, J. Gildersleeve a director

7. 'To appoint the auditors
8. To authorise the directors to fix the remuneration of the auditors

9, To empawer the directars to allot share ea=™* 1 = 'thout application of
pre-emption rights, subject to conditions

10. To alter the Articles of Association ) i i

Dated e Julyr 2020

Signature

Notes:

1. Please indicate by an X in the spaces provided how you wish your votes to be cast, Without such specific

directions the proxy will abstain or vote at his discretion.

2. In the case of a Corporation this Proxy murt be under the Common Seal or under the hand of an officer

or attorney duly authorised in writing. ) N

3. In the case of joint shares the signature of any one holder will be sufilcient but the names of all the joint

holders should be stated. )

4. o be valid this Proxy must reach the office of the Registrars of the cormpany not later than 48 hours

before the time appointed for the meeting. "
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Postage
will be
paid by
licensee

Do not affix Postage Stamps if posted in
Gt Britain, Channel Islands, N Ireland
or the Isle of Man

BUSINESS REPLY SERVICE
Licence No. W.G.83

Lloyds Bank Plc
Registrar’s Department
Goring-By-Sea
WORTHING

West Sussex BN12 4BR
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PRINCIPAL DIRECTORS OF SUBSIDIARY COMPANIES

E. Ahmed

%, J. Allan

1, ©. Atkinson
A. Benjamin
A. L. Beshrode
J. ¥. Bird

K. W, Blackburn M.C.:.0.B,

*M. J. Boxali A.CLI
*D, P, Canifield
R.E. Clark
*C, J. Goodfellow
E. G. Harris
P. G. Herbert F.C.A,
R. J. Horsman
P. Leahy
N.
lLongley
*T. J. Macnah C.aA.
*J. G. Marshom

T.
C.
C.
T.
*P, L. Morley
L. 8. Parker
. Parsons
D. E. Beid cA.
J. M. Snith
D.
N.

P
K
¥
M. Tattersall
S
P
J

*x

. C. Taylor F.C.C.A.
A. Todd
*2. G. Diiiey r1LI.C.
. Yenner
J. MV, Wemms
*B. . Williams
E. S. Williams

Retail Managing Director
Distribution

Grocery Buying

Home ‘n’ Wear Buying

Home ‘n" Wear Buying

Retail Managing Director
Estates

Company Secretary

Managing Director, Retail Operations
Retail Managing Director

Fresh Foods

Security

Internal Audit

Estates

Marketing

Public Affairs

Managing Director, Victor Value
Financial Controller

Home 'n’ Wear

Personnel

Fresh Foods

Datz Processing

Financial Accounting and Corperate Planning
Retail Managing Director
Branch Administration

Taxation

Retail Managing Director
Insurance, Pensions and Purchasing
Managing Director, Ireland
Retail Managing Director
Advertising and Promotions
Home ‘n’ Wear Buying

*Senior Directors of Tesco Stores Limited




