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Financial highlights

) 39573

1087 1080
(32 Weeks) 153 Weoks) U
L L change
Sales 2,007 2,516:6 8.0
Uperating profil 168.6 1061 142
Profit before Lax and profil sharing 195.5 169:5 15.3
Profit sharing 5 31 —
Profit belore tax 102.0 1064 15-4
Dividend per share=-final 243p 1.90p 121
«=={otal 3:60p 315p 111

Earnings per share
basic 11:38p 1018p 12,3
fully dituted 11-21p 10:085p 11.5
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Chairman’s
statement

Employees

EL has haen a successful year for the
AGDA-MF1 Group, With the decision
aunounced on 10 July Lo invile offers for
MFI and Allied, we have signalled our
intention lo focus the Group's financial
and managerial resources on the
development ol ASDA Slores.

LD T e S ———— Y e ]

This is my first report to you as Chair- |
man since succeeding Sir Nocl Stockdale ™
last October T am therelore pleased to be

able to anmounce a Group prolil before by
tax of £102 million -—-an increase of ; ﬁz;
154% on the previous year, Within this A ; ,;‘}
the 24% increase in ASDA Slores’ oper- il q’

TR

ating prolits undarlines the opportunitie:
for the future, Agninst an indifferent
trading background, MFL did well 1o
improve on the previous yeor's profils
and Allied achieved excellent resulls
with profits up 30:5%. Earnings per
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share have risen from 1013 last yeur Lo Lt
W Fprn
138p. i

Al the annual generad meeting on 9 Seplember 1987 your directors will recom-
mend 1o shareholders o final dividend of 2:13p per share which logether with the
interim dividend already paid, will resull in o tolal dividend poymenl for the year
of 3:50p  nn incrense of 11:1% on he previous year.

Capital expendilure amounted lo £276 million, an increase of 53%. Earlier this
venr the Croup suscessfully raised £220 million on the Furobond markel. The
prime purpose of this exerclse was 1o finance further expansion but we also
honefit from @ wider shareholder base and from the fac! that we are becoming,
incrensingly well known to the Buropean Investment communily,

I would like, on behalf of sharcholders, lo thank the 48,000 employees throughoul
the Group whose hard work and dedication: have achieved thesc resulls.

fn any survey of customer reaction 1am happy Lo say thal your Group is always
raled extremely highly for caring, friendly and cfficient service. In part this is a
rellection of our ‘Customer Care’ programme, now a permanent [eature of the
business, Bul il is also, 1 like (o think, the resull of the emphasis we place on staff
training and mutivation and the consequenl high quality of our people.

Just as our employees are dedicated lo looking alter our customers, 50 we are
mindful of the well-baing of our staff.

Last year saw the introduction of new share participation schemes which resulted

3



Expansion

Product development

Community relations

in more than 20,000 employees—nearly hall the Group's total-—becoming share-
holders for the first time. The scheme continues o grow and this year £3.5 million,
as againsl £3.1 million last year, Is being allocated for the issue of new shares, In
this way everybody has an interest in the Group's prosperity.

ASDA has been one of Lhe main componenis of the Group's success, The ASDA
Stores, together with the fresh food manufacluring and dairies activilies, gener-
ated over 70% of the Group operating profil and the increased operating margin
al ASDA of 6:10% is amongsl Lhe highest in the seclor,

This year has seen a resurgence of our expansion programme with the apening of
eight new superslores, Overall the 111 stores give us a lolal gross trading area of
749 million square leel serving over iwo million customers a week. Whal is more
those customers, so our surveys tell us, are dmwn from every sector of (he
cemmunity across a very brond income vange,

Mass markel retailing is a very dynamic business, and just as Lhe needs of our
customers change. so does ASDA-MFI,

ASDA was the pioneer of Lhe superstore in this country, ILis jusl twenly-lwo years
singe we opened the first in Leeds and the time has now come to modernise a
number of the orig'sal stores, Seven stares were refurbished last year and this
programme is being accelerated by the improvement of thirteen stores in the cur-
reni year. In addition we shall open nine new slores, including an important
development al Watford,

Most of the new ASDA stores 1o be opened this year will be in the southern half of
the country, Historically our grenlest strength has been in the North, bul we are
now building a national chain with a balanced programme of openings through-
oul the whole of the United Kingdom,

Both MIE and Allied have continued to pursue a vigorous slore opening pro-
gramme and soventeen sloros have been added to the 215 alrendy in operalion.
There are plans for the continuation of the slore opening programme in the current
year,

The own label programme in ASDA las been a great success and well received.
Twenlydwo design agents were engaged in design and packaging and 1,750
product lines wers introduced in the year, None ol (ais could have been achieved
without the help and sapport of oue suppliers which has been much apprecialed.

In MFI there is a new range of fitled kitchens whose qualily and design puts it far
ahead of any competition, At the same lime the furniture offer is being widened
with the inclugion of bathrooms and Lop quality fitled-bedroom furniture.

As a Company we do many things lor the communilies in which we operate and
we are joined in this by the personal efforts of our cmployees. We lake parl in
‘Business in (he Community', we have over 300 rainces in Youth Training
Schemes, we have started a positive programme for Equal Opportunities and
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Board of directors

Background to proposed
sales

‘Armchair ASDA' is a scheme thal involves the long-lerm unemployed calling on
senjor cilizens 1o do Lheir shopping {or them.

This year we have set up the ASDA-MFI Foundation. Working closely with the
Sports Council and local authorities, its purpose is Lo help finance the construction
and operation of sporls (acilities in those communitics where they are most
needed.

Our chatiiable giving is now concentrated on one or lwo national charities each
year and employees are encouraged lo join in. The firs! enormously successful
example was a doration of £400,000 to the National Children’s Home of which
£995,000 was raised by employees of MFL

[n order to ensure a smooth ransition of MFI and Allied lo new owners, Mr Derek
Hunt has relinquished his position as Group Depuly Chairman and Chiel Execu-
tive, but will remis.1 a direclor of the Group. Mr Hunt remains Chairman of MFI
and wilt concentrate on Lthe management of thal cormpany.

Mr John Hardman who has been running ASDA Slores since 1083 has been
appointed Group Managing Direclor, while remaining Managing Director of ASDA
Stoves.

Good non-executive directors are important lo any company. During Lhe year we
were Tortunate that 8ir Godlroy Messervy, Chairman of Lucas Industries and
Chairman designate of Costain Group and Mr Kenneth Morton, a divector of Hill
Samucl, bolh joincd the Boord as non-gxcculive direstors, They have already made

un important contribution during this period of chunge.

Mr Crahan Stow, who has overall responsibilily for personnel and training, and
Me Geolfrey Carr, who is in charge of huginess development, have been appointed
1o the Board of ASDA-MFFT Group.

Three direstors will rotive at the forthcoming annual general meeting cach of
whom has made 8 major contribution over many years (o the success of the
Gioup. Mr Tony Gardiner has cleven years service as a direclor during which lime
he has been responsible for the dairies and fresh [ood operalions, Mr Philip Baines
has been Company Secretary for lwenly years [or eleven of which he has also
been a direstor, Mr Roy Bousfield, currenily a Depuly Chairman, has forly years
servise with (he Company including nine years as Group Managing Director.
I acknowledging the great skill and loyally these direclors have given to the
Compny over many years [ would like to wish them well for the fulure.

gince the end of the last limancial 3 ear the Bourd has carried oul a detailed review
of the Group's strategy and the potential for future expansion of the main husi-
nesses, The conclusion wias Lhat cach of these businesses has excellent growth
prospecls, FHowever, the Board also believes that in order o reap maximum Lene-
fits for shnreholders from all Lhe opportunilies available, the Group should
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Prospects

cencentrale ils financial and managemenl resources on ils principal business
which is ASDA superstores.

Two years ago the new senior management of ASDA Stores starled to implement
a series of measures lo refocus the superstore business. The principal features of

this programme have been:

— An accelerated programme of store cpenings; eight new stores were opened in
1986/87, nine are planned for 1987/88 and lourteen lor 1988/89. This compares
with an inerease ol eleven in Iolal for the (hree years ended April 1986.

- An increasing emphasis on store openings in the South.

- A major improvement in the size and quality of both the food and non-fos
producl ranges.

-~ The successlul introduclion of a major range of high quality own label products,
on which margins are higher; 1,750 products were introduced last year and a
further 1,500 are planned for the curreni year.

- Dramatic improvements in the style, design and layout of the stores.

~ Improved training for all levels of management and staff and Lhe introduction of
incenlive schemes [or all employees.

~The replacement of the existing distribution system by a centralised system, for
which plans are compleled and work has started,

The success of this major programme is demonstraled by the 24% increase in
ASDA Slores' operating profits last year and this also underlines the opportunities
for the [uture, In order to take advaniage of these opportunities the Group expects
to invesl around £1 billion in the superstore business over the next three years.

Taking account of the chunged background, the Board unanimously decided to
concenlrate on ASDA Stores and that olfers should be invited for MFI and Allied.
The Board had nlready reached an advanced stage in the negoliations for the sale
of the Dairy Division of Associaled Fresh Foods in the beliel that this business
would be more progperous il it could sell ils producls outside the Group, as well
a4 to ASDA itgelf.

At the time of wriling Lhe possible outcome of this operation is changing all the
time, Shareholders will be kept inlormed of developments as they ocour,

Business is about the management of change. This decision to invile offers for an
important parl of the Group is a radical one, but there is no doubl as to the ability
of the management in all the Group companies Lo carry through the changes.

We believe that the Group has exciting opporlunities and thal this will be another
suacessful year,

D L Donne Chairman * :i«l-) g




Review of operations
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REVIEW OF OPERATIONS

ASDA Stores
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ike all retailers ASDA is ullimalely
Ljudged on its ability to satisfly ils
customers' needs. At Lhe startof the
third yoar of the Development Plan,
enormons strides forward on this
front are being made as the resulls
clearly demonstrale.

Store network developient

The impetus of new slore epenings
logether with our extensive revamp
programine inco1 porating the highly
succossiul now degign layeul bas
now reached record Jevels,

In 1986/87 ASDA added 759.000 sq. It,
of gross trading seuce, up by 1% te
a lotal of 7.6 mi'non sq. it Allogether
elght new superstores were openced
and seven mujor revamps carried out.
The pace lowards Ihe end of the year
when there were three opanings on
one diy was particularly heclic.

"The geogeaphical apread is boing
widened at the snme lime as
increasing investment in areos of
established strenglh, In particular,
plang Lo increase representalion in
London and the South of England
and thus build a teuly notional chain
are bearing fruit, In 19857008 o further
nine supersiores are planned and
goma thirteen existing stores will be
revismped,

The nceent on the South needs little
explanation, Nol only is the cconowic
oullonk good but the slores we are
huilding tnke husiness from our
tompelilors rather than cutting into

our existing business, There are
currently some thirty-three stores in
the development pipeline with the
majority of the investment weighied
towards London and the South-east,
The introduction of elecironic
scanners (BPOS) at the checkout
counlers is hoth convenient for the
gustomer and is 4n important aid to
the efficient running of the business,
The system has so far been installed
in twenly-three stores and will be
introduced Lo a further twenty
brtween now and the end of the year.

Store layout and design

Following its successful launch ot the
Lenmington slore, the bright new
design philosophy is now being
applied throughoul the network.

All now and revamped stores are
divided innto three separale zones:
non-food, grocery and fresh food. And
while cach has ils own distinctive
charucter and colour scheme, the
henefits are far more than cosmelic,
What is being achieved is an
improvement in the ambience and at
the same time making shopping
casier and more convenient for
everybody. Thus in the food hall the
atmosphere is beisk and businesslike;
in the non-fond section shoppers are
encouraged to browse; and in the
fresh foods area more space and
betler lighling enhance the attraction
of the produgts,

The resulls in terms of growing
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John 1iardman, Depul¥
Chairman and Group
Managing Director, at the
new Colindale storein
North London.

i
i
i




’:;;1

=

e~
LY g“:f.
"““‘i: 3
S I R >
.‘!‘J‘} R
= ;'Q\f "N", o =X
T
r;\;:;"f..
o E
Wi e 3,
& ’,;»“

T
B o T o

L

1 b 1]
i) ; Az
e )
] Wit SOt N 2
S = .w (R D)
J. LR z G ATSE TN )

D

=
Wfigae e

[

B

P A ) b
el ‘MI‘."’.‘;&,’E};‘J‘?K,’;{,’J .f)t:{'ﬂ:\-:.i v
) : o ; "'j.
. &lolir . 4 L “
| ety

P B e e
WS EBSEDEE

o N
B i

o

e

“r!.l"i‘ o

oA b
RS ee:
‘a‘J}?ﬁ". h
L p et B

e At &7

o

Ko
Tt
T

Sa8

™
ooh 5

il
(23 il

W

x

DTRe
B

U
e
% “t-".‘gg.'.r 21
) ¥
0 ‘J
0

g S

Y
—

NI R R P i

F f;;r%{- H »lﬁ‘f#. v
ik 7 s

[ 'ﬂ"‘l ‘7!,;‘ ;lj ;

n T,
TS
3

a0
+
" I'Ja LI
By

Gl it kbl



12

REVIEW OF OPERATIONS

ASDA Stores

continued

mnarkel share at o time of fierce
compelilion are most sntisfaclory,
especially in the older stores,

Al Nollingham where there hos heen
significanl new compuelitive vpening
since we slarled in 1965, the complete
relurbishmenl in the now style has
resulted in sales incroused by more
than 10% with improved margins,

Cuslomer care

In the pasl year a numbor of
importan! innovations designed lo
muke the shopping experience more
convenionl and less strosslul hive
been introduced,

There are now baby changing
facilitics ina number of stores nnd
the introduction al the new Colindale
store of an in-store crdche has proved
enormously popular. We have the
largest network of cash dispensers of
any organisition, aparl from the
Lnnks themselves, and the
introduction of v cheque guaranteo
card, under our ‘Privileged Gustomer'
seheme, brings cashless shopping a
slep closer,

Last Oclober store opening hours
were extended on Monday, Tuesduy
und Saturday evenings, This hag
proved ighly suceessful and has led
to a uselol increase In salos,

Product offer

The devalopment of our ovwn lahal,
ASDA Brand, continues apaee, The
introduction of how lingy is

procecding much faster than
anlicipated and we finished the year
with over 1,750 lines in store against
the original targel of 1,500. ASDA
Rraral has been well recoived and in
many product areas we have already
achioved resulls well above the
market average for this type of
relailing,
While the introduciion of ASDA
Brand has been the biggest and most
spectacular development, perhaps the
most sipnificanl improvement is in
the generad area of fresh foods where
the enlire rmnge has heen
significantly widoned and upgraded
to include organically grown fruil
and vogelables, oxolics and bulk
pre-packs ol Iruil,
Speed of Implementalion has been
necompanied by an abselute
Inststence on selting now standards
in qualily. Quality awards have been
waon {or u variety of food products—
low snit bacon, pouliry, ice cream and
lvull juices. Thore is juslifinble pride
in the stundnrd of innovation and
design which has gone into
pnckaging --again Inlerhational
industry awards have been won.
All new and many revamped slores
hatve wel fish counters with nine
opened so far this year, At the same
IEme, new runges of products have
been lnunched in both the meal
department and the bokery, In the
latler where In new and rovamped
stores wo have ndded creamerics, Lhe
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range of products offers a wider
gpectrum (han soy of our
competitors,

The wines and gpirits department has
also benefited from the extension of
ils range ond has included a relnunch
this year of ASDA Brand wines and
spirits, all of which have proved
popular with our customers,

On the non-Jood side the
improvements made in quality and
display continue 1o benr fruit, The
upgrading of childeen's and ladies’
wear I8 purliculurly nolable and the
clothing departments ore now
comparable with the best High Stresl
standords,

Conclusion
Noso of this could hove been
sehioved without the whole-hearted
commilment of our atadl, The
ompiny conlinues o make
inprovemoents in the warking
conditions of our people,
in addlition (o the shave parlicipation
scheme already mentioned, health
sererning hos bheen inlioduced for all
women employess, irvespeclive of
sorvien and hours worked; There are
ntall discounts on non-food products;
and positive uetion has been taken
with regard (o the equal
apportunities programme.
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REVIEW OF OPERATIONS

Associated Fresh
Feods

Sales £m by,

14

1846

173:0 4

86 &7 06 B

ith the markel in a state of flux,
W'.l 986/87 has been a dilfieull and
challenging year, Retailer
requirements are changing: consumer
tastes and prelerences are shifling:
and EEC aclion to reduce the
surpluses of milk products has
inevilably contributed 1o a climalo of
uncertainly, Againsl this background
AFF has made good progross in
rationalising dislribulion, introducing
new producl . .nd developing own
brands in response lo market
refquiremients.

Licquld mitk

Milk snlos, adversely nlfegled by he
Chernobyl nuclear disnster, huve
1weovered well even though the
proportion of traditionn dyorstop
gales continues to fall as sales
through shops increass,

Careful cost control plus the addition
of new produsts, such s high quitlity
orange juice deliveral door 1o door,
has helped adaptation 1o 4 changing
market and pointy the way lorward,
To Ihis end vapital has beon invustod
in both production and tlisiribution
facilitioy,

Milk products
MIlk supplied for hutier und cheoesp

has been in line with expeclationg,

In 1887/88, howover, he EEC plans 4
reduce milk supplies by a further
8% 2 move thal wijl ineviwably
resull in surplus nroduction capacily
and will further fuel the tlrrend
debate aboul the rationalisation of
s manufacturing industry,

Meat products

Sales of snusages and other
manulactured products were sharply
allected by hostile medin commeny,
The produet development ang
mnnagemend loam, in conjunction
with ASDA, cominued 1o widen the
range of gh guallty own Jabel
products I'n ASDA Prand und
responded very successf ully with g
range of new low fal products,

Soles und distribution

The financtal henclits from pys
ativnulistlion of van gklog conlinued
with profils well ahead of lngt year,
Bulk delivery milk sules moreased
subslantially and the Intreduction of
night deliveries using existing
vehicles [ arased efficiency, The
Cravendule product rangs has been
Turther developed (o take advaniage
of the continumd brondening of
cuslomoery requin sments,




Aary ;5":;*;";‘ .

f > f?“f’("b‘ — o)
vt Y -‘lf]” ’
x g Y I ks
i P
‘:"’F’i‘.n!vﬁh v.w' ey, ¢

Pyt
F

- ;’u‘* "”?
»

- B UMY

yr
)
o e T

e
AT

IS
5

¥

oY
L

Vo
_3;1:1:1]3.'

I3
P

1 il




REVIEW OF OPERATIONS
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he performance of MF] fell shart

of what is normally expected.
Profils rose 2-4% and turnover was
up 11% on a 52 weeks basis bul the
gaing were modest and do nol as yel
reflect the sums that have heen spenl
on now products, new services and
new slores. 1n addilion smaller stures
have been extended and older ones
refurbished,

A new kind of MFI

One of the year's major achievenents
has been the development of an
entirely new stors luy-oul and design.
first unvellad nt Thurrock in Essex
last December and moro recently st
Ruislip In May, During the yenr seven
new stores wore opencd, eight were
relocnted and a Turther fourleen wore
rofitted,

Based on extensive research over
goveral years into cuslomers' needs,
these new stores provide an entively
new shopping enviroinment, "Tha
gonds are better displayed: there are
mote cuslomer services; ond the
setting I3 lighter, brighter ond more
spacious, Theso dilferences are
evident Trom the moment the
customer reaches the raised entrance
platform from which there is n bivd’s
eye view of the whole sfore,

A similor desfgn has been introduced
in other new stores. Customers have
been so enthusinstie about these
changes thal 1 sels clear guidellnes
for the future,

Product developrient

I is in the area of product
dezelopmaont that most efforty and
investment have Been concentraled,
As part of the action plan mentioned
garlicr the range of praducts has been
greatly widened,

Twa yeara ago carpets ond vinyl
fioaring were offered in just seven
MFI stores; now they are available (o
clghty-eight, Similaely lighting and
textiles, first introduced last year on a
pilot basis in fourleen slores, ave now
selling well in seventy-six,

In addition to extending the range of
such basic products as carpets and
lighling, complele fitted bathrooms
and kilchens are now heing offered,
ready for inslant assembly if required
by carelully selected and supervised
MFI fitters. ‘This service, which
should greaily enhance the
atiractiveness of these products, is
designed to appeal to customers who
are unwilling to assemble the unils
for themselves.
Al the end of the current year there
were bathroom shops in operation in
nineteen stores. This experiment has
proved so suceessful that by the end
of September the total number will
have risen to fifty-three. Al the same
time these stores have been fitled
with no fewer than (wenty-five brand
now award winning Hygena kitchens.
The new extended Hygena kilchen
range now incorporales many
'designer’ fealures normally found in
kitchens setling ol four or five limes
the price.
It the current year Hygena won the
Gold Award of the Furniture
Industry Research Association (FIRA)
for its kitchen designs and gained a
similar aceolade, the first of its kind,
for ils bedrooms,
These prodicts, together with a
furlhcoming range of higher ; riced
Hygena bedrooms, loke MFLinto a
new and fast expanding arca, And
people who have nat previously
shopped at MEI will be attracled and
our marketl will inerense
subslantially,

Ashton Dean

I'he highly successful launch at
Colindale of the firsi-ever furniture
swore under the Ashion Dean label
was a further extension of this trend.
'The offer of a wide range of sensibly
priced, well displayed, high qualily
branded furniture was so well
received thal a second Ashton Dean
slore has been opened at Romford.
The srarch is on for other sites in
London in order to expond a most
promising and exciting chain,
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REVIEW QF OPERATIONS
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USA

With five slores (rading in the
Philudelphia area a first succossful
yoar of test marketing has heon
completed. More time will be needed
to assess [ully the chain's rue
potential,

Staff

The expansion and development
programme has, of necessily, placed
great demands on the stafl and they
have, as ever, usponded
magnificently. 1L is particularly
pleasing to note that, for (he socongd
year running, sales per employee hove
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shown an encouraging increase,
As part of our commitment 1o
improved customer service, every
store employce will undertake a
two-day external training course in
addition to the ongoing training
programme,

Prospects

The changes and improvemenis made
in 1986/87 are continuing apace.

A new marketing and advertising
campuign is to he lunched very
shortly 10 support the innovalions
already in hand,
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Allied

86 &7

B

7

. Profit m
{03

v

0\!(21‘ the past year Allied has
achieved significant growth and
has made steady progress in
widening its base from being
predominantly a carpet retailor to
becoming a supplicr of cloven lypes
ol home furnishing - from carpets to
curlains and from bedrooms 1o
upholstory, Compared with last yoar
sales were up 28% and prolits up
30% on n 52 week hasis,

Store nelwork
Fourlean new stores have been
opened and two closed lnking tha
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total to eighly-six with a lotal gross
trading space of 1,642,000 sq, ft—aun
incressc of 41%,

Scollish coverage has been extended
wilh the opening of two new stores in
Glasgow and there was o move inlo
Kast Anglia for Lhe first time wilh
stores at Ipswich and Pelerborough.
I'or Lhe coming year there are ten new
locations already in various stages of
development plus several more
awailing planning decisions. At the
same lime forly of the existing stores
will be either Tfully or partially
revamped {o consolidote Allied's
position o8 market leaders.
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REVIEW OF OPERATIONS

Allied

vintinied

20

Product developments

The core carpal and curlain business
conlinues lo grow strongly and a
number of key addilions (o the range
have been made in the past year,

A spedial *budgel’ collection of
arpets was inlroduced ahined al the
first time home market and for the
more established home owner there is
a more elaborale range of design and
colour-coordinated carpets and
curlains,

Beds are [ealured in Iwenty-four of
the stores and, afler n suceessiul pilol
in Blackpool, lounge sulles in
(hivty-three,
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In January this year, the product
range was extended to fully fitled ang
free standing bedrooms, These
products which come from such well-
known manufacturers as Hammond
and Schreiber have now heen
introduced into seven of the storeg
and will, along with beds and lounge
sufles, be o fenture of most new
slores in the forthcoming year,

Stafl

The Allied toam now numbers 1,850
and durmg the year 390 new
pusitionsg wore sreated,
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ASDA-MF]

Directors’ report

Group profit and dividends

Funding

9509 Bonds due 2002
4304 Convortible Bomds

e 2002

Principal activities and review
of business developments

Subsequent events

22

he direstors submil their report and the financial stalements of the Group for ihe
fifly-two weeks ended 2 May 1087,

Group profit for the financial year, as sel oul on page 27, amounted 1 -

£120.7 million (£114-4 million).
The directors recommend thal this be deall with as follows:

1887 1086
£m £m
Preference dividend 02 02
Ordinary dividends
Interim paid, 1-07p per shore £1086: 1.25p) 166 142
Final proposed, 2-13p por share {1686: 1501} 2444 4.
Transfer to reserves 195 789

1f npproved the Bnal dividend will be payable on 1 Qctober 1987 to members whose
names are on the register on 14 August 1887, o

During the year, the Company has made two hond issues the proceeds of which are
bueing uued to finpnue the Gronp's expansion, The honds are listed on the London
Stock Bxehange and subject to Trust Deeds dated 15 May 1986 and 3 March 1067,

On 15 May 1086, the Company issued £100 million of 9§% Bonds at 991% of nom-
inaf value, redeemable on 15 May 2002, The principal amount was received in lwo
instalments, 35% on 15 May 1986 and 04 1% on 30 July 1086, The net proceeds of this
issue nmounled (o £L97 million, -

On 3 Mareh 1087, the Company Issucd £120 million of unsecured 43% Converlible *

Bonds at par, redeemable on 24 Aprit 20082 unless oplions are exerclsed to converl of
ricleem the honds os oullined in note 10 pn page 36, The not proceeds of the issue
amounted 1o £117 million. '

The principal nelivities of the Groap during the year were the retailing of food and

related non-food products, furniture, carpels and other furnishings, together with the,
processing of dairy and other food produois.

A review of the dovelopmont and activities of the business of the Group is cantained
in the chaleman's stntement o review of operations. -

As explained fn {he cheirman's statement, on 10 July 1987 the Board announced that
offers would be invited for MFL and Allicd, and thot negotiations for ths sule of iI{B
Dairy Division of Associnted Fresh Foods had reached an advanced stage. ™,

No provision has been made in these aceounts for proceeds or nel profils arisih’zg’" o

\ :

these sales,
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ASDA-MIT

Research and development

Fixed assets

Directors and their interests

Group policy is to invest in product innovation and process improvemenis at a level
designed to encble it o rotain and enkance its markel posilion,

A summary of the changes in fixed ussets is set ouf in note 12 to the accounts on
Page 35,

The following is o lisl of present directors of the Company who were directors during
the year, togelther with Lheir beneficial inleresls, including family interests in the
ordinary shares of 25p ench [ully paid of the Company,

10 July 1087 2 Mny 1087 3 May 1986

{if chinged {or dnte of

from Mny) appoiniment

If Inter)

D L Donne 0,008 4,200
i NHardman 11,595 10,000
E G Bousfield h57,767 572,767 647.164
P R Balnes 27,695 150,000
AL Gardiner 03,504 111,371 02,320
DM Granshy 5,225 6,000
128 Huni 150,112 148,102
EW e 147,851 145,988
Sir Godirey Messervy 1,611 —
K| Morton 10,000 -

Mr E G Bousficld hus o non-boneficial interest in 150,087 ordinary shares of 25p cach,
Oplions held by these directors and not exercised at 2 May 1987 were os follows:

Savings Related
Executive Shore Oplion Schemes Share Option
Schoma

1081 1984
| N Hardman 95,268 204,207 7,154
E G Douslield — — 7,154
PR Baines - 50,000 —
A B Gurdiner 17,778 106,855 15,046
DM Gransby e 109,364 4,970
D S Flunt s 405,402 5,522
W Lea ot 318,290 5,524

No director had any beneftctal interost in bonds lssued by the Company during the
year.

As noled in last year's report, Sir Noel Stockdale and Mr & E Binns relived on
29 October 1988, nod Mr H Plolnek an 30 June 1986,

Sir Godfrey Mosservy and Mr K | Morton ware appointed non-executive directors on
1 November 1986, Messra G 8 Care and G H Stow were appointed executive direclors
on 9 July 1987, In accordance with Article 92 of the Compuny's Articles of Associ-
ation, they will be retiring ot the forthcoming annual general meeting and being
eligible, offer themselves for re-election,

Sir Godfrey and Mr Morton do not have service vontracts with the Company. Messrs
Carr and Slow have two year rolling service contracts. the fixed terms of which
expire on 31 July 1990.

Pursuant to Article 94 of the Company's Arlicles of Associalion, Messrs A E

Gardiner and D M Gransby rvetire by rolalion, Being eligible, Mr Gransby offers
himself for re-election at the forthcoming annual gencral meeting.

23
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ASDAMIET

Employees and
employee policies

Charitable and political
donations

Substantial holdings
Income and

Corporation Taxes Act 1970

Auditors

24

Mr Gransby has a service contract subjecl Lo iwo years' notice.

Mr Cardiner doos not seek re-clection and retires from the office of director afier
cleven years' service with the Company al the conclusion of the annual general
meeting.

Messrs E G Bousfield and P R Baines also retire as directors, at the conclusion of the
annual general meeting, after forly and (wenty years' service respectively.

No director had any interest during the period in any significant contract with the
Company or any subsidiary,

Af

The average number of employees and their remuneralion are shown in nole 3 to the '

aceounts on page 32,

Il is the Group's policy that employees should be kept as Tully informed as is practi-
cable about the Group's progress threugh the maodia of its management associations,
rade unfon consultalive machinery, ‘leam briefings', Company newspapers, the
annual employee financial report nnd regular visits by direstors,

Employees are encouraged to be Involved in the Group's performance through the

Savings Relaled Sharo Option Scheme and the Share Participation Schemes. There

are now 7,300 employeos {hroughout the Group who sre members of the Savings -

Related Share Option Scheme and they hold options over 14.2 million shares.

Under the Share Participation Schemes, which were inlroduced for the first time
last year, 23 million shares were appropriated lo 20,000 employves. This vear
£3:5 million has been sot nsida from profit {or the Schemes,

Details of the shares Issucd and oplions lo subscribe for shares oulstanding under ‘
the Executive Share Option Schemes and Lhe Savings Relatod Shase Option Scheme .

are shown in note 20 (o Uhe accounts on page 39,

The Group fs commilled o the conlinulng development of its Equal Opportunities

Policles.

It 18 nlso Group policy to give full considevntion to sultable upplications for employ-
ment by disabled persons., Opportunities also extst for the Croup's employecs who

!mcomu disibled to continue in their employmenl or to be trained for other positions
in the Group's employmont.

Chartable donstions amounted to £0-2 million (1986: £0.2 million), There were no
political donations made during the period under review.

‘] ¢ " . “‘
So fur as the directors sre nware, no person, company or group of companies holds or

is beneficlolly interesied v 5% or more of the issued cupilal of the Company.
The close company provisions of this Act do not apply to this Company.

The Company's auditors, Messrs Frnst & Whinnuy, have expressed their willingness

to conlfm.m in office, and a resolution for thelr re-appoiniment will be preposed at the
forthcoming snnual general meeting.

T
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ASDA-MFI

Annual General Meeting-
Special Business

A apecial resolution to dis-upply Seclion 89 of the Companies Act 1965 generally in
respecl of a limited number of shares wag passed at the last annual general meeting
on 29 October 1986, However, in considering thal resolution, sharcholders may have
been unaware thal The Slock Exchange had recently changed its policy regarding
shareholders' pre-omption rights.

Previously and notwithstanding a waiver by shareholders ol their statutory pre-
emption rights on the lines of the dis-application referred to above, The Stock
Exchange required any issue for cash, other than pro rata to existing shareholders,
to he subject to shareholders’ specific prior approval. This is no longer the case and
the resolution in dis-npplication of Section 89 gencerally is once again being put to
shareholders for their approval s that they may vote in the knowledge that the pass-
ing of resolution number 8 in the notlce of meeting will effectively empower directors
to issue further shares, up lo Lthe limil specified tn that vesolulion, other than pro rata
to existing shareholdaors,

‘The Board has no tmmadiate plons for the issue of any shares and in any evont no
issua of shures will be made which would offectively alter the conirol of the Company
without the prior approval of shureholders in general meoling,

The direclors consider it is app.oprinte for this resolution lo be approved and
recommend shoreholders to vole accordingly,

By order of the hoard
10 July 1067 P R BAINES Socretary

25
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ASDA-MF]

Auditors’ report

26

Report of the Auditors to the Members of ASDA-MFI GROUP PLC

We have audiled the accounis sei out on pages 27 lo 41 in accordance wilh
approved auditing standards. The accounts have been prepared nnder the

historical cost convention as explained in nole 1{a).

In our opinion the accounls give a Lrue and fair view of the slate of affairs of the
Company and of the Group al 2 May 1987, and of the profil and source and appli-
cation of fu ds of the Group for the 52 weeks then ended and comply with the Com.

panies Act 1885,

éf«tl !m&\.:&

London ERNST & WHINNEY
10 July 1987 sharlered Accounlats
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ARDA-MEL

Consolidated profit
and loss account
52 weeks ended 2 May 1987

Noto
Turnover 2
Change in stocks
Other operating income

Raw materials and consumy bles

Stalf cests 3
Deprociation of langible fixed nasots 12
Other operating chargos

Operating profit 2
Otherwcome b
Interest payable and stmilyp churges
Profit befora tax and profit sharing
Profiy sharing 7
Profit on ardinary activitios before
taxation
Taxalion ]
Profit for the oancial your
Pividends it
Retoined profit N
Earatags per ordinory share 10
bask;
fully dilutml

Dividend per ordinary shire

£m

2,027'5
261:8
421
205.7

1847

Lm
£,867:1
27.6
20.2

2,714.9

2,626.3
180.6
71
(0:2)
1955
3.5

e r——

1820
623
128.7
402
885
pence
11.30
1121

B 1)

e

§3 weeks ended
3 May 1986

£Lm

2,516-6

26+3

16:6

———n.

2,559.5

1,957.6
2205
34.9
1814
2,304.4
165:1
58
(1.4)
169:5
31

———

1664
51.8
1149
300
785
pence
1013
10.05

315

27
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ABDA-MIT

Balance sheets
at 2 May 1987

28

Fixed assets
Intangible assols
Tangible assels
Investments

Current assets

Stocks

Deblors

Investments

Cash at bank and in hand

Creditors-amounts falling dup
wilhin one year

Not current (linbiitios)sssots

Totol assets less current

liabititios

Creditors -amounts [alling due
afler mare than one
yvoor

Provisions for labilities and

charges

Cupital and resorves
Called up shoro coplta)
Resorves

Share premium account
Revaluntion resorve
Reluted eompany roservos
Profit nnd logs angount

David Donng ,
Ldward Lea Direclors

Approved by the Board
10 July 1087

Mole
11

12
18

14
15

16

17

18

10

20
21

Group
1086
Lm £m
24 1.7
858.2 6500
0.4 04
B60.6 6521
2124 184.8
56-9 400
14.2 40
654.7 28:3
340.2 202.0
(361.4) (4014.3}
(51.2) {142.9)
8084 nos8
(278.9} (32.0)
{(17:4) {30.4)
5131 4274
2074 26859
0:h 24
0.3 03
2247 138.4
Klia 4279

'M-EH:I::..,,L ”“—""'{“ — vae e __b Wansuhy,

ot

Com
1067 pnnymm
£m £m
1.0 2:2
2703 2660
271.3 2688
378.8 247.8
115 44
20.3 —_
404.8 251.8
(76.9) (1273}
338.2 1245
6005 8927
{220.3) %)
341 {12
392.3 3002
287.8 4660
05 24
8.7 38
855 63.7
302.3 3912
——— w———— Y

fr

i

mgrE



Statement of source and
application of funds
52 weeks ended 2 May 1987

Source of funds

From operations
Profit on ordinary activities before
taxation

Adjusiment for items not involving
movement of funds
Goodwill written off directly to reserves
Depreciation

Total gencrated from operations

From other sources
Sharoes issued
Net proceeds [rom bood ispues

Funis applied

Dividends paid

Toxatlon pald

Nel purchases of fixed assels

Increase/(decreasc) in working capital
Stocks

Debtors

Croditory

Net liquid Tunds

£m

(3-2)
421

o poem

5
2137

sttt

374
487
2567

1987

192.0

359

230.8

210-4

i

450+

(343-8)

106-5

276
10:5
(42.0)
1164

[——

106.5

a3

£m

rassarines

weeks ended
3 May 106G
£m

1664

262
(2:9)

(10-6)

(60-7}

{55:0)

——————
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Notes to the accounts

1 Accounting policies
{ai Busis of accounts

(b} Basis of consolidation

{¢) Deprecialion

(d} Capitalisuiion of interost

{e) Leased assely

30

Thae avcounts are prepared under (he historieal cosl convention except for the revaly.
alion of interests in subsidiarivs and the related company.

The counsolidated accounts incorporale the accounts of the Company and its
subsidinries for the lty-two week perfod ended 2 May 1887,

The goodwill arising on consolidation, representing the amount by which the con-
sideration paid for new acquisitions cxceeds Lhe fair value of their nel tangible
assels, is written off directly to reserves in the periad of acquisition, except where lhe
merger accounting rules apply.

Marger accounting rules were applied Lo the Company's acquisilion of the shares of
MFT Furpiture Group ple in May 1085,

In aceordance wilh the axemptlons given hy Sestion 228 (7) of the Companies Act
1985, the Company has nol presented its own profit and loss account,

Depreciation is provided to write off the cost or viluation of tangible fixed assels,
excluding freehold lind, over thelr estimated useful lives, us follows:

Frechold buildings and long leasehold property 50--87 yeurs

Short leasehold property over period of lease
Plant and equipment 3--20 years

Muotor vohicles 4-10 years

Leased assets are depreciuted in nccordance with the depreciation accounting policy
30 a8 to wrile ofl thelr capitalised cost over the shorter of their estimated useful lives
or the louse terms,

Interest Incuiered on borrowings to finonce specifle property developments Is capital-
Ised not of tax relef,

Agsels held under finance leages are capitslised as inngible assels and included in
areditors at the cost of outright purchuso.

Rentals are apportioned between reductions in the copital obligations inctuded in
credltors, ind those relating to finsnee tharges which ore charged to the profit and
loss nceount ut o constant pertodic rato of churge,

;I'he cus:s of operating leases are chiurged to the profil and loss account as they are
neuryed.

:
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(f) Government grants

{g) Stocks

{h) Deferred taxation

(i) Researeh and development

{j) Foreign currency

(k) Turnover

2 Analysis of turnover and
profits between activities

Governmenl granls in vespecl of expenditure on fixed assels are credited to a
separate accounl and eredil is taken in the profit and loss account over the estimated
average life of the relevant assets,

Stocks comprise goods held for resale and are valued al the lower of cost and net
realisable value.

Pravision is made for dolvrred taxalion, using the liability method, for {iming differ-
ences which are nol expected 1o continue in Lhe foresceable future.,

Expenditure on research and development is writien off in the period in which it is
incurred,

Assets and llabilities denominated In foreign eurrency are translaled into sterling at
rites ruling at the balanee sheel dale. Differonces arising on the retranslation of
opening nel nssets are lakon direet lo reserves, Foreign exchange profits and losses
arising during the period are included in profit on ordinary activilies before taxation.

Turnover comprises value of snlos axclusive of VAT and Inler-company transaclions.

1007 1900
Oparating Operaling
Turnover profit Turnover profit
Lm L Lm £m
Asda Slores 2,018.6 1249 1,033-2 1030
Associnted Fresh Foods 184.0 1148 1780 123
MFI Fueniture Group 420:6 465 3860 463
Allind 1187 9.6 04.7 7.5
Other 3.9 0.5 3 0-8
2,740.] 10343 2,605.0 1664
Less Inder-company soles (7023 —_ (78:4) —
sroup overhends —_ (1.7 o {4.8)

2,067.1 1r .6 2,516:6 1651

Thie turnover of the Group substaatially relates to UK sales.
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Notes to the accounts continued

3 Operating profit

4 Emoluments of directors

32

1997
Arrived al after charging £m
{a) Operaling lease charges for plant and machinery 2.9
(b) Audiiors’ remuneration 0.2
{c) Stall custs
Wages and salories 227.8
Social securily costs 168
Other pension costs 7.0
2516

1980
Zm

2.5

——

0.2

2 r—

189.2
153
6.0

s

2205

Seviaarm e

The avernge number of employees during the year was 44,230 (10B6: 41,305) and is

analysed ns:

Asda Sloros 34,088
Associntad Fresh Foods 3,039
MFI Furnlture Group 5,170
Allied 1,760
Group and miscellaneous 178
44,230

£000

Fous —
Management remunetittion 1,010
Compunsation 1o former direclor -
1,010

31,616
2,853
4,848
1,470

360

D

41,305

et

£000

1,047
275

1,322

Carrbt—

Nine {1086: Nine) direclors woived foes due from o subsidiary amounting to .£4,125

(1986: £4,250),

s



4 Emoluments of directors
(continued}

B Othur income

6 Interest payable and similar
charges

7 Profit gharing

Addillonal information in respect of emoluments of directors, excluding pension con-

tributions and compensation to former dircclor:

1887 1086
£600 £0D0
Chairman
Sir Noel Stockdale 4 May-29 Oclober 1086 87
Mr D L Donne 40 Oclober-2 May 1987 38 99
Highest paid director 167 101
Qther directors in scale: Numier of directors
1647 1086
L0to £ 5000 5 e
£5,001 {0 £10,000 e 1
£10,001 to  £15,000 —_ 2
£55,001 10 £30,000 vt 1
£65,001 to  £70,000 — 3
£L£70,001 Lo £75,000 1 —_
£75,001 1o L£80,000 1 —
L80,001 10 £85,000 —_ 1
£85,007 Lo £90,000 — 1
£90,001 to  .L£95,000 1 1
£105,001 1o .£110,000 1 -
L£120,001 {0 £125,000 2 —
£m L
Income fraom other shorl-lerm invosiments g0 4.0
Sundry income 4.2 g
71 58
Repayable within 5 years
Short term loans and bank overdenfls 0.4 8.8
Finance leases 3 01
Repayable afler 5 yenrs
Bonds, debenlure and mortgage 9.0 01
17.7 9.q
Interest eapltalised bofore tax rellel of £61 million
f1one. L£50 million) (17:5) (7-6)
0.2 1.4

P

'Phe profil allocuted this year to the Group's Share Porticipation Schemes for the
subscription for ordinury shares in the Company is £3-5 million {1986: £3:1 million).
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Notes to the accounts continued

8 Taxation 1887 1086
Lm £m
The charge based on the profil for the period comprises:
UK corporation tax at 85-0%% {1986 39-6%) 75.3 656
Deferred taxalion (13.0) 31
62.3 62.5
Prior period adjustments — {11.0)
623 515

The year's charge for deferred toxation, had full provision been made, would have
bern £3-6 million (1986: £6:3 million), ‘Thia relales principally to chargeable gains not
laxabie in the foresecable future,

8 Dividends 1057 1040
Lm Lm

Proferency 0.2 02

Ordinary interim of 1.37p per share (1986: 1.25p) 1546 14.2

-proposed finol of 213p per share (1986: 1.00p) 244 2146

40:2 360

10 Basic and fully diluted
carnings per ordinary shure (o) The coleulation of basiv carnings per ordinary share is based on the profil for the
financial year, ofter prelorence dividend, of £120.5 million (3986: £114.7 million)
divided by the weighted average number of ordinory shares in fssue during the year
of 1,137.7 million shaves (1986: 1,732-8 milllon shares),

{b) The calulation of fully diluted carnings per ordinary share is bused on the profit
for the financial year, after proferenco dividend ond adjustments which assume:
(i) the full eonversion of the 43% Convertible Bonds 2002 on the day ol issue.
(1) the full exercise of all ordinary share options granted under the Company's
own gchomes on the first day of the finonciul year, or the date granted if later.

The amount go devived is divided by the weighted average number of ordinary shares
in issue dusing the year together with the weighted average number of ordinary
shares srising from the above udjustmonts. :
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11 Intangible fixed assets

12 Tangible fixed assats

Milk rounds

The cost of milk rounds is capitalised upon purchase.

Jost
At 3 May 1980
Reclassilications
Additions
'Fransfors 1o current agsols
Disposals

A2 May 19087

Deproctation

AL D May 19186
Reclugsificatlions
Charge Tor the pariod
Disposals

Al 2 May 1907
Nel hook amounis
Capital work in progress

11086 Geoup £66:0 million
Company £1.5 million)

1087
£m
2:0
G
roup Plunt,
mﬂcpinury{
Freechold  Leasehold et "“‘.ﬁl‘d
propesties  propertles vehiclos Tatal
Lm £m £m £m
283.6 2073 227.9 7290
19 a0 (4.9} o
775 337 B2.7 1739
(C.4) — —_— (0-41)
{189 {4+1) (1.3:4) (36.4)
1534 21959 272.3 Be6L
124 16.7 105.7 135.0
1.7 04 (2:8) —
4.0 5.2 329 421
{07} (0-8) (9.3) (10:8)
17:0 224) 1267 1663
HE L] 2174 145.6 008
1684
B8658.2

1086
£m

1.7

Comlﬂgrr:{

machinery,
equipment

an
vehicles
£m

11

—

0.3

(0-3)

[F—

11

0.4

02
{01)

0.5

06

04

PR

140

An amount of £17.4 millfon 1986 £48 million) has been included in additions in
respect of interest enpitalised during the year, ofler deducting tax relief of £61

mitlion (1086 L340 million),

The not book amount of planl, machi ry, equipment and vehicles for the Group
includes £7+0 million (1086: £3.7 midlion) In rospeet of leased assels ofter charging
depreciution of £0.8 million {1986 £0-6 miflion),
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Notes to the accounts continued

12 Tangible fixed assets
{continued)

13 Fixed assel invesiments

The cost of freehold land included within freehold properlies is £143.0 million (1986:

£1427.:0 million).

The ne! book amount of leaschold property and capital work in pragress inclndes:

Leases wilh [ifty years or more unexpired
Leases with less than fifty years unexpired

Group
Related compuny
Share of net ossats at 2 May 1087 and 8 May 1080

Company
Suhsidiaries
Additions
Disposals

Related company

Group
1807
£m

1898
28:5

et

216-3

——

Lm

0.4

2685.0
44

(0:1)
2880
04

——

270:3

Group
1686
£m
1718
218

183.6

£m

04

——

172:2
0954
{2:0}
2656
04

e

26680

et

(a) 'The invostinents In subsidiory nnd related companies are stated al brought for-
ward vluation with the cost of sequiring MFI in May 1885, calculated in accordance
with merger accounting principles and comprising the nominal value of shares
issued together with the cash element of the consideration including expenses. The

{nde value of the lotal consideration wasg £685 million,

(h) The principal teading subsidiaries of ASDA-MPI GROUP PLC, owned directly
and fndirectly, vegistered in England, wholly-owned and engaged in the business of

retalling, except whore otherwise stated, ores
Assoctuted Dalries Limited

MFEI Fueniture Centres Limited®

Pricoless Kitchens Inc. (Incorporated in USA)
Allled Carpot Stores Limitod

MFI Properties Limited (property)”

*Indirestly ownes!
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13 Fixed ascet investments
{continued)

14 Stocks

15 Debtors

18 Investments

17 Creditors- smounts alling
due within one year

l(c} The Group holds 50% of the nrdinary share capital of Manorcroft Limited, which
18 engaged in the wholesale distyibution of dairy products in the UK,

In the direciors' opinion Lhe replacement cost of stocks does nol materially exgeed
the balance sheet valug,

Group Company
1007 1966 1087 1086
£m £ £m £m
Amounts falling due wilkin one year
Trade debtors 24.9 3.9 —_ —
Amounts owed by subsidiary
companies w-— — 266.2 244.2
Other debtors 1651 74 1.8 2.2
Prepayments and ncerued income 1 72 —_ —
49-1 485 368.0 2464
Amounis [alling due after more than
one year
Advence corpu, ation tnx
recoverable in respeet of proposed
dividend 80 13 83 14
Debtors on deferred terms 14 141 —_ —
5.0 4049 378:8 247.8

Investments include vacant proporlies nwalling disposal wrilten down (o nel realis-
able value of £1.3 mitlion (1086: £24 million),

Group Company

1047 1908 1967 1080

Lm Lm £m Lm

Bank overdrofts 5.3 §3-1 5.0 79:1

Trade credHors 202.0 1880 — -
Amounts owed Lo subsidiary

tompanicy — - 25.8 106

Tuxatlon 5656 43:8 53 9.5

Soclal security 7.6 ’:G — e

Other eroditors 50.7 40.3 03 5.7

Acriualy 457 205 0.8 09

Coligations under finance lenses 1.8 08 - —_—

Proposed dividend 24.4 MG 24.4 21,6

3014 404.3 704 12748

[P Sarvn o —— —t .
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Notes to the accounts continued

18 Creditors—amounts falling
due after more than one yenr

19 Provisions for Habilities and
charges

a8

Group Company
1807 1966 1987 1906
£m Lm £m Em
Taxalion, payable 1 January 1889 51.3 46:5 — —_—
Obligalions under finance leases
within two to five years 4.5 2.7 — —
Bonds due 2002 {note 1}
{interest rate 05%) 100.0 — 100-0 —
Convertible Bonds due 2002 {note 2)
(inlerest rate 41%) 1200 s 126-0 —
Loan roles repaynble up to 1004
{interest rates 4% above base
lendwg rate) 03 03 0-3 0.3
Loans repayuhlie 1005 (o 2022
(interest rates 9% 1o 103 %) 0-4 0-4 — —
Government grants 1.9 21 —— —_—
27849 520 220.8 G-3

et

v —

r——

On 16 May 1986, the Company issued £100 million of unsccured 8§% Bonds at
0949 97 nominal value redeemablo al par on 16 Moy 2002, The principal amount
was received In two instulmenls as lo 35% on 15 May 1886 and 644% on 30 july
1980.

The costs of the issue, umounling 10 £31 million, have been written off the Share
Premium Account,

On 3 March 1087, the Compuny lssued £120 million of unsecured 43% Convortible
Donds at par, redecmable on 24 April 2002 unless previously converted or
redeemed os oullined below:

i. Conversion Into ordinary shores ul bondholders' option at a conversion price
of 184y por share

il. Redemption ot Company's oplion at o premium to issue price reducing
annually until 28 April 1002, and therenfter at par

il Redemption at bondholders* option on 24 April 1092 at par plus interes!
supplemental to the eoupon rate of 43% caleulaled to yield an aggregote
interest return of 0:02% per annuin at thet dote,

No provision hos been made for supplemental interest, if any, payable if bonds are
redeemnd at bondholders’ option in Aprit 1002,

The costs of the Issue, smounting to £3.2 million, have been writlen off the Share
Premium Acoount,

Group

Delerred taxation 1087 1980
£m Lm

Polentict Habiljty:
Copitol allowances 47.0 481
Cupital galns 108 4-5
Short-term liming differences {1-6) -
56.2 52.6

ra——
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19 Provisions {ov liabilities and
charges fcontinued)

20 Called up shore capital

Provision relainad;

Group C
13137 1960 1057 ampanymas
) mn Lm £
UK capital allowances claimed in i o
excess of deprecislion charged 1840 30.4 -— —
Short term timing differences £1.6) —= 31) 14
17.4 S04 (3-1) 1.2

———— o ov— —— P

The amount recoverable in respect of advance corporation tax nn the proposed divi-
dend is included in deblors (note 15),

Anthorised Insued and fully patd
1087 1086 1007 1980
Lm £m £m Lm

D% Cumulative preferonce shores of
L1 eacch 1.0 19 1.8 1.0
Ordinery shares of 26p cach 3760 3754 2057 284.0

Frmnem Amtpmsamny el

3700 3710 267.6 2850

Under the terms of teust sloeds assocleted with the fssue of the 43% Convertible
Bonds 2002 fn March 1987, hondholders have the right to request conversion of
bonds into 25p ordinary shares n the Company on the ferms sot out in nole 18 on
page 38 1o these actounts, At 0 conversion prce of 164p pur ordinary share, lull
c;mverglon would resull in the Issue of opproximately 73 million new ordinary
shares,

On 29 Augumt 19065, 2.3 million ordinory shares were i8sucd in connectlon with the
Group's share participation scheme.

Following calls made ¢n shares under the varfous Option Sehrmes, 4.6 million ordi-
mary shares were [siued,

Under the Grms of the varfous Option Schemes of ASDA-MF] GROUP PLC, the
following options are outstanding sl 2 Muy 1907:

Pelea per
ordinary shore

Oplions {range) Yxercisably by
(8n0) p

Sandor Exegutive Share

Option Scheme 1078 57 66 November 1987
Senior Exeeutive Share

Option Scheme 1081 4,685.0 59-117 November 1990
Execulive Shate

Option Scheme 1084 22,0680 198-~158  February 1897
Savings Related Share .

ot 14,260-0 54~134 Anril 1994

Option Scheme
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Notes to the accounts continued

21 Reserves Shura Profit
Premium angd Loss
Account Acrount
Lm Lm
Group

At 3 May 1986 2.8 1884
Premium on shares lssued 4.0 —
Goodwill on acqguisilions —_ {32}
Cosls of bond issues (6.3} —
Retained profit —_ 80.5
AL 2 May 1987 06 224.7

Revaluatlon

Reserve

Company Lm
AL D May 14800 a4 2.8 637
Premium on shares issued e 4.0 o
Costs of bond Issnes e (6-3) e
Revalupifon realised (0+1) — —
Retakned profit e e 16
AL 2 Muy 1007 40.7 ¢:5 665

———— Araarnn ————

“The Group's share of retained reserves of the related company was £0-3 million at
hoth 2 May 1687 and 3 May 1086,

‘I'he profit for the finpncial year dealt with In the accounis of the Company was
£41:0 miltion (108t £50.0 milliunl,

22 Finunciel commitments ‘Phe directors hiave suthorised future copitel oxpenditure for the Group as follows!
1057 1086
£m £m
Conlratied 754 40:0
Not contracted 270:0 1580

The annual commitment under non-cancellnble operating leases which relates to
lond snd bulldings is as follows:

Group Group
1007 1086
£m £m

Leases vxpiring:
Within one year 0.8 02
Within two lo five yesrs 14 0.9
Therealter 22.7 10:4
2447 195

— et
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23 Pensions

24 Conlingent liabilitios

25 Subscguent events

Retirement benefits to omployoes nre provided by benefit sehemes which are funded
by contribulions from the Group and employees, The schemes which are adminis-
tered by trusiees are revalued every 3 years by independen| actuaries and operate
entirely independently of the Group’s finances, The schemes are fully funded end

contribulions are paid in accordance with the recommendations of the independent
actuaries,

'[‘hel(’;mup's contributions are churged against profits in the period in which they are
made,

i. Amounts oulstunding against letlers of eredit and counter-indemnities were
L1041 millien 11986, 210 5 milion)
il Supplemental Interost on 4305 Convertible Bonds 2002

No provision has been mude Jor supplemental intersst, If sny, payable if bonds are
cedecmed at the bondholders' option in April 1902 the maxImum supplemental
interent which would have arfsen fn the perlod 1o 2 May 1087 Is £0.8 million,

As explained in the chalrman's stalement, on 10 July 1087 the Board anncunced that
offers would be invited for MFI and Alllod, and that negotiations for the sale of the
Dairy Division of Axsocisted Fresh Foods had reached an advanced stage,

No provision has been made In these aceounts for proceeds or net proflis arising on
these sules,
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Analysis of
shareholdings

at July 1987

Sharcholdings range

Category of shareholders

Financial
diary

42

Number of shareholders 39,200

o Shareholders Shares

% Y%

1999 32.6 137
1,000 9,999 b5.7 5.2
10,000~ 49,099 7-4 5-3
50,000 - 89,599 1.6 36
100,000 - 249,099 1.3 6:7
250,000 -- 996,699 0.9 151
Over 1,000,000 1 IH] G3.6
100:0 1609

Sharcholders Shares

% %

Pension funds 04 62
Insurance companies 0.9 133
Investment companies 0:2 03
Banks and nominee companios 11.2 56.1
Trast companies 5.5 52
Other corporatle bodies 24) 3-3
Other sharcholders 70:8 158
£00:0 100:0

Annual General Meeling 9 Seplember 1087
Final ordinary dividend Payable 1 Oclober 1987 to shareholders
on the register at the close of business

on 14 August 1987.

Half year resulls to 14 Novembor 1987 Announced [anuary 1968
Interim ordinary dividend Paid April 1988
Preference dividends Payable 1 January and 1 July

AR e
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Notice of Meeting

RESOLUTION 1

RESOLUTION 2
RESOLUTION 3
RESOLUTION 4
RESOLUTION &
RESOLUTION 6
RESOLUTION 7

RESOLUTION 8

()TIC!-I 18 HEREBY GIVEN 10 the ordinary shureholdors
the Ninth Annual Gengral Meeting of the Company will

sivie 1all, Dawsous Cornar, Pudsay, Leeds LS28 5TA,
1987 ul 2,30 in the alternoon for the lollowing purposes:

To receive the report of the direetor

of the Company that
be held at the Pudsey
on Wednesday 9 Septembep

8 and the accounts for the fifty-two weeks to

2 May 1987 with the raport of the auditorg thereon and declare a dividend,

To re-elect the following directors:
Sir Godfrey Messervy

Mr K ] Marton

MrGS Carr

Mr G H Slow

Mr D M Gransby

To re-appoint Mossrs Ernst & Whinney suditors of the Company and to authorise the

directors to fix their cemuneration,

As special business to consider and if thought fit,

proposed as o specinl resolutlon thatl:

poss the resolution which will be

i subject to and in aceordanco with Article 10 of the Compeny's Articles of Associ-
atton, the directors be empowered 1o alint equily seeurlties for cash:

i for the purposes of the limitation on the
of the smd Article the pominnl amount

h1it;

sakd power reforred o in paragraph (o)
Lhevein mentioned shall be £9,375,000;

b the date un which such power shall expire (save ns mentioned In the said

Article} shall be the date of the noxt Annual Ge

ufter the passing of this resolulion,

A member entitled to attend and vole at
the mocting may appoint one or more
proxies to attend and on a poll vote on his
behalf: o proxy newd not be o moember, A
proxy form is enclosncd,

By osder of the bowrd
P R BAINES Secretary

Craven  Houge, Khkstoll Road, Loeds
L83 11
7 Augusl 1987

The reguster of disoctors’ interests i shares will,
tugtetlier with dircclors® sorvice ugreements, be avail
able for tspeciion during wsuad busiaess howrs on
any weekday (Satundags und  Public Hobidays
ewcluded} ud she rogiateeen] olfice from this date patf)
the late of the snna) gereral mecting and at 1he
phar e of the mesting for Blteon minutes prior to and
strta] the termination of tho meeting

nernl Meeting of the Company
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