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NOTICE OF ILLEGIBLE PAGES

Comspanies House regrets {hiat documents in this
company’s record have pages which axe illepible,

The poor quality has been noted, but unfortunately
steps taken to imprave shem were unsuccessful.

Compacies House would Jike to apologise for any
trconvenience this may cause

®

Companies House 15 an Erecitive dguacy of the Departime nt of Trade and Industry AWARDLD FOR ENCELLEHCE
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There are more than 20 differont dishes i Sanshuly's ra?gem
of freeh chilfed "Ready Meals” Prepared under the expst:{ ; i--
of traditional chels, they are ready for cooking in mjc,-m.‘.’:i %
of convenyional ovens Introduced in June 1986 they have
already captured over 10% of the markot
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1987 1986

52 weeks to 52 weeks to

£ million 21st March 22nd March Increase
Gr%cup Sales* S ‘. e ﬁ]bgg.a .7 amse o 13.1%.{
Retail Profit* 250.2 194.9 28.4%
Net Margin® 6.19% 545%
Assgociates—share of profit 17.9 13.6 31.1%
;c;;o{}p‘broﬁ: bifore Tax and Profit Sharing - © | 21 . . o 2085 - . 28.6%
Profit Sharing 21.2 15.8 34.2%
Group Profit before Tax and after Profit Sharing 246.9 192,7 28.1%
Group Profit after Tax and after Profit Sharing 158.0 127.3 24.1%
zEarr;ingsj per Shhré (35%. tax) ) - | - zzlésb o ’1792p - B 266‘}5
Dividend per share 7.00p 5.5p 27.3%
Annual investment 288.8 'y o zo_o—;';
*Figures include Homebase bt exclude SavaCentre and other Associates

ll;_rg_ﬂ_}iitﬁ:ﬁm Tax nnd Profit Shering Net Margin p aftﬂ::“

{77 967 values [FEEE] 1987 valuos
T ; . S - T—— —

M 1383 L4 1985 1308 1987

The year's incronse In profit before wtnx and Neot Margin has risen ateadily to tha record In five yoars Group sales have incroased in
profit sharing of £66,8 million s a rocord in levol of 6.19%, cash torms by 75% and in real tenms by 47%.

both cash torms and real terms.
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Chairman's Statement 1987 ’

Group Profit before tax and profit sharing
increased by 28.6% in 1987, to £268 million. This
is the eighth year in which profit has increased
by more than 20%. We believe that this record
of consistent internally generated growth is
unmatched by any other large UK company.
Over the eight vears profit has increased
eightfold.

Net margin on retall sales at 6 19% and current
cist return on capital emploved of 19 3% were both
st record levels, Earmings per share increased by
22 6% 1n real terms

These results confirm our gug¢eess 1n continuing
to provide today's shopper with good qualty at low
pnices and doing s0 1n an increasingiy effictent and
vroductive way The panel on page 6 shows how
consistently Samsbury's has held prices below those
of itg competitors and the churt on page 13 shows
productivity at record levels

Sales

Supermarket sales increased by 12.8%, Velume
growth was over 10%, of which about one quarter
came fromexisting storesandabout three quarters
from new stores. Food inflation at 2,4% was once
again below general inflation and was at its
lowest level for nineteen vears.

Qur shate of the nutionul trade in fosd and drink

shops as measured by the Department of Trade
and Industry increased from 9.1% t0 9.7%. An
independent audit of market shares for packaged
grocery products shows a similar proportionate
increase in our share, whilst our major competitors’
shares have hardly changed.

Supermarket Development Programme

The steady rise in market share reflects our
sustained supermarket opening programme,
which has been at 15-17 new stores a year for
the past seven years. During this period the
average size of new stores has increased from
16,890 sq.ft. sales area to 29,150 sq.ft.

Our new supermarkets are far superior to those of
seven years ago in car-parking facilities, shopping
environment and 1n the width of the range of own
label and branded goods Trading hours are longer
and customers spend more per visit; as a result,
our modern stores can trade comfortably at sales
intensmies which seven years ago often caused
congestion and inconvenience. Company-wide sales
intensity (see chart on page 15) continues to be at
twice the average for the trade.

We plan to increase the rate of new store openings
towards 20 a year over the next few years We
shall continue to fund the programme from internal
cash generation and further borrowing within
conservative critena
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New Product Development
This has heen an active year for product
development with the introduction of some
three hundred new Sainsbury label products,
Amongst these new products were, [or example,
a wide range of chnlled ready meals, vanous prepared
salads, quick-cook poultry and a selection of fromage
frais products. The promotien of new and highly
mnovative ines is an important constituent of
our colour press advertising which has again won
awards this year, Some of these advertisements are
reproduced on the inside back cover of this Report.
Qur buyers and food technologists have continued
the work, begun the previous yzar, of reducing the
number of additives 1n Sainsbury products and,
wherever practical, replacing artificial additives with
natural additives. Over six hundred producis were
modified during the vear.

New Systeinz Develonment

We have establiched a major competitive
lead in the use of in-store computers and price
scanning at the checkout. The large majority
of branches now have computers and a hundred,
accounting for a half of supermarket sales, now
have scanning.

Scanning enables us to provide customers with
a better checkout service, including a fully-itemised
t1ll receipt, and dispenses with the need for
price-marking of goods and separate weigh/price
points for fruit and vegetables. It also provides
branch and central management with much valuable
marketing and operational data.

The new technology in the branches 1s the most
visible part of a new generation of Company systems
which have bean developed over the past five years
under the guidance of user committees led by
relevant Board Directors The benefit of the new
gystems is wall illustrated by the sharp improvement
in productivity during the past two years, when at
the same time extra stalf have been employed to
improve sarvice at the checkout.

Suppliers

Wae take ride in building a long-term
relationshlp with all our suppliers of gonds
and services, large and small, and thank them
for thieir close co-operation during the year.

We have always been glad to supp.ort vigorous,
small companies in the food manufaciming sector;
our buyers and technologists work clusely with them,
particularly in devaloping products & be sold under
the Sainsbury label, At the same tim¢, it is pleasing
to record the good relaticns we enjuy with major
manufacturars and to see the very satis{actory profit
trend of their results in the past two years

¥iomebase and Asscciates

The five trading companies (see page 10}, in
which Sainsbury's has intarests varying from
28.5% to 76%, now hava sales amounting to
over £1 billion and profit amounting to £48
million. They are all suceessful businesses with

Raturn on Capital Employed
[riwa] Historic coat basta

Curzont tust baie
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Despite markedly increased site costs,
curent cost return on capital employed
has risen steadily to a record of 19.3%.,
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In five years mote than one billion pounds
has been invested in the business,




good prospects, and I expect them to contribute
an increasing proportion of Group profit in
the future.

Homebase, our DIY subsidiary {see page 8),
increased profit by 54% to £3.2 mullion. In January,
Hemebase commissioned a new depot at
Northampsion, which will incegaae ttie propeuiion of
goods handled through Homeisae 3 own distribution
system to over 50%. The system is unique i DIY
retailing in this country and will bring considerable
operational benefits,

SavaCenire increased its profits significantly
and has now received planning consent for two
new hypermarkets - at Merton (South London) and
Sheffield (see page 9). The non-food section is
being significantly enhanced by the inclusion of
new Storehouse ranges.

Haverhill Meat Praducts returned record results
reflecting improved productivity after the major
changes of the last two years,

Breckiand Farms had a very satisfactory year.

We are very pleased with our investment in our
U.S. associate, Shaw's Supermarkets Inc., where
we raised our interest from 21% to 28.5%. In 1986,
Shaw's increased sales by 20% to $1.1 billion and
profit before tax by 14% to $31.1 million.

Board of Directors

Mr. Len Payne retired as a Director in December
1986, having been Distribution Director for 12 years
and responsible for the Company's systems’
development for 7 years. | welcome the opportunity
to record my appreciation of the considerable service
he gave the Company over these years.

e

Staff

After such a successful year, it has given me
particular pleasure that the Group's all-round
management strength received independent
recognition from two important business
survevys.

In April some 30 analysts from stockbreking firms
and large investmernt institutions were asked by
“Business” magazine to assess the 160 largest British
public companies against five criteria: management
dynamism, marketing skills, financial management,
guality of products or setvices and personnel
management, Sainsbury’'s was rated the top
company over-all.

In Qctober, the magazine "Marketing Week"
placed Sainslury's at the top of a poll by 650 leading
marketing executives (see page 7). One of the
qualities singled out was "the ability to attract,
develop and keep talented people”.

1 trust that this ability, above all, is one at which
Sainsbury's will continue to excel, to the advantage
of customers, shareholders and indeed the staff

themselves. One in four of our staff are shareholders

through the profit sharing scheme, I am sure ail
other shareholders will join me in congratulating and
thanking all who work for Sainsbury’s, Homebase

and the associate companies on the achievements of
the year and for their hard wotk and commitment,

John Sainsbury Chairman
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Good food costs less at Sainsbury's

Punce in
the &

diffsrenon

T{W

e
o -Wummw e Satnsbury's

-3

b & —E Ak T T T S ak e saoe=

\ 133 19564 1965 195 1967

Source Soinsbury Ressarch

Price is a key factor in competition and
is keenly monitored,

) ) The leading independent price survey consistently

+ shows Sainsbury's to be one of the food chains with the

lowest prices for a representative “shopping basket” of
regularly purchased products. The agency does not

- Smallar reveal the contents of the “shopping basket" nor allow
e the results to be published other than to subscribers.
Avinge - N For the past 15 years Sainsbury’s has conducted its own

e e = monthly surveys, using a “shopping basket” of 150

o e e large products, which represent its own sales mix in

e food chaina traditional groceries and perishable foods {(with the

exception of fresh fruit and vegetables but including
e - fresh meat ar{d poultry). The actual contents are kept
confidential to the research group responsible

for the survey.

The chart shows the price differences, as pence in the £,
between Sainsbury's and the average for other large and
for smaller food chains. The results of the monthly
surveys have heen averaged to give the annual figures.
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: Last aut th ine Marketng Week | ist
&st autumn the magazine Marketing Wee i
. ; set out to find the best marketing i THE QUALITY OF PRODUCTS OR SERVICES
f | company in the UK. | THE PROFITABLE PRICING OF PRODUCTS OR SERVICES
: , ! THE OVERALL FINANCIAL PERFORMANCE IN
\ The answer was Sansbury's, THEIR SECTOR
v ; ; : ; . THE ABILITY TQ ATTRACT, DEVELOP AND KEEP
E This emerged from interviews with 650 ; TALENTED PEOPLE
! leading marketers working in seven . . ]
n industry sectors who were asked to assess
i the marketing performance of the leading 2nd
{ companias in their sector.
, THE DESIGN OF PRODUCTS OR SERVICES
In coming top over-all Sainsbury’'s was L ]
_ also ranked best in the "Retail and : e e s —
’ Household Stores” sector and in first, f 3rd
second or third position in seven of the X
nime separate marketing attrnibutes assessed THE SUCCESSFUL DEVELOPMENT OF EXISTING
£ PRODUCTS OR SERVICES
nd THE DEVELOPMENT OF SUCCESSFUL NEW PRODUCTS
OR SERVICES
g. ST

7



T T e —

g n

LR

R
PSS

o
2anr T

s 3

T,
e
o

o
5
s,
SRR
e
faty =

ST

e N
13 '.!“\ fe v
Stk i
g EX] e

.

;

1 oraneiriile <
T L E

et
e

oY " s, - i =
i AR I e
AR EE Sy e o T e

Subsidiaries and Associsates

EERR

T s :
T EE,.. S = S ¥ s SR
TeEnrisa = N FA

S

ENth pld
03 LS, e PR
.

IR e o i
F b Fark!

TR T

shay ML ELE Y
s i

Pl Tt b 1 EY

e
i Z it
N

P

Homebase Limited Sav

Homebagte Sansbury & Bomie improvement and 5
garden eontre subszdary nud ansther suecessiul QUi
year Sdalesmereased by 230 1o £107 malhon Helped hael
by maghor employee predacinaty and the une of N
soploaticated computer systems epeating profy bitd
rose by nomoot encoaraming 547 10 £2 2 milleu 1ang

At ther wear-ened there wero 32 siores badineg I s
Marniiodd £ openi at feast 25 Homeebuses hy 19090
with 6ol LD I HHie CUrent veart

The Sanchury tading philesaply 1 reflected at
Homse s see i the qquuadity and value of e produet
rance dnd s dedieation 1o eugtomer service
Homt buasey ilwancy the Satnsbyary ot ol
deved piet st cwn bl preduets of whoeh there g

aorisaingy Ltenber Thie Foace Poesd oampaian whach

offers a wedes e narae at lone=torm o
COTULNGHS T T Dvides v CUst shior with exeep il
value for pyoaiey
Smingbury ¢ poartte
company ated b Ly
CBInns- B S A

o Hoaobar e s e Boiman
iy

N RETHS SHE ISP BT

A gl Hoeme bawe eomprses abowt 35.000 sq ft of
soversd waivs e with an vutatde area of 17800 sq 0 for
rnrsory plants aned bulding matenials Parking 1s provided

Bt M of 200 vars Evor-ald the Hemehbase Stole
FOTMELE G B e BB et apd epbovs gbout 70 poaple
Shewn abe w1 thie nivse store gt Bath adaeent to the
Snnt ey spermariet and the testorsd Greon Park

et ni Al Beawnt apo vehiedes e the pow distnbutien

Aopet at Nathang o the meteasanaly familar
Heno b ey

shiw
food
to b
Gien
rion-
“Ere
o
T T
Qs
Th
EXp
Mot
b
185 L)
(nesir
{Sont



|
.1

o

r{.’f HIN
b
g

A

the

il
nhutic
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Subsidiaries and Associates

Shaw's Supermarkets Inc.

Shaw's 1s a very successful supermarket company
whose trading ongins go hack to the 1860s. With 47
stores in the New England sta.es of New Hampshire,
Maine and Massachusetts. it employs 10,000 people.
Sales have doublad every five years for the past 15
yaars and in 1986 exceecded $1 lillion,

Five new stores were opened dunng the year, two
replacements and three m new marketing areas,
adding 136,000 =q.{t to sales area In 1987, the
company expects to add a further 15% sales area
net, through eight new stores

In October 1986 Shaw's obtained a NASDAQ
National Market Lisung following a successful pubhc
offenng of 10¢; of its equity At the same time
Samnsbury's increased 118 holding to 28 5%

Shown her2 15 the new 52,000 sq fi. “Super Shaw's”, at
Stratham, New Hampshire,

Haverhill Meat Products Limited

Haverhill Meat Products, with Palethorpes, its
wholly-owned subsidiary, is owned equally by
Samnsbury's and Canada Packers Inc, of Torento.
From its factonies in East Angha and Shropshire 1t
produces "Tendersweet” bacon and a wide range of |
potk products, mainly for Sainsbury's,

In the last two years there have been considerable
gamns in productivity with the introduction of
improved working practices. The company's
recovery i 1986 has been followed m 1987 by
a 6% ncrease in sales and an outstanding 79%
Increase in profit.

Subeldinry and Trading Associates ~ Summary of Rosults
{100% » & MILLION) BALES PROFIT !
1987 1998 1987 1986 :
Subsidiary: ]
Homebase 107.2 7.1 32 2.0 !
Asgsociatos: ‘
SnvaContie 288 7 278.9 16.9 12.6 3
Havarhili Meat Products 107.4 101.3 64 38 ¢
Bteckland Farms 70 6.5 0.6 0.8 :
Shaw's* 746 5 7096 21.4 21,0 !
- - NS memeaar s o T s Y, L ik T c
. 12568 1,183.4 485 40.8
"Tleslta tanslated 68 o8 AVerag0 tate of K1 = $1 4643 ¢ 157 and 3 < $1.28% for 138




Sainsbury’s in the Community

Sainsbury's seeks to make a contribution to
the community at both national and lecal levels
in addition to its contribution as a retailer.

Local Involvement
At s simplest, and most ditect, Sansbury’s
responds to many chamniable local appeals Stores are
also able to take an imuative through the Company’s
*  "Good Newghbour” scheme which each year
. concentrates on a specific theme In previous years
the scheme has supported youth clubs, the mentally
handicapped and pre-schoo! projects. Last year the
scheme was directed towards the elderly
Samsbury's employess are very actively concerned
with ¢giving and chanty fund-raising In 1986/6 more
than £100,000 was given 1o the NSPCC, and £50,0600
to Acuion Researcn for the Crippled Child In the
at financial year just ended, Sainsbury's stafl raised
maore than £250,000 for the MacMillan Nurses {or
cancer patient care. A “Give as You Larn” scheme for
staff has been introduced 1n association with the ; N S ey D
Chariues’ Aid Foundation. AN A PO Y
Sainsbury’'s supports a hmited number of Local X ¢ R

134

A

ee A
Enterprise Agencies. In conjunction with the London 41 el
1s Baorough of Harningey and The London Enterpnise fff*? e
' Agenacy, 1t 13 establishing a job creation scheme 1n G
Lo Tottenham based upon the furmer Sainsbury’s store
re it
nge of Arts Sponsorship LRy ey
Sansbury's 15 a leading sponsor of the Arts with a : ?«‘ ;’:&‘im S

kel i | {rfyony
lorable  well-estabhished programme This 1s based, firstly, R - v A
on the sound commercial premise that well directed Qlste ‘ ‘ ol L
and 1maginative sponsorship of the Arts can bring L4 - AR
prestige and credit to the Company Secondly, Arts " ‘
sponsorship offers the Company an opportumty to
make a contnibution to the quahty of hfe in the
commumties where 1 trades For this second reason
considerable effort 1s made to 1dentify and support
cultural activities which reach out beyond London
The single largest sponsarship event of the year
was Sainsbury's Choir of the Year Competition,
televised by the BBC in eight weekly programmes
Over 300 choirs auditioned and 48 took part in the
recnonal heats. The semi-finals and finals, held in the
Buxton Opera House last November, provided a
maemorable weekend of song
A new sponsgorship of the Nauonal Youth Theatre
of Great Britain will ensure that the best of Britain's
young acting talent 1s avalabie for the NYT's seven-
week summer season 1n London The National
Theatre Stucho, the expenmentat ving of the
Nauonal Theatre of Great Britain, wiil alse beneht
directly from Sainsbury’s spensorship

|~

Sy p dakey the, At s Joenitn e Sk’ Chor ol
Shee Yoour Comnpe S whss Lasd 0o poquc 1l bedts the Sarfler's
Welo Kot Bt vn e 3 Do B Maseweaher Bremmngham and
Foprwe itk rdsanicg s rosisg toar e N1 weil e heledine

dwlin e by sy pe gt e at the country 11
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Employee Review

Employment SR i
The number of people werking for Sansbury's Bt ? Wig, & 4,‘,;;:
A1 i )

apew Ly mere thici 3 006 dunng the year ty bnng the

rotal fimbier of employess at the year-end 1o ovet

/9 006 1 the lact free vears the Group's expansion

Yias direetly created mate than 19.000 jobs as well ag

ereatinieg 1obo wcireetly for supplters and contractors
Fartetune omployecs tepresent aver 60 of all
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sehedubineg b meet peak trading penads and longer

ORI BOmEs 16 an unpettan® facton in productivity
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Remuneration and Benefits
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surplus of £75 mulhon, all of which was used to
unprove benefits for members and pensioners.
The proht sharing schema. 1n operanon simnce
- 1980, is additional to pay. The amount set aside
- each year {or profit shanng 1s determined by an
* objective formula that 1s highly geared to Company
8 performance, Just over half the staff qualify for rthe

: ; scheme under the two-year service requirement.
$
E'
3

. For the year just ended, £21.2 milhon will be shared
by some 36,500 staff ~ who will each receive: the
equivalent of five and a half weeks’ pay to be taken
as cash or Company shares,

» Share Ownership
» Samnsbury's actively encourages employees to
i become shareholders through the profit sharing
and share option scheines

In 1986, about half those able to do so took all
or part of their profit entitlement in the form of the
. Company’s shares, 10 be held in the profit sharing
- scheme share trust for a minimum pericd of two
. years, An employee on average Company earnings
taking shares in each of the eight years of the
scheme’s existence will hald nearly 1,500 shares
gither directly or through the trust,

Sainsbury's has operated a savings-related share
option scheme since 1974. The most recent offer in

T, October 1986 attracted the largest ever response,
! with more than 5,500 employees entering into
=N five-year savings contracts, During the year

approximately 10,500 employees saved £4 million
" under the scheme, and at the year-and held options

HbE )
;éb:,fé ey over 10.7 million shares.
; \;};«5 g’{, This level of involvement and commitment has
APA Lr2 LA

been a vital element in the Company's success.

P
T,

TRy AT T
=

Recruitment and Training

In order to maintain its development and its high
. operating standards, Sainsbury's must continue to
£1' recruit and train people of the highest calibre from
1{' @ wide range of disciplines.
J Each year more than 800 young people join one
i of the Company’s management training schemes,
i About half join as “A level” uainees, about 170 as
graduate trainees with the remainder coming mainly
from internal promotion. Management training is a
continuing process. Each member of retail
management has on average seven days' traming
% a year “off the job” - comparad with the current
+ average for all British companies of a single day.

Al YTS students who successfully complete the
Ml st year of the two-year scheme with the Company
gt are offered permanent positions. Currently there are
300 YTS studenis in tratning.

In an industry known for 1ts high labour turnover,
it Is & source of pride that more than 8,000 staff -
12% of the workforce - have been with the Company
for over 10 years.
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As well as incrensing produstivity, the
Company has created aver 19,000 now johs
in five years.
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Productivicy (Sales per {ull-tima
equivatont employee) has Increased by
12% in real terms over five yoars,
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COpenings 1986787

Supermari:ets Sales Area sq. ft.
Exeter 26,870
Chiswick, London 29,460
Selly Oak, Birmingham 27,020
High Wycombe 26,450
Stevenage 37,040
Taunton 23,280
Heyford Hill, Oxford 34,280
Winchester 27,050
Warwick 27,070
Pinner 26,660
Uxbridge 32,460
Crayford 33,750
Letcester 28,690
Colchaster 32,560
Finchley, London 24,610

437,250
Homebase *Sales Area sq. ft,
Bath 43,510
Crayford 44,670
Wakefiald 33,070
New Southgate, London 40,830

162,080

— i

Profected Openings 1987/08

Supermarkots Sales Arca sq. ft.
Lee Grean, London 29,100
Nuneaton 28,140
Bury St Edmunds 29,310
Wandsworth, London 32,600
Swindon 31,180
Paole 30,280
Qldham 30,030
Milton Kaynes 34,490
Hanley 31,930
Detby 34,050
Eltham, London 28,480
South Ruislip 31,000
Sheffield 29,220
Wolverhampten 26,160
Ladbioke Grove, London 33,150
Cheltenham 30,430
489,530

Homebase *Salos Aroa sq, ft,
Worcestar 41,980
Leicaster 40,780
Rayleigh Weir 43,480
Newecastle-under-Lyme 34,830
Derby 42,900
Rochester 37,730
Stockport 41,000
282,710

*Includes both covered and open sales area

Summary of Results/Retail Statisticy

ST

L3,

Rosults L million

Sates
Increase on previous year

Ratail Profit

Net Margin

Associates — share of profit — SavaCentre
~ Qthers

Profit before tax and profit sharing
Increase on previous year

Profit sharing

ax charged

Frofit after tax and profit sharing
Extraordmnary jtems

Earnings per share (35% tax4t
Inciease/(decrease) in real tarms
Dividend per sharet

Retalil Statistics

Numbor of outlets at financial year-ond

Supermarkels - over 20,000 sq. it. sales area
10,000-20,000 sq. fi. sales area
under 10,000 sq. ft. sales area

Total
Smal stotes
SavaCentre
Homebase

Snlas area (000 sq. ft)

Total Sainsbury

Net increase on previcus yea

SavaCentre

Homebasa (approx 60% covered, 40% open sales nreq)

1

i

<

New supermnrket openings
Average size of new supermarkets oy, L)
Average size of all stpermarkets (sq. ft )

Y3

SiE

et

Avarago supermarkot sales
Per supermarket {C per week)
Per square foot {€ por weak)
Share of natfonal trade in food nnd drink shopa
(based on DT data)

S

® T

Analysis of Supormarket Sales Aron

Supsrmatkets v 20000 squas feot
Supatmarkecs butwoen 10,0008nd 20000 squaze foor I8
[ETEDT Sopermaskots undor 10000 aquace feet i
5 o -

1985 1986

There are now 108 stores with sules areas .
of over 20,000 squara feat accounting for '

56% of our total gales area.

b



1978 1979 1980

1981

Hupotmarknt Sales pe: square foot of Bales Area per woek

1560

A T L it

St 1 3

e e

MB

e e

L op w82 w04 1985 1988 1587

— 1982 1983+ 1984 1685 1986 1987
g1 1,007 1 12266 1589 2 1950 5 231L8 26885 31353 L) 4,043
222 24 28, 21 8% 29 6% 22 7% 17 89 18 1% Mg iaen 'OEZ?%
et
71 31.8 454 B84 4 866 1019 1337 158 8 194 9 260.2
3 35% 3 16% 3 70% 408% 444t 4 40% 487% B 06% b 458, 6.19%
. (gg; (?gt o 02 1.8 37 44 48 63 8.5
{ ) 1.2 1.0 17 16 44 73 9.4
! 276 326 46.0 658 89 1 1073 139.7 168 5 2085 268.1
! 53% 18 4% 41.0% 42.9% 35.6% 20 0% 50.2% 205% 23.8% 28.6%
; - — 2.2 ay 5.7 66 97 121 158 21.2
66 63 87 127 15.4 274 410 480 66 4 88.9
210 26 4 35.1 49 4 68.0 733 86.0 108 4 1273 168.0
- - 44 39 28 - - - - _
2 70p 3.20p 4 28p 601p 8.04p 9.61p 12.26p 14 B4p 17.92p 22.68p
(7.5%) 9.4% 15 6% 20.7% 20.0% 10 8% 21.9% 13.8% 15 6% 22.6%
0 76p 0.89p 1.28p 1.81p 2.44p 2.9 2.78p 46p 6 5p 7.0p
}Adwsted for capilahsauon issucs i 1980, 1992 and 1384
\ ‘The 1083 tesults ate for the 52 weeks to 26th March 1383, howaver for comy POSES P s changes (olato o the 52 weeks to Xith February 1982
) 23 26 26 28 39 44 60 7 93 108
- 107 11 122 135 139 149 147 143 140 135
! 55 53 49 45 40 36 35 33 30 27
{ 185 190 147 208 218 229 242 253 263 270
4 32 33 34 29 27 22 20 18 17 13
; 1 2 2 4 5 5 5 6 6 6
- - - - 2 7 14 23 28 32
'- 2,499 2.616 2,766 2,978 3,282 3,564 3,044 4,326 4,602 5,634
: 4.5% 4.7% 5.7% 7.7% 10.2% 86% 10.7% 5.6% 8 5% 7.3%
i 73 138 138 275 358 356 356 424 433 413
; - - - - 80 308 624 1,038 1,261 1,424
: 7 7 9 15 17 17 16 15 15 16
18,650 18,040 14,830 15,890 21,060 19,150 25,530 26,080 27,430 29,150
P 13,080 13,330 13,500 13,940 14,720 15,310 16,070 16,900 17,670 18,510
%
: 82,000 99,400 117,000 145,500 171,100 192,200 214,200 234,300 256,200 278,300
! 633 7.50 871 10.57 11.99 12.83 1358 14 27 1487 16.43
4 8% 5 4% 5 6% 83% 7 0% 76% 8.2% 8.7% 9.1% 9.7%
‘ Supormarkot Salos Intensity Dividond por Sharo Earnings per Share (35% tax)
Arwunl Actnl Actunl
7 1087 valuos =] 1987 vatuos [Emm] 1967 valuss

p a3 19684 1985 1966 1997

Tho Company has maintainod sales
intensity at about twice the industry
avomnge dusplto the very considerable
Incronss In thy siza of stores,

Dividand por share has doubled in real

termsin five yenrs,

Earnings por share have almost doubled in
real terms In five yoars,

16
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Report of the Directors
far the 52 weeks to 21st March 1987

Croup Performancek

Profit and Dividend

Principal Activities

Share Capital

Capitalisation Issue

Finance

Market Value of
Properties

Fixed Assets
Research and
Development

Employment Policies

Dunations

A review of the Group's performance duzing the year, with comments on the
financial results and future developments, 1s contained in the Chairman’s

Staternent which is adopted as part of this Report.

iit of the Group hefore taxation a_m_d profit sharing amcn_mted to
gggsplmigi;llion. After dl:ducting £21,2 million for the profit sharing scheme,
£88.9 million for taxation and £49.9 million for dividends paid and proposed, a
hatance of £108.3 million has been transferred to reserves.

The Di{ectoxs are proposing the payment of a final dividend of 4.&_3513 per share ot - ¢
17th July 1987 to'shareholders on the Register at the close of business on 18th
June 1987; together with the interim dividend paid of 2.05p per share, this miikes - S
a 1otal dividend for the year of 7p per share. "

The principal activity of the Grouy is the retail distribution of food, Other .
activities through Subsidiaries and Associates include the operation of homsa
improvement and garden centres, hypermarkets, pig producticn and the’
processing of bacon and pork producis. :

Duiing the year further shares were allotted and options granted under the
Company’s share option schemes for employees. Details are shown on pages 26
and 27, On 28th July 1986 and 1st August 1986 the Company allotted 1,736,417
and 97,336 shares respectively to the Trustees of the Profit Sharing Scheme
Share Trust.

On 4th September 1986, the Company made an allotment of 2,359,806 ordinary
shates it connection with a further acquisition of shares in its U.5. associate.

The Directors are recommending a capitalisation issue on the basis of one new ¥
share for every existing share held on 19th June 1987. The new shares will not rank &
for the final dividend to be declared at the Annual General Meeting but willrank @
for any dividend declared subsequently. The capitalisation issue will not affect the

total amount of dividends payable by the Company in the future. ﬁ ,

On 17th October 19886, the Company issued the remaining tranche of £40 million 3?
107% per cent. Notes 1993,

On 5th November 1986, J Sainsbury (Finance) B.V., a wholly-owned subsidiary of ff
the Company incorporated in the Netherlands, made an issue of Yen 5,000 million "%~
5% per cent. Guaranteed Notes due 1891. §

On 5th December 1986, the Company arranged an uncomrnitted facility to borrow "IQ
amounts up to a total value of £100 million outstanding at any one time through
the issue of sterling commercial paper. B

An internal valuation of the Group’s freehold and long leasehold properties was o
carned ous by the Group's own qualified staff as at 23rd March 1985, Based on this ¥’
valuation the Directors are of the opinion that the properties included in the '

\a’glcoums at their book value of £908 million have a substantially greater market J;J
e, .

B
The movements of fixed assets re shown in Note 1 on page 22. i

The Scientific Services Division employs 136 people who work in close A

assoviation with suppliers to develop new produc intai lity and
hygiene standards, P P ts and maintain quality

Grouglemploymem policies respect the individual and offer career opportunities
regalr ess of sex, race or religion. Full'and fair consideration is given to the
employment and opportunities for training and development of disabled persons

according to their skills and capacit i isti '
- ¥. The services of any existing employee who ;
becomes disabled are retained wherever possible, g 9 empey ¥

]

Sawinsbury's has a very extensive and well-established structure .- communicating
with employees:, especially in relation to the financial results at the year-end. -
.c]:omt {?t()ngultatlvc Committees, attended by senior personnel, and a Pensions
vic::::t :g;et C}l{omt:mttee discuss matters of concern to employees and allow their
views i« aken Into account in making decisions which are likely to alfect :

elr interests. A monthly journal is produced for the benefit of employees.
Donations to charitable organisations
whach included contributions
schemes, and the Atts, There

1
4
.

h M‘Nu,n

T
amounted to £0.6 million {1986 £0 4 mﬂl_“"‘?j'\iyz j
1o enterpnsg agencies, job creation and educational .
were no political donations. l
!
|
|
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Directors

Directors' Interests

Substantial Interests

Auditors

The Directors are shown on page 2. All the Directors shown held office throughout
the year. Mr. L, S. Payne held office during the year until his retirement on

20th December 1986 In accordance with the Articles of Associatiorn, a Resolution
will be submitted to the Annual General Meeting for the re-appointment of

The Rt. Hon. James Prior, who retires by rotation and offers himself for re-election.
Directors holding executive office are not subject to this requirement. Mr. Prior
does not h_oldy a service contract. No Director had during or at the end of the year
any material interest in any contract of significance to the Group's business.

The number of ordinary shares and options over ordinary shares held by the
Directors and their families at 21st March 1987 were;

Ordinary Shares
Beneficial Cptions

. 1987 1986 1987 1486
Sir John Sainsbury 23,745,338 51,331,746 —_— 34,082
Sir Roy _anfiths 49,007 114.637 107,393 87,215
D. J. Sainsbury 168,608,608  170.223.608 105,220 105.220
G. C. Hoyer Millar 223,158 254,573 55,164 61,442
J. H, G, Barnes 102,174 96,150 69,886 53,343
R. T. Vyner 15,729 3,362 90,696 102.902
C. Roberis 61,163 89,868 115,165 83,780
R. A. ingham 51,905 57,456 70,070 76,250
R. A, Clark 71,032 74.026 56,562 42,905
D. E. Henson 54,652 26,201 55,161 121,142
D. A. Quarmby 975 75 57,276 15.822
K. C, Worrall 49,540 48,504 89,848 66,410
Sir James Spocner 2,400 2.400 _ o
The Rt. Hon, James Prior 1,000 1.000 - nene
Mrs. D, C. Eccles 1,000 - - s

Notes:

Beneficial holdings include the Director's personal holdings and those of his spouse
and minor children as well as holdings in family trusts, of which the Director’s
spouse or his minor children are beneficiaries or potential beneficiaries.,
Non-beneficial holdings of Directors were as [ollows: Sir John Sainsbury 1,050,000
{1986 17.302.520); D. J. Sainsbury 261,528{19806" 272,674, Sir Roy Griffiths 64,587
11966 Fhll. Non-beneficial holdings include holdings in charitable trusts of which
the Directors are trustees.

Directors' interests in Loan Stock were: Sir John Sainsbury, beneficial 50 {1386 &0},
non-beneficial 465,000 (1986, 455,000); D, J. Sainsbury, non-beneficial 2,090

{1986 &b,

Between 21st March 1987 and 4th May 1987 there were no changes in the
Directors' interests,

The substantial interests notified to the Company are as follows: H.O.N. &V.
Trustee Limited and Vanheimer Trustee Limited, both of which ara trust
companies owned by the partners of Herbert Oppenheimer, Nathan & Vandyk, the
Company's solicitors, and W, M. Pybus.and Miss J. Portrait, partners of Herbert
Oppenheimer, Nathan & Vandyk, and C. T. S. Stone are trustees of various
settlements, including charitable settlements. At 4th May 1987 the total holdings

of the trusts of which the above are trustees amounted to 11%, 10%, 10%, 11% and
5% respectively. As trustees and beneficially, 8, D. Sainsbury gnd T A. D. Sainsbury
hold 12% and 8% respectively, All these holdings include duplications.

Clark Whitehil! are willing to continue in office and a Resolution to re-appoint
them as Auditors and to authorise the Directors o fix theit remunaration will be

submitted to the Annual General Meeting.

By Order of the Board
N, F. Matthews
Secretary

19th May 1987 -

/\/_7"_.{/ "-‘f.fr —
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Balance Sheota

T g

21st March 1987 b
: Group- Company
Note 1987 1986. 1987 1986
£m Em - £m. 'fm
Fized Aggate . :
Tangible Assets 1 12648  1,069.3 1,177.9 993.3
Investments 2 65.8; 55.6° 98.1 91.1
1,3306 ° 1,124.9 1,276.0- .1,084.4
'Curirent Agsots , ‘ . L ‘ .
Stocks 178.6 174.4 ) ©160.1° 169:0
Debtors 5 398 37.4 ‘ 25.0 354
ACT Recoverable 6 11.8 5.8 - 118 58
Cash at Bank and in Hand ‘ _ 55.1 48.6 ‘ 52.9 46.8
2863 . 266.2 249.8 247.0
Croditors: due within one year ) 7 . {6837) ' (643.5) ' (627.9) (615.9)
Nat Current Liabilities ‘ ' (398.4) (377.3) . (378.1) (368.9)
Total Asgots Logs Current Liabilities o122 7476 897.9 716.5
Creditors: due after one year 8 (135.6) . (73.1) (127.4) - - (64.9)
‘Deferred Income 9 (8.1) (13.6) (7.7 {13.6)
Minority Interest (7.2) (7.4) - —
781.3. 653.5 762.8 637.0
Capital and Reserves 4 _ L ,
Called up Share Capital 10 . 178.2 176.3 178.2 175.3
Share Premium Account 11 . 34.1 12.0 34.1 ©12.0
Revaluation Regerve ‘ 12. 28.5 31.9 28.5 31.9
Profit and Loss Account 13 540.5 4343 522.0 417.8

781.3 . 6835 762.8 637.0

Notes on the accounts are o pages 22 to 30

COUPNILES REGESTRATIOM

Y7 AUG 1987
M, g

The Financlal Statements on pages 18 to 30 | roe
were approved hy the Board of Directors on . e

19th May 1887, and are signed on its penal
John Sainsbury Chairmen. J *

Roy Griffiths Deputy Chairman g

ot
et



Group Profit and Loos Account
for the b2 weeks te 21st March 1987

Note 1987 1086
£m £m
Group Sales (including VAT) 4,043.5 3,675.2
VAT 1864 16811
Group Sales (excluding VAT) ' 3,857.1 3,414.1
Cost of Salas 3,542.9 3,152.2
- Gross Profit 3142 261.9
- Administrative Expenses : . ' 81.7 72,3
; Other Operating Income (Net) To1g 9.1 5.9
: Net Interest Receivable/(Payable) 15 . 86 (0.6)
i o
. Retail Profit — net margin on VAT
o inclusive sales 6.19 %(5.45%) 16 260.2 194.9
Asnsoriates - share of profit \ 4 17.9 13.6
Profit before Tax and Profit Sharing 17 2681 208.95
Profit Sharing 17 L2z, 15.8
Profit on Ordinary Activities before Tax S 246.9 192.7
Tax on Profit on Ordinary Activities 20 88.9 65.4
i . Profit on Ordinary Activities after Tax . 168.0 - 127.3
. Minority Interost M ' ' 0.2 0.1
! Profit for Financial Year ‘ 1658.2 127.4
. :
: Bividends 21 49.9 38.7
Profit Retainad 13 108.3 88.7
Earings per Share — actual . 22,33p 18.23p
~ fully taxed basis at 35% 22.68p 17.92p
T vl
. I A e
¢ L ug Ao A
. “ i .. |“n ) g
L 3 1R \\’l 'k
; N T
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Group Statement of Source and Application of Funds.

for the 52 weeks to 21st March 1987

Source of Fundis

Profit on ordinary activities before tax

Adjustments for items not involving movemernt of funds
Depreciation : \ '
Share of profits before tax of Associates
Deferred income

Total Genoerated from Operations -

Funds from Other Sources

Share capital

Minority interest capital contribution
Disposal of tangible fixed assets
Issue of 67% Guaranteed Notes 1991
Term Bank Loan 1991

Issue of 107%% Notes 1993

Application of Funds

Capital expenditura

Dividends paid

Tax paid

Net advances to/(from) Associates:
Redemption of debentures

Roduction in Working Capital

Increase in net creditors
(Increase)/Decrease in stocks

Increane in Net Liquid Funds (including Short Term Notaen)

s

1087

1986
fm fm
246.9 192.7
49.8 40.3
(17.9) (13.6)
(6.6) {4.2)
273.3 2'15.2
© 259" 8.3
- 1.0
45.3 14.0
20.0 —
2.5 -
39.1 59.2
406.1 297.7
290.6 247.4
41.7 332
57.6 46,3
47 (2.1)
- 0.2
394.6 325.0
87.7 27.9
(4.2) 2.9
83.5 30.8
95.0 3.5




Accounting Policlies

i
.

Basis of Accounts

Sales’

Cost of Sales

Deferred Tax

Depreciation

Capitalisation of
Interest

Research

Interest Receivable
Sale and Leaseback
of Properties

Stocks

Foreign Currancias

Associatus

Rarnings per Share

“'The Group acccunts, which have been prepared under the historical cost

convention as modified by the revaluation of certain properties, consolidate the
accounts of the Company and all its Subsidiaries made up to the Company's
financial year-end. No Profit and Loss Account is presented for the Compeny as
provided by Section 228(7) of the Companies Act 18985,

Sales consist solely of sales through retail ocutlets, and exclude rental and other
income.

Cost of sales consists of all costs to the point of sale including warehouse and
trensportation costs and all the costs of operating retail outlets.

Provision is made on the liability method for deferred tax whics could become
payable within the foreseeable future having regard to the Cioup'’s projected levels
of trading and capital expenditure.

No provision is made for any potential liability to corporation tax on capital gains
in respect of either net gains arising on disposals of assets subsequent t0 6th Aprit
1065 or future gains that might arise if the properties were disposed of at the
values included in the accounts, since any liability has been or will be defarred
under the provisions of Section 115 of the Capital Gains Tax Act 1978.

Frechald and long leasehold properties are depreciated if, in the opinion of the
Directors, a diminution in value from book value to estimated residual value, either
in historic or replacement cost terms, will occur over the useful life of the asset to
the Group. Depreciation is calculated to write off the diminuticn in value over the
remaining useful life by equal annual instalments.

Certain landlords’ fittings, which have been capitalised as part of leasshold
properties, are depreciated in equal annual instalments over the estimated useful
life of the asset to the Group.

Leasehold properties with less than 50 years unexpired are depreciated to write off
their book value in equal annual instalments over the unexpired period of the lease.

Fixtures, equipment and vehicles are depreciated to write off their cost over their
estimated useful lives in equal annual instalments at varying rates not exceeding

15 years and commencing in the accounting year following capitalisation.

Interest incurred on borrowings to finance specific property developments is
capitalised net of tax relief.

Research and Development expenditure is writter, off as incurred against the
profits of the year.

Interest receivable is credited to the Profit and Loss Account when it is esarned.

Surpluses on sale and leaseback of properties are treated as deferred income and
amortised in equal annual instalments over the term of five years. Deficits are
recognised in the year of disposel.

Stocks are valued at the lower of cost and net realisable value; stocks at
warehouses are vaiued at invoiced prices, and at retail outlets at calculated
average cost prices.

Assets and liabilities in foreign currencies are translated to sterling at the
exchange 1ates ruling at the balance sheet date. Results from overseas companies
are translated at the average rates of exchange for the relevant accounting peried
of the ovarseas companies. Differences on translation of investment in overseas
companies and related loans are taken directly to reserves.

Associates are those shown on page 23. An Associate is a company in which tha
Group participates in commercial and financial policy and has an intsrest of
batween 20 per cent. and 50 per cent. inclusive, Such companies are also related
companies as defined in the Companies Act 1985.

"The calculation of earnings per share is based on profit after tax and minority
interest but before extraordinary items, and on the weighted average of ordinary
shares in issue after adjustment for capitalisation igsues.
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Notes on the Accounts
at 21st March 1987

1 Tangible Fixad Asaots

Group Company
Properties Pixtures, Total Properties Fixtutes, Total
Equipment Equipment
& Vehicles & Vehicles.
fm fm £m £m £ fm

Cost or Valuation .
At 22nd March 1986 773.2 445.7 1,2188 716.7 422.0 1,138.7
Additions 195.9 94.7 290.6 176.3 88.1 264.4.
Disposals 43.8 12.5 56.3 319 12.3 44.2
At 215t March 1987 925.3 527.9 1.453.2 g61.1 497.8 1,358.9
Depreciation
At 22nd March 1986 13.6 136.1 149.6 13.2 132.2 145.4
Provided in the year 5.4 44.4 49.8 5.1 41.4 46.5
Disposals 1.2 9.8 11.0 1.1 9.8 10,9
At 21st March 1987 17.7 170.7 188.4 17.2 163.8 181.0
Net Book Value
At 215t March 1987 907.6 as7.2 1,264.8 843.9 334.0 1,177.9
At 22nd March 1986 769.7 309.6 1,069.3 703.5 289.8 §93.3
Capital Work-in-Progress
included above .
At 21st March 1987 54,6 15.9 70.5 47.8 16.9 83.7
At 22nd March 1986 459 23.0 68.9 43.1 23.0 86.1

Certain freehold and leasehold properties were revalued at open market value ox'm 10th March 1973 by Messts. Healey &
Baker and/or Messts. G. L. Heam and Partners.

The amount included in additions in respect of interest capitalised during the year ended 21st March 1987 amountead to
£13.2 million after deducting tax relief of £7.2 millien, The period over which interest has been capitalised has been extendad
up to the date of store opening. If the new bagis had been used during the previous year then the interest capitalised would
have been £11.7 million rather than the £8.1 million actually capitalised.

Group Company
Analysis of Properties At Cost At 1973 Total At Cost At 1873 Total

At 218t March 1887 Valuation Valuation
£m £m £m £m £m Em
Freehold . 557.9 27.9 586.8 511.5 27.8 539.4
Long Leasehold 300.8 11.9 3127 290.1 11.8 302.0
Short Leasehold 252 1.6 26.8 18.1 1.6 19.7
£83.9 414 926.3 619.7 41.4 861.1

1f the above proporties included at 1673 Valuation of £41.4 milifon had been included at original cost, the cost and
depreciation figures at 21st March 1987 would have been Frechold £7.6 million, Long Loasehold £4.8 milion and Short
Leasehold £0.6 million with cumulative depreciation of £0.3 million, £0.8 million and £0,4 million zespectivaly {compared to
£1.1 million, £2.7 million and £1.6 million depreciation on ravolved cost),

2 Invostments Group . Company
1087 1986 1987 1986
£m £m £m £m
Subsidiaries {Note 3) - - 75.2 65.4
Associates (Nota 4) 65.8 55.6 . 229° 25.7

66.8 55.65 98.1 o1




3 lavestmont in Subsidiaries
Ir. the cpinion of the Directors, the Company's principal subsidiaries are:

Share of Ordinary
Allotted Capital
Homebase Limited 75%
J Sainsbury (Farms) Limited 100%
J. Sainsbury (Properties} Limited 100%
The Cheyne Investments Limited 100%
The Cheyne Investments Inc. 100%
The Sainsbury Charitable Fund Limited Limited by guarantee
J Sainsbury (Finance) B.V. 100%

Details of other subsidiaries will be set out in the Company's Annual Return.

All Bubsidiaries operate and are incorporated in the United Kingdom, with the exception of The Cheyne Investments Inc.
which operates and is incorporated in the USA and J Sainsbury (Finance) B.V. which operates and is incorporated in

the Netherlands.

All shares are held by J Sainsbury plc, with the exception of The Cheyne Investments Inc,, which is held by The Cheyne
Investments Limited.

Company
£m
Investments

Shares at cost 21st March 12 / and 22nd March 1986 25.2

Long Term Capital Advances
Balance 22nd March 198 40.2
Increase ‘ 9.8
Balance 215t March 1887 50.0
Total Investment 21st March 1987 75.2
22nd March 1986 65.4

Directors of Subsgidiaries

Homebase Limited:~ G. C. Hoyer Millar (Chairman), R. T. Vyner, D. E. Henson, D. A. Quarmby tocgether with thrae
Diractors from GB-Inno-EM, S.A., and three Directors from Homebase: D. A. Males {Genera!l Manager), A. F. Rees and
8. W. Bradbury

J Sainsoury (Farms) Limited:~ Dr. J. R. Hill (Chairmai), M. 8. Hughes, N. F. Matthews

J. Sainsbury (Propertias) Limited:~ Sir John Sainsbury (Chairman), ID. J. Sainsbury {Daputy Chairman), G. C. Hoyer Millar
{Managing Director), R. A. Anderson, P. Boam, N. A. Franks, R, Linfield, S. W. Marsh, G. G. Wake

The Cheyne Investments Limited:~ D, J, Sainsbury (Chairman), N. F. Matthews

The Cheyne Investments Inc.;~ D. J. Sainsbury (President)

The Saingbury Charitable Fund Limited:— 8ir John Sainsbury (Chairman), R. A. Clark, C. J. Leaver, N. F, Matthews,
P. R. Smith

4 Invoutment in Asgociatos Share of Share of
Allotted Prefit
. Capital Before Tax
1087 1986
£m fm

SavaCautre Limitad B0% 8.5 6.3
16,180,020 "B" Ordinary Sharos of £1 sach
Havarhill Meat Products Limitad 50% 3.2 1.9
500,000 “B* Qrdinary Shares of-£1 each
Brecllend Farme Limited 50% 0.3 0.3

200,000 ’B" Crdinary Shares of £1 each
141,632 1% Redeemable Preference Sharas of £1 each

Kings Reach Investments Limited 28,76% 0.8 0.7
28,760 Ordinary Shares of 1p each
Bhaw'u Supermarksts Inc, 28.46% 5.1 44 - .
3,452,688 Common Capital Stock of $1 each
to 17.9 13.6
. e . 23
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4 Investment In Associatos — continued Group Company

fm Ern
Investments X
Balance 22nd March 1986 248 17.3
Addition (after deducting £56.7 million goodwill
~note 13) 45 -
Currency movements {0.9) —_
Balance 21s% March 1987 284 17.3
Share of Poat Acquisition Raserves
Balance 22nd March 1986 224 -
Share of retained profit= for the year 9.3 -
Currency movements (0.4} -
Balance 21st March 1987 31.8 -
Long Term Capital Advances
Balance 22nd March 1986 8.4 8.4
Daecrease 2.8 28
Balance 21st March 1987 5.6 5.6
Total Investment 21st March 1987 65.8 TE.8
22nd March 1986 ' 65,6 25.7

The proportion of the profits of the Associatas attributable to the Group and the reserves included in the Group balance
gheat are taken from the audited accounts preduced within three months of the balance sheet date, except Kings Reach
Investments Limitad where they are management accounts. The share of the rasuits of Shaw's Supermarkets Inc. has been
translated at the average 1ate of exchange for the relevant period.

The resorvas shewn above are after deducting dividends received by J Sainsbury plc of £1.1 million (1986 £0.5 miilion) and
by The Cheyne Investments Inc, of £0.2 million {1986 £0.1 million).

All Agsociatas operate and are incorporated in the United Kingdom with the exception of Shaw's Supermarkets Inc. which
operates and is incorporated in the USA.

Of the Long Term Capital Advances, £2.4 million is intetest bearing.
Diractors of Assoclates

SavaCentre Limited:~ D, J. Sainsbury {Chairmen), J, H. G. Barnes and R. McLaren, together with five Directors from
British Home Stores PLC, and four Ditectors rom SavaCentre; W, R. Yeates (General Manager), H. M. A, Elvidge,

C. R. Turnot and M. 1. Samuel

Haverhill Meat Products Limited:— Sir Roy Guiffiths (Chairman), D. E. Henson, N, F. Matthews and C. Roberts, together
with fuur Diractors from Canada Packers Inc. of Torento, and three Directors from HMP: N. Roberts (Deputy Chairman),

P. Collins (General Manager} and D, M. Hickman

Breckland Farms Limited:~ Dr. J. B, Hill, M. 8. Hughes, F. E, Netscher, together with thraw Directors from Fauls p.l.c.,
and G. Brown (General Maneger)

Kings Reach Investments Limitad:~ D, J. Sainsbury, C. W. Burdsay

Shaw's Supermarkats Inc:~ D. J. Sainsbury

6 Dolicus
Group Company
1987 1986 1987 1986
fm fm Em £m
Trade 1.3 . L3 12 1.2
Amounts owed by Assoclates 6.1 5.0 i - 5.0
Othar Debtors 25,0 29.8 11.2 * 283
Prepayments 8.4 1.3 Ra: 0.9 _

398 374 250 354




L3

$ ACT Recoverable and Deferred Tax

Tha potential lighilities for deferred tax and the amount provided in respect of aach are as follows:

Group
1987 1988
Total Provision Total Provision
£m £m fm £m
Timing differences between depreciation and capital
allowances (Company £88.9 million) 94.0 - g7.6 -
Other timing differences including payments for consoxtinm '
group relief under indemnities 1.3 1.3 8.2 5.3
Potential capital gains on disposal of properties at net book
value including net gains elready deferred after taking
account of indexation - - 25 -
95.3 1.3 106.3 5.3
Less: Advance Corporation Tax Recoverable 13.1 11.1
11.8 58
7 Creditors: due within one year Group Cormpany
1987 1986 1987 1986
fm £m fm £m
Bank Qverdraits 23.5 115.2 {12.5) 99.2
Unpresented Cheques 58.5 62.3 56.8 61.6
Short Tarm Notes 7.0 - 7.0 -
Trade Creditors 305.1 2788 293.7 270.7
Amounts owed to Subsidiaries - - 5.7 5.7
Corporation Tax 83.3 52.8 83.3 52.8
Social Security Costs and Other Taxes 8.4 7.5 7.9 7.1
Other Creditors 147.5 88.7 141.8 84,3
Accmals 15.1 11.0 8.9 7.4
Proposed Dividend (Note 21) 35.3 27.1 35.3 271
683.7 643.5 627.9 615.9
8 Creditors: due after one year Group Company
1987 1986 1987 1986
fm fm £m £m
714% First Mortgage Debenture Stock 1887/92 0.5 0.5 0.5 0.5
V4% Fizst Mortgage Debenture Stock 1988/93 1.5 1.5 1.5 1.6
5% Guaranteed Notes 1991 20.0 - - -
Term Bank Loan 1991 2.5 — — -
10%% Notes 1993 100.0 60,0 100.0 60.0
8% Trredeemabls Unsecured Loan Stock 2.9 2.9 2.9 2.9
Amount due to Subsidiary Company - — 22.5 -
Loans to Homebase Limited from minority shareholder 8.2 8.2 —_ -
135.6 73.1 127.4 64.9
Repayable between 2-5 years 31.2 8.2 23.0 -
Repayabla over b years 104.4 64.9 104.4 64,9
135.6 73.1 1274 61.9

Each mortgage debenture jssue provides for repayment on the {ollowing terms:

(a) By redemption at par within five years of the terminal date. \

{b) By yearly diawing out of n sinking fund to be astablished for the purpose.

The ainking fund cbligations in any year may by satisfied by tendering, et the lower of par or inclusive cost, stock previously
purchased by the Company; the obligations in respact of both stocks arising in the year ended 21st March 1987 have been

met in this way. ) 25
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8 Creditors: due after one year ~ continued

The nominal value of debenture stock redeemed betwseen 22nd March 1987 and 19th May 1987 amounted to £112,178.
The mortgage debenture stocks are secured on certain of the Group's freehold and leasehold ioperties,

During the year the Company's wholly owned subsidiary, J Sainshury (Finance) B.V., issued Yen 5,000 million Quarantsed
Motes 1991 and made arrangements for this bortowing to be converted into $32 miilion through the assumption of an
equivalent liability to a third party; it also borrowed $4 million from its bankers. This total borrowing of $36 million beers
interest at 7.703%. The proceeds from these borrowings wers lent to J Sainsbury pic to enabla it to refinance its short term
borrowings. All these borrowings and liabilities mature in November 1991,

During the year the Company issued a further £40 million 10%% Notes 1893 repayable in January 1893 in order to refinance

short term borrowings. After taking account of discount and the net expenses of the issue, the consideration received by the
Company amounted to £39.1 million.

The loans to Homebase Limited are unsecured loans for terms of § years and bear interest at 1% above Midland Bank base
rate.

2 Daoforrod Incoms

Group Company
1987 1986 1987 1986
Em ; £m £m £m
Balance 22nd March 1986 13.6 17.8 13.6 17.8
Surpluses arising in the year 1.0 2.5 0.5 2.5
Released to Profit and Lass Account (Note 14} (6.5) 8.7} {6.4) (8.7}
Balance 21st March 1987 8.1 13.6 7.7 13.6
10 Called Up Share Capital
1887
Allotted Aggregate
Fully peid Nominal
shates Value  Consideration
fm £
Ordinary Shares of 25p each
Authorised — 800,000,000 shares 200.0
At 22nd March 1986 701,034,497 175.3
Shares allottad:
— Savings-Related Shara Option Schemes 5,632,789 1.4 4,861,313
— Executive Share Option Schemes 2,075,228 08 4,119,869
- Profit Sharing Schome 1,833,753 0.4 7,078,286
— 4th September 1986 (allotment in connection with a further
acquisition in Shaw's) 2,369,806 0.6 9,968,381
At 218t March 1987 712,936,073 178.2

Contingent righta to the allotment of Ordinary Shares in the Company at future dates'exist under the terms of the -
Company’s Savings-Related and Executive Shate Option Schemes and its Profit Sharing Scheme. Under the Savings-Related
Scheme options are normally exercisable between 6 and 6 yeaus, and under the Executive Share Scheme between 3 and 10
years, from the date of the options. Under the tetms of the Profit Sharing Scheme, employees can elact to take shates at
market value and such shares are allotted within one month of tha Annual Gensral Meeting. Under the terms of the
gavaCantre Executive Share Option Schemns approved at the Extractdinary General Meeting of 16th December 1986,

options have bean granted over the Company's Ordinary Shares, These options are axorcisable between 3 and 10 years from
the date of the option, ‘ L - -




10 Called Up Share Capital — continued

Details of these options at 215t March 1987 were as follows:

a) Savings-Related Share Options

b) Executive Share Options

Date of Options outstanding at Date of Options cutstanding &t
Crant Price the end of the year Grant Price the end of the year
1987 1986 1987 1586
18th Fsbruary 1881 82.25p — 4,482,146 29th January 1980 38B.75p - 27,232
aoth October 1981 95.75p 200,036 1,367,945 12th September 1980 63.75p - 43,624
29th October 1982 187p 1,626,160 1,717,269  11th September 1981 113.75p 132,398 305,000
28th October 1983 193.60p 878,968 947,422 13th January 1983 196p 398,774 1,4768.874
Sth November 1984 256p 2,992,713 3235665 1Bth July 1983 184p 18,882 50,954
Bth November 1985 326p 2,474,374 2,634,611  16th January 1984 238p  1,244799 1,998,193
10th November 1685 358p 2,461,495 - 28th January 1985 316p 1,824,238 1,860,956
168th September 1985 338p 138 4€6 141,550
14th July 1986 392p 2417354 -
gth March 1987 483p 83,941 -
10,723,746 14,385,058 6,258,852 B,905.383
Figures for all prices and eptions cutstanding are adjusted for
capitalisation issues in December 1980, June 1982 and July 1984.
11 Share Prentium Account
Lompany
£m
" Balance 22nd March 1985 12.0
Premium arising on shares allotted during the year 23.0 .
10%:% Notes 1993 ~ discount and issue expenses (net of tax) (0.9
Balance 21st March 1987 34.1
12 Revaluetion Reserve
Group
and Compeny
£m
Balance 22nd March 1986 31.9
Transfer to Profit and Loss Account in respect of
property disposals during the year (Note 13) 3.4
Balance 21st March 1987 28.5
13 Profit and Loos f:ccount Group Subsidiaries Associates Company
£m fm £m £m
Balance 22nd March 1986 434.3 (5.9} 22.4 417.8
Profit retained for the year 108.3 (0.8} 9.8 98.3
Transfer from Revaluation Reserve (Note 12) 3.4 —_ - 3.4
Currency movements in respect of Shaw's 0.2 0.9) (0.4) 1.5
Goodwill written off on acguisition of further shares in
Shaw's (5.7} 5.7) - -
Balance 21st March 1987 540.5 (13.3) 31.8 522.0

The profit for the financiel year dealt with in the accounts of J Sainsbury plc amounted

to £149.2 million (1986 £120.7 million).
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14 Other Operating Income (net)

Group
1987 1986
£m £m
Share of surplus on sale and leaseback of properties 6.5 8.7 '
Profit on disposat of properties and other fixed assets 2.6 2.3 :
Production Department closure costs - (3.1) ’
9.1 5.9
15 Net Interest Rocelvable/(Payablo)
Group
1987 1986
f£m £m
Interest receivable 27.6 21.4
Interest payable:

On loans not wholly repayable within five years '
10%% Notes 1993 Interest (8.4) {1.3)
Debenture Interest {0.1) 0.2)
Loan Stock Interest (0.2) 0.2)

Bank and Other Interest on loans wholly repayable within
five years {30.7) (35.5)

Interest Capitalised 20.4 15.2

{19.0) (22.0)
8.6 (0.6)
16 Retail Profit
Group
1987 1986
£m Em
T'he Retail Profit has been arrived at after charging:

Depreciation 498 40.3

Pension Scheme Contributions 18.0 15.9

Diractors’ Emoluments (Fees nil - Note 19) 1.5 1.2

Auditors' Remuneration (Company.£130,000) 0.2 0.1

Pensions to former Directors 0.1 0.1

17 Profit Sharing

This represents the amounts due to employees under the profit sharing scheme which Is calculated on the retail profit.
In order that the employees can identify the retail profit, the profit and logs account has been amended and expanded
from the minimum details required by the Companies Act 1986.



18 ﬁmpfoyus

Group
1987 1988
£m £m
Employees’ remuneration and related costs diring the year amounted
10 ;
Wages and salaries 3224 283.4
Socisel socurity costs 20.0 18.5
‘Other pension costs i8.0 15.9
'260.4 317.8
Emplovees’ profit sharing scheme 21.2 © 168
381.6 3336
1987 1986
The weekly average number of employees during the year was:
Full-time 26,867 25,706
Part-time 40,653 38,301
67,620 64,007
Full-time equivalent 43,809 41,420
1987 1986
The number of employees whose remuneration exceeded
£30,000 was as follows:
£30,001~£35,000 29 g
£35,001~£40,000 6 12
£40,001~£45,000 B 10
£45,001~£60,000 16 3
£60,001~£55,000 5 1
£65,001—£60,000 1 -
£60,001-£65,000 1 -—
19 Diroctors’ Remunaeration
1987 1988
£000 £000
Chairman 126 128
Highest paid Director 180 128
Remuneration of all Directors fell within the following ranges:

1987 . 1986 1987 1986
£ 5,001~£10,000 3 3 £80,001~£ 95,000 4 -—
£66,001-£70,000 - 1 £100,001-£105,000 1

~.£70,001-£76,000 1 1 £110,001-£115,000 1 -
£75,003~£80,000 1 4 £116,001-£120,000 1 1
£80,001--£86,000 - 1 £120,001-£125,000 1 1
£85,001-£90,000 Z2 3 £185,001~E£190,000 1 -

29
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20 Tax on Profit on Ordinary Activities

Group

1987 1986
f£m L

The tax charge for the year is;,
Corporation tax 86.1 57.1
Deferred tax credit {4.0) 2.6
Share of Associates' tax 6.8 5.7
g8.9 65.4

The corporation tax charge above of £86.1 million is at the rate of 35% (1986 40%) and celculated after taking the benefit
of capital allowances totalling £40.6 miilion. After deducting tax relief of £7.2 million on interest capitalised and £0.3 million
on 107%4% Notes 1993 issue expenses the net amount of £78.6 million is payable by January 1988.

The Company is not a Close Company undar the terms of the Income and Corporation Taxes Act 1870.

21 Dividends

Company
1887 1986
£m £m
Interim 14.6 11.6
Proposed final 35.3 27.1
49.9 38.7

The interim dividend of 2.05p per share, paid on 16th January 1987 togather with the related tax credit is equal to 2.88p and
the proposed final of 4.95p per share together with the related tax credit is equal to 6.78p.

22 TFuturo Capital Expenditure

Group
1987 1986
£m £m
Contracted for but not provided for in the accounts 166.6 914
Authorised but not contracted for to date by Board
of Directors 223.7 208.3

23 Contingont Lisbilitios and Finunclel Commitments

The Group has guaranteed facilities for Associates to the extent of £1.1 million (1986 £1.2 million} at the date of approval
of these Accounts. Other contingent labilities amounted to £0.2 million (1986 £0.2 million) at that date. In addition the
Company has guaranteed bank overdrafts for subsidiaries to the extent of £14.0 million (1986 £5.4 million), the Yen 5,000
million 57%% Guaranteed Notes 1991 and the $4 million term bank loan 1991 of anothey subsidiary.

The Ciroup has many future financial commitments in respect of rents payable on certain leasehold properties; these are
charged to the Profit and Loss Account in the year to which they relate.

24 Ponslon Commitments

The Group has deductad the necessary pension contributions from those employees who are members and has paid over
these and its own contributions to the J Sainabury Pension and Death Benefit Scheme. The contributions have been paid in
accordance with the recommendations made by the independent firm of Actuarfes reporting to the Trustees of the Scheme
to provide the benefits as sat out in the Rules of tha Scheme. .

The Scheme is valued triennially by the Scheme's independent Actuaries; they have confirmed that on the on-going
valuation basis adopted for this purpose, the Scheme is in balance, after taking credit for future contributions.



Groap Current Cost Information
for the 52 weeks to 215t March 1887

o i - “-.’2 ‘“;;;‘,E’i . L .. 1987 1986
{ ’ b ﬂ . £m £m
Ei‘ ) i} “Historical Profit on 6rdﬁary,§aﬁﬁviﬁes ‘before tax 246.9 192.7
1 “\Current Cost Adjustraents ! 7.7 (13.8)
: | \; ’Eg‘unent Cost Profit on ordinary activities before tax - 230.2 178.9
; - * {:,(_‘,a'u.nent Cost Earnings per Share ~ actual basis 21.24p 16.24p
Cunent Cost Dividend Cover — maximum distribution basis 3.18 times 2.94 times
J Current Cost Capital Employed g£1.2172m  £1,132.9m
Current Cost Return on Capital Employed 19.34% 16.64%
Notes:

1, 'The current cost adjustments have been calculated on the basis of the principles containad in SSAPI16.
5. The accounting policies of the Group used in preparation of the historical cost accounts have besn adopted in prepaning this information.

Auditors’ Report

To the Members of J Sainsbury plc .

We have audited the Financial Statements on pages 18 to 30 in accordance with
approved Auditing Standards.

In our opinion the Financial Statements, which have been prepared under the
‘higtorical cost convention ag modified by the revaiuation of certain properties,

give a true and fair view of the state of affairs of the Company and the Group at
21¢t March 1987 and of the profit and source and application of funds of the Giroup .
for the period then ended and comply with the Companies Act 1985.

Clah VERY

Clark Whitohill -
.Chartexed Accountants
JLondon ’ _ ' E ”

16th May 1987 L . C e
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Shareholdors’ Intorosts
215t March 1987

Number of Shareholders 45,038 (1986 41,033) Staff as Sbarsholders
. IR Other Registered Shareholders
Shareholdings Rangse gy 51 hokding stares throughthe Profik Shatg
Sharcholders % Shares % e m s boh s
1087 1987 mmmmmwm;m"“m' olde
500 and under 314 0.6 70
501 to 1,000 32.8 1.7
1,001 to 10,000 32.8 8.7
10,001 to 100,000 2.3 4.3
100,001 to 1,000,000 0.6 12.0
over 1,000,000 0.2 75.7
100.00 100.00
Category of Shareholders
Shareholders % Shares %
1987 1987
Pension Funds 0.3 7.6
Insurance Companies 0.8 6.6 "
Ig:f;nge;? Trusts c ) gé 12; w0 o8 wes e 1967
S ominee Companies . . ot 15,300 otadl are ot v
Other Corparate Bodies 2.7 16.7 sha:g;oldem or hnfgesgnrezrmrwghtthe
Other Shareholders 86.6 50.1 Profit Sharing Scheme Truat.
100.00 100.00
At the year-end the trustees of the profit sharing
acheme held 6,894,684 shares {1986 6,323,333) on
behalf of 18,265 participants (1986 15,939} in the
scheme. The trustees’ holding is included in
«Other Shareholders’ above.
Capital Gains Tax
For the purposes of United Kingdom Capital Gaing
Tax the market values of the Company's ordinary
shares were. Date Value Date Value
1Gth July 1973 18.125p 31st March 1982 138.75p
gth December 1980 82.5p 5th July 1982 160.0p
16th July 1984 246.0p
financial Calondas
1 Dividend and Interest Payments
Ordinary Dividend: Interim announced: November paid: January
Final proposed: May paid: July
71/1% First Mortgage Debenture Stock 1987/92  7th March 7th September
642% First Mortgage Debenture Stock 1688/93  31st May 30th November
7% Cuarantesd Notes 1991 5th November
10%% Noteg 1993 7th January
8% Trredesmable Unsecured Loan Stock 1st March 1st September
2 Other dates—Financial Year 1987/88
Results for half-year: announced November  Report & Accounts: circulated in June
Results for year: announced May Annusl General Meeting:  July




Company Objectives

To digcharge the responsibility as leaders in our
trade by acting with complets integrity, by carrying
out our work to the highest standards, and by
contributing to the public good and to the cuality
of life in the community.

To provide unrivalled value to our customers in the
quality of the goods we sell, in the competitiveness
of our prices and in the range of choice we offer.

1n our stores, to achieve the highest standards of
cleanliness and hygiene, efficiency of operation,
convenience and customer service, and thereby
create as attractive and friendly a shopping
environment as possible.

To offer our staff outstanding opportunities
in terms of personal caresr development and in
remuneration relative to other companies in the

game market, practising always a concern for

the welfare of every individual.

To generate sufficient profit to finance continual
jmprovement and growth of the business whilst
providing our shareholders with ai excellent return
on thoir investment.
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Notice of Annual Genersal Meeting

Notice is hereby given that the sixty-fifth Annual General Mesting of J Sainsbury pi «vill ba hald at
the Plaisterers Hall, 1 London Wall, London EC2 on Wednesday, 1st July 1987 at 12 noon for the
following purposes:

1 To receive and adopt the Report of the Directors and the Financial Statements for the 52 weeks o
21st March 1987 and the Report of the Auditors thereon.

2 To declare a final dividend on the ordinary shares.
3 Tore-appoint The Rt. Hon. James Prior a Director.
4  To re-appoint Clark Whitehill as Auditors and to authorise the Directors to fix their remuneration.

As Special Business to consider, and if thought fit, to pass the {ollowing Resolutions set out in the appendix to
the accompanying letter dated 4th June 1987 from the Chairman of the Company to shareholders, of which
Resolutions 5, 6 and 7, will be proposed as Ordinary Resclutions and Resolution 8, as a Special Resolution.

5 To increase the authorised share capital of the Company.

6 To authorise the capitalisation issue.

7 Torenew the Directors’ authority to allot relevant securities.

8 Torenew the authority qf Directors with regarl to statutory pre-emption righ;:s.

By Crder of the Board

N. F. Matthews

" Secretary
4th June 1987

Notes

1 A membar entitled to attend and vote at this mesting is entitled to appoint one or more proxies to attend and vote on his or her
behall, A proxy need not be a member of the Company.

2  Although this Annual Report is sent to debenture and loan stockholdets and to beneficial owners of shares under the share
truss of the Company’s employee profit sharing scheme, only holders of ordinary shares or their proxies are entitled to attend
and vote at this mesting.

3 ‘There will be avallable for inspection at the Registered Office of the Company during normal business hours on any weekday
(Saturday excepted) from the date of this Notice until thé date of the meeting and at the place of ths meeting for fifteen
minutes prior to and during the meating:

{} The Register of Directors’ Interests kept by the Company under Section 325 of the Compar.ies Act 1986,
{ii) Coplos of all service contracts for petiods in excess of one year between the Directors and the Company.

The Directors will be pleased to meet shareholders for coffee from 11.15 am.
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The Resolutions are
numbered as inthe
Notice of Meeting

J SAINSBURY plc
Proxy for use at Annual General Meeting 1987

1 BLOCK LETTERS

of
being a member of J SAINSBURY ple hereby appoint Sir John Sainsbury or failing him
Sir Roy Griffiths, both Directors of the Company or
to vote for me and on my hehalf at the
Annual General Meeting of the Company to be held on Wednesday, 1st July 1987. and at
any adjournment thereol.

[ direct that my vote(s) be cast on the specified Resolutions as indicated by an “X"1n the
appropnate spaces,

For Against

Resolution 1

Resolution 2

Resolution 3

Resolution 4

Resolution 5

Resolution 8

Resolution 7

Resolution 8

Notes:

1 This proxy form must be Jodged with the Registrars of the Company, National Westminster

Bank PLC, P.O. Box 82, Caxton House, Redcliffe Way, Bnistol BS99 7Y A, not later than 48 hours
before the mesting.

2 Inthe case of joint helders, the signature of the first-named holder will be accepted,

3 If the appointor is a corporation, this proxy may be executed under 1ts common seal, if any, or
under the hand of the officer or attorney authonsed.

4 If any other proxy be preferred, strike cut the names inserted above and substitute the name(s) of
the proxy or proxies desired in the space provided and initial the alteration.

& Unless otherwise directed, the proxy will abstain or vote as he or she thinks fit on the specified
Resolutions,

6 The lodging of a proxy dees not prevent shareholders attending the meeting in person and voting

Signature

Dated this day of - 1987
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Sainsbury's colour advertising campaign has graced the
glossy megazines and colour supplements for several years,
Shown here Is a selection of advertisements which appeared
during the year and which again won critical acclaim from
the advertising world.




