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ASDA Group Limted
Directors’ report and financial statements
31 December 2011

Directors’ report

The directors present their directors’ report and financial statements for the year ended 31 December 2011

Principal activities

The principal activities of ASDA Group Limited and 1ts subsidiaries (together referred to as “ASDA” or “the

Group™) are the retailing of food, clothing, home and letsure products and services throughout the Umited Kingdom
and online

Group profit and dividends

Group profit before tax for the year increased to £767 8m (2010 £739 1m) and operating profit grew to £845 9m
(2010 £805 {m) Revenue grew by 6 3% to £21 8bn (2010 £20 5bn) as a result of underlying sales growth and new
store openings including the acquisition of Netto Foodstores Limited ('Netto') Operating costs grew broadly n line
with revenue The converted Netto stores traded ahead of expectations incurring an operating loss of £31 4m
reflecting the impact of planned first year integration and store conversion  Profit after tax for the year was £573 4m
(2010 £608 Om} as a result of an increased current tax expense due to a prior period adjustment which relates to the
finalisation of group relief balances

As a consequence of our employees being granted share options in the ulumate parent company, Wal-Mart Stores,
Inc, share options are treated as 1f they are cash settled, despite them being equity settled by Wal-Mart Stores, Inc
The impact of this 1s eliminated n the consolidated financial statements of Wal-Mart Stores, Inc and would not be
required 1if the Group was granung options on 1ts own shares in a way consistent with UK public irmted companies
In addition, the Group ncurs charges from Wal-Mart Stores, Inc which relate to technical assistance, services and
royalties, these charges are elimmnated 1n the consolhidated financial statements of Wal-Mart Stores, Inc

Dividends of £ml (2010 £230 Om) were paid in the year

Significant events in the year

On 13 Apnil 2011, the Group acquired Netto Foodstores Limited for consideration of £752m which gave nise to
addmonal revenue of £416m

On 12 February 2011, to ensure the long term sustainability of the Group’s pension scheme the defined benefit
pension scheme was closed to future accrual Plan participants became eligible to join one of ASDA’s existing
defined contribution schemes, the benefits for which were enhanced

Following the scheme closure, enhanced employer contributions are being paid to reduce the deficit that under
IFRIC 14 “Prepayments of a Minimum Funding Requirement” gave nse to an additional hability of £190m The

Group’s ultimate parent company Wal-Mart Stores, Inc, guarantees ASDA Stores’ obhgations to the pension
scheme.

Business review, KPIs and future developments

2011 continued to be a challenging period for the economy and consumers In this context, ASDA had a successful
year by continuing to build trust with customers who are increasingly selective about what they buy and where they
shop We delivered agamst our core purpose of saving customers money every day by strengthening our position as
price leader We also improved product quahity and customer service, supported by innovauions hke the ‘Chosen By
You’ food range Over the same period, we also successfully acquired and ntegrated the Netto UK business,
converting the new space mto ASDA trading stores
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Directors’ report (continued)

Business review, KP1Is and future developments (continued)

Fmancial highlghts

Like-for-Like sales growth of 0 5% (excluding petrol and VAT)

Total sales growth of 6 3% (excluding VAT), including growth due to new space acquired from Netto 1n the
year

Operating Profit increased by 5 1%, with operating costs growing broadly in line with sales growth

Market share up 0 4%, 1o 17 3% (source Kantar 52 weeks to 25 December 2011)

Operational lghlights

We strengthened our price leadership by enhancing the ASDA Price Guarantee (APG) 1n the year, assuring
customers that ASDA will be 10% cheaper than 1ts competitors In addition, 1n June, ASDA won The Grocer
Magazine’s lowest priced supermarket award for a fourteenth successive year

We continued to enhance the quahty of our food ranges, including the expansion of the ‘Chosen By You’

range to over 8,500 products and partnering with Leith’s world famous cookery school to develop new
products in our Extra Special range

The ASDA on-line platforms delivered strong double digit growth across grocery, general merchandise and
clothing This was achieved by continuing to expand product ranges, together with improved service levels in
both home dehvery and in-store collect

We continue to develop talent and diversity across the whole orgamsation, and over the course of the year we
sncreased the average number of colleagues employed by 4,686 We also believe we have the friendliest and
most helpful colleagues in the industry and 1t 1s thanks to thewr continued commitment, that 1n June, ASDA
was voted by customers as ‘Britain’s Favourite Supermarket’, as awarded by The Grocer Magazine

The ASDA “We Operate For Less” programme dehivered another record year of productivity savings across
stores, distribution centres and home offices, helping to offset inflationary pressures in utiiies and
commodities

Delwvering foundations for future growth

ASDA completed the acquisition of Netto Foodstores Ltd in April and then successfully completed an
ambitious conversion programme that added 1,099,000 sq ft of new ASDA selling space by November This
was delivered ahead of time and within budget

Twenty two other new stores were opened during the year, taking total new space added including Netto
additions to 1,650,000 sq ft

ASDA’s muluchannel capability has been upgraded through investments in people, technology, systems and
processes, one ouicome of which 18 improved customer service and on time delivery of orders

In January 2012, we announced that our George clothing business was planning to launch franchise partner
operations 1n the Middle East and the Channel Islands The first of these stores will open in mid 2012

In the context of the uncertain economuc outlook, the ASDA purpose to save customers maoney every day remains
highly relevant to customers Our strong performance in 2011 reflects our commitment to deliver against this core
purpose, at the same time as strengthening the trust customers place 1n us for the quality of our products and the
warm and friendly service delivered by our colleagues
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Directors’ report (continued)
Risks and uncertainties

Risk 15 an mevitable part of business One of the ongoing activiies undertaken by ASDA 15 the 1dentification of
principal nisks, assessment of their likelithood and consequence, and development and momtoring of appropriate
controls The Board has overall responsibility for nsk management and ensuring that this 1s aligned with business
strategy and objectives The Board 1s supported by a Risk and Audit Commuttee that meets quarterty.

Key risks and mitigating actions are set out below

¢«  Competitive risk
In the highly compeutive retail industry, success depends on satisfying changing customer needs better
than the competiton ASDA has a brand reputation for offering a broad range of products at the lowest
prices, and failure to uphold this reputauon could lead to a loss of market share

ASDA regularly monitors relevant data on aspects such as price position 1n the market, product availability
and other measures of quality and service that are important to our customers We constantly monitor
market information to understand our position relative 1o competitors and enable appropriate action 1o be
taken on a umely basis The ASDA Price Guarantee continued to operate dunng 201t, through which
ASDA has commutted 10 customers to being 10% cheaper than our competitors or a voucher will be given
for the difference

» Financial risk
ASDA’s principal financial risk 1s having funds available at the nght ume to meet business needs This
risk 1s managed by the Treasury function, which forecasts cash flows and ensures that adequate short term
funds and borrowing facilities are 1n place to meet Liabilities to suppliers, colleagues and investors

Certain transactions with suppliers and with the Group’s ultumate parent undertaking are denominated 1n
foreign currency The Treasury function uses information from around the business 1o forecast the iming
and level of foreign currency requirements and buys forward accordingly It s ASDA’s policy not to buy
or hold fereign currency speculatively Currency forwards are accounted for at date of trade

ASDA operates a number of pension arrangements for our employees including a defined benefit pension
scheme This 1s subject to risk 1n relation to 1ts pension deficit which 1s shown as a hiability on the balance
sheet This nsk was been reduced when the defined benefit pension scheme was closed to future accrual
The nisk has been further mitigated through consultation with the pension scheme trustees to identify
appropnate long term funding solutions for the scheme To further mumimuse this nisk, the trustees
appomted a new fund manager 1n 2009 with delegated responsibility for managing 30% of the scheme's
assets using a hability driven investment appreach

e  Supplier risk
The current econemic climate 1s challenging for our suppliers  This puts increased importance on the
strength of our control processes and our ability to recognise and respond to suppher 1ssues  We have set

up a periodic review process of supplier nisk to identify 1ssues, develop appropriate action plans and
improve our controls 1 relation o supplier meatonng

e Systems risk
Detailed disaster recovery plans are in place n the event of an ncidemt which could severely affect

ASDA’s ability to trade A comprehensive Incident Response Plan exists to ensure busingss contunuity in
the event of a major incident
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Directors’ report (continued)
Risks and uncertainties (confinued)

¢ Regulatory and compliance risk
We recognse that ASDA operates in an environment where we can be impacted by changes in Government
policy In response to this, we continue 1o risk assess all regulatory developments and test comphance with
internal processes designed to mitigate risks, making rmprovements where required

+  Reputational risk
The key 1o ASDA’s success 15 the loyalty and goodwill shown by our customers, suppliers and colleagues

Failure to protect our reputation could lead to a loss of trust 1n the ASDA brand and consequently erode
customer loyalty ASDA regularly engages with customers, both directly and through the monitoring of
available external data, in order to ensure that our positive customer perception 1s maintained

We maintain strong relauonships with our supphers by operating on terms that are mutually agreed and
updated as approprate to reflect changes in both parties’ respective needs

Retention of key individuals and succession planning 1s important for long term stability and success We
have a robust apprasal process and PAR (People Asset Review) to ensure that the right individuals are in
the right roles, with a clear career path to long term development The goodwill of colleagues 1s maintained
through open communication, both to allow management to share information about the business and to
give colleagues the opportunity to provide feedback about working at ASDA

* Environmental risk
As a retailer, we recognise that we have a responsibility 1o miminmse the adverse impact that our bustness
activities have on the environment Failure to do thus may result not only 1n adverse environmental
impacts, but also financial penalties and long term damage to our reputation

In recent years, we have implemented a number of imbatives and processes in recogmtion of our
environmental responsibihties  We have reduced our absolute carbon footprint since 2007, and our
existing stores emut 30 3% fewer carbon emissions than in 2005 The major focus of our strategy 15 now on

our supply chain, including running a umgque collaboration tool to help our suppliers become more
efficient

¢ Fraud rnsk
We have a control tramewark 1 place to help prevent and detect potenual fraud and dishonest activity
The ASDA-Wal-Mart Statement of Ethics also provides clear gwidance to colleagues on appropriate
behaviour, including gmdance on how to raise any business conduct concerns they may have through the
Open Door Communication Process or through the local Ethics Committee  In addiuon, procedures are i
place in respect of comphance with the UK Bribery Act and the Foreign Corrupt Practices Act

¢  Strategic risk
We continue to nvest 1n new opportunities and areas of growth n order 1o diversify our offering to
customers The board invests sigmificant time 1n formulating, reviewing and communicating strategy
effectively to those delivering 1t
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Directors’ report (continued)
International Financial Reporting Standards (IFRS)

Unui 17 September 2007, an element of the Group's debt secunnies were listed on the London Stock Exchange,
which meant that the Group prepared tts consohdated financial statements under IFRS as required by EU regulation
After this date these debt secunties were migrated from the Main Market to the Professional Secunities Market of the
London Stock Exchange This migration enables the Group to follow the wholesale regrme introduced by the
Prospectus Directive which states that prepaning financial statements under IFRS 1s not a requirement and local
accounting standards are acceptable However the Group has elected to maintain FFRS as 1ts apphicable GAAP

The Group’s individoal company financial statements, and those of 1ts subsidianies, continue to be prepared under

UK GAAP This 1s with the excepuion of the International Produce Limited financial statements which are prepared
under IFRS

Events since the balance sheet date
Change in rate of taxation

The Finance Act 2011 received Royal Assemt on 19 July 2011 and enacted a reduction in the main rate of
corporation tax to 25% wath effect from 1 April 2012 Deferred tax has therefore been provided at 25%

It was subsequently announced in the Budget 2012, that the main rate of corporation tax effective from 1 Apnl 2012
will be 24% It 1s also currently expected that further reductions of 1% per annum will result 1n a decrease in the
main rate of corporation tax to 22% from April 2014 The reduction 1n the corporation tax rate to 24% from 1 Apnil
2012 was enacted by the use of the Provisional Collection of Taxes Act 1968 on 26 March 2012

Business combinations

On 26 Apnl 2012, the Group acquired the sourcing division of GAAT, which manages the sourcing of clothing for
George 1n countries including Turkey, Sri Lanka and Egypt The transaction will help the Group extend its sourcing
capabilities and become even more responsive in delivering style, quality and value as the business expands n the

UK and worldwide
Financial instruments
ASDA’s financial nsk management objectives and policies are further discussed n notes 1 and 19

Capital management

As a wholly owned subsidiary, the capital of the Group 1s monutored in accordance with the overall capital
management policy of the ulumate parent company Wal-Mart Stores, Inc and the primary objective of ASDA’s
capital management policy 1s to be consistent with the requirements of the ulimate parent

A key element of funding 1s through intercompany loans which can change from time to nme The conschdated
financial statements of the ulumate parent company disclose how the Wal-Mart group define and manage capital
and meet the group capital objectives
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Directors’ report {continued)
Innovation

Essential to our success 1s the delivery of innovauve, good value products, which are unique to ASDA  Buying
teams, food technologists and marketers, working closely with suppliers, are connnuously searching to 1mprove the
quahty of our products and to develop new 1deas, many of which are sold under the ASDA brand, Smartprice, Extra
Special and George labels as well as the Chosen By You brand which was launched in 2010 We also benefit from
synergies in research and development from being part of the Wal-Mart group

Policy and practice on payment of creditors

ASDA deals wiath over ten thousand separate supphers, and has established trading terms which are appropriate to
the particular relationship and product supphed Whenever an order 15 placed the parties will be aware of the
payment terms and 1t 1s our policy to abide by these terms when sausfaciory mvoices have been received

Political and charitable contributions

During the year, cash donations to chantable orgamsations and other community projects totalled £11 9m (2010
£9 3m) ASDA's colleagues, customers and supplers have collectively raised monies through events including BBC
Children In Need, Tickled Pink (supporting Breast Cancer Care & Breast Cancer Campaign), Everyman, Sporting
Chance, Pedal Power and Tommy's, the baby chanty ASDA Foundaton Limited, ASDA's chartable company,
also supported a range of local charihes and sustainable local projects These projects are local cause-related
activities, contributing to local charities or causes that our colleagues wish to support During the year, we also
made charitable donations of surplus clothing stocks

ASDA did not make any pohtical donations dunng the year (2010 £mil)
Disabled colleagues

ASDA 15 proud to work 1n partnership with Remploy, one of the UK’s leading providers of specialist employment
services for disabled people and people facing complex barmners to employment Working with Remploy, we

continue to dehiver on our commitment to recruit and retain colleagues who reflect the customers and the
communittes that ASDA serves

We are commutted to providing equal employment opportuities for all sections of society and give full and equal
consideration to disabled job applicants who have the switable skulls, abilities and potential to fulfit a role

If an existimg colleague becomes disabled, 1118 our pohey, wherever possible, 10 work with the individual to provide
surtable and continuing employment under normal terms and condiions We are committed to providing equal
access to trainng, career development and promonon 1o our disabled colleagues

Colleague involvement

Regular meetings are held between local management and colleagues to allow a free flow of information and 1deas
All colleagues are also invelved m shaping our People strategy through the Your Voice Survey which provides them
with the opportunity to give feedback on all aspects of working at ASDA  During the year, the pehicy of providing
colleagues with information about the business was continued through briefings on the ASDA nternal website As
part of our ongoing commitment to training and development we launched the ASDA Academy i 2011, providing
all colleagues with a structured development programme

Directors’ liabilities
ASDA has granted an indemmty 10 each of its directors against liability 1t respect of proceedings brought by third
parties, subject to the condiions set out in the Compames Act 2006 Such quahifying third party indemnity remains

1n force as at the date of approving the Directors” Report

The indemnity 15 controlled and paid centrally by the ulumate parent company
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Directors’ report (continued)
Directors’ statement as to disclosure of information to anditors

The durectors who were members of the board at the time of approving the directors’ report are listed at the front of

the directors’ report and financial statements Having made enquines of fellow directors and of the Group’s
auditors, each of these directors confirms that

s to the best of each director’s knowledge and belief, there 1s no information relevant to the preparation of
their report of which the Group’s auditors are unaware, and

o each director has taken all the steps a director might reasonably be expected to have taken to be aware of
relevant audit information and to establish that the Group’s auditors are aware of that information

Re-appointment of auditors

In accordance with Section 489 of the Companies Act 2006, a resolution for the re-appointment of Ernst & Young
LLP as auditors of the Group 1s to be proposed at the forthcoming Annual General Meeting

On behalf of the board

ASDA House
Southbank

Great Wilson Street
Leeds

LS11 5AD

25 June 2012
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Directors’ responsibilities statement

The directors are responsible for preparing the directors’ report and the financial statements in accordance with

applicable United Kingdom law and those International Financial Reporting Standards as adopted by the European
Union

Under company law the directors must not approve the financial statements unless they are satisfied that they
present fairly the financial position, financial performance and cash flows of the Group for that period

In preparing those financial statements, the directors are required to
s present fairly the financial position, financial performance and cash flows of the Group,

*  select suitable accounting policies in accordance with 1AS 8 Accounting Policies, Changes in Accounting
Estimates and Errors and then apply them consistently,

s  present information, including accounting policies, 1n a manner that provides relevant, rehable, comparable and
understandable information,

+«  make judgements that are reasonable,

e provide additional disclosures when compliance with the specific requirements 1n IFRSs 1s msufficient to
enable users to understand the impact of particular transactions, other events and conditions on the Group’s
financial position and financial performance, and

e  state that the Group has complied with IFRSs, subject te any material departures disclosed and explained in the
financial statements

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group’s transactions and disclose with reasonable accuracy at any time the financial posiion of the Group and
enable them to ensure that the financial statements comply with the Compames Act 2006 and article 4 of 1AS
Regulation They are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps
for the preventicn and detection of fraud and other irregulanines




Independent auditor’s report to the members of ASDA Group Limited

We have audited the Group financial statements of ASDA Group Limited for the year ended 31
December 2011 which compnse the consolidated income statement, the consohdated statement of
comprehensive ncome, the consolidated balance sheet, the consohdated statement of changes in
equity, the consolidated statement of cash flows and the related notes 1 to 28 The financial reporting
framework that has been applied n their preparation 15 apphcable law and Internaunonal Financial
Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a bedy, 1n accordance with Chapter 3 of Part
16 of the Companies Act 2006 Our audit work has been underiaken so that we might state to the
Company’s members those matters we are required to state to them 1n an auditor’s report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibtlity to
anyone other than the Company and the Company’s members as a body, for our audit work, for this
report, or for the opimons we have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the directors’ responsibilities statement set out on page 8, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and farr view Our responsibility 1s to audut and express an opiuon on the financial statements in
accordance with applicable law and Inmernanonal Standards on Auditing (UK and Ireland) Those
standards require us 10 comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaming evidence about the amounts and disclosures 1n the financial siatements
suificient to give reasonable assurance that the financial statements are free from matenal
musstatement, whether caused by fraud or error This includes an assessment of whether the accounting
pohcies are appropriate to the Group’s circumstances and have been consistently appled and
adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and
the overall presentation of the financial statements In addition, we read all the financial and non-
financial information 1n the Directors’ report to idenufy material inconsistencies with the audited
financial statements If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements
In our opinion the Group financial statements

» give a true and fair view of the state of the Group’s affairs as at 31 December 2011 and of its
profit for the year then ended,

¢ have been properly prepared 1n accordance with IFRSs as adopted by the European Union, and
¢ have been prepared in accordance with the requirements of the Companies Act 2006

Opinon on other matters prescribed by the Companies Act 2006
In our opimion the 1information given 1n the directors’ report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report 1o you if, in our opinion

e certain disclosures of directors’ remuneration specified by law are not made, or
+ we have not received all the information and explanations we requure for our audit

Other matter
We have reported separately on the parent company financial statements of ASDA Group Limited for

the year ended 31 December 2011
Ernse o ILF

Chnistabel Cowling {Sentor Statutofy Auditor)
for and on behalf of Ernst & Younf LLP, Statutory Audior, Leeds

2b-6-L




Consolidated income statement
Jor the year ended 31 December 2011

Continuing operations
Revenue
Operaung costs

Operating profit
Financial income
Financial costs

Profit on ordinary activities before tax

Income tax ¢xpense
Profit for the year

Profit for the year attributable to:
Owners of the parent
Non-controlling interests

Consolidated statement of comprehensive income

for the year ended 31 December 2011

Profit for the year

Cash flow hedges - gains/(losses) arising 1n the ycar
Actuarial gmin/(loss) on defined benefit pension scheme
Effect of minimum funding requirement

Tax on iems recogmised directly in equity

Other comprehensive income for the year

Total comprehensive income for the year

Total comprehensive income for the year attributable to:

Owners of the parent
Non-controtling interests

Note

Co ~)

Note

20
20
22

ASDA Group Limited

31 December

Directors” report and financial statements
31 December 2011

31 December

2011 2010
£m £m
21,8477 20,546 4
(21,001 8) (19,741 3)
8459 805 1
44 96
(825) (75 6)
767 8 739 1
(194 4) (131 1)
5734 608 0
568 6 608 0
48 -

31 December

31 December

2011 2010
£m £m
5734 608 0
28 (16)
44 (123 8)
(190 ) -
419 334
(134 9) (92 0)
438 5 5160
4337 516 0
48 -

10
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Consolidated balance sheet

as at 31 December 2011
2011 2010
Note £m £m
Assets
Non-current assets
Property, plant and equipment I 82275 7,616 9
Intangible assets 12 504 4 2317
Operaung lease prepayments 13 1252 1233
88571 7.764 4
Current assets
Inventones 15 1,015 8 998 5
Trade and other receivables ] 2822 2602
Intercompany receivables 16 1,3920 1,794 8
Cash and short term deposiis 17 434 1 4212
Income tax receivable 02 536
Operating lease prepayments 13 17 17
31260 35360
Total assets 11,983 1 11,300 4
Equty and habilities
Equaty attnbutable to the shareholders
Called up share capital 23 7819 7839
Share premium account 23 5684 568 4
Other reserves 4371 4371
Cash flow hedge reserve 51 (16)
Retained earnings 38¥2 34122
Total equity attribuiable to the shareholders 56337 5,2000
Non-controlling interests 173 -
Total equity 56510 52000
Liabhties
Nen-current habilitres
Borrowings 19 1858 1826
Employee benefits 20 4319 3607
Provisions 21 223 220
Deferred 1ax habilities 22 1289 104 1
768 9 669 4
Current habilities
‘Trade and other payables 18 2,871 6 2,858
Intercompany payables 18 2,6510 2,543 3
Borrowings 19 13 11
Employee benefits 20 393 328
55632 54310
Total habilities 63321 6,100 4
Total equuty and Labilities 11,983 1 113004

These financial statements were approved by the board of directors on 25 June 2012 and were signed
on its behalf by

; [V %/&/\A
Dikedtor
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Consolidated statement of changes in equity
Sfor the year ended 31 December 2011

Cash low Non-
Share Share Other hedpe  Retaned  controlling Total
capital prenuum reserves FEeSeTVe  earmings Interest equity
£Em £m £m £m £m im £m
Balance at 1 January 2010 7839 568 4 4371 - 31246 - 49140
Comprehensive income
Profit for the year - - - - 608 0 - 608 0
Other comprehensive ncome
Cash flow hedges - losses anising i the year - - - 16 . - (16)
Actuanal loss on defined benefit pension scheme - - - - (123 8) - (123 8)
Tax on actuanal losses recogmsed directly in equity - - - B 334 - 334
Total - . . (16) 90 4) - 920
Total comprehensive Income - - - {1 6) 5176 - 5160
Transactions with shareholders
Dividends - - - - 230 0) - (2300
Balance at 1 Januvary 2011 7839 568 4 4371 (l 6) 14122 52000
Comprehensive income
Profit for the year - - - - 568 6 48 5734
Other comprehensive income
Cash flow hedges - gains ansing in the year - - - g8 - - 88
Tax on cash flow hedpes recogmsed directly 1n equity - - - en - - 21
Actuanal gains on defined benefit pension scheme - - - - 44 - 44
Effect of mamimum funding requirement - - - - (190.0) - (1900)
Tax on actuanal losses recognised directly in equity - - - - 440 - 440
Total - B - 67 (141 6) - {14 %
Total comprehensive income - - - 67 4270 48 4385
Net assets recognised on business combinanon - - . - - 125 125
Balance at 31 December 2011 7839 5684 4371 51 38392 1713 56510




Consolidated statement of cash flows

Jor the year ended 31 December 2011

Cash flows from operatmg actvities
Profit after tax from continuing operations

Adpustments 1o reconcile profit after tux to net cavh flows

Depreciation

Amortisation of intangible assets
Amortisation of lease prepayments

Frnanaal income

Financial costs

L oss on sale of property, plant and equipment
Tax on continuing operations

(Excess)/shortage of contnbutions over pension service cost

Curtalment gan recogmsed
Share of results of non-controlling interests

Changes in working capital and provestons
Increase 1n trade and other receivables
Decrease/(increase) 1n inventores
(Decrease )Y increase in trade and other payables
Increase/(decrease) 1n provisions
Increase/(decrease) in share based payment hability
Other non cash charges

Tax pad

Nedt cash flows from operatmg actwvites

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Decrease/(mcrease) m ntercompany receivables
Purchase of property, plant and equipmem
Acquisition of subsidhary net of cash acqured
Interest received

Net cash flows from mvesting activihes

Cash flows from financmg actmvities

Interest paud

Increase 1n intercompany payables

Eurobond repayments

Increase/(decrease) 1n finance lease obligations
Divdends pad

Net cash flow from financmg aativities

Net ncrease 1n cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

ASDA Group Limuted
Inrectors’ report and financial statements
31 December 2011

31 December 31 December

Note 2011 2010
£m £m

568 6 608 0

11 37197 3848
12 32 28
13 14 17
7 (44) (96)
8 823 756
3 175 197
9 104 4 1311
20 (56 1) 36
20 (570) -
48 -

(113) (150)

181 {836}

(629) 167 8

75 (24)

20 82 (46)
25 -

(1239 (179 0)

982 8 1,100 9

- 32

402 8 (2046)

{658 3) {(5666)

(741 6) -

7 14 28
(9957) (7652)

(928} (878)

109 2 1399

19 - (759
19 34 09)
10 - 2300
198 2547)

69 810

427 2 3452

17 434 1 427 2
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ASDA Group Limited
Directors’ report and financial statements
31 December 2011

Notes
{(forming part of the financial statements)

1 Accounting policies

General information

ASDA Group Limited (the “Company™) 1s a company 1ncorporated in the UK under the Companies
Act 2006 (registratton number 1396513) The address of the registered office 15 ASDA House,
Southbank, Great Wilson Street, Leeds, LS11 5AD, UK

The Group financial statements consohdate those of the Company and 1ts subsiharies (together
referred to as “‘the Group™)

As described 1n the directors’ report, the main acuviues of the Group are the retailing of food, clothing,
home and leisure preducts and services throughout the United Kingdom and online

Authonsation of financial statements and statement of comphance with IFRSs

The financial statements of the Group for the year ended 31 December 2011 were authonised for 1ssue
by the directors on 25 June 2012 and the balance sheet was signed on behalf of the directors by 1)
McKenna

The Group financial statements have been prepared and approved by the directors 1n accordance with
International Financial Reporting Standards as adopted by the EU (“adopted IFRSs™) The Company
continues to prepare 1ts company financial statements in accordance with UK GAAP, these are
presented on pages 57-64

Basis of preparation

The Group financial statements are prepared on a going concern basis as the ultimate holding company
has agreed that it will continue to provide financial support to the Group to enable 1t to meet 11s
habilities as they fall due

The Group financial statements are presented 1n Sterling and all values are rounded to the nearest
hundred thousand pounds except where otherwise stated

The accounting policies set out below have, unless otherwise stated, been apphied consistently to all
periods presented 1n these Group financial statements

Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year, except for the
following new and amended IFRS and IFRIC interpretations effectuive as of 1 January 2011

IAS 24 Related Party Transactions (amendment) effective 1 Januvary 2011

IAS 32 Financial Instruments Presentation (amendment) effective 1 February 2010

IFRIC 14 Prepayments of a Mimmum Funding Requirement {amendment) effective 1 January 2011
IFRS 3 {revised) Business Combinations effecuve 1 July 2009

Improvements to [FRSs (May 2010}

The adoption of the standards or interpretations 15 described below
IAS 24 Related Party Transactions (amendment)

The IASB 1ssued an amendment to EAS 24 that clanfies the defimuons of a related party The new
definitions emphasise a symmetrical view of related party relauonships and clanfies the circumstances
in which persons and key management personnel affect related party relationships of an entity In
addition, the amendment introduces an exemption from the general related party disclosure
requirements for transactions with government and entities that are controlled, jointly controlled or
significantly influenced by the same government as the reporting enuty The adoption of the
amendment did not have any impact on the financial position or performance of the Group
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Notes (conninued)

1 Accounting pelicies (continued)

IAS 32 Financial Instruments: Presentation (amendment)

The IASB 1ssued an amendment that alters the defininon of a financial hability in IAS 32 to enable
entities to classify rights 1ssues and certain options or warrants as equity instruments The amendment
1s applicable 1f the nghts are given pro rata to all of the existing owners of the same class of an entity’s
non-derivative equity instruments, to acquire a fixed number of the entity’s own equity instruments for
a fixed amount 10 any currency The amendment has had no effect on the financial position or
performance of the Group because the Group does not have these type of instruments

IFRIC 14 Prepayments of a Mimimum Funding Requirement (amendment)

The amendment removes an unintended consequence when an entity 15 subject to mimmum funding
requrements and makes an early payment of contnbutions to cover such requirements The
amendment perrmts a prepayment of future service cost by the entity to be recognised as a pension
asset Following the closure of the defined benefit scheme 1n February 2011, there 1s no service cost

prepayment and therefore the amendment of the interpretation has no effect on the financial position
nor perfermance of the Group

IFRS 3 (revised) Business Combmations

The revised standard increases the number of transactions to which 1t must be applied including
business combinations of mutual entities and combinatuons without consideration IFRS 3 (revised)
intreduces sigmficant changes 1n the accounting for business combinations such as valvatuen of non
controlling interest, business combination achieved 1n stages, the imual recogmiion and subsequent
measurement of a contingent consideration and the accounting for transacton cosis The only

sigmficant 1mpact on the accounts 1n the year was the treatment of transaction costs as an expense
through the income statement

Improvements te IFRSs

In May 2010, the IASB issued 1ts third omnibus of amendments to its standards, pnmarily with a view
to removing inconsistencies and clarifying wording There are separate transitional provisions for each
standard The adoption of the following amendments resulied 1n changes to accounting policies, but no
impact on the financial position or performance of the Group

IFRS 3 Business Combinations The measurement options available for non-controlling mterest (NCT)
are amended Only components of NCI that constitute a present ownership interest that entitles thewr
holder to a proportionate share of the entity’s net assets in the event of ligmdation should be measured
at erther fair value or at the present ownership nstruments’ proportuonate share of the acquiree’s
identifiable net assets All other components are to be measured at their acquisition date fair value (see
note 5)

Other amendments resulting from Improvements to 1IFRSs to the following standards did not have any
impact on the accounting policies, financial posibon or performance of the Group

IFRS 3 Business Combinations (Contingent consideration arising from business combination prior to
adoption of IFRS 3 (as revised i 2008))

IFRS 3 Business Combinatons (Un-replaced and voluntanly replaced share-based payment awards)
IAS 27 Consolidated and Separate Financial Statements

IAS 34 Interim Financial Statements

IFRS 7 Financial Instruments — Disclosures

IAS | Presentation of Financial Statements
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Notes (continued)

1 Accounting policies (connnued)

The following interpretation and amendments to interpretations did not have any material impact on
the accounting policics, financial position or performance of the Group

IFRIC 13 Customer Loyalty Programmes (determining the far value of award credits)

IFRIC 19 Extingmshing Financial Liabilities with Equity Instruments

New standards and interpretations not applied

There have been a number of new standards and interpretations issued by the IASB and IFRS
Interpretations Commuttee, with effective dates afier the date of these financial statements

The foliowing standards and interpretations have an effecuve date afier the dae of these financial
statements and the Group has not early adopted them

IFRS 9 Financial Instruments Classification and Measurement (effective 1 January 2013)

IFRS 9 as 1ssued reflects the first phase of the IASBs work on the replacement of IAS 39 and applies
1o classification and measurement of financial instruments as defined 1n 1AS 39 In subsequent phases,
the IASB wll address, among other areas, impairment of financial instruments, hedge accounting and
derecognition The adoption of the first phase of IFRS 9 will have an effect on the classificanon and
measurement of the Group’s financial assets and liabiliies The Group will quannfy the effect in
conjunction with the other phases, when 1ssued, to present a comprehensive picture

IFRS 13 Farr Value Measurement (effective I January 2013)

IFRS 13 aims to improve consistency and reduce complexity by providing a precise defimuion of fair
value and a single source of fair value measurement and disclosure requirements for use across IFRSs
The requirements, which are largely ahigned between IFRSs and US GAAP, do not extend the use of
fair value accounting but provide guidance on how 1t should be applied where 1ts use 1s already
required or permitted by other standards within IFRSs or US GAAP  The Group 1s yel to assess IFRS
13's full impact

Amendments to IAS 12 Income Taxes (effecttve 1 January 2012)

IAS 12 has been updated to include a rebuttable presumption that deferred tax on investment property
measured using the fair value model in IAS 40 should be determined on the basis that us carrying
amount will be recovered through sale and a requirement that deferred 1ax on non-depreciable assets,
measured using the revaluation model 1n IAS 16, should always be measured on a sale basis The
Group 1s yet to assess the full impact 1s [AS 12's amendment

Judgements, estimates and assumptions

Management are required to make judgements, estimates and assumptions that affect the application of
policies and reported assets and habihities, mcome and expenses  Judgements, esumates and
assumpuions are continually evaluated and are based on historical experience and various other factors,
including expectations of future events that are believed to be reasonable under the circumstances

The esumaies and assumptions that have sigmficant nsk of causing a matenal adjustment to the
carrying value of assets and habilities are discussed further below

Judgements
Impairment of non-financial assets

The Group has sigmficant carrying value of goodwill held within intangible assets on the balance
sheet An impairment exists when the carrying value of an asset or cash generanng unit exceeds its
recoverable amount, which 1s the higher of s far value less costs to sell and its value 1n use The fair
value less costs to sell calculation 1s based on available data from binding sales transactions m arm’s
length transactions of simular assets or observable market prices less incremental costs for disposing of
the asset The value 1n use calculation 1s based on a discounted cash flow model
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Notes (continued)
1 Accounting policies (continued)
Judgements (continued)

The cash flows are derived from the budget for the next five years The recoverable amount 1s most
sensitive to the sales growth, operating costs, growth rate for extrapolated cash flows and the discount
rate The key assumptions used to determune the recoverable amount, including a sensitivity analysis,
are further explained in note 12

Additional judgements are made with regard to provisions for onerous leases (note 21), doubtful debt
(note 16) and htigation (note 18) 'Judgement is appled 10 determining whether control exists over
entities and the fair value of the assets and labilities determined at the point control 1s achieved with
their subsequent results consolidated 1nto the financial statements (note 14)

Estimates and assumptions
Pension benefits

The carrying value of the hiabilities relaung to the defined benefit pension scheme 1s valued using an
actuanal valuation This valuation 1s based on assumptions All the assumptions used are estimates of
future events Further details about the key assumptions used are given 1n note 20

Share-based payment transactions

The Group esumates fair value for share-based payment transactions depending on the terms and
conditions of the grants This estimate also requires determining the most appropriate inputs 1o the
valuation model 1ncluding assumptions of the expected life of the share option, share price, volatility
and dividend yield and making assumptions about them The assumptions and models used for
estimating fair value for share-based payment transactions are disclosed in note 20

Addional estimates and assumptions are made with regard to inventory net realisable values (note
15), establishing uniform depreciation (note 11) and the likelihood that tax assets can be realised (note
22) Actual results may differ from these estimates

Basis of consolidation

Subsidianies are all entities controlled by the Group Control exists when the Group has the power,
directly or mndirectly, to govern the financial and operatung policies of an entity so as to obtain benefits
from its activites In assessing control, potential voting rights that are currently exercisable or
convertible are taken into account The financial statements of subsidiaries are included in the
consohdated financial statements from the date that control commences until the date that control
ceases The financial statements of the subsidianies are prepared for the same reporting year as the

parent company All intragroup balances and transactions, including unrealised profits ansing from
them, are eliminated

Subsidiaries which the Group control but do not own are consolidated at carrying value, the difference
between the carrying value and fair value of the assets and habihties of these subsidiaries 1s not
material The carrying value of the non-controlling interests 1s recognised separately 1n equuty and the

profit atinbutable to non-controlling interests 15 disclosed separately within the consolidated 1ncome
statement

Business combnations and goodwill

Business combinations from 1 July 2009 are accounted for under IFRS 3 (revised) ‘Busmess
Combinations’ using the acquisition method The cost of an acquisition 1s measured as the aggregate
of the consideration transferred, measured at acquisition date fair value, and the amount of any non-
controlling interest 1n the acquiree The choice of measurement of non-controlling interest, either at
fair value or at the proportionate share of the acquiree’s 1dentifiable net assets 1s determuned on a
transaction by transaction basis Acquisition costs ncurred are expensed and included in operating
costs When the Group acquires a business, 1t assesses the financial assets and habihties assumed for
appropriate classificaion and designation 1n accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date This includes the separauon of
embedded denvatives (n host contracts by the acquiree
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Notes (continued)
1 Accounting policies (continued)
Business combinations and goodwill (continued)

Goodwill 1s 1mimally measured at cost, being the excess of the aggregate of the acquisinon-date fair
value of the consideration transferred and the amount recognised for the non-controlling interest over
the net 1denufiable amounts of the assets acquired and the habihues assumed in exchange for the
business combination Identifiable intangible assets, meeting either the contractual-legal or separability
critenion are recognised separately from goodwill Contingent habiliies representing a present
obhigation are recogmsed 1f the acquisition-date fair value can be measured reliably

If the aggregate of the acquisiion-date fair value of the consideration transferred and the amount
recogmsed for the non-controlling interest 1s lower than the fair value of assets, habilities and
conuingent habilities and the fair value of any pre-existing interest held in the business acquired, the
difference 1s measured 1n profit and loss

After ininal recognition, goodwill 1s measured at cost less any accumulated impairment losses For the
purpose of impairment testing, goodwill acquired 1n a business combinauon 1s, from the acquisition
date, allocated to each of the Group’s cash-generating unis that are expected to benefit from the
combination, irrespective of whether other assets or habiliues of the acquiree are assigned to those
units Each umit, or group of units, to which goodwll 1s allocated shall represent the lowest level
within the entuty at which the goodwill 1s monitored for internal management purposes and not be
larger than an operating segment before aggregation

Where goodwill forms part of a cash-generating umt and part of the operation within that unit 1s
disposed of, the goodwill associated with the operation disposed of 1s included 1n the carrying amount
of the operation when deterrmining the gain or loss on disposal of the operation Goodwill disposed of
in this circumstance 15 measured based on the relative values of the operauon disposed of and the
portion of the cash-generating unit retained

Foreign currency

The presentational currency of the Group 1s Sterling The primary funcucnal currency of the parent
and subsidiary companies 1s also Sterling

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction Monetary assets and liabilities denominated 1n foreign currencies at the balance sheet date
are translated at the foreign exchange rate ruling at that date  Foreign exchange differences are taken

to the income statement, except when hedge accounting 1s applied and differences are taken to other
comprehensive income

Non-monetary items that are measured 1n terms of histonical cost in a foreign currency are translated
using the exchange rate at the date of the transaction

The assets and liabihties of foreign operations are translated at the spot rate ruling at the balance sheet
date The income and expenses of foreign operations are translated at an average rate for the period
where this rate approximates to the foreign exchange rates ruling at the dates of the transacuons

Exchange differences ansing from this translaton of foreign cperations are recogmsed in other
comprehensive income They are released into the income statement upon disposal

Intangible assets

Intangible assets acquired are camed 1mnally at cost Following imtial recognition, the histone cost
model 1s apphied, with intangible assets being carried at cost less accumulated amortisation and
accumulated 1mpairment losses Intangible assets with a fimite life have no restdual value and are
amortised on a straight line basis over thewr expected useful lives, with charges included in operating
costs, as follows

Brands up to 20 years

Design licences licence period {5 years)
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Notes (connnued)

1 Accounting policies (continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses

Certain items of property, plant and equipment that had been revalued to fair value priot to 1 January
2004, the date of transition to adopted IFRSs, are measured on the basis of deemed cost, being the
revalued amount at the date of that revaluation

Items of property, plant and equipment under construction are valued at cost and not depreciated
Depreciauon ts charged from the date the assets are available for use

Assets acquured by way of a finance lease are stated at an amount equal to lower of fair value and the

present value of the minimum lease payments at inception of the lease, less accumulated depreciation
and imparrment losses

Depreciation 1s charged to the income statement on a straight line basis over the estimated useful hives

of each part of an nem of property, plant and equipment Land 15 not depremiated The estimated useful
lives are as follows

Freehold buildings 30-50 years

Properties held under finance leases

and leasehold improvements Shorter of 30-50 years and the lease perod
Plant and equipment 3-15 years

Fixtures and fittings 3-15 years

All property, plant and equipment are reviewed for impairment 1 accordance with IAS 36
‘Impairment of Assets’ when there are indications that the carrying value may not be recoverable

An ttemn of property, plant and equipment 1s derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset  Any gain or loss arising on the
derecogmtion of the asset is included 1n the income statement

Impairment of non-financial assets

The carrying amounts of the Group’s non-financial asseis are reviewed at each balance sheet date to
determine whether there 1s any indication of imparrment If any such indication exists, the asset’s
recoverable amount 1s estimated

An asset’s recoverable amount 1s the higher of an asset’s fair value less costs to sell and 1ts value 1n use
and 15 determined for an individual asset, uniess the asset does not generate cash flows that are largely
mndependent from those of other assets or groups of assets Where the carrying amount of an asset
exceeds 1ts recoverable amount, the asset 1s considered to be impared and 15 written down to 1s
recoverable amount In assessing value 1n use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the nisks specific to the asset Impairment losses on continuing operations are recogmsed
n the income statement in those expense categones consistent with the function of the impaired asset

Impairment losses recognised in respect of cash generating units are allocated to reduce the carrying
amount of the other assets v the umt on a pro raia basis A cash generating umit 18 the smallest
idenufiable group of assets that generates cash inflows that are largely independent of the cash
inflows from other assets or groups of assels

An impairment loss 15 reversed only to the extent that the asset’s carrymg amount does not exceed the

carrying amount that would have been determined, net of depreciation or amortisation, 1f no
impairment loss had been recognised
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Notes (continued)
1 Accounting policies (continued)

Provisions

A provision 1s recogmsed 1n the balance sheet when the Group has a present legal or constructive
obhigation as a result of a past event, 1t 1s probable that an outflow of economuc benefits will be
required to settle the obhgation, and a reliable estimate of the amount of the obligation can be made If
the effect 1s matenal, provistons are determined by discounting the expected future cash flows at a pre-
1ax rate that reflects current market assessments of the time value of money and, where appropnate, the
risks specific to the liability

Leases

The determination of whether an arrangement 1s, or contains, a lease 1s based on the substance of the
arrangement at inception date and whether the fulfillment of the arrangement 15 dependent on the use
of a specific asset or assets or the arrangement conveys a right (o use the asset

Group as a lessee

Leases 1n which the Group assumes substantially all the risks and rewards of ownership of the leased
asset are classified as finance leases Other leases are classified as operating leases

Where land and buildings are held under leases the determination of the land 1s considered separately
from that of the buildings

Finance leases

Assets acquired by way of a finance lease are recognised at an amount equal to the lower of the fair
value and the present value, calculated using the interest rate imphcit n the lease, of the mimmum
lease payments at inception of the lease with a corresponding liability as an cbligation to pay future
rentals Lease payments are apportioned between the finance charge and the outstanding obligation so
as to produce a constant rate of mnterest on the remaining balance of the liabality

Operating leases

Rental payments are taken to the income statement on a straight line basis over the life of the lease
Leases that contain predetermined fixed rental increases are accounted for such that the increases are
recogmsed on a straight hne basis over the Ife of the lease Lease incenuves received are recogmised
n the income statement as an integral part of the total lease expense

Prepaid operating leases are recognised on a straight line basis over the Iife of the lease

Group as a lessor

Assets leased out under operating leases are mncluded 1n property, plant and equipment and depreciated
over their useful econorme lives  Rental income, including the effect of lease incentives, 15 recogmised
on a straight hine basis over the lease term

Financual instruments

Financial assets and habilities are recogmised when the Group becomes party to the contractual
provisions of the relevant instrument and derecognised when it ceases to be a party to such provisions

Financial assets and habiities

The Group classifies 1ts financial assets and habilities 1n the following categones financial assets at
fair value through profit and loss, loans and receivables, nterest bearing loans and borrowings,
derivatives designated as hedges and trade payables

Management determines the classification of 1ts investments at iuual recognition and re-evaluates this
designation at every reporting date

Al} financial assets and habiliies are recogmsed mtially at fair value The Group assesses at each
balance sheet date whether there 1s objective evidence that financial assets are impared
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Notes (continued)
1 Accounting policies (confinued)
Financal instruments (continued)

Financial assets and habidiies at fawr value through profit and loss

Denvatives are categorised as held for trading unless they are designated as hedges Gains or losses
arising from changes in the fair value of the financial assets and hiabilities at fair value through profit
or l0ss are included in the income statement 1n the period 1in which they anse

Loans and receivables

Loans and receivables are non-denivative financial assets wath fixed or determinable payments that are
not quoted n an active market and are carrted at amortised cost They are included 1n current assets
except for those with maturities greater than 12 months after the balance sheet date Loans and
recervables compnise cash and short-term deposits and trade and other receivables

Interest bearing loans and borrowings

Interest bearing bank loans and overdrafis are recorded mmitially at fair value plus directly attributable
transaction costs  Subsequently, these habilities are carried at amortised cost using the effective
interest method Gains or losses arising on repurchase, settlement or cancellaton of lLiabilines are
recogmsed respectively in finance income or finance cost

Offsetting of financial instruments

Financial assets and lhabilities are offset and the net amount reported 1n the balance sheet only when
there is a legally enforceable night to offset the recognised amounts and there 1s an intention 1o settle
on a net basts, or realise the asset and settle the habihity simultaneously

Fair values

Fair value 1s determined using appropniate valuation techmques Such techmiques may include using
recent arm’s length transactions, reference to the current value of another instrument that 1s
substanually the same, discounted cash flow analysis or other valuation models

Derwvanive financial instruments and hedging

Denvative financial instruments (“denivatives™) are used to manage nisks arising from changes 1n
foreign currency exchange rate fluctuations

Denivatives are stated at their fair value  The fair value of foreign currency derivative contracts 1s their
market value at the balance sheet date  Market values are calculated using mathematical models and
are based on the duratton of derivative together with quoted market data including interest rates,
foreign exchange rates and market volatlity at the balance sheet date

For those derivatives designated as hedges and for which hedge accountng 1s desired, the hedging
relationship 1s formally designated and documented at its incepuon  This documentation identifies the
nsk management objective and strategy for undertaking the hedge, the nature of the risk being hedged
and how effectiveness will be measured throughout 11s duration

All of the Group’s hedges are considered to be cash flow hedges, hedging exposure to vanability
cash flows that are enther attributable to a particular nsk associated with a recognised asset or hability
or a hughly probable forecast transaction

For cash flow hedges, the effective portion of the gain or loss on the hedging tnstrument 1s recogmsed
directly as other comprehensive income, while the ineffective portion 1s recogmsed 1n profit and loss
Amounts taken to other comprehensive mmcome are transferred to the income statement when the
hedged transaction affects profit or loss, such as when a forecast sale or purchase occurs
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Financial instruments (continned)

If a forecast transaction 1s no longer expected to occur, the amounts previously recogmised n equity
are transferred to profit and loss If the hedging instrument expires or 1s sold, terminated or exercised
without replacement or rollover, or its designaiion as a hedge 1s revoked, amounts previously
recognised 1n other comprehensive mcome remain m other comprehensive income until the forecast
transaction occurs and are transferred to the income statement

The Group uses forward currency contracts as hedges of its exposure 10 foreign currency risk wn
forecasted transactions and firm commutments Refer to note 19 for further details

Inventories
Inventories compnse goods for resale and are stated at the lower of ¢ost and net realisable value

Gooeds at warehouses are valued at weighted average cost Cost includes expenditure incurred n
acquinng the inventories and bringing them to their existing location and condiion Inventories at
retai] outlets are valued at average cost prices

Trade and other recetvables

Trade and other receivables are stated at thewrr oniginal invoiced value (discounted if matenial) as
reduced by appropriate allowances for estimated nrecoverable amounts Impared debts are
derecognised when they are assessed as uncollectible

Cash and short term deposits

Cash and short term deposits comprise cash balances and call deposits with an onginal matunty of
three months or less Bank overdrafts that are repayable on demand and form an integral part of the
Group’s cash management are included as a component of cash and cash equivalents for the purpose of
the statement of cash flows

Trade and other payables

Trade and other payables, other than intercompany loans, are non-interest bearing and are stated at
their nominat value

Taxation

Taxation comprises current and deferred tax Tax 1s recognised 1n the income statement except to the
extent that 1t relates to tiems recogmsed direcily m equity, in which case 1t 1s recogmised 1 equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or

substantively enacted at the balance sheet date, and any adjustment to tax payable n respect of
previous years

Deferred tax 1s provided on all temporary differences between the carrying amounts of assets and

liabilines for financial reporting purposes and the amounts used for taxation purposes except

*  the imtial recogmiuion of goodwill or of assets or habihties that affect neither accounting nor taxable
profit other than 1n a business combination,

* 1nrespect of taxable temporary differences associated with investments 1n subsidiaries, associates
and joint ventures, where the iming of the reversal of the temporary differences can be controlled
and 1t 1s probable that the temporary differences will not reverse 1n the foreseeable future, and

¢  deferred tax assets are recogmised only to the extent that 1t 15 probable that future taxable profits
will be available against which the asset can be utilised

The amount of deferred tax provided 1s measured on ar undiscounted basis based on the expected manner
of realisation or settlement of the carrying amount of assets and habilities, using tax rates enacted or
substantively enacted at the balance sheet date
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Borrowing costs

Borrowing costs are recogmsed n the Group’s income statement except for costs that are directly
attributable to the construction of butldings which are capitalised and included within the imtial cost of
a building Capitalisation of borrowing costs ceases when the property 1s ready for use The interest
rate apphied 1s based on the average rate of general borrowings outstanding during a period

Pensions and other post employment benefits
Defined contribution plans

Obligations for contributions to defined contribution pension plans are recogrised as an expense in the
Income statement as incurred

Defined benefit plans

The Group’s net obhgation 1n respect of its defined benefit pension plans 1s calculated by esumating
the amount of future benefit that employees have earned 1n return for their service 1n the current and
prior penods, that benefit 1s discounted to determuine its present value, and the fair value of any plan
asscts 15 deducted The calculation 1s performed by a qualified actuary vsing the projected umt credi

method The operating and financing costs of the scheme are recognised 1n the period 1n which they
arise

In respect of actuanal gains and losses that anse, the Group recogmises them n full to equity in the
period they occur in the statement of other comprehensive income

The Group 18 subject to mummum funding requirements 1n the UK and does not have an unconditional
right to a refund of a surplus This results 1n an obligation which 1s recogmsed as an additional hability
and an increase to other comprehensive income

Revenue recogmtion

Revenue represents sales to customers through retail outlets and onhine, excluding value added tax
Revenue 15 recognised net of intragroup transactions, staff discounts, coupens and the free element of
multi-save fransaclions

Income from concessions and commissions

Income from concessions and commissions 15 based on the terms of the contract and 1s included within
renial income

Interest and dividend income

Interest income 1s recogmsed 1n the income statement as 1t accrues, using the effecuve interest method
Dividend ncome 15 recognised n the income statement on the date the entity’s right to receive
payments 1s established

Supplier income

Supplier incentives, rebates and discounts are recogrmised at the point that they are earned and agreed
with the suppher for each relevant contract Amounts are recogmsed as a deduction 1n operating costs
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Notes (continued)
1 Accounting policies (continued)

Share-based payments

For all habilines ansing from share-based payment arrangements the Group has apphed IFRS 2
*‘Share-Based Payments' to habihties that were settled on or after 7 November 2002

The share opuon programme allows Group employees to acquire shares of the ulumate parent
company, these awards are granted by the Group The farr value of opuons granted 1s 1mually
measured at grant date and spread over the period during which the employees become unconditionally
enutled to payment The charge 1s recogmsed as an employee expense, with a corresponding increase
mn habihues The fair value of the share option 15 measured based on an opuon valuation model, taking
mnto account the terms and conditions upon which the mstruments were granted The habihty 1s
remeasured at each balance sheet date and at seulement date and any changes in fair value are
recogmised 1n the income statement during the vesting period These share based payment ransactions
are considered as cash setiled

Duidend distribution

Dividend distribution to the Company’s shareholders 1s recogmised as a liability n the Group’s
financial statements 10 the period 1n which the dividends are approved by the Company’s shareholders
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2 Segment reporting

ASDA Group Limted

Dnrectors’ report and financial statements
31 December 2011

The Group 1s engaged 1n a single reportable operating segment of business, being the operaton of retail stores
for the sale of food, clothing, home and leisure products in the Umited Kingdom The Group 15 not reliant on

any individual major customers

In hine with the Group’s reporting framework and management structure, key operating decisions are made by
the Executive Board which 1s considered to be the Chief Operating Decision Maker for the Group All
significant revenue 1s generated by the sale of goods through retail outlets in the UK The operations of all
product areas of the business are subject 10 similar economic characienistics and are sold 1n a simlar retail

environment

The Group has taken these factors into account and the core principals of IFRS 8 1n deterrmiming that 1t has a

single reportable operating segment

3 Operating costs

The operating profit from continuing operations 1s stated after (charging)/credsting the following

Cost of inventories recognised as an expense
Employment costs (note 5)

Amortisation of intangible assets (rote 12)
Amortisation of lease prepayments (note 13}
Depreciation (rote /1)

- Owned assels

- Assets held under finance leases

Operating lease expense

- Plant and equipment

- Property

Rental income

Loss on sale of property, plant and equipment
License fees paid to fellow subsidiary of ultimate parent company (rote 26)

4 Auditors’ remuneration

Wahin operating costs

Fees payable to company's auditor for the audit of parent company and
consohidated financial statements

Year Ended
31 December
2011

£m

(16,823 2)
(2,362 0)
32

(r4)

(378 2)
(135)

(47 5)
(84 3)

899
(17 5)
(119)

————
f——

Y ear Ended
31 December
2011

fm

03

Year Ended
31 December
2010

£m

(15,701 1)
(2,279 0)
(28)

an

(383 5)
(13

(45 4)
(74 1)

8§12
(197
(11 6)

Year Ended
31 December
2010

£m
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Notes (continued)
5 Employee numbers and costs

The average number of people employed by the Group (including directors) during the year was as follows

Number of employees

Year Ended Year Ended
31 December 31 December
2011 2010
Total
ASDA - Retail & Distnbution 173,713 169,287
- Home offices 3.431 3,171
177,144 172,458
Full ume equivalents
ASDA - Retail & Distnibution 110,127 107,465
- Home offices 3,333 3,083
113,460 110,548
The aggregate payroll costs of these people were as follows
Year Ended Year Ended
31 December 31 December
2011 2010
£fm £m
Wages and salanes 2,1032 2,0529
Share-based payments charge (note 20) 346 167
Social secunty costs 1239 1240
Other pension costs (rote 20} 1003 854
23620 2,2790

Other pension costs comprise the cost of the defined contribution schemes and the transition payment to former
members of the defined benefit scheme following the scheme closure All pension related costs and 1ncome are
disclosed n note 20

6 Directors’ remuneration

The total remuneration during the year 1s as tollows

Year Ended Year Ended

31 December 31 Decernber

2011 2010

£000 £000

Directors’ emoluments 6,705 6,573
Share-based payments 2054 5,966
Post employment benefits 56 766
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6 Directors’ remuneration (continued)

Number of directors who were members of the defined benefit scheme dunng the
year
Number of directors who exeraised share options

Number of directors entitked to receive shares under long term incentive schemes

Amounts in respect of the highest paid director are as follows

Total remuneraton excluding pensions

Total accrued pension at the year end

ASDA Group Limited
Directors’ repont and financial statements

31 December 2011

Y ear Ended Year Ended
31 December 31 December
2011 2010
number number

6 8

6 8

10 10

£'000 £000

1,415 1,317

44 42

Included within the remuneration totals above are emoluments and short term benefits in respect of the
following directors, which were in respect of their services to the Broadstreet Great Whlson Europe Group (the
ulimate parent company for the UK) as a whole JJ McKenna, A Clarke, R Bendel, C Kuchinad, A J Moore, C
R Redfield, K Hubbard, H Tatum, E Doohan and S King It 1s not possible to allocate their remuneration to

individual companies within the Group

Three of the directors were members of the defined contribution schemes duning the year (2010 none)

7 Financial income

Bank interest recervable
Net return on pension scheme (note 20)

Finanaal income

Y ear Ended Year Ended
3} December 31 December
2011 2010

fm £m

14 28

30 68

44 96
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Notes (continued)

8 Finanacal costs

Interest payable on bonds - paid to fellow group undertakings
Interest payable on bonds - patd to external bondholders
External interest payable

Net interest payable on amounts owed to group undertakings
Finance lease interest

Interest capitalised

Financial costs

9 Income tax expense

Recognised 1n the income statement

Current tax

UK corporation tax on profit tor the year
Adjustments 1 respect of pnor penods

Current tax charge for the year

ASDA Group Limited
Directors’ report and financial statements

31 December 2011

The current tax prior period adjustment relates to the finahsation of group relief balances

Deferred tax

Ongnauocn and reversal of temporary differences
Adjustment in respect of prior periods

Adjustment ansing from change 1n tax rate

Reducuion 1n deferred tax asset relating to pension obligation

Total tax charge for the year

Year Ended Year Ended
31 December 31 December
201t 2010

£m £m

[CR))] (124)

- on

02) ©2)

(18 4) (65 2)

43 “42)

103 63

(825) (75 6)

Year Ended Year Ended
31 December 31 December
201 2010

£m £m

1355 1512

410 (204

176 5 13068

(74) (127

65 183

(119 83

307 30

179 03

194 4 1311

Deferred tax on actuarial losses on defined benefit pension schemes of £44 Om (2010 £33 4m) has been

credited to equity Deferred tax on cash flow hedges of £2 1m (2010 ml) has been charged to equity
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Notes (continued)
9 Income tax expense (continiued)

Reconcihation of effective tax rate

A reconcihation of the total tax charge compared to the standard rate of corporation tax in the UK of 26 5%
(2010 28%) applied to the profit on ordinary acuivities before 1ax 1s as follows

Y car Ended Year Ended

31 December 31 December

201 2010

£m £m

Profit before tax 767 8 7391
Tax using the UK corporation tax rate of 26 5% (2010 28%) 2035 2069
Non-deductible expenses 10 32
Non-qualifying depreciation 2 266
Lossf profit) on non-qualifying fixed assets 21 04)
Group relief not pad for {68 1) (94 8)
Adjustments in respect of prior periods 475 21
Change tn tax rate {11 9) (8 3)
Other 05 -
Total tax charge for the year 194 4 1311

The Finance Act 2011 received Royal Assent on 19 July 2011 and enacted a reduction in the main rate of
corporation tax to 25% with effect from 1 Apnl 2012 Deferred tax has therefore been provided at 25%

Following the Budget on 21 March 2012, the main rate of corporation tax was further reduced 10 24% with
effect from 1 Aprnl 2012 Tt has also been announced that the main rate of corporation tax rate will further
reduce by 1% per annum down to 22% by 1 Apnl 2014  These reductions were not substanuvely enacted at

the balance sheet date If these changes had been substantively enacted the deferred tax hability/asset would
have reduced by £9 5m

In addition, Finance Act 2011 introduced changes to the capital allowances regime, including a reduction 1n the
rate of capital allowances on plant and machimery additons from 20% to 18% wath effect from 1 Apnl 2012

10 Dividends

Year Ended Year Ended
31 December 31 December
2011 2010
fm £m
Declared and paid during the year
Nodmwidend declared in 2011 (2010 7 33p per share) - 2300
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11 Property, plant and equipment
Plant,
Finance leases & equipment,
Freehold leasehold fixtures & Assets under
properties improvements fittings construction Total
£m £m £m £m £m
Cost
Balance at 1 Janvary 2010 7.1348 5503 23870 2054 10277 5
Additions at cost and transfers from
assets under construction 2797 641 204 8 278 5764
Dhsposals (221) a2 597 - (83 0)
Transfers (379) 379 - - -
Balance at 31 December 2010 73545 6511 25321 2332 107709
p————————— ] —
Balance at 1 January 2011 713545 6511 2,5321 2332 107709
Additions at cost and transfers from
assets under construciton 3487 264 2818 309 687 8
Acquisition of a subsidiary (nore 14) 2935 - 326 - 3261
Disposals (151) 87N (483 5) - (507 3)
Transfers (29 &) 270 24 - -
Balance at 3] December 2011 79522 695 8 23654 264 1 11,277 5
— - —————
Accumulated depreciation and imparrment
Balance at | January 2010 956 2 2395 16336 - 28293
Depreciation charge for the year 124 6 337 2265 - 184 8
Disposals [ 07 527) - 60 1)
Transfers (10 8) 108 - - -
Balance at 31 December 2010 1,063 3 28313 1,807 4 . 31540
—— 3
Balance at 1 January 2011 10633 2833 1 807 4 - 31540
Depreciation charge for the year 134 8 289 2160 - 3797
Disposals 32) (12) 479 3) - 483 7)
Transfers an 10 01 - -
Balance at 31 December 2011 1,193 & 3120 ] 5442 - 3,0500
Net book value
At 31 December 2010 6,291 2 3678 7247 2332 76169
At 31 December 2011 6,758 4 38318 8212 2641 8,227.5
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11 Property, plant and equipment (continued)

The cumulative amount of capitahsed interest included 1n the cost of fixed assets 1s £242 8m (2010
£232 5m) Details of interest capitahised during the year are given in note 8

Properties hetd under finance leases have the following net book values

2011 2010
£m £m
Cost 727 597
Depreciation (109) (9 4)
Net book value 618 503
12 Intangible assets
Design
licences Brands Goodwill Total
£m £m £m £m
Cost
At 1 January 2010 and 1 January 2011 64 317 - 381
Acquisitions of subsidiary - 16 4823 4839
Al 31 December 2011 64 333 4823 5220
Amortisation
At 1 January 2010 52 64 - 116
Amorusauon during the year 12 16 - 28
At 31 December 2010 64 80 - 144
At 1 fanuary 2011 64 80 - 144
Amoruisation during the year - 32 - 32
At 31 December 2011 64 12 - 176
Net book value at 31 December 2010 - 237 - 237
Net book value at 31 December 2011 - 221 482.3 504.4

The design licences asset has been amortised on a straight hine basis over the hicence period of 5 years The

George brand 15 being amortised on a straight line basis over its estimated useful life of 20 years (14 years
remaining)

Brands include intangible assets acquired 1n the year through business combinations The Netto brand acquired
has been fully amortised duning the year on a straight line basis over 1ts estimated useful hife of 6 months

See business combinanons (note 14) for detail of goodwill ansing on acquisition of subsidiary  As at 31
December 201 1, goodwill has been tested for impairment as follows
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12 Intangible assets (continued)

Impairment testing of goodwill

Goodwill of £482 3m arose on the acquisition of Netto Foodstores Limited on 13 Apnl 2011 (note 14) This
has been tested for impairment as at 31 December 2011 by allocating to the chain of converted Netto stores
along with other related assets This represents the lowest level to which management monitors goodwill
There are no other intangible assets wath indefimite useful lives

The recoverable amount 1s determined based on a value 1n use calculation using cash flow projections from
financial budgets approved by semor management covering a five year period This 1s the pertod to which
specific rehable forecasts have been made The pre-1ax discount rate applied to the cash flow projections 15
11% and the growth rate used to extrapolate the cash flows beyond specific forecast period 1s 3 0%

The calculation of value 1n use 15 most sensitive to the assumptions of sales growth, operating costs, growth rate
used to extrapolate cash flows beyond the miual forecast period and the discount rate

Sales growth - sales expectations were mitially formed based on sales achieved by the Netto chain since
acquisitton and sales m existing stores of similar sizes The forecast then maps the growth profile to that
expected based on historic growth levels seen by the Group

Operating costs - some costs are directly aunbutable 1o individual stores  Other costs derive from central or
shared costs for the whole Group and must be allocated to the chain on a reasonable basis  Operating cost
forecasts for the Newo chain reftects that experienced since acquisition and existing similar stores 10 2010 and
2011 extrapolated as a proportion of sales

Growth rate used to extrapolate cash flows beyond the initial forecast period - long term growth rate
forecasts are based on long term economic GDP growth forecasts for the UK

Discount rate - the pre tax discount rate used 1n calculating the value 1n use represents an assessment of the

rate of return a market participant would expect for an equally nsky invesiment This has been calculated by
estimating the weighted average costs of capital of other Iikely acquirers as well as that of the Group

Sensitivity to changes in assumptions

With regard to the assessment of value 1n use, based upon calculations performed, management believe that no
reasonably possible change 1n any of the above key assumptions would cause the carrying value of the chain of
Netto stores to matenially exceed 1ts recoverable amount
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13 Operating lease prepayments
2011 2010
£m £m
Operating kease prepayments - current 17 17
- non-current 1252 1238
1269 1255
14 Business combinations

Acquisition of Netto Foodstores Limited

On 13 April 2011, the Group acquired 100% of the voung shares of Netto Foodstores Lumied, a retailer of food

and household goods based in the United Kingdom The transaction enabled the Group to convert Netio’s UK
locanions into ASDA stores

The total consideration of £752 mullion was satisfied in cash which was funded through an mtercompany loan
from Wal-Mart Stores (UK) Limuted (note 26), a fellow subsidiary of the Group's ulumate parent company

The following table summarises the consideration paid for Netto Foodstores Limited, the fair value of assets
acquired and the Liabilities assumed at the acquisition date

Purchase consideration at 13 April 2011 fm
Cash 7520
Total consideration 7520
Recogmised amounts of identifiable assets acquired and liabihties assumed £m
Cash and cash equivalents 80
Property, plant and equipment {nore 11} 326 1
Brand names (note 12} 16
Inventones 354
Trade and other receivables 119
Trade and other payables 630)
Provisions (note 21) (15)
Deferred tax (note 22) (48 8)
Total identifiable net assets 2697
Goodwill (note 12) 4823

Analysis of cash flows on acquisition

Consideration paid (1ncluded in cash flows from investing activities) (752 0)
Transaction costs of the acquisition (included 1n cash flows from operating activities) (10 2)
Net cash acquired with the subsidiary (included 1n cash flows from investing activities) 80
Net cash flow on acquisition (754 2)
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14 Business combinations (connnued)

Goodwill artsing on the acquisition derives from being able to convert the existing Netto sites nto ASDA
stores The business combinatuon provides the Group access to new local markets and customers across the
UK, enables synergies by leveraging the Group’s supply chain and logistics network and brings an expernienced
retait workforce i therr local community An intangible for the temporary retail brand was separately
recogmsed No other separate intangibles were 1dentified requiring recogmtion under IAS38 None of the
goodwill recogmsed 1s expected to be deductable for income tax purposes The fair valee of trade and other
receivables at the acquisiion date amounted to £10 7m with a gross contractual value of £10 8m  The value of
the provision held was £0 Im

The post-acquisiion revenue of the acquired business 1s £415 8m (13 Apnl 1o 31 December 2011) This
in¢ludes the periods trading as Netto, the temporary closure of stores and trading as ASDA following
conversion This 1s included within revenue 1n the consolidated income statement

The post-acquisition loss of the acquired business 15 £31 4m This 15 1mpacted by the one off costs of
converting the stores and integrating 1nto ASDA  In addition acquisition related professional fees of £10 2m
were incurred These have been charged to operating costs in the consolidated income statement

Prior to acquisition, these stores (including stores divested by the Group) earned revenue of £190 1m, making a
loss of £18 8m whilst under Dansk Group ownership (1 January to 12 Apnl 2011) This result was
significantly impacted by losses on disposal of stores not acquired by the Group These amounts are not
consolidated 1n these financial statements

If the acquisition had taken place on | Janvary 2011, then taking the results of pre and post acqmsition periods
would give iotal revenues of £605 9m and losses of £50 2m  This result 1s significantly impacted by one off

costs incurred 1n the year of acquisition and s not representative of expected future performance of the acquired
stores

Other acquusitions

From | January 2011, the Group consolidated the results of Forza Foods Limuted, Kober Limited and Vinpack
Limited on the basis of contrel obtained under the rules of IAS 27 Indicators of control which are present
include the ability to influence the composition of the board, the ability to significantly influence the operating
and financial activities of each entity and the ability to actively participate in key decision making due to the
signing of legal agreements

Forza Foods Limited, Kober Limited and Vinpack Limited are suppliers of goods to ASDA and do not make
sigmficant sales to any other third party customers The fair value of the consideration to the Group 1s £ml The
net assets recognised on consolidation were £12 5m, represenung property, plant and equipment of £24 8m,
cash and cash equivalents of £4 1m, inventories of £10 7m, trade and other payables of (£27 Im) The non
controlling interest represents 100% of the net assets measured at fair value, with no goodwill recognised  Fair
value 1s determined as being not matenally different to the carrying value of the assets and habilities of these
entiies These entities contributed profit of £4 8m for the year imcluded within the Group's income siatement
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15 Inventories

Goods held for resale
Goods not held for resale

16 Trade and other receivahles

Trade recervables

Provision for doubtful debts
Other receivables

Prepayments and accrued income

Amounts owed by group enlities

ASDA Group Linuted
Directors’ report and financial statements
31 December 2011

2011 2010
fm fm
10138 9967
20 18
10138 998 5
2011 2010
£m £m
134 4 144 6
(113) 80
655 405
836 831
2822 2602
13920 1,794 8

Trade receivables are non-interest bearing and are generally on 30-90 day terms As at 31 December 2011,
trade receivables at nominal value of £11 3m (2010 £8 Om) were impaired and fully provided for on the basis
of the age of the debt and estimated ability of the customer 1o make payment Movemenis in the provision for

doubtful debts 1n the year were as follows

At 1 January
Net charge for the year
Provision uulised

At 31 December

2011 2010
fm £m
80 85
81 -

48) 05
113 80

There are no 1ssues regarding the recoverability of amounts owed by Group entities
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16 Trade and other receivables (continued)

As at 31 December 2011, the analysis of trade receivables that were not impaired was as follows

2011 2010

£m £m

Neither past due nor impaired 975 1102
Up 10 3 months past due 256 264

123 1 136 6

In determining the recoverability of trade receivables, the Group considers any change i the credit quahty of
the trade receivable from the date credu was imtally granted up to the reporung datc  Accordingly, the
directors believe that there 18 no further credit provision required 1n excess of the allowance for doubtful debis
As at 31 December 2011, trade receivables that were neither past due nor impaired related to a number of
independent customers for whom there 1s no history of default

The allowance for doubtful debt assumes VAT 1n relation 1o the impaired balances will be fully recoverable

17 Cash and short term deposits
2011 2010
£m £m
Cashand shon term deposits 434 1 4272

18 Trade and other payables

2011 2010
£m £m
Trade payables 19022 20378
Other taxes and social secunty 2068 186 7
Other payables 1455 1313
Accrued expenses 6171 498 0
28716 28538
Amounts owed to group entities 26510 25433
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18 Trade and other payables {continued)

The Group deals with over ten thousand separate supphiers and has established trading terms which are
appropriate to the particular relationship and product supplied Whenever an order 1s placed the parties will be

aware of the payment terms and 1t 1s the Group’s policy to abide by these terms when sausfactory invoices have
been recerved

For terms and conchtions relating to amounts owed (o related partes, refer to note 26

Included within trade and other payables at the prior year end was an allowance for cosis associated with the
Office of Fair Trading ("OFT") inquiries into alleged Dairy and Tobacco pricing activities During 2011 a fine
was imposed by the OFT on several sellers in respect of pricing of Dairy products In December 2011 the
Competition Appeals Tribunal upheld our appeal 1n respect of Tobacco

The amounts included 1n the financial statements were not disclosed on the basis that to do so would have been
mappropriate given that the investigahon had not concluded on Dairy and the OFT decision on Tobacco had
been appealed to the Competiuon Appeals Tribunal The allowances attributable to these cases were fully
utihised or released 1n the year

19 Financial instruments

Fair values of financial assets and financial habilities

The Group’s principal financial instruments during the year compnised cash, cash equivalents and borrowings
Other financial assets and habihities, such as trade receivables, trade payables, and accruals anse directly from
the Group’s operating activities  The difference between the carrying value and the fair value of these finanoal
instruments 1s not matenial Denvatives designated as hedges are included at the fair value of the financial
nstrument

In the valuation of financial instruments during the year ended 31 December 2011 the Group used valuaton
techniques for which all inputs which have a significant effect on the recorded value are observable, cither
directly or indirectly

The following summarises the major methods and assumptions used in esumating the far values of financial
instruments

Floating rate borrowings — the fair value of floating rate borrowings approximates to carrying value because
interest rales are resel 10 market rates at intervals of less than one year

Fixed rate borrowings — the fawr vaiue of fixed rate borrowings 1s estimated by discounting the future
contracted cash flow using appropnate nterest rates to net present value

Trade and other recewvables, trade and other payables- the fair value of trade and other receivables and trade
and other payables 1s measured as the carrying value of contractual future cash flows

Dervatives designated as hedges— denvatives designated as hedges are measured at fair value by estmating the
future settlement rates of forward contracts entered into

IFRS 7 requires an analysis of financial nstruments carmed at fair value, by valuanon method All financial
instruments carried at fair value within the Group are categornised as Level 2 instruments
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19 Financial instruments (continued)
2011 2010
£m £m
Current habilities
Current portion of finance lease habilies 13 11
Non-current Gabilines
Eurobo nds 149 2 149 2
Non-current poruon of finance lease habihities 66 334
185 8 1826

As at 31 Decemnber 2011 and 31 December 2010, all borrowings were 1n Sterling at fixed rates of interest The
finance lease obligations are carried at amorused cost, which 1s considered to approximate to fair value The
weighted average interest rate of fixed rate debt 15 6 7% (2010 6 9%)

Amounts owed to fellow subsidiaries are 1ncluded 1n trade and other payables within note 18 Details of
obligations under finance leases are included 1n note 24

On 17 July 1998, the Group tssued £150 Om of unsecured 6 5/8 % Eurobonds at 99 441% of nomunal value
redeemable at par on 17 July 2015 unless previously redeemed at the Group’s request, at the hgher of the
principal amount or a price calculated to provide a yield equal to that earned on 8% Treasury Stock 2015

On 17 September 2007, all of the outstanding Eurcbonds 1ssued by the Group were officially migrated from the
Main Market to the Professional Securities Market of the London Stock Exchange

The 2015 Eurobond 15 denominated 1n Sterling and carned at amortuised cost Its fair value as at 31 December
2011 was £190 5m (2010 £187 5m) The Eurobonds bear fixed interest, payable annually i arrears

Financial risk management

The treasury function manages the Group’s financial nisk, considering its borrowings and exposure to foreign
currency fluctuations The Group finances 1its operations through ntercompany borrowings and Eurobonds
which were 1ssued a number of years ago and substannally held within the Wal-Mart group The Group utilises
s cash balances as well as bank overdrafis to satisfy short-term cash flow requirements  Foreign currency
exposure 1s managed through entering wnto forward currency contracts

Interest rate rnisk

The Group’s long term borrowings are at fixed interest rates, through the 1ssue of Eurobonds which are lisied
on the Professional Securinies Market of the London Stock Exchange, with the majornity being held by Wal-
Mart group companies  As interest rates are fixed on all of the Group’s long term debt, inlerest rate movements
would not have an umpact on profitablity, cash flow or equity

The Group’s short term borrewings are all held with entihes which are part of the Wal-Mart group and are at
variable rates of interest  Amounts owed to fellow subsidiaries (note 18) attract nterest at an effective rate of
6% (2010 6%)

It 15 anticipated that a 1% movement n interest rates, which represents management’s assessment of a
reasonably possible change, would give rse to a decrease/increase in net profitabylity of £1 Im (2010 £0 5m)
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19 Financial instruments (continued)
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The disclosures below exclude short term recervables and payables which are primarily of a trading nature and

expect to be settled within normal commercial terms

Terms and debt repayment schedule as at 31 December 201 1

Effecuve Less than lw?2 2103 Jto4 4105
interest rate Total | year years years years years 5+ years
% £m £m f£m £m £m £m £m
Eurobonds 2015 66 149 2 - - 149 2 - -
Finance lease obhgations 379 13 14 16 19 21 296
187 1 13 14 16 1511 21 296
See note 24 for further information relating to the present value of finance lease obligations
Amounts owed to fellow UK group companies
Loans from Connth Investiments
Limited 6% 9415 9415 - - - -
Loans from Broadstreet Great
Wilson Euwrope Limited 6% 3555 3555 - - - - -
Loans from Wal-Mart LN (UK}
Limited 6% 13513 1,3513 - - - . -
2,648 3 26483 - - - - -
Terms and debt repayment schedule as at 31 December 2010
Effecuve Less than 102 2103 EALY:) 4105
mierest rate Total 1 year years years years years 5+ years
% £m £m £m £m £m £m £m
Eurobonds 2015 66 149 2 - - - 149 2 -
Finance lease obhigations 345 11l 12 14 i6 18 274
183 7 I 12 14 16 1510 274
e . e . . e —

Amounts owed to fellow UK group companies

Loans from Corinth Investments

Limited 6% 886 7 8867
Loans from Broadstreet Great

Wilson Europe Limited 6% 2908 2908
Loans from Wal-Mart LN {UK)

Limited 6% 13416 1,416

25191 25191
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19 Financial instruments (continued)

Foreign currency risk

The Group purchases goods and services denominated in currencies other than Sterhing Cash flows can be
affected by movements 1n exchange rates, primanly US Dollars, Eures, Austrahan Dollars and HK Dollars
Purchases in US Dollars are managed through the vse of forward contracts

The Group implemented hedge accounting during the year ended 31 December 2010 The Group has forward
currency hedging contracts outstanding at 31 December 2011, designated as hedges of expected future
purchases from suppliers in US dollars The forward currency contracts are being used to hedge the foreign
currency risk of the future purchases The terms of the forward currency hedging contracts have been
negotiated (0 match the terms of the commitments and none exceed a penod of more than 12 months afier the
31 December 2011 Amounts taken to other comprehensive income are transferred to the tncome statement
when the hedged transaction affects profit or loss

The cash flow hedges of the expected future purchases were assessed to be highly effective and as at 31
December 2011, a net unreahised gain of £3 1m was included n other comprehensive income 1n respect of these
hedging contracts

As the Group manages 1ts foreign currency exposure through the use of forward currency contracts, changes in
exchange rates are not expected to have a sigmificant 1mpact on profitability or cash flow It 1s anticipated that a
5% movement m the US dollar/Sterling exchange rate, which represents management’s assessment of a
reasonably possible change, would give nise to a decrease/increase in equity of £14 2m (2010 £9 9m) There
would be no impact on profit from this movement

Credit risk

There are no significant concentrations of the credit nisk within the Group  The maximum credit nsk exposure
relating to financial assets 1s represented by carrying value as at the balance sheet date  See note 16 for further
information on trade receivables

The Group has established procedures to mimmse the nsk of default by trade debtors including detailed credit
checks undertaken before a customer 15 accepted Historically, these procedures have proved effecuve in
mimmusing the level of impaired and past due debtors

Liqurdrty nisk

The Group's treasury function ensures that the Group continues to have sufficient funding by monitoring
rolling forecasts of the Group’s cash flows The Group’s cbjective 15 to maintain a balance between conunuity
of funding and flexibility through the use of short term borrowings and intercompany balances At 3]
December 2011, the Greup had no short term borrowings The Group’s long term debt comprises the
Eurobonds which are redeemable 1n 2013

As at 31 December 2011, the Group held cash of £434 Im (2010 £427 2m), utilised along with overdrafts
where necessary, to secure short term flexibility At 31 December 2011, the Group had uncommuitted overdraft
facilities of £30 0m (2010 £30 Om), standby credit factlities (including bonds and guarantees) of £135 Om
(2010 £135 Om} and uncommitied hine of credut factlities of £250 Om (2010 £220 0m) Cash 1s placed on short
term deposit wherever possible

The following table summanises the maturity profile of the Group’s financial habilities based on contractual

undiscounted payments The disclosed financial derivative instruments are the gross undiscounted cash flows
However, these amounts may be settled gross or net
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19 Finanaal instruments (continued)
Between
Within 1 land5 After §

Year ended 31 December 2011 year years years Total
£m £m £m £m

Eurobonds 99 1797 - 189 6
Finance lease obligations 57 228 536 821
Financial denvatives 3534 - - 3534
Trade and other payables 28716 - - 28716
Amounts owed to fellow UK group compamies 2,648 3 - - 2,648 3
5,888 9 2025 536 6,145 0
————— | —_—— _—

Between
Within 1 land5 After 5

Year ended 31 December 2010 year years years Total
£m £m fm £m

Eurobonds 99 189 6 - 199 5
Finance lease obligations 51 206 48 8 745
Financial denvatives 2135 - - 2135
Trade and other payables 28538 - - 28538
Amounts owed to fellow UK group companies 25191 - - 25191

56014 2102 48 8 58604

e ey

Capttal nisk management

The Group 1s subject to the nsk that 1ts capstal structure will not be sufficient to support the growth of the
business In order to maintain or adjust the capital structure, the Group may adjust the amount of intercompany
loans payable or receivable 1offrom the Wal-Mart group of companies There were no changes to the Group’s
approach to capital management during the year Full details of the Group’s approach to capital management
and how the Group definc capital 1s provided on page 5

Full details of the amount of intercompany loans payable or receivable toffrom the Wal-Mart group of
companies 1s disclosed 1n note 26

20 Employee benefits
2011 2010
£m £m
Present value of funded defined benefit obligations (16100) (1597 4)
Effect of pummum funding requirement (190 0) -
Fair value of plan assets 13999 12668
Recognised hiability for defined benefit obligations (400 1) (330 6)
Cash-settled share-based payment transaciions habihivy - non-current (R 1)) 301y
Total non-current employee benefits hability 4319 (360 7)
Cash-settled share-based payment transactions liabihity - current (39 3) (328
Total employee benefits liability 471 2) (393 5)
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Pension plans

Total costs charged to the income statement 1n respect of employee benefits
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201 2010
£m £m
Wages and salanes 2,1032 20529
Share-based payments charge 346 167
Social security costs 1239 1240
Total cost before pension costs 22617 2,1936
Defined benefit pension scheme T
Curtailment gain recognised (570} -
Current service cost 66 539
Transition payment following scheme closure 430 -
Net return on pension scheme 30) 6 8)
Total defined benefit scheme (gain)/expense (10 4) 47 1
Cost of defined contnibution schemes 580 315
Total pension expense 476 786
Total employee benefit expense 23093 22722

ll

Pension plans

The Group operates both defined benefit and defined contribution pension schemes The assets of the defined
contribution plan are invested with the Prudential Life Assurance Company whilst the assets of the defined
benefit pension scheme are placed by the trustees under the management of a number of professional fund
managers The assets of these schemes are held separately from the Group’s assets

The irustee body of the defined benefit scheme 1s made up of eleven trustees five of these are member
nominated trustees including one pensioner, four are company appounted, and there are two professional
independent trustees There are two defined contritbution plans one trust based, and one contract based On the
trust based plan, the trustee body 1s made up of mne trustees four of these are member nominated, four are
company appointed, and there (s one professional independent trustee  There 1s a governance group 1n place
which monitors the runmng of the contract based plan This has six members two are nominated by
colleagues, and four are company appomnted

The Group and trusice body undertook a review of the Group’s pension arrangements and to ensure the long
term sustainabihity of these arrangements, with effect from 12 February 2011, it was agreed to close the defined
benefit scheme to future accrual and to remove the link between past service benefits and future salary
increases  As a result of the closure, plan participants became eligible to join one of ASDA’s existing defined
contribution schemes the benefits for which were enhanced  In addition the Group paid £43 Om at the closure
date to facilitate transiion of acuve members Lo the replacement pension arrangements and agreed an enhanced
schedule of employer contributions to reduce the pension deficit

The Group’s ultimate parent company Wal-Mart Stores, Inc, guarantees ASDA Stores” obligations to the
pension scheme up to a maximum amount of £500m This guarantee has no time limit

42




ASDA Group Limited
Directors’ report and financial statements
31 December 2011

Notes (continued)

20 Employee benefits (continued)

Pension plans (continued)

Following the closure of the defined benefit scheme duning the year a revised schedule of contributions was
agreed by the Group and scheme trustees 1n order to pay down the deficit  Under IFRIC 14 this 15 considered to
be a mmmum funding requirement (also known as a statutory funding objective) At the current year end the
present value of the contributions payable to meet Statutory Funding Objective requirements exceeds the
pension scheme net hability which indicates that 1n future the scheme would go nto a surplus  As the scheme
rules do not provide the Group with an unconditional nght to a refund in the event of a surplus, under the
requirements of IFRIC 14 the mimmum funding requirement creates an obligation which 1s recogmsed as an

additienal hability of £190m In addition, the decision to close the defined benefit pension scheme also gave
rise to a penston curtailment gain of £57m

The pension cost relating to the defined benefit pension scheme 1s assessed 1n accordance with the advice of an
independent qualified actuary who conducted a full tnenmal actuanal valuation as at 5 April 2010 and updated
the results of this valuation 1n accordance with IAS 19 ‘Employee Benefits' for the year ended 31 December
2011 Funding levels are monitored on a regular basis in between trienmal valuations

Movemenis in present value of defined benefit obliganion

2011 2010

£fm £m

At 1 January {1,597 4) {1,3227)
Current service cost 6 6) (539
Interest cost (82 1) (74 4)
Actuanal losses (1Y) (182 7)
Benefits paid 280 364
Contributions by members - 01
Curtailment gain 370 -
At 31 December (1,6100) (1,597 4)

A decrease of 0 1% in the dhscount rate would increase the defined benefit obligation by £37 4m, an increase of
0 1% 1n the discount rate would reduce the defined benefit obligation by £37 9m

Movements n farr value of plan assets

2011 2010

£m £m

At | January 1,266 8 L1127
Expected return on plan assets 851 812
Actuanal gains 133 589
Contributions by employer 627 503
Contributions by members - 01
Benefits paid (28 ) (36 4)
At 31 December 1,369 9 1,266 8
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Pension plans (continued)

Gawn/(expense) recognised 1n the consohidated income statement

2011 2010

£m £m

Current service cost (6 6) (539
Interest on defined benefit pension plan obligation {82 1) (714 4)
Expected return on defined benefit pension plan assets 851 812
Cuntailment gain recogmsed 570 -
Transition payment to active members 43 0) -

Total gain/(expense) 104 “471)

The defined benefit pension scheme gain/(expense) 1s recognised n the following line items n the consolidated
mncome statement

2011 2010
£m £m
Operating costs
Curtailment gain recogmsed 570 -
Current service cost (6 6) 339
Transition payment following scheme closure 430) -
Frnancual income
Net return on pension scheme 30 68
Total gain/(expense) 104 “471)

The Group expects to contribute approximately £85 Om to 1ts defined benefit scheme 1n the next financial year

The Group operates two defined contnibution pension plans  There were no unpaid contnibutions outstanding at the
current or prior year end for the defined contribution schemes The charge for the year for the defined contribution
schemes 15 £58 Om (2010 £31 5m)
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20 Employee benefits (conrinued)

Pension plans (continued)

The amounts recogmsed 1n the statement of other comprehensive income in the year were

2011 2010
£m £m
Actuanal gans 133 589
Experience losses ansing on plan obligation {04 ®17n
Changes in demographic and financial assumptions underlying the present value of
plan obhigations 85 (121 0)
Actuanal loss recogmsed in the statement of comprehensive income 44 (123 8)
Effect of munimum funding requirement recognised n statement of comprehensive
income (190 0) -
Total pension cost recognised n the statement of comprehensive income (185 6) (123 8)
Taxation on total pension cost recogmsed n the statement of other comprehensive
mcome 440 334
Net pension cost recognised 1n the statement of other comprehensive income (141 6) (90 4)

The cumulative net actuarial movement reported recogmsed 1n the statement of other comprehensive income since

the transition to IFRS are £397 8m (2010 £256 Im)

The fair value of the plan assets and the return on those assets were as follows

2011 2010

fm £m

Equuty secunuies 578 6 6815

Debt secunties 3507 2154

Property 499 355

Other 4207 334 4

13999 1266 8

Actual return on plan assets 98 4 140 ]
Principal actuanal assumptions (expressed as weighted averages)

2011 2010

%o %

Dhscount rate 47 53

Inflation - RPI 31 36

Inflation - CP1 24 32

Future salary increases - 43

Future pension tncreases 31 36

Expected return on plan assets

- Equity secunues 7.8 71

- Debt secunities 31 43

- Property 78 71
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20 Employee benefits (continued)

Pension plans (continued)

As the defined benefit scheme closed to future accrual in the year, future salary increases s no longer a principal
actuarial assumption 1n the year

To develop the expected long-term rate on assets assumptions, the Group considered the current level of expected
return on risk free investments (primarily government bonds), the historical level of the risk premium associated
with the other asset classes in which the portfolio 1s 1nvested and the expectations for future returns of each asset
class The expected return for each asset class was then weighted based on the asset allocations of the scheme to
develop the expected long-term rate of return on assets assumptions for the portfolio  This resulted in the selection
of the assumptions shown above

The following table illustrates the residual life expectancy for an average member on reaching age 65, according to
the mortality assumptions used to calculate the pension habilities

201t 2010

Retinng at reporting date at age 65 Male 229 219
Female 252 247

Retiring at reporting date 1n 25 years at age 63 Male 243 238
Female 26 8 266

History of expertence gains and losses

The history of experience gains and losses for the current and prior peniods are as follows

2011 2010 2009 2008 2007
fm £m £m £m £m
To %o % % %
Dufference between the expected and actual return on scheme assets
Amount 13.3 589 240 (328 3) (80)
Percentage of scheme assets 1.0% 4 6% 22% (33 2%) (0 7%)
Experience adjustments on plan Liabiliies
Amount 0.4) 617) GBD - 290
Percentage of scheme labilities 0 0% (39%) (0 2%) - -
Effects of changes in the demographic and financial assumptions underlying the present value of the scheme liabihities
Amount 3.9 (1827 (229 9) 3057 461
Percentage of scheme assets (0.6%) (14 49%) (20 7%) 0 1% 38%

Total amount recognised 1n the statement of other comprehensive income

Amount 4.4 (123 8) (205 9) (22 6) 401
Percentage of scheme assets 0.3% (9 8%) (18 5%) (2 2%) 33%
Present value of funded defined benefit obhiganons (1,610.0) (1,597 4) (13227 (1,0168 (1,217 6)
Effect of mummum funding requirement (190.0) - - - -
Fair value of plan assets 1,399.9 1,266 8 1,127 9874 1,200 1
Recogmsed habluy for defined benefit obhgations (400.1) (330 6) 210 0) (29 4) (17 5)
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20 Employee benefits (connnued)
Share-based payments

These share-based payment transacuions are accounted for as cash settled 1n accordance wiath IFRS 2 ‘Share-Based
Payments’

The Group offers five share-based payment schemes to employees to enable them to own shares 1n the ultimate
parent company Three of these schemes involve the granung of opuions to employees to acquire shares in the
ultimate parent company at pre-determined exercise prices and two of the schemes nvolve the granting of rights to
receive shares in the ulnmate parent company for ml consideration The execuuve performance share plan has
periormance conditions relating to the total payout of options i1ssued, no other scheme has any performance
conditions attached to the scheme

The total expenses recogmsed for the year arising from share based payments and the associated amounts recognised
1n the balance sheet are as follows

2011 2010

£m £m

Cash-settled share based payment charge 346 167
Total carrying amount of habilities - current 393 328
- non-current 318 301

711 629

The number and weighted average exercise prices for the three schemes which involve the granting of options to
employees to acquire shares in the ultimate parent company at predetermined exercise prices are as follows

Waeighted average Number of Weighted average Number of

eXercise price options EXEercise price opuons

£ (thousands) £ {thousands)

2011 2011 2010 2010

Outstanding at the beginnm g of the year 28 79 10,142 2769 12,547
Exercised during the year 27 08 (3.631) 2767 3271)
Granted duning the year 26 05 1953 2920 1,824
Lapsed dunng the year 28 57 (115D 2912 958)
Outstanding at the end of the year 28 68 7,313 2879 10,142
Exercisable at the end of the year 3175 1572 3225 2,526

Share options were exeércised on a regular basis throughout the year The average share price during the year to 31
December 2011 was £33 89 (2010 £34 32) The relaied shares are denominated 1n US dollars being the reporiing
currency of the ultinate parent company The sterhing exercise price of the Sharesave scheme options 1s fixed at the
exchange rate on 1ssue, for all other schemes the exercise price 15 denominated in US dollars and the sterling
equivalent 1s translated based on the current exchange rate

Sharesave scheme

The scheme has been 1n existence for employees since 1982 and gained HMRC approval in 2000 Employees with
six months service are invited to join the scheme annually Options are granted annually 10 employees who elect Lo
Join, and are exercisable in three or five years from date of grant, depending on the year of grant Currently only
three year grants are being offered The options under this scheme are treated as cash-setiled
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Share-based payments (continued)

31 December 2011 31 December 2010
Number of Range of Wemghted Waghted Number of Range of  Weighted Wetghted
optons exercase pnce average average options EXCICIE price average average
outstanding £ exerase remamnmg (thousands) £ exercise remaining
{thousands} price contractual price contractual
£ hfe (years) £ life (years)
4,342 19 95 to 29.05 2753 1.36 4,445 1987 t0 29 05 25 82 14

The fair value of the options outstanding under the Sharesave scheme at 31 December 2011 1s £23 2m (2010
£23 8m)

Colleague Share Option Plan (CSOP) scheme

The scheme has been 1n existence for employees since 1995 and gained HMRC approval 1n 1999  Options were
granted every year up to and including 2006 to employees who are not eligible for share options under the Wal-Mart
Stock Incentive Plan, and are exercisable in three or six years from date of grant, depending on the year of grant
The opuions under this scheme are treated as cash-settled

31 December 2011 31 December 2010
Number of Exerase pnce Weghted Weghted Number of Range of  Weighted Weighted
options £ average average oplions exercise pnce average average
outstanding exerase remamnmg (thousands) £ €Xercise remaining
(thousands) price contractual pnce  contractual
£ Ife (years) £ life (years)
1,082 28 64 28.64 059 2,326  2850t035 81 3006 11

The fair value of the options outstanding under the CSOP scheme at 31 December 2011 15 £9 Om (2010 £7 8m)

Wal-Mart Stock Incentive Plan (WSIP) scheme

The scheme has been in existence since 1999 Options are granted to employees annually and are exercisable 1n five
or seven years from date of grant, depending on the grant agreement The options under this scheme are treated as
cash-settled

31 December 2011 31 December 2010
Number of Range of Weighted Waghted Number of Range of  Weighted Weighted
options exerase prce average average options €XercIses pnce average average
outstanding £ exerase remainmg (thousands) £ exercise remaning
(thousands) price contractual pnce contractual
£ Iife (years) £ Iife (years)
1,889 28.38 10 37.71 3174 024 3,371 2824103753 31 82 05

The fair value of the options outstanding under the WSIP scheme at 31 December 2011 1s £13 8m (2010
£8 Om)
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Share-based payments (continued)

Restricted Stock Rights (RSR) scheme
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The scheme was introduced in 2008 as an alternative to the WSIP scheme Under the RSR scheme, employees are
awarded the right to receive a predetermined number of shares 1n the ulumate parent company three years from the
award date All RSRs are classed as unapproved from an Income Tax and National Insurance perspective RSR

awards are treated as cash-settled

The number of share awards under the RSR scheme 1s as follows

Outstanding at the beginning of the year
Exercised duning the year

Granted during the year

Lapsed during the year

Qutstanding at the end of the year

Vested at the end of the year

Number of Number of
options options
(thousands) (thousands}
2011 2010

792 582

(236) -

469 322

(77 (112)

948 792

236 -
f—————1 ——

The fair value of the options outstanding under the RSR scheme at 31 December 2011 15 £14 4m (2010

£10 3m)

The Group offers a PSP scheme, for which conditions exist 1n relation to exercise as described below

Performance Share Plan (PSP) scheme

The scheme came 1nto existence on 20 July 2006 Under the scheme, selected executives were granted the right to

recerve shares 1n Wal-Mart Stores, Inc provided certain pre-determined performance goals are met

In 2011 and

2010, these pre-determined goals were in respect of sales growth and return on investment All share awards under
the PSP scheme have been 1ssued for nil considerauon and have a contractual Iife of between 1 and 3 years The

share awards under this scheme are treated as cash-settled

The number of share awards under the PSP scheme 15 as follows

Outstanding at the beginning of the year
Exercised during the year
Conditionally granted during the year
[.apsed during the year

Cutstanding at the end of the year

Vested at the end of the year

Number ot Number of
options options
(thousands) (thousands)
2011 2010

534 627

(123) (en

108 246

(188) (172)

331 534

123 -

The fair value of the options outstanding under the PSP scheme at 31 December 2011 1s £10 7m (2010

£13 Om)
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20 Employee benefits (conttnued)
Share-based payments {(continued)

The fair value of share options 1s measured using a Black-Scholes model taking nto account the terms and
conditions upon which the instruments were granted

The following table gives the weighted average assumptions apphed to the opuions outstanding in the respective
penieds shown

2011 2000
Expected dividend yield (%) 293 230
Expected volatility (%) 1525 1710
Risk-free interest rate (%) 028 177
Weighted average fair value of options granted (£) 9 66 1253
Weighted average share pnce (£) 28 79 2804
Expected hfe of option (years) 095 307

Volaulity 1s a measure of the amount by which a price 1s expected to fluctuate during the year The Group has used
histonical volatilities that correlate wath the expected term of the options

Share options are exercisable 1n US dollars and the nisk free interest rate 1s based on the apphcable US treasury rate
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21 Provisions

The provisions balance includes provisions for lease obligations ansing from discontinued activities, the majority of

this liability 15 expected to crystallise in the next 5 years Also included are provisions for asset retirement
obligations

201 2010

fm £m

Balance at 1 January 220 229
Provided during the year 50 20
Acquired on business combination 15 -
Uulised dunng the year 62 (29)
Balance at 31 December 223 220

The prior year numbers have been restated to include asset retirement obligations which were previously included
within accruals

22 Deferred tax assets and liabilities

Recognised deferred tax assets and liabtlities

Deferred tax assets and liabilities are attributable to the following

Assets Lialihties Net

2011 2010 2011 2010 2011 2010

£m £m £m £m £m £m

Property, plant and equipment - - 2513 2200 251.3 2200
Emplo yee benefits (117.8) (109 3) - (117.8) (109 5)
Provisions 6.8) (79 - - (6.8) 79)
Other 1tems - - 22 15 2.2 15
Tax (assets)labilines (124.6) (117 4) 2535 2215 1289 104 1
Netting oftax (assets)/habiliies 124 6 1174 (124 6) (174 - -
Net ax habilmies - - 1289 104 1 128.9 104 1

Certain properties have been revalued to their fair value prior to 1 January 2004 No provision has been made for
deferred 1ax on the temporary differences ansing on revalued land and buildings Historically upward revaluations
have been made in respect of land and not 1n respect of builldings  The tax base of land and buildings was adjusted
to include withan 1t any rolled-over gains which might subsequently become chargeable on a future sale of relevant
properties It has been calculated that sufficient indexation exists to produce a temporary difference of £ml on the
whole portfolio of assets such that no deferred 1ax recogntion 1s required

The Group has brought forward capital losses of £350 Om (2010 £324 Om) available to reduce future capital gains

No deferred tax asset has been recogmsed on the accumulated capital losses due to the uncertainty of when they may
be utihised
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Movement 1n deferred tax during the year
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Recogmsed on

31 December 2011

Recogmised m Recognised 1n business 31 December
1 January 2011 mncome equity combination 2011
£m £m £m £m £m
Property, plant and equpment 2200 (17 5) - 48 8 2513
Employee benefits (109 5) 357 {44 0) - (117 8)
Provisions T» 11 - - (6 8)
Other items 15 (14) 21 - 22
104 1 179 419 488 1289
]
Movement 1n deferred tax durning the prior year
Recogmsed i Recognised m 31 December
1 January 2010 income equity 2010
£m £m £m £fm
Property, plant and equipment 2235 (35 - 2200
Employee benefits 79 4) 33 (33 4) (109 5)
Provisions (85) 06 - a9
Onher 1items 16 on - 15
1372 a3 (33 4) 104 1
23 Share capital and premium
At31 December 2011 31 December 2010 and 31 December 2009
Number of shares Share capital Share prerum Total
thousands £m £m £fm
Allotied, called up and fully paid
Crdinary shares of 25p each 3,135,705 783 9 568 4 13523

The holders of ordinary shares are emnled to receive dividends as declared from tune 10 ume and are entitied 10 one

vote per share at meetings of the Company

The share premium account 1s used to record amounts recerved 1n excess of the nommal value of shares on 1ssue of

new shares
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24 Obhgations under leases

Operanng lease agreements where Group s lessee

Future mimmum lease payments under non-cancellable agreements 1s payable as follows

Land and bwldings Other
2011 2010 2011 2010
£m £m £m £m
Nolater than one year 862 791 299 310
Later than one year and no later than five years 2689 2786 49 8 478
Later than five years 53217 6365 34 37
887 8 9942 831 825
e — ] e — ——————— ]

The Group leases various offices, stores, warehouses, vehicles and equipment under non-cancellable operating lease

agreements The leases have vartous terms and renewal rights They have no purchase options or escalation
clauses

Operating lease agreements where Group s lessor

Future minimum lease income under non-cancellable agreements 13 receivable as follows

2011 2010

£m £m

No later than one year 151 122
Later than one year and no later than five years 358 303
Later than five years 278 276
787 70 1

The Group sub-lets buildings of various natures under non-cancellable agreements The leases have various terms
and renewal rights
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24 Obligations under leases (continued)
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The Group also leases buildings under finance leases These leases have terms of renewal but no purchase options
and escalation clauses Renewals are at the option of the lessee  Future mummum lease payments under finance

leases are as follows

Furure mimimum payments due

MNolater than one year

Later than one year and no later than five years
Later than five years

Lease finance charges allocaed o fowre perods

Present vahie of mimimurn lease payments

The present value of minumum lease payments is analysed as follows,
Nolater than one year

Later than one year and no later than five years
Later than five vears

25 Commitments

2011
£m

57
228
5336

821
(44 2)

379

13
70
296

379

2010
fm

51
2006
48 8

74 5
40 0)

a5

11
60
274

345

As at 31 December 2011, the Group had entered into contracts to purchase property, plant and equipment for

£114m (2010 £13 9m)

The Group 1s commutted to purchase electricity under contracts with a number of providers

2011, the commitment for the purchase of electricity under these contracts totalled £55 4m (2010 £37 4m)

As at 31 December
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Identity of related parties

The following transactions were carried out with group companies

2011 2010

£m £m

Techmcal assistance, services and royaltes paid 0 Wal-Man Stores, Inc 144 5 196 3
License fees paid to fellow subsidiary of ulumate parent company 119 i16
Interest payable on loans from Broadstreet Great Wilson Europe Limited 225 305
Interest payable on loans from Corinth Investments Limited 548 519
Interest payable on loans from Wal-Mart LN (UK) Limuied JRR 581
Interest receivable on loans to Wal-Mart Stores (UK) Limated 777 753
Loans from Broadstreet Great Wilson Europe Limited 355.5 290 8
Loans from Connth Investments Limited 941.5 3867
Loans from Wal-Mart LN (UK) Limited 13513 1,341 6
Loans from Wal-Mart Stores, Inc - 177
Loans from WMGS Co Limned 217 65
Loans to Wal-Mant Stores, Inc 161 -
Loans to Wal-Man Stores (UK) Limued 1272 4 17913
Loans to Global George Limuted 35 35

Interest on 1atercompany loans within the Group 1s charged on an arm’s length basis at a rate of 6% (2010 6%)

£99m was pad 1o Broadstreet of Munsbach Sarl, a fellow subsidiary of the Group’s ulumate parent company,
during the year for interest due on Eurcbonds (note 8) At 31 December 2011, the Group’s hability 1n respect of
Eurobonds held by fellow subsidiaries of the ulimate parent company was £149 2m  Duning the year, license tees
of £11 9m have been charged by Global George Limited, a fellow subsidiary of the Group’s ulumate parent
company, which are included in intercompany payables at the year end

Amounts owed by fellow group entities totalled £1,392 Om at 31 December 2011, as disclosed 1 note 16
Amounts owed to fellow group enuties totalled £2,651 Om at 31 December 201 1, as disclosed in note 18
Other related party transactions

Key management are the statutory directors and transactions with them are disclosed 1n note 6
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Notes (continued)

27 Ultimate parent company and parent company of larger group

The Group’s immediate parent company 1s Corinth Investments Limuted, a company incorporated 1n England and
Wales

The next smallest group at which consolidated financial statements are prepared 1s Wal-Mart Stores (UK) Limited
Copies of these financial statements are available for inspection at 1ts registered office ASDA House, Southbank,
Great Wilson Street, Leeds, LS11 5AD

In the directors’ opinion, the ultimate parent company and controlling party 1s Wal-Mart Stores, Inc which 1s
incorporated in the USA  Copies of 1ts consohdated financial statements, which include this Group, can be obtained
from the Company Secretary, Wal-Mart Stores, Inc , Corporate Offices, 702 SW 8th Street, Bentonville, AR72716,
USA

28 Post balance sheet events

Change in rate of taxation

The Finance Act 2011 received Royal Assent on 19 July 2011 and enacted a reduction in the mam rate of
corporation tax to 25% with effect from 1 Apnl 2012 Deferred tax has therefore been provided at 25%

It was subsequently announced in the Budget 2012, that the main rate of corporauon tax effectuve from 1 Apnl 2012
will be 24% It 15 also currently expected that further reducuions of 1% per annum wtll result 1n a decrease 1n the
main rate of corporatien tax to 22% from Apnl 2014 The reduction 1n the corporation 1ax rate to 24% from 1 Apnil
2012 was enacted by the use of the Provisional Collection of Taxes Act 1968 on 26 March 2012

Business combinations

On 26 Apnl 2012, the Group acquired the sourcing division of GAAT, which manages the sourcing of clothing for
George in countries including Turkey, Sr1 Lanka and Egypt The transaction will help the Group extend 1ts sourcing

capabilities and become even more responsive in delivering style, quality and value as the business expands 1n the
UK and worldwide
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ASDA Group Limited - Parent Company

Directors’ responsibilities statement

The directors are responsible for preparing the directors’ report and the financial statements 1n accordance with
apphicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1in accordance with United Kingdom Generally Accepted
Accounting Pracuce (United Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are sausfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that period

In prepaning those financial statements, the directors are required to
*  select suntable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statements, and

s prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
comparny will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They are also responsible
for safeguarding the asseis of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other uregularites
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Independent auditor’s report to the members of ASDA Group Limited

‘We have audited the parent company financial statements of ASDA Group Limited for the year ended 31 December
2011 which comprise the balance sheet and the related notes 1 to 13 The financial reporting framework that has
been applied in their preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Pracuce)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006  Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them 1n an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the directors’ responsibilities statement set out on page 57, the directors are responsible
for the preparation of the parent company financial statements and for being sausfied that they give a true and fair
view Our responsibility 15 to audit and express an opinion on the parent company financial statements 1n accordance
with apphcable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Pracuices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An aud:t involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropnate to the parent company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmificant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information in the Directors’ report to identify material inconsistencies with
the audited financial statements If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report

Opwnion on financial statements
In our opimion the parent company financial statements
e Give a true and fair view of the state of the parent company’s affairs as at 31 December 2011,

*  Have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

*  Have been prepared 1n accordance with the requirements of the Companies Act 2006

Optruon on other matters prescribed by the Compantes Act 2006
In our opimon the information given in the directors’ report for the financial year for which the financial statements
are prepared 1s consistent with the parent company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report (o
you 1f, in our opinion

e Adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

The parent company financial statements are not 1n agreement with the accounting records and returns, or
Certain disclosures of directors’ remuneration specified by law are not made, or
*  We have not received all the information and explanations we require for our audit

Other matter
We have reported separately on the Group financial statements of ASDA Group Limuted for the year ended 31

December 2011
%lg (Senior stafutory auditor)

Christabel Cow
for and on behalf of Ernst & Ybung LLP, Statutory Auditer, Leeds
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Company balance sheet
as at 31 December 2011

Fixed assets
Investments

Current assets
Debtors
Cash

Creditors amounts falling due withm one year
Other creditors

Net current halhties

Total assets less current habilities

Creditors amounts falling due after more than one year
Borrowings

Net assets

Capital and reserves
Share capital

Share premium
Revaluabon reserve
Profit and loss reserve

Total shareholders’ funds

Note

~J

10
H
1
1

ASDA Group Limited
Registered No 1396513

Directors’ report and financial statements

2011
£m

238069

2.1958
354 4

25502

(2,989 0)

(438 8)

23681

(149 2)

22189

7839
568 4
156 2
7104

22189

|

31 December 2011

2010
£m

27994

1,170 0
2003

1,370 3

(1,919 0)

(548 7)

2,250 7

(149 2)

2,101 5

783 9
568 4
1562
593 ¢

21015

These fnancial statements were approved by the board of directors on 25 June 2012 and were signed on 1ts behalf

by

1] enna
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Notes
(forming part of the financial statements)

1 Accounting policies
The following accounting policies have been apphied consistently 1n dealing with stlems which are considered
material 1n relation to the financial statements

Accounting basis

The financial statements are prepared under the historical cost convenuon and 1n accordance with applicable United
Kingdom accounting standards

No profit and loss account 1s presented by the Company, as permitted by Section 408 of the Compantes Act 2006
The Company has taken the exemption under FRS | *Cash Flow Statements’ not to present a cash flow statement

Under the provisions of FRS 8 ‘Related Parties’ the Company 1s not required to disclose details of intragroup
transactions between group entities as the parent’s financial statements are presented with consoldated accounts

The Company has taken advantage of the exemption in paragraph 2D of FRS 29 ‘Financial Instruments
Dusclosures’ and has not disclosed information required by that standard, as the Group’s consoltdated financial

statements, 1n which the Company 1s included, provide equivalent disclosures for the Group under 1IFRS 7
‘Friancial Instruments Disclosures’

Investments
Investments in subsidianies are stated at cost less provision for impairment

Short term mnvestments are stated at the lower of cost and net realisable value All income from these investments 18
included 1n profit and loss as interest receivable and similar income

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or at the contracted
rate 1if the transaction 15 covered by a forward exchange contract Monetary assets and habihties denominated 1n
foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date or, if appropriate, at the
forward contract rate  All differences are taken to profit and loss

2 Auditors’ remuneration

The Company’s audit fee for the year ended 31 December 2011 was £2,800 (2010 £2,800) The Company’s audit
costs are paid by another group company

3 Employee numbers and costs

The Company 1s an intermediate holding company and has no employees other than directors

Drirectors’ remuneration 1s paid by another group company Directors’ time 1s spent predomunantly 1n relation to
ASDA Stores Limited, with imited time spent 1n relauon to ASDA Group Limited as a company [t 1s therefore not
deemed practical to allocate a portion of these costs 10 ASDA Group Limited as a company
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Notes (continued)

4 Dividends

Declared and paid during the year
Nodmdend declared in 2011 (2010 7 33p per share)

5 Fixed asset investments

Cost at 1 Janvary 2011
Additions

Cost at 31 December 2011
Impairment at 1 January 2011 and 31 December 2011
Net book value at 31 December 2011

Net book value at 31 December 2010

ASDA Group Limuted
Directors’ report and financial statements
31 December 2011

Y ear Ended Year Ended
31 December 31 December
2011 2010

£m £m

- 2300

Investment in
subsidiaries
£m

28127
75

2,8202

(133)

280609

2,799 4

During the year ASDA Scuthbank Limted (formerly George Davies Holdings Limited), a 100% subsiary
undertaking of ASDA Group Limited, rmsed £7 Sm 1n additional share capital

Following a review of the carrying valve of investments held by the Company, ne impairment charge (2010 £nil)

has been recognised

Substdiary undertakings

As at 31 December 2011, the following companies, being those whose results principally affect the financial
posiion of the Group, were subsidiary undertakings whose ordinary share capital was wholly owned, and which
were registered 1n England and Wales and operating 1n the UK

ASDA Stores Limited
McLagan Investments Limuted
The Burwood House Group Limited

Principal activites

Retailing
Property Investment
Property Investment

Holding company

ASDA Group Limuted
ASDA Group Limited
McLagan Investments Limited
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6 Debtors
2011 2010
£m £m
Amounts owed by group undertakings 2,195 8 1,170 0

Amounts owed by group undertakings attract interest at an effective rate of 6% (2010 6%)

7 Cash
i
2011 2010 I
£m £m
Cash 354 4 200 3
Cash held by the company 1s 1n short term instruments with approved counterparties
8 Creditors: amounts falling due within one year
2011 2010
£m £fm
Amounts owed to group undertakings 29840 1,914 0
Accruals 50 50
29890 19190

Amounts owed to group undertakings attract interest at an effective rate of 6% (2010 6%)
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Notes (continued)

9 Borrowings

Amounts repayable between one and five years
Bonds due 2015

ASDA Group Linuted
Directors’ report and financial statements
31 December 2011

2011 2010
£fm £m
149 2 149 2

On 17 July 1998, the Company 1ssued £1500m of unsecured 6 5/8% bonds a1 99 441% of nominal value
redeemable at par on 17 July 2015 unless previously redeemed at the Company’s request, at the higher ot the
principal amount or a price calculated to provide a yield equal to that earned on 8% Treasury Stock 2015

On 17 September 2007, all of the outstanding Eurobonds 1ssued by the Company were officially migrated from the
Main Market to the Professional Secunues Market of the London Stock Exchange

As at 31 December 2011, all borrowings were in Sterhing at fixed rates of interest

The weighted average interest rate of fixed rate debt 1s 6 7% (2010 6 9%)

10 Share capital

Authorsed at 31 December 2011 and 31 December 2010
Ordinary shares of 25p each

Allotted, called up and fully patd at 31 December 2011 and 31 December 2010

Ordinary shares of 2 5p each

Number £m
5,000,000,000 1,2500
3,135,704,690 7839

11 Share premivm and other reserves
Share premum Revaluation Profit and loss
account reserve reserve Total
£m £m £m £m
At ] January 2011 568 4 1562 593 0 13176
Profit for the year - - 117 4 1174
At 31 December 2011 568 4 1562 7104 14350

In accordance with the exempiions given by Section 408 of the Compames Act 2006, the Company has not

presented 1ts own profit and loss account

The profit for the financial year in the financial statements of the Company was £117 4m (2010 £272 4m)
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Notes (continued)

12 Commitments

The Company has no financial commitments (2010 none)

13 Ultimate parent company and parent company of larger group

The Company’s immed:ate parent company 1s Corinth Investments Limited, a company incorporated in England and
Wales

The next smallest group at which consolidated financial statements are prepared 1s Wal-Mart Stores (UK) Limuted
Copies of these financial statements are available for inspection at 1ts registered office ASDA House, Southbank,
Great Wilson Street, Leeds, LS11 5AD

In the directors’ opimon, the ulumate parent company and controlhng party 1s Wal-Mart Stores, Inc which 1s
incerporated 1n the USA  Copies of 1ts consolidated financial statements, which include this Company, can be
obtained from the Company Secretary, Wal-Mart Stores, Inc, Corporate Offices, 702 SW 8th Street, Bentonvilie,
ART72716, USA
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