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GRCUP SALES UP

GROUP PROFIT BEFORE TAX! up

EARNINGS PER SHARE! (ydjusted Giluced) UP

DIVIDEND PER SHARE up

2002

98
GROUP PROFIT BEFGRE 52 weeks
Taxf Lm

Group sales {including valve 2deed tax) (£m) 25,624

Profit on ordinary activities before tax’(em) 1,221
[+ <!

Barnings per share! (adjusted diluzed) (p) i2.14
i
I Dividend per share (p) 5.58
|

|

[

Group enterprise value
8 99 &0 (market capitaiisation olus aer dedr) (£m} 21,290
EARNINGS PER SHARE

(acjuscea diiuced}

pence

Ixeluding net loss 5n disposal of fxed assets. integration costs and gooowill smortisazion.

" Aestated due o the adopticn of Financial Reporting Standard {FRS) 19, ‘Deferred Tax'.

¥ Excluding impact of FRS 19, 'Deferred Tax'.

* 5% weeis pro forma.

VR -




wour SaLEs B

UK SALES

Grow?

313

ToTaL B

FOR LIKE

GaEE 2654

o
1y
~
2 &
. 9 2 @
T o~y
T8 gm oS
s - @
aﬂ -—‘ - g L
- ™ @ o
e 8 A ¥ v
T2 2R
28 99 0 O 2

GROUP PERFORMANCE Zm

841
B 1,067

205

3 g
- 2 o .
B v 2 Lo
~ ® e = =
98 %% 0 O Q2

CAPITAL 2XPENDITURE (o

I year Jyears 5 yuars
TOTAL SHAREHOLDER RETURN
RELATIVE TQ THE FTSE 100 X

é‘ht

’
<

[
-

*
-

40

862

98 %% 00 O

11K SALFS GROWTH %

1€8.75

o~ .

and financial review analyses the performanca of the Tesce Group in

23
=1
the financial year ended 23 February 2002 It alsc explains other aspects of the

Group’s results and operaticns inciuding taxation and traasury management.

CROUP SUMMARY

200 20 Crange
£ &m %

Group safes
(inGuding valuc 3dded tax) 25,654 22773 12.7
Geoup aperating profic
(prior to geodwill amortisaticn) 1,332 1,174 13.3
Profit on ordinary acrivities
before tax! 1,221 1076 1.4
Adjuszed diluted earnings
per share! 12.14p  10660F {33
Cividend per share 560p 4.98p 124

UK PERFORMANCE
K02 2001 Change

im im %
Sales
fincuding value agced tax) 21685 19884 9.1

Operating prefi 1,212 100 163

RESYT OF SURQPE PERFORMANCE
pls eyl 2001 Change

ém im b3
Sajes
finciucing value adZed ) 2475 1970 256
Choerating profit 20 70 8.6

ASIA PERFORMANCE

3002 2001 Change

Sales
{inclucing value acded tax) §,454 o5 €25
Operating profit 29 4 €250

| |
|

g
>

WV ‘{

! fen 99 | feb 00 | Fep 01 t Zep 02
TESCO SHARE PRICE QVER LAST 2 YEARS pence

 Exciuding net loss on disposar of fixed :ssets and goedwiil
amartisation.

¥ Restited due co the adoption of FRS 19, Deferred Tax',

#® &% woake nrn Farma

GRAOUP PERFORMANCE
Group sales nciuding VAT increased oy 12.7% 1o
£25,654m (2001 - £22.773m).

Group profit on ordinary activities befera tax
{excluding net Joss on disposai of fixed assets
and goodwill amortisation) increased by 14.1% to
£1221m, '

Group capital expenditure was £2,027m
(2001 — £1,944m) including £219m for lease
buybacks and freehold purchases. UK capital
expenditure was £1,27Am, including £498m on
new stéres, £219m for lezse buybacks and
frechold purchases and £270m on exiensions
ang refits. Total international capital expenditure
was £751m incluging £426m in Asia. In the vear
ahead we foratast Group caoral expenditure to
be £2.0bn.

Group net debt in the year increased by
£756m to £3.560m (2001 - £2.804m;), with
gearing increasing to $4% {2001 - 36%%),

GROUP INTEREST AND TAXATION

Net interest payable was £:53m {2CCi - £125m).
This increase resulted from additional berrowings
to fund our investment pians.

Tax has been charged at an effective rate of
30:9% (2001 - 31.6%%), Pricr 1o accounting for
the net loss on disposal of fixed assets and
goodwill amortisation, our underlying {ax rate was
30.4% (2001 - 31.1%%).

SHAREHOLDER RETURNS AND TIVIDENDS
Adjusted diluted earnings per share (exciuding
net loss on disposal of fixed assets and goodwill
amortisetion) increased by 135% to 12.14p
(2001 — 10.66p%.

The RBoard has propesed & final dividend of
253p (2001 ~ 3.30p) giving 2 total dividend for
the vear of 5.60p {2001 — 4.28p). This represents
an increase of 12.4% and a dividenc cover of
2.17 times.

Shareholders' funds, before minerity interests,
increasad by £552m. This was due to retained
prefits of £440m, new‘shares issued less expenses
of £100m, anc¢ gains on foreign currency
translation of £12m. As a resuit return on

sharahaldars' funds was 23.2%.

ot T RRERD




Jotal shareholder return, which is measured as
:the percentage change in the share price pius the
dividend, has been 202% over the last five years,
compared o the FTSE 100 average of £.2%. Over
the last three years it has been }5.0%, compares ¢
the FTSE 100 average of (2.7)%.1n the last vear, towl
sharehaider retum in Tesco was {2.7)% compared
tc the FTSE 100 average of {14.3)%.

(514

UK sales grew by 9.i% to £21.685m 200t ~
£19,884m) of which 6.2% came from existing
stores and 2.9% frem net new stores cxisting
store growth has been driven by s-trong vOi-
umes and we have seen 0,6% defiation in aur
core business,

Our customer focused strategy and commit-
ment to value have delivered increasec marker
share and we see plenty o oppcriuvnity for
future growth.

UK operating profit was 10.3% higher at
£42i3m (2001 - £1,100m) with an operating
margin heic flat at 6.0%.

The tesco.com operations achieved sales
of £356m (200} — £237m) and exciuding USA
start-up costs, made a profit of £0.4m (200! -
loss £%my). '

As part of our store development pro-
gramme we opene'd 55 rnew stores comprising
saven Extras, |7 Superstorss, one Metre and 30
Express stores. Inciuding extensions and refits we
opened 1.3m sg ft of new space and expeci to

open a further 1.5m sq ft in the coming year

REST OF ZUROPE
in the Rest of Europe sales rose by 25.6% ic
£2475m (2001 - £1570m) and contributed an
operating profit of £30m, up from £70m last year

Saies in the Republic of Ireland grew by
8.9%, znd our customers continue 1o bensfi
from the extended range. improved service and

bette~ value.

0}

in Central Europe saies were up 39.4%. W

i~

opzned |6 hypermarkets i the year giving us >
in total This gives us total space in Cemtral Burope

of é4m sq ft.

ASIA

in the wear our Asian businesses had sales of
£14%4m (200: - £219m), up 62.6% on the
previous year and made an operating profit of
22%m (2001 - £4m).

Our profitable  business in Thailand,
ceraprising 33 hypermarkets, had strong sales
growin of 363%. We currently have 38m so &
of selling space in Thailand which will increase to
4.7m so ft by the end of next year.

In South Korsza we are ahead of our profit
plan, We cpened seven hypermarkets, giving us
14 in total, with sales up {24.C%.

m Taiwan we opened two hypermarkets
bringing our total to three Profnt from Thailang
and South Korea has besn partly offset by start-
up losses in Taiwan,

In Malaysia we pian to open cur first

hypermarket in May 2002,

JOINT VENTURES AND ASSOCIATES
Our total share of profit from jeint ventures wnd
associaies was £42m compared to £21im jast

vear. Within tnis, our share of Tesco Personal
Finance pre-tax profit has risen sharply to £20m

(2001 ~ £3m).

i s
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UK SALES AREA OPENED
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FINANCIAL RISKS AND TREASLURY MANAGEMENT
The reasury functicn is mandated by the Board o
manage the financial risks that zrise in relaticn to
underlying business neads. The 3oard estabiishes
the function’s policies and coerating parameters
ang rouiinely reviews its activibes, which are alse
subject 1o regular audit. The function does not
cperate as a profit centre and the undertaking of
speculative transactions is not permitted.

The main financial risiks faced by the Group
relate to the availability of funds to mest pusiness
reeds, the risk of default by counterparties to
Arancial transactions {credit risk), and fluctuaticns
in interest and foreign exchange rates. These
risks are managed as described below. The
balance sheet pesitions at 23 February 2002
are representztive of the positions throughout

the year.

FUNDING AND LIQUIDITY

The GCroup finances its operaticns by a
compination of retained profits, long and medium
term debit capital market issues, commercial
paper, bank berrowings and leases. The objective
is to ensure continuity of funding. The policy is t¢
smooth the debt maturity profile, to arrange
funding zheac of requirements and to maintain
sufficient undrawn committec 2ank faciiities anc a
strong credit rating so that maturing debt may be
refinanced as it fails due.

The lGroup‘s leng-term credit ratings from
Moody's and Fitch are Aa3 and AA- respectively,
consistent with last year. During the year new
funding cf £:20Im was arranged including net
new committed bank faciiities of £156m and
medium 1erm nctes and bonds of £%83m
maturing betweer 2004 and 2025. At the year
end net debt was £3,560m (2001 - £2,804m) and
the average debt maturity was six years {2001 -

seven years).

INTZASST RATE RISK MANAGEMENT

The objective is 1o it cur 2xposure iC increases
in interest rates. Forward rate agreements,
interest rate swaps and caps ire Jsed to achieve
the desired mix of fixed and floating rate cebt
The policy is to fix or cap berween 30% and 70%
of actuel and projected debt interest costs,
although 3 higner percentage may be fixed within
a 12 month herizon. Forward start interest rate
swaps are used t¢ manzge prejected debt interest

costs where approgriate.

i WIS T SV ITYY  contrues

At the vear end. £1.7bn, 46%, of net cent was in
fixed rate form (2001 —£1.3bn, 47%), with 2 further
£i00m, 3%, of net debt czpped, as detailec in
note 21, Fixec rate debt incudes £372m of
funding linked 1¢ the Retail Price index (2001 -
£203m). This debt reduces interest rate risk oy
diversifying cur funding portfolio. The batance of
the debt is in floating rate form.

The average rate of interest paid during the
year was 6.3% (2001 -~ 4.6%). A 1% rise in UK
interest rates would reduce profit bercre tax by
iess than 2%. Changes in interest rates in other
currencies would have no significant impac: on

Group profit.

FOREIGN CURRENCY RISK MANAGEMENT
Our orincpai objective is to reduce the risk 1o
short-term profit of exchange rate volatility.

Currency exposures that could significantly impact

- the profit and ‘oss account are hedged, typically

using forwara purchases or sales of foreign
currencies. However, we do not rcutinely hedge
profit irensiation risk (the risk of overseas profit
falling in sterling terms). We alsc seek to mitigate

4
I

the effect of currency movements reducing the
value of our overseas investments by arranging
berrowings {either directly or via foreign
exchange transaCtions), in matching currencies
where this is cost effective. Our cbiectives are to
maintain a low ¢ost of borrowing while partially
hedging against currency depreciation.

Curing the year currency movements had

“minimal impact on profit and incraased net assets

overseas oy £12m. At the year end forward
foreign currency purchases equivalent to £247m

were outstanding {2601 ~ £220m). See note Z1.

CREDIT RISK

The objective is to reduce the risk of foss arising
frem defauit oy parties to financial transaclions.
The risk is managed by spreading financial
transactions across an  approved list  of
counterparties of high credit quality. The Greup's
cositions with these counterparties ard their

credit ratings are routinely monitored.

Al TR~



The Directors present their annual report to shareholders on the
affairs of the Group together with: the audited consoiidated financial

statements of the Group for the 52 weeks ended 23 February 2002

PRINCIPAL ACTIVITY ANC BUSINESS REVIEW
The principal activity of the Group is the operation of food stores
and associated acuvities in the UK Republic of lreland, France,
Hungary, Poiand, Czech Republic, Stovak Republic, Thailand, South
Korea and Taiwan, A raview of the business is contained in the Annual
Review and Summary Financial Statement 2002 which is puiished
‘separateiy and. together with this document, comprises the full Tesco

PLC Annual Report and Financial Statements.

GROUFP RESULTS
Group sales including VAT rose by £288im 1o £25.854m,
representing an increase of 127%, Group profit or ordinary activities
beifore taxation, net ioss on disposal of fixed assets and goodwill
amortisation was £1,221m compared with £1,07Cm for the previous
year, an increase of 14.1%. Including net joss on disposal of fixec
assels end goodwill amertisation, Group profit on ordinary acivities
before taxation was £1.201m.The amount ailocated to the employee
prefit-sharing scheme this vear was £48m as against £44m last year
Afier provisicn for tax of £37im, minority interests of nii and
dividends, paid and propesed. of £3%0m, profit retained for the

financial year amounted to {440m.

DIVIDENDS
The Direciers recommencd the payment of a iinal dividenc of 3.93p
per ordinary share tc be paid on 28 June 2002 to members on the
Register at the close of business on {9 April 2002, Together with the
interim dividend of |.67p per ordinary share paid in December 2001,
the total for the year will be 5.60p compared with 4.98p for the

previous year, an increase of 12.4%.

TANGIBLE FiXED ASSETS

Capital expenditure amourted to £2,027m compared with £{,944m
the previous year In the Directors' opinicn. the properties of the
Group have a mariket value in excess of the dook vaive of £9,484m

included in these financial statements.

SHARE CAPITAL
The zuthorised and issued share capitai of tne company. together
with details of the shares issuec during the period. are shown in note

24 to the financial statements.

COMPANY’S SHAREHOLDERS
The company is not aware of any crcinary sharsholders with

interasts of 3% or more.

DIRECTORS AND THEIR INTERESTS

The names and biographical detaits of the present Directors are set
ot in the separately publishe Annual Review ang Summary Financial
Statement 2002 '

Sir Tervy Leahy, Mr } Gildersiceve, Mr T j R Mascn and Mr CT
Potts retire from the Boara by rotaticn and being eligible offer
themselves for re-election

The service contracts of Sir Terry Leahy, Mr | Gildersieeve, Mr T |
R Mason and Mr D T Potts are terminable on two years' notice from
the company.

The interests of Directors and their immediate famiiies in the
shares of Tesco PLC, aleng with details of Directors' share options,
are contained in the report of the Directors on remuneration set Qut
on pages 10 to 14,

AL no time during the year dic any of the Directors have a
material interest in any significant cantract with the company or any

of its subsidiaries.

EMPLOYMENT SOLICIES

The Group depends on the skills and commitment of its employees
in order tc achieve its objectives. Staff at every ieve! are encouraged
10 make their fillest possible contribution to Tesco success.

A key business priority is to provice First Cizss Service to the
customer. Ongoing training programmes seek fo ensure thal
empioyees understand the Group's customer service cojectives and
striva to achieve them.

The Group's seiection, training, development and promcticn

policies ensure equal cpporiuntties for all employees regardless of |

gender, marnial status, race, age or disability. Al gecisions are tased
cn merit.

Intermal communications are designed to ensure that employess
are well informed about the business of the Group. These include a
stafil magazine zatled Tesco Today, videos and siaff briefing sessions.

Staff attitudes are frequently researched through surveys and
store visits, and management seaks to respond positively to the needs
of employees.

Employees are encouraged to become involved in the financial
performance of the Group through & varigty of schemes, principally
the Tesco employee orofit-sharing scheme, the savings-related share
option scheme (Save-As-You-Earn) and the Partnersnio Share Plan

(Buy-As-You-Earn).



PCLITICAL AND CHARITABLE DONATIONMS
Centributions 10 community projects and to charity amounted
1o £2,414000 (2001 ~ £1,448.000). Inciuding gifts in kind. tota
deraticns amounted to £8,983,00C (2001 - £7,303,000).

There were no political donations (200 — nil). During the year
the Croup made contributions of £3.200 (2C01 - nil) in the form of

sponscrship for political conferences.

SUPPLIER PAYMENT POLICY
Tesco PLC is a signzicry 10 the CTBI Code of Prompt Payment
Ceoies of the Code may ne cbuained from the C8|, Centre Paint,
103 New Oxford Street, Londen WCIA 1DU. Payment terms and
cenditions are agreed with suppliers in advance.

Fesco PLC has no trade creditors in its balance sheet. The Groun

pays its crecitors on a tlimely basis which varies aczording 1o the type

of procuct and territory in whicn the suppliers operate,

GOING CONCIRM
The Directors consiGer that the Group and the company have
2Cequate rescurces 1o remain in operztion for the foreseeable future
and have therefore ceniinued to adopt the going corcern basis
in preparing the financial statements. As with alf business forecasts,
the Directors’ statement cannot guarantee that the going concarn
basis will remain aporopriate given the inherant uncertainty about

future events.

AUDITCRS
PricewaterhcuseCoopers have expressed their willingness to
centinue in office. In accordance with section 385 of the
Cempanies Act 1985, a resolution proposing the re-appointment of

' PricewaterhouseCoopers as auditors of the company will be put to
the Annual Generai Mesting.

ANNUAL GENERAL MEETING

A separate circular accompanying the annual accounts explains the
special business to be considered at the Annual General Meeting on
14 June 2002

By Order of the Board
Rowley Ager
Secretary

3 Aprit 2002

Tesco PLC
Registered Number: 445750



STATEMENT QOF APPLICATION OF PRINCIPLES
OF THE COMBINED CODE

The Group is committed 1o high standards of corporate governance.
This statement descripes the manner in which the company has
applied the principles set out in the Combined Code on Corporate

Governance.

DIRECTORS
The Board of Tesco PLL comprises eight Executive Directors and
six independent Non-executive Directors. The Chairman, Mr | A
Cardiner, is an independent Non-executive Director who has a
primary responsibility of running the Board. The Chief txecutive, Sir
Terry Leahy, has executive resoensibilities for the operations, results and
strategic development of the Group. Clear divisions of accountability
and responsibility exist and operate effectively for these positions.
In addition, Mr C F Pimlott is the senior Non-sxecutive Directon
The Board ensures that nc one individuai or group dominates the
decision-making process.

The full Board meets ten times a year and annually devotes two
days to a conference with seniar executives on longer-term planning
giving consideration both te the opportunities and risks of future
strategy. The Board manages overall control of the Group's affairs by
the schecule of matters reserved for its decision. Insofar as corperate
governance is concemned, these include the approval of fimancial
statements, major acquisitions and disposals, authority levels for
expenditure, treasury polictes, risk management poiicies anc
successien plans for senicr exscutives. To enable the Board to make
considered detisions, 2 written protocol exists ang has besn

communicated to senior managers ensuring that reievant informaticn

is made available to all Boarc members in advance of Board meetings.
All Directors have access 1o the services of the Company Secretary
and may take independent professional advice at the company’s
expense in the furtherance of their duties.

The Board delegates day-to-day and business management
control to the Executive Committee which comprises the Executive
Diractors. This meets formally every week and its decisions are
communicated throughout the Group on a regelar basis. The
Executive Committes is responsiole for implementing Group nolicy,
the monitoring and performance of the business and reporting to the
full Bcard thereon.

Appointments to the Board for beih Executive and Non-
executive Directors are the responsibiiity of the Nominations
Committee which is chaired by Mr | A Gardiner and whase members
are set out in the table on page 9.

As axemplified by the secticn on 'Cirectors and their interests'
within the Direczors’ regort on pages 5 and §, the campany’s Articles
of Association ensure that on 2 rotaticnal basis Directors resign every
three years and, if they so desire and are eiigibie, offer themselves

for-re-eiection.

~

The Board has zlsc estzbiished a Compiiance Committee whose
DUrpose is to ensure that the Beard discharges its obligaticns te aveid
civil and criminal fiability The Committee, comprising two Exacutive
Oirectors and three mambers of senior managament, normaliy meets

four times a year.

DIRECTORS’ REMUNERATION

The Board has a long-estabiished Remuneraticn Committee,
composed entirely of Mon-axecutive Directors, which is chaired by
Mr C L Aller. The members are set oui in the table on page 9.The
responsibilities of the Remuneration Committee together with an
explanation of how it applies the Directors' remuneration principles
of the Combined Code are set out in the report of the Directors on

remuneraticn on pages [0 to |4

RELATIONS WITH SHARERCLEOERS
The Board attaches a hign importance to maintaining good
relationships with all sharehelders and, primarily through the Investor
Relations department. ensures that shareholders are kept informed
of ‘significant company developments. During the year Sxecutive
Directors have met with 108 of our leading sharehciders
representing over 55% of the issuad shares of the company.

While the focus of dialogus is with institutional shareholders tc
whom regular presentations are made on tompany cirection, care is
exercised to ensure that any price-sensitive information is released
to all shareholcers, institutional and private, at the same tme in
accordance with the Financial Services Authority requirements.

The Board regards the Annual General Meeling as an
opporiunity to communicate directly with all investors. The
Chairman, Executive Directors and chairmen of the Audit and
Remuneration Committees attend the Annual General Mesting and
are available to answer questions from shareholders present.

Each year end, every shareholder may choose to receive a full
Annuai Report and Financial Statemerts or an abbreviated Annual
Review and Summary Firancial Statement. At the »ha[f year,
ali sharehoiders receive an Interim Report These reports. together
with publicly-made trading statements, are available on the Group's

website, wwwitesco.com/corporzteinfo

ACCOUNTABRILITY AND AUBIT

The Board has an Audit Committes, chaired by Mr [W Melbourn and
consisting entirely of Nor-axecutive Directors, which’ meets a
minimum of three times a year. Membership of the Audit Committes
is set cut in the table on page 5. Its terms of reference represent
current best practice, The Committee’s primary responsicilities
inciude menitoring the system of internal control throughout the
Greup, approving the Group's accounting policies and reviewing the
interim and annual financial statsments before submission to the
Beard. In terms of financial reporting an assessment of Group
performance is set out in the operating and financial review on

pages 2 1o 4.
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INTERNAL COMTROL
e Board has overall responsibility for internal contrel. including the
system of risk management, and sets appropriate policies having

ré 1¢ the objectives of the Group. Executive management has the

w

reg
rasponsibifity for the identification, evaluaticn and management of
risis and-for the implementation and maintenance of controi sysiems
in accordance with the Board’s policies.

The Board, through the Audit Committee, has reviewed the
efectiveness of the systems of internal contre! fer the accounting
year and the period to the date of approval of the financial
statements, although it should be understoed that such systems are
desigred to provide reascnable but nct absclute assurance against
material misstatement or loss.

The Group operaites an objectives-driven approach aimeg at
satisfying fts core purpese that translates intc a roliing fve-year
business pian. The plan covers-both revenue anc capnal expenditure
and forms the basis of business plans for ail paris of the Group. Frem
this the Board, together with monitoring regmes based upon a
balanced scorecard, agraes the annual reverue and capital budgets.
The scorecard sets out targets for a wide variety of key performance
indicators and a quarterly review of achievement is ccnsidered
at Beard level. This process establishes the cortrel framewerk and
risk appetite.

The capital investment programme is subject to formalised
review procedures. requiring key criteria to be met. Ali majer
inftiatives require business cases ¢ be prepared, normally covering a
minimum period of five years. Post-investment appraisals zre also
carrieg cut

At the macre level, the Board considers risk every time it meets
and significant risks are raviewed regularly. The twe-day Rcard
Ccenference, referred to earlier considers where future copertenities
and risks lie and helps shape our corporate strategy going forward,

At an operational level, internal contreis have been deveicped in
line with the risic appetite and are subject to reguiar nternal and
external audit Routines exist which ensure that significant controi
failures or events that represent risks 10 the Group's objectives are
escalated to senior management and the Soard, if necessary, cn a
daify, weeily anc periedic basis to allow timely corrective action 1o be
taken. The Board acknowledgas that the Group cperates in an eves
chenging environment, both extarnally in meeting the chalflenges ir 2
competitive marketolace and internally through the development of
new business streams, systems and procadures The board has
exablished a change management process that inciudes an evaluation
of risks and an identificaticn of controls.

The Executive Commrittee sets aside sufficient time for an annual
assessment of the effectiveness of managing 1ne kev risks and takes
aporopriate action depending upon the outcome sf 1aeir assessment.
This is then communicated and discussed with the Board.

A pregramme of communication 2xists and s censtantly being
ceveloged to ensure that all staff are zware of the parameters that
constwte avccept:xble business performance and the expactations of

the Beard in managing <isk. This provides ciear definition of e

contnuec

Croup's surpese and geals, acco‘untabiiities: resconsibiiities and the
scope of permitted activities of companies within the Group,
executive functions and individual staff, The Creoup employs over
260,000 peonie including cver 1,700 senior manegers. Management
control exists at all levels ang is regulated by cascaging limits of
authorrty.

Underpinning the internal cortrol process is the whole system of
menitering risk and control. The monitoring of strategic and
cperztional risks are responsibiiities of the Baoarc and fine managers
respectively. The internal audit function ziso operates on a risk-based
approach providing a ievel of expertise to management in fuifilling
their risk responsibiliies and assisting in the mapping of risks and

controis. PricewaterhouseCoogers, our external auditors, contribute

a furzher independent perspective on certain aspecs of the internai’

finzncial contrel system arising from their work and annually report
their findings to the Audit Committee. Overall, the Augit Committes
seeks 10 ensure that the wnole mamagement process provides
adequate contra! mechanisms over all mzjor risks 1o the Groug.

To ensure that the internaticnai exoznsicn of the Group tekes
place wrthin agreed golicies and precedures, two further control
committees have been establisned, reporting o the Aucit
Committes. They focus on activities in Eurcpe and Asia respectively.

Other specialist functicrs within the Greup, notably Trading f.aw
and Technicai and Comgany Secretariat, provide assurance and agvice
cn hezith and safety, reguiaiory and legal compliance znd
ervironmental issues. These functions report their findings ¢n

regular basis 1o the Compliance Committee.

CORPCORATE SCCIAL RESPONSIBILITY

Corporate Sedial Responsitifity reflecss ene of our vaiues -- 'treating

pecple how we fike to be treated'. As such, we recognise our respons-

ibility to communities and 10 The environment, wherever we operate.
More detailed informaticn about Tesco's commitment t¢ Cornerate

Social Responsibility is avaiiable at wwwitesco.comieverylitiiehelps

PENSIOM FUNDS
The assets of the pengion funds established for the benefit of the
Group's empioyees are neld separately frem those of the Group.
A trustee company manzges both the Tesco PLC Pensicn Scheme
and the remaining assets of the Tesco PLC Money Purchase Penston
Scheme. During the vesr, cver $5% of sigible swff tcck ~he
opportunity w0 change their futurs pensicn anmitierent from the
Money Purchase Pensicn Scheme to a defined benefit scheme under
the overall control of the Tesco PLC Pension Scheme. The trustes
ccmpery Board comprises cne Executive Director thres senior
maragers and five members appeinted from siaif and pensioners,
Managemert of *he asse’s is delegated o a number of indeoendent
fund managers. These fund managerss have giscretion ic invest .r
shares of Tesco PLC, but only 10 the progortional weighting of <he
snares in the total market. Detaiis of pension cornmitments ars set out

in note 27 to the financial siatemenis on pages 37 and 8.

asd Tk




STATEMENT OF COMPLIANCE WITH THE CODE
PROVISIONS IN THE COMBINED CODE

Throughout the year endec 22 February 20C2
the company has been in comeliance with aii of
the Code Provisions set out in Secuion | of the
Combined Caode on Corcorate Governance.
except as with regarc 10 provision %...7 on the
length of Direczors' service agreements, detaiis of
which are sei out in the report of the Directors

on remunerztion on page |l

BOARD COMMITTEE

Nomiratons Remuneraticn

Audit Cempliance

MEMBERSHIP Committee- Commiriee Commitzes Comminiee
independent Directors
+ -

Mr | A Gardinar

Mr G F Pimlott

o JA\/\) Melbou.,—nw - -
MrCLAles P

Or @

Executive Directors

SeremLe,any e i e s
MrR S Ager T —— 5
Mr P A Clarke T

R AT
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DIRSCTORS’ REMUNERATION POLICY

The remuneration packages, inciuding contract periods. of Executive
Directors are determinec tv the Remuneration Commitiee {(the
Committee). It ensures that the remunerzticn package is appropriate
for their responsibilities, tzking inte consideraticn the cverall financial
and business position of the CGroup, the highly competitive industry of
which the Group is part and the irhportance of recruiting and
retaining management of the appropriate caliore. The remuneration
of the Non-executive Directors is determined by the Beard as a
whole on the recommendation of the Executive Committee after

considering external mariet research.

COMPLIANCE
Tne Committee is constituted and operated throughout the period
in accordance with the principles cutlined in the Listing Rules of
the Financiai Services Authority derived from Schedule A of
the Cocmbined Code. In framing the remuneration poiicy, full
consideration has been given to the best practice provisions set out
in Schedule B, annexed to the Listing Rules. The auditers’ report set
out on page |5 covers the disclosures raferred 1o in this report that
are spedfied for audit by the Financial Services Authority.

Details of Directors’ emoiuments and interests, inciuding
executive and savings-reiated share options. zre set out on pages
Hto 14,

Tre foilowing summarises the remunaration packages for
Executive Directors. Copies of the Executive Directors’ contracts oF

employment are availaole for nspection by shareholders as required.

BASE SALARY AND BENEFITS
The base salary, contract periods, benefits {which comprise car
benefits, life zssurance, disability and health insurance) and other
remuneration issues of Executive Directors and other senior
executives, are normaily reviewed annually by the Committee, having
regard to competitive market practice supportied by two external,

independent surveys.

PROFIT-SHARING
The Group operates an approved emgloyee profit-sharing scheme
for the benefit of employees, including Zxecutive Cirectors; with over
two years' service with the Group at its vezr end. Shares in the
company are allocated to participants in the scheme on a pro rat2

basis to base salary ezrned up tc Iniand Revenue approved fimits,

PARTMERSHIP SHARES

Since January 2002, the Group has cperated a Parership Share Plen
{BAYE) for the benefit of employees including Executive Directors.
Under this scheme, employees save and subscribe menthly for the

purchase of shares at marker value in Tesco PLC.
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TUECUTIVE INCENTIVE SCHEME
The ccmpany cperates performance-reiated awars schemes
designed 1o provide a growing element of variable reward <o reflect
the performznce of the Group. The scheme awards are made in
shares and align Cosely the interests ¢f Directors anc sharehoicars.

Long-term share .bonuses are awarded znnually, based on
improvements in earnings per snare, achievement of strategic
corporate goals and comparative performance against peer
companies including total sharehoider rsturn, The maximum long-
term bonus is 75% of salary Shares awarded have to be held for a
period of four years, conditional upon continuous service with the
company. The share equivaient ‘of dividends which would have been
paid on the shares is added to the award during the deferral periad.

Short-term share conuses are awarded annuzlly, based on

improvements in earnings per share and on the achievement of

surategic corporate goals. The maximum short-term bonus payadle is
75% of satary, which is augmented by up to a further 37.5% of salary,
if the participants elect for the trustees cf the scheme to retain the
fully paid ordinary shares awarded for a minimum period of two
years, conditional upon continuous service with the compary. The
share equivalent of dividends which would have been paid on the
shares is added to the award during the deferral period.

The Cemmittes sels pericrmance targets aniually for the
incentive scheme for each of the criteria noted above, confirms
achievement of performance and awards 1o be made under the
scheme and directs the general administration of the scheme. The
Executive Commitiee has adopted a policy of extending the Greup
Board executive incentive scheme to a wider bedy of senior
executives within the Group. The scheme ruies and awards of this
extension are administered cn a consistent basis as previously set out
for the Executive Directers,

The holding period for both the long-term and short-ierm shares
may be extended te seven and five vears rescectively by the scheme
members. During this holding period. the shares heid are increased
by 12.5% at the beginning of each year based on the scheme shares
held. This holding pericd may be exiended subject to personal
sharenclding targets set by the Committes being met by the
scheme members and is conditionzl upen continuous employment

with the company.

SHARE OPTIONS

executive Directors are included in executive share option schemes

{ESCS), and are eligibie to join the employees’ savings-related share

opticn scheme (SAYE) when they have completed cne year's service.
Executive options granted since 1995 may be exercised cnly

subject 10 the achievement of performance witeria related 1o growih

in earnings ner share, in accordance with ABI guidelines,
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PENSIONS

Executive Diractors are mambers of the Tesco PLC Pensicn Scheme
which provides a pension of up %o two-thirds of base salary on
retirement, normally at the age of €0, dependent upon service. The
scheme aiso provides {or dependants’ pensions and iump sums on death
in service. The scheme is a defined benefit persion scheme, which is

approved by the inland Revenue.

'SERVICE AGREEMENTS

Tne Committee has agreed that m future, new appointments of

Zxecutive Directors will normally be based on a notice period of 12
months. The Committee reserves the right to vary this peried for the
inftal period of appointment.

Executive Directors appointed before | March 2001 have service

contracts with entitlement e notice of 24 months.

TABLE } Directors’ emoluments

NON-EXECUTIVE DIRECTORS )

Nen-executive Directors de not have contracts but  each
appeintment is subiect o review every thres years. Non-executive
Directors receive g basic fes pius an additional sum in respect of
commitize membership, M | A Gardiner has the beneft of the use

of 2 company car.

tneentive scheme

- -

Profit. Total Total

Salary sharing Seneiits Short-ierm Long-term 2002 200+

L 000 £000 £600 £0e0 0ne 2000 2000

MrjAGargirer 33 4 - - 347 314
Siferry Leany T e R Y, 1,508
MO ERes Tl T ; el 635 625 {990 342
MrRSAger e Y s we 4 11 ee
MrCLAlen _ ) e T )
MrPACaRe s 20 st e ERES 633
O Ensmarn - - - 3 30
Mir | Gilderslesve e 68 547 Sa4 1737 1,189
Mr AT Higginson Ky 9 a3 ) 1308 809
MrT J R Mason L e ) 457 423 1,370 84
Mr | W Meibourn o o - - Z s T e
- - i
Saoness OCathan -~ . - - -3
MrGF Pimion Css o - e 58 55
Mr O T Pous - 41 8 6 418 297 1,150 631
e . LE—— _—_ =8 : =
4,754 6 293 4,155 3733 12,995 8816

(@) Former Director.
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TagLs 1 Gains made ¢n share opticns

NiLumber of shares at exercise price (pence) Value raziisable
Price at T

2xercise 2002 20C1

117.7 1217 787 Tora! {sence) £00C 2000

Sir Terry Leaahy - - - - - - -
Mr O € Reid - = - - - -
Mr R S Ager ~ - = - - - 795
Mr P A Clarke S - 76281 177i8 93899 25300 100 i83
Ir | Giidersleeve - - - - - -
Mr AT Higginson ) = - - - - - 445
MrT ) R Mason o 30,000 - - 300C0. 25025 <) 318
MDTPORE - - - - - 287
Mr | M Wemms - = - - - - -

Dzt of grant 1741997 7.101597 2:5.1998

The value realisable from shares acguired on exercise is the difference between the fair market value at exercise and the exercise price of the

options, althcugh the shares may have been retained. Where individual Directors exercised options on different dates, the price at exercise

shown resresents an average of the prices on these dates weighted to the number of opticns exercised. The market price of the shares at

22 February 2002 was 253.50p. The share orice during the 32 weeks to 23 February 2002 ranged from 228.750 to 263.5Cp.

TABLE 3 Pension details of the Directors

Increase in sccruec

Transfer
pensicn during  veiue of increase

Acgrued iotal
pensicn at

Age at Years of the year {3} auring the year 23 Fed 2002 ()

23 Feb 200z servigs £000 £000 £0C0

Sir Terry Lezhy (¢ - - i i 23 35 397 . 334

Mr D E Reid o 7 3 IS,

Mr RS Ager B i6 20 308 226

Mr P AClarke L T _ 7 2 2729 |38
Mr | Ciidersiesve o ) 37 ) 20 o 318 - 334

Mr AT Higginson (@ o B T e 4 18 1€ 64
CoMrT)RMason ) 44 0 i9 178 170
 MrDTPous 44 w5 37 239 54

(2) The increase in accrued pensicn during the year exciudes any increase ‘or inflatien.

{b) The accrued pensicn is shat which wouid be paid annuaily on retinement & 50 basec on service to 23 February 2002.

(c; SirTerry Leahy is entitied 10 retire at 2ny age from 57 to 50 inclusive with an immediate pension of two-thirds of base salary.
Part ¢ his pensien may De provided on an unfunded basis within & separate unapproved arrangement.

(d) Part of Mr AT |digginson's benefit, in resoect of pensionable sarnings 'n excass of the earnings imit imposed by ihe Finznce Act |

is provide< on an unfunced basis within 3 separate unzpproved arsangsment




TaBLE 4 Share options held by Directors and not exercised 2t 23 February 2002

Executive share options schemes (1984), (1994) and (199%)

Number of shares at exercise price (pence)

723 () 70.C {a) §1.0 (&} 90.3 1040 383 1217 Sub-1o7al
Sriamyleshy  eualf £17.042 471371 198523 248256 523728 120660 2193044
M D £ Reic - - Wi - - = 22378 eCI305 836460
Mr R S Ager e - - - - = 299504 299504
MPACarie o - - - . N -
Mr  Gildersieave o - o - - — 02034 504399 627033
;'-r—;é\ T Higginson _—— - T - I - - o -
SrT)RMason - 198669 198,669
LT - - - L S 8
‘DEH.‘ exergisadie {¢) . wiosss ;;5-..1956 10.& 199" 280597 2741598 13.40.1898 o ;7‘(99'7' ---- 7402000
Number of shares a1 exercise price {pence}
Sub-toial b 1767 164.0 178.0 175.4 1730 2095 203.0 2470 {b) Towai
SirTerry Leahy 2293044 - 528832 - - 228900 17673 780487  €47773 4094710
Mr S £ Reid 836,460 - 90245 T ass 11790 Z 604878 502024 2577354
MRS Ager | 299904 69433 26831 1407l Z 36994 182328 390243 323886 1498990
MrPACarke - = T3s946 146991 < 377170 77683 360975 295595 1192360
Mr Gidersesve 627033 i35035 56100 364092 - 73988 < 57073 429,148 2217.999
Mr AT Higginson ~373s8s e3ais < T 7830 T 49517 348078 1280990
MrT RMeson 198669 167076 €3415 270736 - 67,86] - 429,400 359,678 1576895
M DT Potts - - 38756 238730 sy - 360975 299595 1187683
Date exercisadle {c) “ ‘2[.5,239 i 3022001 ' 26,1.2002 4.5.2002 ) 30012002 20.4:20-3;; e tﬁ;;‘ ------ ’ -
(a) Al of the options at 72.3p may be exercised at 61.7p and in e case of Sir Terry Leahy 25% of the options, and in the case of Mr D € Reid 1 00% of the options &t
70.0p anc 81.0p respectively may be exercised at 32

have been achieved. .

{Y Options granted in the year

(<} Daie of expiry is saven years from daze exerzisable, with the exception of the €3¢ 2nd [31.7p ootions which expire four years from date exercisable.

59.7p and £5.L8p respectively, as targes reiated 1¢ growth in earnings per share in zccordance with ABI guiceiines
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TABLE 5 Share cptions held by Directors and not sxercised at 23 February 2002

Savings-related share option scheme (1981) Number of snares

Value realisssle

As 3T Ag at Ixercise price 2002 pintll
24 Feb 2001 Granted ‘a) Exercised 22 Feo 2007 pence £0CC 00

Sir Terry Leahy _ 2252 8313 5610 151.5-1980 i3 -
Mr D E Reid 6218 8313 8864  1217-1980 T
Mr R S Ager ' 590 - 10573 1360-598.0 o
Mr P A Ciarke 13,551 4155 11067 1217-198.0
Me | Gildersieeve 12,444 - - 12,444 [21.7-1980 - R
Mr AT Higginson 3539 67 - 5510 151.0.1980 R
Mr T § R Mason 10743 15,142 - 25885 830-1980 - 4
Mr DT Potts 704 167! - 3,378 198.0 - 35

() Options granted inctude new famiiy interests that fal! to be reported during the year.

The subscription price for options granted during "he year under the savings-related share option scheme was |55.0p and the options mature

in either 2005 (three year scheme) or 2007 (five year scheme), The shares relating to options exarcised in the yezar were ail retained.
y y ‘ : ye

Between 23 February 2002 and 9 April 2002, 12,468 opticns were exercised. For further details on the company share option schemes

see note 28,

TaBLE s Disclosable interests of the Directors, including family interests

23 Fee 2002 24 Feg 2001
Cptions 10 Opticrs 0 .

acquire acquire

Crdinary ordinary Crdirary ordirary

shares shares shares shares

Mr | A Gardiner B 618464 ~ s07268 -
SiTemryleaby 1997093 4100320 1370876 345985
Mr © £ Reid i 990388 2586218 19€3757 2091548
Mr R S Ager o | 163562 1509563 1338085  1.18400%
- T 323702 1203427 197831 1.0003i5

o ) o 1291365 2230443 1282598 i801.25¢

o S o " $51569 1286600 300227 936751
Mr T} R Mason e | 8405%0 1602780 811518 1185072
Mr | W Meloour o ' 9,650 - 9690 -
Me G F Pimlott - O E 728 -
Mr DT Potis '""" o 453441 i51258 32437 839992

Options to acguire ordinary shares shown above comprise cptions under the executive share cption schemes (1984), {1994), (1996) anc the

savings-related share option scheme {1981) {note 25).

Between 23 February 2002 and 9 April 2C02, 810 shares were purchased by Executive Dirsciors as part of the Partnership Share Plan

7
operated by the Greup and 12,468 SAYE cptions were exercised, the shares issued in reiation to these options centinue to be held.
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sresargtion of the tinandia: staiements
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Tne Directors are requirec by the Companies Act 985 ‘o prepare
finarcial stataments for sach financial year which give a true and fair
view ai the state of affairs of the company and the Group as at the
end of the financial year and of the profit or joss for the financial year.

The Directors consider that in preparing the financial statements
on pages [6 to 39 the company and Group have used appropriate
accounting policjes, consistently appiied and supported by reasonable
and prudent judgermnerts and estirnates, and that alf accounting

standards which they consider 1o be applicable have been followed.

independent aucit
of tesco pic

“We have audited the finencial staternerts which comprize the orofit
and loss account, the balance sheets, the cash flow statement. the
statement of total recogrised gains and losses and the related notes,
including the information on Direciors' emoluments and share detaiis
included within tables one to five. in the report of the Directors on
remuneration, which have been prepared under the historical cost
convention anc the accounting policies set out in the statement of

accounting policies.

RESPELCTIVE RESPONSIBILITIES OF DIRSCTORS AND AUGITORS
The Directors’ responsibilities far greparing the annual report and
financial statements, in accordance with applicable United Kingdom
law and accourting standards, are set out n the statemert of
Directors' responsibilities. ‘

Qur responsibility is to audit the financial statements in
accordance with relevant legal anc regulatory reguirements, United
Kingdom Auditing Standards issued by the Auditing Practices Board
anc the Listing Rules of the Financial Services Authority.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly prepared in

accerdance with the Companiss Act 1985 We also report to you i,
"in our opinion, the Directors’ report is not consistent with the
financial statements, if the company has not kept proper accourting
records, if we have not received ali the information and explanations
we require for our audit, or if information cpecified by law or the
Listing Rules regarding Directors’ remuneration and transactions is
not disclosea.

We read the other information contained :n the annual report
anc consider the implications for cur report if we become aware of
any apparent missiaterneris or material inconsisiencies with the
financial staterments. The other information comerises only the
Directers' report, the Chairman'’s staternent, the financial highlignis,
the operating and financial review, the corporate governance

statement and the report of the Directors on remuneration.

wc rm p C’ :ﬁ-_:

The Directors have responsibility for ensuring that the company and

Group keep accounting records which disclose, with reasonable

ceuracy, the financial position of the comparny and Group and which

enable them fo ensure that the financial statements comply with the
Companies Act 1985.

The Directors have genera: responsibifity for taking such steps as

are reasonably open 1o them to safeguard the assets of the Group

and 10 prevent and getect fraud and other irregularites.

: :
10 FaemMmoDers

We review whnether the corporate governance statement reflects
the company's compliance with the seven provisions of the
Zombined Code specified for our review by the Listing Rules, and e
report if it does not We are not required to consider whether the
Board's stataments on intemal controi cover all risks and controls, or
e form an opinicn on the effectiveness of the company's or Group's

corporate governance procecures or its risk and controi precedures.

BASIS OF AUDIT OPINION
We conducted our audit in accordance with auditing standards

issued by the Auditing Practices Board. An audit includes

exammation, on a test basis, of evidence relevant i the amounts anc

disclesures in the financial statements. it also includes an assessment
of the significant estimates and judgements made by the Directors in
the preparation of the financial statements, and of whether the
accounting poiicies are approprizte to the company’s and the
Group's circumstances, consistently applied and adequately disciosed.

We planned and performed our audit s¢ as to obtain &l the
information and explanations which we considerad necessary in
rder to provide us with sufficient evidence tc give reasonabie
assurance that the financial statements are free from material
misstziement, whether caused by frauc or other irregularity or error
in forming cur opimon we also evatuated the overali adequacy of the

presentations of information in the financial statements.

OPINION

In our opinion the financial statements give a true and fair view of
the state of affairs of the company ang the Group st 23 February
2002 and of the orofit ang cash fiows of the Group for the year then
with the

ended and have Deen properly prepared in ztcordance

Companies Act 1985, {

@ & -
PRICEMTERHOUSECoPERs (B WM\A@&U‘\MN< pores

Chartered Accountants and Registered Auditors
London 9 April 2007
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32 weeks anged 22 Feoruary 2002

Restated¥
2002 200!
note & im
Sales at net selling prices N 25,654 32,773
Turnover ircluding share of joint ventures o o 22304 21,096
Less: share of joint ventures’ turnover o {151y (108
Group turnover excludmg value auded ax e o 73 23653 20,98
Cperating expensas )
— Nermal operating expenses _— e (22.272) o U°77)
"~ Employes profit t-sharing N o B ) 4 (48; B (‘;;5
~ Gooowill amortisaticn i 12 (1% ' ﬂ(’S)
Operating profit . ) U3 1,322 116g
Share of operating profit of joint ventures and associates o 43 2]
Net joss on dispesal of fixed assets {10) (8}
Profit on ordinary activities before interest and caxation 1,354 1179
Negt interest payable 8 (153) 125)
Proﬁt on crdmar}y activities before t.a_xar_lon g 1,201 1,054
Proi't before net loss on Gisposal |
of fixed assets and goodwill amortisation B n _ hadd - l,O70!
Net loss on disposal of fixed assets o B (10} - (8)1
Goodwill amortisaticn e o {10) {8)'
Tax on profit on crdinary activities 9 (371) {333)
Profit on ordinary activities after taxation B 830 i
Minority interests o ~ I
Profit for the financial year N o ) 820 722
Cividends 10 (35C) (340
Retained srofit for the financial year 25 240 382
Pence Pence
Earnings per share B P F2.05 10.63
AdJ usted for net loss or 7 disp 2053l of ﬂ*(ﬁc assn*s a ler taxaticn ‘ 0.14 5 0.i2
A«_»Justed For gcccw'll amortisation - 0.14 0.12
Adjusted earnings per share! ! 1233 (Q.87

Diluted earnings per share

onustec for net icss on dl<posal of ts {* " taxation

Adjusted for goodwill amortisation

Adjusted diluted earnings per share’

Dividend per share

Dividend cover (times})

~)
BN

Accounting poiicies and notes forming part of these financial statements are on pages 20 wo 39.

i Excluding net loss cn visposa!l of fixed assets and gcodwill amorisation.

t Prior year comparatives neve been restatec due to the adootion of Financial Reporting Standard {FRS) 9, 'De’erred Tax'. See note

page 2L
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32 weeis enced 22 February 2002
T Greup Company
_ Restares®
2002 2001 2002 2061
B m im im im
Profit for the financial year . 830 722 40} 58
Gainflicss) or foreign currency net ivestmemts . 12 25 o 2 o ﬂ(~4)
Total recognised zains and losses refating 1o the financial year 842 720 403 6
-Pricr year adjustment (note 1) {45)
Toral recognised gains and losses since last anual report and financizf statzements 797
The cumulative effect on opening Greup reserves at 25 February 2001 of adopting FRS |9, 'Teferred Tax', is a reduction of £378m.
reconciliation of movements
. ; E . c
in shereholders funas
52 weeks ended 23 Fabroary 2002
Greup Company
Resutec*
2002 200: 2002 2001
ém £m £m £m
Profit for the financial year ) 830 722 10! 66
Dividends R (390) (340) G50 (40)
] o 40 382 i (274)
Gein/(joss) on forei — ne m./isvt L i 2 o {2} Z (4
Ne\;:h;;rz faprta‘ suk;:cr|b;';ess expenses ,.,” ST 45 10 82 174
Fayment of dividends by shares in lieu of cash ss 52 55 32
ij: addition/(reduction) to shareholders’ fun<_:ls o 3i2 542 150 (£2)
Opening sharenolders funds T 4978 | a43em 2459 2511
Ciosing shareholders’ funds 5530 4978 2.609 2,455

Accounting policies ang notes forming part of these financial statements are on pages 20 to 39,

! Prior yeer comzarative: have beon resteted due te the 2deption of 785 1%, "Uelerred Tax', See ncte | on page 2Z.

# QrigingHly £4.759m before deducting pr or year agjustment of £333m,

e R
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23.February 2002
Greu Comoany
Reswatec?
2002 2001 2002 2004
note im im £m im £m im
Fixed assets .
Intangible assets 2 154 154 ~ o
Tangible assets i3 1,032 3580 - -
lnvestments L 14 69 101 6,704 5774
lnvestments in joint ventures I
Share of gross assets {.480 1,283
Less: share of gross liabilities (1,268} (1,094}
Goodwil 18- ) I4 B
232 203 136 144
Investments in associates 14 ) 16 - -
11,503 13,38 4,860 5920
Cuirent assets
Stocks _ 15 _ 929 838 - -
Debors 5 ' 454 322 3,060 874
Investments 17 ) 228 255 5 _—5
Cash at bank and in hand 445 278 - —
2,053 N 1,674 3,062 87¢
Creditors:
falling due within one year 18 (4.80%) {4.289) (4.707) (2518)
Net current labilities (2.756) (2.65%) (1.642) (1.642)
Total assets less current liabilities L 8,747 7343 5218 4278
Creditors: .
falling due after more than one year 19 ) (2741} (i.927) {(2.609) (1.819)
rovisions for liabilities and charges 22 {440) (402) - -
" Net-assets £.5¢6 5014 2,609 2,459
Capital and reserves
Called up shere capital e 350 347 350 347
Share premium account 2 ) 2,004 1 870 2,004 | 870
COrher reserves B s o 40 40 - -
Profit and loss account 5 ' 3136 272 255 242
Equity shareholders’ funds 5,530 4978 2,609 2,459
Minormy interests o o 36 36 - -
Toul capital employed - 5,566 S.014 2,509 2,459

Accounting policies and notes ferming part of these financial statements are on pages 20 te 39.

! Prior year comparatives have Deen restated due 1o the adopticn of FRS 19, Deferred Tax|. See note | on page 22,

' T " ke ; L NI
Terry Leahy ) |

Andrew Higginson
- Cirectors %S 5
N »

\‘% A\

N

Financial statements aporoved by the Board an 3 April 2002 /F
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532 weeks ended 23 February 2002

2002 2001

note im m
Net cash inflow from operating activities 2 2038 1,937
Dividends from joint ventures and asscciates
Income received from joint ventures and associates i5 -
Returns on investments and servicing of finance
Interest received 44 45
Interest paid e 208)
Interest eiement of finance Jease rental payments 4 4y
Net cash outflow from returns on investments and servicing of finance (192) (i6h)
Taxation
Corporation tex paid ) o (378) 272)
Capital expenditure and financial investment
Payments to acquire tangible fixed assets . (1.877) (1.953)
Receipts from sale of tangible fixed assets 42 43
Purchase cf cwn shares o (85) {58)
Net cash outflow from capital expenditure and financial investment {1,920} {1.968)
Acauisitions and disposals
Purchase of subsidiary undertakings o (3N (4
Invested in joint ventures _ - (46) (3%)
invested in associates and other investments (19 -
Net cash outflow from acquisitions and disposals {96) {76)
Equity dividends paid (297} {(254)
Cash outflow before managemant of liquid resources and financing ) {830) (794}
Management of liquid resources
Decrzase in short-term deposits i.m 27 -
Financing ‘
Ordinary snares issuec for cash 82 88
Increase in other loans T 216 928
New finance leases - 13
Capitai element of finance ieases repaid (24) (46)
Net cash inflow from financing 974 983
Increase in cash {71 189
Reconciliation of net cash flow 1o movement in net debt . o '
Increase in cash o ___~ “ - I7! L&_‘i
Cash inflow from increase in debt and lease financing B ) _’ ————— (892 (895}
Cash inflow from decrease in liquid resources - (27) -
Amortisation of 4% unsecured deep discount loan stock, RPiand LPI bonds (14 ™
Other non-cash movements (12) (8)
Foreign exchange differences 18 (23}
Increase in net debt . o (736) (744)
Opening net debt ) T n (2,804) (2,060)
Clesing net debt . 33 (2,560) (2.804)

Aczounting policies and notes forming part of these financial staternents are on pages 20 to 39,



BASIS DF PREPARATION OF FINANMCIAL 3TATEMENTS

These financizl statemeants have teen prepared under the historical
cost convertien, in aczardance with appiicable accounting stancarcs
ang the Companies Act 1985,

in November and Dacember 2000, the Accounting Standaids
Board issued FRS 17, 'Retirement Benetits’ and FRS 19, 'Ceferred Tax’
respectively.

FRS 17 will be adogted by the Group over the next two years.
The FRS has an extended transitional pericd during which certain
disclosures will be required in the notes 1o the financial statements.
The Group is required 1o make these phesec disclosures in the
current year, which are are shown in note 27(b).

FRS 19 has besn adopted with effect frem 25 February 2001,
This standard addresses the recognition, on a full provision basis, of
deferred tax assets and liabilities arising from timing differences
between the reccgnition of gains and losses in the financial
statements and their recognition in a2 tax computaticn. Pricr t©
25 February 200t, the Group's accounting policy was to provide for

the deferred tax which was likely 1o be pavable or recoverabie.

BASIS OF CONSOLIDATICN

The Group financial statements consist of the financiat statements
of the parent company, its subsidiary undertakings and the Group's
share ¢f interests in joint ventures ard associates. The accounts of
the parent ccmpany’s subsidiary undertakings are prepared to
Gates around 23 February 2002 apart from Giobal TH,, Tesco Poiska

p. 2 0.6, Tesco Steres CR as, Tesco Stores SR zs., Samsung Tesco

(%]

)

Co. Limned, Tesco Taiwan Co. Limited and Ek-Char Distribution
System Co. Ltd whica preparec accounts t¢ 31 Cecemper Z00¢(. In

the opinion of the Directors it is necessary fcr the above named

' subsidigries to prepare accounts to a date earlier than the rest of

the Group to enable the timely publication of the Croup financial
statements.

The Croup's interests in joint ventures are accouried for using
the gross equity methed. The Group's interests in associates are

accounted for using the equity method.

TURNOVER
Turnover consists of sales through retall outlets and sales of

Cevelopment properties exciuding value added tax.

sTocKs

Stccis comerise geeds heid for resale znd properties held for ac in
the course of. development and are valued at the tower of cost and
net realisabie value. Stocis in stores are calculated at retai 2rices and
reduced Dy aporoorizte marging to the lcwer of cost énd net

ezlisatle value.

MONEY MARKET DEFCSITS
Meney market deposits are stated at cost All income rom these
invesiments s included in the profit and loss account as interest

recgivadle znd similar income,

il

IXED ASSETS AND DEPRECIATION

M)

ixed assets are carried at cost and incude amcunts in respect of
interest paid on funds specifically relatec 1o the financing of assets in
the course of consiruction.

Depreciation is provided on a straight-ine basis over the
anticipated useful economic lives of the assets.

The fellowing rates applied for the year ended 23 February
2002
» Land premia paid in excess of the aiternative use value — at 2.5%

of cost.

.

Freehold and leasehold buildings with greater than 40 vears

unexpired ~ at 2.5% of cost.

»

Leaseheld preperties with less than 40 years urexpired are
amortised by equal annual instalments over the unexpired pericd
of the lease.

* Plant, equipment, fixures and fittings ang moter vehicies ~ at rates
varying from 10% to 33%.

GOODWILL
Geodwiil arising from transactions entersd inte after | March 1998
is czpitalised and amortised on a swaight-fine basis over its usefut
economic iife, up tc a maximum of 2C years.

Al gocdwill ansing from transacions entered Mt prior 1o

{ March 1998 has been written off t¢ reserves.

IMPAIRMENT OF FIXED ASSETS AND GOCBWILL
Fixed assets and goodwill are subject to review for impairmens in
accordance with FRS | ), imnpairment of Fixed Assets and Gocdwill'
Any impairment is recognised in the profit and foss account in the

year in which it sceurs.

LZASING _
Plant. equipment and fixtures and fittings which are the sublect of
finance leases are dealt with in the financial statements as tangitle
fixed assets and equivalent lizbilities at what woulc otherwise have
teen the cost of outright purchase.

Rentals are apportioned tetween reductions of the respective
fiabilities and financa charges, the latwer being czlculated by reference
to the rates of interest implicit in the leases. The firance charges are

deajt with under interest cayabie in the srofit and loss account

[

Leased assets are depreciated in accordance with the

degreciation acccounting policy over the znticipated working lives of

the assets which generzily correspond to the primary rental ceriods.
The cost of cperating leases in respect <f land and buildings anc

other zssets is expensed as incurred.

szt VRl




DEFERRED TAX

Deferred 1ax is recognised in raspect of ali timing differencas that
have criginated out-not reversec by the balance shest gate and
which could give rise 1o an ooligation tc pay mors or less taxation ir.
the future. An asset is not recognised to the extent thal the
likelihood of futtre economic benefit is not certain. Deferred fax is
measured on a non-discounted basis at the tax rates that are
expected to apply in the pariads in which timing Giffacences reverse,
based cn tax ratzs and laws substantively enactec at the balarce

sheet date.

PENSIONS

The expecied cost of pensions in respect of the Group's defined
benefit pension schemes is charged to the profit and loss account
over the working lifetimes of amplcyees in the schemes. Actuanai
surpiuses and deficits are spread over the expected remaining

working fifetimes of empioyees.

POST-RETIREMENT BEMEFITS STHER THAN FENSIONS

The cost of providing other past-retirement benefits, which comprise
orivate healthcare, is charged to the profit and less account so as @
spread the cost over the service lives of relevant empioyess in
accordance with the advice of qualified actuaries. Actuaria surpiuses
anc¢ deficits are spread over the expected remaining working

iifetimes of reievant empioyees.

FOREIGN CURRENCIES

Assets and liabilities in foreign currencies are translated inte sterling
2t the financial year end exchange rawes. Profits and fosses of
cverseas subsidiaries are translated into sterling at average rates of
exchange, Gains and iosses arising on the translation of the net assets
of overseas subsidiaries. less exchange differences arising on matched
foreign currency borrowings, are taken 1o reserves and disclosed in
the statement of tetal recogniéed gains and losses. Gains and i0sses
on instruments wsed for hedging are recognised in the profit and ioss

account when the exposure that is being hedged is itself recognisec,

FINANCIAL INSTRUMENTS

Derivative instruments utilised oy the Group are interest mate swaps
and caps, forward start interest rate swaps, Cross CUrTency Swaps,
forward rate agreements and forward exchange contracts and
options. Terminaticn payments made or received in respect of
derivatives are spread over the life of the unceriying exposurs in
czses wnere the unacerlying expasure continues to exist, Where the
underlying exposure ceases to exist, any termingtion paymenis are
taken 10 the profit and foss account.

Interest cifferentials on derivative instruments are recognised by
adjusting net interest payable. Premis or discounts on dearivative
instruments are amortised over the shorter of the life of the
instrument or the underlying exposure. "

Currency swap agresments and forward exchange contracts are
valueg at closing rates of exchange. Resulting gains or iosses are
ofiset against foreign exchange gains or losses on the related
barrowings ¢r, where the instrument is used te hedge a committed
fliture transaction, are deferred untl the transaction oczurs or is

extinguishec.
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NOTE 1 Prior year adjustment

The Group hes impiemented FRS 19, 'Deferrad Tax, in relation o oreviding for deferred tax on the full provision basis. The impact o7 the move

frem the partial to the full provision basis was to increzse the tax charge by £27m (2001 - £45m) and to decrease the value of Group Reserves

=

at 25 February 28C1 by £378m (27 February 2C00 ~ £233m). Earnings per share for the pricr year have been restated from | 129 to 10.6%p

and adjusted diluted earnings per share frem i!1.2ip to 10650,

NoTE 2 Segmental analysis of sales, turnover, profit and net assets

The Group's cperations of retailing and associated activities and property development are carried out in the UK Republic of lreizng,

France, Hungary, Poland, Czech Repubiic, Slovak Republic, Thaiiand, South Korea anc Taiwan. The results for Thailand, South Kerea, Taiwan and

continental Ruropean operations are for the year ended 31 December 2001,

-
t

2002 2001
Sales Turnover Net Sales Turnover ‘ Net
including exciuding  Cperating operating including exciuding Cperating  operating
VAT VAT profit assets VAT VAT praiit assets?
im ém £m im £m £m im {m
Continuing operations
UK ' 21.585 20,052 1213 7131 19,884 18,372 Ligo 6,348
Rest of Europe 2,475 2,203 90 i1.079 1,70 1,756 7 925
Asia 1,494 1,398 29 216 919 860 ! S48
25.654 23653 ».332__ 22,773 20,988 1,174
Goodwiil amortisaticn (19) )
Operating profic 1322 L&
Share of operating prefit from jeint ventures 42 2
Net loss on disposal cf fixed assets {10y 8
Net interest payabie 53
Profit on ordinary activities before taxation 1,201
Qparating margin
{prior to goodwill amortisation) 3.6% 3.6%
 Capital empicyed 9.12¢ _7-?\_
“Net debt (rote 20) (3.560) (2,804)
Net assets ' 5566 3.014

ne analysis of capital empioyed by geographical area is caiculated on ret assets excluding net dabt Intersegmental turover between

the gecgraphical areas of business is nct material. Turnover is disclcsed by origin. There is nc material difference in turnover by destinaticr.

The Groug's share ¢f turmcver in the joint ventures which is nct included in the numbers above is £15im (2001 ~ £108m}.

* Pricr year comparatives have been restated due o the scoction of FRS 19, Deferred Tax' See nete ! acove.
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NOTE 3 Analysis of operating prefit

2002 2001

‘ im im

Turnover exciuding VAT 23.653 20988
Cos: of sates A T (21 886) {19,400)
Gross profit 1,787 1,588
Acministration expenses ' o T (455, 22
Operating profit . , 1,322 I168

Cost of sales incluces distribution costs and store operating costs. Goodwill amortisation and employes profit-sharing are inciuded within
administration expensas.

NOTE 4 Employee profit-sharing

This represents the amount allocated tc the trusiess of the profit-sharing scheme and is based on the UK prefit after interest, before net
loss on cisposal of fixed assets ana taxation.

NOTE s Profit on ordinary activities before taxation

2002 2004
 Profit on ordinary activities is stated after cnarging the following: _
Depreciation 524 468
Gocdwill amorusation - - 10 8
Operating iezse costs 2 170 ‘_!_71_
Auditors’ remuneration (b) ) ~ I !
Employment costs (note 6} : N - 2336 2.047

{a) Operating lease costs insude £33m for hire of plant and snachinery (2001 — £34m).

{b) Auditers' remuneration amountec to £0.8m (2001 ~ £0.8m) and includes £0.1m (2001 — £0.Im;} for the compzny.
Tre auditors also received £1.2m (2001 -- £0.9m) in respect of non-audit services of which £0.4m (200} — £0.4m) related to overszas operations.
These fees were principally in respect of acguisitions and taxation advice.

NoTE ¢ Employment costs

2002 2001
m m

Employment costs during the year ) B
Wages and salaries _ H h T 2,103 1,831
Social security costs T T o 123 g
bther pension ccsts (no{e 7 - 104 98

2.33% 2,047
Number of persons employed .
The average number cf employees per week during the year was: UK 187,393 (2001 — 177,527), Rest of Europe 38,108 (20C1 —~ 31,334),
Asiz 21,873 2001 ~ 16,527} and the average number of full-time equivalents was: UK 121272 (2001 - 113,998), Rest of Europe 32.856

(200! - 26,376) and Asia 17,666 (2001 - | 1,836).

NoTE 7 Directors’ emeiuments and interssts

Ceaiis of Directors’ emoiuments and interesis are given in the report of the Dirsclors on refmuneration on pages 10 to 14,
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nMoTE 8 Net interest payable

2002 004

Interest receivabie and similar :ncome on money Market
investments and deposits

[
o~
o~

Lass interest payable on:

Shert-term bank loans ang cvercrafts recayadle within five years {101
Finance charges payable on finance leases (4)
4% unsecured deep discount ioan stock 2006 (a) {9

49 RP! bonds 2016 (o) (15)
3.322% LPibonds 2025 (o 4

10%% bonds 2008 X L ) <|9) (21) -
8%% bonds 2002 . <! 7) ,\.,)~ T
6% bonds 2006 | ) S o
6% boncs 2008 o e
54% bonds 2009 _ “ S o e i
§%4% bonds 2010 S o (9 @
&5 bonds 2029 ) e m G
Medium term notes - e ___(_lé) - S T "([)

Interest capitalised ) . L _"_*_ 63 i - “m—_ g -

Share of interest of joint entures and asscciates

(a} interest nayable on the 4% unsecured Ceep discourt loan stock 2006 ncludes £3m (2001 — £4mj of discount zmortisaton.
(b} interest paysble on the RPI bonds includes £7m (2C0: - £3m) of RPI -eiated amcriisaticn.

{c) intzrest payzbie on the LPIbonds 2025 includes £2m (2001 -- niiy of RP celates amortsation.

NOTE 9 Taxation

() Analysis of charge in year
Restated
2002 200t
Im im
Current »
UK corporation tax at 30.0% (2001 ~ 3C.0%) 348 314
Prior year iems ) _ (25} (42)

Overseas taxation - 8§ 10

Share of joint vertures and asscciates 9 |

Ceferred tax (note 22):

Origination and reversal of timing differences

Prior vear tems

Tax on prefit on orcinary activities

(i) The total charge for the year o7 £35m inciudes a £3m debit "o fixed assexs.
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noTE ¢ Taxation contnued

(b} Factors afiecting the tax charge for the year

A

The effective rate of corporation tax for the vear of 28.0% (2001 - 26.9%; 1s lower than the standard rate of corporation tax in the UK

of 30.0%. The gifferences are explained below:

Restated
2002 2001
% ) %
Standard rate of corporation tax 300 300
Effects of
Expenses not deductible for tax purposes {primanily goodwili amortisation ang non-qualifying depreciation) 34 38
Ce_o'\tal_;tlomnces for the year in excess of geprediation on quailfying assets {1.8) 3 )
Differences in overseas taxaticn rates ] ) o . (0.4} ‘(03)
Losses on property disposals not available for curre..;]{"{é} relief - B 03 0.2
Pricr year items o R (24 T 4.5y
Cther items o A . T 0.1 ‘0.3
280 269

Effective raie of corporation tax for the year

(c) Factors that may affect future tax charges

A number &7 deferred 1ax assets have not been recognised on the basis that the likelthood of future econcmic benefit is not certain.

noTE 1o Dividends

2002 2001 2002 2001

Pence per share  Pence per share im im

Declared interim R . _ » e o le7 1.48 1S 101
P,:O;;;d_gn;__ e ensesenem et oram e . e ' - 3’93-. . ._._.A...-_..AE‘SO o= — 3”39-
5.60 498 396 340

NoOTE 11 Earnings per share and diluted earnings per share

Earnings per share and diluted sarnings per share have been calculated in accordance with FRS 14, 'Earnings per Share’. The standard requires
*hat earnings shoulc be based on the net profit attributabie to ordinary sharehclders. The caiculatior for earnings,
ioss on disposal of fixed assets and gocdwill amortisation, is based on the profit fcr the financial year of £830m (2001 - £722m as restated).

For the purposes of calculating earnings per share, the number of shares is the weighted average number of erdinary shares in fssue during
the year of 6,887 miilion (2001 - 6,732 million).

The calcutation for diluted earnings per share uses the weighted average number of ordinary sneres In issue adjusted by the effects of
ail dilutive pctential ordinary sharss. The diiution effect is caicuiated on the full exercise of all orginary share opticns granted oy the Group,
inciuding performance-based options which the Group considers to have seen earned, The calculation compares the difference between
the exarcise price of exercisable ordinary share options, weighted for the period over which they were cutstanding, with the average daily

mid-markat ciosing orice over the period.

2002 2001

million K milticn

Weighted average number of dilutive share options 114 |34
Weighted average number of shares in Issue in the oeriod ‘ 6,387 £797
Total number of sharas for calculating dilutec earnings per share 7001 ¢824

‘ncluding and exciuding net

Bl R
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noTs 12 Intangible fixed assets

Goodwmll
im
At 24 February 2001 ' T 174
Additions at cost (a) - 5
At 23 February 2002 ' 184
Amortisation
At 24 February 2001 i T 20
Charge for the pericd : o ) I‘a
At 23 February 2002 30
Net carrying vaiue
At 23 February 2002 i ) |54
At 24 February 200 ’ - ' >

(a} Gocdwil arising from investments in subsiciaries in the year has been tapitaiised anc amortised sver 20 years in accorgance with the provisions of FRS 10,
‘Gooawill and Intangible Assats’,

Goocdwill arising from investments in joint ventures and associates has been capitaiised and amortised over 20 years in accordance with the

provisions of TRS 9, 'Associates and joint Vertures' and FRS 1C, ‘Geodwill and imangidle Assets' and is included in ‘ixed asset invesiment

additicns (note {4},

NoTE 13 Tangible iixed assets

Pant. squipment,
fixaures and

Land and fitings and
builaings  motor vehicles Total
£m £m &m
Cost . ) A
CAt24 Feoruay 2001 ~ - 5,471 322 12,683
turrency translation ' » T _ T _ - 4) (" 5)
Additions at cost (2) ' T 1491 534 2027
- N | | 10.558 3,747 14705
Acquisitions N - S 8 - 8
Disposais _ T (s (203)
At 23 February 2002 ' S 10,845 3.66! 12510
Depreciation )
At 24 February 20C1 - e 1,230 1,873 3,03
Eharge fOr PEFiOd B ;’-—”. o i -“—_—‘__M—qmw--'. T ' 208 3 ! 6 - 524.
. . e o I 2085 3407
Disposais T ) T 7 @e (145)
At 23 February 2002 ' T 365 XL 3478
Net book vaiue (b) (@
At 23 February 2002 ) ) 2,484 1,548 11,032
At 24 Fesruary 2001 T TTe2a 13 9530

Capital work in progress included above »
At 23 February 2002 . 218

73 421

At 24 February 200/ _ 301 2% - 330
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NoTE 13 Tangible fixed assets continued

(a) Inciuces £63m in respect of interest capitaiised rincipally refating to fand anc
puiiding assets. Tne capiwalisalion rate used 1o determine the amoum of firance
costs capitaiised during the period was 7.0%,

fbY Net book value includes capitaiised interest at 23 Fepbruary 2002 of £406m
(2001 - £354m).
Plant, equipment, fixiures and firtings and motor vehicies subjact 1o firance leases
inciuded im net book value are;

. Net pook
Cost Depreciation vaiue
Im £m m
At 24 February 2001 3i5 266 49
Movement in ihe period 37 2 t5
At 23 February 2002 352 288 b4
{¢) The net beok value of iand and buildings comprises:
20502 201
Im m
Freehoid 8,492 7,200
Long jeasehold ~ 50 years or more 503 586
Short leasehold - less than 50 vears 487 455 N
At 23 February 2002 g.484 8241 g
(¢} Capital work in progress does not include lanc. §
NOTE 14 Fixed asset investments
Group ‘ Campany
loint Cwn Crther  Share in Group  Loans to Group jomg
ventures {b) Assotiates {¢) snares {d) investments  undertakings (a} undertakings venturas (=}
£m <m im fm m £m £m
AL 24 February 2001 203 - LQt - 1774 1000 46
Additiens ' 26 i6 I8 S 506 2902 6]
Share of profit
of joint ventures and asscciates 20 - - - - - -
Goodwiil amortisation (N L - - - ~ - - -
Distribution received
from joint vertures and associates (15) - - - R - -
Disposals 1 - (55) - - {2,478) - 3
At 23 February 2002 T 232 16 44 s 3.280 3424 156
(a) The company’s principal operating subsidiary undertakings are:
Share of Country of
Business 2GURY Capital incorporation
Tesca Stores Limited Retail 100% Registerad in Engiand
Tesco Property Hoidings Limited Property Investment 1GC% Registered in England
Tesco Insurance Limited Insurance 100% Guemsey
Tesco Distribution Limite Distribution H00% Registered in England
Spen Hill Properties Limited Property Develnoment 100% Registered in Engiand
Tesco lretend Limited Retail 100% Repubiic of Irelanc
Globai T.4. Retail 39% Hungary
Tesco Poiska Sp. z 0.0, » Retalt 100% Poiand
Tesco Stores CR 2. Retail 100% Czech Republic
Tesco Storss SR ass. Retaii 1GC% Siovak Republic
Samsung Tesco Co. Limited . . _ Retall 81%* South Kersa
Ek-Chai Distribution System Co. L2d Retail 99% Thaiiand
Tesce Taiwan Co. Limited Rezail 100% Taiwan, Reputiic of China
Fesco Steres Hong Kong Limited Purchasing 100% Hong Kong

All principal cperating subsidiary undertakings, none of which are cwned directly by Tesco PLC. operate in their tountry of incorporation.

# Mn 6 Fahmiary 207 the comnany acnuiren ar acdirional R% share of sanitv ranital faking the hnidino 17 Q2L
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NOTE 14 Fixed asset investments continueo

{5y The Grouc's jcnit veniures are:

Share of issued share capitz), Country of incorporation anc

Business ‘can capital and dedt tecurities oriacioal coumry of cperatien

Shopping Centres Limited o Property Investment 0% Registered in England
BLT Properues Limited - Froperty investment 0% Registered in Englana
;F;sco 8L Holdings Lirited Property Investment 50% Registered in England
Tesco British Land Property Partnership Sreperty lnvestment 5C% Registered in Englang
Tesco Personal Finance Group Limited Persona! Finance ~ 50% Registered in Scatland
Tesco Home Shopping Limited Maif Order Retail 60% Registereq in England
Village UK Lmites __Internet 0% Registered in England
dunnhumby Limrted Data Analysts L N 53% Registered in England
The Nutri Centre Limited _ Complementary Medicines - 50% Registered in England
Taiwan Charn Yang Developments Limited. __ Property Investment 50% Taiwan, Reputiic of China
Retail Property Company Limited Property Investment _50% Thailand
Tesco Card Services Limited Personal Finance 50% Thaiiand

The accounting pencds of the jcint venures conscidated n these dnancial statements, range from 20 December 2004 to 2 March 2002

pinsy) K0!
) . im im
The net borrowings of the joint ventures, as at 23 February 2007, were gs follows: -
Cash and depcsits ‘ o — o L 201 234
é;rrowings falling due within one year e '(46} . -
Ctrer loans . (616) (577)
(3¢i) (293)

Thers is no recourse to Group companies in respect of the borrowings of the joint ventures, apart frem £12m (2001 - £12Zm) which has

been guaranteed by Tesco PLC (note 30).

(¢t The Croup's associates are;

Share of issved share capital, Cauntry of incerporation and

Business Ican capital and debt securities orincipal coustry of operaton
' Broadfields Management Limited Prooerty Management 42% Registered in Engiahd ‘
- Clarepharm Limitec . . Pharmacy : 23% Registered in England
GreceryWorks Haotdings inc. internet Retaiier 35% United States of America
Hussmann (Hungary) Kft Refrigeration 40% Hungary

{d) The investment in own shares represents 41 million 3p ordinary shares inTesco PLC (C.6% of cailed up share capital 5t 23 February 2002)

with a weighted average value of £1.56 each, These shares are heid oy a qualifying employee share awnership trust (QUEST) in order io

satisfy options uncer savings-related share option schemes which become exercisable over the next few years. The carrying value of £84m

I's

{market value £10G5m) represents the exercise amount receivable in respect of these shares subscribed for by the QUEST at market vaiue.

Funding is provided 1o the QUEST by Tesce Siores Limitsd, the company's principal operating subsidiary. The QUEST has waived its right

to dividends on these shares.
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NoTE 15 Stocks

Group Company

2002 200! 2002 2001

im im im £m
Goods held for resale 308 gie - _
-D-;;}elopment property 2: 24 _ _
929 838 - -

Property disposed of inciuded nil (2001 — £1m) of interest capialised. Accumuiated capitalised interest at 23 February 2002 was £5m

(2001 - £5m).

NoTE 16 Debtors

Group Company
200z 2001 2002 200i
im £m £m £
Amaunts owed by Group undertakings ] o - - 2821 376
Prepayments and accrued income . _ . *‘;:'047 '8 I. 33 419
Other debtors - g 2 S
Amounts owed by undertakings in which Group companies hav; a part'f;J;ating iﬁteresz R 6;3 42 o 6l 45
' 454 322 3.060 874
Inciuded in the above are debtors due zfter more than one year of £8im (2001 - £52m).
NOTE g'zminvestments . .
Group Company
2002 200! 2002 2001
im Zm im &m
Money market deposits ) 225 253 5 -
Bonds and certificates of deposit (m“a;rket value nil, 2001 - £2m) ) ‘ - ' ...—.--—2---..'.... o "2“'
225 258 s z
NoTE t8 Creditors falling due within one year
Croup _ Company
2002 2001 2002 209!
im L £m im
Bank loans and overdralts () (b) o N 1,474 1389 1,890 \,3i2‘
Trade creditors ] o e 1538 - -
Amourits owes 1 Group unde_r:akingsw_m - e o ' N N o ' - - 2,435 81@
Corporationtax e 2 SB
Oihe:taxa‘don ang socil security ___ o ) -_ ;* “ 52 | 4 - _f:_k . -
Othercrediors 732 527 18 S
Accruzls and deferred income () . _' - N _ o 164 159 56 3
Finance iezses {note 23 } . o - 15 24 _ - -
Cividencs 283 246 B3 24
4.80% 4385 4707 2518

(e} Bark deposits In suosidiary undertaidngs of £1.635m (200! - 1847m) have besn offset 2gainst oorrowings in the parent company under g legai rignt of set-ofl.

{b) includes nil (2601 - £12Zm) securec or various properies.

i) A gain of £45m, realisec n 2 prior ¥ear. on ierminated interest rale swali is being sorezd over tne life of repiacement swaps entered into 3t the same time for simiiar

periods. Accruals and ceferred income inciudes Zim (2001 - £5m) attrivutacle te ihase reafisec gains with nit {2001 - £2m) zeing incluged in cther creditors falling

due afier more tnan one year (note 19).
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noTe 19 Creditors falling due after more than one year

NI R

centinuec

Group Company

2002 2001 2002 200!

. Zm im im im

4% unsecured deep discount loan stock 2006 (a) 95 Sa 99 G4
Finance ieases (note 23) 14 17 - -
8%% bonds 2003 (b) - 26G - 206
6% bonds 2008 () 150 - 150 -
7'4% bonds 2007 {d) 325 238 225 328
8% bonds 2008 (e} 250 - 250 -
Si4% bones 2009 350 350 350 280
6%% bonds 2010 (g} i50 150 150 150
4% RP! bonds 2016 (h) 210 20 210 203
3.322% LPi bends 2025 () 162 - 162 -
6% bonds 2029 ) 200 200 200 200
Medium term notes () 47¢ &0 476 &0
Other icans (1) 355 326 237 237
) 2.74) 1,925 2,609 1819

Accruals and deferred income (note 18) . - 2 _ _
274 1,927 2.509 1.8:%

{a) The 4% unsecured deep discount 'can stock is redeemable at a pas value of £!25m :n 2006

(b) The 8% ponds are redeemable at 3 par value of £200m in 2003.
{c} The 6% boncs are redeemadie at a Sar vaiue of £156m in 2006
(d) The 7%4% bonds are redeemable at & par vaiue of £325m in 2007.
{e) The 4% bonds are redeemable a:a par vzlue of £280m .n 2008.
) The SA% oonds are redeemabie 3t z par value of £350m in 2009.
{g) The 5%% tonds are redeemzbie &t & par value of £!50m in 2010,

h) The 4% RPi bonds are redeemable at a par velue of £210m, indexed for increases

\
in the RP! over the life of the bond, in 2016.

(i The 2.322% iP!bonds are redeemable at a par vaiue af £!162m, indexed for increases
in the RPI over the life of the bond, in Z025. The maximurm incexation of the principai
in any one year is 3%, with & minimum of 0%.

(i) The €% bonds are redeemabie 3t a par vaiue of £200m in 2025.

&) The medium term notes are of varicus maturities and include foreign currency
and szerling denominated notes swapped into floating rate siering.
This inciuaes & 50bn Yen 2006 issue.

() Various bank loans maturing 2005.

a0 VRS
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NoTE 21 Financial instruments continued

Analysis of interest rare exposure and currency of financial assets

The interest rate exposure and currency orofile ef the financial assets of the Group-at 23 February 2002 wers:

2002 pives
Cash at Cash at
bank and  Short-term sank and  Sheri-term
1wy hand deposits Other [SEl in hana geposits Other Total
im im im £ im ~ m im Zm
Other 2594 i7 ~ 4¢3 185 233 - 4i8
Tetal financial assets 445 235 é8 738 279 253 43 577

Cther financial assets are in respect of amounts owed oy undertakings in which the ccmpany has a participating interest, which attract a rate
of interest of 5.0% (2001 - 8.7%). Surplus funds are invested in accordance with approved limits cn security and liquidity and pear rates of

interest based on relevant LIBOR equivaients. Cash at bani and in hand inciudes non-interest bearing cash and cash in transit.
-orrowing facilities

The Group has the following undrawn committed faciiities availaole at 23 February 2002 in respect of which alf conditions precedent nad
S 7 P p

been met at that date:

2002 2001

o £m

Expiring between one and two years 733 330
Expiring in more than two vears - a3 T30
1,036 88C

A facilities incur commitment feas at market rates anc would provide funding at floating rates.

Currency exposures

Within the Croup, the arincipal differences on exchange arising which are taken 1o the crofit and loss account reiate to purchases made by
Group companies in currencies other than their reporting currencies. After taking account of forward currency purcnases used to hedge these
‘ransactions, there were no significant baiances on these exposurss &t year end. Also, rolling hedges of up w0 i8 months guration are
maintained against the value of investments in, and iong-term intercompany lcans to, overseas supsidiaries and, to the extent permitted in

SSAP 20, differences on exchange are taken o the statement of total recognised gains and 'csses.
> &

T~ir values of financial assets and financial liabilities

2002 ) 2001
Boax value Eair value chck value o Fair vaiue

. im Zm £m £m
Primary financial instruments held or issued to finance the Group's cperaticns:
Short-term borrowings. - ey (1496)  (113)  (1420)
Long-ierm borrewings - ‘___‘.“(2.74J) . (2,804-)_ 1525)
Shorerm deposts o - 225 25 255
Frptum hand' e S e : o =

Derivative financial instruments held 1o manage the interest rate and currency profile:

interest rate swaDs and simiiar instruments - (18) _ i
Forward foreign currency contracts - | a7 (18}
Swap profit crystallisation ) ) %) 7

(3562} {3,849) {2.823) .87

Cither significant financial instruments outsianding at the year end are £347m (2001 - £220m) ncminai velue forward foreign exchange contracts
hedging the cost of ioreign currency denominated purchases. On a mark-to-mariket Dasis, these contracis show a gain of £im (2001 ~ £5m loss),
The fair values of interest rate swaps, forward foreign currency contracts and long-term sterling dencrminated fixec rate debt have been determined
by reference 1o prices availatie rom the markess on which the instruments are frzded. The fair values of &l cther kems have been caicalated oy

discounting 2xpecied future cash flews at prevaiiing interest rates.

P




NOTE 2 Financial instruments continued

Hedges
As expiained in the cperating and financial raview on pages 2 10 4. the Group hecges exposures to interast rate and currency risk. The <able

beiow shows the amount of such gains and losses which have been included in the profit and woss account for the vear and those gans and

losses which are expecied ic be included in next year's or fater profit and ioss accounts.

All the gains and losses on the hedging instruments are expected t¢ be matched by losses and gains on the hedgac transactions or pesitions.

jnrecogn ) Ceferred
- Unrecegnised Totai net . meTRs Total re:
Gaing Losses gains/(losses) Gains Losses gaini/(iosses)
m £m im Im im &m
At 24 February 2001 41 (35) é 7 - 7
Arising in previous years and recognised in the year enced 23 February 2002 {10} 12 2 (5} - (3)
Arising in the period 1o be recognised in future years : 38 (63) (2%) - - -
At 23 February 2002 69 (88) {17 2 - 2
Expected to be recognised in the year ended 22 February 2003 {7 18 [ ) - (2)
NOTE 22 Provisions for liabilities and charges
Restated
Ceferrec 1axation
in
At 24 February 2001 432
Amount charged in the year 38
At 23 Februzry 2002 446
Restated
Ameunt provided
002 2001
im im
Deferrad taxation
Zxcess capital aliowances over depreciation 43 39¢
Short-term timing differences 8 5
440 402
NOTE 23 Leasing commitments
Finance leases
im
The future minimum finance jease payments to wrich the Group was committed
Gross rentai cbligations 32
Lass: finance charges allocated to future periods (3)
2
2002 200
im im
Net amounts davatie are:
Within one year 24
Zetween twe anc five vears ‘.4 =

o st e
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NOTE 23 Leasing commitments continuee

HUNUEG

Operating leases

Land snc buidings Cther
2002 2001 2002 pleell
im £m im im
Group commitments during the 52 weeks to 22 February 2003, in werms of lease
agreements expiring are as ollows: - )
Within cne year 2 3 E !
Between two and five years o . pa 12 23 23
After five vears ' 17 EI 7 Y
121 146 29 33

NOTE 24 Called up share capital

Crdinary shares of 5p eacn

Mumber im
Authorised at 24 February 2001 and 23 February 2002 9,200.000,CCC 460
Allotted, issued and fully paid:
ssued at 24 February 2001 _ N 6922225203 247
Scrip dividend eiection 2148227 1
Share options B 3990¢.18¢ 2
Issued at 23 February 2002 5994279711 350

During the year, 62,1 million shares were issued for an aggregate consideration of £13%m, which comprised £35m for sunp dividend and

£84m for share options.

Bemwesn 23 February 2002 and 9 Aori 2002, options on 2,574,637 ordinary shares and 2,459,535 ordinary shares have been

exercised under the terms of the savings-related share ootion scheme (1981) and the executive share option schemes {1984, 1994 and
( { ° .

1995) respectively.

As at 23 February 2002 the Direciors were suthorised o purchase up to a maximum in aggregate of €95 miilion ordinary shares.

NOTE 25 Reserves

Grouo Company
) Restated
ple e 001 WL 2004
£m £m im fm
Share premium account e .
At 24 February 2001 o o ) | 650 1870 1650
Premium on issue o_f“s.n_ax:m_" o ' o o 80 169 80 - ~169
Scrip dividend election - ' 54 51 54 sl
At 23 February 2002 o 2,004 1870 2,004 | 870
Orther reserves e o
At 23 February 2002 ;nd 24 February 2001— T 40 46’. - ) -
Profit and loss account
At 24 February 2001 as érE‘/iOUSiY reporteg i ; 3.099 2,738 B
Pricr vear adjustment {ncte i) 4 T N {378) ?333} o o
4224 February 2001 as restated . - 272 2,405 242 520
éain/(!oss) cn rcreagr ;uffg{jg__nét investmentis ) o 12 2} 2 e
lssue of shares - . ‘ ' . . o - .(37) ’6—) ) - .
| Rewined profit/licss) for the financiai year T i ® 0 (274)
At 23 February 2002 3,136 2721 28¢ 242

et IR




NOTE 25 Reserves contirues

Orher reserves cormprise a merger reserve arising on the acquisition of Hifiards pic in 1987,
in accordance with section 230 of the Companies Act 1985 a profit and loss account for Tesco PLC. whose result for the year is shown

~

above, has not been presented in thess financial statements,
The cumulative goodwill written off against the reserves of the Group as at 23 February 2002 amounted to £718m {2001 - £718m).
During the year the qualifying employee share cwnership trust (QUEST) subscbec for 51 million {2001 - 50 millicn) shares from the

company. The amount of £37m (2C01 - £64m) shown above represents contributions to the QUEST from subsidiary undertakings.

NOTE 26 Share options

Company schemes
The company had six principal share option schemes in operation during the year:

i The savings-related share option scherne (1981} permits the grant te employees of options in respect of ordinary shares linked to a building
society/bank save-as-you-earn contract for a term of three or five years with contributions from employees of an amount petwesn £5 and
£250 per month. Options are capabie of being exercised at the end of the three and five year period at a subscription price not less than 80%
of the middle market quotation of an ordinary share immediately prior 1o the date of grant.

i The irish savings-related share option scheme (2000} permits the grant to irish employees of options ir: respect of ordinary shares finked 1o 2
building sccigty/bank save-as-you-gamn contract for a term of thres or five years with contributions from employess of an amount batween
€12.70 and €317.43 per month. Opticns are capabie of being exercised 2t the end of the thres and five year period at a subscription price
not less than 75% of the middle marret quotaton of an ordinary share immediately prior to the date of grart

it “he executive share option scheme (1984) permittec the grant of options in respect of ordinary shares to selected executives. The scheme

expired after ten years on % November 1594, Options were generally exerciseble between three ang ten yezrs from the date of grant at &

subscription price determined by the Board but not less than the middle market quotation within the period of 30 days prior to the date of
zrant Some options have been granted at a discount of {5% of the standard option price but the option holder may take advantage of that
discount onty If, in accorcence with investor protection ABI guidelines, certain targets related to earnings per share zre achieved.

iv The executive share optior scheme (1994) was acopted on {7 October '994. The principal difference between this scheme and the previous
scheme is that the exercise of cpuons wili normally Be conditional upon the achievement of & specified performance target related o the
annual percentage growth in eamings per share over any three year period. There will be no discounted cpticns granted under this scheme.

v The uripproved executive share option scheme (1956} was adopted on 7 june 1996. This scheme was introduced following legisiative changes

which fimited the number of options which could be granted under the previous scheme. As with the previous scheme. the exercise of options

witl normally be conditional upon the achievement of a specified performance target related to the annual perceriage growth in earnings per

share over any thres year period. There will be ne discounted options granted under this scheme.

vi The international exezutive thare option scheme was acopted on 20 May 1994. This scheme permits the grart io selected non-UK executives
of options to acauire ordinary shares on substantiaily the same basis as their UK counterparts. Options are normally exercisabie between three
and ten years from their grant &t a price of not less than the average of ine middie market quotations for the ordinary shares for the three
cealing c¢ays immediatety preceding thet grant and will normally be conditicnal on the achievement of a specified performance target

determined by the Remunerst:ion Committee when the options are granted. There will be no discounted options granted under this scheme.

The company has granted outstanding options in connection with the six schemes as follows:

Savings-related share option scheme (1981) Number of Shares

executives and under opticr Subscription
Date of grant emalovees 23 Fez 2002 arice {pence)
21 Cerober 1996 852 2236333 20

¢ Octover (997
29 October 1998
28 Ociober 1999

26 October 2000

2 Novambper 200!

P . [
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NOTEZ 26 Share options <oatinued
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Irish savings-related share cption scheme (2000)

Date of grant

Numper of
exec tves ang
empioyesas

Shares
ynder opricn
L3 Feb 2002

Subscripiion
price {pence;

2 june 20C0 ~ IS 1941894 i63.0
26 Octoper 2000 872 561,385 198.0
8 November 200! 777 £48,573 196.0

Tesco PLC has taken advantage of the exempticns applicabie to Iniand Revenue approved SAYE share option schemes and equivalent overseas

scheres under Urgent lssues Task force Absiract 17 {revised 2000), Employee Sharz Schemes’,
[t Pio)

Executive share option scheme (1984) Shares
) Number of under cotion Subscription,
Date of grant execLtves 22 Fedb 2002 orice {pence}
29 May 1992 16 630.710 923
29 Ocober 1992 T ean | s
27 May 193 7 51,150 723
10 june 1994 B 48 1,349271 70
12 August 1594 _ | 471372 81.0
29 September 1994 ' 2 42,000 773
Executive share option scheme (1994) Shares
Numter of under cption Subscription
Date of grant executives 13 Feb 2002 orica {pence}
27 April 1955 5 638,625 90.3
I3 October 1995~ ) 104 2505401 104.0
26 June 2000 . ' 1323 11.29070C 205.0
2% April 2001 ' 1270 8028058 2270
Executive share option scheme (1996} Shares
Number of uncer cption Subscription
Dzte of grant execulives 22 Feb 2002 price (pence)
3 July 1996 » 4 888903 283
23 Septemper 1985 - ] Tiaa 3971506 597
17 April 1997 ’ o o 261 5083198 1177
-+ 7 Cerober 1997 ] N ) 14 2383434 1517
20 May 1998 ) B L 756 13279656 1767
30 September 1998 - Tt 25 1,167,566 ] 1640
28 January 1599 - 022 1702798 1780
daMaylees 7 823247 179.4
$ November 1999 _ T 352000471 1840
3G November 1999 - TR T ossee 1738
2 April 2000 j g 1342095
26 June 2000 o o B - 313 9,600,657 205.0
26 April 2001 T 099 16380089 2470
jnternational executive share option scheme (19%4) Shares
Numper of under cption Subscriptien
Cate of grant executives 23 7eb 20022 grice {pence}
7 Ocober 1957 . 62 1,109,190 1817
21 May 1958 ) 178 1,781,000 1765
38 january 1999 _ ] i 297 3.116500 176.0
2% May 1999 o ST e 520746 1794
2% lune 2000 o ' 200 | 45250 2056
3 Aprl 2000 T 449 419G+ 2470

aciend TR




-NOTE 27 Pensions

The Group has continuec to account for pensions in accordance with SSAP 24 and the disciosures :n (2} are thos2 requireg by that stancard.
FRS 17, 'Retirement Benefits', was issued in Novembe- 2000 but will nct e fully mandatory for the Group urtil the year ended 28 February
2004, Prior‘to this, transitioral gisciosures are required from the current vear These disclosures, to the extent not given in (2), are se!
out in (b).

(a) Pension commitments
The Group operates a fundec defined benefit pension scheme for emoloyees in the UK the assets of which are held as a segregated furd
and administered by trustess. The total cost of the scheme to the Group was £85m: (2001 - £71m).

o

An independent actuary, using the projected unit method, carried out the latest acwarial assessment of the scheme at S Aprit 1993,
The assumptions that have the most significant effect on the results of the vaiuation are those relating to the rate of retum on investments
and the rate of increase in salaries and pensions.

The key assumptions made were a rate of return on investments of 7.23%, a rate of increase in salaries of 4.50% and a rate of increase
in pensions of 2.75%, ‘

At the date of the latest actuarial valuation, the market value of the scheme’s assets was £1,297m and the actuarial value of these assets
represemed 96% of the benzfts that had accrued to membe-s, after allowing for expectec future increases in earnings. The actuarizi
shorfail of £53m will be met via increased contributions over a period cf 1§ years, being the expected average remaining service lifetime
of empioyed members. The next actuarial valuation is due at 3! March 2002.

Until 7 October 200!, the Group also operated a cefined contribution scheme for some emplovees which was introduced on 6 April
1988. The assets of the scheme are held separately from those of the Group, being invested with an insurance company. The pension cost
recresents contributions payabie by the Group to the insurance company and amounted to £12m (2000 — £20m). There were no material
amounts outstanding 10 the insurance company at the year end. Members of the scheme as at 7 October 2001 moved ¢ the defined benefit
scheme Tor future benefit accrual.

The Croup operates a number of pensicn schemes worldwide, some of which are defined contribution schemes. The contributions
payable for non-UK schemes of £7m (2001 ~ £7m) have teen fully expensed against orofits in the curremt year A defined benefit scheme
operates in the Republic of irefand. At the latest actuarizl valuation at | April 2001, the market value of the scheme’s assets was £55m and
the actuarial value of these assets reoresented 122% of the benefits that had accrued tc members, after aliowing for expected future

increases in earnings.

(b) FRS 17,'Retirement Benefits’

Tiwe valuations used for FRS 7 disclosures have deen based on the most recent actuarial valuations and updated by Watson Wyett Partners

25
10 taice account of the reguirements of FRS 17 in crder to assess the lizbilities of the schemes at 23 February 2002. Scheme assets are swated
at their market value a1 23 February 2002. Buck Consultants (irefanc} Limited have updated the most recent Repubiic of irefend valuation.
The iiabiiities relating to post-reticement heafthcare henefits {note 28) have aisc been determined in accordance with FRS (7.

The major assumplions, on a weighted averags basis, used by the actuaries were salary increases of 3.6% per annum. price indation of

2.3%, an increase of 2.3% oer annum for pensions in payment and for deferred pensioners and a discount rate of 5.8%.
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NOTE 17 Pensions continued

The assets in the schemes and the expecies rates of return at 23 February 200

1 were:

Long-term Market

rate of value

’ expected rewrn im

Equities i 7% 1002
Bonds . 5.8% 433
Property A o . £.4% 31
Cther . _ 34% “8 |
Total market value of assets 1,574
Present value of scheme liabiitties ) ) ) (1,758)
Deficit in the scheme . (185
Related deferred tax asset - full provision oasis {FRS 19) o 57
Net pension liability - 127
Group net assets B i e _ L
Net assets excluding pension liabiiity ) T T —.—".%,Eéé-
Pension liabilizy ' ) (127)
Net assete inciuding pension lizbility - 5429

Group reserves .

Profit and loss reserve excluding pension liability o _ ' 3,136
Pension liability o T T T o
Profit and loss reserve including pension liability 3.509

Had the company adopted FRS |7 in full for the year ended 23 February 2002, the profit and icss charge is not expected to nave been

materially different from the current cost under SSAP 24 shewn above.

NOTE 28 Post-retirement benefits other than pensicns

The company operates a scheme offering post-retiremerit Nealthcare tenefits. Tnhe cost of previding for these benefits has been accounied
for cn a basis similar to that used for defined benefit pension schemes. '

The liability as at 23 Feoruary z002 of £6.%m, which was determined in accordanca with the advice of qualified actuaries, is being spread
‘orward over the service lives of reievant employees and £0.3m (2001 — £1.0m) has been charged to the profit and loss account. An accrual of £5.3m

(2CC| - £50m) is being carried in the baiance sheet 't s expected that payments will be tax deductible, at the company's tax rate, when made.

NoTE 29 Capital commitments

At 23 February 2002 there were commitments for capital expenciture contracted for out not provided of £674m (2CC1 — £725m), principally

relzting 10 the ovérseas stcre develcpment programme,
g ! progl

Nnete 30 Contingent liabilities

Cartain bank loans and overdraft facilities of joint ventures have Seen guaranteed by Tesco PLC. At 23 February 2001 the amounts

2utstanding on hese facilities were £12m (2001 - £:2m),

The cempany has irrevocably guaranteed the tabiilties as cefined in Section 5(c} of the Republic of 'reland (Amendment Act) 1988

of various subsidiary undertakings incorporated in the Reoublic ¢f ireland.

st R



nNoTE 31 Related party transactions

During the year there were no material transaCiions or amounts owed or owing with any of the Groups key management or members
of their close famiy.

During the year the Group traded with its |2 joint ventures: Shopping Centres Limited, 8LT Properties Limited, Tesce BL Holdings Limited. Tesco
British Land Property Partriership, Tesco Personal Finance Group Limited, Tesco Home Shopping Limited, iViiiage UK Limited, dunnhumby Limited,
The WNutri Centre Limited, Tawan Charn'Yang Develepments Limited, Retail Property Company Umited ang Tesco Card Services Limited. During the
vear the Group aliso traded with its four associates: Broadfields Property Management Limited, Clarepharm Limitec, GroceryWorks Holdings inc. and
Hussman (Hungary) Kt The main transactions during ine year ware.

Equity funding of £26m {2001 = £34m) in joint ventures and £16m (2001 - nil) in associates.

The Group made loans to joint vertures of £27m (2001 -- Zlem), 2rd has been repaid loans by joirt ventures of £2m (2001 ~ £10m). loire

ventures have loaned the Group nil (2001 - £2m). The Group has outstanding 'oan balances due rom joint ventures of £68m (200 - £43m)

I 1e78)

and outstanding loan balances due to joint ventures of L2m {2001 — £2m) at 23 Febryary 2002

fia

The Group made purchases of £43m {2001 - £36m) from joint ventures and associates.

v The Group has charged joint Jertures an amoun: totaling £26m (2004 ~ £21m) in respect of services, ican interest ard 2ssets transferrad, of
which £3m (2001 — {2rn) was outstanding st 23 February 2002. At the prior yezr enc an amount of £1m reiating to group refief was outstanding
(2002 - nif),

v In the prior year; the Group soid a property tc BLT Properties Limited for £14m and acquired a property from BLT Properdes Limited for £15m.

There were no transactions of this nature in the current vear

NOTE 32 Reconciliation of operating profit to net cesh inflow from operating activities

£m in
Operzting proft e - 1322 s
Depreciation anc goodwill amortisation | e - 534 ’ 474
increase in goods held for resaie R ' o . o ‘x (93) 074
Decrease in deveiopment property o _ . gzg
increasa in debtors o o - l. (88) - anl
increase in wade creditors } o _ ’ 262 287
Increase in other creditors . _ o “ 67 172 l‘
Decrease in working capital () 182 998
Net cash inflow from operating activities _ 2038 1937

The decrease in working czpital includes the impact of transizting foreign currency working capital movements at average exchange rates rather than year enc
exchangs rates,

{z

NOTE 33 Analysis of changes in net debt

A1 24 Fep Other acn- Exchange At 23 Feb

209 Cash flow cash changes movements 200z

£m im im im im

Cash at bank and in hand o 279 N 163 - 3 445
Overgrafis _ (8 B - ~ =
T - i 271 7 _ 3 43
Maney market investments znd depcsits 3 225
Bank and other ioans o 2 (1,274
Finance lezses - - )
Debt cue within one year R p (i.48%)
Bank and other | I 3 2727
:r:;nce leases o - (14
Debt due after one year ’ i8 i6 (2.741)
(2.804) (748) (267 ! (3.560)
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Year ended February 1958 199 plved] 2001 20672
Rectated
Financial statistics im e )
Group sales 17,773 18,548 20358 22773 25,654
Turnover excluding YAT
UK 14971 15835 ]
Res:- of Eurcoe 1,481 1,167
Asia - 156
16,452 17,158
Underlying operating profic? i
UK 878 919 993 ':00 213
Restof Eurcoe L2 Y 750
Asia -~ (2) (h 4 29
e 912 g65 1043 1,i74 1,332
Operating margin N '
UK i 5.8% 8 S9% €.0% 6.0%
Rest of :.;rope ! 25% 4.1% 3.7% 4.0% 4,1%
Asia I - 3% (0% 0S%  21%;
1 e 5.6% 55% 5.5% 2 6%
nd 2 © 6 A L 2
Net interest payame (74) {50) (3% (123 {(iS2)
Unoeriylng pre-tax PI’Oﬁ‘LL 832 881 9E5 1.070 1,221
anc integration cost L)) (28) o =
chg_v_vlll amoriistion_ - (5) 7y ® 09
Né{ toss on disposal of discontinued ooﬂrmor‘s &) - - - -
Nert loss on disposat of fixed assets {(h {8) (%) {8}
Prefit on ordinary actvites before waxation 760 842 L5333 _i05+  1ae
€25 I CET) B €20 N CEE) I 1),
Mincrity ir;terests - \ - ] : -
Profit for the financial year 532 605 §74 722 820
Croup enterprise value 12556 13528 13,521 21,590 21,290
Adjusied diluted earnings per share ¥’ 8.84p 9.37p 10,i8p 10.66p (2. 140
Adjusted earnings per share *7 9.05p 9.59p _103é6p  1087p ]“2A,33p/_
Dividerd per share 3870 412 448 498 5400
Return on sharenclders nds™  213%  313%  209%  227%  232%
Ret—t:r-r or capitai emoloyeg ™ . . 18. ”“}o_ O 172% 16.1% l6. %" 16.1%

Group statistics

Number of storas

781“

Total tales area - OOC 5q_ Ft 18254 21,353 24039 62 32 4°|
Fuil-time equivalent employess 15,127 126914 34896 i32,2|0 ‘?l.794
UK rewail statistics o . e e e
Numoer of stores 518 639 659 592 75
Total sales grea-0CCsq® 05215 {5975 5895 17965 18822
Average store size (sales area - sq &) 28,450 3,627 26641 27636 28378
Fuli-time equivaient amployees ** 56,94 104,772 108,409 113,958 E-ZI .272"
UK rerail preductivity £ o o
umover per employes ' 15755 151138 156227 iEliel 135348
Profit per empioyee 2755 8771 5,160 5649 i0C02
Wages oer emloyes " 15079 1271 15600 16087 1532}
Weekly sales per sg ft1 20,48 2108 21.4% 2204 3233

notes

53 wask period.

Excluoes imegration costs end geodwill |
amortsation. Cperaang margin s
based upon turnover exclusive of VAT,
Urcerlying profit, adjusied and
zdjusted ciluted, earmungs per share
exclude net loss on dispesal of fixed
assets, iCss on Qisposal of discontinued
operations, irefang integration costs
and googwill amertisaton.
Represents less on discosal

of aiscontinuec coeratons,

Market capitalisaiicn plus net debt.
Undertying prafit givided ty average
sharehoiders’ funds.

Profit divided by average capital
empioyed excluding net debt.

Store sizes exclude icbby and
restaurant areas,

Averzge sicre size exciudes

Zxpress stores.

Bated on average number of fuil-
time equivalert employess in the UK

3ased on tumover endusive of VAT
operzting profit and -otai stafi cost
per fuil-dme equivaient employee,
Based on weighted average saies
area ang sales excluding property
cevelopment.

2002 and 2001 statistics nave been
caicuiates based on the adeption cf
FRS 19, Deisrred Tax'. See note !
on page 24
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GROUP SALES ¢m
*52 wasks pro torma

FINANCIAL HiGHLIGHTS

“_‘-UPSALES o ‘UPI Io9%

%
GROUP PROFIT BEFORE TAX! up I 2 o 0 (o

: | o/ 57 98 95 00
EARNINGS PER SHARE ** upP I I ° I O

GROUP PROFIT
BEFORE TAX (m

O/ *52 weeks pro forma
DIVIDEND PER SHARE UP I I ¢2 O

20,358

14,984
; 17.447%
18,546
S ISR 72,773
oAy

750
817*
891
955

(before integraticn costs.
goodwill amortisasion
and net loss on disposal
of fixed assecs)

EARNINGS
PER SHARE Pence
#51 weens pro forma

=
52 weeks 52 weeks s oS
R &

o «@

~
Group sales {inciuding value added tax) {{m) 22,773 20,358
Profit on ordinary activities before tax ' (tm) 1,070 G955 i
Earnings per share’ (p) 11.31 10.18
Dividend per share (p) 498 4.48 (adjusced dilures:
Group enterprise value (markes capicalisation plus net debt) {£m) 21,590 13,591 97 58 83 00 o1
t Excluding net loss on disposal of fixed assers, integration costs and goodwill amortisatian,
£ Adjusted diluted.

L1{oMelif { }§ ]
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TESCO PLC

2001 2000 Change
Group summary £m im %

Group sales
{including value added tax) 22773 20358 (19

Group operating profit
(prior to integration costs

and goodwill amortisation) 1174 1,043 126
Profit on ordinary activities before tax! 1,070 955 12.0
Adjusted diluted earnings per sharet 1E31p 10.18p LI
Dividend per share 498p  4.48p 12

i Excluding net loss on disposal of fixed assets, integration costs and goodwill
amortisation

GRQUP

PERFORMANCE (m
*52 weeks pro torma

m
~
o
o A
- ¥ 5
§aR
. ©
g =
o
~
Group sales il
UK retail sales i §
&
$7 98 99 00 ol
CAPITAL

EXPENDPTURE im

-
<
o
Group IR
K

97 93 ¥

1,067
1,488

758
8414

848
989

8

TESCO SHARE
PRICE Pence

T 2710

i

i t
i {
'lr"lar 00 Jun 00 |Occ 00 (Dec 0O ‘Feb )

This operating and financial review analyses the
performance of Tesco in the financial year ended
24 February 200]. It also explains other aspects of the

Group's results and operations ‘including taxation and
treasury management.

Group performance
Group sales including VAT increased by 11.9% to £22,773m
(2000 - £20.358m). .

Group profit on ordinary activities before tax (excluding the
net loss on disposal of fixed assets, integration costs and goodwill
amortisation) increased by !2.0% to £1,070m.

Group capital expenditure was £1,944m (2000 - £1.488m)
including £200m for the re-purchase of UK stores previously parl
of sale and leaseback agreements. UK capital expenditure, was
£1,206m. including £705m on new stores and £175m on extensions
and refits. Total international caprtal expenditure was £738m
including £390m in Asia. In the year ahead we see Group capital
expenditure increasing slightly to £2.0bn, including £200m of further
store buy-backs.

Group net debt in the year increased by £744m to £2,804m
(2000 ~ £2.060m). with gearing increasing to 52% (2000 — 43%%),

Group interest and taxation

Net interest payable was £125m (2000 '~ £99m). Additional

Borrowings to fund our investment plans resulted in this increase.
Corporation tax has been charged at an effective rate of

27.3% (2000 - 27.8%). Prior to accounting for the net less on

disposal of fixed assets. integration costs and goodwill amor-

tsation, our underlying 1ax rate was 16.9% (2000 - 27.4%).

Shareholder returns and dividends

Adjusted diluted earnings per share (excluding the net loss on
disposal of fixed assets. integration costs and goodwill amortisation)
increased by 11.1% to 11.31p (2000 — 10.18p). .

The Beard has proposed a final dividend of 3.50p (ZOOO -
3.14p) giving a total dividend for the year of 4.98p (2000 - 4.48p).
This represents an increase of | 1.2% and maintair{s dividend cover
at 2.27 times.

Sharehelders' funds, before minority interests, increased by £587m,
This was due to retained profits of £427m and new shares issued less
expenses of £162m, offset by losses on foreign currency translatien of
£2m. As a result return on shareholders’ funds was 21.1%.

Total shareholder return, which is measured as the percentage
change in the share price plus the dividend. has been 28.5% over

the last five years, compared to the market average of 12.5% and

has been 19.2% over the last three years. compared to the market
average of 5.3%. In the last year. total shareholder return in Tesco
was 62.2% compared to the market average of (0.2)%.




UK

UK sales (exciuding property development sales) grew by 8.5% 1o
£19,880m (2000 - £18.331m) of which 4.8% came from existing
stores and 3.7% from net new siores. Existing store growth has beer
driven by strong volumes as we have seen zero inflation in total and
deflation in our core business.

Our customer focused strategy and commitment to value have
delivered increased market share and we see plenty of apportunity
for future growth.

UK operating profit was 10.8% higher at £1,100m (2000 -
£993m) with an operating margin held broadly fiat at 6.0%.

The tesco.com operations achieved sales of £237m (2000 - |

£52m) and a loss of £3m = both in line with the expectations we
set out in May 2000. Within this, grocery home shoppiné continued
10 be profitable.

e development In the year we opened 48 new stores
Q, .ng four Extras, nine Superstores, 16 Compacts. one Metro
and |8 Express stores. In total we opened |.3m sq ft of new space

and expect 1o open a similar amount in the current year,
UK fact file

POPULATION 60
NUMBER OF STORES 692
SQUARE FOOTAGE 000s 17,965
STORES OPEMEDISQ FT ADDED 48 ) 1,198,000

CAPITAL EXPENDITURE {m . 1,206
RETAIL TURNOVER £m 19,880
OPERATING PROFIT £m 1,100

. 2001 2000 Change
UK performance im im %
Retail sales

(including value added tax) 19,880 18331 8.5
Operating profit 1,100 993 10.8

TOTAL
SHAREHOLDER
RETURN %

~
~
")
lﬁ
]
~
| RS
W rmarket
0.1 £3 12

| year 3 years 5 years

_ 19.2

UK SALES GROWTH %
*52 weeks pre forma

37 S8 99 00 ol

——
o
~
UK sales arey opened
including Express

12.8
12.7*

8.0
7.4

A 5.5

N ot
B like-loc-like

UK SALES AREA
OPENED 000 saft

S MR 403

& IR 50

2 M 537
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TESTO P

2001 2000 Change
Rest of Europe performance im £m %
Reztail sales
(including value added tax) 1,970 1527 29.0
Operating profit 70 51 37.3
NUMBER OF
EUROPEAN
HYPERMARKETS
R
z
«
= I
n
58 %9 00 .0l
2000 2000 Change
Asian performance £m £in %
Retail sales
(including value added tax) 919 497 849
Operating profit/(loss) 4 1)) n/a

NUMBER OF ASIAN

HYPERMARKETS

W

o~
~

I 0

Rest of Europe

In the Rest of Europe total sales rose by 29.0% to £1.970m

(2000 ~ £1,527m} and contributed an operating profit of £70m.,
up from £51m last year,

Retail sales in the Republic of treland in loca) currency grew -

by 6.7%, and our customers continue to benefit from the extended
range, improved service and better value.

in Central Europe total sales at constant exchange rates
were up 85.8%. Both the region as 2 whole and our lead country,
Hungary, maved inta profit. We opened |7 hypermarkets in the
year gving us 36 in total with S.tm sq fi

Rest of Europe fact file

POPULATION
NUMBER OF STORES
SQUARE FOOTAGE 000s

T0m
183
6,754

STORES O?ENEDISQ FT ADODED 19 ¢ 1,927,000

CAPITAL EXPENDITURE £m
TURNOVER £m
OPEM:HNG PROFIY £m

348
1.97¢
70

Asia

In the year, cur Asian businesses had sales of £319m (2000 -
£497m). up 84.9% or the previous year and made an operating
profit of £4m (2000 - £1m loss).

Our Tesco Lotus business in Thailand is profitable, nbw
comprising 24 hypermarkets and. in local currency. has showa
strong sales growth of 56.9%. We currently have 2.8m sq ft of
selling space in Thailand which will increase to 3.6m sq ft by the
end of 2001.

In South Korea, we opened five hypermarkets in the the space
of 65 days.We now have seven hypermarkets open with total sales
in local currency up 125%. In Taiwan. we acquired our first store in
December 2000 which will give us valuable early experience for
our future development programme. We will open two new storas
in 2001.

[n Malaysia, with our partner we are awaiting regulatory
approval 1o start our hypermarket development programme.

We continue 1o research in Ching and Japan.

Asia fact file

POPULATION
NUMBER OF STORES

130m
32

SQUARE FOOTAGE 000s 3,643
STORES OPENEDISQ FT ADDED ’ 13 ¢ 1,386,000
CAPITAL EXPENDITURE &m 90
'TURNOVER £m 19
OPERATING PROFIT £m 1
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. e NUMBER OF TESCO
joint ventures PERSONAL FINANCE
Our total share of profits from joint ventures was £2Im ACCOUNTS million

compared to £11m last year.

Within this. our share of Tesco Personal Finance profits was

e
~
r'e N
£3m (2000 - £4m loss). .
Financial risks and treasury management
The treasury function has been formally authorised by the Board to ; ‘
o0 Ql

manage the financial risks that arise in relation to underlying business

needs. The Board establishes the function’s policies and operating

Mg ¢
P 0.5

parameters and routinely reviews its activities, which are also subject
1o repular audit The function does not operate as a profit centre | 9% 99
and the undertaking of speculative transactions is not permitted.
The main financial risks faced by the Group relate to the
availability of funds to meet business needs, the risk of default
‘nterparties to financial transactions {credit risk), and
Q a0ns in interest and foreign exchange rates. These risks
are managed as described below. The balance sheet positions at
24 February 2001 are representative of the positions throughout
the year

Funding and liquidity
The Group finances its operations by a combination of retained
profits, bank borrowings. commercial paper, medium term notes.
long-term debt market issues and leases. The objective is to ensure
continuity of funding. The policy is to smooth the debt maturity
profile, 10 arrange funding ahead of requirements and 1o maintain
sufficient undrawn committed bank facilities and a strong credit
rating so that maturing debt may be refinancec as it falis due.
The Group's long-term credit ratings from Moody's and Fitch
are AA3 and AA respectively, consistent with last year. During the

year new funding of £700m was arranged including net new

ommitted bank facilities of £115m and medium term notes with
. wing principal values and maturity dates, £200m 2016. and
£150m 2010.At the year end net debt was £2.8bn (2000 — £2.1bn)

and the average debt maturity was seven years (2000 — seven years).

THEOPL B
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Interest rate risk management
The objective is to avoid significant exposure to increases in
interest rates. Forward rate agreements, interest rate swaps and
caps are used to achieve the desired mix of fixed and floating rate
debt. The policy is to fix or cap between 30% and 70% of actual
and projected debt interest costs, although a higher percentage
may be fixed within a 12-month horizon. Forward start interest
rate swaps may be used to manage projected debt interest costs
where appropriate. At the year end, £1.3bn, 47%, of net debt was
in fixed rate form (2000 ~ £0.7bn. 32%), with a further £100m, 4%,
of net debt capped. as datailed in note 2. Fixed rate debt includes
£200m of Retail Price Index linked funding implemented during
the year to reduce interest rate risk by di'versifying our funding
portfolio. The balance of the debt is in floating rate form.

The average rate of interest paid during the year was 6.6%
(2000 - 6.8%). A 1% rise in UK interest rates would reduce profit
before tax by less than 2%. Changes in interest rates in other

currencies would have no significant impact. on Group prefits.

Foreign currency risk management
Our principal objective is to reduce the risk to short-term profits
of exchange rate volatility. Currency exposures that could signif-
icantly impact the profit and loss account are hedged, typically
using forward purchases or sales of foreign currencies. We also
seek to mitigate the effect of currency movements reducing the
value of our overseas investments by arranging borrowings
{either dirécﬂy or via foreign exchange transactions). in matching
currencies where this is cost effective. Our objectives are 10
maintain a low cost of borrowing and retain some potential
for currency related appreciation while partially hedging against
currency depredciation.

During the year currency movements had minimal impact
on profits and decreased net assets overseas by £2m. At the

year end forward foreign purchases of £220m viere outstanding
{2000 — £44rn). See note 20.

Credit risk

The objective is to reduce the risk of loss arising from default by
parties to financia) transactions. The risk is managed by spreading
financial transactions across an approved list of counterparties of
high credit quality.The Group's positions with these counterparties

and their credi ratings are routinely monitored,

Economic Monetary Union
Qur aim is for all the relevant parts of the Group 1o be able to
handle business in euros when required. Project teams continue
to address the issues arising from EMU and current progress is in
fine with the tmetable set by the Group.

We are gaining valuable experience of the EMU process from
Tesco Ireland. We will draw upon this learning if and when other
Group companies are impacted by the introduction of the eurc.

=



The Directors present their annual report to shareholders on the
affairs of the Group together with the audiied consclidated financial
statements of the Group for the 52 weeks ended 24 February 2001,

Principal activity and business review

The principat activity of the Group is the operation of food stores
and .associated activities in the UK Republic of Ireland, France.
Hungary, Poland. Czech Repubiic, Slovakia, Thailand. South Korea and
Taiwan. A review of the business is contained in the Annual Review
and Summary Financial Statement 2001 which is published separately
and. together with this document, comprises the full Tesco PLC

Annual Report and Financial Statements.

Group results

surnover excluding VAT rose by £2.192m 10 £20.988m.
Q ting an increase of 11.7%. Group profit on ordinary activities
before taxation. integration costs, loss on disposal of fixed assets and
goodwill amortisation was £1.070m compared with £935m for the
previous year, an increase of |2.0éé4 Including loss on disposal of fixed
assets and goodwill amortisation. Group profit on ordinary activities
before taxation was £1,054m. The amount aliocated to the employse
profit-sharing scheme this year was £44m as against £4im last year
After provision for tax of £283m, minority interests of £im and

dividends, paid and proposed, of £340m. profit retained for the
financial year amounted to £427m.

Dividends

The Directors recommend the payment of a final dividend of 3.50p
' per ordinary share to be paid on 29 June 2001 to members dn the
‘ Register at the close of business on 20 April 2001, Together with

the interim dividend of 1.48p per ordinacy share paid in December

0005 the total for the year comes to 4.98p compared with 4.48p for
. ous year. an increase of 11.2%.

Tangible fixed assets

Capital expenditure amounted to £1,944m compared with £1,488m
the previous year. In the Directors opinion. the properties
of the Group have 2 market value in excess of the book value of
£8.241m included in these financial statements.

Share capital

The authorised and issued share capital of the company. together
with details of the shares issued during the period. are shown in
note 23 1o the financial statemenis.

Company's shareholders

The company is not aware of any ordinary shareholders with
interests of 3% or more.

Directors and their interests

The names and biographical details of the present Directors are
set out in the separately published Annual Review and Summary
Financial Statement 2001,

Mr C L Allen, Mr P A Clarke, Dr H Einsmann and Mr G F Pimiott
retire from the Board by rotation and being eligible offer themselves
for re-election.

Mrs V Morali being appointed during the year will also retire and
offer herself for re-election.

The service contract of Mr P A Clarke is terminable on two
years' notice from the company.

Mr C L Allen, Dr H Einsmann, Mr G F Pimiott and MrsV Morali
do not have service contracts. ‘

The interests of Directors and their immediate families in the
shares of Tesco PLC, along with details of Directors’ share options,
are contained in the report of the Directors on remuneration set out
on pages 12 to 16.

At no time during the year did any of the Directors have a
material interest in any significant contract with the company or any
of its subsidiartes.

Employment policies

The Group depends on the skills and commitment of its employees
in order to achieve its objectives. Staff at every level are encouraged to
make their fullest possible contribution to Tesco success.

A key business priority is to prowide First Class Service to
the customer. Ongoing training programmes seek 1o ensure that
employees understand the Group's customer service abiectives and
strive to achieve them.

The .Group's selection, training, development and promotion
policies ensure equal opportunities for all employess regardless of
gender. marital status. race. age or disability. All dacisions are based
on merit.

fnternal communications are designed 10 ensure that employees
are well informed about the businass of the Group. These include a
staff magazine called Tesco Today, videos and staff briefing sessions.

Staff attitudes are frequently researched through surveys and
store visi['(s. and management seexs to respond positvely to the
needs of employees.

Empioyees are encouraged tc become invelved in the financial
performance of the Group through 2 variety of schemes, principally
the Tesco employee profit-sharing scheme and the savings-related
share option scheme.

TESCO PLC
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Political and charitable donations

Contributizns 1o community projects and 16 charity amounted to
£1,448,0C0 (2000 - £1.485,000). There were no political donations.

Supplier payment policy
Tesco PLC is 2 signatory to the CBI Code of Prompt Payment. Copies
of the Code may be obtained from the CBI, Centre Point, 103 New
Oxford Street, London WCITA 1DU. Payment terms and conditions
are agreeg with suppliers in advance.

Tesco PLC has no trade creditors in its balance sheet. The Group
pays its creditors on a timely basis which varies according to the type
of product and territory in which the suppliers operate.

Going concern
The Directors consider that the Group and the company have
) adequate resources to remain in operation for the foreseeable
. fiture and have therefore continued to adopt the going concera
basis in preparing the financial statements. As with all business
forecasts the Directors’ statement cannot guarantee that the going

concern basis will rernain appropriate given the inherent uncertanty
about futue events,

i PR

Auditors

PricewaterhouseCoopers have expressed their willingness to
continue in office. In accordance with section 384 of the Companies
Act 1983 a resolution proposing the re-appointment of
PricewatermouseCoopers as auditors of the company will be put to
the Annuz’ Gene-al Meeting.

Annual General Meeting

A separate circular accompanying the annual accounts explains the
special business 10 be considered at the Annual General Meeting
on |5 June 2001.

.‘ : By Order of the Board
Rowley Ager \ *
Secretary )( N\ — X
9 April 260! :

Tesco PLC

Registerec Number: 445790




Statement of application of principles

of the Combined Code

The Group is committed to high standards of corporate governance.
This statement describes the manner in which the company has
applied the principles set out in the Combined Code on Corporate
Governance.

Directors
The Board of Tesco PLC comprises eight Executive Directors
and six independent Non-executive Directors. The Chairman,
Mr | A Gardiner, is an independent Non-executive Director who has
a primary resporsibility of running the Board. The Chief Executive,
Mr TP Leahy. has executive responsiilities for the operations,
results and strategic development of the Group. Clear divisions of
accountability and responsibility exist and operate efiectively
for these positions. In addition. Me G F Pimlott is the senior
~xecutive Director. The Board ensures that no one individual or
. sominates the decision-making process.

-The full Board meets ten times a year and annually devotes two
days o a conference with senior executives on longer term planning
giving consideration both to the opportunities and risks of future
strategy. The Board rnanages overall contro! of the Group's affairs by
the schedule of matters reserved for its decision. Insofar as
corporate governance is concerned, these include the approval of
financial statements, major acquisitions and disposals, authority levels
for expenditure, treasury policies. risk management policies and
succession plans for senior executives. To enable the Board to make
considered dedisions, a written protocol exists and has been
communicated to senior managers ensuring that relevant information
is made available to all Board members in advance of Board meetings.
All Directors have atcess to the services of the Company Secretary
and may take independent professional advice at the company's
expense in the furtherance of their duties.

The Board deiegates day-to-day and business management

9: - 1o the Executive Committee which comprises the Executive
irectors, This meets formally every week and its decisions are
communicated throughout the Group on a regular basis. The
Executive Committee is responsible for implementing Greup policy,
the monitoring and performance of the business and reporting to the
full Board thereon. )

Appointments to the Board for both Executive and Non-
executive Directors are the responsibility of the Nominations
Committee which is chaired by Mr | A Gardiner and whose members
are set out in the table on page | 1.

As exemplified by the section on 'Directors and their interests' within

the Directors’ report on pages 7 and 8, the company’s Articles of
Assotiation ensure that on a rotational basis Directors resign every
three years and. if they so desire and are eligible, offer themselves for
re-election.

The Board has also established a Compliance Committee whose
purpose is to ensure that the Board discharges its obligations to avoid
civil and criminal hiability. The Committee, comprising two Executive
Directors and three members of senior management, normally meets
four times 2 year.

Directors’ remuneration

The Board has a long-established Remuneration Committee.
composed entirely of Non-executive Directors, which is chaired
by r C L Allen. The members are set out in the table on page i1.
The responsibilities of the Remuneration Committee fogether with
an explanation of how it applies the Directors’ remuneration
principles of the Combined Code are set out in the report of the
Remuneration Committee on pages 2 to |6.

Relations with shareholders
The Board attaches a high importance to maintaining good
relationships with all shareholders and, primarily through the Investor
Relations department, ensures that shareholders are kept informed
of significant company developments. During the year, Directors
have met with 81 of our leading sharehalders representing over
51% of the issued shares of the company.

While the focus of dialogue is with institutional shareholders to
whom regular presentations are made on company direction, care is

exercised to ensure that any price-sensitive information is released to

"all shareholders, institutional and private, at the same time as in

accordance with the Financial Services Authority requirements.

The Board regards the Annual General Meeting as an
opportunity to communicate directly with private investors and
actively encourages participative dialogue. Tne Chairman. Executive
Directors and chairmen of the Audit and Remuneration Committees
attend the Annual General Meeting and are available to answer
questions from shareholders present.

Each year end, every shareholder may choose to receive a full
Annual Report and Financial Statements or an abbreviated Annual
Review and Summary Financial Statement. At the haif year all
shareholders receive an Interim Report These reports, together with
publicly-made trading statements, are available on the Group's
website (wwwitesco.com/corperateinfo).

TESCO AL
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Accountability and audit

The Board has an Audit Committee, chaired by Mr JW Melbourn and
consisting entirely of Non-executive Directors, which meets a
minirum of three times a year, Membership of the Audit Committes
is set out in the table on page | 1. Its terms of reference represent
current best practice. The Committee’s primary responsibilities include
monitoring the system of internal control throughout the Group,
approving the Group's accounting policies and reviewing the interim
and annual financial statements before submission to the Board. In
terms of financial reporting, an assessment of Group performance is
set out in the operating and financial review on pages 2 to 6.
Internal contro!

The Board has overall responsibility for internal control, including the
system of risk management, and sets appropriate policies having
regard to the objectives of the Group. Executive management has
the responsibility for the identification, evaluation and management
of risks and for the implementation and maintenance of control
systems in accordance with the Board's policies.

The Board. through the Audit Committee, has reviewed the
effectivenass of the systems of internal control for the accounting
year and the period to the date of approval of the financial
statements, although it should be understood that such systems are
designed 1o provide reascnable but not absolute assurance against
material misstatement or loss.

The Group operates an objectives-driven approach aimed at
satisfying its core purpose and goals that translates into a rolling five-
year business plan, although strategic interests are also considered
over a much longer horizon. The five-year plan covers both revenue
and capital expenditure and forms the basis of business plans for all
parts of the Group. From this the Board, together with menitoring
regimes based upon a balanced scorecard, agrees the annual revenue
and capital budgets. The scorecard sets out targets for a wide variety
of key performance indicators and a quarterly review of achievement
is considered at Board level This process establishes the control
framework and risk appetite.

The capital investment programme is subject to formalised review
procedures requiring key criteria to be met All major initiatives require
business cases to be prepared, normally covering @ minimum period of
five years. Post-investment appraisals are also carried out.

At the macro level, the Board considers risk every time it meets
and significant risks are reviewed regularly The two-day Board
Conference, referred to earfier, considers where future opportunities

and risks lie and helps shape our corporate strategy going forward.

At an operational level, internal contrels have evalved over many years
and are subject to regular internal and external audit. Routines exist
which ensure that significant control failures or everts that represent
risks to the Group's objectives are escalated to senior management
and the Board, if necessary, on a daily, weekly and periodic basis to
allow timely corrective action to be taken. The Board acknowledges
that the Group operates in an ever-changing environment, both
externally in meeting the challenges in a competitive marketplace and
internally through the development of new business streams, systems
and procedures. The Board has established a change management
process that includes an evaluation of risks and an identification
of controls.

The Executive Committee sets aside sufficient time for an annual
assessment of the effectiveness of managing the key risks and takes
appropriate action depending upon the outcome of their assessment.
This is then communicated and discussed with the Board.

A programme of communication exists and is constantly being
developed to ensure that all staff are aware of the parameters that
constitute acceptable business perfermance and the expectations of
the Board in managing risk This provides clear definition of the Group's
purpose and goals, accountabilities, responsibilities and the scope of
permitted activities of companies within the Group, executive functions
and individual stafl. The Group employs over 240,000 people including
aver 1,600 senior managers. Management control is formalised at all
levels and is regulated by cascading limits of authority.

Underpinning the internal control process is the whole system of
monitoring risk and control. The monitoring of strategic and
operational risks are responsibilities of the Board and line managers
respectively, The internal audit function also operates on a risk-based
approach providing a level of expertise to management in fulfiing their
risk responsibilities and assisting in the map{:ing of risks and controls.
PricewaterhouseCoopers, our external auditors, contribute a further
independent perspective on certain aspects of the internal financial
control system arising from their work and annually report their
findings to the Audit Committee. Overall. the Audit Committge seeks
to ensure that the whole management processes provide adequate
control mechanisms over all major risks 1o the Group.

To ensure that the international expansion of the Group takes
place within agreed policies and procedures, two further control
committees have been established, reporting 1o the Audit Committee.
They focus on activities in Europe and Asia respectively.

Other specialist functions within the Group, notably Trading Law
and Technical and Company Secretariay, provide assurance and advice
on health and safety, regulatory and legal compliance and
environmental issues. These functions report their findings on a regules
basis to the Compliance Committee.




Pension funds

BOARD COMMITTEE Nominations Remuneration Audit  Compliance
The assets of the pension funds established for the benefit of the MEMBERSHIP Committee Committee  Committee  Committee
Group's employees are held separately from those of the Group. Both Independent
the Tesco PLC Pension Scheme and the Tesco PLC Money Purchase ergcgors
Pension Scheme are managed by a trustee company. lts Board Mr]AGardmer
comprises one Executive Director, three senior managers and five MrGFf_’xmlott ke s oane s« e eaes e e e reeon
members appainted from staff and pensioners. Management of the Mr]W Meloourn LA -
assets of the Tesco PLC Pension Scheme is delegated to a number of MrCLAlen
inde;:;endent fund managers. These fund managers have discretion to 0" HEnsmaon
invest in shares of Tesco PLC, but only to the proportional weighting
of the shares in the total market. Contributions to the Tesco PLC ~ Executive Directors = =
Money Purchase Pension Scheme are paid into insurance policies My ey e
administered by the Equitable Life Assurance Society. Details of MR S AR
pension commitments are set out in nole 26 to the financial Me P A Clarke *

statements on page 38.

‘ nt of compliance with the Code Provisions :
in the Combined Code

Throughout the year ended 24 February 2001 the company has

been in compliance with all the Code Provisions set out in Section |

of the Combined Code on Corporate Governance, except as with

regard to provision B.1.7 on the length of Directors’ service

agreements. The Remuneration Committee considers that the

current length of two years is both appropriale and necessary

aithough it reviews the matter every year.

TESCOPLE 11
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Directors’ remuneration policy

The remuneration packages. including contract periods, of Executive
Directors are determined by the Remuneration Committee (the
Committee). it ensures that the remuneration package 15 appropriate
for their responsibiiities, taking into consideration the overall financial
and business position of the Group, the highly competitive industry of
which the Group is part and the importance of recruiting and retaining
management of the appropriate calibre. The remuneration of the Non-
executive Directors is determined by the Board as a whole on the
recommendation of the Executive Committee after considering
external market research.

Compliance

The Committee is constituted and operated throughout the period in
accordance with the principles outlined in the Listing Rules of the
Financial Services Authority derived from Schedule A of the Combined
Code. In framing the remuneration policy, full consideration has been

given to the best practice provisions set out in Schedule B, annexed to -

the Listing Rules. The auditors’ report set out on page |7 covers the

disclosures referred to in this report that are specified for audit by the |

Financial Services Authority.

Details of Directors’ emoluments and interests, including executive and
savings-related share options, are set out on pages {310 |6,

The following summarises the remuneration packages for Executive
Directors. Copies of the Executive Directors’ contracts of employment
are available for inspection by shareholders as required.

Base salary and benefits

The base salary. contract periods. benefits (which comprise car
benefits, life assurance, disability and health insurance) and other
remuneration issues of Executive Directors and other senior
executives. are normally reviewed annually by the Committee, having
regard 10 competitive market practice supported by two external,
independent surveys.

Profit-sharing

The Group cperates an approved employee profit-sharing scheme for
the benefit of employees, including Executive Directors, with over two
years service with the Group at its year end. Shares in the company are
allocated to participants in the scheme on g pro rata basis to base salary
garned up 1o inland Revenue approved lirmits.

Executive incentive scheme

The company operates performance-related award schemes designed
to provide a growing element of variable reward to reflect the
performance of the Group. The schemne awards are made in shares and
align closely the interests of Directors and shareholders.

Long-term share bonuses are awarded annually, based on
improvements in earnings per share, achievement of strategic
corporate goals and comparative performance against peer
companies including total shareholder return. The maximum long-
term bonus is 50% of salary. Shares awarded have to be held for a
period of four years, conditional upon ¢ontinuous service with the
company. The share equivalent of dividends which would have been
paid on the shares is added to the award during the deferral period.

Short-term share bonuses are awarded annually, based on
improvements in earnings per share and on the achievement of strategic
corporate goals. The maximum short-term bonus payable is 25% of salary.
which is augmented by up to a further 125% of salary if the participants
elect for the trustees of the scheme to retain the fully paid ordinary
shares awarded for a minimum period of two years, conditional upen
continuous service with the company. The share equivalent of dividends
which would have been paid on the shares is added to the award during
the deferral period.

The Committee sets performance targets annually for the incentive
scheme for each of the criteria noted above, confirms achievement of
performance and awards 10 be made under the scheme and directs the
general administration of the scheme. The Executive Committee has
adopted a policy of extending the Group Board executive incentive
scheme to a wider body of senior executives within the Group. The
scheme rules and awards of this extension are administered on a
consistent basis as previousty set out for the Executive Directors.

The holding period for both the long-term and short-term shares
may be extended to seven and five )"ears respectively by the scheme
members, During this holding period, the shares held are increased by
12.5% at the beginning of each year based on the scheme shares held.
This holding period may be extended only subject to personal
shareholding targets set by the Committee being met by the scheme

members, conditional upon continuous employment with the company.

Share options

Executive Directors are included in executive share option schemes

(BSOS). and are eligble 1o join the employees’ savings-related share

option scheme (SAYE) when they have completed one year's service.
Executive options granted since 1995 may be exercised only

subject to the achievement of performance criteria related to growth in

garnings per share, in accordance with ABI guidelines.

sl TSR




Pensions Non-executive Directors
Executive Directors are members of the Tesco PLC Pension Scheme
which provides 2 pension of up to two-thirds of base salary on

retirement, normally at the age: of 60. dependent upon service. The

Non-executive Directors do not have contracts but each appointment
is subject 10 review every three years. Non-executive Directors receive

a basic fee plus an additional sum in respect of committee membership.
scheme also provides for dependants’ pensions and lump sums on  Mr ) A Gardiner has the benefit of the use of a company car.

death in service. The scheme is a defined benefit pension scheme,

which is approved by the Inland Revenue.

Service agreements

Executive Directors have service contracts with entitlernent to notice of
24 months, This notice period s renewed annually by the Remuneration
Committee and is regarded as an essential part of the remuneration

package, designed 1o retain key executives within the company.

!BL». 1 Directors’ emoluments

Incentive scheme

Profit-

Salary sharing Benefits Short-term Long-term
£000 £000 £000 £000 £000

Mr } A Gardiner 300 - 14

o Peahy e 7” e e e e i
MOERe el 8 .
T‘.']r. R-S“Agef - . Lo e e 126 e
G R e R i e
MrP R N T
DrHEnsmann 30 - - -

Mr | Gildersieeve B T D 7 >
MrATHgginson 40 8 Ao

Mrs L James @) L

WT)RMason A28 3 s s @s

Mr | W Melbourn T Ty i - - e,
! T I T T
>Fone.. O'Cathain () 1 - Ty

Mr G F Pimiost s -
M- DT Potts O o . S v S :
Mr | M Wemms () 138 8 19 :

4478 72 336 1,244 2,686 8816 7.73%
a Former Director. ’

b MrsV Morali was appointed 1o the Bozrd oa 18 September 2000,

¢ Baroress O'Cathain and Mr § MWemms retired from the Board on 15 june 2000
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TABLE 2 Gains made on share options

Number of shares a1 exercise price {pence) Value realisable

Price a1
exercise 200t 2000

61.7 59.7 66.0 96.3 177 1587 160.3 Tote! (pence) £000 £000

MeT P leany T T T
Mr D E Reid

MrPAChrke

165504 - oo eSS

MejGiderseeve - = ==t s ot = -
MeATHggnson =TT T Do onAlless alleda o
MrTJRMason T T D 84T - " T, 284745 -

MrDT

i A ‘ 206819
Mr M Wemms .

17.4,1997 710997 17.6:0997

Oate ¢ grant 2751993 10.6.1594 29.3.1994

The value realisable from shares acquired on exercise is the difference between the fair market value at exercise and the exercise price of the
options, although the shares may have been retained. Where individual Directors exercised options on different dates and sold the shares,
the price at exercise shown represents an average of the prices on these dates weighted to the number of options exercised. The market
price of the shares at 24 February 2001 was 27 lp. The share price during the 52 weeks to 24 February 2001 ranged from 169p to 286p.

TaBLE 3 Pension details of the Directors

Increase in accrued Transfer Accrued total

pension during  value of increase pensicn at

Age at Years of the year (a) during the year 24 Feb 2001 (b)

24 Feb 2004 service £000 £000 £000

MeT P Leahy e e &S w50 58S 386
R /i) B B B
Mr P A Clark
Mr ) Gildersleev

e

Mr AT Higginson () '

MrT J R Mason
Mr D T Potts

a3 The increase in 2icrued pension during the yea.r excludes any increase for inflation.
b The accrued pension is that which would be paid anaually on retirement at 60 based on service to 24 February 2001,

¢ Part of Mr AT Higginson's benefits, in respect of peasionable earnings in excess of the earnings limit imposed by the Finance Act 1583,
are provided on an unfunded basis within a separate unapproved arrangement.

it e




TABLE 4 Share options held by Directors and not exercised at 24 February 2001

Executive share options schemes (1984), (1994) and (1996) Number of shares at exercise price (pence)

723 {a) 72314) 700 (a) 810 () 90.3 1040 983 177

Sub-total

1517
MeTPleahy ...S%2l1 @ 51130 #1714 471372 398523 298256 523728

2 293 044

e e BT LT L L AL TICREIPRPTPPP N [ - |20 660
MrDERED e T AL A S W/ - 01308

MPACEke - -
Mr } Gildersieeve = - -

Mrﬁ?&%mwnwwmw,E'fmffEffffwfwmmw - - - - -

MrJ M Wemms (b) - - 87,141

,,,,,,,,,,,, S - m o e s isiss seerny

Date exerosatie {S) 25.1C.1995 A RET 10.6.1997 1281997

2741998 12.10.1998 1.2.199% 122200 7.10.2000

B £ S 5945§§f

n Immess 19ess

83, 460

299904

827033

Number of shares at exercise price (pence)

Sub-total bif 160.3 1767 164.0 178.0 179.4 173.0 20%.5 (c) 205.0 (c)

Totat

MeTPleahy 229304 - VI8BRL Dl 20117673 780487
Q Red | 83460 - - 9025 - 425827 117920 - 604878
' IS0~ BT 26B3 MSAT) - 36394 182508 390243

281

LSOl - Is0S¢6 selt0 3402 -
MrAT Higginson =~ 373584 63415 - - 78301
MeTJRMason 198669 - 149076 63415 25579 - 8786l

Mr D T Pom o - _ o 38 756” | 59 730.....,.
Mrj MWemms (b) 568,

b

Oatz exewisaze {3} 17402003 2152651 3c9.2¢01 28.1.2002 21352002 311.200° 2042000 W62002

A0 77683 360975
73988 - 517073 |
S T aesn
T
9 - 360978

2886537
12075330

1175104

932 8]2
ey
888 288

a Al of the options a1 72.3p may be exercised at 61.7p and in the case of Mr T P Leahy 25% of the options, and in the case-of Mr D € Reid 100% of the options at
70.0p and 81.0p respectively may be exercised at 59.7p and 69.0p respectively. as targets related to growth in earnings per share in accordance with'ABI guidelines

have been achieved.
b Position as at Mr ) M Wemmg' retirement on 195 june 2000.

¢ Options granted in the year.

d Date of expiry is seven years from date exercisabie, with the exzeption of the 98.3p. 117.7p. 151.7p and |60.3p options which expire four years from date exercisable

TESCO ALC
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7ABLE 5 Share options held by Directors and not exercised at 24 February 2001

Savings-related share option scheme (1981) Number of shares Value reafisable

As at As at Exercise price 2001 2000
26 Feb 2000 Granted Exercised 24 Feb 2001 pence £000 £000

MrTPleshy e WO JR352 8301980 - 7
MEDEREd o JB218 T T '62‘8____.. 830-151.0 - 7

Mr) Gldersieeve '0740 17ea - s
M_(_AT Higg‘nson 2235

_510 |9so e

MrDT Pos S 20700 0 700_ - 1980 35 -

Mr] MWemms &) 10,548

2 This snows the movement of options up to the date of Mr | M Wemms' retrement on |5 june 2000.

The subscription price for the savings-related share option scheme granted during the year was 198.0p and the option matures in either 2004
(three-year scheme) or 2006 (five-year scheme). The shares relating to options exercised in the year were all retained.

Between 24 February 200} and 9 April 2001 there have been no changes in the number of share options held by the Directors. For further
details on the company share option schemes see note 25.

taBLE & Disclosable interests of the Directors, including family interests

24 Feb 200t 26 Feb 2000

Options to Optiors to

acquire acquire

Ordinary ordinary Ordinary ordinary

shares shares shares shares

Mr) A Gardiner e e e L OOT2E8 D 06848 T

MeTPleay 180876 3459089 1527914 2659325
Mr D E Re:d

S 1486670
MrRSAger U
MrPAClarke

1000315

197832

SREEE : 729, 557
S e 329 B
MrATnggm.;éa; _____ e e e o L “
MrT|RMason . Ll

Mr W Melbourn -
Baroness O ‘Cathain (@ -

Mr G F melott ) .
Mr | MWemms (a) . l I97 736

89992 212503 7648
679,659 983456 679,659

2 Posiven at retirement on |5 june 2000,

Cptions 10 acquire ordinary shares shown above comprise options under the executive share option schemes (1984), {(1934),(1996) and the
savings-related share option scheme (1981) (note 25).

Between 24 February 2001 and 9 April 200i there were no changes in the number of shares held by the Directors.




OF THE FINANCIAL STATEMENTS

The Directors are required by the Companies Act 1985 to prepare
financial statements for each financial year which give a true and fair
view of the state of affairs of the company and the Group as at the end
of the financial year and of the profit or loss for the financial yean

The Directors consider that in preparing the financial statements
on pages I8 to 39 the company has used appropriate accounting
policies, consistently applied and supported by reasonable and
prudent judgements and estimates, and that all accounting standards
which they consider to be applicable have been followed.

INDEPENDENT AUDITORS’ REPORT

audited the finandial statements which comprise the profit
and loss account, the balance sheet, the cash flow statermem, the
statement of 1otal recognised gains and 1osses and the related notes,
including the information on Directors’ emoluments and share details
included within tables one to five, in the remuneration report on
pages 13 to 16, which have been prepared under the historical cost
convention and the accounting policies set out in the statement of
accounting policies on pages 22 and 23.

Respective responsibilities of Directors and auditors
The Directors’ responsibilities for preparing the annual report and
the financial statements, in accordance with applicable United
Kingdom law and accounting standards, are set out in the statement
of Directors' responsibilities.

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements, United
Kingdom Auditing Standards issued by the Auditing Practices Board

‘f“ - Listing Rules of the Financial Services Authority.

- 'repér‘t to you our opinion as to whether the financial
statements give 2 true and fair view and are properly prepared
in accordance with the United Kingdom Companies Act 1985 We
also report 1o you if. in our opinion, the Directors’ report is not
consistent with the financial statements, if the company has not kept
proper accounting records, if we have not received all the
information and explanations we require for our audd, or if
information specified by law or the Listing Rules regarding Directors’
remuneration and transactions is not disclosed.

We read the other information contained in the annual report
and consider the implications for our report if we become aware
of any apparent misstatements or material inconsistencies with the
financial statements. The other information comprises only the
Directors’ report, the Chairman’s statement, the operating and
financial review, the corporate governance statement and the report
of the Directors on remuneration,

The Directors have responsibility for ensuring that the company keeps
accounting records which disclose, with reasonable accuracy, the
financial position of the company and which enable them tc ensure that
the financial statements comply with the Companies Act 1985.

The Directors have general respansibility for taking such steps as
are reasonably open to them to safeguard the assets of the Group
and to prevent and detect fraud and other irregularities.

TO THE MEMBERS OF TESCO PLC

We review whether the corporate governance statement reflects the
company's compliance with the seven provisions of the Combined
Code specified for our review by the Listing Rules, and we report if
it does not. We are not required to consider whether the Board's
staterments on internal control cover all risks and cantrols, or to form
an opinion on the effectiveness of the companys or Group's

corporate governance procedures or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards

issued by the Auditing Practices Board. An audit includes examination,

on a test basis, of evidence relevant to the amaunts and disciosures
in the financial statements. It also includes an assessment of the
significant estimates and judgements made by the Directers in the
preparation of the financial statements, and of whether the
accounting policies are appropriate 1o the company’s circumstances.
consistently applied and adequately disclosed.

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

Opinion

In our opinion the financial statements give a true and far view

of the state of affairs of the company and the Group at 24 February
2001 and of the profit and cash fiows of the Group for the year then
ended and have been

Companies Act 1985,

PRICEAATERHOUSE(COPERS @ MQM"‘&G«?W

Chartered Accountants and Registered Auditors
London 9 April 200!

erly prepared in accordance with the

R
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- Dividend per share

2001 2000

note £m £m

Sales at net selling prices e e : 22773 20358
va|ueadded1ax Ll - et s e, 55 i

Turnover excluding value added tax - ) 12 20,988 18,796
operatmgexpenses - e e e e e e e ried A A A
perati (197700 (17.712)

44) 4
- Integrauonzosts e 2 e _,(%)
"~ Goodwill amortisation T N ®) )
Operating profit e 11 1166 1,030
Share of operatlngmp"roﬁt of omt venturesim ) - ‘ 2 -H_
Net loss on disposal of ﬁxed assets o . (8) ) (9)
Profit on ordinary activities before interest and taxation ' o e I79 1032
Netlnterestpayable e T s i - B ('25 . (99).‘
Profic on ordinary activities before taxation o - o 4 1,054 933
F;o-ﬁ;:-{"t;efme resraion coste et e d1s§osat e e o0 e st e et et L i e
_ of fixed assets and goodwill amortisation i . . 1.070 955
Integranon costs _ ' ~ {6)
Net loss on dxsposal of ﬁxed assets ‘ ) »”(8)—(9)
Goodvil amortisation e e e ©____0
T pmﬁ o ond.nary acwmeg ettt vt et rt o o+ tns o o+ b e e e o ‘ e 5% 759
Proﬁt on ordinary activities . after taxation A 766 674
Mmor\ly interests T o ’ B ) ! -
Profit for the financial year B ) 767 674
Dmdends — SR s v (302)._
Retained profit for the financial year 24 427 372
Pence Pence
Earnings per share R ~ o 1129 10.07
Adjusted for mtegrat;or; costs aFter taxatlon T B ‘ - 006

Adjusted t’or net loss on duspcsak of fxed assets al‘ter taxatxon i
Adjusted For goodw;ll amortisation

= 2_

0.12-

Adjusted earnings per share

1153

Diluted earnings per share .

Ad;usted for integration costs after taxauon

Adjusted for et loss on d\sposal of ( xed assets after taxat\on
Adjusted for goodwm amortisation

Adjusted diluted earnings per share

Dividend cover (times)

Accounting policies and notes forming part of these financial statements are on pages 22 to 39,
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Group Company

2004 2000 200 2000
m £m m £m

Profit fqrnth'e;.ﬁvn'z}'pcig_ljear . — 767 674 €6 42
Loss on foreign currency net investments (93]

(36) @) 3)

Total recognised gains and losses relating to the financial year 765 638 62 39

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

52 weeks ended 24 February 200!

‘ Group - Cormparny

2001 2000 2001 2000
£m £en m £

Profit for the financial year L T67 674 & A
Dividends

(340) (302 340) (302

e e BT TA) 260)

Loss on foreign currency netnvestments o gy
i i 30 174 54

Payment of dividends by shares inliew of cash Bl 52l

Net addition/(reduction) to shareholders’ funds 87 Gy ey

Opening shareholders’ funds o 4.76§ 4382 2511 2,699

Closing shareholders’ funds 5.356 4,769 2,459 2511

Accounting policies and notes forming part of these financial statements are on pages 22 to 39.

TESCO PLC
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Group

Company

2001 2000
note £m m

2001
£m

2000
ém

Fixed assets

mangbleassets I 154 136

Tngbleassers | 2 3,580

8,140 - Z

Investments N i 13 ldl 79

5774

Investments in joint ventures 13 203 172

146

10.038 8527

5920

Current assets

Stocks

Degos

e

2

279 e

1,694 1,342

1204

Creditors: falling due within one year . 17 (4,389) (3,487)

(2.525)

Net current liabilities (2,695) (2.145)

(1.321)

Total assecs less current Wabilies 7343 e38

4003

Creditors: falling du

(1927) ...0028%)

Provisions for libilities and charges 21 (24) (19

0452

Total net assets 5,392 4,798

Capital and reserves

Called up share capitall . . o n -347 o '34\""'

347

Share premium account . 24 1,870 1,650

1.870

Other reserves ‘ ' 24 ' 40 40

Profit and loss account ” e 24 - 3,099 o 2,738

242

Equity shareholders” funds _ 5356 4769

2459

Minority interests T I .36 29

Total capital employed _ 5392 4,798

2,459

Accounting policies and notes forming part of these financial stacements are on pages 22 to 39.

Terry Leahy
Andrew Higginson
Directors

Financial statements approved by the Board on 9 April 2001,
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2001 2000
note m £m

......... FENE 1513

interest rec 'ved 49 58

0oy (88
® ()
Net cash outﬂow frorn returns on investments and servicing of finance ) : ‘ {164y {134

Interest element of finance lease rental payments

Corporationtmxpad D013

Capxtzl ‘expenditure and ﬁnanc:a! Investment
Payments to acquire tangvble ﬁxed assets
Receipts from sale of tangible fixed assets

Purchase of own shares

Net cash outflow from capital expenditure and financial investment

urase °(SUbS“*afY underakings - @ 6l

(35) 62
8

(254) (262)
C';a_sh outﬂow beiore use of liquid resources and financing @94y (321)

Management of liquid resources

LGAL98) L (1229)

(Invested in)/received from joint ventures

Net cash (outflow)/inflow from acquisitions and disposals

Equity dividends paid

increase |n short term deposnts

Financing

Ordmary shares 155ued for cash o

Increase in other loans

'Capna e‘emem of ﬁnance |ease5 repa,d e e e s+ e e et s e 9 (2,03

983 351
189 (38)

Net cash inflow from financing

Increase/{(decrease) in cash

) Reconcnhauon of net cash ﬂow to movemnent in net debt o e . )
‘Il!“’ “</(desrease) in cash e e e N .38

- dow (rom increase in debt and lease ﬁnancmg (895) 33

Cash used to mcrease hqund resources

Amortisation of 4% unsecured deep discount loan stock and RFIbond T gy
N O )
{23) &)

Bz

Other non- cash ‘movements

Forengn exchange dufferences o

Increase in net debt

Opening net debt 32 (2,060) {1,720)

n (2,804) (2.060)

Closing net debt

Accounting policies and notes forming part of these financial statements are on pages 22 to 39.
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Basis of financial statements
These financial statements have been prepared under the historical
cost convention, in accordance with applicable accounting standards
and the Companies Act 1985. '

The Group has adopted Financial Reporting Standard (8,
*Accounting Policies’, during the year.

Basis of consolidation

The Group profit and loss account and balance sheet consist of the
financial statements of the parent company, its subsidiary
undertakings and the Group's share of interests in joint ventures.
The accounts of the parent company's subsidiary undertakings
are prepared to dates around 24 February 2001 apart from Global
TH. Tesco Polska Sp. z o.0. Tesco Stores CR as., Tesco Stores SR
as., Samsung Tesco Co. Limited, Tesco Taiwan Co. Limited and
Ek-Chai Distribution System Co. Ltd which prepared accounts to
31 December 2000. In the opinion of the Directors it is necessary
for the above named subsidiaries to prepare accounts to a date
earlier than the rest of the Group to enable the timely publication of
the Group financial staternents.

The Group's interests in joint ventures are accounted for using
the gross equity method. As a result of a change in its financial
year end, the share of interests of joint ventures for the year to
24 February 200! includes the results of the Tesco Persona! Finance
Group for the ten months to 31 December 2000,

Stocks

Stocks comprise goods held for resale and properties heid for, or in
the course of, development and are valued at the lower of ¢ost and
net realisable vahue. Stocks in stores are calculated at retall prices and

reduced by appropriate margins to the lower of cost and net
realisable value.

Money market deposits

Money market deposits are stated at cost. All income from these
investrents is included in the profit and loss account as interest
receivable and similar income,

Fixed assets and depreciation

Fixed assets are carried at cost and include amounts in respect of
interest paid on funds specifically related to the financing of assets in
the course of construction.

Depreciation is provided on a straight-line basis over the
anticipated useful economic lives of the assets. Following a review of
the useful economic lives and the residual values of a number of
classes of tangible fixed assets, these have been revised.

The principal changes have been 1o

* Increase the period over which land premia is amortised from
25 years to 40 years,

* Provide additional depreciation where a decision has been made
to replace a store, to write it down to its net realiseable value
over its remaining useful economic life.

The net effect of these changes has not materially irﬁpacted the
results for the year.

The following rates applied for the yeer ended 24 February 2001:

.

Land premia paid in excess of the alternative use value - at 2.5%
of cost. .

* Freehold and leasehold buildings with greater than 40 years
unexpired — at 2.5% of cost.

Leasehold properties with less than 40 years unexpired are

amortised by equal annual instalments over the unexpired
period of the lease.

Plant, equipment, fixtures and fittings and motor vehicles - at
rates varying from 10% to 33%.

Goodwill
Goodwill arising from transactions entered into after | March 1998
is capitalised and amortised on a straight-line basis over its useful
economic life, up 10 a maximum of 20 years.

All goodwill from transactions entered into prior to | March
1998 has been written off to reserves.

Impairment of fixed assets and goodwill

Fixed assets and goodwill are subject to review for impairment in
accordance with Financial Reporting Standard 11, ‘impairment of
Fixed Assets and Goodwill. Any impairment is recognised in the
profit and loss account in the year in which it occurs.




Leasing

Plant, equipment and fixtures and fittings which are the sublect of
finance leases are dealt with in the financial statements as tangile
assets and equivalent liabilities at what wouid otherwise have been
the cost of outright purchase.

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

Leased assets are depreciated in accordance with the
depreciation accounting policy over the anticipated working tives of
the assets which generally correspond to the primary rental periods.
The cost of operating leases in respect of land and buildings and’

other assets is expensed as incurred.

Deferred tax

~axation is provided on accelerated capital allowances and
other timing differences. only to the extent that it is probable that a
liability wil! crystaliise.

Pensions

The expected cost of pensions in respect.of the Group’s defined
benefit pension schemes is charged to the profit and loss account
over the working lifetimes of employees in the schemes. Actuarial
surpluses and deficits are spread over the expected rernaining
working lifetimes of emplayees.

Post-retirement benefits other than pensions

The cost of providing other post-retirement benefits, which comprise
private healthcare, is charged to the profit and foss account so as 1©
spread the cost over the service lives of celevant employees in
"accordance with the advice of qualified actuaries. Actuarial surpluses
and deficits are spread over the expected remaining working lifetimes
of relevant employees.

Foreign currencies

Agsets and labilities in foreign currendies are transiated into Sterling
at the financial year end exchange rates. Profits and losses of overseas
subsidiaries are translated into sterfing at average rates of exchange.
Gains and losses arising on the transiation of the net assets of
overseas subsidiaries, less exchange differences arising on matched
foreign currency borrowings, are taken to reserves and disciosed in
the statement of total recognised gains znd losses. Gains and losses
on instruments used for hedging are recognised in the profit and loss
account when the exposure that is being hedged is itself recognised.

Financial instruments

Derivative instruments utilised by the Group are interest rate swaps
and caps, forward start interest rate swaps, Cross currency swaps,
forward rate agreements and forward exchange contracts and
options. Termination payments made or received in respect of
derivatives are spread over the life of the underlying exposure in
cases where the underlying exposure continues to exist. Where the
underlying exposure ceases to exist, any termination payments are
taken 1o the proft and loss account,

Interest differentials on derivative instruments are recognised
by adjusting net interest payable. Premia or discounts on derivative
instruments are amortised over the shorter of the life of the
instrument or the underlying exposure.

Currency swap agreements and forward exchange contracts
are valued at closing rates of exchange. Resulting gains or losses
are offset against foreign exchange gains or losses on the refated
borrewings or, where the instrument is used to hedge 2 committed
future transaction, are deferred until the transaction occurs or is
extinguished.
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NOTE 1 Segmental analysis of sales, turnover, profit and net assets

The Group's operations of retailing and associated activities and property development are carried out in the UK, Republic of Ireland,
France, Hungary, Poland, Czech Republic, Slovakia, Thailand, South Korea. and Taiwan. The results for Thailand, South Korea, Taiwan and
continental European operations are for the year ended 31 December 2000.

2004 2000
Sales Turnover Sales . Turnover
including excluding including excluding
VAT VAT Profit Assets VAT VAT Profit Assets
fm £m ém £m £m £en £m £m
Condinuing operations . e
Retaing-UK 19880 18368 1000 6696 18331 16955 993 5685
- .r;éerty develog;méﬁ . : p ; - = ; 3_ s 28
Total UK 19,884 18372 1,100 6,720 18,334 16,958 933 5713
Retailing — Rest of Europe 1970 1,756 70 937 {1,527 1,374 51 771
Retaling ~ Asia - 919 - 860 4 539 497 464 0 374
22773 20988 1174 20358 18796 1,043
. Integration costs - (6)
Goodwill amortisation 8) )]
Operating profit 1,166 1,030
Share of operating profit from joint ventures 21 1
Net loss on disposal of fixed assets ) 9y
Net interest payable (125) 59)
Profit on ordinary activities before taxation 1,054 933
Operating margin {prior to integration costs
and goodwill amortisation) : 5.6% 5.5%
Capital employed 8,196 6.858
Net debt {note 19) (2.804) (2.060)
Net assets ' 5392

4798

The analysis of capital employed by geographical area is calculated on net assets excluding net debt Intersegmental turnover between
the geographical areas of business is not material. Turnover is disclosed by origin. There is no material difference in turnover by destination.

The Group's share of sales in the joint ventures which is not included in the numbers above is £108m (2000 ~ £74m).
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NOTE 2 Analysis of operating profit

2001

2000

Continuing Continuing
operations Acquisitions Totat operations Acquisitions Tota)
. £m - £m £m £m £m im
Tumover exduding VAT e 20,588 . 20,988 18,666 130 18796
Costofsales (19.400) - (19400)  (17242) (123)  (17.365)
Gross ProfMt e 1588 - 1,588 1424 7 431
Administration expenses 422) - ) (394) o (401)
Operating profit ' 1,166 - 1166 1.030 - 1,030

Cost of sales includes distribution costs and store operating costs. Integration costs, goodwill amertisation and employee profit-sharing are

included within administration expenses.

The chargé made for integration costs relating to our Irish businesses is nil (2000 ~ £ém).

NoTE 3 Employee profit-sharing

This represents the amount allocated to the trustees of the profit-sharing scheme and is based on the UK profit after interest. before net

‘ isposal of fixed assets and taxation.

NOTE 4 Profit on ordinary activities before taxation

2001 2000
£m m
Profit on ordinary activities is stated after charging the following:
Depre.ciation o ~ B 468 428
Goodwill amortsation 8 7
Operating 'I’easemcostg (2) ‘ i o 177 158
Auditors remuneration ®) et e - — ! !
Emﬁloyﬁent Costs (note 5) 2,047 1.865
a Operating lease costs include £34m for hire of plant and machinery {2000 - £37m).
b Auditors remuneration amounted to £0.8m (2000 — £0.8m) and includes £0.1m (2000 ~ £0.1m) for the company,
The auditors also received £0.9m (2000 - £3.6m) in respect of non-audit services of which £0.4m (20C0 - £2.0m)
related 10 gverseas operations. These fees were principally in respect of acquisitions, taxation advice and systems
implementation and training,
.T' Employment costs
2001 2000
m £m
Employment costs during che year ... . e e
Wagé; anci"sa\a;igs ” 1831 N b77
S s 118 106
bther pension co! (Inote 26) o 98 82
’ 2,047 1,865

Number of persens employed

The average number of employees per week during the year was: UK 177,527 (2000 - 169.500), Rest of Europe 31,334 (2000 - 24.665),
Asia 16,527 (2000 - 11,051) and the average number of full-time equivalents was: UK 113,298 (2000 - 108,409). Rest of Europe 26376

(2000 - 18,573) and Asia || 836 (2000 - 7914).

<t RS
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NoTE 6 Directors’ emoluments and interests

Details of Directors' emoluments and interests are given in the report of the Directors on remuneration on pages 12 to 16,

~noTE 7 Net interest payable

2001 2000
im £m m £m
Interest receivable and similar income on money market
mvestmems and deposr{s S 6l 56
Less interest payable on ' ’ o
Short term bank loans an& 6verdrafts repayab!e within five years - (10h) . (73)
Fmance charges payable on ﬁnance leases (&) O i
4,6 unsecured deep dxscoum loan stock 2006 (a)' “ . (3 _ (9)— ~
Y T
@h @n
8%% bonds 2003 (7) oy
TADORS 2007 e (4) )
S/a% bonds 2009 i (18) s o
: bonds 20|0 e @ I R
6% bonds 2029 o (LP)! 2) »
Medxum term notes R Q) T as
interest capitalised 52 ;H
Share of i mtérest of joint ventures (18) &)
(186) (155)
(125) (%%)
a Interest payabie on the 4% unsecured deep discount loan stock 2006 includes £4m (2000 ~ £4m) of discount amortisation.
b interest payable on the RPl bond includes £3m (2000 - nil)-of RPi related amortisation.
NOTE 8 Taxation
2001 2000
£m £m
UK taxation:
‘ _n‘_‘..
Frtor year tems (42) (4(‘))"
Deferred taxatlon. (note 2|)— current year:v o ﬂ_- 4 ) ~__‘(‘I)'
i et 1 L et e e st e et W -
i 276 246
Corporanon tax 10 “___”_10
Deferred taxation (note 21) 2 o 3_
288 259

e



NoTE 9 Dividends

2001 2000 2001 2000

Pence per share  Pence per share im fm

Declared mtertm e N . 1.48 .34 101 20
Proposed ﬂna\ h 350 314 239 212
498 4,48 340 302

NOTE 10 Earnings per share and diluted earnings per share

Barnings per share and diluted earnings per share have been calculated in accordance with Financial Reporting Standard 14,'Earnings per Share’

_ The standard requires that earnings should be based on the net profit attributable to ordinary shareholders. The cakculation for earnings.
including and excluding integration costs, net loss on disposal of fixed assets and goodwill amortisation, is based on the profit for the financial
year of £767m (2000 - £674m).

For the purposes of calculating earnings per share, the number of shares is the weighted average number of ordinary shares in issue during
the year of 6,792 million (2000 ~ 6,693 million).

The calculation for dituted earnings per share uses the weighted average number of ordinary shares in issue adjusted by the effects of
all dilutive potential ordinary shares. The dilution effect is calculated on the full exercise of all ordinary share options granted by the Group.
- performance based options which the Group consider to have been earned. The calculation compares the difference between

the exercise price of exercisable ordinary share options, weighted for the period over which they were outstanding, with the average daily mid-
market closing price over the period.

2001 2000
million million
Weighted average number of dilutive share options o ) , i34 124
Weighted average number of shares in issue in the penod o ) o 6,792 6693
Total number of shares for calculating diluted earnings per share 6916 6817
NOTE it Intangible fixed assets

Goodwill
£€m

Cost

A6 Feorary2000 e
Additions at cost (a)

‘ﬁFebruar)’ 2004
(S .;atlon
At 26 Fe ruary 2000

Charge o pemd et et v eetests et et e e e, e e e e e e e
At 24 February 2001(

Net carrying value

At 24 February 200] A

. B
At 26 February 2000 ’ .

a Goodwill arising from additional investmert in our Thailand business has been capitalised ang amortised over 20 years in accordance with the pravisions of Financial
Reporting Starndard 10.'Goodwill and Intangible Assets’,

Goodwill arising from the transactions involving DunnHumby Associates Limited and iVillage UK Limited have been capitalised and amortised
over 20 years in accordance with the provisions of Financial Reporting Standard 9, ‘Associates and Joint Ventures' and Financial Reporting
Standard 10."Goodwill and imangibie Assets’ and is included in fixed asset investment additions (note 13).

" TEsco e
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NOTE 12 Tangible fixed assets

Plant equipment

fixtures and

Land and fittings and
buildings vehicles
£m &m

Total
£m

Cost

(s

o

W
s R

At 26 February 2000 ) ] 8,005 2808
Curencytwandation R 7 8
Additions at cost @ ) 1509 435

9531 325!
S . . e
e e S ; T TR
Depreciation
o FebruaryZOOO e
e _ e e R TP
e 1,239 1,505 3,144
Disposals ) ) - o) 32 @y
At 24 February 2001 S ) 1230 1873 3403
Net book value 7b) (¢)
At 24 February 2001 .
At 26 February 2000 ' -
Capital work in progress included above (<) _—

At 24 February 2001

At2éFebruary ZOOO S

Lo

238

a Includes £52m in respect of interest capitalised principally refating to land and
building assets, The capitalisation rate used 1o determine the amount of finance
costs capitalised during the period was 7.0%.

b Net book value inciudes capitalised imerest at 24 February 2001 of £354m

(2000 - £315m).

Piant, equipment. fixtures and fittings and vehicles subject to finance leases included

in net book value are:

Cost
im

Depreciation
m

Net book
value
£m

Al 26 February 2000

Movement in the period

39

227

49

At 24 February 2001

315

266

49

¢ The net book value of lard and buildings comprises:

2001

£m

2000
£Lm

Freehold

7200

6021

Long leasehold — 50 years or more

586

553

Short leasehold - less than 50 years

435

94

At 24 February 200]

8.241

6.969

d Capital work in progress does not include land.
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NOTE 13 Fixed asset investments

Group

Company
loint Own  Share in Group  Loans 1o Group Joint
ventures (b) shares (¢) undertakings (a) undertakings ventures (b)
£m Zm m £m £m
At 26 Februafy 200 172 o 79 2,200 3.000 124
Share of profrt ofJom‘L vemures - e “ b - S - -
D,sposals . s et (22). ........ 5 - e (|.4‘)
At 24 February 2001 203 101 2,774 3,000 146
2 The company's principal operating subsidiary undertakings are:
- Share of Cauntry of
v Business equity capital incorporation
Tesco Stores lelted L _'_mi_’_\_etaj! o 100% Registered in England
Tesco PrOperty Holdmgs me.ed L . Pmpert\/ Investment T 100% Registered in Eng!a-nd
Tescolnsurancelimites 0 eswence o 100% Guernsey
cn DISU‘Ib.L;t'I—O—;'I lented o 7 Distribution _ o 100% Reg»stered in England
6 Al Propernes Lamned _ . __ Property Development o 1009% ----- Reglster‘ed in England
T.e;;o lreland Lxmrted R T h_-.‘. Retail 10C% Republic of freiaagm
GobaTH. MMWMWWMQZLW_WW“M;ij__%ﬁvm”fm' e Hungary
Tesco Polska Sp z00. o - Retall T _ lOO%- Poland
Tesco Stores CR as. o .__ Retail . 100% Czech Republic
T o Retail o ‘ 100% Slovakia
Ek-Chai Distribution System Co. Ltd Retail % Thailand
Tesco‘Tauw'an Co Limited ___Betaiim 100% Taiwan, Republic of China
Tesco Stores Hong Koﬁg an\ted o Purchasing 100% ~ Hong Kong
All principal subsidiary undertakings, none of which are owned directly by Tesco PLC, operate in their country of incorporation.
b The Group's joint ventures are:
Share of issued share capital, Country of incorporation and
Business loan capital and debt securities principal country of operation
Shopping Centres Limited _ Property Investment L 50% Registered in England
BLT F’ropert;es lelted o v I;’roperty—lnvestment “ -SO% mw"."““‘Regkstered in England
¢~ BLHoldings Limted  Propertylwestment  50%  Regstered in England _
‘g ' ’msh Land Property Partaership - Property Investment _ 50% Registered in Englané
TeSCO Persona\ Fmance Group L\mrted Persona! FmancewMMM 50° ” Regis{é'r';é»in Scoﬁand
Tesco Home shoppmg imites Ma.\ Order Rewl,,.,. 60% Reglsteredengland
Villge UK Limited e OS50 Registersd in England
DunnHumby Assocvates L:muted . Data Analysts ‘ , 53% T Regist;ere'd in England

The Group's share of gross assets and gross liabilities of the joint ventures is disclosed below:

2001 2000
m m
Gross assets 28 9B
e —— ]
189 172

¢ The investment in own shares represents 70 million Sp ordinary shares in Tesco PLC with a weighted average value of £1.44 each. These
shares are held by a qualifying employee share trust (QUEST) in order to satisfy options under savings-related share option schemes which
become exercisable over the next few years. The carrying value of £101m (market value £190m) represents the exercise amount receivable
in respect of these shares subscribed for by the QUEST at market value. Funding is provided to the QUEST by Tesco Stores Limited, the
company’s principal operating subsidiary. The QUEST has waived its rights to dividends on these shares.
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NOTE 13 Fixed asset investments continued

2001 2000
£m ) £m
The net (borrowings)/funds of the joint ventures, as at 24 February 2001, were as follows:

—Cash and deposits ' 1,795 1,425—"
Debenture stock ~ repayzble 2001 o - (40)
T bank loan - repayable 2003 T T T
Other loans ' (1953) (1.225)

(293) 45

There is no recourse 1o Group tompanies in respect of the borrowings of the joint ventures, apart from £12m (2000 - £16m) which has
been guaranteed by Tesco PLC (note 29).

Detalls of transactions and balances with the joint ventures are set out in note 30.

NOTE t4 Stocks

Group Company

2001 2000 2001 2000

£m im £m £m

Goods held for resale L ' B4 636 - -
aeveiopment property . 24 M!08 C e
838 744 - -

Additions to development property include nil (2000 - £1m) of interest capitalised. Property disposed of included £1m (2000 - nil) of interest
capitalised. Accumulated capitalised interest at 24 February 200! was £5m (2000 — £6m).

NOTE 15 Debtors

Group Comgany

2001 2000 200t 2000

£m fm £m m

Amounts owed by Group undertakings , _ - - 376 705
Prepayments and accrued income. hhhhhh e 18 37 419 415

Other debtors o %l 178 3. 2

X%—éunts owed by undertakings in which the company has a participating interest 43 37 45 37

' 322 252 874 1,183

NOTE 16 Investments

Group Company

2001 2000 2001 2000

£m £m £m £m

Money market deposits B3 236 T 19

Bonds and certificates of deposit {market value £2m, 2000 - £2m) 2 2 2

' 255 258 2 21




N 4 1

noTE 17 Creditors falling due within one year

Group Company

2001 2000 2001 2000

. m im £m im

Bank loans and overdrafts (a) (b) t,389 §32 1312 1,327

Trade  creditors. _ . _ 1,538 1,248 - -
Amounts owed {o—Group undertakmgs - Z 876 905—
Other credrtors 627 603 55 Iéw

Corporatnon tax o 292 282 26 33

Other taxat:on and soaa! securxty ““““““““““ h 114 78 - |
Accruals and deferredincome (9 159 217 3 8
Finance leases (hote2) | . 2 S - -
Di;ideﬁds g il . ' e S - ™ . le .

4,389 3487 2518 2525

3 Bank deposits at subsidiary undertakings of £847m (2000 - £746m) hava been offset against borrowings in the parent company under a legal right of set-off.

b Includes £12m (2000 - £1 Im) secured on various properties.

- ~f £45m, realised in a prior year, on terminated interest rate swaps is being spread over the life of replacement swaps entered inte at the same time for similar
Accruals and deferred income include £5m (2000 — £6m) attributable 1o these realised gains with £2m (2000 ~ ﬁém) being included in other ¢reditors falling

due after more than one year (note 18).

HOTE 18 Creditors falling due after more than one year

Group Company
2001 2000 2001 2000
£m £m £m m
4% unsecured deep discount loan stock _2006 (2) 94 90 94 90"
r;;;;;;;.';;;;;"(‘;;;;;zs;' T 7 (i -
T N T
8’/% bonds 2003 (c) _ T 200 200 200 200
7/1% bonds. 2007 @ S - 325 325 325 325
54% bonds 2009 () 350 350 30 350
6%% bonds 2010 () 150- - 150 -
4% RPI bonds 2016 (5 203 - 203 -
6% bonds 2029 - e e et et e e ettt — '2oo 55 -
Medim term notes ¢y ) 60 27 €0 127
| — o - e .
1,925 1,559 1819 1492
Accruals and deferred income (rote 17) ) 2 6 - o
1927 1,565 1809 1 492

a The 4% unsecured deep discount loan stock is redeemable at a par value of £125m in 2006,

b The 10%% bonds are redeemable at a par value of £200m in 2002.

¢ The 873 bonds are redeemable at a par value of £200m in 2003.
d The 7% bonds are redeemable at a par value of £325m in 2007,
e The 5/4% bonds are redeemabie at a par value of £350m in 2009.

f The 6%% bonds are redeemable at a par value of £150m in 2010,

g The 4% RPl bands are redeemable at 2 par value of £200m. indexed for increases

in the RP| over the life of the bond, in 2016,

h The 6% bonds are redeemable at a par value of £200m in 2029.

i The medium tecm notes are of various maturities and include foreign currency

and sterling denominated notes swapped into floating rate sterling,

| Secured on various properties.
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NoOTE 19 Nert debt

Group Company

B 2001 2000 2001 2000

£m im m £m

Due within one year; | _ o 1,389 832 1312 1,327
R . %
Due wrthm one to two years: Bank and otherloans 207 o 127

....... h B T -
Due wnhm two to five years: Bank and otherloans . . ) 284 272 284 272
- S Ieases emteime vt e — : | ' e

DueWho uycr .

instaiments after five years: _ Finance Jeases S-S A -
Duné S e e eereemsie e s e et bt e s e e

instalments after five years:  Bank and other loans 1417 970 1,328 1,093

Gross debt ‘ i 3338 2406 3,131 2819
Lessg'_MCaih atRan& and in hand _ » } L 29 - 88 - ~ -
" Money market investments and deposits ' ) 255 258 2 i

Net debt 2,804 2.060 3429 2,798

NOTE 26 Financial instruments

An explanation of the objectives and policies for holding and issuing financial instruments is set out in the operating and financial review on pages
2 to 6. Other than where they have been included in the currency risk disclosures, short-term debtors and creditors have been excluded from

the foliowing anatysis.
Analysis of interest rate exposure and currency of financial liabilities

The interest rate exposure and currency profile of the financial liabilities of the Group ar 24 February 2001 after taking into account the effect
of interest rate and currency swaps were:

Floating rate Fixed rate 200! Floating rate Fixed rate 2000
liabilisies hiabifities Total T liabilities liabilities Total
£m £m &m £m im £m

Currency
Sterling o 1311 1,159 2470 1186 512 1698
Euro - 1% 152 } ‘ 168 5 ) 104 147 251
Thai baht 323 - 323235 - 235
Other 377 - 377 222 - 222
Gross liabilities 2,027 1,31 3338 1,747 659 2,406
Fixed rate financial liabilities
2001 2000
Werghted Weighted Weighted Weighted
average average time average average yme
interest rate for which interest rate for which
24 Feb 2001 rate is fixed 26 Feb 2000 rate is fixed
% Years % Years

Currency

57 2 s 3
Weighted average 6.5 9 6.7 12

Floating rate labilities bear interest at rates based on relevant LIBOR equivalents. The interest rate profile of the Group has been further managed
by the purchase of interest rate caps with an aggregate notional principal of £100m (2000 - £100m), an average strike price of 8.3% and a one and
a half year maturity. The current value of these contracts, if realised, is nil (2000 - ni'l). Additionally, forward start interest rate swaps were outstanding
at the year end, fixing the interest cost at 6.3% on £385m of debt for four years from October 2001 and on £300m for three years from October
2002 (2000 - nil). Retail Price Index linked funding of £200m, maturing 2016, was issued during the year and has been classified as fixed rate debt
The interest rate payable on this debt is 40% and the principal is linked 1o the Retail Price Index.
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NoTE 20 Financial instruments continued

Analysis of interest rate exposure and currency of financial assets

The interest rate exposure and currency profile of the financial assets of the Group at 24 February 200! were:

Cash at ’ Cash at
pank and  Short-term 2001 bank and  Short-term 2000
in hand deposits Other Total in hand deposits Other Total
£m £m im £m £m im £m £m
Sterling 4 22 43 159 " 75 37 112
Other i85 233 - 4(8 88 183 - 271
Total financial assets 279 255 43 577 88 258 37 383

Other financial assets are in respect of amounts cwed by undertakings in which the company has a participating interest, which attract a rate
of interest of 6.7% (2000 — 6.7%). Surplus funds are invested in accordance with approved limits on security and liquidity and bear rates of
interest based on relevant LIBOR equivalents, Cash at bank and in hand includes non-interest bearing cash and cash in transit

Borrowing facilities

The Group has the following undrawn committed facilities available at 24 February 2001 in respect of which all conditions precedent had been
met at that date:

200! 2000

£m £m

E"P"‘”g within one year = B e e z Y
Expmng in more than two years S ) 550 -600-
880 765

Al facilities incur commitment fees at market rates and would provide funding at floating rates.

Currency exposures

Within the Group, the principal differences on exchange arising which are taken to the profit and loss account relate to purchases made by
Group companies in currencies other than their reporting currencies. After taking account of local forward currency purchases used to hedge
these transactions. there were no significant balances on these exposures at year end. Also, rolling hedges of up to |8 months duration are

maintained against the value of investments in, and long-term intercompany loans 1o, overseas subsidiaries and, to the extent permitted in
SSAP20, differences on exchange are taken 10 the statement of total recognised gains and losses.

Fair values of financial assets and finaacial lizbilities

200! 2000

Book value Fair value Book value Fair value

£m im m &m

‘ ‘nancial instruments held or issued to f’nance the Groups operations: S
Shorttermborowings o (A a0 E) @)
longrermborrowings 08 e (89) (156)
Cashatbarkandintend WA B8
Derrvauve ﬂnanual instruments held to manage rhe interest rate and currency profile: .
Forward foregn currencycomracts ) O )
Swap profit crystaltisation 1% % (1) (12)
(2.823) (2,873) (2.081) (2.081)

Other significant financial instruments outstanding at the year end are £220m (2000 - £44m) nominal value forward foreign exchange contracts
hedging the cost of foreign currency denominated purchases. On a mark-to-market basis, these contracts show a loss of £6m (2000 - nil).
The remaining £12m (2000 - £9m) refates to losses on forward foreign currency contracts hedging investments in overseas subsidiaries.
In accordance with SSAP20 these differences on exchange are taken to the statement of total recognised gains and losses, The fair values of the
interest rate swaps, forward foreign currency contracts and long-term sterling denominated fixed rate debt have been determined by reference to

prices avallable from the markets on which the instruments are traded. The fair values of all other items have been calculated by discounting
expected future cash flows at prevailing interest rates.
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nOTE 10 Financial instruments continued

Hedges

As explained in the operating and financial review on pages 2 10 6, the Group hedges exposures to interest rate and currency risk. The table

below shows the amount of such gains and losses which have been included in the profit and loss account for the year and those gains and

losses which are expected to be included in next year's or later profit and loss accounts.

All the gains and losses on the hedging instruments are expected to be matched by losses and gains on the hedged transactions or positions.

Unrecognised Total net Oeferred Total net

Gains Losses gains/{losses) Gaing Losses gains/(losses)

£m £m £m fm £m £m

A'_c___26 february _2000 \4 (10) 4 12 - 12

Avising in previous years and recognised in the year ended 24 Febrery 200l (3) 2 (I)
Arising in the period to be recognised in future years

3 - - -
At 24 February 2001 . - é 7 . J
Expected to be recognised in the year ended 23 February 200 2 & - ()

NOTE 21 Provisions for liabilities and charges

Deferred taxation

in the year

Amount charge

At 24 February 2001

Potential amount for deferred

Amount provided tax on timing differences

20014 2000 2001 2000

£€m £m £m im

Excess capital allowances over depreciation 408 356
Copial gas deferes by olowerreiet S
Short-term timing differences 21 Y 8
24 19 426 370

Deferred taxation balances relate principally to short-term timing differences. Where possible, taxation on capital gains has been or will be

deferred by rollover relief under the provisions of the Taxation of Chargeable Gains Act 1992,

NOTE 22 Leasing commitments

Finance leases

Saie

sl AR

im
The future minimum finance lease payments 1o which the Group was cornmitted
ruary 2001 and which have been guaranteed by Tesco PLC are: _
enlobl;gauons T B T i e et s - 59
Le;s ﬁnancecharges allocated_to fuzurekpenods O (| 8
41
2001 2000
. £€m im
Net amounts payable are: L
W;thmoney—ea; e et e e - — 5 e ”
Betw 17 24
After five vears T - 27
41 66




noTe 212 Leasing commitments continued

Operating leases

Land and buildings Other

2001 2000 2001 2000
£m im fn £m

Group commitrments during the 52 weeks to 23 February 2002, in terms of lease
agreements expiring are as follows:

Mthm one yesr v e e snenee e, ;

Between one and five years 12 Ty e

A&ér ﬁv_e Yea_rs !3{ _13_3_ 5 14

146 135 33 34

NoTE 23 Called up share capital

Ordinary shares of 5p each

Number €m
200000000 460

) edat26Februay2000
Authorised during the year

Authorised at 24 February 2001 e et e . — 2:200000.000 L0

Share options -
issued at 24 February 2001

8678969
6932225203

During the year, 109.2 million shares were issued for an aggregate consideration of £227m, which comprised £52m for scrip dividend and
£175m for share options.

Between 24 February 2001 and 9 April 2001, options on 3.611.573 ordinary shares and 658,897 crdinary shares have been exercised
under the terms of the savings-related share option scheme (1981) and the executive share option schemes {1984, 1994 and |996) respectively.
As at 24 February 2001 the Directors were authorised to purchase up to a maximum in aggregate of 683 million ordinary shares.

NOTE 24 Reserves

Group Company
' C 2001 2000 2001 2000

£m £m £ £m

Share premium account -
A 26 ey 000
Scrip.

S

S
shares less costs

ividend election
At 24 February 2001 1,870

1,650 1,870 1,650

O_Lher reserves
At 24 February 2001 and

Profic and loss account
At 26 February 2090

issue of shares

Retained proﬁt/(loss)‘t'gr the financial year
At 24 February 200!
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NOTE 24 Reserves continued

Other reserves comprise a merger reserve arising on the acquisition of Hillards plc in 1987.

In accordance with section 230 of the Companies Act 1985 2 profit and loss account for Tesco PLC, whose result for the year is shown
above, has not been presented in these accounts.

The cumulative goodwill written off against the reserves of the Group as at 24 February 2001 amounted to £718m (2000 — £7{8m).
During the year, the qualifying share ownership trust (QUEST) subscribed for 50 million shares from the company. The amount of £64m shown
above represents contributions to the QUEST from subsidiary undertakings.

NOTE 25 Share options

Company schemes

The company had six principal share option schemes in operation during the year:

The savings-related share option scheme (198 \I) permits the grant to employees of options in respect of ordinary shares linked to a building
society/bank save-as-you-earn contract for a term of three or five years with contributions from employees of an amount between £5 and
£250 per month. Options are capable of being exercised at the end of the three and five year period at a subscription price not less than 80%
. . of the middle market quotation of an ¢rdinary share immediately prior to the date of grant.

i The Irish savings-related share option scheme (2000) permits the grant te Irish employees of options in respect of ordinary shares linked to a
building society/bank save-as-you-earn cantract for a term of three or five years with contributions from employees of 2n amaount between £10
and £250 per month (£IR). Options are capable of being exercised at the end of the three and five year period at a subscription price not less
than 75% of the middle market quotation of an ordinary share immediately prior to the date of grant

il The executive share option scheme (1984) permitted the grant of options in respect of ordinary shares to selected executives. The scherme
expired after ten years on 9 Navember 1994, QOptions were generally exercisable between three and ten years from the date of grant at a
subscription price determined by the Board but not less than the middle market quotation within the period of 30 days prior to the date of
grant. Some options have been granted at a discount of 15% of the standard option price but the option hoider may take advantage of that

discount onty if, in accordance with investor protection ABY guidelines, certain targets related 1o earmnings per share are achieved,

iv The executive share option scheme (1994) was adopted on 17 October 1994, The principal difference between this scheme and the previous
scheme is that the exercise of options will normally be conditional upon the achievernent of a specified performance target related to the annua
percentage growth in eamings per share over any three year period. There will be no discounted options granted under this scheme.

v The unapproved executive share option scheme {1996) was adopted on 7 June 1936, This scheme was introduced following legislative changes

_ which limited the number of options which could be granted under the previous scheme. As with the previous scheme, the exercise of options

will normally be conditional upon the achievement of a specified performance target related 1o the annual percentage growth in earnings per
share over any three year pericd. There will be no discounted options granted under this scheme.

‘ :: o vi The international executive share option scheme was adopted on 20 May 1994. This scheme permits the grant 1o selected non-UK executives
_of options to acquire ordinary shares on substantially the same basis as their UK counterparts. Options are normally exercisable between three
and ten years from their grant at a price of not less than the average of the middle market quotations for the ordinary shares for the three
dealing days immediately preceding their grant and will normally be conditional on the achievement of a specified performance target

determined by the Remuneration Committee when the options are granted. There will be no discounted options granted under this scheme.

The company has granted outstanding options in connection with the six schemes as follows:

Savings-related share option scheme (1981) Number of Shares

executives and under option Subscription
Date of grant ernployees 24 Feb 200! prices (pence)
27 o.:tober ]995 R— . e e 1716”.' 3,95.) 926 - * 833
3OO0 1996 e 0819 268777 830
30 oaober 1997 e e s e e s e . R . 2 .573 687"' et ine e |2£,7
29 October 1998 57,609,785 1360
28 Octoberﬂ 1999 o N 43909582 15190 i
26 October 2000 48,322,256 198.0
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NOTE 25 Share options continued

Irish savings-related share option scheme (2000} Number of Shares

executives and under option Subscription
Date of grant employees 24 Feb 2001 prices (peace)
2 June. 2000

e o e e e 20O L10BS38 1630
26 October 2000 956 71719 1980

Tesco has taken advantage of the exemptions applicable 1o Infand Revenue approved SAYE share option schemes and equivalent overseas
schemes under Urgent Issues Task Force Abstract |7 (revised 2000),'Employee Share Schemes'.

Executive share option scheme (1984) Shares

Number of under eption Subscription
Date of grant executives 24 Feb 2001 prices (pence)
17 May |99 !

29 May I992 - ) ‘ ! |66 303 S 923
29 Octcber l992

27 May |993 1 siso
10 June 1994 731733271

QAR 1994 e am e
" ember 1994 4 100.800 773

Executive share option scheme (1994) Shares

Number of under optien Subscription
executives 24 Feb 200} orices (pence)
27 Apni 1995

- eeeeeeas S iiks R mserees crionamerest i rT NS taLil i giieRERE e PYLLEEe aaeteARs Jemms R esL IR LA CeaameeRsss e eaett i nnerrn b s 5 638 625 90.3
13 October 1995 155 3557830 104.0

Date of grant

Executive share option scheme (1996) Shares

Number of under option Subscription
Date of grant executives 24 Feb 2001 prices {pence)
3 July 1996 - 7 1269204

Bseperber 1996 .. 22 5s0ises
’7AP"“ 997

LA e 77
93.322

2‘ MaY 1998 et e e e e+ e et s+ e e et et e e S
30 September 1998

1249 2l0wsi7 1767
142107‘

," L T 1 AT 1640
e e e e s 1840
20 April 2000
26 June 2000

L3 oeiis 095
1753 21967102 205.0

International executive share option scheme Sheres

Number of under option Subscription
executives 24 Feb 2001 orices (pence)
7 October 1997 _ ) ) ’ o 73 ‘ 1,229.190 _ 151.7 ]
2| May ]998 P | ~27O ..2 6]3000M I767-:_
28 ]anua,—y 1999‘ e e '. 343 3 547 5004.“ v 17801“

488 5.376,315

Date of grant

3¢ Jome 3600 et e e e et oo et e e

- Rl R
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NOTE 76 Pension commitments

The Group operates a funded defined benefit pension scheme for full-time employees in the UK, the assets of which are held as
a segregated fund and administered by trustees. The total cost of the scheme to the Group was £71m (2000 - £60m).
An independent actuary, using the projected unit method, carried out the latest actuarial assessment of the scheme at 5 April 1999.

The assumptions that have the most significant effect on the results of the valuation are those relating to the rate of return on investments
and the rate of increase in salaries and pensions.

The key assumptions made were:

Rate of return on investments.

Rt Of TR N SIS e e oo st s ot e o - 4.50%
Rate of increase in pensions 2.75%

At the date of the latest actuarial valuation, the market value of the scheme’s assets was £1,297m and the actuarial value of these assets
represented 96% of the benefits that had acerued 1o members, after allowing for expected future increases in earnings. The actuarial
shortfall of £53m will be met via increased contributions over a period of 11 years, being the expected average remaining service lifetime
of employed members.

The Group also operates a defined contribution pension scheme for part-time empioyees which was introduced on 6 April [988. The
assets of the scheme are held separately from those of the Group, being invested with an insurance company. The pension cost represents
contributions payable by the Group 1o the insurance company and amounted 10 £20m (2000 - £19m). There were no material amounts
outstanding to the insurance company at the year end.

The Group operates a number of pension schemes worldwide. most of which are defined contribution schemes. The contributions payable
for non-UK schemes of £7m (2000 ~ £3m) have been fully expensed against profits in the current year. A defined benefit scheme operates in
the Republic of Ireland. At the latest actuarial valuation carried out at | Aprit 1998, the market vaive of the scheme’s assets was £42m and the

actuarial value of these assets represented (29% of the benefits that had accrued to members, after allowing for expected future
increases in garnings.

NOTE 27 Post-retirement benefits other than pensions

The company operates 2 scheme offering post-retirement healthcare benefits. The cost of providing for these benefits has been accounted for
on a basis similar to that used for defined benefit pension schemes.

The liability as at 24 February 1996 of £10m. which was determined in accordance with the advice of qualified actuaries, is being spread

forward over the service lives of relevant employees and £1m (2000 - £1m) has been charged to the profit and loss account. An accrual of £5m (2000
~ £4m) is being carried in the balance sheet It is expected that payments will be tax deductible, at the company's tax rate, when made.

NoTEe 28 Capital commitments

At 24 February 200! there were commitments for capital expenditure contracted for but not provided of £725m (2000 ~ £303m). principally
relating to the overseas store development programme,

note 29 Contingent liabilities

“Certain bank loans and overdraft facilities of jaint ventures have been guaranteed by Tesco PLC. At 24 February 2001, the amounts outstanding

on these facilities were £12m (2000 ~ £16m).

The company has irrevocably guaranteed the liabilities as defined in Section 5(c) of the Republic of Ireland (Amendment Act) 1986
of various subsidiary undertakings incorporated in the Republic of Ireland.

noTE 30 Related party transactions

Ouring the year there were no material transactions or amounts owed or owing with any of the Group's key management or members
of their close family.

During the year the Group traded with its ten joint ventures: Shopping Centres Limited, BLT Properties Limited, Tesco British Land Property
Partnership, Tesco BL Holdings Limited, Tesco Personal Finance Group Limited, Tesco Personal Finance Life Limited, Tesco Personal Finance Investments
Limited, Tesco Home Shopping Limited, iVillage UK Limited and DunnHumby Associates Limited. The main transactions during the year were:

i Equity funding of £34m (£32m in Tesco Personal Finance Group Limited, and £2m in DunnHumby Associates Limited).

i The Group sold a property 1o BLT Properties Limited for £14m and acquired a property from BLT Properties Limited for £15m.
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NOTE 30 Related party transactions continued

i Tne Group made rental payments of £3m (2000 ~ £3m), £12m (2000 - £11m), £3m (2000 - £16m) and £15m (2000 ~ nil) to Shopping Centres
Umited, BLT Properties Limited, Tesco British Land Property Partnership and Tesco BL Holdings Limited respectively.

iv The Group has charged Tesco Personal Finance Limited (2 100% subsidiary of Tesco Personal finance Group Umited) an amount totaling £15m
(2000 - £12m} in respect of services, loan interest and assets transferred, of which £2m (2000 ~ £2m) was outstanding at 24 February 2001.
Tesco Personal Finance Limited received fees totalling £2m (2000 — £3m) from the Group for managing certain financial products.

v The Group has charged Tesco Home Shapping Limited an amount totalling £5m (2000 - £3m) in respect of services, loan interest and assets
transferred, of which nil (2000 — £im) was outstanding at 24 February 2001. In addition, an amount of £1m relating to group relief was
outstanding at 24 February 2001 (2000 - nil).

Wi

The Group has charged BLT Properties Limited an amount totalling £1m in respect of services, loan interest and assets transferred,

vi Dunnidumby Associates Lmited has made sales to the Group totalling £1m, and has loaned the Group £2m.

viit The Group made loans totaling £5m to Tesco Home Shopping' Limited. A loan of £10m to Shopping Centres Limited has been repaid to
the Group.

.= =1 Reconciliation of operating profit to net cash inflow from operating activities

2001 2000
m im

Operating profit e e 11661030
Depreciation and goodwill amortisation 476 435

Decrease/(increase) in development property S 82 (40).

Increase in goods held for ressle | o | R (74

inc

Increase in other creditors

S Wor_kjng i _(a)...,. .- . e e e et e o ot oo oo o pn

Net cash inflow from operating activities 1937 1513

a The decrease in working capital includes the impact of translating foreign currency working capital movemnents at average exchange rates rather than year end exchange rates.

NOTE 31 Analysis of changes in net debt

At 26 Feb ' Other non- Exchange At 24 feb

2000 Cash flow cash changes movernents 2001

£m Im £m fm im

Cash at bank and in hand 88 _ 189 - 2 279

Money market investments a0d dRPOSTES e e e BB T8 25

Bank and otherloans STy (57€) Y, o .38n

L . '(I-Ss B O (8) e o

Debt due within 0ne Year e

Bankand otherloans LANsesy 3T ey (1908

Finance leases - (51 34

- - (7)
Debt due after one year (1.559) (345) - @2n (1,925)

(2,060) (7086) (s) (23) (2.804)
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Year ended February 1937 1998 199%

2000 2001 notes
Fmancxaf scan.sAu‘csv_gm

B b33 week perioc.

Group turnover 'mcfudmgVAT — l4984 17.77% |8.5~‘;6 2035—8-“5._2_7-75
Igr_q_t_:_yg excludmgVﬂT

2 Excludes i Integration costs and goodw
amortisation, Operating margin i
I3H8 based upon tumover exclusive of VAT

R 3 Underlying profit, adjusted and
76?,_ R . adjusted diluted, earnings per sha-e
- - 464 860 excludes net loss on disposal of 5 ixed
13887 16452 17058 179z 20,988 assets, 055 on disposal of discon ued
operations, Irefand i miegration cos:s
and goodwill amortisation.

Asia

Operating profit

4 Represents loss on disposal
of discontinued Operations,

5 Total capital employed at the
year end.

6 Underlying profit divided by weig=teqd
average shareholders fungs.
7 Operaung profit divided by average

e e LT T bl Capital employed,
LOD%

8 Based on number of shares at yez-
Total Group 5.5% end

' T e ' 9 Based on turnover €>(C|US|ve of VAT, P
Share of profit/(ioss) from j Joimt ventures - O 6 S operating profic and total staff cas: %
Net i interest payable (24) (74) (30) (99) (125) per full-time equivalent empioyee. by
Profit? $55 1,070 10 Based on weighted average sales 51

area and tumaver inclusive of VAT
extluding property deveiopment,

I Store sizes exclude lobby and

Net loss. on d:sposal of fixed assets () 12 Average store sizes exclude Metre
£roft on ordinary activites before taxation S —— and Bxpress stores,

Ta e ecam .- . . Cieenee, SRS —
Minority interests -

i3 Based on average number of full.
time equivalent employees in the LUK,

Profit for the financial year 520 532
Adusted dilted earnings per share I8 88 937

Ad

Retu rn

Re rn on capttal empl loyed’
Net assets per share‘

‘ Group statistics

. Sq e |5747|8254

Full-time equivalent employees T 98463 119127 1514 134896 53570
UK reaall produccivity £

LL8LIsl

Wages per emp!oyee
Weekly sales per sq fy 0
UK rewil stadistics

store saze (sales area

Full-time equivalent employees TES6as  sg0a T 04772 log40s T 13998
Share price (

286
FEPRRA . e, — e — .. _-._..._l 69
Year end 177 7 169 271
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