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TESCO STORES LIMITED

DIRECTORS’ REPORT FOR THE 52 WEEKS ENDED 25 FEBRUARY 2012

The Directors present their report and the andited financial statements of Tesco Stores Limited (the “Company™) for
the 52 week period ended 25 February 2012 (Prior penod 52 weeks ended 26 February 2011)

Business review and principal activities

The principal activity of the Company 15 operation of food stores and associated activities with 2,335 (2011 2,166)
stores throughout England, Scotland, Wales and Northern Ireland

We have noticed that high petrol prices and falling real incomes affected customers’ discretionary spending 1n the year
A slower than planned for like-for-like growth and a weakening 1 our performance relative to the wider mdustry,
resulted m an acceleration of our plan to make improvements which has meant an adjustnent to our expectations for
growth 1n 2012/13 The acceleration of our plan and reset of expectations were announced with our Christmas trading
update 1n January Just after year end, a six point UK plan was launched to significantly invest in the business and
rewnvigorate performance

The elements of the six point UK plan inchude service & staff, stores & formais, price & value, range & quahity, brand

& marketing and clicks & bricks These changes will enhance the shopping tnip for customers and represent a further
substantial investment back 1nto the business

Results and dividends

The results for the period show a profit on ordinary activities before taxation of £2,126m (2011 £2,243m) and
turnover {excluding VAT) of £41,981m (2011 £40,149m)

An interim dividend of £1,800m (2011 £1,500m) has been paid in respect of the 52 weeks ended 25 February 2012
The Directors do not recommend payment of a final dividend for the 52 weeks ended 25 February 2012 (2011 £0)
The Company paid preference dividends amounting to £16m (2011 £16m}

Profit after tax (before payment of dividends) for the 52 weeks ended 25 February 2012 amounted to £1,630m (2011
£1,756m})

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a number of nsks

The UK Operating Board has developed a UK Key Risk Register, and reviewed each of the key risk categories n
December 2011 The most significant nisks currently facmg the UK business are considered to include, performance
nisk, competition risk, reputation risk and internal controls Further discussion of these risks and uncertainties together
with the controls and mitigating factors, 1n the context of the Tesco PLC Group (the “Group™) as a whole, 1s provided
on pages 40 to 47 of the Group’s Annual Report which does not form part of this report

Charitable and political contributions

Sponsotship and cash donations to charities (excluding cause-related marketing) amounted to £10 2m for the period
(2011 £102m) Total contributions to community projects including cash, cause-related marketing, gifts-in-kind,
staff time and management costs amounted to £29 7m {2011 £29 6m) There were no political donations for the
period (2011 none)




TESCO STORES LIMITED

DIRECTORS’ REPORT FOR THE 52 WEEKS ENDED 25 FEBRUARY 2012 (continued)

Future outlook
The Company’s future developments form a part of the Group’s long-term strategy for the UK core business, which 1s

discussed on pages 4 to 27 of the Group’s Annual Report for the 52 weeks ended 25 February 2012, which does not
form part of this Report

Post balance sheet events

Refer to note 28
Key performance indicators (KPI’s)

We operate a balanced scorecard approach to managing the business that 1s known 1nternally as our ‘Steering Wheel’
Ths unites resources and wn particular focuses the efforts of our staff around our customers, people, operations,
finance and the commumty Its prnime focus 1s as a management tool for the Company so there 1s appropnate balance
between the different areas of focus 1n managing the business

It therefore enables the business to be operated and monitored on a balanced basis with due regard to the needs of all
stakeholders

The development, performance and position of the UX operations of the Group, which includes the Company, 15
discussed on pages 29 to 36 of the Group’s Annual Report which does not form part of this report

Research and development

The Company undertakes research and development into products, mformation technolegy and systems to enhance the
shopping trip for customers

Supplier payment policy
The Company pays 1ts suppliers directly

The Company’s ultimate parent company, Tesco PLC, 1s a signatory to the Prompt Payment Code 1n the UK More
mformation about the Code can be found at www promptpaymentcode org uk Payment terms and conditions are
agreed with suppliers m advance The Company pays its creditors on a pay on time basis which varies according to the
type of product

Trade credstor days of the Company for the 52 weeks ended 25 February 2012 were 32 days (2011 32 days), based on
the ratio of Company trade creditors at the end of the period to the amounts invoiced during the penod by trade
creditors




TESCO STORES LIMITED

DIRECTORS’ REPORT FOR THE 52 WEEKS ENDED 25 FEBRUARY 2012 (continued)

Employees

The Company depends on the skills and commitment of its employees 1n order to achieve 1ts objectives and we strive
to ensure that our company values are reflected in our policies

Ongoing training programmes seek 1o ensure that employees understand the Company’s customer service objectives
and stnive to achieve them

The Company’s selection, training, development and promotion policies ensure everyone 1s welcome and equal
opportunities for all employees regardless of factors such as gender, mantal status, race, age, sexual preference and
orientation, colour, creed, ethnic ongin, religion or belief, or disability All decisions are based on ment

Internal communications are designed to ensure that employees are well informed about the business of the Company

Employees are encouraged to become involved in the financial performance of the Company through a vanety of
voluntary schemes, principally the Tesco employee profit-sharing scheme {Shares 1n Success), the savings-related
share option scheme (Save As You Eam) and the partnership share plan (Buy As You Eamn)

The Company had 264,887 employees on average during the 52 weeks ended 25 February 2012 (2011 261,304)
Directors and their interests

The following Directors served during the period and up to the date of signing the financial statements

R Brasher (resigned 15 March 2012)

P Clarke

G Fryett

A Higginson {resigned 29 February 2012)
T Leahy (retired 2 March 2011)

T Mason

L Mcllwee

L Neville-Rolfe

D Potts (resigned 7 December 2011)

Save as set out below, none of the Directors had any disclosable interests in the Company during this period

R Brasher, P Clarke, A Higginson, T Leahy, T Mason, L Mcllwee, L Neville-Rolfe and D Potts are also Directors, or
former Directors, of Tesco PLC, the Company’s ultimate parent company, and as such their disclosable interests 1n
Tesco PLC are all declared 1n the financial statements of that company

A qualifying thard-party indemmity provision as defined in Section 234 of the Compames Act 2006 15 1n force for the
benefit of each of the Tesco PLC Directors histed above and the Tesco PLC Company Secretary (who 1s also Company
Secretary of the Company) 1n respect of Liabihities incurred as a result of their office, to the extent permitted by law In
respect of those hiabilities for which Directors may not be indemmfied, the Company maintamed a directors’ and
officers’ liability 1nsvrance policy throughout the financial period

Interests in land

The Directors are of the opimon that the open market value of the Company’s land and buildings 18 1n excess of the net
book value of £8,749m (2011 £8,133m) included in the financial statements The market value of the land and
properties is not disclosed as it can fluctuate with the market volatility and 1s market sensifive




TESCO STORES LIMITED

DIRECTORS’ REPORT FOR THE 52 WEEKS ENDED 25 FEBRUARY 2012 (continued)

Cautionary statement regarding forward-looking information

Where this review contamns forward-looking statements, these are made by the Directors 1n good faith based on the
information available to them at the time of their approval of this Report These statements should be treated with
caution due to the mherent risks and uncertainties underlymg any such forward-looking information A number of
important factors, including those 1n this document, could cause actual results to differ matenally from those contaned

m any forward-looking statement

Branches

The Company has a branch n the Isle of Man




TESCO STORES LIMITED

DIRECTORS’ REPORT FOR THE 52 WEEKS ENDED 25 FEBRUARY 2012 (continued)

Statement of Directors’ responsibilities

The Durectors are responsible for preparing the Directors’ Report and the financial statements 1n accordance with
apphcable law and regulations

The Companies Act 2006 requures the Directors to prepare financial statements for each financial period Under that
law the Directors have elected to prepare the financial statements 1n accordance with United Kingdom Generally
Accepted Accountmg Practice (United Kingdom Accounting Standards and applicable law} Under the Companies
Act 2006, the Directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company, and of the profit or loss of the Company for that period

In preparing those financial statements, the Directors are required to
» select suitable accounting policies and then apply them consistently,
» make judgements and accounting estimates that are reasonable and prudent,
»  state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and
s prepare the financial statements on the going concern basis unless it 1s mappropriate to presume that the
Company will continue 1 business

The Directors confirm that they have comphed with the above requirements 1n preparing the financial statements

The Darectors are responsible for keeping adequate accounting records that are sufficient to show and explam the
Company’s transactions, disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They are also responsible for
safeguarding the assets of the Company and hence for takung reasonable steps for the prevention and detection of fraud
and other rregulanties

Legislation 1n the Umted Kingdom governing the preparation and dissemination of financial statements may differ
from legislation in other juriscictions

Disclosure of information to auditors
Each Director who 1s a director of the Company at the date of approval of this Annual Report confirms that
¢ 30 far as the Director 1s aware, there 15 no relevant audit information of which the Company’s auditors are
unaware, and
e  he/she has taken all the steps that he/she ought to have taken as a director to make himself/herself aware of
any relevant audit information and to establish that the Company’s auditors are aware of that information

Independent auditors

The independent auditors of the Company, PricewaterhouseCoopers LLP, are proposed for reappointment

Onbehalf of the Board &= ~VER 220 #E 2012
P Clarke

(> (A e

Tesco Stores Limuted
Registered Number 519500
Regastered Office Tesco House, Delamare Road, Cheshunt, Hertfordshire, EN8 9SL




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF TESCO STORES
LIMITED

We have audited the financial statements of Tesco Stores Limited for the period ended 25 February 2012 which compnise the Profit
and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheet, the Accounting Policies and the related
notes The financial reporting framework that has been apphied in their preparation 1s applicable law and Umited Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibihties of Directors and auditors

As explained more fully 1n the Directors’ Responsibihities Statement set out on page 6 the Directors are responsible for the
preparation of the financial statements and for beng satisfied that they give a true and fair view Qur responsibility 1s to audit and
express an optmion on the financial statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply wath the Auditing Practices Board’s Ethical Standards for Auditors

Thus report, including the opintons, has been prepared for and only for the Company’s members as a body i accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opinions, accept or assume
responsiihty for any other purpose or to any other person to whom this report 1s shown or 1nto whose hands 1t may come save
where expressly agreed by our prior consent in wnting

Scope of the audit of the financal statements

An audit involves obtaimng cvidence about the amounts and disclosures 1n the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement whether caused by fraud or error This mcludes an
assessment of whether the accounting policies are appropniate to the Company’s circumnstances and have been consistently apphied
and adequately disclosed, the reasonableness of sigmficant accounting estrmates made by the Directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial Informatton m the annual report to 1dentfy
matenial inconsistencies with the audited financral statements 1f we become aware of any apparent material misstatements or
consistencies we constder the implhications of our report

Opinion on financial statements
In our opinton the financial statements

* giveatrue and fair view of the state of the Company’s affairs as at 25 February 2012 and of its prefit for the peniod then
ended,

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

*  have been prepared in accordance with the requirements of the Companies Act 2006

Opiton on other matters prescribed by the Compames Act 2006
In our opmion the information given in the Directors’ Report for the financial penod for which the financial statements are prepared
15 consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report n respect of the following matters where the Compamies Act 2006 requires us to report to you 1f, in our

opinion
»  adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or
» the financial statements are not 1 agreement with the accounting records and returns, or
e certain disclosures of Directors” remuneration specified by faw are not made, or

e we have not recerved all the information and cxplanations we require for our audit

David Beer (Senior Stattory Audiior)

For and on behalf of  PricewaterhouseCoopers LLP
Chartered Accountanis and Statutory Auditors

St Albans

q_ o Yo~ 2012



TESCO STORES LIMITED

PROFIT AND LOSS ACCOUNT FOR THE 52 WEEKS ENDED 25 FEBRUARY 2012

52 weeks 52 weeks

Notes to 25 to 26

February February

2012 2011

£’'m £'m

Turnover excluding value added tax 41,981 40,149
Cost of sales (38,085) (36,232)
Gross profit 3,896 3,917
Administrative expenses (1,851) (1,839)
Other operating 1ncome 175 182
Operating profit 3 2,220 2,260
Net income from shares in group undertakings 1 1
Net loss on disposal of fixed assets (40) (39)
Interest recervable and similar income 94 58
Interest payable and similar charges (149) 37)
Profit on ordinary activities before taxation 2,126 2,243
Tax on profit on ordinary activities 8 (496) (487)
Profit for the financial period 19 1,630 1,756

There are no matenat differences between the profit on ordinary activities before taxation and the profit for the penod
stated above and their lustorical cost equivalents

All operations are continung for the financial period

The notes on pages 11 to 31 form part of these financial statements




TESCO STORES LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES FOR THE 52 WEEKS

ENDED 25 FEBRUARY 2012

2012 2011

£'m £'m

Profit for the financial period 1,630 1,756
Adjustment 1n respect of prior years - 7
Total recognised gains in the financial period 1,630 1,763




TESCO STORES LIMITED

BALANCE SHEET AS AT 25 FEBRUARY 2012

25 February 26 Febroary
2012 2011
£'m £'m
Notes
Fixed assets
Intangible assets 9 154 166
Tangible assets 10 10,836 10,160
Investments 11 495 495
11,485 10,821
Current assets
Stock 12 1,698 1,537
Debtors — amounts falling due within one year 13 15,270 4,818
Cash at bank and in hand 679 625
17,647 6,980
Creditors — amounts falling due wathin one year 14 (21,394) (9,955)
Provisions for liabilities 16 2) 47
Net current habilities (3,749) (3,022)
Total assets less current liabilities 7,736 7,799
Creditors — amounts due after more than one year 15 (264) (283)
Provisions for habilities 16 (424) (396)
Net assets 7,048 7,120
Capital and reserves
Called up share capital 18 1,320 1,320
Profit and loss account 19 5,728 5,800
Total equity shareholder’s funds 20 7,048 7,120

The financial statements on pages 8 to 10 were approved by the board of Directors on & AL L7 Za2/ 2012 and

were signed on 1ts behalf by

Rp e

P Ciarke

Director

Tesco Stores Limmted
Registered Number 519500
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012

1. ACCOUNTING POLICIES

Basis of preparation of financial statements

The financial statements are prepared on the going concern basis, 1n accordance with apphcable Umited Kingdom
accounting standards, under the historical cost convention and 1n accordance with the Compamtes Act 2006 The
Company's principal accounting policies have been applied consistently during the period except for the amendment
set out below

In accordance wiath FRS 2 “Accounting for Subsidiary Undertakings” and Section 400 of the Compames Act 2006,
Group financial statements have not been prepared because the Company 18 a wholly owned subsidiary of Tesco PLC,
mcorporated 1n England and Wales

Cash flow statement

The Company 15 a wholly owned subsidiary of Tesco PLC and 1s included 1n the consohidated financial statements of
Tesco PLC which are publicly available Consequently the Company has taken advantage of the exemption from
preparing a cash flow statement under the terms of FRS 1 “Cash Flow Statements”

Tangible fixed assets and capitalised interest

Tangibie fixed assets are carried at historic purchase cost less accumulated depreciation They include amounts 1n
respect of interest paid on funds specifically related to the financing of assets and other costs incurred i bringing the
asset to 1ts working condition for 1ts mntended use Interest 1s capitalised on a gross basis

Financial habilities

Financial habilities are recognised imitially at fair value net of transaction costs incurred Borrowings are subsequently
stated at amortised cost Any dafference between the proceeds (net of transaction costs) and the redemption value 18
recogmsed n the Profit and Loss Account over the period of the borrowings using the effective interest method
Preference shares which are mandatonly redeemable on a specific date are classified as habilities The dividends on
these preference shares are recogmsed 1n the Profit and Loss Account as an interest expense

Finance costs

Finance costs directly atiributable to the acquisition or construction of qualifying assets are capitahised  Qualifying
assets are those that necessarily take a substantial period of tume 10 prepare for theiwr mtended use and from which
future economic benefits are expected to artse  All other borrowing costs are recogmsed in the Profit and Loss
Account on an accruals basis

Clubceard and loyalty initiatives

The cost of Clubcard 15 treated as a cost of sale, with an accrual equal to the esumated fair value of the points 1ssued
recogmsed when the onginal transaction occurs  On redemption, the cost of redemption 15 offset against the accrual

The fair value of the points awarded 1s determimed wath reference to the cost of redemption and constders factors such
as redempiron via Clubcard deals versus money off mn-store redemption rate

Computers for Schools and Sport for Schools and Club vouchers are 1ssued for redemption by participating
schools/clubs The cost of the redemption (1 ¢ meeting the obligation attached to the vouchers) is treated as a cost




TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

1. ACCOUNTING POLICIES (continued)

Fixed asset investments

Fixed asset investments n subsidianies, associates and joint ventures are stated at cost plus meidental expenses less
where appropriate provisions for impasrment

Depreciation

Depreciation 1s provided to write off costs or valuation of tangible fixed assets less their restduals on a straight-line
basis over the anticipated useful economic hves of the assets

The following depreciation rates were applied for the Company and are consistent with the prior period
»  Freehold and leasehold buildings with greater than 40 years unexpired — at 2 5% of cost
s leasehold properties wath less than 40 years unexpired are depreciated by equal annuat instalments over the
unexpired penod of the lease
s  Plant, equpment, fixtures and fittings, motor vehicles, software and development costs — at rates varying
from 10% to 33%
¢  Freehold land 18 not depreciated

Foreign currencies

Transactions n foreign currencies are translated into pounds sterling at the exchange rate on the date of the
transaction At each balance sheet date, monetary assets and lrabilities that are denorminated in foreign currencies are
retranslated nto pounds sterhing at the exchange rates prevailing at the Balance Sheet date  All foreign exchange
differences are taken to the Profit and Loss Account for the period

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee Al other leases are classified as operating leases

The Company as a lessee

Assets held under finance leases are recogmsed as tangible fixed assets of the Company at their fair value or 1f lower at
the present value of the munimum lease payments each deternined at the inception of the lease The corresponding
liabihty 18 included in the Balance Sheet as a finance obligation Lease payments are apportioned between finance
charges and reduction of the lease obligations so as to achieve a constant rate of interest on the remaiming balance of
the hiability Finance charges are charged to the Profit and Loss Account

Rentals payable under operating leases are charged to the Profit and Loss Account on a straight line basis over the
term of the relevant lease

Provisions

Provisions for onerous leases are recognised when the Company believes that the unavordable costs of meeting the
lease obligations exceed the economuc benefits expected to be recerved under the lease

Intangible assets
Goodwill ansing on acquisitions 1s capitalised and amortised on a straight Iine basis over its useful economic hfe, up

to a maximum of 20 years No amortisation is charged in the period of acquisition, with a full pertod charge 1n the
period of dispesal
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

1. ACCOUNTING POLICIES (continued)

Impairment of fixed assets and goodwill

At each balance sheet date the Company reviews the carrying amounts of the fixed assets and goodwill to deterrnune
whether there 1s any need for impairment in accordance with FRS 11 “Impairment of Fixed Assets and Goodwill”
Any impairment 1s recognsed 1n the Profit and Loss Account 1n the period i which it occurs

Pensions

The Company participates in the Tesco PLC Pension Scheme, which 1s a multi-employer defined benefit scheme
within the Tesco Group, but 1s unable to 1dentify 1ts share of the underlying assets and Liabilities of the scheme
Accordingly, as permutted by FRS 17 *Retirement Benefits’, the Company has accounted for the scheme as 1f 1t were a
defined contribution scheme, and the charge for the period 1s based upon the cash contributions payable The pension
scheme 15 valued every three years by a professionally quahified mdependent actuary who determines the rate of
contributions payable

Share based payments

Employees of the Group recerve part of their remuneration in the form of share-based payment transactions, whereby
employees render services i exchange for shares, rights over shares (equity-settled transactions) or in exchange for
cash

The fair value of employee share option plans 1s calculated at the grant date using the Black-Scholes model In
accordance with FRS 20 “Share-based payments”, the resulting cost 1s charged to the Profit and Loss Account over the
vesting period with a corresponding adjustment to equity The value of the charge 15 adjusted to reflect the expected
and actual levels of vesting

Options awarded to employees are for share capital of Tesco PLC Thus 1s treated as a capital contnibution to the
reserves of the Company

Stocks
Stocks are valued at the lower of cost and net realisable value Net reahisable value 1s the price at which stocks can be
sold 1n the normal course of business after allowing for the costs of realisation Stocks in stores are calculated at retail

prices and reduced by appropriate margins to take mto account factors such as obsolescence seasonality and damage
using the weighted average cost basis

Turnover
Turnover consists of sales through retail outlets and intercompany sales with [reland Turnover is reported net of
returns, vouchers and value added taxes Turnover 1s recogmsed when the sigmficant nsks and rewards of ownership

have been transferred to the buyer Commussion income 1s recorded based on the terms of the contracts

Other operating income

Other operating income largely consists of income from third parties, lottery sales income and income from
advertising and vending machine operations

Current taxation
The amount ncluded in the Profit and Loss Account 1s based on the profit on ordinary activities before taxation and 1s

calculated at current local tax rates, taking into account timing differences and the likelihood of realisation of deferred
tax assets and liabilities

13



TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

1. ACCOUNTING POLICIES (continued)

Group relief on taxation

The Company may receive group rehef from group companies and consequently there may be a reduced tax charge in
the Profit and Loss Account

Deferred tax

Deferred tax 1s recogmised 1n respect of all umuing differences that have onginated but not reversed by the Balance
Sheet date and which could grve rise to an obligation to pay more or less taxation in the future Deferred tax assets are
recogmsed to the extent that they are regarded as recoverable They are regarded as recoverable to the extent that, on
the basis of all available evidence, 1t 15 regarded as more likely than not that there will be suitable taxable profits from
which the future reversa) of the underlymg timing differences can be deducted

Deferred tax 1s measured on a non-discounted basis at the tax rates that are expected to apply 1n the penods in which
timing dafferences reverse, based on tax rates and laws substantively enacted at the Balance Sheet date

2. SEGMENTAL REPORTING

The Company operates within one business segment being that of the operation of food stores and associated
activities with business principally transacted 1n the United Kingdom

3. OPERATING PROFIT

52 weeks 52 weeks
to 25 Feb to 26 Feb

2012 2011
£'m £'m
Operating prefit 2,220 2,260
Operating profit is stated after charging
Wages and salanies 3,357 3,193
Social security costs 186 190
Other pension costs 258 245
Share based payment expense 107 191
Staff costs 3,908 3,819
Depreciation of tangible fixed assets (note 10)
- owned assets 566 538
- leased assets 35 46
Amortisation of goodwill (note 9) 12 12
Operating lease charges
- plant and machinery 43 32
- other 650 568

The average number of UK employees (excluding Directors) per week during the 52 weeks ended 25 February 2012
was 264,887 (2011 261,304) and the average number of full-time equivalents was 176,351 (2011 173,219)

The auditors’ remuneration for the current period was £65,000 (2011 £65,000)

14




TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

4. NET LOSS ON DISPOSAL OF FIXED ASSETS
The net loss on sale of fixed assets for the 52 weeks ended 25 February 2012 was £40m (2011 £3%m)

5. DIRECTORS’ EMOLUMENTS

52 weeks 52 weeks
to 25 Feb to 26 Feb

2012 2011
£'m £'m
Aggregate emoluments 5 10

Sir T Leahy retired on 2 March 2011 and was paid £60,398 1 the 201 1/12 year including accrued holiday pay
Retirement benefits are accruing for nine Directors {2011 nine Directors) under a defined benefit scheme During the
52 weeks ended 25 February 2012, all Directors received or accrued shares under a long-term incentive scheme The
number of Directors who exercised options duning the 52 weeks to 25 February 2012 was mine (2011 mune)

The total value of contnibutions to a defined benefit scheme on behalf of all Directors of the Company dunng the 52
weeks ended 25 February 2012 was £750,153 (2011 £819,278) No compensation was paid to Directors for loss of
office or reirement during the 52 weeks ended 25 February 2012 (2011 ml) Details of the Directors that resigned

will be provided 1n next year’s Tesco PLC Annual Report and Financial Statements

A. Highest paid Director

52 weeks 52 weeks
to 25 Feb to 26 Feb

2012 2011
£'m £'m
Aggregate emoluments 1 2

Accrued pension per annum for the lighest pard Director, as at 25 February 2012 was £573,000 (2011 £887,000),
with a lump sum entitlement at that date of £9,727,000 (2011 £18,367,000) The hughest paid Director made gains of
£0 (2011 £5,173,000) on the exercise of share options granted as part of the executive share option scheme The
highest paid Director was granted 0 (2011 671,748) share options during the 52 weeks ended 25 February 2012 as
part of the executive share option scheme and 963,975 (2011 1,065,296) shares were awarded as part of the Executive
Incentive Plan, Performance Share Plan and Shares in Success The highest paid Director was also granted 0 (2011
93,747) options as part of the Group New Business Incentive Plan

B. Share schemes

The Company operates share schemes for Directors of the Company Awards are made in a combination of Tesco
PLC ordinary shares of Sp each, and cash The plans, as operated for the Directors 1n the 52 weeks ended 25 February
2012, are descnbed below

Performance Share Plan {Three Year Performance)

The Performance Share Plan (PSP) for Directors provides the opportunity to earn rewards for acheving supertor fong
term performance For the 52 weeks ended 25 February 2012 awards were made over Tesco PLC shares with a
maximum opportunity of 225% of base salary The award will vest, together with dividend equivalents, subject to
achtevement of the performance measures which are an achievement of a combination of Return on Capital Employed
and Earmngs Per share Growth targets over a three year performance period The Group CEQ receives an award with
a maximum opportunity of 275% of base salary measured using the same performance conditions as the Directors
Clawback applies to deferred shares to allow the Tesco PLC Remuneration Commuttee to scale back deferred share
awards 1n the event that the results are matenally nusstated

15




TESCO STORES LIMITED
NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

5. DIRECTORS’ EMOLUMENTS (continued)

Executive Incentive Scheme / Plan

Bonuses for Directors are made each year in hine with market practice For the 52 weeks ended 25 February 2012
awards are made with a maximum opportumty of 200% of salary, split equally between cash and shares, with a
compulsory deferral for three years on the part paid n shares Awards are made annually measured with 70% based on
the achievement of underlying profit performance and 30% based on the achievement of key strategic objectives The
share equivalent of dividends, which would have been paid on the shares, are added to the award duning the deferral
period The Group CEO annual bonus has a maximum opportunuty of 250% of salary and 1s measured using the same
performance critena as the other Directors  Clawback applies to deferred shares to allow the Tesco PLC Remuneration
Commuttee to scale back deferred share awards in the event that the resuits are materially misstated

Certain Directors also have listonic deferred bonus share awards under the short term bonus scheme referred to m Note
22b These deferred shares vest three years after award and are not subject to further performance conditions

Shares In Success
Shares 1n Tesco PLC are allocated to participants in the scheme up to HMRC approved limits (currently £3,473 per

annum) The amount of profit allocated to the scheme 1s determined by the Board of Directors of Tesco PLC, taking
account of Company performance

Buy As You Earn

All employees are eligible to participate in Buy As You Earn which 1s an HMRC approved share purchase scheme
under which employees mvest up to a lumut of £110 on a four-weekly basis to buy shares at the market value 1n Tesco
PLC

Save As You Eam

All employees are ehgible to participate 1n Save As You Earn which 1s an HMRC approved savings-related share
option scheme under which employees save up to a himit of £250 on a four-weekly basis via a bank/building society
with an option to buy shares i Tesco PLC at the end of a three-year or five-year period at a discount of up to 20% of
the market value There are no performance conditions attached to SAYE options

Group New Business Incentive Plan

An option over 2 5 million shares was made to Sir T Leahy on 14 November 2007 Awards may be adjusted to take
account of any dtvidends paid or that are payable n respect of the number of shares earned  Options will normally
vest in four tranches four, five, s1x and seven vears after the date of grant and will be exercisable for up to two years
from the vesting dates for mil consideration The exercise of options will normally be conditional on the achievement
of specified performance targets related to the return on capital employed over the seven-year plan

Dascretionary Share Option Plan

Options over shares with a value of up to 200% of salary may be granted to sensor Directors and with a value of up to
100% of salary to other Directors on an annual basis  Options are granted with an exercise price equal to the market
value at the date of grant and any gain 1s dependent on an increasing share price between the date of grant and
exercise Vesting of the options i1s conditional on the achievement of earnings per share growth against RPI growth
No awards were granted to the Ehrectors under the Discretionary Share Option Plan i 2011/12
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25

FEBRUARY 2012 (continued)

6. INTEREST RECEIVABLE AND SIMILAR INCOME

52 weeks 52 weeks
to 25 Feb to 26 Feb
2012 2011
£'m £'m
Interest recervable on loans to group undertakings 49 58
Foreign exchange net gain 9 -
Interest receivable other 36 -
94 58

7. INTEREST PAYABLE AND SIMILAR CHARGES
52 weeks 52 weeks
to 25 Feb to 26 Feb
2012 2011
£°m £'m
Interest payable on overdrafls and bank loans 5 7
Interest payable on loans from group undertakings 224 35
Capitalised interest (96) (35)
Preference share dividend paid 16 16
Foreign exchange net loss - 14
149 37
During the pertod, a dividend was payable on “A” Preference shares of £16m at 6 08p per share (2011 £16m at 6 08p

per share) and £0 4m at 7 18p per share (2011 £0 4m at 7 18p per share) on the “B” Preference shares
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25

FEBRUARY 2012 (continued)

8. TAXATION ON PROFIT ON ORDINARY ACTIVITIES

Factors that have affected the tax charge

The standard rate of corporation tax m the UK was changed from 28% to 26% with effect from 1 April 2011 Thas

grves an overall blended corporation tax rate for the Company for the full year of 26 2%

52 weeks 52 weeks
to 25 Feb to 26 Feb
2012 2011
£'m £'m
Current tax;

UK Corporation tax on profit for the financial peniod 551 556
Adjustments in respect of previous financial periods (75) (3%)
Total current tax 476 518

Deferred tax:
Ongmation and reversal of timing differences 59 2n
Change in tax rate (32) (14)
Adjustments 1n respect of previous financial periods ¢)) 4
Total deferred tax 20 €]))
Tax on profit on ordinary activities 496 487
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

8. TAXATION ON PROFIT ON ORDINARY ACTIVITIES (continued)

The tax assessed for the peniod 1s lower (2011 lower) than the blended rate of corporation tax 1n the UK of 26 2%

(2011 28%) The differences are explained betow

52 weeks 52 weeks
to 25 Feb to 26 Feb

2012 2011
£'m £'m
Profit on ordinary activities before tax 2,126 2,243
Profit on ordinary activities multiphied by blended rate 1n the UK 26 2% (2011 557 628
28%)
Effects of
Expenses not deductible for tax purposes 57 60
Deductions on employee share schemes {13) 3
Profit on property disposals not taxable or available for tax rehef 26 11
Accelerated capital allowances and other timing differences (42) (18)
Other short term tming differences 4} (5)
Group relief recerved (33) {123)
Prior period items (75) (38)
Current tax charge for the financial period 476 518

Factors affecting current and future tax charges

The Finance Act 2011 included legislation to reduce the main rate of corporation tax from 27% to 26% from 1 Apnl
2011 and to 25% from 1 April 2012 The reduction from 27% to 25% was substantively enacted at the balance sheet

date and has therefore been reflected in these financial statements

In addition to the changes in rates of corporation tax disclosed above, a number of further changes to the UK
corporation tax system were announced in both the March 2011 and March 2012 UK Budget statements

A resolution passed by Parhament on 26 March 2012 reduced the main rate of corporation tax to 24% from 1 Apnl

2012 Legisiation to reduce the main rate of corporation tax from 24% to 23% from 1 April 2013 has been included in
the Finance Act 2012 Further reductions to the main rate are proposed to reduce the main rate to 22% by 1 Apnl 2014
None of these expected rate reductions had been substantively enacted at the balance sheet date and, therefore, are not

reflected 1n these financial statements
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 2§
FEBRUARY 2012 (continued)

9. INTANGIBLE ASSETS

Goodwill
£m

Cost
At 26 February 2011* 233
Additions
Disposals -
At 25 February 2012 233
Prowvision for amortisation
At 26 February 2011 67
Amortisation charge 12
Disposals -
At 25 February 2012 79
Net book value
At 25 February 2012 154
At 26 February 2011 166

*Goodwall relates to the conversion of One Stop stores from another group company
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

10. TANGIBLE FIXED ASSETS

Langd and buildings Plant, eqmpment, Total
fixtures and fittings,
motor vehicles,
software and
development costs

£'m £'m £'m
Cost
At 26 February 2011 9,137 5422 14,559
Additions at cost 1,178 538 1,716
Transfer (to) / from group 137 7 144
undertakings
Dusposals (526) (52) (578)
At 25 February 2012 9,926 5,915 15,841
Accumulated depreciation
At 26 February 2011 (1,004) (3,395 (4,399)
Charge for the period (127 (474) (601)
Transfer from group undertakings (78) - (78)
Disposals 32 41 73
At 25 February 2012 (1,177) (3,828) (5,005)
Net book value
At 25 February 2012 8,749 2,087 10,836
At 26 February 2011 8,133 2,027 10,160
Capital work m progress included
above
At 25 February 2012 410 84 494
At 26 February 2011 467 99 566
The net book value of land and buildings comprise.
2012 2011
£'m £'m
Freehold 7,970 7,379
Leaseholds 779 754
8,749 8,133

Notes

a) Additions at cost includes £96m (2011 £35m) 1n respect of interest capitalised, principally relating to land
and building assets The capitalisation rate used to determune the amount of finance costs capitalised during
the 52 weeks to 25 February 2012 was 5 1% (2011 5 1%)

b) Transfers of assets are made to/from other group compantes throughout the 52 week period and are done at
the net book value at the date of transfer

¢) Net book value includes capitahised interest, less amounts transferred and wntten off on disposal, of £520m
(2011 £424m)

d) Capital work 1n progress does not include land
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25

FEBRUARY 2012 {(continued)

10 TANGIBLE FIXED ASSETS (continued)

2012 2011
Assets held under finance leases and capitalised in plant and equipment £'m £m
Cost 845 715
Accumulated depreciation (731) (599)
Net book value 114 116
11. FIXED ASSET INVESTMENTS
Group
companies
£m
Cost
At 26 February 2011 507
At 25 February 2012 507
Provision for impairment
At 26 February 2011 12
At 25 February 2012 12
Net book value
At 25 February 2012 495
At 26 February 2011 495

The Drirectors beheve that the carrying value of the other investments 1s supported by their underlying net assets

Details of the principal subsidiary undertakings at the period end are as follows

Subsidiary undertakings Country of % Shares held Nature of business
incorporation

Halesworth SPV Limited England 100% Property company

Honiton Wholesale Supplies Limited England 160% Property company

Telegraph Properties (Kiurkby) Limited England 100% Property company

Nutr1 Centres Limited England 100% Complementary medicine

A full list of the Company’s subsidiary undertakings will be annexed to the next Annual Return filed at Compames

House

Details of the principal associates at the period end are as follows

Investments 1n associated companies Country of % Shares held Nature of business
incorporation

Greenergy Fuels Holdings Limsted England 34 44% Fuel supplher

Homeplus Tesco Co Lumted Korea 48 15% Retailing
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

11. FIXED ASSET INVESTMENTS (continued)

The Company’s share of Greenergy Fuels Holdings Limited’s net assets 1s £36m and of profit after tax 15 £14m

The Company’s share of Homeplus Tesco Co Limited’s net assets 15 £276m and of profit after tax 15 £42m
The mvestment 1n Homeplus Tesco Co Limited has been reclassified from ‘joint venture’ to ‘associate’ following
review of the control structure

12. STOCK

2012 2011
£'m £'m
Goods for resale 1,698 1,537

13. DEBTORS — AMOUNTS FALLING DUE WITHIN ONE YEAR
2012 2011
£'m £'m
Amounts owed by group undertakings 14,581 3,844
Prepayments and accrued income 98 34
Other debtors 571 890
15,270 4,818

Included within amounts owed by group undertakings 1s an £8,000m (2011 £0m) unsecured, interest-free loan to
Tesco Property Holdings Limited which 1s repayable on 24th February 2013

14. CREDITORS ~- AMOUNTS FALLING DUE WITHIN ONE YEAR

2012 2011

£'m £'m

Bank loans and overdrafis 258 17
Trade creditors 3,376 3,220
Amounts owed to group undertakings 15,482 4,207
Corporation tax 293 288
Finance leases {note 17) 22 38
Other taxation and social security 348 419
Other creditors 1,100 1,112
Accruals and deferred income 515 654
21,394 9,955

Included within amounts owed to group undertakings 15 an £8,000m (2011 £0m) unsecured loan from Tesco Property
Holdings Limited, on which interest 1s charged at | Year LIBOR (London Interbank Offered Rate) plus 1 0% and
which 1s repayable on 24th February 2013 Durning the penod, interest was payable on a loan with Armitage Finance
Unlimited of PLN 1,336,004,000 {maturity date 19 March 2012) at WIBOR (Warsaw Interbank Offered Rate) plus

1 0% and on a loan amounting to PLN 75,626,000 {matunty date 19 March 2012} at WIBOR plus 0 8%
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 23
FEBRUARY 2012 (continued)

15. CREDITORS — AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2012 2011

£'m £'m

Finance leases (note 17) - 19
“A” Preference shares of £1 each — 259,000,000 (2011 259,000,000} 259 259
“B” Preference shares of £1 each — 5,000,000 (2011 5,000,600) 5 5
264 283

The Preference shares confer on the holder the right to recerve a fixed dividend of 6 08% for the “A” Preference
shares Dividends for the “B” Preference shares are calculated based on the pre-determned formuia of the Reference
Gilt Rate plus 1 279% multiphied by the RPI ratio applicable to the month 1n which the dividend payment falls As
regards capital, on winding up the Company, the preference shares shall be redeemed 1n prionty to ordinary shares,
together with any arrears of dividend

The “A” Preference shares became redeemable at any date after 22 May 2007 by service of a notice of redemption by
the Company or the *A” Preference shareholders

The *“B” Preference shares are wrredeemable

24




TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

16. PROVISIONS FOR LI1ABILITIES

Vacant Deferred Total
properties taxation
£'m £m £'m
At 26 February 2011 47 396 443
Amount {released)/provided 1n the year (€Y)) 20 (17
At 25 February 2012 10 416 426
Analysed as
Current 2 - 2
Non - current 8 416 424
Total 10 416 426
Vacant properties
Vacant properties provision relates to obligation for future rents payable on onerous and vacant properties
Deferred taxation
Deferred
taxation
£'m
At 26 February 2011 396
Charged to the Profit and Loss Account
- In respect of the current period 59
- In respect of rate change (32}
- In respect of prior periods (7
At 25 February 2012 416
Provision for deferred taxation
2012 2011
£'m £'m
Excess of capital allowances over depreciation 430 429
Other short term tuming differences {6) 2
Share-based payment (8) (35)
416 396
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

17. LEASING COMMITMENTS

Finance lease commitments — Company as lessee

Future mimimuimn lease payments under finance leases are as follows

2012 2011

£'m £m

Gross rental obligations 22 57

Less future finance charges - -

Present value of minimum lease payments 22 57
Analysed as

Within one year 22 38

Between two and five years - 19

22 57

The Company has finance leases for vanous items of plant, equipment, fixtures and fittings The fair value of the
Company’s lease obligations approximate to their carrying value

Operating lease commitments — Company as lessee

Annual commitments payable under non-cancellable operating leases are as follows

Land and buildings Other
2012 2011 2012 201t
Expiring £m £m £'m £'m
Within one year 1 2 3 5
Between two and five years 103 69 18 15
After five years 665 622 10 9
769 693 k]| 29

Operating lease payments represent rentals payable by the Company for certain, of 1ts retail and office properties The
leases have varying terms, purchase options, escalation clauses and renewat rights

18. CALLED UP SHARE CAPITAL

2012 2011
£'m £'m

Allotted and fully paid
1,320,006,000 Ordinary shares of £1 each (2011 1,320,006,000) 1,320 1,320
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25

FEBRUARY 2012 (continued)

19. RESERVES
£'m
As at 26 February 2011 5,800
Profit for the financial period 1,630
Dividends (note 21) (1,800)
Share-based payment 98
As at 25 February 2012 5,728

20, RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS® FUNDS AS AT 25 FEBRUARY 2012

2012 2011

£m £'m

Opening shareholders’ funds 7,120 6,693

Total recognised gains wn the financial period 1,630 1,763

Dividends (note 21) (1,800} (1,500)

Capital contribution from parent for share-based payments 98 164

Net additions to shareholders’” funds (72) 427

Closing shareholders’ funds 7,048 7,120
21. DIVIDENDS

52 weeks 52 weeks

to 25 Feb to 26 Feb

2012 2011

£'m £m

Equity ordmary mterim dividends paid £1 364 (2011 £1 136) per share 1,800 1,500
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

22, SHARE-BASED PAYMENTS

The total Profit and Loss Account charge for the penod recogmsed i respect of share-based payments 1s £107m
(2011 £191m), which 1s made vup of share option schemes and share bonus payments

a) Share option schemes

Tesco PLC had six share option schemes in operation during the 52 week period which were available to the
employees of the Company, all of which are equity-settled schemes

1) The Savings-related Share Option Scheme (1981) permuts the grant to employees of options 1n 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 four-weekly period Options are capable of being exercised at
the end of the three- or five-year peniod at a subscription price not less than 80% of the average of the middle-market
quotations of an ordinary share over the three dealing days immediately preceding the offer date

1t) The Approved Executive Share Option Scheme (1994) was adopted on 17 October 1994 The exercise of options
granted under this scheme will normally be cond:itional upon the achievement of a specified performance target related
to the growth 1n earnings per share over a three-year period No further options will be granted under this scheme and
1t has been replaced by the Discretionary Share Option Plan (2004) There were no discounted options granted under
thus scheme

111) The Unapproved Executive Share Option Scheme (1996) was adopted on 7 June 1996 The exercise of options
granted under this scheme will normally be conditional upon the achievement of a specified performance target related
to the growth 1n earnings per share over a three-year period No further options will be granted under this scheme and
1t has been replaced by the Discretionary Share Option Plan (2004) There were no discounted options granted under
this scheme

1v) The Discretionary Share Option Plan (2004) was adopted on 5 July 2004 This scheme permuts the grant of
approved, unapproved and international options 1n respect of ordinary shares to selected executives Options are
normally exercisable between three and ten years from the date of grant at a price not less than the middie-market
quotation or average middle-market quotations of an ordinary share for the dealing day or three dealing days preceding
the date of grant The exercise of options will normally be conditional upon the achievement of a specified
performance target related to the annual percentage growth 1n earnings per share over a three-year period There will
be no discounted options granted under this scheme

v) The Executive Incentive Plan (2004) was adopted on 5 July 2004 This scheme pernuts the grant of options n
respect of ordinary shares to selected executives Options are normally exercisable between three and ten years from
the date of grant for ml consideration The members of the Tesco PLC Executive Commuttee were first granted an
award on 25 May 2012

vi) The Performance Share Plan (201 1) was adopted on 1 July 2011 and amended on 4 July 2011 This scheme permits
the grant of options in respect of ordinary shares to selected executives Options are normaliy exercisable between
three and ten years from the date of grant for mil consideration The exercise of options will normally be conditional
upon the achuevement of specified performance targets related to the return on capital employed and eamings per share
over a three-year period
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

22. SHARE-BASED PAYMENTS (continued)

The following tables reconcile the number of share options outstanding and the weighted average exercise price

(WAEP)

For the 52 weeks ended 25 February 2012

Savings-related share Approved share option  Unapproved share option Nil cost share
option scheme scheme scheme ophion schemes
Options WAEP Options WAEP Options WAEP Options ~ WAEP
Qutstanding at 26
February 2011 130,638,774 34530 13,081,095 392 81 73,035,341 375 86 0 000
Granted 26,232,748 364 00 7274 40275 2,495 40275 1,704,482 000
Forfened (19,530,457y 37608 (361,413) 38594  (1,818,757) 38493 o 000
Exercised (15,591,951) 30049 (729,593) 27682 (3,124,054) 27220 o 000
Cutstanding at 25
February 2012 121,749,114 35015 11,997,364 40007 68,095,025 38038 1,704482 000
Excreisable as at 25
February 2012 15,522,416 309 18 7,675,796 40206 35,861,342 3801 0 000
Exercise price range 248 00 to 197 50 to 197 50 to 000
(pence) 41000 473 75 473 75
Weighted average
remaining
contractual hife
(years) 043 494 4 65 6 40
For the 52 weeks ended 26 February 2011
Savings-related share Approved share option Unapproved sharc option Nil cost share
option scheme scheme scheme option schemes
Options WAEP Options WAEP Options WAEP Options  WAEP
Outstanding at 27
February 2010 127,922,864 32327 13,204,063 364 47 67,228,156 35503 - -
Granted 27,637,183 386 3,156,609 41985 16,915,605 41981 - -
Forfeited (7,368,571) 32809 (894.471) 39579 (3,698,146) 401 52 - -
Exercised (17,552,702y 25602  (2,385,106) 27056 (7.410,273) 274 37 - -
Outstanding at 26
February 201 ! 130,638,774 3453 13,081,095 392 81 73,035,341 37586 - -
Exercisable as at
26 February 2011 14,363,859 36648 5920867 37513 27,131,525 34813 - -
Exercise price 248 00 to 197 50 to 197 50 to
range (pence) 410 Q0 47375 473 75 -
Weighted average
remaining
contractual hfe
(years) 043 492 4 61 -

Share options were exercised on a regular basis throughout the period The average share price dunng the 52 weeks
ended 25 February 2012 was 385 43p (2011 417 80p)

The fair value of share options 1s esumated at the date of grant usmng the Black-Scholes option pricing model The
following table gives the assumptions applied to the options granted in the respective periods shown No assumption
has been made to incorporate the effects of expected early exercise
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)

22. SHARE-BASED PAYMENTS (continued)

2012 2011
Savings-related Exccutive  Nilcost  Sawvings-related Executive  Nil cost
share option share option option share option share option optton
schemes schemes  schemes schemes schemes  schemes
Expected dividend yield (%) 41% 41% 00% 35% 35% -
Expected volatiity (%) 23-27% 26% 26% 26-30% 25% -
Risk-free interest rate (%) 15-18% 200% 260% 1 6-22% 2332% -
Expected life of option
(years) Jors 6 6 Jors 6 -
Weighted average fair value
of options granted {pcnee) 69 85 6291 407 19 9341 7786 -
Probability of forfeiture (%) 14-15% 10% 0% 14-15% 10% -
Share price (pence) 404 00 40275 407 19 43600 41989 -
Weighted average exercise
price (pence) 36400 402 75 000 386 00 419 89 -

Volatility 1s a measure of the amount by which a price 15 expected to fluctuate during a period The measure of
volatility used in Tesco PLC option pricing models 15 the annualised standard deviation of the continucusly
compounded rates of return on the share over a pertod of ume In estimating the future volatlity of the Company’s
share price, the Board considers the histonical volatility of the share price over the most recent period that 15 generally
commensurate with the expected term of the option, taking into account the remamng contractual life of the option

b) Share bonus schemes

Eligible UK employees are able to participate in Shares in Success, an all-employee profit-sharing scheme When an
award 1s made, shares are normally awarded 1n Tesco PLC as a percentage of earnings up to a statutory maximum of
£3,000

Semtor management also participate n performance-related bonus schemes The amount paid to employees 1s based on
a percentage of salary and 1s paid partly in cash and partly 1n shares Bonuses are awarded to eligible employees who
have completed a required service perod and depend on the achievement of corporate targets The accrued cash
element of the bonus at the balance sheet date 15 £2m (2011 £17m)

Selected senior management participate i the sentor management Performance Share Plan Awards made under this
plan will normally vest three years after the date of the award for mil consideration Vesting will normally be
conditional on the achievement of specified performance targets related to the return on capital employed over a three-
year performance period

Sentor management participate in the seiected semior management Performance Share Plan (2011) Awards made
under this plan will normally vest three years after the date of the award for ml consideranon Vesting will normally be
conditional on the acluevement of specified performance targets related to the return on capital employed and earmings
per share over a three-year performance peniod

The Executive Directors of Tesco PLC participate in short-term and long-term bonus schemes designed to align their
mnterests with those of shareholders Full details of these schemes can be found in the Tesco PLC Directors’
Remuneration Report 1n the Tesco PLC Annual Report and Financial Statements 2012

The fair value of shares awarded under these schemes 15 their market value on the date of award Expected divadends
are not icorporated nto the fair value
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TESCO STORES LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE 52 WEEKS ENDED 25
FEBRUARY 2012 (continued)
22. SHARE-BASED PAYMENTS (continued)

The number and weighted average fair value (WAFV) of share bonuses awarded duning the 52 weeks to 25 February
2012 were

2012 2011

Shares number WAFV (pence) Shares number WAFYV (pence)

Shares 1n Success 24 940,388 416 26 23,850,311 41623
Executive Incentive Scheme 5,430,280 41598 8,136,070 39893
Performance Share Plan 9,436,561 38750 995,620 396 23

23. PENSIONS
The total cost of the pension scheme to Tesco Stores Lumuted was £375m (2011 £355m) Further disclosures relating

to the Tesco PLC Pension Scheme can be found 1n note 26 of the Group financial statements for the 52 weeks ended
25 February 2012

24. CAPITAL COMMITMENTS

At 25 February 2012 there were commitments for capital expenditure contracted for but not provided of approximately
£24m (2011 £284m)

25. ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The Company’s immediate parent undertaking 1s Tesco Holdings Limited

The Company’s ulimate parent undertaking and controlling party 1s Tesco PLC, which ts registered in England and
Wales, and which 1s the parent undertaking of the smallest and largest group to consolidate these financial statements
Copies of the Tesco PLC financial statements can be obtamed from the Company Secretary, Tesco PLC, Tesco House,

PO Box 18, Delamare Road, Cheshunt, Hertfordshire, EIN8 9SL

26. CONTINGENT LIABILITIES
A number of contingent habihities can anse 1n the normal course of business which if realised are not expected to
result 1n a matenal hiabiity to the Company The Company recogmises provisions for liabilities when 1t 1s more hkely

than not a settlement will be required and the value of such a payment can be rehably estimated

The Company has provided a fixed charge over a portfolio of several properties of up 10 £500m 1 favour of the Tesco
PLC Pension Scheme 1a the event of the Company defaulting on 1its obligations to the scheme

27. RELATED PARTY TRANSACTIONS

Transactions with other subsidiary companies within the Group are not disclosed as the Company has taken advantage
of the exemption under paragraph 3(c) of FRS 8 “Related Party Disclosures”, as the consolidated financial statements
of Tesco PLC, in which the Company 15 included, are available at the address noted n note 25

28. POST BALANCE SHEET EVENTS

In August 2012, the Company sold its 34 4% interest 1n Greenergy Fuels Holdings Limited
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THE TESCO CROWN LIMITED PARTNERSHIP

GENERAL PARTNER’S REPORT FOR THE PERIOD ENDED 25 FEBRUARY
2012

Tesco Stores Limuted (the “General Partner”) presents 1ts Report and the audited financial statements of The
Tesco Crown Lumuted Partnershup (the “Partnership”) for the 52 week period ended 25 February 2012 (prior
period 52 weeks ended 26 February 2011) Dunng the period, Tesco Stores Limuted acted as the General
Partner and Tesco PLC acted as a himited partner of the Partnership

Business review and principal activities

The Partnership 1s dormant There has been no sigmficant change 1n the nature or level of this activity during
the period and the General Partner does not expect this to change significantly throughout the next financial
penod

The results for the period show a pre-tax profit of £ml (2011 £1,295,000) and sales of £mil (2011 £ml)

The Partnership has net assets at the period end of £127,391,000 (2011 £127,391,000)

Principal risks and uncertainties

Given the dormant nature of the Partnership, the General Partner 1s of the view that there are no principal
risks and uncertainties related to the partnership

Charitable and political donations

There were no chantable or political donations for the period (2011 £nul)

Future outlook

The Partnership 1s expected to remain dormant throughout the coming financial period

Key performance indicators

Given the Partnership 15 dormant in the 52 week period ended 25 February 2012, the General Partner 1s of the
opmion that analysis using key performance indicators 15 not necessary for an understanding of the
development, performance or position of the business

Research and development

The Partnershup does not undertake any research and development activities

Employees

The Partnership had no employees during the period (2011 none)

Partners

The partners, including the General Partner, Tesco Stores Linuted, are set out i note 4 of the financial
statements

Supplier payment policy

The Partnershup does not have any direct supplier relationships




THE TESCO CROWN LIMITED PARTNERSHIP

GENERAL PARTNER’S REPORT FOR THE PERIOD ENDED 25 FEBRUARY
2012 (continued)

Cautionary statement regarding forward-looking information

Where this review contains forward-looking statements, these are made by the General Partner in good faith
based on the nformation available to them at the time of their approval of this Report These statements
should be treated with caution due to the inherent nsks and uncertainties underlying any such forward-
looking information A number of important factors, including those n this document, could cause actual
results to differ materially from those contained in any forward-looking statement




THE TESCO CROWN LIMITED PARTNERSHIP

GENERAL PARTNER’S REPORT FOR THE PERIOD ENDED 25 FEBRUARY
2012 (continued)

Statement of General Partner's responsibilities

The Generai Partner 1 required under the supporting Limited Partnership Agreement to prepare financial
statements for each financial period 1n accordance with the requirements of the Limuted Partnership
Agreement

In prepanng the financial statements the General Partner should

select suitable accounting policies and then apply them consistently,
make judgements and estimates that are reasonable and prudent,

e  state whether apphicable accounting standards as specified in accordance with the Limuted
Partnership Agreement, have been followed, subject to any material departures disclosed and
explained 1n the financial statements, and

s prepare financial statements on a going concern basis unless 1t 1s inappropnate to presume that the
Partnership will confinue 1n business

The General Partner 1s responsible for keeping accounting records, which are sufficient to show and explain
the Partnership's transactions, disclose with reasonable accuracy at any time, the financial position of the
Partnership and enable them to ensure that the financial statements comply with the Linmuted Partnership
Agreement The General Partner 1s also responsible for safeguarding the assets of the Partnership and hence
for taking reasonable steps for the prevention and detection of fraud, errors and other wregularties

The General Partner 1s requured to act m the best interests of the Partnership and to perform its obligations
under the Limuted Partnership agreement

The financial statements have been prepared 1n accordance with part 15 of the Companzes Act 2006 as
required under statutory mstrument 2008/569

On behalf of Tesco Stores Limuted 23 NWW [774 2012

A ﬂ/\m
L Mcllwee

For and on behalf of

General Partmer

Tesco Stores Limuted

Registered Number 519500

Registered Office Tesco House, Delamare Road, Cheshunt, Hertfordshire, EN8 9SL, United Kingdom




THE TESCO CROWN LIMITED PARTNERSHIP

BALANCE SHEET AS AT 25 FEBRUARY 2012

Notes 25 February 26 February
2012 2011
£000 £ 000
Current assets

Debtors — amounts falling due within one year 3 127,391 127,391
Net assets 127,391 127,391

Partners’ interests
Partners’ capital accounts 4 195,000 195,000
Profit and loss reserve 5 (67,609) (67,609)
Partners’ interests 127,391 127,391

The financial statements on pages 5 to 7 were approved by the General Partner on 23 nwive; 2012 and were signed
on 1ts behalf by

L McIlwee

For and on behalf of
General Partner

Tesco Stores Linuted
Registered Number 519500




THE TESCO CROWN LIMITED PARTNERSHIP

NOTES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED 25
FEBRUARY 2012

1 ORGANISATION AND CONTROL

The Partnership was established on 4 February 2003 and 1s registered as a Limited Partnership 1in England
and Wales under the Lirmuted Partnership Act 1907

2. ACCOUNTING POLICIES

Basis of accounting

The financial statements are prepared on the going concern basis in accordance with applicable Umted
Kingdom accounting standards, under the hustonical cost conventien, and 1n accordance with the Compames
Act 2006, as required by the Linuted Partnership Agreement The principal accounting policies are set out
below

Allocation of profits and drawings

The net profits of the Partnership incurred 1n each pertod are divided between the partners in the following
proportions

Limited Partner (Tesco PLC) 53371%
General Partner (Tesco Stores Limted) 94 6629%

Any net losses of the Parinership m each peniod are borne by the Partners 1n the same proportion that they
share the balance of the net profits of the Partnershup

3. DEBTORS - AMOUNTS FALLING DUE WITHIN ONE YEAR

25 February 26 February

2012 2011

£000 £000

Amounts owed by Group undertakings 127,391 127,391
127,391 127,391

Amounts owed by Group undertakings are unsecured, interest free, have no fixed date of repayment and are
repayable on demand

4. CUMULATIVE PARTNERS’ ACCOUNTS

Partners’ Accounts Captal Profit for the period Distnbutions Total
as at 25 Feb 2012 Contributions ended 25 Feb 2012

£000 £000 £000 £000
Tesco PLC 190,000 - - 190,000
Tesco Stores 5,000 ] i 5,000
Limuted
Total 195,000 - - - 195,000

The Partnership was formed on 4 February 2003 The Partnership recerved a capital injection totalling
£195,000,000
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THE TESCO CROWN LIMITED PARTNERSHIP

NOTES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED 25
FEBRUARY 2012 (continued)

5. RESERVES

Profit and

loss reserve

£000

As at 26 February 2011 (67,609)
Profit for the financial period -
As at 25 February 2012 (67,609)

6. ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY
The immedsate parent undertakings of the Partnership are Tesco Stores Limited and Tesco PLC

The Partnership’s ultimate parent undertaking and controlling party 1s Tesco PLC, which registered n
England and Wales, and which 1s the parent undertaking of the smallest and largest group to consolidate
these financial statements Copies of the Tesco PLC financial statements can be obtained from the Company
Secretary, Tesco PLC, Tesco House, PO Box 18, Delamare Road, Cheshunt, Hertfordshire, EN8 9SL

7. RELATED PARTY TRANSACTIONS

Transactions with other subsidiary compamies within the group are not disclosed as the Partnership has taken
advantage of the exemption under paragraph 3(c) of FRS 8 “Related Party Disclosures”, as the consohdated
financial statements of Tesco PLC, 1n which the Partnership 1s included, are available at the address noted
above




