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. SAFEWAY STORES plc

REPORT OF THE DIRECTORS

The directors present their annual report on the affairs of the group together  with the audited
accounts lor the year ended 2 April 1994,

PRINCIPAL ACTIVITY AND BUSIMNESS REVIEW

The principal activity of the group continues to be food retailing. The company is the principal
operating subsidiary of Argyll Group PLC. During the year, the group has extended uts food retail
interests through its new store opening programme and this is planned Lo continue in the curfent
year,

‘The company acquired all the business and assets of its subsidiary company English Reat Estates ple
with effcct from 4 April 1993 for a total consideration of £250.000,000, being the net wsset vatue a1 3

April 1993,
RESULTS AND DIVIDENDS

The group’s profit on ordinary activities before taxation was £334,211,000 (1993 - £288.474,000). Sales
for the year were £4,867,787,000 (1993 — £4.423,864,000).

The profit auributable (o ordinary sharcholders for the year amounted to £237.661.000 (1993 —
£213,193.000).

A first interim dividend of 15.2481p per ordinary sharc totalling £35,000,000 was paid on 11
February 1994 (1993 ~ £30,000,000) and a second interim dividend of 27.01092p per ordinary share
totalling £62.000,000 (1993 — £65500,000) was paid on 31 March 1994, The dircciors do not
recommend ihe payment of a final dividend in respect of the year ended 2 April 1994 (1993 ~
NIl

DIRECTORS
The directors of the company during the year were:—

Retired 31 March 1994

Sir Alistair Grant — Resigned 7 December 1993 C.S. Lawric

C.D. Smith M.L. Taylor

P.O. Kicran D.G.C. Webster — Resigned 7 December 1993
D.B. Bootle M.J. Winch

L.R. Christenscn G. Wotherspoon

P.A. Frendo ~ Resigned 31 January 1994 R.E. Partington —~ Appointed 13 January 1994
F.N. Glen A.R. Motris = Appointed 3 March 1994
D.LH. Huber

J.P. Kinch

Mr R.G. Williams was appointed as a dircetor of the company on 28 April 1994,
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v REPORT OF THE DIRECTORS (Continued)

DIRECTORS' INTERESTS 3

The company s 2 wholly=owned subsidiary of Argvll Group PLC and consequently none of the
directors have any interest in the shares of the company. ‘,

The: following directors who are not aiso directors of the compuny’s uliimats  holding company
were interested in the ordinary 25p shares of Argyli Group PLC at the end of the year as indicated

helow:—
2 April 1994 .3 Aprit 1993
Share Share
Shares options Shares aptions
D.B. Bootle 6,888 128,333 6,568 128,333
I..R. Christenscn 3.23q 192,711 6,888 142,711
F.N. Glen 6.925 167,282 6,874 140,903 B
D.JH. Hubcr 5.000 177,166 - 138,516 i
I.P. Kinch 31,884 170,616 1,706 167.453
A.R. Marris - 114,399 - 114,399 * 5
R.E. Partingion - - - ~-*
M.J. Winch 5,066 178,603 3,807 179,953 5
* at date ol appointmeni bf
Joa
i
At the date of his appointment us a director on 28 April 1994, Mr R.G.Williams held nil ordinary :
25p shares of ~.rgy)l Group PLC and 74,956 share options 10 acquire ordinary 25p shares of Argyll

Group PLC.

Shisie options granted to and exercised by directors during the year are sct out below: -

eyl = by ST

Granied Exercised Granted Excreised
D.B. Bootle - - 1.P. Kinch 35.000 31.837 ;
L.R. Christensen 30,000 - A R, Morris - - i
F.M. Glen 50,000 23,621 R.E.Pariington - - A
D.J.H. Huber 50.000 11.350 M.J. Winch 50,000 51,35
:

* since date of appointment

e L0

Mr.C.D.Smith. Mr.P.O.Kieran, Mr.M.L.Taylor, and Mr.G.Wotherspoon are dircctors of Argyll
Group PLC and their interests in the shases of Argyll Group PLC are disclosed in the accounts of

that company. .
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u REPORT OF THE DIRECTORS (Continucd)

L3

The share options ceferred to above relate to options granted under The Argyll Group
Exccutive Share Option Scheme andéor The Argyll Savings Related Share Option Scheme and
enable the option holder to subseribe fur ordinary 25p shares of Arpylt Group PLC. Derails of
aptions currently outstanding arei—

Subscription

Date of Grant Price Exercise Period
1 October 1986 153.81 p 1 October 1989 1o 30 September 1996
7 December 1987 16648 p 7 December 1990 1o 6 December 1997
15 December 1988 157.72 p 15 December 1991 to 14 December 1998
29 August 1989 191.79 p 17 November 1994 o 17 May 1995
18 December 1989 196.66 p 18 December 1992 o 17 December 1999
14 June 1990 181.08 p 1 September 1995 o 29 February 1996
29 November 1950 234,63 p 29 November 1993 10 28 November 2003
21 Junc 1991 227.00 p 1 Sepiember 1996 to 28 February 1997
23 December 1991 2200 p 23 December 1994 Lo 22 Pecember 2001
18 June 1992 27900 p 1 Seprember 1997 to 28 February 1998
26 November 1992 363.00 p 26 November 1995 to 25 Movember 2002
15 July 1993 264,00 p 1 September 1998 to 28 February 1999
6 December 1993 25500 p 6 December 1996 13 5 December 2003

At no time during the vear or subsequently had any director a material intersst in any contract or
arrangement with the company or its subsidiaries which was significant in relation to the group's

business.
DIRECTORS’ AND OFFICERS’ LIARILITY INSURANCE

During the year, fiability insurance has becn mainmained for the company’s directors and officers as
permitted by Section 310 of the Companics Act 1985.

CASH FLOW STATEMENT

Under the provisions of Financial Reporting Standard Ne. 1, the company has not presented a cash
flow statement hecause its ultimate holding company has prepared consolidated accounts which
include the company and which contain a cash [low siatement.

TANGIBLE FIXED ASSETS

The movement in tangible fixed assets during the year is sct out in Note 9 on page 16,

EMPLOYMENT POLICIES

It is the group’s policy to give full and fair consideration to applications for employment by people
who are disabled. to continue wherever possible the employment of staff who become disabled and
to provide equal opportunities for the training and carcer development of disabled employecs,

The health and safety of the group'’s cmployees, custaiers and members of the general public who
may be affected by the group’s activities is a matter of primary concern, Accordingly, it is the
group’s policy to manage its activitics so as L0 avoid causing any unmiecessary or unacceptable risk
to the health and safety of employees and members of the public.,
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REPORT OF THE DIRECTORS (Continued)

EMPLOYMENT POLICIES (Continued)

The number wnd wide geographic distribution » the group’s operating locations make it difficult
but essenual to communicate effectively with employees.  Communications and consultation
within the group's retadl activities are principally through the operational structure of store, district
and regional management, and particular use is made af @ company magazine,

RESEARCH AND DEVLLOPMENT

We are commitied 1o the continuing development ol our praduct range and own brand products in
particular. We work in close co—operation with our suppliers on the pravision of a eomprehensive
range of good value products whilst emphasising quality and innovation.  We have a continuous
programme o product research and development and we undertake considerable investment in
operational and sysieins related impravements, During the year, the comgany invested around £5
million on these activities o support our already high standards of eustomer service, hygienc and
general safety lewels,

CLOSE COMPANY STATUS

The directors have been advised that the company is not a close company within  the meaning of
the provisions of the Income and Corporation Taxes Act 1988,

AUDITORS

Arthur Andersen have indicated their willingness to continue in office and @ resolution to
re—appoint them as auditors will be proposed at the forthcoming annual general meeting,

BY ORDER OF THE BOARD

.
™

J.P.Kinch

_Setretary

23 June 1994

I, O'»‘,,‘V‘ko‘%i‘ LN ‘&.u:-‘,"i‘a o




s ! A . . / . .
e W SR, o kel -
. Calin L8 7oy - TNESPELE S
R "\jy" e ;‘1 MR | \‘]““‘“‘""o\ Tk %ﬂﬂw"\m? Z
- K DT |

1

o

[iS

3

B
Piitpaptiraiitiey

[
T
i+

o R . Bl A . A
N 4
e SIS o S (1 s A EZ
gt T TR et T (‘({;T 7 e ;

A T S Dt b s $romy

SAFEWAY STORES plc
DIRECTORS' RESPONSIBILITIES

Company law requires the directors 1o prepare financial statements for cach financial year which
mive a true and fair view ol the state of affairs of the company and the group and of the profit for
the year. In preparing the {inancial statements the dircctors are required:

*  (osclect suitable accountitg policies and then apply them consistendy:
* Lo make judgements and estimates that arc reasonable and prudent:

* 10 state whether applicable accounting standards have been followed, subject to any malerial
departures disclosed and explained in the financial statements; and

* (o prepare the financial statements on the going concern basis unless it is inappropriate
to presume that the group will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy al any time the financial position of the company and the group and to cnable them to
ensure that the financial statements comply with the Companies Act 1985. They are also
responsible for safcguarding the assets of the company and the group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularitics,

The directors confirm that these financial statements comply with these requirements.

AUDITORS’ RESPONSIBILITIES

Company law requires the auditors to form an independent opinion on the firancial statements
presented by the directors based on their audit and 1o report their opinion to the sharcholders.

The Companies Act 1985 also requires auditors to report to the shareholders if the [ollowing
requircments are not met:

* that the company and the group have maintained proper accounting records and that proper
returns adequate for the audit have been received from branches not visited by them:

*  that the financiai statements are in agreement with the accounting records and returns,

*  that directors’ emoluments and other transactions with directors arc properly disclosed in the
financial statements: and

*  hat the auditors have obtained all the information and explanations which, to the best of their
knowledge and belief, are necessary for the purposes of their audit.

Additionally, the Companies Act 1985 requires the auditors to report to the sharcholders if the
matters contained in the report of the directors are inconsistent with the financial statements.




. SAFEWAY STORES plc

REPORT OF THE AUDITORS

TO THE SHAREHOLDERS OF SAFEWAY STORES plc:

We have audited the financial statements on pages 8 to 23 which have been prepared under the
historical cost convention and the accounting policies set out on pages 8 and 9.

Respective responsibilities of dircctors and auditors

As described on page 6, the company's directors are responsible for the preparation of the financial
statements. It is our responsibility to form an independent opinion, based on our audit. on those
statements and report our opinion to you.

Basis of 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 amounts and
disclosures 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 policies are appropriate 10 the circumstances of the company and of the group,
consistently applied and adequarely disclosed.

We planned and performed our audit so as to obiain all the information and explanations which we
considered necessary in order 10 provide us with sulficient evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other
irregularity or crror.  In forming our opinion, we also evaluated the overall accuracy of the
presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and (air view of the state of alfairs of the cornpany
and of the group at 2 April 1994 and of the group's profit for the year then ended and have
been properly prepared in accordance with the Companics Act 1985,

Qxb’ﬁm«:-' %—:PM

Arthur Andersen.

Chartcred Accountants and Registered Auditors,

1 Surrey Street,

London, WC2R 2PS 23 June 1994
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‘ SAFEWAY STORES ple

STATEMENT OF ACCOQUNTING POLICIES

BASIS OF ACCOUNTING

The accoums haye been prepared op the historical enst basis and in aecordance  with applicable
accounting standargs, using the Iollowing accounting policies; —

PRINCIPLES OF CONSOLIDATION

The group accouns comprise the accounts of the company and its subsidinry undertakings, aif of
which are wholly—~owneq subsidiaties, The results of subsidiaries acquired or disposed of in the
¥edr arc included in the Efoup  profit and loss accoun as from or up to their effective date of
dequisition or disposal,

Goodwil] arising in connection with the acquisition of subsidiarics and businesses has been written
off against reserves,

No profit and Joss account s presenied for the company. as provided by Section 230 or the
Companies At 1985,

INVESTMENTS IN SUBSIDIARIES

Inthe caompany's accounts, investments in subsidiaries arc stated ag Cost, less amounts writen off,
Oulv dividends receiveq and receivable are crediteg 10 the company's profit and foss account,

TANGIBLE FIXED ASSETS

Tangible (ixed assets are stated at cost tess accumulated depreciation,. Plant, tquipment apd
vehicles which yre feased but provide the group  with substantially all the benefits and
risks of Ownership are capitalised ag the original cost 10 the lessor.

The costs of operating Jeases of land ang buildings and other assers are charged (o the profit and
loss account as incurred, Surpluses on saje and  operating leasehack of propertjes are
recognised as income in the year of disposal,

Interest costs relating to the linancing of freehokt ang long leasehold developments arg capitalised
at the weighted average cost of the related borrowings up to the date of completion of the project,

Frechold land s hot depreciated  uniess, in the Opinion of the direclors, a permanent
diminution in vajue has occured.,

Depreciation i provided 10 write off (he cost of other 1angible fixey #4S5C1S over  their

estimated economic fives o a straight—line basis as follows: ~

Frechold and long lcaschold buildings ~ maximum of 40 years
Short lcasehold buildings ~ maximum of 40 years or tlerm of lease if fess
Plant, equipment and vehicles =~ 4 years 10 a maximum of 8 years

In the case of poar peeformisng or proposed replacement stores, additiona) depreciation js provided
Over the remaining estimated life to write them down to net realisabie valye,

-8~




@
M
. Raliiated o DSRNPRS B

w

T

\cwbmw‘.-.ﬂ-i_

e o e

i

e

STATEMENT OF ACCOUNTING POLICIES (Continued)

The group's policy is to maintain its properties 10 @ high stundard through a conunual programme of
refurbishment and muintenance, Last year, deprectation wis not provided on frechold and long
leasehold buildings where, in the apinion of the dircctors, the residual values {in terms of origmal
cost) were such that any depreciation charge would have been immaterinl. The directors have
reviewed the peed to recognise in accounting terms the finite life of superstore developments and
also. given the pace of change in store formais, the rate of obsolescence of store fixtures. As a result,
the group now provides for depreciation on these buildings. including cupitalised interest thereon, at
an annual rate of 2 172 $2. In addition. the estimated economic lives of certom store, depol and office
fixtures and fittings have been reduced [rom 10 years 10 a maximum of 8 years,

The effect of the changes outlined above was to reduce operating profitin the current year by £32.045,000
{Note 1 on page 12},

STOCKS

Stocks are stated at the lower of cost and net realisable  value,  For stocks al retail stores,
cost is calculated by reference to selling price less appropriate trading margins,

TAXATION

Corporation tax is provided on the taxable profits for the year at the rate surrent during the

year. Deferred taxation is provided, using the liability method, in respeet of tax allowances

for fixed assets in excess of deprecintion provided in the accounts and other timing differences, only
10 the extent that it is probable that a liability will crystallize.

FOREIGN CURRENCY
Transactions in foreign currencies arc translated into sterling al the rates  of exchange
current at the dates of the transactions. Foreign currency monctary asscts and liabilities

in the balance sheet are transtated into sterling at the rates of exchange ruling at the end
of the year. Resulting exchange gains and losses arc taken to the profit and loss account.

PENSION SCHEME CONTRIBUTIONS

Contributions 10 pension schemes are charged to the profit and loss account so as Lo spread the
cost of pensions at a substantially lcvel percentage of payrofl costs over employees’ working
lives with the group.

SALES

Sales represent proceeds from external customers, less returns and allowances, and are inclusive
of valuc added tax.

COST OF SALES AND DISTRIBUTION COSTS

Cost of sales represents the purchase cost of goods for resale and includes the cost of transfer
to the point of salc.

Distribution costs represent the cost of holding goods at the point of sale, selling costs and
the costs of transferring goods to the customer and include store operating espenses.

RESEARCH AND DEVELOPMENT

Research and development expenditure is charged to the profit and loss account as incurred.

gl
s i‘};:’ ol o .




‘w\t-e

a a—————
-«m\v v -\.uw w*«vﬁk“'«w e

o r,-4 e, s AP

[0

T
ok, MM‘ H(:m»

NN - SAFEWAY STORES plc

GROUP PROFIT AND LOSS ACCOUNT

- FOR THE YEAR ENDED 2 AFRIL 1994

SALES

Value added tax

TURNOVER, excluding value added tax
Cost of sales

GROSS PROFIT

WNet operaling expenscs

OPERATING PROFIT

Property profils

Net interest receivable/( payable)

PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION

Tax on profit on ordinary activitics

PROFIT FOR THE FINANCIAL YEAR
Dividends paid and proposed
RETAINED PROFIT FOR THE YEAR
RETAINED PROFIT, beginning of year
RETAINED PROFIT, cnd of year

aceount,

- 10 -

Notes

9

1994
£000

4,867,787
(302,179)

= T et 4

4,565,608
(3,489,862)

e e

1,075,746
(746.847)

W e oA i

328,899
271
5.041

o s i

334,21
(96,550)

237,661
(97.000)

T —— AL w5

140,661
464,280

2 r———— .

604,941

1993
£000
4,423,864

(270.889)

b vt - kA

4,152975
(3.143.715)

1,009,260
(673.515)

ot pammb A s

335,745
1,905
(49,176)

it b e

288.474
(75.281)

213,193
{95.500)
117,693
346,587

Frv P ————

464 280

There are no recognised gains or losses other than those shown in the profit and loss account above.

The accompanying notes and statement of accounting policies form part of this profit and loss

BRLG ET




SAFEWAY STORES ple

BALANCE SHEETS AT 2 APRIL 1994

GROUP
Notes 1994 1993
£000 £'000
FIXED ASSETS

Tangible lixed assets ) 2,366,058 2,008,982
[nvestments 10 370 ‘570
2,367,028 2 O(J‘) '%57

CURRENT ASSETS o
Stocks 11 215,973 215,708
Debtors 12 145,755 96,582
Cash at bank and in hand 164,532_ 392,392

526,260 704,682
CREDITORS, due within onc year

Bank overdrafls (10,247) {74,105
Louns 14 (12,589 (11,850
Oiher creditors 13 (1,081.873) (967.572)
NET CURRENT ASSETS/ ' -

{LIABILITIES) (578449 ( ‘51!8 f§4i)
TOTAL ASSETS LESS CURRENT

LIABILITIES 1,788,579 1,660,507
CREDITORS, due alter one year
Loans 14 (943,901} (956,470}
PROVISIONS FOR LIABILITIES

AND CHARGES
Delerred waxation 15 (1 0,200) {10,200)
NET ASSETS 814 478 693.817
CAPITAL AND RESERVES
Called —up share capital 16 229,537 229,537
Profit and loss account 604,941 464 280

TOTAL CAPITAL EMPLOYED 17 8’%4 478 691 81 7

Approved by the Board of Directors on 23 J June 1994,
el D AT
C.D. SMITH )

F.N. GLEN ) DIRECTORS

L")

COMPANY
1994 1993
£'000 £000

2314279 1085812

250,810 257,375
2,565,089 1,343,187
213,013 212,476
197,635 734,259
155,829 390,698
506,477 1337433
(10,247)  (74,022)
(12,589)  (11.850)
(1321,658)  (934,909)
(778017) 316,652
1787072 1,659.839
(943,901)  (956.490)
- (10,200) (10,200)
432,971 693,149
229,537 229,537
603,434 463,612
832,971 69'% 149

The accompanying notes and statement of accounting policics form part of these balance sheets.
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F Y : SAFEWAY STORES plc
IR NOTES TO THE ACCOUNTS
o 1. TRADING INFORMATION

The prineipal activity of the group is food rewiling. Substantially all contributions to sales
and profit on erdinary activities before waxation erose in the United Kingdom.

During the year, the dircctors have reviewed the need Lo recognise in accounting terms the finjle
life of superstore developments and also, given the pace of change in store formats. the rate of
obsolescence of store fixtures. As a result, the group now provides for depreciation on frechold
and tong leaschold buiklings at an annual rate of 2 122 %. In addition, the estimated economic
lives of certain store, depot and office fixtures and fittings have been reduced from 10 years to a
maximum of 8 yeurs, The cffect has been to reduce operating profit by £32.045,000.

2. NET OPERATING EXPENSES

P

1994 1993

£1000 £000
Distribution costs (655,422) (5K5,646) b
Administrative expenses (88,293} (86.,678) %
Net expensc from non—trading properties (3.132) ~(1191)
(746,847) (67.5.515) oy
i

Distribution costs and administrative expenses are net of allocations of costs incurred by the
company and recharged to Presto and Lo—Cnst Stores Limited, a (eflow subsidiary company of
Argyil Group PLC.

Included in administrative cxpenses is a management fee of £7.829.900 (1993 - £9.575,000)
payable ta the ultimate holding company for services provided,

3. PROPERTY PROFITS
Property profits are stated net of property losses totalling £6,461,000 (1993 — £3,173,000).

Additionaily, provisions totalling £2,600,000 have been made against certain poor performing or
proposed replacement stores likely to be closed (1993 — £708,000).

-12 -




' NQOTES TO THE ACCOUNTS {(Continued)

NET INTEREST PAYABLE

1094 §993
£00n 1001
Intercst payable:
Loaus repayable by instalments within five years (33400 {4,079)
Bank overdrafts and loans repayable other
than by instalments within five vears (19.177) (57,540
Loans not wholly repayable within five years (3.875) {4,604}
(26,442) (66.223)
Interest capitalised on frechold and
long leaschold developments 16,067 15 950
(10,375) (5().‘_73)
Interest receivable 15 416 1.097
S 041 (49 l?ﬁ)

The interest element of charges payable under finance leases amounted 10 £5,807.000 (1993 —

£6,120,000).

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Praofit on ordinary activities before taxation is stated after charging the following ilems:—

Depreciation of tangible fixed assets
Hire charges under operating leases

Plant and equipment

Property
Cther hire charges
Auditors’ remuneration - audit

- other

Staff costs (Noie 6 below)

STAFF COSTS AND DIRECTORS’ EMOLUMENTS

{a) The average weekly number of persons employed by the group was as {ollows: ~

Total employed
Fult time equivalent

1994
£000

112,466

12,435
53,993
944
290

70

50( .388

1994

Number

34,150
35,949

SEITTEAETIES

1993
£000

65.338

10.874
52,474
1218
282

34
475921

ey

1993
NMumber

30,955
37.705

oy e~ i rain |

At 2 April 1994. the total number of employces was 54,581 (1993 = 52,906) and the
full time equivalent number was 40,288 (1993 = 39,047).

-13 -
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(d)

NOTES TO THE ACCOUNTS (Continued)

Staff costs during the year amounted to:—

1994 1993

L0600 £060

Wages and salaries 458,457 431,561
Social securily costs 36,927 34,315
Other pension costs 11,004 IO 045
506,388 475.9’21

Long term incentive plan

A performance related incentive plan was mtroduced in April 1988 for directors of the
company and exceutive directors of the ultimate holding company. Payments under the
first two cycles of the plan covering the financial years 1989 o 1991 and 1991 to 1993 were
related 10 cumulative growth in the ultimate holding company's fully taxed carnings per
share and increase in share price. The payment due under the third cycle of the plan
covering the financial years 1993 to 1995 will be based on the ultimate holding company's
total sharcholder return, including reinvested dividends, compared against an index
consisting of a predetermined list of comparator comipanics.

Last year's accounts included an amount of £1,507.355 in respect of the sccond cycle of the
plan covering the financial years 1991 to 1993 and is included in staff costs above. The tatal
value of cntitlements received by participants under this second cycle, which vested during
the financial year amounted to £950,885, and has been included in the analysis of directors’
emoluments below.

This year's accounts include an amount of £Nil (1993 — £780,844) in respect of the
sccond vear's performance ai the third cycle of the plaa covering the financial years 1993
to 1995 and is included in staff costs above. Payments under the third cycle of the plan
will not vest until the 1996 financial year,

Dircctors’ emoluments: —

The swaff costs above include the foliowmg cmoluments in  respect of dircctors of the

company;—
1994 1993
£000 £000
Fees - -
Other emoluments, including
pension contributions 1,394 877

T TR e ety

The direcicrs emoiumants shovm above, excluding pension contributions, included:~

1994 1993
£000 £000
Chairman = -
Highest paid dircctor "79 151

e onearanars i
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NOTES TO THE ACCOUNTS (Continued)

The cmoluments, excluding pension contributions, ol the dircetors of the company
including the Chawrman and the highest paid director fell within the following bands:~

£ Nil - £ 35000
£20,0M - £ 25000
£ 30001 - £ 35,000
£120,001 - £125000
£130,001 - £135,000
£135001 - £140,000
£145001 -~ £150,000
£150,001 - £155,000
£230,001 - £235,000
£245,001 - £250,000
£260,001 - £265,000
£270,001 - £275.000
£275.001 - £280.000

Cerain of the directors are remunerated by and as directors or officers of the ultimate
holding company. In addition, during the year the company purchascd a property from
Mr R.E. Partington, under the terms of the executive retocation scheme, [or £178,500.

1994

Number

. |

1993
Numbes

10

P o e}

FOMy-ans

o N -
Ay Paoie) ot T4
G0 oy g BN

7.  TAX ON PROFIT ON ORDINARY ACTIVITIES
The tax charge is based on the profit for the year and comprises:—

1994 1993
£000 £000

United Kingdom corporation 1ax
at 33¢e (1993 ~ 33¢2) 97.140 74,163
Overseas taxation 1.860 1,118
Pricr year adjustments (2.:450) -
96,550 75,281
The principal reasons {or the lower than standard tax charge are tax relicl [or capital
allowances on fixed assets exceeding related depreciation by £7,430,000 (1993 ~ £13,801,000)
and the tax rclief for interest capitalised on frechold and long leaschold developments of

£5.302,000 (1993 — £5,264.000).

8. DIVIDENDS PAID AND PROPOSED
1994 1993
£000 £'000
Interim dividends paid 97.000 95,500
Final dividend proposed - -
97,004 95,500
15 -
SN B R R R s P s e 0 S L




. NOTES TO THE ACCOUNTS {Continuesl )

TANGIBLE FIXED ASSETS

GROUP

Costz-

Bepginning of year

Additions

Transferred to group
companies, net

Disposals

Other adjustmments

End of year

Depreciation:—

Beginning of year

Charged during the year

Transferred tn group
companies, net

Disposals

Other adjustments

End of ycar

Net bouk value: -
Beginning of year

End of year

Assets in course of construction included in cost above;—

Beginning of year

End uf year

Plant,
... Land and buildings cquipment
Long Short and
Freehold  leasehold  leasehold vehicles Total
£000 £000 £000 L£'e0n £000
1,239,489 230,007 159,001 681,937 2.210.464
350,313 34,166 6,376 109,250 500,105
- - - (1.122) (1,122}
(21.266) (4.938) (1,496) (16,456) {44,156}
57.648 6.287 2,308 (66,243) -
1,626,184 265,522 166,219 707,366 2,765,291
14,104 5,628 38,438 243312 301,482
19,861 4,443 9,223 78939 112,466
- - - (147) (147)
(2.095) (185) (991) (11.397) (15,168}
2,485 81 348 (2.914) -
34335 9,967 47,018 307,293 398,633
1 225385 224,379 120,593 438,625 2,008,982
1,591,829 255,555 119,201 400,073 2,366,658
202021 41,816 - 1,984 245,821
229,456 12,716 - 2,898 255070

At 2 April 1994, the net book value of tangible fixed assets iucluded £56,198,000 of leased
plani. equipment and vehicles (1993 ~ £67.557.000). The depreciation charged in respect of
leased plant, cquipment and vehicles during the year amounted 10 £12,508,000 (1993 —

£9.937,000).

Interest capitalised on freehold and long leasehold developments included in additions during
the year amounted to £16,067.000 (1993 — £15,850,000). The cumulative amount of inerest
capitalised in the total cost above amounts to £81.425,000 (1993 —~ £65,749,000).

Freehold land included in the total cost above amounts 10 £692,361.000 (1993 — £536,361,000).

- 16 —
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9 TANGIBLE FIXED ASSETS (Continucd) H
COMPANY {
Plant, 4
__Land and buildings _. .. equipment ¥
Long Short and
Frechold leaschold leaschold  wvehicles Total
£000 £'000 £000 £000 £000
Cosu—
Beginning of year 484,431 93491 153,624 636,459 1,368,005
Additions 348,456 29,671 6,359 107,265 491,751
Transferred from group
companics, net 735948 114,894 4,111 18,239 893,192 g
Dicposals (21,266)  (4.938)  (1473)  (16402) (44.079) ?
Other adjustments 57,648 6,287 2308  (66,243) - jg
End of year 1.605217 239405 164,929 699,318 2.708.869 ,j‘;
. e rmim et e e ot i’
Depreciation:~ Z
Beginning of year 5,686 109 37,721 238677 282,193
Charged during the year i%.491 4315 9,063 78,078 110,947 "
Transferred from group Hf
comparics, net 8,418 5516 351 2322 16,607 g
Disposals (2,095) (185) (989) (11,888) (15,157)
Other adjustments 2.485 81 348 (2,914) -
End of year 33,985 9836 46,494 304,275 394.590 d
Net book vatue:—
Beginning of year 478,745 93,382 115903 397,782 1,085.812 ¥
End of year 1,571,232 229,569 118435 395,043 2,314.279 :é.
Assels in course of construction included in cost above:— )
%
Begining of year 202021 41816 - 1984 245821 3
End of year 220456 10,661 - 2462 242,579 ;
it oo el P = P LU et ):
i
At 2 April 1994, the net book value of tangible (ixed assets included £56,198,000 of lcased ’
plant, equipment and vehicles (1993 ~ £67,556,000). The depreciation charged in respect of
leased plant, equipment and  vehicles during the year amounted o0 £12.506,000 (1993 ~
£9.936.000).
Frechold land included in the total cost above amounts to £678,729,000 (1993 — £512,729,000).
{7 -
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== NOTES TO 'THE ACCOUNTS (Continuc)

10. INVESTMENTS

{a)  Fixed asset investments al cost comprise:—~

GROUP COMPANY

1994 1993 1994 1993

£'000 £000 £000 £000

Subsidiarics - - 250,440 257,005
Other — Unlisted 370 370 370 370
370 370 250,810 257,375

P —— PP ———

Unlisted investments comprise the company's shareholding (33.33%2) in  European Retail
Alliance, a Belgian company, which provides a forum for the review and implementation
of future co—operation in arcas such as marketing, distribution, production and
information technology.

(b) Investments in Subsidiarics

The movement on this account during the year was; —

1994 1993
£000 '000
Beginning of year 257,005 7,005
Acquisition from immediate parent company - 250,000
Disposal to ultimate holding company (6,565} -
End of year 257,005

By an agreement dated 4 April 1993, the company sold its investment in Safeway Properties
Limited to its ultimate holding company, Argyll Group PLC. for a total consideration of
£6,565.000 being the net asset value at 3 April 1993,

‘The company's principal trading subsidiary is Safeway (Overscas) Limited, a company
registered in England, with operations in the Channel Islands, Gibraltar and the Isle of Man.
Safceway (Overseas) Limited is a wholly—owned subsidiary operating as a {ood retailer.

In addition 1o the above, the company has a number of other subsidiary companics,
particulars of which will be annexed 1o the next annual return of the company.

-18 =
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NOTES TO THE ACCOUNTS {(Continued)
It STOCKS
There 15 no significant difference between the balanee sheet vilue and  replacement cost of

stocks.

12. DEBTORS

GROUP CCMPANY
1994 1993 1924 1993
£'600 £'600 £'060 £'000 |
Amounts falling due within one year:~
Trade debtars 2,831 939 2,831 939
Due from ultimate holding company 20 - 20 -
Due from subsidiaries - - 22,667 638.858
Duz from other group companies 46927 15,396 46,927 15,396
VAT 6,971 9,675 697 9.675
Prepayments and accrued income 21,031 17.545 21,031 17,545
Other debtors 64,722 51473 63,935 50,292
Tax ceruficates of depusit 3233 1554 3253 1554
145,755 96,582 197,635 734,259

[P — (e ey [ e ¢ 5

The amounts due from other group companics are non interest bearing,

13. OTHER CREDITORS

GROUP COMPANY

1994 1993 1994 1993

£'000 £000 £000 £000
Amounts (alling due within one year:—
Trade creditors 483,679 400264 482,671 398308
Due o ultimate holding company 286.195 243,506 286,195 243.506
Due oy other group companics 743 67 743 67
Due to subsidiarics - - 250,000 6,565
Social security atnd PAYE 11,607 16,802 11,607 16,802
Corporaticn tax payable 120,723 100,214 115,990 68,341
Accruals and deferred income 55,539 50,172 51,065 44,773 !
Other creditors 123,387 156,547 123,387 156,547

1,081,873 967,572 1,321,658 934,909

The amount due to the ultimate hoiding company includes £284,430,0%) (1993 - £238,000,000)
hearing interest at current market rates which may be repayable on demand.
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NOTES TO THE ACCOUNTS (Conlinacd)
14, LOANS
GROUP AND
COMPANY
Interest
rate 1994 1993
o £000 £000
Due to ultimate holding company Interest free 9FD.000 900,000
Lease loan capital Various 36,490 68,340
956 490 968.340
Less: Amount repayable
within one year {12.589) (11.850)
943,901 956 490
Lease loan capital is repayable as follows;—
GROUPAND
COMPANY
1994 1993
£000 £'000
Due within onc year 12,589 11,850
Duc within one 10 two years 13,396 12,589
Duge within two to five years 24,757 35199
Due after five years 5,748 8.702
56,490 68,340
The amount due to the ultimate holding company has no fixed repayment date.
15. DEFERRED TAXATION
(a) Deferred taxation in the balance sheets comiprises: -
GROLJP AND
COMPANY
1394 1993
£'000 £'000
Tax allowances in excess of
recorded depreciation 10,200 10,200
{(b) The movement on deferred taxation during the year was:—
GROUF AND
COMPANY
1994 1993
£000 £000
Bepinning of year 10,200 10,200
Transfer on acyuisition of subsidiary - 5,200
Transfer 1o current taxation - (5,200)
End of ycar 10,200 10.-00
-20 -
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NOTES TO THE ACCOUNTS (Continued)

at 3396 (1993 ~ 32¢)

{€}  The towl potenttal liability for deferred axation calculuted
comprises: —
GROUP COMPANY
1994 1993 1994 1993
£'000 £'000 £000 £000
Tax allowances in excess of
recorded depreciation 135,098 120.440 135,016 119,201
Other timing differences (796) (1,267) (796) (1,267)
Capital gains deferred by
roll—over relief 13,366 12,050 1? 566 12,050
147,868 131,223 147 ?85 129,984
CALLED-UP SHARE CAPITAL
1994 1993
£000 £'000
Authorised:~
250,000,000 Ordinary shares of £1 each 250,000 ' 250 000
Aliotted, called ~up and fully paid:— B o
229,536,776 Ordinary shares of £1 cach 229, 5‘&7 229,537

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Profit for the financial year
Dividends paid and proposed

Net addition 10 sharcholders' funds
Sharcholders’ funds, beginning of vers
Shareholders’ funds, end of year

GROUP COMPANY
1994 1993 1994 1993
£000 £000 £000 £000
237661 213,193 236822 212505
(97,0000  (95.500) (97.000)  (95.500)
140,661 117,693 139,822 117,025
693817 _576.124 693,049 576,124
834,478 693817 832971 693,149

The cumulative amount of goodwill resulting from acquisitions in carlier (inancial years which

has been written off against the group’s reserves is £581,288,000 (1993 — £581,288,000).
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. NOTES TG THE ACCOUNTS (Continued)

COMMITMENTS AND CONTINGENCIES

(a}

(b)

(c)

(d)

Capual commitments at the year end arcei—

GROQUP COMPANY
1994 1993 1994 1993
£000 £000 £000 £900
Contracied for 112,999 130,088 109,491 126,805
Authorised hut not
contracted for 62,536 33,415 60,965 31,065

=)

175,535 163,523 170456 157870

Lzase commitments

The group’s aggregate minimum annual rentais under non—cancellable leases inclusive
of unconditional future obligations arc as follows:—

PLANT AND
PROPERTY EQUIPMENT
1994 1993 1994 1993

£000 £000 £'000 £000
Operaung leases which expire:—

Within one year 631 185 7,640 3,680
Within two to five years 1,111 2,173 6.634 7432
After five yoars 54,223 52,784 - -

s

55,985 55,142 14,274 11,112

Guarantees

At 2 April 1994, the company together with other group companies, has jointly and
severally guaranteed certain of the group bank overdraft and loan [acilities.

Pension schemes

The Argyll group maintains pension schemes for all eligible employees.  Scheme [unds
arc administered by trustees and are independent of group finances. Investment of
pension scheme assets in group companies is not permitted by the trustees.

The principal scheme. the Safeway Pension Scheme, is defined benefit scheme. The
pension cost relating to  this scheme s assesscd in accordance with the advice of
independent actuarics and is such as to spread the cost of pensions over the working
lives of the group employcees who are scheme members.
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. NOTES TO THE ACCOUNTS {Continucd)

The Iatest valuation of the scheme was carried out as at 1 April 1992 using the projecied umit
method. The assumptions which have the most significant effect on the results of the
valuation are those relating to the rate of return on investments and the rates of increase in
saliries, pensions and dividends. It was assumed that the investment return would be Y98
per annum, that salary increases would average 7% per annum. that pensions (in cxcess of
the Guaranteed Minimum Pension) would increase at the rate of 5% per annum and that
dividends on United Kingdom equity investments would increase at 4%:% per annum,

The actuarial value of the asscts was assessed by assuming that their market value was
invested in the Financial Times Actuaries All  Share Index at the valuation date and
discounting the anticipated future dividend income at the valuation rate of return,

Al the date of the latest actuarial valuation, the market value of the assets of the scheme was
£294.400,000 and the actuarial value of the asscts was sufficient to cover 120% of the
benefits that had  accrued to members, after allowing for expected future increascs in
ecarnings. The excess is being climinated as a uniform annual percentage of pensionable pay
over approximately 12 ycars being the average remaining scrvice lives of scheme members.

The total pension cost for the year amounted to £11,004,600 (1993 - £10,045,000).

ULTIMATE HOLDING COMPANY

The company's ultimate holding company is Argyll Group Pi.C. which is registered in
England and heads the smallest and largest group in which the accounts are consolidated.
These consolidated accounts are available to the public and may Le oblained from its
registered office at 6 Millington Road, Hayes, Middlesex, UB3 4AY,




