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Directors’ report
The directors present their directors’ report and financial statements for the year ended 3t December 2010
Principal activities

The principal activities of ASDA Group Limited and s subsidiaries (together reterred to as “ASDA” or “the
Group™) are the retailing of tood, clothing, home and lewsure products and services throughout the United Kingdom
and online

Group profit and dividends

Group profit after taxation for the year was £608 Om, a decrease of £42 2m on the previous year However, as
reported last year, the prnior year result was flattered by a one-off reduction 1n royalties paid to the ultimate parent
company, Wal-Mart Stores, Inc, which has led to a year on year mcrease 1n technical assistance, services and
royalues of £137 Om  In addition, the accounting adjustment 1n respect of share option costs, 1n accordance with
IFRS 2 ‘Share-Based Payments’, has given nse to a year on year increase in share option costs of £17 9m
Excluding technical assistance, services and royalties and share option costs, operating protit has grown more
quickly than revenue in 2010

The share options adjustment required 1n these financial statements 1s a consequence of our employees being granted
share options 1n the ultumate parent company, Wal-Man Stores, Inc, and resulis 1n the options bemng treated as if
they are cash settled, despite them bemng equuty settled by Wal-Mart Stores, Inc - This adjustment 15 eliminated 1n the
consolidated financial statements of Wal-Mart Stores, Inc and would not be required 1f the Group was granting
options on 1ts own shares 1n a way consistent with UK public hmited companies

Duning the year, the defined benefit pension obligation has increased to £330 6m from £210 Om, as a result of the
impact of changes in market conchtions on the actuarial assumptions used to value the obligation The movement 15
primarily driven by increased inflation rates and decreased interest rates year on year, partially oftset by an
imprevement in the performance of the scheme’s assets We continue (o Liaise with the pension scheme trustees and
the scheme actuary to actively manage the ongoing defined benefit pension obligation  After the year end, the
Group and the trustee body agreed to close the defined benefit pension scheme to future accrual, as disclosed 1n
further detail later in the Directors’ Report and i Note 28 of the financial statements

Dividends of £230 Om (2009 £180 Om) were paid tn the year The dividends were paid to the Group’s UK parent
company

Balance sheet

The Group has adopted an amendment to IAS 17 Leases which 1s effective for all annual periods beginming on or
after 1 January 2010 The amendment removes the automatic classification of land leases as operating leases and
requires a review of all land leases held to assess whether they are operaung or finance leases

The amendment 15 classified as a change 1n accounting policy, and therefore the financial statements include a prior
year restatement The adoption of the amendment has resulted 1n derecognmsing a land lease in respect of one store
previously classified within operating lease prepayments and recogmsing a corresponding increase 1n the nel book
value of finance leases within property, plant and equipment to reflect the carrying value of the leased assets
Theretore, the impact on the balance sheet 1s reclassificabon only and there 15 no impact on net profit before tax for
the years ended 31 December 2010 and 31 December 2009 or on reserves of the current and comparauve periods

Business review, KPIs and future developments

2010 was a successful year for ASDA  We conunued to improve many aspects of the customer ofter — including
price, product quality and service At the same time, operaung profit excluding technical assistance, services and
royalties and share option costs, grew at a faster rate than sales

The economic environment continued to challenge consumers with disposable income falling each month of the
year, according 1o the ASDA Income Tracker With this 1n rind, our strategy of being the lowest cost to operate of
the major food retailers continued to prove effective, and enabled ASDA to widen its price advantage over the
competition
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Business review, KPIs and future developments {conttnued)

Financial highlights

Like-for-hke sales growth of 0 6% (excluding petrol and VAT)
Total sales growth of 3 6% (excluding VAT)
Operating profit reduced by £94 Om (10 5%) to £805 Im n 2010

Operating profit excluding technical assistance services and royalues and share option costs increased by
£6]1 2m (6 4%) 10 £1,018 2m

Operational ughlghts

ASDA achieved price leadership for every week of the year, according to independent website
mysupermarket co uk  In addinon, we were recogmised as price leader by “The Grocer” magazine for a
thirteenth successive year

We launched the ASDA Price Guarantee commutuing to being cheaper than compeutors or giving the
customer a voucher for the difference

We strengthened our food quatity credentials, winming almost 400 quality awards, and launched the new muid-
tier own label “Chosen By You” range, with products tned, tasted and approved by customers

George. our clothing label was a stand-out pertormer delivering another excellent year and was the fastest
growing area of ASDA’s business

The “We Operate For Less” programme continued to deliver elficiencies mn stores distnbution centres and
the home office which enabled us to grow expenses at a slower raie than sales

Delwvering foundations for future growth

2010 was another good year for development of new channels, new space and new formats, particularly 1n
the smaller supermarket format

Fourteen new stores were opened during the year, including one ASDA Living, adding a total of 500 000 sq
fi of new space to our store estate

Our grocery home shopping business which covers 94% of the UK population grew ahead of the UK home
shopping market

ASDA Direct our online non-feod ofter, continued to develop range and service, and sales via George com
more than doubled in the year

ASDA announced 1n the year a strategic intent to operate a cham of supermarkets with a smaller footprint
than typical superstores  Since the end of the financial year ASDA has completed the acquisiion of Netto
Foodstores Limuted, and we have now commenced the conversion of 147 stores 10 ASDA's supermarket
format

In the context of an uncertain economic outlook ASDA’s purpose to save customers money everyday with everyday
low pnices remains highly relevant to customers  Qur strong performance 1n 2010 reflects the consistency 1n the
ASDA model of low prices across all our stores, great products, low costs and great colleagues
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Risks and uncertainties

Risk 15 an inevitable part of business One of the ongoing challenges facing ASDA 1s the 1dentification ot principal
nisks, assessment of their ikelthood and consequence, and development and monitering of appropriate controls  The
Board has overall responsibility for nsk management and ensuring that this 1s aligned with business strategy and
objectives The Board 1s supported by a Risk and Audit Commuttee that meets quarterly to review the corporate nisk
map, and the ongoing work of the Group Internal Audit team

Key risks and mitigating actions are set out below

s  Competitive risk
In the mghly competitive retail industry, success depends on satusfying changing customer needs better
than the competiion ASDA has a brand reputation for offering a broad range of products at the lowest
prices, and farlure to uphold this reputation could lead to a loss of market share

ASDA regularly momtors relevant data on aspects such as price position 1n the market, product availability
and other measures of quality and service that are important to our customers  We constantly momtor
market information to understand our position relative to competitors and enable appropnate action to be
taken on a timely basis  In 2010 the ASDA Price Guarantee was launched, through which ASDA has
commutted to customers to bemng cheaper than our competitors or a voucher will be given tor the difference

* Financal rnsk
ASDA’s principal financial nisk 1s having funds available at the right time to meet business needs This
nsk 1s managed by the Treasury function, which forecasts cash flows and ensures that adequate short term
borrowing facihities are 1n place to meet habilities to suppliers, colleagues and 1nvestors

Certain transactions with suppliers and with the Group’s ulumate parent undertaking are denominated 1n
foreign currency The Treasury function uses information trom around the business to forecast the iming
and level of foreign currency requirements and buys forward accordingly It 1s ASDA’s policy not to buy
ar hold foreign currency speculatively

At 31 December 2010, ASDA operated a number of pension arrangements for our employees mcluding a
defned benefit pension scheme This was subject to nisk 1n relation to 1ts pension deficit which 1s shown as
a hability on the balance sheet We have mitigated this risk through consultation with the pension scheme
trustees to identity appropriate long term tunding solutions for the scheme To further minimuse this nisk,
the trustees appointed a new fund manager in 2009 with delegated responsibility for managing 20% of the
scheme's assets using a hability driven investment approach

e  Suppher nsk
The current economic chimate 1s challenging for our supphers and customers This puts ncreased
importance on the strength of our control processes and cur ability to recognmse and respond to supplier
1ssues  We have set up a periodic review process of supplier nsk to wdentify 1ssues, develop appropriate
action plans and improve our conirols in relation to supplier monitonng

s Systems nsk
Detarled disaster recovery plans are in place 1n the event of an incident which could severely affect
ASDA’s ability to trade A comprehensive Incident Response Plan exists to ensure business contimmnty 1n
the event of a major incident
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Risks and uncertainties (connniued)

*  Regulatory risk
We recogmse that ASDA operates 1n an environment where we can be impacted by changes 1n Government
policy In response to this, we continue to nsk assess all regulatory developments and test compliance with
mternal processes designed to nutigate risks, making improvements where required

e Reputational nsk
The key to ASDA’s success 15 the loyalty and goodwill shown by our customers, suppliers and colleagues

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

We mamtain strong relationships with our suppliers by operating on terms that are mutually agreed and
updated as appropnate to reflect changes 1n both parties’ respective needs

The goodwill of colleagues 18 maintained through open commumication, both to allow management to share
information about the business and to give colleagues the opportunuty to provide feedback about working at
ASDA

+  Environmental risk
As a retailer, we recogmise that we have a responstbility to mimimise the adverse impact that our business
activities have on the environment  Failure to do this may result not only in adverse environmental
impacts. but also financial penalues and long term damage to our reputation

In Iine with Wal-Mart group’s global strategy ASDA's sustamabiity work plan falls under three
aspirational targets to be supphed 100% by renewable energy, to create zero waste and to sell products that
sustain our natural environment and resources To protect our lowest cost to operate model and to act in a
responstble way we have set measurable targets and objecuves n each of these areas

In recent years we have implemented a number of imtiauves and processes in recogmtion of our
environmental responsibihiics  We have diverted 100% of the food which we are unable to sell away from
landfill, and we have over 200 stores which send zero waste to landfill  Our mantra of ‘Fewer, Friendlier
Miles’ has also helped us to cut fleet emissions by 42% since 2005

e  Fraud nsk
We have a control framework 1n place to help detect potential fraud and dishonest acovity  The ASDA-
Wal-Mart Statement of Ethics also provides clear gwidance to colleagues on appropriate behaviour,
including guidance on how to raise any business conduct concerns they may have through the Open Door
Communication Process or through the local Ethics Commuttee

International Financial Reporting Standards (IFRS)

Unut 17 September 2007 an element of the Group's debt secunties were listed on the London Stock Exchange
which meant that the Group prepared its consohidated financial statements under IFRS as required by EU regulation
After this date these debt secunties were migrated from the Main Market to the Professional Securnities Market of the
London Stock Exchange This migration enables the Group to follow the wholesale regime introduced by the
Prospectus Directive which states that prepanng financial statements under IFRS 1s not a requirement and local
accounting standards are acceptable  However the Group has elected to mawntam IFRS as its applicable GAAP

The Group’s individual company financial statements and those of 1ts subsidianies continue to be prepared under
UK GAAP
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Events since the balance sheet date
Business combinations

On 13 Apnl 2011, ASDA acquired 100% of the votng shares of Netto Foodstores Limuted for an mnal
consideration of £750m  The transaction will enable us to convert Netto’s UK locations mto ASDA stores and
ntegrate them mto our supermarkets format

Due to the hmited time available between the acquisiion and the approval of the financial statements, we are stll 1n
the process of establishing the fair value of the asscts and habhities acquired The book value of the net assets
acquired was £321m  The consideratnon was satisfied by cash, which was funded by the receipt of an intercompany
loan from a fellow subsidiary of the Group’s ultimate parent company

Defined benefit penston scheme closure

On 12 February 2011, the Group and the trustee body agreed to close the defined benefit pension scheme to future
accrual  As a result of the closure, plan participants became eligable to join one of ASDA’s exsstung defined
contribution schemes, and the Group will pay £43 Om to the plan participants to facilitate transition to the
replacement pension arrangements  This transitional payment will be recorded as an expense in the year ending 31
December 2011 The effect of this decision on the pension hiability as at the date of closure 1s a reduction 1n the
hability of £57 Om  This impact has not been reflected in these financial statements as the relevant recognition
critena were not met at the balance sheet date

Change n rate of taxation

The Finance (No 2} Act received Royal Assent on 27 July 2010 and announced a reduction 1n the main rate of
corporation tax from 28% ta 27% with effect from | April 2011 Deterred tax has therefore been provided at 27% at
31 December 2010 Since the balance sheet date 1t has been announced that the corporation tax rate will be reduced
to 26% with effect from 1 Apnil 2011 The budget on 23 March 2011 announced further reductions of 1% per
annum 1n the main rate ot corporation tax down to 23% by 1 Aprl 2014 None of these subsequent changes had
been substantively enacted by the balance sheet date

In addion, on 22 June 2010 the Government announced changes to the capnal allowances regime, including a
reduction 1n the rate of capital allowances on plant and machmery additions from 20% to 18% with effect from 1
Apnl 2012 These changes were not substantively enacted at the balance sheet date

It these changes had been substantially enacted at the balance sheet date, the deferred tax liaality at 31 December
2010 would have reduced by £154m  The maximum ncrease m the deferred tax expease for the year ended 31
December 2010 would have been £10 5m and the maximum decrease 1n the deferred tax credit to the statement ot
changes in equity would be £4 9m

Financial instruments

ASDA’s financial nsk management objectives and policies are further discussed in notes 1 and 19

Capital management

The pnmary objective of ASDA’s capital management 1s to ensure that we maintain healthy capital ratios 1n order to
support our business and maxirmmuse sharcholder value

No adjustments have been made to the capital structure of the Group i recent years and no changes have been made
10 ASDA’s objectives, policies or processes durning 2010 or 2009

As a wholly owned subsidiary the capital of the Group 1s monitored in accordance with the overall capital
management policy of the ulumate parent company
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Research and development

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

Policy and practice on payment of creditors

ASDA deals with over ten thousand separate supphers, and has established trading terms which are appropnate to
the particular relationship and product supphed Whenever an order 1s placed the parties will be aware of the
payment terms and 1t 1s our policy to abide by these terms when sausfactory mvoices have been received The
parent company has no trade creditors in its balance sheet

Political and charitable contributions

During the year, cash donations to chartable orgamisations and other community projects totalled £9 3m (2009
£9 3m) ASDA's colleagues, customers and suppliers have collectively raised monies through events including BBC
Children In Need, Tickled Pink (supporting Breast Cancer Care & Breast Cancer Campaign), Sporting Chance,
Pedal Power and Tommy's, the baby chanty ASDA Foundation Limited, ASDA's charitable company, also
supported a range of local chanties and sustainable local projects These projects are local cause-related activities,
coninbuung to local chanties or causes that our colleagues wish to support During the year, we also made
chantable donations of surplus clothing stocks

ASDA did not make any polincal donations during the year (2009 £ml)
Disabled colleagues

ASDA 15 proud to work 1n partnership with Remploy, one of the UK’s leading provaders of specialist employment
services for disabled people and people tacing complex barriers to employment  Working with Remploy, we have
recruted over 1,000 disabled colleagues, helping them transform their lives through meaningful and sustainable
employment, while delivening on our commitment to recruit and retain colleagues who reflect the customers and the
communities that ASDA serves

We are committed to providing equal employment opportunities tor all sections of soctety and give full and equal
consideration to disabled job applicants who have the switable skilis, abiliies and potential to fulfil a role

It an existing colleague becomes disabled, 1t 15 our policy, wherever possible, to work with the individual to provide
switable and continnng employment under normal terms and conditions We are committed to providing equal
access to traming, career development and promotion to our disabled colleagues

Colleague involvement

Dunng the year, the policy of providing colleagues with information about the business was continued through
bricfings on the ASDA internal website  Regular meetings are held between local management and colleagues 1o
allow a free flow of information and 1deas  All colleagues are also involved in shaping our People strategy through
the We're Listeming Survey which provides them with the opportumty to give feedback on all aspects of working at
ASDA

Retention of key individuals and succession planning is tmportant for long term stability and success We have a
robust apprasal process and PAR (People Asset Review} 1o ensure that the nght individuals are 1n the right roles,
with a clear career path to long term development
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Directors’ liabilities

ASDA has granted an indemnity to each of its directors agaimnst liability 1n respect of proceedings brought by third
parties, subject to the conditions set out in the Companies Act 2006 Such qualifying third party indemnity remains
n force as at the date of approving the Directors’ Report

The indemmity 1s controlled and paid centrally by the ultimate parent company

Directors’ statement as to disclosure of information to auditors

The directors who were members of the board at the time ot approving the directors’ report are Iisted at the front of
the directors’ report and financial statements Having made enquiries of fellow directors and of the Group’s

auditors, each of these directors confirms that

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

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

Re-appomtment of auditors

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

On behalt of the board

/’

T
J } McKenna ASDA House
Director Southbank
17 June 2011 Great Wilson Street
Leeds
LS115AD
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Directors’ responsibilities statement

The directors are responsible for prepanng the directors’ report and the financial stalements 1n accordance with
applicable United Kingdom law and those International Financial Reporting Standards as adopted by the European
Union

Under company law the directors must not approve the financial statements unless they are satisfied that they
present fairly the financal position, financial performance and cash flows of the Group for that penod In prepanng
those financial statements, the directors are required to

s select suitable accounting policies i accordance with IAS 8 Accounting Policies, Changes 1n Accounting
Estimates and Errors and then apply them consistently,

s present informauon, including accounting policies, i a manner that provides relevant, reliable, comparable and
understandable information,

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

s state that the Group has complied with IFRSs, subject to any matenal departures disclosed and explained 1n the
financial siatements

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
Group’s transactions and disclose with reasonable accuracy at any time the financial posihon of the Group and
enable them to ensure that the financial statements comply with the Companies Act They are also responsible for
safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities
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Independent auditors’ report to the members of ASDA Group Limited

We have audited the consohdated financial statements of ASDA Group Limited for the year ended 31
December 2010 which compnise the consolidated mmcome statement, the consolidated statement of
comprehensive mcome, the consolidated balance sheet, the consolidated statement of changes n
equity. the consohdated statement of cash flows and the related notes | to 28 The financial reporting
framework that has been applied 1n their preparation 1s applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union

This report 15 made solely to the Company’s members, as a body, 1in accordance with Chapter 3 of Part
16 of the Compames Act 2006 Our audit work has been undertaken so that we mught state to the
Company’s members those matters we are required to state to them 1n an auditor’s report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members as a body, for cur audit work, for this
report, or for the opimons we have formed

Respective responsibilities of directors and auditors

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

Scope of the audit of the financial staternents

An audit 1nvolves obtaiming evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are tree trom matenal
musstatement, whether caused by fraud or error This includes an assessment of whether the accounting
policies are appropnate to the Group’s circumstances and have been consistenly apphed and
adequately disclosed, the reasonableness of signmificant accounting estimates made by the directors, and
the overall presentation of the financial statements In addition, we read all the financial and non-
financial information in the Directors’ report to 1dentify material inconsistencies with the audited
financial statements If we become aware of any apparent matenal misstatements or inconsistencies we
consider the imphcations for our report

Opinion on financial statements
In our opinion the Group financial statements
e give atrue and fair view of the state of the Group’s affairs as at 31 December 2010 and of its
profit for the year then ended,
» have been properly prepared 1n accordance with IFRSs as adopted by the European Union, and
¢ have been prepared in accordance with the requirements of the Compames Act 2006

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

Matters on which we are required to repert by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to youif, in our opimnton

+ certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not received all the information and explanations we require tor our audit

Other matters
We have reported separately on the parent company financial statements of ASDA Group Linuted for

the year ended 31 December 2010
\#

Chnistabel Cowling (Sentor Starory Auditor)
tor and on behalf ot Ernst & Yéung LLP Statutory Auditor Leeds

22nd Junae L0Y




Consolidated income statement
Jor the year ended 31 December 2010

Continuing operations
Revenue
Operating costs

Operating profit
Financial income
Financial costs

Profit on ordinary activities before tax

Income tax CXpEnse

Profit for the year

Total profit for the year 1s attnibutable to the equity holders

ASDA Group Limited
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Consolidated statement of comprehensive income

Jor the year ended 31 December 2010

Profit for the year

Cash flow hedges - losses anising n the year
Actuanal loss on defined benefit pension scheme
Tax on actuanal losses recogmsed directly 1n equity

Other comprehensive income for the year

Total comprehensive income for the year

31 December 31 December

2010 2009

Note £m £m
205464 19,836 4

3 (19,741 3) (18,937 3)
805 1 899 1

7 96 108

8 (75 6) (1112)
739 1 798 7

9 (131 (148 5)
608 O 6502

31 December 31 December

2010 2009

Note £m fm
608 O 6502

19 (1 6) -
20 (123 8) (205 9)
20 334 577
92 0) (148 2)

516 0 5020

Total comprehensive income for the year 1s attnbutable to the equity holders




Consolidated balance sheet
at 31 December 2010

Assets

Non-current assets
Property, plant and equipment
Intangible assets
Operating lease prepayments

Current assets
[nventories
Trade and other recetvables
Intercompany receivables
Cash and short term deposits
Corporation tax
Operating lease prepayments

Total assets

Equty and habihties

Equity attnbutable to the shareholders
Called up share capital
Share premium account
Other reserves
Cash flow hedge reserve
Retained earnings

Total equity

Liabihties

Non-current habilitres
Borrowings
Employee benefits
Provisions
Deferred tax habilinies

Current labihires
Trade and other payables
Intercompany payables
Borrowings
Employee benefits

Total habilities

Total equity and habihties

These financial statements were approved by the board of directors on 17 June 2011 and were signed on

its behalf by

J J McKenna

Director

S

ASDA Group Limited
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31 December 2010

2010 2009 - restated

(vee note 1)

Note £m £m
i1 76169 74482
12 237 265
13 1238 125 5
7,764 4 7.6002

15 998 5 9149
16 2602 2452
16 1,794 8 1,5725
17 4272 3462
536 51

I3 17 17
35360 30858

11,300 4 10,686 0

23 7839 7839
23 568 4 568 4
4371 437 1

{16) -

34122 3,124 6

52000 4,914 0

19 1826 1837
20 3607 2489
21 133 157
22 104 1 1372
6607 5855

15 2,862 5 2,689 8
18 2,543 3 2,3913
19 11 76 8
20 328 286
54397 51865

6004 57720

11,300 4 10,686 0




Consolidated statement of changes in equity

Jor the year ended 31 December 2010

Balance at | January 2009

Comprehensive income
Profit for the year

Other comprehensive income
Actuanal loss on defined benefit pension scheme
Tax on actuanal losses recogmsed directly n equity

Total

Taotal comprehensive iy ome
Transactions with shareholders
Dividends

Balance at 1 January 2010

Comprehensive mcome
Profit for the year

Other comprehensive income

Cash flow hedges - losses ansing in the year
Actuanal loss on defined benefit pension scheme
Tax on actuanal losses recognised directly in equity

Total

Total comprehensive income

Transactions with shareholders
Dividends

Balance at 31 December 2010

ASDA Group Limned
Registered No 1396513
Directors’ repaort and financial statements

31 December 2010

Cash Now
hedge
reserve

im

Retained
earmings
£fm

2,8026

6502

(205 9)
517

Total
equity
£m

435920

6502

(205 %)
577

(148 2)

(148 2)

5020

(180 0)

5020

(180 0y

(1 6}

31246

608 0

(1238)
334

49140

608 0

16
{123 8)
334

{16}

(90 4)

920

{1 6)

5176

(2300)

5160

(2300

{16}

34122

52000

The other reserve relates to a revaluation reserve previously disclosed separately from retamed earnings

tor information purposes




Consolidated statement of cash flows
for the year ended 31 December 2010

Operating activities
Profit after tax from continwing operations

Adpesiments to reconcile profit after tax to net cash flows
Depreciatton

Amortisation of intangible assets

Amortisation of lease prepayments

Financial income

Financial costs

Loss on sale of property, plant and equipment

Tax on continuing operations

Shortage/(excess) of contnbutions over pension service cost

Changer in working capital and provisens
Increase 1n trade and other receivables
(Increase)/decrease 1n nventones

Increase in trade and other payables
(Decrease)increase 11 provisions

Decrease 1n share based payment habthty
Tax paid

Net cash flows from operating actrvities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
increase 1n intercompany receivables

Purchase of property, plant and equipment

Interest received

Net cash flows from 1nvesting activities

Cash flows from financing activities
Interest pard

[ncrease 1n intercompany payables
Eurcbond repayments

Finance lease repayments

Dividends paid

Net cash flow from financing acihivities

Net increase in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash eqmivalents at end of year

Note

11
i2
13

-

20

21
20

19
19
10

17

ASDA Group Limuited
Registered No 1396513
Directors’ report and financial statements

3t December 2010

11 Degcember 31 December
2010 2009
fm £m
6080 6502
3848 364 2
28 29

17 17
(96) (108)
756 1112
197 241
1311 148 5
36 (162)

(15 0) (330
(83 6} 72
167 8 2720
24) 33
{4 6) 232y
(179 0) (182 I}
1,100 9 1,3200
32 49
(204 6) (L5717
(566 6) (508 6)
28 17
(765 2) 20737
(87 8) {1112)
1389 1,264 9
(759 -
09 03
(230 0) (180
(2547 973 4
810 2197
3462 126 5
4272 3462
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ASDA Group Limited

Registered No 1396513

Directors’ report and financial statements
31 December 2010

Notes
(forming part of the financial statements)

1 Accounting pelicies

General tnformation

ASDA Group Limited (the “Company”) is a company incorporated in the UK under the Companes
Act 2006 (registraion number 1396513) The address of the registered office 1s ASDA House,
Southbank, Great Wilson Street, Leeds, LS11 5SAD UK

The Group financial statements consolidate those of (he Company and its subsidianies {logether
referred to as “the Group™)

As described 1n the directors’ report. the main activities of the Group are the retaithng of food. clothing,
home and leisure products and services throughout the United Kingdom and online

Authorisation of financial statements and statement of comphance with IFRSs

The financial statements of the Group for the year ended 31 December 2010 were authonsed for 1ssue
by the directors on 17 June 2011 and the balance sheet was signed on behalf of the directors by J ]
McKenna

The Group financial statements have been prepared and approved by the directors 1n accordance with
Internanignal Financial Reporting Standards as adopted by the EU (“adopted IFRSs™) The Company
continues to prepare 1ts company financial statements in accordance with UK GAAP these are
presented on pages 52-59

Basis of preparation

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

The Group financial statements are presented 10 Sterling and all values are rounded to the nearest
hundred thousand pounds except where otherwise stated

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
pertods presented in these Group tinancial statements

Changes in accounting policies

The accounting policies adopted are consistent wath those of the previous financial year except for the
following new and revised standards which the Group has adopted this year

Amendment to IAS 17 Leases

The amendment to IAS 17 15 etfective for annual penods begimning on or after 1 January 2010 During
the period. the Group has reassessed the classification of unexpired land leases between operating and
finance leases The adoption of the amendment (o IAS 17 has resulted 1n derecogmsing a land lease in
respect of one store previously classified within operating lease prepayments and recogmising a
corresponding tncrease in the net book value of finance leases within property plant and equipment to
reflect the carrying value of the leased assets

The Group has assessed the present value of future mimmum lease payments and considers these
obligations to be immatenial for disclosure  As the reclassification relates only to land leases there 1s
no impact on depreciation or amortisation

Amendment to IAS 39 Financial Instruments Eligible hedged items

The amendment provides clanfication on how the principles that determine whether a hedged nsk or
portion of cash flows 15 eligible for designation should be apphied 1 partuicular situvations
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ASDA Group Limuted

Registered No 1396513

Directors’ report and financial statements
31 December 2010

Notes (contnued)
1 Accounting poheies (contnued)

Changes in accounting policies (continued)
IFRIC I7 Distribution of Non-cash Assets to Owners

The nterpretation provides guidance on accounting for amrangements whereby an entity distributes
non-cash assets to shareholders either as a distnbunion of reserves or as dividends The amendment
clanfics the accounung for group cash-settled share-based payment transactions, where a subsidiary
recerves goods or services from suppliers or employees but the parent or another entity 1n the group
pays for those goods or services This amendment did not have any impact on the financial position of
the group

IFRS 3 (revised) Business Combinations

The revised standard increases the number of transactions to which 1t must be apphied including
business combinations of mutual entities and combinations without consideration IFRS 3 (revised)
mtroduces siguficant changes n the accounting for business combinations such as valuation of non
controthing interest, business combination achieved 1n stages the mual recogmtion and subsequent
measurement of a contingent consideration and the accountng for transacuon costs  These changes
may have a sigmficant impact on profit or loss reported in the penod of an acquisition, the amount of
goodwill recogmsed 1n a business combination and profit or loss in luture periods

IAS 27 (amended} Consolidated and Separate Financial Statements

The amended standard requires that a change in the ownership of a subsichary (without loss of control)
15 accounted for as a transaction with owners in their capacity as owners and these transactions will no
longer give nse to goodwill or gains and losses The standard also specifies the accounting when
control 1s lost and any retained 1nterest 1s remeasured to fair value with gains or losses recogmsed 1n
profit or loss

Amendment to IAS 39 Financial Instruments Recognition and Measurement — Eligible hedged tems

The amendment clanfies that an entity 1s permitied to designate a portion of the fair value changes or
cash flow vanability of a financial instrument as a hedged 1item Ths also covers the designation of
inflation as a hedged nsk or portion n particular situations The Group has concluded that the
amendmeni did not have any impact on the financial position of the Group

New standards and interpretations not apphed

There have been a number of new standards and interpretations 1ssued by the IASB and IFRS
Interpretations Commttee, with effecuve dates after the daie of these financial statements  The
directors do not anticipate that the adoption of these standards and 1nterpretatons will have a matenal
impact on the Group when adopted

The following standards and interpretavons have an effective date after the date of these financial
statements and the Group has not early adopted them

IAS 24 Related Party Disclosures (amendment effective I January 201 1)

The amended standard clanfied the defimuion of a related party to simphfy the dentificauon of such
relationships and to ehminate inconsistencies 1n its applicaton The revised standard 1ntroduces a
partial exemption of disclosure requirements for government related enuties  The Group does not
expect any impact on ts financial position or pertormance

IAS 32 Financial Instruments  Presentation — Classification of Rights Issues {(amendment effective for
periods beginning on or after I February 2010)

The amendment to 1AS 32 amended the defimtion of a financial hability 1n order o classify nghts
1ssues (and certain options or warrants) as equity instruments 1n cases where such nghts are given pro
rata to all of the existing owners of the same class of an entity's non-denvative equily instruments or
to acquire a fixed number of the entity’s own equity nstruments for a fixed amount 1n any currency
This amendment will have no impact on the Group after smual application
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ASDA Group Limited

Registered No 1396513

Directors’ report and financial statements
31 December 2010

Notes (continued)
1 Accounting policies {continued}

New standards and interpretations not applied {continued)
IFRS 9 Financial Instruments Classification and Measurement (effective 1 January 2013)

IFRS 9 as 1ssued reflects the first phase of the IASBs work on the replacement of IAS 39 and applies to
classification and measurement of financial instruments as defined in IAS 39 In subsequent phases,
the IASB will address, among other areas, impairment of financial instruments, hedge accounting and
derecogniion The completion of this project 1s expected 1 2011 The adoption ot the first phase of
IFRS 9 will have an effect on the classification and measurement of the Group’s financial assets and
habiities The Group will quantify the effect 1n conjunction with the other phases, when issued, to
present a comprehensive picture

IFRIC 14 Prepayments of a mumum funding requirement (amendment)

The amendment to IFRIC 14 1s etfective for annual periods beginmng on or after | January 201 1with
retrospective application  The amendment provides guidance on assessing the recoverable amount of a
net pension asset  The amendment permits an enfity to treat the prepayment of a mimimum funding
requirement as an asset The amendment 1s deemed to have no impact on the financial statements of
the Group

IFRIC I9 Exttnguisiung Financial Liabiies with Equity Instruments (effective 1 July 2010)

IFRIC 19 clanfies that equity mstruments 1ssued to a creditor to extingwish a financial hability qual:ify
as consideration paid The equity instruments 1ssued are measured at their fair value  In case that this
cannot be reliably measured, the instruments are measured at the fair value of the hability extinguished
Any gam or loss 1s recogmsed immediately in profit or loss The adoption of this interpretation will
have no effect on the financial statements of the Group

The eftective dates stated above are those given in the ongmal IASB/IFRIC standards and
mterpretations  As the Group prepares its financial statements 1n accordance with IFRS as adopted by
the European Union (EU), the application of new standards and interpretations will be subject to their
having been endorsed for use 1n the EU via the EU endorsement mechamsm  In the majority of cases
this will result m an ettective date consistent with that given 1n the onigmnal standard or interpretation
but the need for endorsement restricts the Group's discretion to early adopt standards

Judgements and key sources of eshmation and uncertainty

Management are required to make judgements, esmates and assumptrons that affect the application of
policies and reported assets and liabilities, income and expenses Estimates and judgements are
continually evaluated and are based on histonical expenence and vanous other factors, including
expectauons of future events that are belheved to be reasonable under the circumstances  Actual results
may differ from these estimates

Estimates and assumnptions are made in particular with regard to impairment testing, establishing
umiform depreciation and amortisation periods for the Group, provisions for onerous leases and
doubtful debt and assumpuions for measuring pensions provisions and fair value of share-based
payments and the likelihood that tax assets can be realised

Basis of consolidation

Subsidianes are alt entities controlled by the Group Control exists when the Group has the power.,
directly or indirectly. to govern the financial and operating policies of an entity so as to obtain benefits
from 1ts activies In assessing control, potential voung nghts that are currently exercisable or
converible are taken into account The financial statements of subsidianes are included in the
consolidated financial statements from the date that control commences until the date that control
ceases The financial statements of the subsidianes are prepared for the same reporting year as the
parent company All intragroup balances and transactions, including unrealised profits ansing from
them, are ehminated
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ASDA Group Limited

Registered No 1396513

Directors report and financial statements
31 December 2010

Notes (continued)
Accounting policies (conttnued)
Business combinations and goodwill

Business combinations from { January 2010 must be accounted for under [FRS 3 (revised) ‘Business
Combnanions’ using the acquisition method The cost of an acquisition 1s measured as the aggregate
of the consideration transferred, measured at acquisitton date fair value, and the amount of any non-
conirothng wnterest 1n the acquiree The chowce of measurement of non-controlhng mterest, either at far
value or at the proportionate share of the acquiree’s identfiable net assets 15 deterrmned on a
transaction by transaction basis  Acqwsition costs incurred are expensed and included in
administratve expenses

When the Group acquires a business, it assesses the financial assets and habilites assumed for
appropnate classification and designation 1 accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date This ncludes the separation of
embedded derivauives in host contracts by the acquiree

Any contingent consideration to be transferred by the acquirer will be recogmsed at tair value at the
acquisttion date Subsequent changes to the fair value of the contingent consideration which 1s deemed
to be an asset or habihty will be recognised in accordance with [AS 39 euther in profit or loss or in
other comprehensive income If the contingent consideration 1s classified as equity, 1t should not be
remeasured until 1t 1s finally settled within equity

Goodwill 15 mmtially measured at cost, being the excess of the aggregate of the acquisition-date fair
value of the consideration transferred and the amount recogmised for the non-controlhing nterest over
the net 1dentifiable amounts of the assets acquired and the habilities assumed in exchange for the
business combimation Identifiable itangible assets, meeting either the contractual-legal or separability
criterion are recogmsed separately from geoodwill Contingent habilities representing a present
obligation are recognised 1if the acquisibon-date fair value can be measured rehably

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

After imtial recognition, goodwill 1s measured at cost less any accumulated impairment losses For the
purpose of impairment testing, goodwill acquired i a business combination 18, from the acquisition
date, allocated to each of the Group’s cash-generating umits that are expected to benefit from the
combination, rrespective of whether other assets or habihnes of the acquiree are assigned 1o those
units Each unit, or group of umts, to which goodwill 1s allocated shall represent the lowest Tevel within
the entity at which the goodwill 1s menitored for internal management purposes and not be larger than
an operating segment before aggregation

Where goodwill forms part of a cash-generating umit and part of the operation within that umt 1s
disposed of, the goodwill associated with the operation dhsposed of 15 included in the carrying amount
of the operaton when determining the gan or loss on disposal of the operation Goodwall disposed of
m this circumstance 1s measured based on the relative values of the operation disposed of and the
portion of the cash-generating unit retawned

Foreign currency

The presentational currency of the Group 1s Sterhng  The prnimary functional currency of the parent
and subsidiary companies 1s also Sterling

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction Monetary assets and habilites denominated in foreign currencies at the balance sheet date
are translated at the foreign exchange rate ruling at that date  Foreign exchange differences are taken
o the income statement, except when hedge accounting 1s apphied and difterences are taken to other
comprehensive income

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate at the date of the transaction
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Notes (connnued)
Accounting policies (continued)

Foretgn currency (continued)

The assets and habiliues of foreign operanions are translated at the spot rate ruling at the batance sheet
date The mncome and expenses of foreign operations are translated at an average rate for the pened
where this rate approximates to the foreign exchange rates ruling at the dates of the transactions

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

Intangible assets

Intangible assets acquired are carried mmtially at cost  Following mmtial recognition, the historic cost
model 15 apphed, with ntangible assets being carnied at cost less accumulated amortisation and
accumulated imparrment losses  Intangible assets with a fimte Iife have no residual value and are
amortised on a straight line basis over their expected useful lives, with charges included n operating
costs, as follows

Brands 20 years

Design hicences Licence period (5 years)
Property, plant and equipment

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

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

Items of property, plant and equipment under construction are valued at cost and not depreciated
Deprecration 1s charged from the date the assets are available for use

Assets acquired by way of a finance lease are stated at an amount equal to the present value of the
mimmum lease payments at inception of the lease, less accumulated depreciation and impairment
losses

Depreciation 1s charged to the income statement on a straight line basis over the esimated useful lives
of each part of an item of property, plant and equpment Land 15 not depreciated The estimated useful
lives are as follows

Freehold buildings 30-50 years

Properties held under finance leases

and leasehold improvements Sharter of 30-50 years and the lease period
Plant and equipment 3-15 years

Fixtures and fittings 3-15 years

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

An item of property, plant and equipment 1s derecognised upon disposal or when no future economic
benefits are expected to anise from the continued use of the asset  Any gain or loss ansing on the
derecognition of the asset 1s included 1n the income statement




ASDA Group Limited

Registered No 1396513

Directors’ repert and financial statements
31 December 2010

Notes (continued)
Accounting policies (conttnued)
Imparrment of non-financial assets

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

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

Imparrment losses recogmsed 1n respect of cash generating umits are allocated to reduce the carrymg
amount of the other assets n the umt on a pro rata basis A cash generating unit 15 the smallest
wentifiable group of assets that generates cash inflows that are largely imdependent of the cash
inflows from other assets or groups of assets

An impairment loss 15 reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recogmsed

Provisions

A provision 1s recogrmised m the balance sheet when the Group has a present legal or constructive
obligation as a result of a past event, 1t 15 probable that an outflow of economic benefits will be
required to seitle the obligation, and a rehable estiimate of the amount of the obligation can be made 1t
the effect 1s matenal, provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current markel assessments of the ime value of money and, where appropniate, the
risks specific to the hability

Leases

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

Group as a lessee

Leases 1in which the Group assumes substantiaily all the nsks and rewards of ownership of the leased
asset are classified as finance leases Other leases are classified as operating leases

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

Fmance leases

Assets acquired by way of a finance lease are recogmsed at an amount equal to the lower of the fair
value and the present value, calculated using the interest rate implicit 1n the lease, of the mmmum
lease payments at mception of the lease with a corresponding hability as an obhigation to pay future
rentals Lease payments are apportioned between the finance charge and the outstanding obligation so
as to produce a constant rate of interest on the remaining balance of the habihty
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Notes (continued)
Accounting policies (continued)
Leases (continued)

Operating leases

Rental payments are taken to the income statement on a straight line basis over the hife of the lease
Leases that contain predetermined fixed rental increases are accounted for such that the increases are
recagnised on a straight line basis over the hife of the lease Lease incentives received are recognised in
the mncome statement as an mntegral part of the total lease expense

Prepaid operating leases are recognised on a straight hine basis over the life of the lease
Group as a lessor

Assets leased out under operating leases are included 1n property, plant and equpment and depreciated
over their useful economic lives Rental income, including the effect of lease incentives, 15 recogmsed
on a straight line basis over the lease term

Financual instruments

Financial assets and liabilities are recognised when the Group becomes party to the contractual
provisions of the relevant instrument and derecognised when 1t ceases to be a party (o such provisions

Financial asseis and iabthities

The Group classifies 1ts financial assets and habilites in the following categones financial assets at
fair value through profit and loss, loans and receivables, interest beanng loans and borrowings,
derivauves designated as hedges and trade payables

Management determunes the classification of 1ts investments at 1mbal recogmtion and re-evaluates this
desrgnation at every reporting date

All financial assets and liabilities are recogmised imitially at fair value

The Group assesses at each balance sheet date whether there 15 objective evidence that financial assets
are impaired

Fancial assets and liabilities at fair value through profit and loss

Denvatives are categonised as held for trading unless they are designated as hedges Gams or losses
ansing from changes 1n the fair value of the financial assets and habilhities at tair value through profit or
loss are included 1n the income statement 1n the pertod 1n which they anse

Loans and recervables

Loans and receivables are non-derivative financial assets with fixed or determmnable payments that are
not quoted 1n an active market and are carmnted at amortised cost  They are included in current assets
except for those with matunties greater than 12 months after the balance sheet date  Loans and
receivables comprise cash and short-term deposits and trade and other receivables

Interest bearmg loans and borrowings
Interest bearing bank loans and overdrafts are recorded imtially at farr value less directly attnbutable
transacuion costs  Subsequently, these habilities are camed at amortsed cost using the effective

mterest method Gains or losses ansing on repurchase, settlement or cancellation of habilines are
recogmsed respectively 1n finance income or finance cost

Offsetiing of financtal insiruments

Financial assets and habilities are offset and the net amount reported in the balance sheet only when
there 15 a legally entorceable nght 1o offset the recogmised amounts and there 1s an intention to settle on
anel basis or realise the asset and settie the hability simultanecusly
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Notes (continited)
Accounting polices (continued)
Fair values

Fair value 15 determined using appropnate valuation techmgues  Such techmques may 1include using
recent arm’s length transactions, reference to the current value of another tnstrument that 1s
substantially the same, discounted cash flow analysis or othet valuation models

Dervanive financial instruments and hedging

Denvative financial instruments (“derivatives”) are used to manage risks arising from changes n
foreign currency exchange rate fluctuations

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

For those denvatives designated as hedges and for which hedge accounting 15 desired, the hedging
relatonship 1s formally designated and documented at its incepuion  This docurnentation 1denufies the
nsk management objective and strategy for undertaking the hedge, the nature of the risk beng hedged
and how effectiveness will be measured throughout its duration

All of the Group’s hedges are considered to be cash flow hedges, hedging exposure to variability 1n
cash flows that are either attributable to a particular nisk associated with a recognised asset or hability
or a hughly probable forecast transaction

For cash flow hedges, the effective portion of the gain or loss on the hedging instrument 1s recogmsed
directly as other comprehensive income, while the meffective portion 1s recognised 1n profit and loss
Amounts taken to other comprehensive income are transferred to the income statement when the
hedged transaction affects profit or loss, such as when a forecast sale or purchase occurs

If a forecast transaction 1s no longer expected to occur, the amounts previously recogmised 1n equity are
transferred to profit and loss If the hedging nstrument expires or 1s sold, terminated or exercised
without replacement or rollover, or its designation as a hedge 15 tevoked, amounts previously
recogmsed 1n other comprehensive income remamn i other comprehensive income until the forecast
transaction occurs and are transferred to the income statement

The Group uses forward currency contracts as hedges of 1its exposure to foreign currency nisk i
forecasted transacuions and firm commiiments  Refer to note 19 for further delails

Inventories
Inventories comprise goods tor resale and are stated at the lower of cost and net realisable value

Goods at warchouses are valued at weighted average cost Cost includes expenditure incurred 1n
acquiring the mventories and bringing them to their existing location and condition  Inventories at
retail outlets are valued at average cost prices

Trade and other recevables

Trade and other receivables are stated at thewr original nvoiced value (discounted 1f maltenal) as
reduced by appropnate allowances for estimated irrecoverable amounts  Impawred debts are
derecogmsed when they are assessed as uncollectible

Cash and short term deposuts

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

Trade and other payables. other than intercompany toans are non-interest bearing and are stated at their
nominal value

Taxation

Taxaton comprises current and deferred tax Tax 1s recogmised in the income statement except to the
extent that it relates to nems recogmsed directly 1n equity i which case 1t 1s recognised in equity

Current tax 1s the expectled tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years

Deterred tax 1s provided on all temporary differences between the carrying amounts of assets and
liabiliies for financial reporting purposes and the amounts used for taxation purposes except

*  the mual recognition of goodwill or of assets or habilities that affect neither accounting nor taxable
profit other than 1n a business combination,

* 1 respect of taxable temporary differences associated with investments 1n subsidianes associates
and jomt ventures, where the tming of the reversal of the temporary difterences can be controlled
and 1t 1s probable that the temporary differences will not reverse 1n the toreseeable future, and

¢ deferred tax assets are recognised only to the extent that it 1s probable that tuture taxable profits
will be avalable against which the asset can be utilised

The amount of deferred tax provided 1s measured on an undiscounted basis based on the expected manner
of realisation or settlement of the carryimg amount of assets and habhnes, vsing lax rates enacted or
substantively enacted at the balance sheet date

Borrowing costs

Borrowing costs are recognised in the Group’s income statement except for costs that are directly
attnbutable to the construction of buildings which are capitalised and included within the tninial cost of
a bulding Caputalisation of borrowing costs ceases when the property 18 ready for use The interest
rate applied 1s based on the average rate of general borrowings outstanding dunng a period

Pensions and other post employment benefits
Defined contribution plans

Obligatiens for contributions to defined contnbution penston plans are recognised as an expense n the
imcome statement as mncurred

Defined benefit plans

The Group’s net obligation in respect of 1ts defined benefit pension plans 15 calculated by estimating
the amount of future benefit that employees have earned 1n return for their service 1n the current and
prior penods, that benefit 1s discounted to determine its present value, and the fwir value ot any plan
assets 1s deducted The calculanon s performed by a qualihied actuary using the projected unit credit
method  The operating and financing costs of the scheme are recogmsed 1n the peniod 1n which they
anse

In respect of actuanal gains and losses that anse. the Group recogmses them in tull to equity n the
penod they occur in the statement of other comprehensive income
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Notes (continued)
Accounting pohictes (continued)
Revenue recogmition

Revenue represents sales to customers through retail outlets and online, excluding value added tax
Revenue 1s recognised net of mtragroup transactions, staff discounts, coupons and the free element of
multi-save transactions

Inramefrom concessions and comnussions

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

Interest and dividend income

Interest income 1s recogmised in the income statement as it accrues, using the etfective interest method
Dividend mcome 1s recogmsed i the income stalement on the date the entity’s night to receive
paymenits 1s established

Suppher income

Suppher mncentives rebates and discounts are recogmsed on an accruals basis, based on the expected
entitlement which has been earned up to the balance sheet date for each relevant contract

Share-based payments

For all hablities ansing from share-based payment arrangements the Group has apphed IFRS 2 ‘Share-
Based Paymenis' 1o habilities that were settled on or after 7 November 2002

The share option programme allows Group employees to acquire shares of the ultumate parent
company, thesc awards are granted by the Group The far value of options granted 1s mitially
mcasured at grant date and spread over the penod during which the employees become unconditionally
entitled 1o payment  The charge 1s recognised as an employee expense, with a corresponding increase
in habihnes  The fair value of the share option 1s measured based on an option valuation model taking
into account the terms and conditions upon which the mstrumenis were granted The hability 1s
remeasured at each balance sheet date and at sctilement date and any changes m iair value are
recognised in the income statement during the vesting penod

These share based payment transactions are considered as cash settled and accounted for in accordance
with IFRS 2 ‘Share-based Payments’

Dwidend distribution

Dividend distribution to the Company’s sharcholders 1s recogmsed as a habiliy in the Group’s
tinancial statements 1n the period 1n which the dividends are approved by the Company's shareholders
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Notes (continued)

2 Segment reporting

ASDA Group Limited
Registered No 1396513
Durectors’ report and financial statements

31 December 2010

The Board has determuned that the pnmary segment reporting format 1s business segments based on the
Group’s management and 1nternal reporting structure  The directors are of the opumon that the Group 1s
engaged 1n a single segment of the business, being the operation ot food, clothing, home and leisure stores in

the United Kingdom

3 Operating costs

The operating profit irom continuing operations 1s stated after crediting/(charging) the following

Cost of mventones recognised as an expense
Employment costs (Nore 5)

Amorusauen of intangible assets (Note 12)
Amorusauon of lease prepayments
Depreciation (Note 11)

- Owned assets

- Assets held under finance leases

Operaung lease expense

- Plant and equipment

- Property

Rental income

Loss on sale of property, plant and equipment
License fees pad to fellow subssdiary of ultimate parent company

4 Auditors’ remuneration

Within operating costs

Audit

Year Ended
31 December
2010

fm

(157017
(2.2790)
(28

aimn

(383 5)
(13

(454)
(74 1)

812
(197N
(L1 6)

Year Ended
31 December
2010

fm

03

Year Ended
31 December
2009

£m

(15,115 9)
(2,104 0y
(29)
(17

(362 8)
(14)

(46 2)
(7314)

78 4
241
arn

Year Ended
31 December
2009

£m

03
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Notes (continued)

5 Employee numbers and costs

ASDA Group Limted
Registered No 1396513

Directors’ report and financial statements

31 December 2010

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

Total
ASDA -Retall
- Home office

Full me equivalents
ASDA - Retal
- Home office

The aggregate payroll costs of these people were as follows

Wages and salaries

Share-based payments charge/(credit) (Nore 20)
Social secunty costs

Other pensien costs (Note 20)

6 Directors’ remuneration

Number of employees

The total remuneration of the directors for cach ot the last two financial years 1s as follows

Directors’ emoluments

Share-based payments

Post employment benefits

Year Ended Year Ended
31 December 31 December
2010 2009
169,287 165,630
3,171 3,036
172,458 168,666
107,465 105,055
3,083 2,952
110,548 108,007
Year Ended Year Ended
31 December 31 December
2010 2009
£m £m
2,0529 1,917 7
167 (12
1240 1175
854 700
2,279 0 2,104 0
Year Ended Year Ended
31 December 31 December
2010 2009
£000 £000
6,573 6,228
5,966 4,822
768 694

25




Notes (continued)

6 Directors’ remuneration (confuied)

Number of directors who are members of the defined benefit scheme
Number of directors who exercised share options

Number of directors entitled to recerve shares under long term imcentive schemes

Amounts in respect of the highest paid director are as follows

Total remuneration excluding pensions

Total accrued pension at the year end

ASDA Group Limited

Registered No 1396513

Directors’ report and financial statements
31 December 2010

Year Ended Year Ended
31 December 31 December
2010 2009

number number

8 9

8 8

10 8

£000 £000

1,317 1714

42 93

Included within the remuneration totals above are emoluments and short term benefits 1n respect of the directors
listed below, which were in respect of their services to the Broadsireet Great Wilson Europe Group (the
ultimate parent company for the UK) as a whole A J Bond, J J McKenna, A Clarke, R Bendel, D Blackhurst,
A Thompson, C Kuchinad, D Gurr A J Moore and C R Redfield It 1s not possible to allocate their

remuneration 1o the compamies within the Group

None of the chrectors were a member of the defined contnbution scheme durning the year (2009 none)

7 Financial income

Bank interest recervable
Nel return on pension scheme (Note 20)

Financial income

Year Ended Year Ended
31 December 31 December
2010 2009

fm £m

28 17

68 91

96 108
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Notes (continued)

8 Financial costs

Interest payable on bonds - paid to fellow group undertakings

Interest payable on bonds - paid (o external bondholders
External wnterest payable
Interest capitahised

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

Financial costs

9 Income tax expense

Recognised 1n the income statement

CURRENT TAX

UK corporation tax on profit for the year
Adjustments 1n respect of prior periods

CURRENT TAX CHARGE FOR THE YEAR

DEFERRED F'AX

Ongimaton and reversal of temporary difterences
Adjustment 1n respect ot prior periods

Adjustment ansing from change n tax rate

Reduction 1n delerred tax asset relating to pension obhgation

TOTAL TAX CHARGE FOR THE YEAR

ASDA Group Limited
Registered No 1326513
Directors’ report and financial stalemens

31 December 2010

Year Ended Year Ended
31 December 31 December
2010 2009

£m £m

(124) (18 1)
on 1)

02 on

65 51

62 (132

(65 2} ©3n
@2 “@9

(75 6) ana
Year Ended ¥Year Ended
31 December 31 December
2010 2009

£m £m

1512 1243
(204) 176
1308 1419
(127 (75)

18 3 .

831 Bé&

30 55

03 66

1311 148 5

Deferred tax on actuvarial losses on defined benefit pension schemes of £33 4m (2009 £57 7m) has been

credited to equity
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Notes (continued)

9 Income tax expense (continted)

Reconciliation of effective tax rate

ASDA Group Limited

Registered No 1336513

Darecters report and financial statements
31 December 2010

A reconcihation of the total 1ax charge compared to the standard rate of corporation tax n the UK of 28%
(2009 28%) applied to the profit on ordinary acuvities before tax s as follows

Profu before tax

Tax vsing the UK corporation tax rate of 28% (2009 28%)

Non-deductible expenses

Non-quahfying depreciauon

Profit on non-quahfying fixed assets
Group relief not paid for

Current year income taxed in prior penods
Adjustments 1n respect of prior periods
Change 1n tax rate

TOTAL TAX CHARGE FOR THE YEAR

10 Dividends

Declared and paid during the year

Dividend of 7 33p per share (2009 5 74p per share)

Year Ended Year Ended
31 December 31 December
2010 2009

fm £m

7391 798 7

2069 2236

32 25

266 209

o4 19

(94 8) {94 4)

- (322)

@n 262

383 -

1311 148 5

Year Ended Year Ended
31 December 31 December
2010 2009

£m £m

2300 180 0
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ASDA Group Limned
Registered No 1396513
Directors” report and financial statements
31 December 2010

11 Property, plant and equipment
Finance leases & Plant,
leasehold equipment,
Freehold improvements fixtures &  Assets under
properties {restated) fithings construction Total
fm Im £m Em £m

Cost
Balance at | January 2009 (restated) 6649 § 5742 226190 8121 9998 3
Additions at cost and transfers from
assets under construction 5335 05 2697 (3069) 496 8
Dispesals (48 %) (24 4) (144 7) - (217 6)
Balance at 31 December 2009 (restated) 7.134 % 5503 2,3870 2054 10,277 5
Balance at 1 Yanuary 2010 (restated) 7.134 8 5503 2,387 0 2054 10,2775
Additions a1 cost and transfers from
assets under construction 2797 641 204 8 2718 5764
Disposals 22n 12 (59 7) - B30
Transfers 379 179 - - -
Balance a1 31 December 2010 7354 5 6511 2,5321 2332 10,7709
Accumulated depreciation and impatrment
Balance at | January 2009 8649 2398 1,549 0 - 2,6537
Depreciation charge for the year 1231 234 2177 - 3642
Disposals 318 (237 (133 1) - {188 6)
Balance a1 31 December 2009 9562 2395 16336 . 2,8293
Balance at 1 January 2010 9562 2395 1,633 6 28293
Depreciation charge for the year 124 6 337 22645 - 384 8
Disposals 67N [Cra] (527 - {60 1)
Transfers (10 8) 108 - - .
Balance at 31 December 2010 1,063 3 2833 1,807 4 - 31540
Net book value
At 31 December 2009 (restated) 6,178 6 308 7534 2054 74482
At 31 December 2010 6,201 2 3678 7247 2332 7,616.9

Finance leases have been restated for the comparative penod as a result of 2n amendment to IAS 17 Leases
At 31 December 2010, the eftect 1s a decrease of £21 4m (2009 £214m) to non-current operaung lease
prepayments and an increase to closing net book value of finance leases of £21 4m (2009 £21 4m)
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Notes (continued)

11 Property, plant and equipment (continued)

ASDA Group Limited

Remstered No 1396513

Dhreclors’ report and financial statements
31 December 2810

The cumulative amoum of capitalised nterest wincluded 10 the cost of fixed assets 1s £232 Sm (2009
£226 Om) Details of interest capitalised dunng the year are given in Note 8

Properuies held under finance leases have the following net book values

Cost
Depreciation

Net book value

12 Intangble assets

Cost
At 1 Janvary 2009, 1 January 2010 and 31 December 2010

Amonisation
At 1 January 2009
Amorusatton during the year

At 31 December 2009

At 1 Janvary 2010
Amortisation during the year

At 31 December 2010

Net book value at 31 December 2009

Net book value at 31 December 2010

2010 2009 (restated)

im fm

597 597

94 (8 1)

503 516

Design

licences Brands Total
£m £m £m
64 k] 381
39 48 87
13 16 29
52 64 116
52 64 116
12 16 28
64 80 14 4
12 2513 265
- 23.7 237

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

The George brand 1s being amortised on a straight line basis over 1ts esumated useful life of 20 years
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Notes (continued)

13 Operating lease prepayments
2010 2009 (restated}
£m £m
Operating lease prepayments - current 17 17
- non-current 1238 1255
1255 1272

Operaung lease prepayments have been restated for the comparative penod as a result of an amendment to IAS
17 Leases As disclosed 1n Note 11, the impact on operating lease prepayments at 31 December 2010 1s a
decrease of £21 4m (2009 £21 4m)

14 Investments in subsidiaries
The Company’s tnvestments 1n principal subsidiaries are shown in Company Note 5

On 6 August 2009, as part of a group reconstruction, the group disposed of a subsidiary company, Cornnth
Services Limuted, to its smmedhate parent company, Wal-Mart Stores (UK) Limited, in exchange for
intercompany debt of £753 2m  The consideration of £753 2m was equal to the value of net assets disposed,
and hence gave rise to ml gain or loss on disposal Following this group reconstruction, on 21 August 2009
Connth Services Limited changed its name to Coninth Investments Limited

15 Inventories
2000 2009
£m £m
Goods held for resale 996 7 9141
Goods not held for resale 18 08
998 5 9149
16 Trade and other receivables
2010 2009
£m £m
Trade receivables 144 6 1516
Provision for doubtful debts (8 {8 5)
Other receivables 405 291
Prepayments and accrued income 831 730
2602 2452
Amounts owed by group entilies 17948 15725
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Notes (continued)

{3 Trade and other receivables (continued)

ASDA Group Limited

Registered No 1396513

Directors’ report and financial statements
31 December 2010

Trade receivables are non-interest bearing and are generally on 30-90 day terms  As at 31 December 2010,
trade receivables at nominal value of £8 Om (2009 £8 5m) were impaired and fully provided for on the basis of
the solvency of the debtor Movements 1n the provision for doubtful debts 1n the year were as follows

At 1 January 2010
Net charge for the year
Provision utihised

At 31 December 2010

2010 2009
£m £m
85 g6

- 29

(L) (30)

20 85

As at 31 December 2010, the analysis of trade receivables that were not impaired was as follows

Nexther past due nor imparred
Up to 3 months past due

2010 2009

£m £m
264 313
1102 1118
1366 143 1

In determining the recoverability of trade receivables, the Group considers any change 1n the credit quality of
the trade recervable trom the date credit was imtially granted up to the reporting date  Accordingly, the
directors believe that there 1s no further credut provision required in excess of the allowance for doubtful debts
As at 31 December 2010, trade debtors that were neither past due nor impared related to a number of
independent customers for whom there 1s no history of default

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

17 Cash and short term deposits

Cash and short term deposits

2010 2009
£m £m
4272 3462
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Notes (continued)

18 Trade and other payables
2010 2009
fm £m
Trade payables 20378 19153
Other taxes and social security 186 7 1603
Other payables 1313 1160
Accrued expenses 5067 498 2
28625 2,689 8
Amounts owed to group enhities 2,5433 23913

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

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

For terms and conditions relating to amounts owed to related parties, refer to Note 26

Inctuded within trade and other payables 1s an allowance for costs associated wiath the Office of Far Trading
(*OFT”) wmquiries mto dairy and tobacco pricing activites The OFT has made 1its decision on the tobacco
mvestgation and ASDA has appealed that decision A decision on dairy 1s expected in the autumn of 2011

Until the appeal 15 resolved and the decision on darry 1s made, the amounts included 1n these financial
statements have not been disclosed on the basis that it could be prejudicial
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19 Financial instruments

Fair values of financial assets and financial habilities

The Group’s pnncipal financial instruments dunng the year compnsed cash, cash equivalents and borrowings
Other financial assets and habihites, such as trade receivables, denvatnves designated as hedges, trade payables,
and accruals anse directly from the Group’s operatung activittes  The difference between the carrying value and
the fair value of these financial instruments 1s not matenal

In the valuauon of financial instruments dunng the year ended 31 December 2010 the Group used valuation
techniques for which all wnputs which have a sigmificant effect on the recorded value are observable, erther
directly or indirectly

The following summanses the major methods and assumptions used i estimating the fair values of financial
tnstruments

Floating rate borrowings — the fair value of floating rate borrowings approximates to carrying value because
mterest rates are reset to market rates at intervals of less than one year

Fixed rate borrowings — the fair value of fixed rate borrowings 1s estimated by discounting the future
contracted cash flow using appropniate interest rates to net present value

Trade and other receivables, trade and other payables, derwvanves designated as hedges and cash — tor these
items with a remaining hife of less than one year, the notional amount 1s deemed to reflect the fair value as a
result of the short term maturity of these instruments

Details of the Group’s borrowings are as follows

2010 2009
£m £m
Current liabllities
Eurobonds - 759
Current portion of finance lease liabilities 11 09
11 76 8
Non-current labilires
Eurobonds 1492 149 2
Non-current portion of finance lease habilines 334 345
1826 1837

As at 31 December 2010 and 31 December 2009, all borrowings were 1 Sterhing at fixed raies of interest The
finance lease obhgauons are carned at amortised cost, which 1s considered to approximate to fair value The
weighted average interest rate of fixed rate debtis 6 9% (2009 8 1%)

Amounts owed to fellow subsidianes are included n trade and other payables within Note 18  Details of
obligations under finance leases are included 1n Note 24
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19 Financial instruments {continued)

The 2010 Eurobond which was redeemed 1o full in the year had a tair value as at 31 December 2009 of £89 Im

a) On 31 March 1989, the Group 1ssued £125 Om ot unsecured 10 7/8 % Eurcbonds at 101 7533% of nominal
value redeemable at par on 20 Apnl 2010, unless previously redeemed at the Group's request, at the higher of
par or a price calculated to provide a yield equal to that earned on 12% Exchequer Stock 2013/2017 £16 2m of
these Eurobonds were subsequently redeemed at the Group’s request n 1993 and a further £33 Om was
redeemed at the Group’'s request 1n 1997 The remaining bonds have been redeemed 1n full n 2010

b) On 17 Fuly 1998, the Group 1ssued £150 Om of unsecured 6 5/8 % Eurobonds at 99 441% of normnal value
redeemable at par on 17 July 2015 unless previously redeemed at the Group’s request, at the higher of the
principal amount or a price calculated to provide a yield equal to that eamed on 8% Treasury Stock 2015

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

The 2015 Eurobond 1s denominated 1n Sterling and carried at amortised cost Its fair value as at 31 December
2010 was £187 5m (2009 £1850m) The Eurobonds bear fixed interest, payable annually 1n arrears

Fiancal risk management

The treasury function manages the Group's financial nsk, considering its borrowings and exposure to foreign
currency fluctuations The Group finances its operations through Eurobonds, issued a number of years ago and
substantially held within the Wal-Mart group The Group utilises tts cash balances as well as bank overdrafts to
satisfy shori-term cash flow requirements Foreign currency exposure 15 managed through entenng mto
forward currency contracts

Interest rate nsk

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

The Group’s short term borrowings are all held with entities which are part of the Wal-Mart group and are at
vanable rates of interest  Amounts owed to tellow subsidiaries (Note 18) attract interest at an etfective rate of
6% (2009 6%)

It 15 anticipated that a 1% movement 1n interest rates, which represents management's assessment of a
reasonably possible change, would give nse 1o a decrease/increase 1n net profitability of £0 Sm (2009 £2 9m)
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19 Finanaal instruments (continued)

ASDA Group Limited

Registered No 1396513

Darectors’ report and financial stalements
31 December 2010

The disclosures below exclude short term receivables and payables which are pnmanly of a trading nature and

expect 1o be settled within normal commercial terms

Terms and debt repayment schedule as at 31 December 2010

Eftective Less than 102 203 Jiod 4105
Interest rate Total | year years years years years 5+ years
% £m £m £m £m £m £m £m
Eurobonds 2015 (b) 66 1492 - - - - 149 2 -
Finance lease obligations 345 il 12 14 16 18 274
1837 11 12 14 16 1510 274
See Note 24 for further information relating to the present value of finance lease obligations
Amounts owed 1o fellow UK subsidiaries
Loans from Connth [nvestments
Limanted 6% 886 7 8867 - - - - -
Loans from Broadstreet Great
Wilson Europe Limuted 6% 290 8 2908 - - - - -
Loans from Wal-Mart LN (UK)
Lirmted 6% 13416 1341 6 - - - - -
25191 25191 - - - - -
Terms and debt repayment schedule as at 31 December 2009
Effectve Less than {to2 2t03 Jto 4 4105
interest rate Total 1 year years years years years 5+ years
% £m £m £m £m £m £m £m
Eurobonds 2010 (a) 108 759 759 - - - - -
Eurobonds 2015 (b) 66 1492 - - - - - 149 2
Finance lease obligations 354 09 1] 12 14 16 292
2605 768 11 12 14 16 178 4

Amounts owed 1o fellow UK subsidiaries

Loans from Connth Investments

Limuted 6% 8072 807 2
Loans from Broadstreet Great

Wilson Europe Limuted 6% 504 5 504 5
Loans from Wal-Mart LN (UK)

Limited 6% 10776 10776

23893 23893
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19 Finandial instruments {continued)

Forewgn currency risk

The Group purchases goods and services denomunated tn currencies other than Sterhng  Cash flows can be
affected by movements 1n exchange rates pnmanly US Dollars, Euros Austrahan Dollars and HK Dollars
Purchases 1n toreign currencies are managed through the use of forward contracts

The Group has implemented hedge accounting duning the year ended 31 December 2010 The Group has
forward currency hedging contracts outstanding at 31 December 2010, designated as hedges of expected future
purchases trom suppliers 1n US dollars The forward currency contracts are being used to hedge the foreign
currency nsk of the future purchases The terms of the torward currency hedging contracts have been
negotiated to match the terms of the commitments and none exceed a peniod ot more than 12 menths after the
31 December 2010 Amounts taken to other comprehensive income are transferred 1o the income statement
when the hedged transactoen aftects profit or loss

The cash flow hedges of the expected future purchases were assessed 10 be highly effective and as at 31
December 2010, a net unreahsed loss of £1 6m was included m other comprehensive income 1n respect of these
hedging contracts

As the Group manages 1ts foreign currency exposure through the use of forward currency contracts, changes 1n
exchange rates are not expected to have a ssgmficant impact on profitability or cash flow It1s anucipated that a
5% movement 0 the US dollar/Sterhng exchange rate, which represents management’s assessment of a
reasonably possible change, would give nise to a decrease/increase 1n equity of £9 9m (2009 £ml) There would
be no 1impact on profit from this movement

Credit risk

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

The Group has estabhished procedures to mimmuse the nisk of default by trade debtors including detailed credit
checks undertaken before a customer 1s accepted  Histonically, these procedures have proved effective tn
mimmusing the level of impaired and past due debtors

Leguaduty risk

The Group's treasury function ensures that the Group continzes to have sutficient funding by monitoning
rolling forecasts of the Group’s hquidity reserve on the basis of expected cash flow The Group’s objective 1s
to maintain a balance between continuity of funding and flexihty through the use of short term borrowimngs
At 31 December 2010, the Group had no short term borrowings  The Group’s long term debt comprises the
Eurobonds which are redeemable in 2015

As at 31 December 2010 the Group held cash of £427 2m (2009 £346 2m). utlised along with overdrafts
where necessary. to secure short term flexibility At 31 December 2010 the Group had uncommutted overdraft
facihities of £300m (2009 £30 Om), standby credit facilites (including bonds and guarantees) of £135 Om
(2009 £135 Om) and uncommitied line of credit facihities of £220 Om (2009 £125 Om) Cash 1s placed on short
term deposits wherever possible
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19 Financal instruments { continued}

Caputal risk management

The Group 1s subject to the nisk that its capital structure will not be sufficient to support the growth of the
business In order to maintain or adjust the capntal structure, the Group may adjust the amount of tntercompany
loans payable or receivable toffrom the Wal-Mart group of compames There were no changes to the Group’s
approach (o capital management duning the year The board encourages employees 1o hold shares in the
ulumate parent company, Wal-Mart Stores, Inc, through the use of share option schemes Full detals are
provided in Note 20

Full details of the amount of itercompany loans payable or receivable to/from the Wal-Mart group of
companies 1s disclosed in Note 26

20 Employee benefits

2010 2009

fm £m

Present valee of funded defined benefit obligauons (1,597 4) (1,322 7)
Fair value of plan assets 1,266 8 1,127
Recogmised liability for defined berefit obligatons (33006) (2100)
Cash-seltled share-based payment transactions hability - non-current aon (389)
Total non-current employee benefits (3607) (248 %)
Cash-settled share-based payment transactions hahhty - current (328) (28 6)
Total employee benefits (393 5) (277 5)

Pension plans

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

The trustee body of the defined benefit scheme 1s made up of eleven trusiees five of these are member
nommated trustees including one pensioner four are company appomnted, and there are two professional
independent trustees  There are two defined contnbution plans one trust based and one coniract based On the
trust based plan the trustee body 1s made up of mne trustees four of these are member nommated. four are
company appointed and there 1s one professional independent trustee  There 1s a govemnance group n place
which monutors the runming of the contract based plan This has six members two are nominated by
colleagues, and four are company appointed

The pension cost relatng to the defined benefit pension scheme 1s assessed n accordance with the advice of an
mdependent quahfied actuary who conducted a full trenmal actuanal valuation as at 5 Apnt 2010 and updated
the preliminary results of thus valuaton in accordance with 1AS 19 ‘Employee Benefits' for the year ended 31
December 2010
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20 Employee benefits (continued)

Pension plans (continued)

On 12 February 2011 the Group and the trustee body agreed to close the defined benefit pension scheme to future
accrual  As aresult of the closure, plan participants became eligible to join one of ASDA’s existing defined
contnbuton schemes, and the Group will pay £43 Om to the plan participants to facilitate transition to the
replacement pension arrangements  This transitional payment will be recorded as an cxpense 1n the year ending 31
December 2011 The effect of this decision on the pension hiability as at the date of closure 1s a reduction n the
hability of £57 Om  This impact has not been reflected 1n these financial statements as the relevant recogmtion
critena were not met at the balance sheet date

Movements in present value of defined benefit oblhigation

2010 2009
£m £m
Al | January (1,322 7) (1,016 8)
Current service cost {539 (399)
Interest cost {74 4) (63 9)
Actuarial tosses (L8277 (229 9)
Benefits pad 164 279
Contnbutions by members o1 on
At 31 December (1,597 4) (1,322 71
Movements in fair value of plan assers
2010 2009
£m £m
At 1 January 11127 9874
Expected return on plan assets 812 730
Actuanal gains 589 240
Contributions by employer 503 561
Coninbutions by members 01 01
Benefits paid (36 4) 279
At 31 December 1,266 8 1,112 7
Expense recogmsed n the consohdated income statement
2010 2009
fm fm
Current service cost 539 (399)
Interest on defined benefit pension plan obligation (74 4) 63 9)
Expected return on defined benefit pension plan assets 812 730
Total @7 308)

The expense 1s recognsed in the following line items 10 the consohdated income statement
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Pension plans (continued)

Operating costs
Financial income

Total

ASDA Group Limited

Directors’ report and financial statements

31 December 2010

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

Actuanal gans

Expenence losses arising on plan obhigation

Changes 1n demographic and financial assumptions underlying the present value of
plan obhgations

Acwanal loss recogmsed i the statement of other
comprehensive income

Taxation on actuarial loss recogmised 1n the statement of
other comprehensive income

Net actuarial loss recogmised 1n the statement of other
comprehensive income

2010 2009
£m £m
(539) (39 9)
68 91
@71y (30 8)
2010 2009
£fm £m
589 240
(61 7) 3n
(121 0) (226 8)
(123 8) (2059)
134 577
90 4) {148 2)

Cumulative net actuanal losses recogmsed 1n the statement of other comprehensive income since the transiion to

IFRS are £256 Im (2009 £165 7m)

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

Equity securities
Debt securities
Property

Other

Actual return on plan assets

2010 2009
fm £m
681 5 8313
2154 2273
355 406
334 4 135
1,266 8 1,1127
1401 970
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20 Employee benefits (conttnued}
Pension plans (continued)

Principal actuanal assumpnions (expressed as weighted averages)

2010 2009
% %
Discount rate 53 57
Inflation - RPI l6 33
Inflation - CPI 32 n/a
Future salary increases 43 40
Future pension increases 36 33
Expected return on plan assets
- Equity securities 71 80
- Debt secunties 43 45
- Property 71 80

On 8 July 2010, the Government announced that the Consumer Price Index (CPI) rather than the Reta] Price Index
(RPI) will be used as the basis tor inflanonary increases to pensions i its next vpdate of the statutory requirement
As a result, for the first time i 2010 the valuaton of the year end defined pension lability reflects the use of CPI
rather than RPI for the revaluation of deferred pensions

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

The following table illustrates the residual hife expectancy for an average member on reaching age 60, according to
the mortality assumptions used to calculate the pension habilities

2010 2009

Retiring at reporting date at age 60 Male 267 268
Female 266 298

Retiring at reporting date 1 25 years at age 60 Male 293 281
Female 322 310
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20 Employee benefits (contnued)

Pension plans (continued)

History of experience gains and losses

The history of expertence gans and losses for the current and prior periods are as follows

2010 2009 2008 2007 2006
£m fm £m £m £m
% % e %
Ditterence between the expected and actual return on scheme assets
Amount 589 240 (328 3) (80) 806
Percentage of scheme assets 4 6% 22% (33 2%) (0 7%) T 6%

Experience adjustments on plan habihties
Amount (61.7) Gl - 20
Percentage of scheme habihities 39%) {0 2%) - -

Present value of funded defined benefit obhigations (1,597.4) (1,3227) (1.0168) (12176) (1.1700)
Fair value of plan assets 1,266 8 1,1127 987 4 1,200 1 10659
Recognised hability for defined benefit obligations (330.6) (2100) {29 4) (17 5) (104 1)

The Group expects to contnbute approximately £62 7m to 11s defined benefit plan 1n the next financial year

Defined contribution plans

The Group operates two defined contribution penston plans  There were no unpaid contributions outstanding at the
current or pnor year end for the defined contnbution schemes The charge for the year for the defined contnbution
schemes 1s £31 5m (2009 £30 1m)

Share-based payments

These share-based payment transactions are accounted for as cash settled un accordance with IFRS 2 ‘Share-Based
Payments’

The Group offers five share-based payment schemes to employees to enable them to own shares 1n the ulumate
parent company  Three of these schemes involve the granting of options 10 employees to acquire shares in the
ulimate parent company at pre-determined exercise prices and two of the schemes mmvolve the granting of nghts to
recerve shares in the ultimate parent company for ml consideratien With the exception of one of these schemes no
performance conditions exist 1n relanon to the nghts o exercise options or receive shares and there are no cash
settlement altermatives for any of the current schemes outstanding
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20 Employee benefits (connnued)

Share-based payments (continued)

The number and weighted average exercise prices tor the three schemes which iavolve the granting of options to
employees to acquire shares 1n the ultimate parent company al predetermined exercise prices are as follows

Weighted average Number of Weighted average Number of

exercise price options eXercise price options

£ (thousands) £ (thousands)

2010 2010 2009 2009

Outstanding at the beginming of the period 27 69 12,547 29 30 15,046
Exercised during the penod 2767 (3.271) 243 (2,315)
Granted during the peniod 29 20 1.824 27 61 1,713
Lapsed during the period 2912 (958) 2943 (1,897
Ouistanding at the end of the period 28 79 10,142 2769 12,547
Exercisable at the end of the penod 3225 2,526 316 2.842

Share opticns were exercised on a regular basis thronghout the year The average share price during the year to 31
December 2010 was £34 32 (2009 £32 38)

Sharesave scheme

The scheme has been 1n existence tor employees since 1982 and gamed HMRC approval i 2000 Employees with
six months service are invited to join the scheme annually Options are granted annually to employees who elect to
Jomn, and are exercisable n three or five years from date of grant, depending on the year of grant Currently only
three year grants are being offered The options under this scheme are (reated as cash-settled

31 December 2010 31 December 2009
Number of Range of Weighted Werghted Number of Rangeof  Waeighted Weighted
ophions exercise price average average options EXErcise price average average
(thousands) £ exercise remaining {thousands) £ exercise remaining
price contractual price contractual
£ Iife (years) £ life (years)
4,445 19.87 to 29 05 25 82 1.4 4352 1987102745 2257 14

Colleague Share Option Plan (CSOP) scheme

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

31 December 2010 31 December 2009
Number of Range of Weighted Weighted Number of Range of  Weighied Weighted
options exercise price average average options EXEICISe price average average
(thousands) £ exercise remaing (thousands) £ exercise remaining
price contractual price  contractual
£ hfe {years) £ Iife (years)
2,326 28 50 to 35 81 3006 i1 3,600 2752t034 358 3017 16
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20 Employee benefits (continued)
Share-based payments (continued)
Wal-Mart Stock Incentive Plan (WSIP) scheme

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

3 December 2010 31 December 2009
Number of Range of Weighted Weighted Number of Range of  Weighted Weighted
options exercise price average average options €XEercise price average average
(thousands) £ exercise remaiming (thousands) £ exercise retaining
price contractual price contractual
£ hife (years) £ hfe (years)
3,371 28 24 to 37 53 3182 05 4595 272710324 3058 10

Restricted Stock Rights (RSR) scheme

The scheme was introduced in 2008 as an alternative to the WSIP scheme Under the RSR scheme, employees are
awarded the nght to recerve a predetermined number of shares 1n the ultmate parent company three years from the
award date All RSRs are classed as unapproved from an Income Tax and Nattonal Insurance perspective RSR
awards are treated as cash-settled

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

Number of Number of

ophions options

(thousands) (thousands)

2010 2009

Qutstanding at the beginning of the perod 582 308
Granted during the peniod 322 306
Lapsed dunng the period (112) (32)
Outstanding at the end of the period 792 582

Vested at the end of the period . -

The Group offers a performance share plan (PSP) scheme, for which cond:tions exist an relation to exercise as
descrnibed below

Performance Share Plan (PSP) scheme

The scheme came nio existence on 20 July 2006 Under the scheme, selected executives were granted the nght to
receive shares 1n Wal-Mart Stores, Inc provided certain pre-determined performance goals are met  In 2010 and
2009, these pre-determined goals were 1n respect of sales growth and return on investment All share awards under
the PSP scheme have been 1ssued for ml consideration and have a contractual life of between 1 and 3 years The
share awards under this scheme are treated as cash-settled
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Notes (continued)

20 Employee benefits (coniinued)

Share-based payments (contnued)

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

Number of Number of

options options

(thousands) (thousands)

2010 2009

Outstanding at the beginming of the penod 627 643
Exercised during the peniod (167} (179)
Conditionally granted during the period 246 260
Lapsed during the period (172) 97
Outstanding al the end of the period 534 627

Vested at the end of the period

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

The following table gives the assumptions applied to the options granted in the respective pertods shown

2010 2009

Expected dividend wicld (%) 230 211
Expected volatuhty (%) 1710 18 65
Risk-free interest rate (%) 177 136
Weighted average fair value of options granted 12 53 667
Weighted average share pnce (£) 2804 3152
307 312

Expected hife of option {years)

Volatihity 18 a measure of the amount by which a price 1s expected to fluctuate during the penod The Group has
used histonical volatihties that correlate with the expecied term of the options

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

The total expenses recogmsed for the period ansing trom share based payments and the associated amounts
recognised in the balance sheet are as follows

2010 2009

£m £m

Cash-settled share based payment charge/{credit) 167 (12)
Total carrymg amount of habilities - current 328 286
- non-current 301 389

629 67 5
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21 Provisions

The provision represents provisions for lease obligations ansing from discontinued activiies  The majonty of this
liability 1s expected to crystalhise in the next 5 years

2010 2009
£m £m
Balance ai | January 157 124
Provided dunng the year 05 50
Utilised duning the year 29 (17
Balance at 31 December 133 157
22 Deferred tax assets and habilities
Recogrised deferred tax assets and labtlities
Deferred tax assets and habilities are attributable to the tollowing
Assets Liahlites Net
2010 2009 2010 2009 2010 2000
£m £m £m £m £m £m
Property plant and equipment . - 2200 2235 220.0 2233
Employee benefits (109.5) (79 4) - - (109.5) (79 4)
Provisions 7.9 (85) - - (7.9) 83
Other tems - - 1.5 16 15 16
Tax (assets)/liabilities (117.4) (879) 2215 2251 104.1 1372
Netting of tax (assetsyhabilities 117 4 879 {117.4) (879 - -
Net tax (assets)/hiabilities - - 104 1 1372 104 1 1372

No provision has been made for deterred tax on potential capital gains which would anse as a consequence of the
disposal of properties at revalued amounts as any capital gain should be covered by indexation allowance, rollover
rehef or capital losses  The Group considers it impractical to quantfy the amount of tax which would become
payablef rollover relief was not available

Corporation 1ax of £77 Im (2009 £97 6m) has been deferred as a consequence of rollover relief claims made in
respect of the disposal of certain fixed assets in prior penods
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22 Deferred tax assets and habilities (continued)

Movement 1n deferred tax dunng the year

ASDA Group Limuted
Directors’ report and financial statements

31 December 2010

Recognised 1n Recogmised n 31 December
| January 2010 Income equity 2010
£m £m fm £m
Property, plant and equipment 2235 (3 5) - 2200
Employee benefits (79 4) 33 (334) {109 5)
Provisions (85) 06 - (719)
Other 1tems 16 on - 15
1372 03 (334) 104 1

Movement 1n deferred tax dunng the prior year
Recognised in Recognised in 31 December
1 January 2009 ncome equiLty 2009
fm £m £m £m
Property, plant and equipment 2367 {13 2) - 2235
Employee benefits 409 192 (577) {79 4}
Provisions (GRS 06 - (8 5)
Other 1tems 16 - - 16
188 3 66 BT 1372

23 Share capital and premum

The helders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one

vote per share at meetings of the Company

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

new shares

At 31 December 2010, 31 December 2009 and 31 December 2008

Number of shares
thousands
Allotted, called up and fully pad

Qrdinary shares of 25p each 3,135 705

Share capital
fm

7839

Share premium
£m

568 4

Total
£m

1,352 3
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24 Obligations under leases

Operating lease agreements where Group 1s lessee

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

ASDA Group Limited
Directors’ report and financial statements
31 December 2010

Land and buldings Other
2010 2009 2010 2009
£m £fm £m £m
No later than one year 791 730 310 263
Later than one year and no later than five years 2786 2371 478 425
Later than five years 6365 5541 37 -
994 2 864 2 825 688

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

agreements The leases have vanous terms and renewal nghts
clauses

Operating lease agreements where Group 1s lessor

Future minimum lease income under non-cancellable agreements is recervable as follows

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

2010

£m
122

303
276

701

2009
£m

117

285
239

641

They have no purchase options or escalation

The Group sub-lets butldings of various natures under non-cancellable agreements The leases have various terms

and renewal nghts
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24 Obhgations under leases (continued)

The Group also leases buildings under finance leases These leases have terms of renewal but no purchase options

and escalauon clauses Renewals are at the option of the lessee  Future mumimum lease payments under finance
leases are as foltows

2010 2009
£m £m
Future murumum payments due

No later than one year 51 51
Later than one year and no later than five years 206 206
Later than five years 48 8 539
745 796
Lease finance charges allocated to future periods (40 0) (44 2)
Present value of minimum lease payments 345 354

The present value of nunvmum lease payments 15 analysed as follows
No later than one year 11 09
Later than one year and no later than five years 60 53
Later than five years 274 292
345 54

25 Commitments

As at 31 December 2010, the Group had entered into contracts to purchase property, plant and equipment for
£139m (2009 £52 8m)

The Group 1s committed to purchase electricity under contracts with a number of providers As at 31 December
2010, the commitment for the purchase of elecineity under these contracts totalled £37 4m (2009 £92 Sm)
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26 Related parties

Identity of related parties

The following transactions were carned out with group companies

Technical assistance, services and royalties paid to Wal-Mart Stores, Inc

Interest payable on loans from Broadstreet Great Wilson Europe Limited
Interest payable on loans from Coninth Investments Limited
Interest payable on loans from Wal-Mart LN (UK) Limuted

[nterest recetvable on loans to Wal-Mart Stores (UK) Limited

Loans from Broadstreet Great Wilson Europe Linuted
Loans from Corinth Investments Limited

Loans from Wal-Mart LN {UK) Limited

Loans from Global George Limited

Loans from Wal-Mart Stores, [nc

Loans from WMGS Co Limted

Loans to Wal-Mart Stores (UK) Limied
Loans to Wal-Mart Stores Inc
Loans to Global George Limited

ASDA Group Limted
Dhrectors’ report and financial statements

2010
£m

196 3

305
519
581

753

290 8
886 7
13416

177
65

1,791 3

31 December 2010

2009
£m

593

301
215
606

425

504 5
8072
1,077 6
21

1,5139
586

Interest on intercompany loans within the group 1s charged on an arm’s length basis at a rate of 6% (2009 6%)

£12 4m was paid to Broadstreet of Munsbach Sarl, a fellow subsidiary of the Group's ulumate parent company,
during the year for interest due on Eurobonds (Note 8} At 31 December 2010, the Group’s habihty n respect of
Eurobonds held by fellow subsidianies of the ulumate parent company was £149 2m  During the year, license fees
of £11 6m have been charged by Global George Limuted, a fellow subsidiary of the Group’s ultimate parent

company, which are included 1n intercompany payables at the year end

Amounts owed by fellow group entities totalled £1,794 8m at 31 December 2010, as disclosed in Note 16

Amounts owed to fellow group entines totalled £2,543 3m at 31 December 2010, as disclosed in Note 18

Qther related party transactions

Key management are the statutory directors and transactions with them are disclosed 1n Note 6
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27 Ultimate parent company and parent company of larger group

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

The next smallest group at which consolidated financial statements are prepared 15 Wal-Mart Stores (UK) Limited
Copies of these financial statements are available for inspection at 11s registered office ASDA House, Southbank,
Great Wilson Street, Leeds, LS11 SAD

In the directors’ opimion, the ulimate parent company and centrolling party 1s Wal-Mart Stores, Inc which 15
mcorporated 1n the USA  Copies of its consohdated financial statements, which nclude this Group, can be obtained
trom the Company Secretary, Wal-Man Stores, Inc , Corporate Otfices, 702 SW 8th Street, Bentonwille, AR72716,
UsA

28 Post balance sheet events

Business combinations

On 13 April 2011, the Group acquired 100% ot the voung shares of Netto Foodstores Linmited for an 1mtal
consideration of £750m  The transaction will enable the Group to convert Netto's UK locauons mto ASDA stores
and mtegrate them into 1ts supermarkets format

Due to the hmited time available between the acquisition and the approval of the financial statements, the Group 1s
still 1 the process of establishing the tair value of the assets and habihities acquired The book value of the net assets
acquired was £321m The consideration was satisfied by cash, which was funded by the receipt of an intercompany
loan from a tellow subsidiary of the Group’s ulimate parent company

Defined benefit pension scheme closure

On 12 February 2011, the Group and the trustee body agreed to close the defined benefit pension scheme 1o tuture
accrual As a result of the closure, plan participants became eligible to join one of ASDA’s existing defined
contribution schemes, and the Group will pay £43 Om to the plan participants to facilitate transition to the
replacement pension arrangements  Thas transiional payment will be recorded as an expense i the year ending 31
December 2011 The etfect of this decision on the pension liabihity as at the date of closure 1s a reduction in the
hability of £57 Om  This impact has not been reflected 1n these financal statements as the relevant recognition
crntera were not met at the balance sheet date

Change n rate of taxation

The Finance (No 2} Act received Royal Assent on 27 July 2010 and announced a reduction in the main rate of
corporation tax from 28% 1o 27% wiuth effect from | Apnl 2011 Deferred tax has therefore been provided at 27%
Since the balance sheet date 1t has been announced that the corporation tax rate will be reduced to 26% with effect
from 1 Apnil 2011 The budget on 23 March 2011 announced further reductions of 1% per annum 10 the main rate
of corporation tax down to 23% by 1 Apnl 2014 None of these subsequent changes had been substantively enacted
by the balance sheet date

In addiion, on 22 June 2010 the Government announced changes to the capital allowances regime, including a
reduction 1n the rate of capital allowances on plant and machinery addinons from 20% to 18% with effect trom 1
Apnl 2012 These changes were not substantively enacted at the balance sheet date It these changes had been
substanuially enacted at the balance sheet date, the deferred tax habaluy at 31 December 2010 would have reduced
by £15 4m

The maximum increase 1n the deferred tax expense for the year ended 31 December 2010 would have been £10 5m
and the maximum decrease 1n the deferred tax credit to the statement of changes 1n equity would be £4 9m
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ASDA Group Limited — Parent Company

Directors’ responsibilities statement

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

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1 accordance with Umted Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards and applicable law) Under company law the directers
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 pohicies and then apply them consistently,
=  make judgements and esumates that are reasonable and prudent,

= state whether apphicable UK Accounting Standards have been tollowed, subject to any material departures
disclosed and explained 1n the financial statements, and

=  prepare the financial statements on the going concern basis unless 1t 15 1nappropnate to presume that the
company will continue n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explamn the
company’s transactions and disclose with reasonable accuracy at any time the financial posthon 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 taking reasonable steps tor the prevention and detection of
fraud and other irregulanties
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ASDA GROUP LIMITED

We have audited the parent company financial statements of ASDA Group Limiuted for the year ended 31 December
2010 which comprise the balance sheet and the related notes 1 to 13 The financial reporting framework that has
been applied in their preparation 1s applicable law and Umited Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

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

Respective responsibilities of directors and auditors

As explained more fully 1n the directors’ responsibilities statement set out on page 52, the directors are responsible
for the preparation of the parent company financial statements and for being satisfied that they give a true and tair
view Qur responsibility 1s to audit the parent company financial statemeats in accordance with applicable law and
International Standards on Audiuing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financual statements

An audit 1nvolves obtaining evidence about the amounts and disctosures n the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropriate to the parent company’s
aircumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information mn the Directors’ report to rdentity matenal inconsistencies with
the audited financial statements It we become aware of any apparent material misstatements or InConsistencies we
consider the implicauons for our report

Opinton on financual statements
In cur opinion the financial statements
«  Give a true and fair view of the state of the parent company’s affairs as at 31 December 2010,
+  Have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and
+  Have been prepared 1n accordance with the requirements of the Companies Act 2006

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

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us (o report 1o
you 1f, 1n our opinion
e Adequate accountng records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or
s  The parent company financial statements are not 1n agreement with the accounting records and returns, or
Certain disclosures of directors’ remuneration specified by law are not made, or
We have not received all the mformaton and explanations we require for our audit

Other matters
We have reported separately on the consehdated financial statements of ASDA Group Limited for the year ended 31

December 2010
Christabel Cow%ng Knlor statytory auditor)

for and on behalf of Emst & Y¢ang LLP, Statutory Auduor Leeds
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Company balance sheet

as at 31 December 2010
Note 2010 2009
£m £m
Fixed assets
Investments 5 27994 27994
Current assets
Debtors 6 1,1700 1,829 4
Cash 7 2003 1152
1,370 3 1,944 6
Crediters amounts falling due within one year
Borrowings 9 - (759)
Other creditors 8 (1,9190) (2459 8)
(1.9190) {25357}
Net current habilities (5487 (591 1)
Total assets less current habilities 22507 22083
Creditors amounts falling due after more than one year
Borrowings 9 (149 2) (149 2)
Net assets 2,1015 2,0591
Capital and reserves
Share capual 10 7839 7839
Share premium H 568 4 5684
Revaluation reserve il 1562 1562
Profit and loss account ir 5930 5506
Total shareholders' funds 2,1015 2,059 1

These financial statements were approved by the board of directors on 17 June 2011 and were signed on its behalf
by

m;%
rector
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Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently n dealing with 1tems which are considered
matenal 1n relation to the financial statements

Accounting basis

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

No profit and loss account 15 presented by the Company, as permutted by Section 408 of the Companies Act 2006
The Company has taken the exemption under FRS 1 ‘Cash Flow Statements’ not to present a cash flow statement

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

The Company has taken advantage of the exemption in paragraph 2D of FRS 29 ‘Fmancial Instrumenis
Disclosures' and has not disclosed information required by that standard, as the Group’s consohdated financial
statements, in which the Company 15 ncluded, provide equivalent disclosures for the Group under IFRS 7
‘Financial Instruments Disclosures’

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

Short term tnvestments are stated at the lower of cost and net realisable value  All income from these investments 1s
ncluded n profit and loss as interest recervable and similar income

Fare:gn currencies

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

2 Auditors’ remuneration

The Company’s audit fee for the year ended 31 December 2010 was £2,800 (2009 £2,800) The Company’s audit
costs are paid by another group company

3 Employee numbers and costs

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

Directors’ remuneration 15 patd by another group company Directors’ time 1s spent predominantly in relation to
ASDA Stores Limited, with hmted time spent 1n relauon te ASDA Group Limuted as a company  [t1s therefore not
deemed pracucal 1o allocate a portion of these costs to ASDA Group Limited as a company
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Notes (continued)

4 Dividends

Declared and pard during the vear
Dividend of 7 33p per share (2009 5 74p per share)

5 Fixed asset investments

Cost at | January 2010 and 31 December 2010
Impairment at | January 2010 and 31 December 2010
Net book value at 31 December 2010

Nel book value at 31 December 2009

ASDA Group Limuted
Directors’ report and financial statements
31 December 2010

Year Ended Year Ended
31 December 31 December
2010 2009

fm £m

2300 1800

Investment in
subsidhanies
£m

28127

(133)

27994

2,799 4

Following a review of the carrying value of investments held by the Company, no impairment charge (2009 £ml)

has been recognised

In the pnor year (6 August 2009) as part of a group reconstruction the Company sold 1ts investment 1n one of 115
subsidianies, Connth Services Limuted, to its immediate parent company Wal-Mart Stores (UK) Limited, in
exchange for intercompany debt of £174 7m  The carrying value of the investment disposed was £150 9m, giving
rise to a gain on disposal in the prior year 1in the Company of £298m  Following this group reconstruction, on 21
August 2009, Connth Services Limited changed 11s name to Connth Investments Limited

Subsidiary undertakings

As at 31 December 2010, the following companies, being those whose results principally affect the financial
posinen of the Group, were subsidiary undertakings whose ordinary share capital was wholly owned, and which

were regisiered 1n England and Wales and operating in the UK

Principal actvities

ASDA Stores Limited Retaihing
McLagan Investments Limited Property Investment
The Burwood House Group Limted Property Investment

Holding company

ASDA Group Limited
ASDA Group Limited
McLagan Investments Limuted
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6 Debtors
2010 2009
£m £m
Amounts owed by group undertakings 1,1700 1.829 4
Amounts owed by group undertakings attract interest at an effective rate of 6% (2009 6%)
7 Cash
2010 2009
£m fm
Cash 2003 1152
Cash held by the company 15 1n short term instruments with approved counterparties
8 Creditors amounts falling due within one year
2010 2009
£fm £m
Amounts owed to group undertakings 1,914 0 2,449 2
Accruals 50 106
19190 2,459 8
Borrowngs (Note 9) - 759

Amounts owed to group undertakings atiract interest at an effective rate of 6% (2009 6%)
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Notes (continued)

9 Borrowings

2010 2009
fm £fm
Amounts repayable within one vear
Bonds due 2010 (a) - 759
Amounts repayable berween one and five years
Bonds due 2015 (b) 149 2 -
Amounis repayable n five years or more
Bonds due 2015 (b) - 1492
149 2 2251

a) On 31 March 1989, the Company 1ssued £125 Om of unsecured 10 7/8% bonds at 101 753% of nominal value
redeemable at par on 20 Apnl 2010, unless previously redeemed at the Company’s request, at the lgher of par or a
price calculated (o provide a yield equal to that earned on 12% Exchequer Stock 2013/2017 £16 2m of these bonds
were subsequently redeemed at the Company’s request in 1993 and a further £33 Om were redeemed at the
Company’s request 1n 1997  The remaiming bonds have been redeemed 1n full on 20 Apnl 2010

b) On 17 July 1998, the Company issued £150 0m of unsccured 6 5/8% bonds at 99 441% of nominal value
redeemable at par on 17 July 2015 unless previously redeemed at the Company’s request, at the higher of the
principal amount or a price calculated to provide a yield equal to that earned on 8% Treasury Stock 2015

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

As at 31 December 2010, all borrowings were 1y Sterling at fixed raies of interest

The weighted average interest rate of fixed rate debt1s 6 9% (2009 8 1%)

10 Share capital

Number £m
Authorised at 31 December 2009 and 31 December 2010
Ordinary shares of 25p each 5,000,000 000 1,2500
Allotted, called up and fully pard at 31 December 2009 and 31 December 2010
Ordinary shares of 25p each 3,135,704 690 7839
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11 Share premium and other reserves
Share premium Revaluation Profit and loss

account reserve account Total
£m fm £m fm
At 1 January 2010 568 4 156 2 5506 12752
Profit for the year - - 272 4 2724
Dtvidends paid during the year - - (2300) (2300}
At 31 December 2010 568 4 156 2 593 0 1,317 6

In accordance with the exemptions given by Section 408 of the Compames Act 2006, the Company has not
presented 1ts own profit and loss account

The profit for the financial year in the financial statements of the Company was £272 4m (2009 £282 2m)

12 Commutments

The Company has no financial commitments (2009 none)

13 Ultimate parent company and parent company of larger group

The Company’s immediate parent company 15 Corinth Investments Lumited a company incorporated in England and
Wales

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

In the directors’ opimon the ultimate parent company and controling party 15 Wal-Mart Stores, Inc which 1s
incorporated 1in the USA  Copies of 1ts consolidated financial statements, which include this Company can be
obtained from the Company Secretary, Wal-Mart Stores, Inc  Corporate Offices, 702 SW 8th Street Bentonville,
AR72716, USA
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