





The Group has a number of cross-currency swaps which have
been designated as cash flow hedges. These derivative financial
instruments are used to match or minimise risk from potential
movements in foreign exchange rates inherent in the cash flows
of certain financial liabilities.

Derivatives are reviewed quarterly for effectiveness. Where a
derivative financial instrument is designated as a hedge of the
variability in cash flows of a recognised asset or liability, or highly
probable forecast transaction, the effective part of any gain or loss
on the derivative financial instrument is recognised directly in equity
through SoRIE. The gain or loss on any ineffective part of the hedge
is immediately recognised in the income statement within finance
income/costs. If a hedge of a forecast transaction subsequently
results in the recognition of a financial asset or liability, the
associated cumulative gains or losses that were recognised directly
in equity are reclassified into the income statement when the
transaction occurs.

Net debt

Net debt is cash and cash equivalents, long term cash on deposit,
bank and other current loans, bonds and derivative financial
instruments (stated at current fair value).

Investment property

Property held to earn rental income rather than for the purpose of
the Group’s principal activities is classified as Investment property.
Investment property is recorded at cost less accumulated
depreciation and any recognised impairment loss. Depreciation
policy is consistent with those described for other Group properties.

Income from investment properties is disclosed in ‘Other operating
income’ and details are shown in note 11 ‘Investment property’.
The related operating costs are immaterial and are included within
Administrative expenses.

Treasury shares

The Group has an employee trust for the granting of Group shares
to executives and members of the employee share plans. Shares in
the Group held by the employee share trust are treated as treasury
shares and presented in the balance sheet as a deduction from
retained earnings.

The finance and administration costs relating to the Executive Share
Option Scheme are charged to the income statement. The shares are
deducted for the purpose of calculating the Group’s earnings per
share.

Use of critical accounting assumptions and estimates
Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.
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The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
significant risk of causing a material adjustment to the carrying value
of assets and liabilities are discussed below.

a) Property provisions

Provisions have been made for onerous leases, dilapidations and
decommissioning costs. These provisions are estimates based on
the condition of each property and market conditions in the relevant
location. The actual costs and timing of future cash flows are
dependent on future events. Any difference between expectations
and the actual future liability will be accounted for in the period
when such determination is made.

b) Pension scheme assumptions and mortality table

The carrying value of defined benefit pension schemes is valued
using actuarial valuations. These valuations are based on
assumptions including the selection of the correct mortality tables
for the profile of members in each scheme. All these are estimates
of future events. The mortality experience study conducted as part
of the Safeway scheme triennial valuation is statistically significant
and the longevity assumption is adjusted to reflect its results. As
both of the Group’s schemes have a similar composition and type
of members, this adjustment is also made to the Morrisons scheme.
The mortality assumptions, financial assumptions and mortality
experience study are based on advice received from the schemes’
actuaries. Where appropriate these are corroborated from time-to-
time with benchmark surveys and ad-hoc analysis.

c) Assumptions relating to tax computation

The Group recognises expected liabilities for tax based on an
estimation of the likely taxes due, which requires significant
judgement as to the ultimate tax determination of certain items.
Where the actual liability arising from these issues differs from
these estimates, such differences will have an impact on income tax
and deferred tax provisions in the period when such determination
is made.

d) Determination of useful lives and residual values of property,
plant and equipment, investment property and long leasehold
land prepayments

Depreciation is provided so as to write down the assets to their
residual values over their estimated useful lives as set out in the
accounting policies for property, plant and equipment, investment
property and long leasehold land prepayments. The selection of
these residual values and estimated lives requires the exercise

of judgement.
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Consolidated income statement

52 weeks ended 3 February 2008

2008 2007
Note £m £fm
Turnover 2 12,969 12,462
Cost of sales (12,151) (11,826)
Gross profit 818 636
Other operating income 30 21
Administrative expenses (268) (272)
Profits arising on property transactions 32 38
Operating profit 4 612 423
Finance costs 5 (60) (82)
Finance income 5 60 28
Profit before taxation 612 369
Taxation 6 (58) (121)
Profit for the financial period attributable to equity holders of the parent 554 248
Earnings per share (pence)
- basic 7 20.79 9.32
- diluted 7 20.67 9.31
Ordinary dividend per share (pence)
Interim - paid 0.675 0.625
Final - proposed 31 4.125
- paid 3.375
Total dividend 4.800 4.000

Consolidated statement of recognised income and expense

52 weeks ended 3 February 2008

2008 2007
Note £m £fm
Actuarial (loss)/gain arising in the pension scheme (net of taxation) 21 (26) 119
Cash flow hedging movement 7 @)
Deferred tax on share options 20 2) 3
Net (expense)/income recognised directly in equity (21) 121
Profit for the financial period 554 248
Total recognised income and expense for the financial period attributable
to equity holders of the parent 24 533 369




Consolidated balance sheet

3 February 2008

Morrisons annual report and financial statements 2008 57

2008 2007
Note £m fm
Assets
Non-current assets
Property, plant and equipment 9 6,205 6,117
Lease prepayments 10 239 228
Investment property 11 239 241
Financial assets 12 43 19
6,726 6,605
Current assets
Stocks 13 442 368
Debtors 14 199 151
Financial assets 12 74 -
Cash and cash equivalents 15 191 231
906 750
Non-current assets classified as held for sale 16 4 16
910 766
Liabilities
Current liabilities
Creditors 17 (1,679) (1,501)
Other financial liabilities 18 (77) (254)
Current tax liabilities (97) (100)
(1,853) (1,855)
Non-current liabilities
Other financial liabilities 18 (774) (768)
Deferred tax liabilities 20 (424) (478)
Net pension liabilities 21 (68) (198)
Provisions 22 (139) (145)
(1,405) (1,589)
Net assets 4,378 3,927
Shareholders’ equity
Called-up share capital 23 269 268
Share premium 23 57 41
Merger reserve 24 2,578 2,578
Retained earnings and hedging reserves 24 1,474 1,040
Total equity attributable to equity holders of the parent 4,378 3,927

The financial statements on pages 51 to 81 were approved by the Board of Directors on 12 March 2008 and were signed on its behalf by:

Marc Bolland Richard Pennycook
Chief Executive Group Finance Director
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Consolidated cash flow statement

52 weeks ended 3 February 2008

2008 2007

Note £m £fm
Cash flows from operating activities
Cash generated from operations 25 756 704
Interest paid (70) (68)
Taxation paid (107) (53)
Net cash inflow from operating activities 579 583
Cash flows from investing activities
Interest received 50 12
Proceeds from sale of property, plant and equipment 94 158
Purchase of property, plant and equipment and investment property (402) (257)
Net cash outflow from investing activities (258) (87)
Cash flows from financing activities
Proceeds from issue of ordinary shares 17 5
Finance lease principal payments 3) 2
Repayment of borrowings (266) (261)
Increase in long term cash on deposit 12 (74) -
Dividends paid to equity shareholders (108) (98)
Net cash outflow from financing activities (434) (356)
Net (decrease)/increase in cash and cash equivalents (113) 140
Cash and cash equivalents at start of period 231 91
Cash and cash equivalents at end of period 15 118 231
Reconciliation of net cash flow to movement
in net debt in the period

2008 2007

Note £m fm
Net (decrease)/increase in cash and cash equivalents (113) 140
Cash outflow from decrease in debt and lease financing 268 263
Long term cash on deposit 12 74 -
Other non-cash movements - 27)
Opening net debt (772) (1,148)

Closing net debt 26 (543) (772)
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Notes to the financial statements

52 weeks ended 3 February 2008

1 Underlying earnings

The Directors consider that underlying earnings and normalised adjusted earnings per share measures referred to in the Chairman’s
statement, CEO’s review and Financial review provide additional useful information for shareholders on underlying trends and performance.
The adjustments are made to reported profit to (a) remove income statement volatility within net pension interest income caused by market
conditions; (b) remove profits arising on property transactions since these profits do not form part of the Group’s principal activities; and

(c) to apply an effective tax rate of 32%, being an estimated normalised tax rate, since the current year’s effective tax rate is considerably
lower due to reasons set out in note 6.

2008 2007
£m £fm
Profit after tax 554 248
Add back: tax charge for the year? 58 121
Profit before tax 612 369
Adjustments for:
- Net pension interest income (note 5)* 17) @)
- Profits arising on property transactions* (32) (38)
Underlying earnings before tax 563 324
Normalised tax charge at 32% tax rate* (180) (104)
Underlying earnings after normalised tax charge 383 220
Adjusted earnings per share (pence)
- basic (refer note 7(b)) 19.70 8.30
- diluted (refer note 7(b)) 19.59 8.30
Adjusted normalised earnings per share (pence)
- basic (refer note 7(c)) 14.38 8.28
- diluted (refer note 7(c)) 14.29 8.27
1 adjustments marked 1 equal £171m (2007: £28m), as shown in the reconciliation of earnings disclosed in note 7(c).
2 Turnover (excluding VAT) 2008 2007
£m £fm
Sale of goods in-stores 10,439 10,087
Fuel 2,443 2,301
Total store based sales 12,882 12,388
Direct manufacturing sales 27 28
Income from concessions and commission 60 46
Total turnover 12,969 12,462
3 Employees and Directors 2008 2007
£m £fm
Employee benefit expense for the Group during the period
Wages and salaries 1,343 1,334
Social security costs 95 94
Share-based payments (note 27) 9 20
Pension costs 48 55
Other staff costs 10 3
1,505 1,506
2008 2007
No. No.
Average monthly number of people employed by business group
Stores 104,645 105,054
Manufacturing 4,416 4773
Distribution 4,822 4,730
Centre? 3,571 3,247

117,454 117,804

2 centre includes employees on maternity leave and long-term sick leave.
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Notes to the financial statements continued

52 weeks ended 3 February 2008

3 Employees and Directors continued
Key management represent Directors. The aggregate remuneration paid to or accrued for the Directors for services in all capacities during
the period is as follows:

2008 2007
£m £m

Directors
Short term employee benefits 6.8 7.2
Pension costs 0.3 0.2
Termination payments - 4.5
Share-based payments 1.5 1.7
8.6 13.6

There are four Directors (2007: four) who have retirement benefits accruing under the Group’s defined benefit pension scheme.
Additional information on Directors’ emoluments (including the highest paid Director) can be found in the Directors’ remuneration report

on pages 40 to 46.

4 Operating profit 2008 2007
£m £fm

The following items have been included in arriving at operating profit:
Depreciation:

- owned assets 280 276

- assets held under finance leases 2 2
Property, plant and equipment 282 278
Depreciation of investment property 7 3
Charge in the income statement 289 281
Foreign exchange differences 3 @)
Operating lease rentals:

- minimum lease payments 38 40

- sublease receipts (5) (4)
Value of stock expensed 9,739 9,364

Services provided by the Group’s auditor
During the period, KPMG Audit Plc, the Group’s auditor, provided the following services:

2008 2007
£m £m
Audit services
- statutory Group and Company audit 0.4 0.6
- statutory audit of subsidiaries 0.2 0.2
- audit related regulatory reporting 0.2 0.2
Tax services
- compliance services 0.3 1.1
- advisory services 0.2 -
Other
- forecasting procedures review - 0.2

13 2.3
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5 Finance costs and income 2008 2007
£m fm
Interest payable on short term loans and bank overdrafts (1) (5)
Interest payable on bonds (53) (60)
Interest capitalised 8 6
Total interest payable (46) (59)
Fair value movement of derivative instruments ) 12)
Other finance costs ) 11)
Finance costs (60) (82)
Bank interest received 28 8
Amortisation of bonds 8 8
Other finance income 7 5
Pension liability interest cost (99) (95)
Expected return on pension assets 116 102
Net pension interest income 17 7
Finance income 60 28
Net finance cost - (54)

Interest is capitalised at the bank overdraft rate incurred before taxation which varies in line with the prevailing base rate. Taxation relief is

obtained on interest paid and this reduces the tax charged for the period.

6 Taxation
a) Analysis of charge in period 2008 2007
£fm fm
Corporation tax
- current period 142 127
- adjustment in respect of prior period (38) (13)
104 114
Deferred tax
- current period 40 (16)
- adjustment in respect of prior period (86) 23
(46) 7
Tax charge for the period 58 121
b) Tax on items credited/(charged) directly to equity 20£08 20?7
m m
Current tax on actuarial movements - -
Deferred tax credit/(charge) on actuarial movements 10 (51)
Tax credit/(charge) on actuarial movements taken to SoRIE 10 (51)
Tax on share-based payments — taken to SoRIE (2) 3

The tax for both periods is different to the standard rate of corporation tax in the UK of 30% (2007: 30%). The differences are explained below:

2008 2007
£m fm

Tax reconciliation
Profit before tax 612 369
Profit before tax at 30% (2007: 30%) 184 111
Effects of:
Expenses not deductible for tax purposes 14 11
Non-qualifying depreciation 35 28
Effect of tax rate changes on deferred tax (32) -
Deferred tax on Safeway acquisition assets (11) -
Divestment profits not taxable (11) (31)
Overseas tax rates/dividends - 2)
Other 3 (6)
Prior period adjustments (124) 10
Tax charge for the period 58 121
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Notes to the financial statements continued

52 weeks ended 3 February 2008

6 Taxation continued

During the period the Group successfully concluded lengthy negotiations with HM Revenue & Customs (HMRC) over a number of open
issues relating to the Safeway group prior to its acquisition by Morrisons in 2004. The closure of these negotiations has resulted in the Group

being able to release prior period corporation tax and deferred tax provisions of £124m.

7 Earnings per share

Basic earnings per share are calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number of
ordinary shares outstanding during the period, excluding those held by the Company as treasury shares (note 24), which are treated as

cancelled.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all potentially
dilutive ordinary shares. The Company has two (2007: three) classes of financial instruments that are potentially dilutive: those share options
granted to employees where the exercise price is less than the average market price of the Company’s ordinary shares during the period and
contingently issuable shares under the Group’s long term incentive plan. In the prior year, the other class of potentially dilutive ordinary

shares was the convertible preference shares.

a) Basic and diluted earnings per share (unadjusted)

Reconciliations of the earnings and weighted average number of shares used in the calculations are set out below:

2008 2007
Weighted Weighted
average average
number number
Earnings of shares EPS Earnings of shares EPS
£m millions pence £fm millions pence
Unadjusted EPS
Basic EPS
Earnings attributable to ordinary shareholders 554 2,664.3 20.79 248 2,657.5 9.32
Effect of dilutive instruments
Share options - 15.7 (0.12) - - -
Preference share conversion - - - - 1.2 (0.01)
Diluted EPS 554 2,680.0 20.67 248 2,658.7 9.31

b) Adjusted earnings per share

Given below is the reconciliation of the earnings adjusted for profits arising on property transactions used in the calculations of adjusted

earnings per share:

2008 2007
Weighted Weighted
average average
number number
Earnings of shares EPS Earnings of shares EPS
£m millions pence £m millions pence
Adjusted EPS
Basic EPS
Earnings attributable to ordinary shareholders 554 2,664.3 20.79 248 2,657.5 9.32
Profits arising on property transactions* (29) - (1.09) 27) - (1.02)
525 2,664.3 19.70 221 2,657.5 8.30
Effect of dilutive instruments
Share options - 15.7 (0.11) - - -
Preference share conversion - - - - 1.2 -
Diluted EPS 525 2,680.0 19.59 221 2,658.7 8.30

1 Profits arising on property transactions as shown in the income statement after adjusting for tax relief.



7 Earnings per share continued
c) Adjusted normalised earnings per share

Given below is the reconciliation of the earnings used in the calculations of adjusted normalised earnings per share:
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2008 2007
Weighted Weighted
average average
number number
Earnings of shares EPS Earnings of shares EPS
£m millions pence £fm millions pence
Adjusted EPS
Basic EPS
Earnings attributable to ordinary shareholders 554 2,664.3 20.79 248 2,657.5 9.32
Adjustments to determine underlying profit (see note 1) (171) - (6.41) (28) - (1.04)
383 2,664.3 14.38 220 2,657.5 8.28

Effect of dilutive instruments
Share options - 15.7 (0.09) - - -
Preference share conversion - - - - 1.2 (0.01)
Diluted EPS 383 2,680.0 14.29 220 2,658.7 8.27
8 Goodwill

Goodwill of £103m arose on the Safeway acquisition in the period ended 30 January 2005. In the financial statements for the period ended

29 January 2006, this goodwill was fully impaired.

Land and buildings equiprPnlzzt:
Lon Short  fixtures and

9 Property, plant and equipment Freehold leasehold leasehold vehicles Total

fm fm fm fm fm
Current year
Cost
At 4 February 2007 6,211 417 18 919 7,565
Additions at cost 252 33 9 116 410
Interest capitalised 7 1 - - 8
Reclassification (205) (69) 6 268 -
Transfer from/(to) investment properties 51 (25) - - 26
Transfer to long land lease premium - (10) - - (10)
Disposals (174) (8) - (138) (320)
At 3 February 2008 6,142 339 33 1,165 7,679
Accumulated depreciation and impairment
At 4 February 2007 691 47 17 693 1,448
Charge for the period 98 15 4 165 282
Reclassification (108) (10) - 118 -
Transfer from/(to) investment properties 18 (4) - - 14
Disposals (133) - - (137) (270)
At 3 February 2008 566 48 21 839 1,474
Net book amount at 3 February 2008 5,576 291 12 326 6,205
Assets under construction included above 91 14 - 22 127

The classification of Property, plant and equipment (PPE) was reviewed as part of upgrading our systems. As a result of this review, it was

deemed appropriate to reclassify certain assets that have historically been regarded intrinsic to the building structure to ‘fixtures and fittings’

included within plant, equipment, fixtures and vehicles.
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Notes to the financial statements continued

52 weeks ended 3 February 2008

Land and buildings equipmzza
Lon Short  fixtures and

9 Property, plant and equipment continued Freehold leasehold leasehold vehicles Total

fm fm fm fm fm
Prior year
Cost
At 29 January 2006 6,079 379 14 816 7,288
Additions at cost 139 36 6 88 269
Interest capitalised 5 1 - - 6
Transfer to assets held for sale (21) - (6) (4) (31)
Transfer from assets held for sale 33 1 4 19 57
Transfer to investment properties a7 - - - @7
Disposals @) - - - @)
At 4 February 2007 6,211 417 18 919 7,565
Accumulated depreciation and impairment
At 29 January 2006 563 43 12 525 1,143
Charge for the period 122 3 2 151 278
Transfer to assets held for sale - - - 1) 1)
Transfer from assets held for sale 15 1 3 18 37
Disposals (4) - - - (4)
Impairment reversal (5) - - - (5)
At 4 February 2007 691 a7 17 693 1,448
Net book amount at 4 February 2007 5,520 370 1 226 6,117
Assets under construction included above 108 14 - 1 123

Included in plant, equipment, fixtures and vehicles are assets held under finance leases at a cost of £22m (2007: £22m). The accumulated

depreciation at the end of the financial period was £19m (2007: £17m).

10 Lease prepayments 2008 2007
£m £m
Long lease land premiums 239 228

The current element of long lease land premiums is included within debtors (note 14). During the year, new long lease land premiums

amounting to £1m were paid (2007: £15m).
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11 Investment property 2008 2007
£m £fm
Cost
At start of period 294 261
Additions 17 -
Transfer from property, plant and equipment - 17
Transfer to property, plant and equipment (26) -
Transfer from assets held for sale - 16
At end of period 285 294
Accumulated depreciation
At start of period 53 36
Charge for the period 7 3
Transfer to property, plant and equipment (14) -
Transfer from assets held for sale - 14
At end of period 46 53
Net book amount at end of period 239 241

Included in other operating income is £20m (2007: £13m) of rental income generated from investment properties.

The fair value of investment properties at the end of the period was £328m (2007: £390m). This valuation has been determined by the
Directors based on market comparable information being rent and market rental yield. This reduction in the fair value is due to an increase in
market rental yield driven by deteriorating market conditions.

12 Financial assets 2008 2007
£fm £m

Non-current asset

Cross-currency interest swaps maturing 2010 43 19
Current asset
Long term cash on deposit 74 -

a) Cross-currency interest swaps maturing 2010
The cross-currency interest swaps cover the Group from currency exposure arising from payments of interest and repayment of the principal
in relation to Euro bonds.

The notional principal amount of the outstanding cross-currency interest swaps at 3 February 2008 was €250m (2007: €250m).

There are no contracts with embedded derivatives that have been identified to be accounted for separately as required by IAS 39 Financial
Instruments: recognition and measurement.

b) Long term cash on deposit
These are balances deposited with the bank with maturity of over three months from the date of the deposit.

13 Stocks 2008 2007
£m £m

Materials and work-in-progress 8 7
Finished goods 434 361
442 368
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Notes to the financial statements continued

52 weeks ended 3 February 2008

14 Debtors 2008 2007
£m £m

Trade debtors 94 80
Less: Provision for impairment of trade debtors (2) 2)
92 78

Lease prepayment - long lease land premiums 1 1
Other debtors 32 8
Prepayments and accrued income 74 64
199 151

The Group has recognised a provision of £2m (2007: £2m) for impairment of its trade debtors as at 3 February 2008.

The ageing analysis of trade debtors is as follows:

2008 2007

£m £fm

Neither past due nor impaired 70 53
Past due but not impaired:

Not more than three months 17 24

Greater than three months 5 1

92 78

As at 3 February 2008, trade debtors that were neither past due nor impaired related to a number of independent customers for whom there
is no recent history of default.

The other classes of debtors do not contain impaired assets.

15 Cash and cash equivalents 2008 2007

£m £fm

Cash and cash equivalents 191 231
Cash and cash equivalents include the following for the purpose of the cash flow statement:

2008 2007

£m £fm

Cash and cash equivalents 191 231

Bank overdraft (73) -

118 231

16 Non-current assets classified as held for sale 2008 2007

£m £fm

Property 4 16

Non-current assets classified as held for sale represents a single administration building being marketed for sale. The prior year balance
represented stores, administration and distribution buildings being marketed for sale.

17 Creditors - current 2008 2007

£m fm
Trade creditors 1,152 1,003
Other taxes and social security payable 35 56
Other creditors 189 127
Accruals and deferred income 292 297
Interest accrual 11 18

1,679 1,501
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18 Other financial liabilities
The Group had the following current and non-current borrowings and other financial liabilities:

2008 2007 2008 2007
Couponrate Coupon rate £m £fm
Current
Bank loans and overdrafts due within one year or on demand:
£250m Sterling bonds August 2007 - 5.88% - 251
Bank overdraft - - 73 -
Other loan notes 4.19% - 2 -
Interest rate swaps - - - 1
75 252
Finance lease obligations - - 2 2
77 254
2008 2007 2008 2007
Couponrate Coupon rate £m £fm
Non-current
£150m Sterling bonds August 2014 6.50% 6.50% 156 157
£200m Sterling bonds January 2017 6.00% 6.00% 203 203
£200m Sterling bonds December 2018 6.12% 6.12% 205 205
€250m Euro bonds April 2010 6.50% 6.50% 194 183
Total non-current Sterling and Euro bonds 758 748
Other loan notes - - - 2
Other Safeway loans 9.38% 9.38% 15 15
Finance lease obligations 1 3
774 768

a) Borrowing facilities
Borrowings are denominated in Sterling and Euros and bear fixed interest rates. All borrowings are unsecured.

In the event of default of covenants on the bank facility, the principal amounts and any interest accrued are repayable on demand.

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

2008 2007
£m £m
Undrawn facilities expiring:
Between one and two years - 500
Between four and five years 1,100 -
b) Finance lease obligations
Payments under finance lease obligations fall due as follows:
2008 2007
£m £m
Not later than one year 2 3
Later than one year but not more than five years 1 3
3 6
Future finance charges on finance lease obligations - -
Present value of finance lease obligations 3 6
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Notes to the financial statements continued

52 weeks ended 3 February 2008

19 Financial instruments

a) Financial risk management

The Group's treasury operations are controlled centrally by the Treasury Committee in accordance with clearly defined policies and
procedures that have been authorised by the Board. There is an amount of delegated authority to the Treasury Committee, but all activities
are summarised in half yearly treasury reports which are presented to the Audit Committee.

The Group’s principal financial liabilities, other than derivatives, comprise bank loans and overdrafts, borrowings, finance leases and trade and
other creditors. The main purpose of these financial liabilities is to raise finance for the Group’s operations. The Group has various financial
assets such as trade debtors and cash and short term and long term bank deposits, which arise directly from its operations.

The Group enters into derivative transactions, primarily forward currency contracts and cross-currency swaps. The purpose of these
derivative instruments is to manage the currency risks arising from the Group’s operations and its sources of finance. It remains the Group’s
policy not to engage in speculative trading of financial instruments.

The main risks arising from the Group’s financial instruments are foreign currency risk, liquidity risk and credit risk. The objectives, policies
and processes for managing these risks, which remain unchanged from the prior year are stated below:

i) Foreign currency risk

The Group incurs currency exposure in respect of overseas trade purchases made in currencies other than Sterling, primarily being Euro and
US dollar. The Group objective is to reduce risk to short term profits from exchange rate fluctuations. It is Group policy that any transactional
currency exposures recognised to have a material impact on short term profits will be hedged through the use of derivative financial
instruments. As at the balance sheet date, the Group had entered into forward foreign exchange contracts to mitigate foreign currency
exposure up to 50% of its forecasted purchases within next six months. Exposure on debt denominated in a foreign currency is hedged using
cross-currency interest rate swaps.

The sensitivity to a reasonably possible change (+/- 5%) in the US dollar/Euro exchange rate, with all other variables held constant, of the
Group'’s profit before tax (due to changes in the fair value of monetary assets and liabilities) and the Group’s equity (due to changes in the fair
value of forward exchange contracts and cross-currency interest swaps) has been determined as being immaterial.

ii) Liquidity risk

The Group policy is to maintain a balance of funding with a range of maturities and a sufficient level of undrawn committed borrowing
facilities to meet any unforeseen obligations and opportunities. Short term cash balances, together with undrawn committed facilities,
enable the Group to manage its liquidity risk. The Group finances its operations with a combination of bank credit facilities and bonds.

The Treasury Committee monitors rolling forecasts of the Group’s liquidity reserve on a quarterly basis, which comprises committed and
uncommitted borrowing facilities on the basis of expected cash flow.

The table below summarises the maturity profile of the Group’s primary non-current financial liabilities based on contractual undiscounted
payments, which includes interest payments. Balances due within 12 months equal their carrying balances as the impact of discounting is
not significant.

As the amounts included in the table are the contractual undiscounted cash flows, these amounts do not agree to the amounts disclosed on
the balance sheet for borrowings.

2008 2007

£m £m

One to two years 46 49
Two to three years 188 46
Three to four years 35 188
Four to five years 35 35

Five+ years 703 738
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19 Financial instruments continued

The table below analyses the Group’s derivative financial instruments which will be settled on a gross basis into relevant maturity groupings
based on the remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

At 3 February 2008 <lyear 1-2 years 2-3 years 3-4 years
Cross-currency swap - cash flow hedges

Outflow (11) (11) (156) -
Inflow 12 12 200 -
Forward contracts

Outflow (45) - - -
Inflow 45 - - -
At 4 February 2007 <1 year 1-2 years 2-3 years 3-4 years
Cross-currency swap - cash flow hedges

Outflow (11) (11) (11) (156)
Inflow 11 11 11 175
iii) Credit risk

Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents, deposits with banks, as well as credit exposures to
customers.

The Group maintains deposits with banks and financial institutions with an acceptable credit rating for a period not exceeding six months.
Further, the Group has specified limits that can be deposited with any one bank or financial institution at any point. The maximum exposure
on cash and cash equivalents and deposits is equal to the carrying amount of these instruments.

The Group trades only with recognised, creditworthy third parties. It is the Group’s policy that customers who wish to trade on credit terms
are subject to credit verification procedures. In addition, receivable balances are monitored on an ongoing basis with the result that the
Group’s exposure to bad debts is not significant. The maximum exposure is the carrying amount as disclosed in note 14. There are no
significant concentrations of credit risk within the Group.

iv) Other risk

Cash flow interest rate risk: The Group’s long term policy is to protect itself against adverse movements in interest rates by maintaining
up to 60% of its consolidated total net debt in fixed rate borrowings over a four year horizon. As at the balance sheet date all of Group’s
borrowings are at fixed rate, thereby substantially reducing the Group’s exposure to adverse movements in interest rate.

Cash and cash equivalents is a significant interest-bearing asset held by the Group. At year end, a 1% movement in the interest rate would
have had a £5m (2007: £2m) impact on the Group’s finance income. There are no other significant interest-bearing assets held by the Group.

b) Capital management
A key objective of the Group’s capital management is to maintain compliance with the covenants set out in the revolving credit facility.

The Group’s policy is to maintain both a gearing ratio and interest cover, which represents headroom of at least 10% over and above the
requirements laid down in the revolving credit facility. Throughout the year, the Group has comfortably complied with this policy.

There have been no changes in the objectives, policies or processes with regards to capital management during the years ended 3 February
2008 and 4 February 2007.

c) Fair values
All financial liabilities are carried at amortised cost. The Euro bonds are retranslated at balance sheet date spot rates. The fair value of the
Sterling and Euro Bonds are measured using closing market prices. These compare to carrying values as follows:

2008 2007
Amortised Fair Amortised Fair
cost value cost value
£m £m fm £fm
Bonds - current - - 251 250
Bonds - non-current 758 693 748 711
Total Sterling and Euro bonds 758 693 999 961

The fair value of other items within current and non-current borrowing equals their carrying amount, as the impact of discounting is not
significant.
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19 Financial instruments continued

d) Hedging activities

i) Cash flow hedge

At 3 February 2008, the Company held a number of cross-currency swaps which have been designated as cash flow hedges. These derivative
financial instruments are used to minimise risk from potential movements in foreign exchange rates inherent in cash flow of certain liabilities.

The hedged forecast transactions denominated in foreign currency are expected to occur at various dates over the next two years. Gains and
losses recognised in the hedging reserve in equity (note 24) on cross-currency swaps as at 3 February 2008 are recognised in the income
statement in the period or periods during which the hedged forecast transaction affects the income statement, which is generally once every
year over the course of the next three (2007: four) years.

i) Forward contracts

The Group uses forward foreign exchange contracts to hedge the cost of future purchases of goods for resale, where those purchases are
denominated in a currency other than the functional currency of the purchasing company. The hedging instruments are primarily used to
hedge purchases in Euros and US Dollars. The cash flows hedged will occur within one year of the balance sheet date.

At 3 February 2008, the total notional amount of outstanding forward foreign exchange contracts to which the Group has committed was
£45m (2007: £nil). The fair value of these outstanding forward exchange contracts at the balance sheet date was £0.2m.

20 Deferred tax 2008 2007
£m fm
Deferred tax liability 554 629
Deferred tax asset (130) (151)
Net deferred tax liability 424 478

IAS 12 Income Taxes permits the offsetting of balances within the same tax jurisdiction. All of the deferred tax assets were available for offset
against deferred tax liabilities.

The movements in deferred tax assets/(liabilities) during the period are shown below.

Other
Property, short term
plant and Share-based temporary
equipment Pensions payments  differences Total
fm fm fm fm fm
Current year
At 4 February 2007 (629) 59 6 86 (478)
Credited/(charged) to income statement 75 (50) 1 20 46
Credited/(charged) directly to equity - 10 2) - 8
At 3 February 2008 (554) 19 5 106 (424)
Prior year
At 29 January 2006 (609) 125 3 59 (422)
(Charged)/credited to income statement (20) (15) - 27 (8)
(Charged)/credited directly to equity - (51) 3 - (48)
At 4 February 2007 (629) 59 6 86 (478)
Other short term temporary differences include £31m (2007: £nil) of unused tax losses.
The deferred income tax credited/(charged) through the SoRIE during the period was as follows:
2008 2007
£fm fm
Actuarial gains/(losses) 10 (51)

Share options 2) 3
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21 Pension liabilities

a) Defined benefit pension scheme

The Group operates two pension schemes, the ‘Morrison’ and ‘Safeway’ schemes, providing benefits based on pensionable pay of the final
years of membership. The assets of the schemes are held in separate trustee administered funds; no part of the schemes is wholly unfunded.
The latest full provisional actuarial valuations, which were carried out at 6 April 2007 and 1 April 2007 for the Morrison and Safeway
schemes respectively, were updated for IAS 19 purposes for the periods to 3 February 2008, 4 February 2007 and 29 January 2006 by a
qualified independent actuary.

The Deed and Rules of the Morrison Pension Scheme gives the trustees power to set the level of contributions. In the Safeway Scheme this
power is given to the Group, subject to regulatory override.

The current best estimate of employer contributions to be paid for the year commencing 4 February 2008 is £138m, including a special
contribution of £100m.

b) Assumptions
The major assumptions used in this valuation to determine the present value of the schemes’ defined benefit obligation were as follows:

i) Financial

2008 2007 2006
Rate of increases in salaries 5.00-6.00% 4.45-5.45% 4.25-5.25%
Rate of increase in pensions in payment and deferred pensions 3.75% 3.20% 3.00%
Discount rate applied to scheme liabilities 5.75% 5.00% 4.75%
Inflation assumption 3.75% 3.20% 3.00%
ii) Longevity
The average life expectancy in years of a member who reaches normal retirement age of 65 and is currently aged 45 is as follows:

2008 2007 2006

Male 23.5 19.9 19.9
Female 25.8 22.8 22.8

The average life expectancy in years of a member retiring at the age of 65 at balance sheet date is as follows:

2008 2007 2006
Male 22.2 19.9 19.9
Female 24.7 22.8 22.8

Assumptions regarding future mortality experience are set based on actuarial advice and in accordance with published statistics. The
longevity assumption considers how long a member will live when they reach the age of retirement. Amongst the UK population there is a
continuing trend for a generation to live longer than the preceding generation, and this has been reflected in the longevity assumption. This
means that a 45 year old today is assumed to live on average longer than a 65 year old today. This particular adjustment, described in the
mortality tables below, is known as ‘Long Cohort’ and is in line with the latest advice from the Pension Regulator.

In calculating the present value of the liabilities the actuary selects the appropriate mortality table that reflects the longevity assumption.
The most up to date tables are used in each period. The current mortality table used is PNX00 YOB LC (2007 and 2006: PA92 C2020).

As disclosed in the Critical accounting assumptions on page 55, the results of the experience study conducted for the Safeway scheme have
been used to adjust the longevity assumption for both schemes, no such adjustment was made for the comparative periods.

iii) Expected return on assets
The major assumptions used to determine the expected future return on the schemes’ assets, were as follows:

2008 2007 2006
Long term rate of return on:
Equities 7.00% 7.00% 7.00%
Corporate bonds 6.00% 5.00% 4.25%
Gilts 4.25-4.50% - -
Property related funds 6.00% 6.00% 7.00%
Active currency management assets - 5.25% 4.50%
Cash 5.50% 5.25% 4.50%

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which, due to the
timescales covered, may not necessarily be borne out in practice. The expected return on plan assets is based on market expectation at the
beginning of the period for returns over the entire life of the benefit obligation.
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21 Pension liabilities continued

¢) Valuations

Assets of the schemes are held in order to generate cash to be used to satisfy the schemes’ obligations, and are not necessarily intended to
be realised in the short term. The allocation of assets between category is governed by the Investment Principles of each scheme and is the
responsibility of the trustees of each respective scheme. The trustees should take due consideration of the Group’s views and a
representative of the Group attends Trustee Investment Committees. The fair values of the schemes’ assets, which may be subject to
significant change before they are realised, and the present value of the schemes’ liabilities which are derived from cash flow projections over
long periods and are inherently uncertain, are as follows:

2008 2007 2006
£m fm fm
Equities 1,040 1,208 1,190
Corporate bonds 237 221 211
Gilts 531 - -
Property and property related funds 104 260 54
Active currency management assets - 66 22
Cash 27 19 59
Total fair value of schemes’ assets 1,939 1,774 1,536
Present value of defined benefit funded obligation (2,007) (1,972) (1,952)
Net pension liability recognised in the balance sheet (68) (198) (416)
Related deferred tax asset (note 20) 19 59 125
Net deficit (49) (139) (291)
The movement in the fair value of the schemes’ assets over the year was as follows:
2008 2007 2006
£m fm fm
Fair value of scheme assets at start of period 1,774 1,536 1,217
Expected return on scheme assets 116 102 83
Actuarial (losses)/gains (113) 78 165
Employer contributions 193 94 92
Employee contributions 10 11 13
Benefits paid (41) (47) (34)
Fair value of scheme assets at end of period 1,939 1,774 1,536

The above pension scheme assets do not include any investments in the Parent Company’s own shares or property occupied by any member
of the Group.

The movement in the present value of the defined benefit obligation during the period was as follows:

2008 2007 2006

£m fm fm
Defined benefit obligation at start of period (1,972) (1,952) (1,625)
Current service cost (44) (53) (55)
Past service cost - - (2)
Employee contributions (10) (11) (13)
Interest on defined benefit obligation (99) (95) (86)
Actuarial gain/(loss) recognised in the SoRIE 77 92 (206)

Benefits paid 41 47 35
Defined benefit obligation at end of period (2,007) (1,972) (1,952)

The cost of buying out pension benefits with an insurer was estimated in the recent provisional actuarial valuations to be £2,300m at April
2007, versus assets of £1,939m. This is a deficit of £361m or solvency funding ratio of 84%.

The cost of providing pensions equivalent to the level of compensation paid by the Pension Protection Fund was estimated to be £1,633m
at April 2007, compared with assets of £1,939m. This is a Pension Protection Fund surplus of £306m or a funding ratio of 119%.
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21 Pension liabilities continued
d) Sensitivities

Below is listed the impact on the liabilities at 3 February 2008 of changing key assumptions whilst holding other assumptions constant:

Discount factor +/-0.1% £47m
Longevity +/-1 year £55m
e) Income statement
The following amounts have been charged in employee benefits as set out in note 3 in arriving at operating profit:
2008 2007 2006
£m fm fm
Current service cost 44 53 55
Past service cost - - 2
44 53 57
The amounts for current and past service cost have been charged to the following income statement lines:
2008 2007 2006
£m fm fm
Cost of sales 35 42 46
Administrative expenses 9 11 11
44 53 57
The following amounts have been included in finance income:
2008 2007 2006
£m fm fm
Expected return on pension scheme assets 116 102 83
Interest on pension scheme liabilities (99) (95) (86)
17 7 ®3)
f) Actuarial gains and losses recognised in the statement of recognised income and expense (SoRIE)
The amounts included in the statement of recognised income and expense were:
2008 2007 2006
£m fm fm
Actual return less expected return on scheme assets (113) 78 165
Experience gains and losses arising on scheme obligation 83 37 14
Changes in demographic and financial assumptions underlying the present value of scheme obligations (6) 55 (219)
Actuarial movement recognised in the SoRIE (36) 170 (40)
Taxation on actuarial movement in the SoRIE 10 (51) 12
Net actuarial movement recognised in the SoRIE (26) 119 (28)
2008 2007 2006
£m fm fm
Cumulative gross actuarial movement recognised in the SoRIE 13 49 (121)
Taxation on cumulative actuarial movement recognised in the SoRIE (5) (15) 36
Cumulative net actuarial movement recognised in the SoRIE 8 34 (85)
The actual return on schemes’ assets can therefore be summarised as follows:
2008 2007 2006
£m fm fm
Expected return on schemes’ assets 116 102 83
Actuarial movement recognised in the SoRIE reflecting the difference
between expected and actual return on assets (113) 78 165
Actual return on scheme’s assets 3 180 248

The expected return on schemes’ assets was determined by considering the expected returns available on the assets underlying the current

investment policy. Expected yields on fixed interest investments are based on gross redemption yields as at the balance sheet date. Expected

returns on equity and property investments reflect long term real rates of return experienced in the respective markets.
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21 Pension liabilities continued

g) History of experience gains and losses 2008 2007 2006 2005
£m fm fm fm

Difference between the expected and actual return on scheme assets:

- Amount (113) 78 165 60

- Percentage of scheme assets (5.8%) 4.4% 10.8% 4.9%
Experience gains and losses arising on scheme liabilities:

- Amount 83 37 14 (33)

- Percentage of present value of scheme obligation 4.1% 1.9% 0.7% (2.1%)

Effects to changes in the demographic and financial assumptions
underlying the present value of the scheme liabilities:

- Amount (6) 55 (219) (107)

- Percentage of present value of scheme obligation (0.3%) 2.8% (11.2%) (6.6%)
Total amount recognised in the SoRIE:

- Amount (36) 170 (40) (81)

- Percentage of present value of scheme obligation (1.8%) 8.6% (2.1%) (5.0%)
Total value of schemes’ assets 1,939 1,774 1,536 1,217
Present value of defined benefit obligation (2,007) (1,972) (1,952) (1,625)
Net pension liability recognised in the balance sheet (68) (198) (416) (408)

h) Defined contribution pension scheme

Employees joining the Company after September 2000 are no longer eligible to gain automatic entry into the final salary pension scheme.
In June 2001 the Company established a stakeholder pension scheme, open to all employees, to which the Company makes matching
contributions of a maximum of 5% of eligible earnings. Pension costs for the defined contribution scheme are as follows:

2008 2007 2006

£fm fm fm

Stakeholder pension scheme 3) @ @)
Life assurance scheme (1) 1) 1)
Total costs (4) 2) 2)

Property

22 Provisions Restructuring provisions Total
fm fm fm

At 4 February 2007 50 95 145
Charged to the income statement - 17 17
Unused amounts reversed during the period (8) - (8)
Utilised in period (13) (8) (21)
Unwinding of discount - 6 6
At 3 February 2008 29 110 139

a) Restructuring

The change of the corporate logo and associated freshening of sections of the stores is well under way and progress is discussed in the CEO’s
Review. The provision covers the cost of conclusion on the work already started, and other direct expenditure not associated with the
ongoing activities of the Group. The ongoing restructuring programme in the distribution centres is also included in this balance. This
provision is expected to be utilised within the next financial year.

b) Property provisions
Property provisions comprise onerous leases provision, petrol filling station decommissioning reserve and provisions for dilapidations on
leased buildings.

Onerous leases relate to sublet and vacant properties. Where the rent receivable on the properties is less than the rent payable, a provision
based on present value of the net cost is made to cover the expected shortfall. The lease commitments range from 1 to 65 years. Market
conditions have a significant impact and hence the assumptions on future cash flows are reviewed regularly and revisions to the provision
made where necessary. As noted in the financial review, adjustments have been made to reflect the change in market conditions and the
legislative changes in respect of rates charges for empty properties.

Others comprise petrol filling station decommissioning reserve and dilapidations cost. Provision is made for decommissioning when the
petrol filling station tanks have reached the end of their useful life or when they become redundant and is based on the present value of costs
to be incurred to decommission the petrol tanks. Dilapidation costs are incurred to bring a leased building back to the condition it was
originally leased. Provision is made for these costs, which are incurred on termination of the lease.
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Number Share Share
23 Called up share capital of shares capital premium Total
millions £m fm fm
Current year
At 4 February 2007 2,677 268 41 309
Share options exercised 9 1 16 17
At 3 February 2008 2,686 269 57 326
Prior year
At 29 January 2006 2,673 267 37 304
Share options exercised 4 1 4 5
At 4 February 2007 2,677 268 41 309

The total authorised number of ordinary shares is 4,000 million shares (2007: 4,000 million shares) with a par value of 10p per share

(2007: 10p per share). All issued shares are fully paid.

The holders of ordinary shares are entitled to receive dividends as declared from time-to-time and are entitled to one vote per share at the

meetings of the Company.

a) Potential issues of ordinary shares

Certain eligible employees hold options to subscribe for shares in the Company at prices ranging from Op to 247p under the share option

schemes approved by Shareholders. Options on nine million shares (2007: four million) were exercised in the current financial year.

b) Preference shares

The 5%% cumulative 282,666 preference shares with nominal amount of £1, amounting to £0.3m have been classified as a current financial
liability in accordance with IFRS 7 Financial Instruments: Disclosure. These preference shares do not carry any voting rights.

Share Share Merger Hedging Retained

24 Reconciliation of movements in capital and reserves capital premium reserve reserve earnings Total

£m £m £m fm £m £m
Current year
At 4 February 2007 268 41 2,578 1) 1,041 3,927
Total recognised income and expense - - - 7 526 533
Share issues 1 16 - - - 17
Share option charge - - - - 9 9
Dividends - - - - (108) (108)
At 3 February 2008 269 57 2,578 6 1,468 4,378

Share Share Merger Hedging Retained
capital premium reserve reserve earnings Total

£m £m £m £m fm £m
Prior year
At 29 January 2006 267 37 2,578 - 766 3,648
Total recognised income and expense - - - (1) 370 369
Share issues 1 4 - - - 5
Share option charge - - - - 3 3
Dividends - - - - (98) (98)
At 4 February 2007 268 41 2,578 1) 1,041 3,927

Included in retained earnings is a deduction of £44m (2007: £44m) in respect of treasury shares held at balance sheet date. This represents
the cost of 17,641,448 (2007: 17,641,448) of the Company’s ordinary shares (nominal value of £1.8m). These shares are held by a trust

using funds provided by the Group and were acquired to meet obligations under the share option schemes. The costs of funding and

administering the schemes are charged to the income statement of the Company in the period to which they relate. The market value of the
shares at 3 February 2008 was £53m (2007: £53m). The trust has waived its rights to dividends. These shares are not treasury shares as

defined by the London Stock Exchange.
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25 Cash flow from operating activities 2008 2007
£m fm
Profit for the period 554 248
Adjustments for:
Taxation 58 121
Depreciation and amortisation 289 281
Profit on disposal of property, plant and equipment (32) (38)
Net finance cost (note 5) - 54
Other non-cash changes 6 3
Excess of contributions over pension service cost (148) (42)
(Increase)/decrease in stocks (74) 31
Increase in debtors (60) 3)
Increase in creditors 169 37
(Decrease)/increase in provisions (6) 12
Cash generated from operations 756 704
26 Analysis of net debt 2008 2007
£m fm
Cash and cash equivalents (note 15) 191 231
Bank overdraft (note 18) (73) -
Cash and cash equivalents per cash flow 118 231
Long term cash on deposit 74 -
Interest and cross-currency swaps 43 19
Financial assets (note 12) 117 19
Bonds - (251)
Swaps - 1)
Other loans (note 18) (2) -
Finance lease obligations (note 18) (2) 2)
Current financial liabilities (4) (254)
Bonds (758) (748)
Other unsecured loans (15) 17)
Finance lease obligations (1) 3)
Non-current financial liabilities (note 18) (774) (768)
Net debt (543) (772)

27 Share-based payments

The Group operates a number of share-based payments schemes: (i) the Executive share option scheme, (ii) the Sharesave scheme, (iii) the

Safeway Customer Care Performance Share Ownership Plan (CCPSOP), (iv) a cash-settled Long Term Incentive Plan (CLTIP), and (v) an equity-

settled Long Term Incentive Plan (LTIP). In line with IFRS 2 Share-based payment, the Group has fair valued all grants of equity instruments

issued after 7 November 2002 which were unvested as of 1 January 2005 and all shadow equity instruments which were unvested as of

1 January 2005.

The total charge for the period relating to employee share-based payment plans was £9m (2007: £20m), all of which (2007: £3m) related to

equity-settled share-based payment transactions. After corporation and deferred tax, the total charge in the income statement was £7m

(2007: £15m).
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a) Share option schemes
i) Executive share option scheme
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In May 1995, the Group adopted the 1995 Senior Executive Share Option Scheme which was made available to Directors and other senior
employees. The scheme was terminated on 25 May 2005. The scheme offered options at the market price two weeks prior to the date of the
grant which are normally exercisable between three and ten years from the date of grant. The maximum exercise value of the ordinary shares
subject to options held by an individual must not exceed the greater of four times earnings and £100,000. The exercise of options under the
scheme is subject to performance criteria broadly requiring an increase in Group operating profits of at least 20% between the year prior to

the date of the grant and its third or any succeeding anniversary. The scheme is equity-settled.

Those options which have been granted after 7 November 2002 have been fair valued using the Binomial stochastic option pricing model.

The fair value per option granted and the assumptions were as follows:

Grant date

12 Nov 2004 2 Apr 2003

Share price at grant date
Fair value of options granted
Exercise price

Dividend yield

Annual risk free interest rate
Expected volatility*

£2.33 £1.81
£1.4m £1.9m
£2.22 £1.75

1.43% 1.49%
4.61% 4.12%
29.4% 29.4%

*The volatility measured at the standard deviation of expected share price returns is based on statistical analysis on weekly share prices over the last six years.

The fair value calculations do not incorporate the effects of non-market vesting conditions, but the charge is adjusted to reflect an estimate

of the number of options which vest.

2008 2007
Weighted Weighted
average average
exercise exercise
pricein £ Options pricein £ Options

pershare thousands

pershare  thousands

Movement in outstanding options

Outstanding at start of period 1.91 5,901 1.89 8,151
Exercised 1.92 (2,678) 1.79 (1,690)
Expired - - 2.00 (560)
Outstanding at end of period 1.90 3,223 191 5,901
Exercisable at end of period 1.90 3,223 1.81 4,441
2008 2007
Weighted Weighted
average average
share price share price
at date of Number at date of Number
exercise of shares exercise of shares

Share options exercised in the financial period

£3.10 2,678,000

£2.64 1,690,000

2008 2007
Share options outstanding at the end of the period
Range of exercise prices £1.75-£2.22 £1.75-£2.22
Weighted average remaining contractual file 5.0 years 6.1 years
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27 Share-based payments continued

ii) Sharesave scheme

The Sharesave scheme has been in operation since 18 May 2000 and all employees (including Executive Directors) are eligible once the
necessary service requirements have been met. The scheme allows participants to save up to a maximum of £250 each month for a fixed
period of three to five years. Options are offered at a discount of 20% to the mid-market closing price on the day prior to the offer and are
exercisable for a period of six months commencing after the end of the fixed period of the contract. The exercise of options under this
scheme is not subject to any performance conditions and is equity-settled.

Options granted before 7 November 2002
The Group has not fair valued the Sharesave plan since the grants of the options were all made before 7 November 2002 and remained
unvested as at 1 January 2005.

2008 2007
Weighted Weighted
average average
exercise exercise
pricein £ Options pricein £ Options
pershare  thousands pershare  thousands
Movement in outstanding options
Outstanding at start of period 1.80 7,681 1.74 11,879
Exercised 1.74 (6,570) 1.33 (1,332)
Expired 2.20 (932) 1.76 (2,866)
Outstanding at end of period 1.79 179 1.80 7,681
Exercisable at end of period 1.73 21 2.39 690
2008 2007
Weighted Weighted
average average
share price share price
at date of Number at date of Number
exercise of shares exercise of shares
Share options exercised in the financial period £2.97 6,570,000 £2.04 1,332,000
2008 2007
Share options outstanding at the end of the period
Range of exercise prices £1.73-£1.79 £1.73-£2.39
Weighted average remaining contractual file 0.1years 0.8 years

Options granted after 7 November 2002

Those options which have been granted after 7 November 2002 to those eligible employees, including Directors, who chose to participate in
the scheme have been fair valued using the Binomial stochastic option pricing model. The fair value per option granted and the assumptions
were as follows:

Grant date 18 May 2007 24 Apr 2006
Share price at grant date £3.26 £1.94
Fair value of options granted £12.3m £16.2m
Exercise price £2.47 £1.58
Dividend yield 1.23% 1.91%
Annual risk-free interest rate 5.58% 4.57%
Expected volatility* 23.5% 25.6%

*The volatility measured at the standard deviation of expected share price returns is based on statistical analysis on weekly share prices over the past 3.25 years prior to the date of grant.

The fair value calculations do not incorporate the effects of non-market vesting conditions.
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2008 2007
Weighted Weighted
average average
exercise exercise
27 Share-based payments continued pricein £ Options pricein £ Options
pershare thousands pershare  thousands
Movement in outstanding options
Outstanding at start of period 1.58 25,754 - -
Granted 2.47 10,617 1.58 28,222
Exercised 1.59 (46) - -
Expired 1.81 (3,990) 1.58 (2,468)
Outstanding at end of period 1.84 32,335 1.58 25,754
Exercisable at end of period - - - -
2008 2007
Weighted Weighted
average average
share price share price
at date of Number at date of Number
exercise of shares exercise of shares
Share options exercised in the financial period £3.02 46,000 - -
2008 2007
Share options outstanding at the end of the period
Range of exercise prices £1.58-£2.47 £1.58
Weighted average remaining contractual file 2.3 years 2.9 years

iii) Safeway Customer Care Performance Share Ownership Plan (CCPSOP)

Awards under the Safeway Customer Care Performance Share Ownership Plan (CCPSOP) were made between 1997 and 1999. Options
granted to employees under the plan were normally exercisable between three and six and a half years after the date of the grant and were
equity-settled. Following the acquisition of Safeway plc by the Group, options under CCPSOP were rolled over into options over shares in the
Company. The Group has not fair valued the CCPSOP since the grants of the options were all made before 7 November 2002 and remained

unvested as at 1 January 2005.
2007

Weighted

average

exercise
pricein £ Options
pershare  thousands

Movement in outstanding options

Outstanding at start of period 1.66 632
Exercised 1.66 (120)

Expired 1.66 (512)
Outstanding at end of period - -

Exercisable at end of period - -

All of the outstanding share options were exercised last year and the scheme has been terminated. The weighted average share price at the
date of the exercise last year was £1.97.

b) Long Term Incentive Plans

i) Cash-based Long Term Incentive Plan (CLTIP)

The Group’s CLTIP scheme was made available to certain employees prior to the Safeway integration. Shadow shares were awarded to 684
employees as at 1 September 2004. The cash payment was made on 1 September 2007 based on the number of shares multiplied by the
average share price of the preceding week. The scheme was cash-settled.

Options were valued using the Binomial stochastic option pricing model. The fair value per option granted and the assumptions were as

follows:

Remeasurement date 4 Feb 2007 29 Jan 2006 30 Jan 2005
Share price at re-measurement date £3.01 £1.87 £2.03
Fair value of options granted £22.0m £14.6m £19.7m
Exercise price £nil £nil £nil
Dividend yield 1.23% 1.96% 1.64%

The fair value calculations do not incorporate the effects of non-market vesting conditions.

The total charge for the period relating to the CLTIP was £nil (2007: £17m) and after deferred and corporation tax, the total charge was
£nil (2007: £12m). The total amount of the liability included within creditors at 3 February 2008 was £nil (2007: £22m). No amount
was vested at the end of either period.
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Notes to the financial statements continued

52 weeks ended 3 February 2008

27 Share-based payments continued

i) Equity-based Long Term Incentive Plan (LTIP)

At the AGM held on 24 May 2007, the Shareholders and the Board approved the introduction of a discretionary Long Term Incentive Plan for
the benefit of certain employees as approved by the Remuneration Committee. The awards are free share-based awards, with non-market
vesting conditions attached, that accrue the value of dividends over the vesting period.

The maximum total market value of shares over which awards may be granted to any employee during any financial year of the Company
is 300% of salary. Awards normally vest three years after the original grant date providing the relevant performance criteria have been met.
Employees have six months from the vesting date to exercise their options after which they lapse.

The fair value at the date of grant, which is being charged to the income statement over the three-year vesting period, has been calculated
based on the following assumptions:

Grant date 24 Oct 2007 6 Jun 2007 24 May 2007
Share price at grant date £2.88 £3.13 £3.23
Assumed leavers 5% 5% 5%
Performance criteria achieved 90% 90% 90%
Exercise price £nil £nil £nil
Fair value of options granted £0.4m £0.1m £10.5m
2008

Weighted

average

exercise
pricein £ Options

pershare thousands

Movement in outstanding share awards
Outstanding at start of period - -

Granted - 4,470

Expired - -

Outstanding at end of period = 4,470

Exercisable at end of period - -
2008

Share awards outstanding at the end of the period

Weighted average remaining contractual file 2.4 years

28 Operating lease arrangements
a) Lessee arrangements
The Group has outstanding commitments for future minimum lease payments under non-cancellable operating leases, which fall due as

follows:
2008 2007

Vehicles, Vehicles,
plant and plant and
Property equipment Property  equipment
£m £m £m £fm
Within one year 34 10 27 12
More than one year and less than five years 127 26 110 15
After five years 427 - 448 3
588 36 585 30

The Group leases various offices, stores and warehouses under non-cancellable operating lease agreements. The leases have various terms
ranging from 4 to 11 years for vehicles, plant and equipment and 25 to over 100 years for property (including land), with varying escalation
clauses and renewal rights. Generally all property leases are reviewed every five years to align them with market rentals.
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28 Operating lease arrangements continued
b) Lessor arrangements
The Group has non-cancellable agreements with tenants and the future minimum lease income is as follows:

2008 2007

£m £m

Within one year 28 19
More than one year and less than five years 93 67
After five years 154 120
275 206

The Group sub-lets buildings of various nature under non-cancellable agreements. The leases have various terms, escalation clauses and
renewal rights.

29 Capital commitments 2008 2007
£m £m
Contracts placed for future capital expenditure not provided in the financial statements 102 102

Included above are capital commitments for investment property of £7m (2007: £17m).

30 Contingent liabilities

In September 2007 the Office of Fair Trading issued a Statement of Objections to a number of grocery retailers and milk producers, alleging
collusion in the setting of prices for certain dairy products in 2002 and 2003. Morrisons was accused in relation to one infringement in
2002, and has vigorously denied this. Based on the evidence put forward, the Board does not consider it probable that the Group will
ultimately incur a fine, and accordingly have made no provision for any such liability.

31 Post-balance sheet events

The Directors are proposing a final dividend in respect of the financial period ending 3 February 2008 of 4.125p per share which will absorb
an estimated £111m of Shareholders’ funds. Subject to approval at the AGM, it will be paid on 6 June 2008 to Shareholders who are on the
register of members on 2 May 2008.

As described in the Chief Executive strategy review, the Group intends to return £500m to shareholders through a share buyback programme
in the financial year ended February 2009.

32 Principal subsidiaries

Wholly-owned subsidiaries of Wm Morrison Supermarkets PLC Principal activity

Bos Brothers Fruit and Vegetables BV Produce wholesaler
Farmers Boy Limited Manufacturer and distributor of fresh food products
Farock Insurance Company Limited Captive insurer

Holsa Limited Packing manufacturer
Neerock Limited Fresh meat processor
Wm Morrison Produce Limited Produce packer
Safeway Limited Holding company
Rathbone Kear Limited Baker

Wholly-owned subsidiaries of Safeway Limited

Safeway Overseas Limited Grocery retailer
Safeway Stores Limited Grocery retailer

All the above companies are registered in England and Wales except Bos Brothers Fruit and Vegetables BV which is incorporated in
The Netherlands and Farock Insurance Company Limited which is incorporated in the Isle of Man.

The principal area of trading for all the above companies is the United Kingdom apart from Bos Brothers Fruit and Vegetables BV and
Safeway Overseas Limited who also trade in the rest of Europe.

At the end of last year the Group owned 80% of the share capital of Rathbone Kear Limited, the other 20% being owned by Mr H Kear.
The Group purchased the remaining 20% of the company on 25 September 2007 for a cash consideration of £0.6m which was equal to the
book value of the assets acquired.

In addition to the above, the Company has a number of other subsidiary companies, particulars of which will be annexed to the next
annual return.
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Wm Morrison Supermarkets PLC Company financial statements

under UK GAAP

Company accounting policies

Basis of preparation

These separate financial statements of Wm Morrison Supermarkets
PLC (the Company) have been prepared under the historic cost
convention, except for share-based payments, which is measured

at fair value and in accordance with applicable accounting standards
under UK GAAP and the Companies Act 1985.

The following accounting policies have been applied consistently
in dealing with items which are considered material in relation to
the Company’s financial statements.

Accounting reference date
The accounting period of the Company ends on the Sunday
falling between 29 January and 4 February each year.

Investments
Investments in subsidiary undertakings are stated at cost less
provision for impairment.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation and
accumulated impairment losses. Costs include directly attributable
costs. Annual reviews are made of estimated useful lives and
material residual values.

Depreciation

The policy of the Company is to provide depreciation at rates which
are calculated to write off the cost less residual value of tangible
fixed assets on a straight line basis. The rates applied are:

Freehold land 0%
Freehold and long leasehold buildings 2.5%
Short leasehold improvements Over lease period
Plant, equipment, fixtures and vehicles 14-33%
Assets under construction 0%

Fixed assets are reviewed for indications of impairment when events
or changes in circumstances indicate that the carrying amount may
not be recoverable. This is performed for each income generating
unit, which in the case of a supermarket is an individual retail outlet.
If there are indications of possible impairment then a test is
performed on the asset affected to assess its recoverable amount
against carrying value. An asset impaired is written down to its
recoverable amount which is the higher of value in use or its net
realisable value. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset.

If there is indication of an increase in fair value of an asset that had
been previously impaired, then this is recognised by reversing the
impairment, but only to the extent that the recoverable amount does
not exceed the carrying amount that would have been determined if
no impairment loss had been recognised for the asset.

Borrowing costs

All borrowing costs are recognised in the Company’s profit and
loss account on an accruals basis except for interest costs that
are directly attributable to the construction of buildings which
are capitalised and included within the initial cost of a building.
Capitalisation of interest cost ceases when the property is ready
for use.

Pension costs

The Company operates defined benefit and defined contribution
schemes. The defined benefit scheme is no longer open to new
members. A defined contribution scheme is a pension scheme under
which the Company pays fixed contributions into a separate entity.
A defined benefit scheme is one that is not a defined contribution
scheme. Pension benefits under defined benefit schemes are defined
on retirement based on age at the date of retirement, years of
service and employee’s final compensation package.

The Company’s defined benefit retirement scheme is funded by
contributions from the Company and members. Pension scheme
assets, which are held in separate trustee administered funds, are
valued at market rates. Pension scheme obligations are measured on
a discounted present value basis using assumptions set out in note
40. The operating and financing costs of the scheme are recognised
in the profit and loss account in the period in which they arise.

Death-in-service costs are recognised on a straight line basis over
their vesting period. Actuarial gains and losses are recognised
immediately in the statement of recognised gains and losses.

The Company also operates a stakeholder pension scheme and
contributions are charged to the profit and loss account as they
arise.

Provisions

Provisions are created where the Company has a present legal

or constructive obligation as a result of a past event, where it is
probable that it will result in an outflow of economic benefits to
settle the obligation from the Company, and where it can be reliably
measured. The nature of these provisions are:

a) Property provisions

Provisions made in respect of individual properties where there are
obligations for onerous contracts, dilapidations and certain
decommissioning obligations for petrol filling stations. The amounts
provided are based on the Company’s best estimate of the likely
committed outflow to the Company. Where material, these
estimated outflows are discounted to net present value.

b) Restructuring provisions

Provisions are established for announced and ongoing restructuring
programmes planned and controlled by management where there

is an obligation to make changes to the scope of the business
undertaken by the Company or the manner in which business is
conducted. The provision includes costs of severance to the affected
employees, costs of property closure, and other direct expenditures
not associated with ongoing activities.



Leases

Leases in which substantially all the risks and rewards of ownership
are retained by the lessor are classified as operating leases; all other
leases are classified as finance leases.

Lessor accounting - operating leases

Assets acquired and held for use under operating leases are recorded
as fixed assets and are depreciated on a straight line basis to their
estimated residual values over their estimated useful lives.
Operating lease income is recognised on a straight line basis to the
date of the next rent review.

Lessee accounting - operating leases
Rental payments are taken to the profit and loss account on a
straight line basis over the life of the lease.

Property leases are analysed into separate components for land
and buildings and tested to establish whether the components are
operating leases or finance leases.

Deferred and current taxation

Current tax payable is based on the taxable profit for the year using
tax rates enacted or substantively enacted at the reporting date.
Taxable profit differs from the profit as reported in the profit and loss
account as it is adjusted both for items that will never be taxable or
deductible and timing differences.

Deferred tax is provided in full on timing differences between the
accounting and tax cost bases that result in an obligation at the
balance sheet date to pay more tax, or a right to pay less tax, at a
future date. Deferred tax is calculated based on tax law enacted or
substantially enacted by the balance sheet date and is provided at
rates that are expected to apply when the timing differences reverse.
Deferred tax assets are recognised to the extent that it is more likely
than not that they will be recovered. Deferred tax assets and
liabilities are not discounted.

Stocks

Stocks are measured at the lower of cost and net realisable value.
Cost is calculated at weighted average basis and comprises purchase
price, import duties, less rebates and other non-recoverable taxes.
Stocks are primarily goods for resale.

Net realisable value is the estimated selling price in the ordinary
course of business, less estimated costs necessary to make the sale.

Share-based payments

The Company issues equity-settled share-based payments to certain
employees in exchange for services rendered by them. The fair value
of the share-based award is calculated at the date of grant and is
expensed on a straight line basis over the vesting period with a
corresponding increase in equity. This is based on the Company’s
estimate of share options that will eventually vest. This takes

into account movement of non-market conditions, being service
conditions and financial performance, if relevant. The fair value

of equity-settled awards granted is not subsequently revisited.
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Fair value is measured by use of a binomial stochastic model.

The expected life used in the model has been adjusted, based

on management’s best estimate, for effects of non-transferability,
exercise restrictions and behavioural considerations.

The fair value charge of share-based payments that are settled by
cash are credited to the balance sheet and are included within
creditors.

Financial contracts

Where the Company enters into financial contracts to guarantee
the indebtness of other companies within its Group, the Company
considers these to be insurance arrangements, and accounts for
them as such. In this respect, the Company treats the guarantee
contract as a contingent liability until such time as it becomes
probable that the Company will be required to make a payment
under the guarantee.

Exemptions

The Company has taken advantage of the exemption from preparing
a cash flow statement under the terms of FRS 1 ‘Cash Flow
Statement’. The cash flows of the Company are included in the
consolidated financial statements.

The Company is also exempt under the terms of FRS 8 ‘Related
Parties’ from disclosing related party transactions with entities that
are part of the Wm Morrison Supermarkets PLC Group.
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Company balance sheet

3 February 2008

2008 2007
Note £m fm
Fixed assets
Tangible assets 35 2,233 2,053
Investments 36 3,366 3,366
5,599 5,419
Current assets
Stocks - goods for resale 325 242
Debtors 37 620 575
Cash-in-hand 169 151
1,114 968
Creditors - amounts falling due within one year 38 (2,413) (2,022)
Net current liabilities (1,299) (1,054)
Total assets less current liabilities 4,300 4,365
Provisions for liabilities and charges 39 (41) (58)
Net assets — excluding pension liability 4,259 4,307
Net pension liabilities 40 (22) (27)
Net assets - including pension liability 4,237 4,280
Capital and reserve
Called up share capital 42 269 268
Share premium 43 57 41
Merger reserve 43 2,578 2,578
Profit and loss account 43 1,333 1,393
Equity shareholders’ funds 4,237 4,280

The accounting policies on pages 82 and 83 and notes on pages 85 to 90 form part of these financial statements.

The financial statements on pages 82 to 90 were approved by the Board of Directors on 12 March 2008 and signed on its behalf by:

Marc Bolland Richard Pennycook
Chief Executive Group Finance Director
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Notes to the financial statements

52 weeks ended 3 February 2008

33 Profit and loss account

A profit of £63m (2007: £125m) is dealt with in the accounts of Wm Morrison Supermarkets PLC. The Directors have taken advantage
of the exemption available under section 230 of the Companies Act 1985 and not presented a profit and loss account for the Company

alone. Audit fees and expenses paid to the Group’s auditor were £0.6m (2007: £0.6m).

34 Employees and Directors 2008 2007
£m £m

Employee benefit expense for the Company during the period
Wages and salaries 662 662
Social security costs 40 47
Share-based payments (note 27) 7 19
Pension costs 23 27
Other staff costs 5 2
737 757
2008 2007
No. No.
Average monthly number of people employed 54,502 56,030

Key management represent Directors. The aggregate remuneration paid to or accrued for the Directors for services in all capacities during

the period is the same as the Group and is shown in note 3.

There are four Directors (2007: four) who have retirement benefits accruing under the Company’s defined benefit pension scheme.

Land and buildings Plant
Short  equipment,
Long leasehold  fixtures and
35 Tangible fixed assets Freehold lease improvements vehicles Total
£fm fm fm fm fm
Cost
At 4 February 2007 2,179 298 3 431 2,911
Additions at cost 182 25 8 81 296
Interest capitalised 7 1 - - 8
Reclassification (206) (51) - 257 -
Disposals 9) 1) - 1) 11)
At 3 February 2008 2,153 272 11 768 3,204
Accumulated depreciation
At 4 February 2007 477 47 3 331 858
Charged in the period 53 7 - 53 113
Reclassification (111) (10) - 121 -
Disposals - - - - =
At 3 February 2008 419 44 3 505 971
Net book value
At 3 February 2008 1,734 228 8 263 2,233
At 4 February 2007 1,702 251 - 100 2,053
Assets under construction included above
At 3 February 2008 64 15 - 21 100
At 4 February 2007 94 14 - 1 109

Included above is an amount of £661m (2007: £604m) relating to non-depreciable land.

The cost of property assets held as lessor included in the above figures is £219m at 3 February 2008 (2007: £203m). The related

accumulated depreciation is £42m (2007: £38m).

Since 3 February 1985, the cost of financing property developments prior to their opening date has been included in the cost of the project.

Accumulated interest capitalised is £86m (2007: £78m).

The classification of tangible fixed assets was reviewed as part of upgrading our systems. As a result of this review, it was deemed appropriate

to reclassify certain assets that have historically been regarded as intrinsic to the building structure to ‘fixtures and fittings’ included within

plant, equipment, fixtures and vehicles.

Chairman’s statement
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Notes to the financial statements continued

52 weeks ended 3 February 2008

Investment in

subsidiary
36 Investments undertakings
£fm
Cost
At 4 February 2007 and 3 February 2008 3,367
Provision for impairment
At 4 February 2007 and 3 February 2008 1)
Net book value
At 4 February 2007 and 3 February 2008 3,366
A list of the Company’s principal subsidiaries is shown in note 32.
37 Debtors - amounts falling due within one year 20£08 20£07
m m
Trade debtors 68 76
Amounts owed by subsidiary undertakings 486 452
Other debtors 7 7
Prepayments 59 40
620 575
38 Creditors - amounts falling due within one year 20£08 20£07
m m
Trade creditors 1,091 906
Amounts owed to subsidiary undertakings 863 701
Bank overdrafts 73 -
Other taxes 20 56
Other creditors 100 88
Accruals and deferred income 236 203
Corporation tax 30 68
2,413 2,022
Deferred Restructuring Property
39 Provisions for liabilities and charges taxation provision  provisions Total
£fm £fm fm £fm
At 4 February 2007 14 36 8 58
Unused amounts reversed during the period (5) (8) - 13)
Charge for period - - 3 3
Unwinding of discount - - 1 1
Utilisation of provisions - (8) - (8)
At 3 February 2008 9 20 12 41

Further details of property and restructuring provisions are provided in note 22.

The potential deferred taxation on timing differences, calculated at 28% (2007: 30%), is set out below and has been provided for in full.

2008 2007

£m £fm

Excess of capital allowances over depreciation 83 78
Provisions and short term timing differences (69) (58)
Share-based payments (5) (6)

9 14
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40 Pension liabilities
a) Defined benefit pension scheme

The Company operates a pension scheme providing benefits based on final pensionable pay. The assets of the scheme are held in a separate
trustee administered fund. The latest full provisional actuarial valuations were carried out at 6 April 2007 and were updated for FRS 17

purposes for the periods to 3 February 2008 by a qualified independent actuary.

b) Assumptions
The major assumptions used in this valuation to determine the present value of the scheme’s liabilities were as follows:

2008 2007 2006
Rate of increases in salaries 5.00-6.00%  4.25-5.45%  4.25-5.25%
Rate of increase in pensions in payment and deferred pensions 3.75% 3.20% 3.00%
Discount rate applied to scheme liabilities 5.75% 5.00% 4.75%
Inflation assumption 3.75% 3.20% 3.00%
i) Longevity
The average life expectancy in years of a member who reaches normal retirement age of 65 and is currently aged 45 is as follows:

2008 2007 2006
Male 23.5 19.9 19.9
Female 25.8 22.8 22.8
The average life expectancy in years of a member retiring at the age of 65 at balance sheet date is as follows:

2008 2007 2006
Male 22.2 19.9 19.9
Female 24.7 22.8 22.8

Assumptions regarding future mortality experience are set based on advice in accordance with published statistics. The current mortality

table used is PNX00 YOB LC (2007: PA92 C2020).

The major assumptions used to determine the expected future return on the scheme’s assets, were as follows:

2008 2007 2006
Long term rate of return on:
Equities 7.00% 7.00% 7.00%
Bonds 6.00% 5.00% 4.25%
Property 6.00% 6.00% 7.00%
Cash 5.50% 5.25% 4.50%

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which, due to the

timescales covered, may not necessarily be borne out in practice.

¢) Valuations

The fair values of the scheme’s assets, which are not intended to be realised in the short term and may be subject to significant change before

they are realised, and the present value of the scheme’s liabilities which are derived from cash flow projections over long periods and are

inherently uncertain, were as follows:

2008 2007 2006

£m £fm fm

Equities 252 288 252
Bonds 57 43 34
Gilts 60 - -
Property 31 36 1
Cash 7 1 19
Total market value of assets 407 368 306
Present value of scheme liabilities (438) (406) (381)
Deficit in the scheme - pension liability (31) (38) (75)
Related deferred tax asset 9 11 23
Net pension liability in the balance sheet (22) 27) (52)

Chairman’s statement
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Notes to the financial statements continued

52 weeks ended 3 February 2008

40 Pension liabilities continued
The movement in the deficit during the period was as follows:

2008 2007 2006
£m £m £m
Deficit in the scheme at the beginning of the period (38) (75) (72)
Current service cost (21) (24) (22)
Contributions 50 25 25
Other finance income 4 2 1
Actuarial (loss)/gain (26) 34 @)
Deficit in the scheme at the end of the period (31) (38) (75)
d) Profit and loss account impact
The following amounts have been charged in arriving at operating profit in respect of pension costs:
2008 2007 2006
£m £m fm
Current service cost 21 24 22
The following amounts have been included in other finance income:
2008 2007 2006
£m £m £m
Expected return on pension scheme assets 25 21 17
Interest on pension scheme liabilities (21) 19) (16)
4 2 1
e) Amounts recognised in statement of total recognised gains and losses
The amounts included in the statement of total recognised gains and losses were:
2008 2007 2006
£m £m £m
Actual return less expected return on scheme assets (32) 16 35
Experience gains and losses arising on scheme liabilities 12 6 4
Changes in assumptions underlying the present value of scheme liabilities (6) 12 (46)
Actuarial (loss)/gain recognised in the statement of total recognised gains and losses (26) 34 @)
f) History of experience gains and losses 2008 2007 2006 2005 2004
£m £m £m £m £m
Difference between the expected and actual return on scheme assets:
Amount (32) 16 35 7.5 25
Percentage of scheme assets (7.9%) 4.4% 11.6% 3.3% 13.9%
Experience gains and losses arising on scheme liabilities:
Amount 12 6 4 2 3)
Percentage of present value of scheme liabilities 2.9% 1.6% 1.1% 0.6% (1.4%)
Effects to changes in the demographic and financial assumptions
underlying the present value of the scheme liabilities:
Amount (6) 12 (46.6) (16.9) (71)
Percentage of present value of scheme liabilities (1.4%) 2.9% (12.2%) (5.6%) (28.6%)
Total amount recognised in statement of total recognised gains and losses
Amount (26) 34 (7) (7.6) (49)
Percentage of present value of scheme liabilities (5.9%) 8.4% (1.8%) (2.5%) (19.9%)




40 Pension liabilities continued
g) Defined contribution pension scheme
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Employees joining the Company after September 2000 are no longer eligible to gain automatic entry into the final salary pension scheme.
In June 2001 the Company established a stakeholder pension scheme, open to all employees, to which the Company makes matching
contributions of a maximum of 5% of eligible earnings. Pension costs for the defined contribution scheme are as follows:

2008 2007
£m £fm
Stakeholder pension scheme (1) 1)
Life assurance scheme (1) 1)
Total costs 2) 2)
41 Reconciliation of movements in equity shareholders’ funds 20£08 20£07
m m
Profit for the financial period 63 125
Dividends (108) (98)
Retained (loss)/profit for the financial period (45) 27
Share-based payment charge 6 3
Deferred tax on share options 2) 3
Actuarial (loss)/gain on pension scheme (26) 34
Movement in deferred tax relating to pension scheme 7 (10)
Share options exercised 16 -
New share capital subscribed 1 5
Net addition to equity shareholders’ funds (43) 62
Opening shareholders’ funds 4,280 4,218
Closing equity shareholders’ funds 4,237 4,280
42 Share capital
a) Equity 2008 2007
£m £fm
Authorised
Equity share capital
4,000,000,000 ordinary shares of 10p each (2007: 4,000,000,000) 400 400
Issued and fully paid
Equity share capital
2,686,071,130 ordinary shares of 10p each (2007: 2,676,776,258) 269 268
i) Ordinary shares 2008 2007
£m £fm
At start of period 268 267
Share options exercised 1 1
At end of period 269 268
Details on new share capital subscribed are provided in note 23 above.
b) Non-equity
The authorised and issued preference share capital of the Company is as follows:
2008 2007
£m £fm
5%% cumulative redeemable convertible preference shares of £1 each
Authorised 50,000,000 (2007: 50,000,000) 50.0 50.0
Issued and fully paid 282,666 (2007: 282,666) 0.3 0.3

The 5%% cumulative preference shares, which are classified as a current liability in accordance with FRS 25 Financial instruments: Disclosure,

do not carry any voting rights, and were issued in 1987 at £1 per share.
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Notes to the financial statements continued

52 weeks ended 3 February 2008

Share Profit

premium Merger and loss

43 Reserves account reserve account
£fm £fm £fm

At start of period 41 2,578 1,393
Retained in the period - - (45)
Share-based payment charge = = 6
Deferred tax on share options - - (2)
Actuarial loss recognised - - (26)
Tax arising on actuarial loss = = 7
Share options exercised 16 = =
At end of period 57 2,578 1,333
Net pension liability 22
Profit and loss account excluding pension liability 1,355

44 Share-based payments
The disclosure requirements for FRS 20 Share-based payment are identical to that of IFRS 2 Share-based payment and share-based payments
included in the Company are the same as the Group. Full IFRS 2 disclosures are provided in note 27.

45 Capital commitments 2008 2007
£m £m
Contracts placed for future capital expenditure not provided in the financial statements 86 92

46 Operating lease commitments
Annual commitments under non-cancellable operation leases:

2008 2007
Plant, Plant,
equipment, equipment,
Landand fixtures and Landand fixtures and
buildings vehicles buildings vehicles
£m £m £m fm
Expiring within one year - 1 - 3
Expiring within two to five years inclusive - 8 - 7
Expiring over five years 3 2 3 3
3 11 3 13

47 Contingent liabilities
The Company has given an unlimited guarantee in respect of the overdraft of all the subsidiary undertakings. At 3 February 2008, there was
a credit balance of £0.4m including uncleared banking items (2007: £0.2m).

The Company has also provided a guarantee in respect of Sterling and Euro Bonds, amounting to £758m (2007: £999m) in respect of
a subsidiary undertaking.

In September 2007 the Office of Fair Trading issued a Statement of Objections to a number of grocery retailers and milk producers, alleging
collusion in the setting of prices for certain dairy products in 2002 and 2003. Morrisons was accused in relation to one infringement in
2002, and has vigorously denied this. Based on the evidence put forward, the Board do not consider it probable that the Company will
ultimately incur a fine, and accordingly have made no provision for any such liability.

48 Post balance sheet events

The Directors are proposing a final dividend in respect of the financial period ending 3 February 2008 of 4.125p per share which will absorb
an estimated £111m of shareholders’ funds. Subject to approval at the AGM, it will be paid on 6 June 2008 to shareholders who are on the
register of members on 2 May 2008.

As described in the Chief Executive strategy review, the Company intends to return £500m to shareholders through a share buyback
programme in the financial year ended February 2009.



Seven year summary of results

52 weeks ended January

Consolidated income statement
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New format* Previous format
IFRS GAAP IFRS GAAP UK GAAP
2008 2007 2006 2006 20052 2005%3 2004 2003 2002
fm fm fm £fm fm fm fm £fm fm

Turnover 12,969 12,462 12,115 12,115 12,104 12,116 4,944 4,290 3,915
Cost of sales® (12,151) (11,826) (11,793)
Other operating income 19 18 6 1 2 1
Raw materials and consumables (9,156) (9,110) (9,110) (3,682) (3,186) (2,944)
Gross profit 818 636 322 2,978 3,012 3,012 1,263 1,106 972
Other operating income 30 21 19
Administrative expenses (268) (272) (237)
Profits arising on property transactions 32 38 8 8 15 18 1 1 0
Staff costs (1,631) (1,537) (1,533)  (571)  (498)  (445)
Depreciation (257) (259) (265) (120) (111) (99)
Other operating charges (986) (836) (834) (256) (227) (198)
Operating profit before one-off costs 612 423 112 112 395 398 317 271 230
One-off costs - - (375) (375) (139) (99) 11 3) -
Operating profit/(loss) 612 423 (263) (263) 256 299 306 268 230
Amortisation of negative goodwill - - - - - 58 - - -
Net finance (costs)/income - (54) (52) (52) (65) (64) 14 15 13
Share of joint venture operating profit - - 2 2 2 4
Profit/(loss) before taxation 612 369 (313) (313) 193 297 320 283 243
Taxation (58)  (121) 63 63 (88) (91)  (122) (97) (88)
Profit/(loss) after taxation 554 248 (250) (250) 105 206 198 186 155
Minority interest equity - - - - - - - 2) -
Profit/(loss) for the period 554 248 (250) (250) 105 206 198 184 155
Dividends* (108) (98) (99) (98) (88) (88) (44) (36) (29)
Profit/(loss) retained 446 149 (348)  (348) 17 118 154 148 126
Basic earnings per share (p) 20.79 9.32 (9.46) (9.46) 4.14 8.10 12.59 11.79 10.02
Diluted earnings per share (p) 20.67 9.31 (9.46) (9.46) 412 8.07 12.48 11.61 9.79
Diluted earnings excluding property
transactions per share (p) 19.70 8.30 (9.21) (9.21) 3.72 7.58 12.44 11.56 9.78
Underlying earnings per share (p) 14.38 8.28 (7.91) (7.91) 4.93 7.60 13.91 12.51 10.88
Dividend per ordinary share (p) 4.80 4.00 3.70 3.70 3.70 3.70 3.25 2.70 2.20

1 53 weeks.

2 The results for 2005 include the acquired results of Safeway Limited.

3 Reclassification under UK GAAP to reallocate distribution costs.

4 Restated for FRS 25 Financial instruments: Disclosure for preference share dividends and FRS 21 Events after balance sheet date for dividends.

5 New category 2007 and Restated 2006.

* The income statement has been changed to that of a functional style.
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Seven year summary of results continued

52 weeks ended January

Balance sheet

IFRS GAAP UK GAAP
2008 2007* 2006 2005%3 200523 2004 2003 2002
£m £m £m £fm £fm £fm £fm £m

Assets
Goodwill and other intangibles - - 103 (263) - - -
Property, plant and equipment 6,205 6,117 6,144 5,708 6,824 1,739 1,609 1,453
Lease prepayments 239 228 218 231 - - - -
Investment property 239 241 225 219 - - - -
Investment in joint venture - - - 78 68 - - -
Financial assets 43 19 36 37 - - - -
Non-current assets 6,726 6,605 6,623 6,376 6,629 1,739 1,609 1,453
Current assets 910 766 821 1,325 741 492 384 328
Liabilities
Current liabilities (1,853) (1,855) (1,807) (1,713) (1,732) (743) (656) (587)
Other financial liabilities (774) (769) (1,023) (1,017) (990) @) (5) (12)
Deferred tax liabilities (424) (478) (422) (501) (207) (38) (37) 39)
Net pension liabilities (68) (198) (416) (408) (264) (48) (20) -
Provisions (139) (144) (127) (56) (80) (13) 12) (10)
Non-current liabilities (1,405) (1,589) (1,989) (1,982) (1,540) (100) (74) (61)
Net assets 4,378 3,927 3,649 4,006 4,097 1,388 1,263 1,133
Shareholders’ equity
Called up share capital 269 268 267 266 266 157 156 154
Share premium 57 42 37 20 20 16 13 8
Merger reserve 2,578 2,578 2,578 2,578 2,578 - - -
Retained earnings and other reserves 1,474 1,039 767 1,142 1,233 1,215 1,094 971
Total equity 4,378 3,927 3,649 4,006 4,097 1,388 1,263 1,133

1 53 weeks.

2 The results for 2005 include the acquired results of Safeway Limited.

3 Restated for FRS 25 Financial instruments — disclosure and measurement for preference share dividends and FRS 21 Events after balance sheet date for dividends.
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IFRS GAAP UK GAAP
2008 2007+ 2006 200523 2005%3 2004 2003 2002
fm fm £fm fm £fm fm £fm fm

Increase/(decrease) on previous year %
Turnover 4.07 2.86 0.09 144.81 145.06 15.25 9.58 11.98
Operating profit 44,57 260.97 (202.62) (16.25) (2.26) 14.31 16.25 9.78
Profit before taxation 65.89 217.93 (262.12) (39.67) (7.13) 13.24  16.26 10.91
Profit after taxation 123.67 198.90 (338.38) (46.86) 4.10 6.07 20.04 8.00
Diluted earnings per share 122.13 198.37 329.61 (66.99) (35.34) 7.49 18.59 8.18
Dividend per ordinary share 20.00 8.11 - 13.85 13.85 20.37 22.73 22.22
Shareholder funds 11.49 7.63 (8.92) 188.69 195.24 9.83 11.53 13.03
% of turnover
Operating profit 4.72 3.40 (2.17) 2.12 2.47 6.19 6.24 5.88
Profit/(loss) before taxation 4.72 2.96 (2.58) 1.59 2.45 6.47 6.59 6.21
Profit/(loss) after taxation 4.27 1.99 (2.07) 0.87 1.70 4.00 4.34 3.96
Retail portfolio
Size 000s sq ft (net sales area)
0-15 12 13 14 78 78 - - -
15-25 141 143 158 186 186 8 9 9
25-40 180 173 167 197 197 93 86 83
40+ 42 39 39 37 37 24 24 21
Total 375 368 378 498 498 125 119 113
Petrol filling stations 284 278 275 283 283 112 98 89
Total sales area (000s sq ft) 10,837 10,505 10,633 12,468 12,468 4,526 4,241 4,039
Average store size (000s sq ft) 28.9 28.5 28.1 25.0 25.0 36.2 35.6 35.7
Average sales area (000s sq ft)* 10,656 10,762 11,539 12,705 12,705 4,399 4113 3,964
Total supermarket takings ex-fuel (gross) £m 11,238 10,841 10,541 10,929 10,929 4,550 3,988 3,644
Average per sq ft per week (£) 20.18 19.34  17.69 16.80 16.80 19.94  18.65 17.68
Average per store per week (£000s) 576 541 477 400 400 716 666 629
Average number of customers per store per week 24,411 24,343 25,818 18,712 18,712 29,242 28,277 27,645
Average take per customer (£) 23.10 22.53 20.92 21.36 21.36 24.48 23.57 22.77
Employees
Full time 50,018 51,502 57,501 56,005 56,005 23,296 21,136 18,931
Part time 67,436 66,302 76,836 84,896 84,896 29,088 25,642 24,028
Total 117,454 117,804 134,337 140,901 140,901 52,384 46,778 42,959
Full time equivalent 83,736 84,653 93,041 95,340 95340 35,395 31,961 29,141
Average per FTE employee:
Turnover (£000s) 155 147 130 127 127 140 134 134
Operating profit before one-off costs (£) 7,307 4,999 1,198 4,147 4,177 8,950 8,482 7,899
Staff costs (£) 17,973 17,787 17,528 16,120 16,081 16,124 15,585 15,257
No. of participants in profit-related pay scheme 82,194 86,745 81,819 45,5583 45,583 30,943 28,570 26,399
Average profit-related pay received (£) 369 501° 409 432 432 517 498 472

1 53 weeks.

2 Includes Safeway Limited.

3 Reclassification under UK GAAP to reallocate distribution costs.

4 Includes sales area of divested stores.

5 Includes loyalty bonus.
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Additional shareholder information

The following sections provide the additional information for
shareholders required following the implementation in the UK
of the EU Takeover Directive if not provided elsewhere in this
Annual Report.

Share capital

The Company (Wm Morrison Supermarkets PLC) has two classes
of shares: ordinary shares of 10p each (ordinary shares) and 5%%
cumulative redeemable preference shares of £1 per share
(preference shares).

As at 5 February 2007, the Company had 2,676,776,258 ordinary
shares in issue. During the year ended 3 February 2008, 9,294,872
ordinary shares were issued to its Directors and staff in respect of
share options. As at 3 February 2008, the Company had
2,686,071,130 ordinary shares in issue.

Details of the options outstanding under each of the Company’s
share option schemes at the end of the year are set out in note 27
to the Group’s consolidated financial statements.

As at 5 February 2007, the Company had 282,666 preference
shares in issue. The preference shares ceased to be convertible into
ordinary shares in 2006 and the number of preference shares at

3 February 2008 remained at 282,666. The Company may redeem
preference shares at any time at par and shall redeem all of the
preference shares in issue at par on 31 December 2009. The holders
of preference shares are entitled to a fixed cumulative preferential
dividend of 5%% per annum payable on 15 March and 15 September
in each year until redemption.

Each ordinary share carries one vote and the preference shares do
not carry voting rights unless the vote is on a winding up, a resolution
varying or abrogating the rights of the preference shareholders or
the preference dividend is six months in arrears. At 3 February 2008,
the total number of voting rights in the Company was 2,686,071,130.

The authorised share capital of the Company as at this date was
£4,050m, comprising 4,000 million ordinary shares and 50 million
preference shares.

The issued ordinary share capital represents 99.99% and the issued
preference share capital represents 0.01% of the total issued
share capital.

No share in the capital of the Company may be allotted at a discount
and, save as permitted by the Companies Act 1985 (the ‘1985 Act’)
and the Companies Act 2006 (the ‘2006 Act’) (together the ‘Acts’),
no share may be allotted except as paid up at least as to one-quarter
of its nominal value and the whole of any premium on it.

Voting
Subject as set out above:

i) onashow of hands, every shareholder present in person shall
have one vote, and

if) ona poll every shareholder present in person or by proxy shall
have one vote for every share of which they are the holder.

No shareholder shall be entitled to vote in relation to shares held by
them unless all moneys presently payable by them in respect of those
shares have been paid. Currently, all issued shares are fully paid.

The Company has the right to apply for an order that the voting
rights of shareholders may be restricted where a notice pursuant
to section 793 of the 2006 Act (which has replaced section 212
of the 1985 Act) has been given in respect of shares held by such
shareholder and the information required by such notice has not
been given to the Company.

Transfer of shares

A shareholder may transfer all or any of his/her certificated shares
by an instrument of transfer in any usual form or in any other form
which the Board of Directors (each a ‘Director’) of the Company
(the ‘Board’) may approve. An instrument of transfer shall be signed
by or on behalf of the transferor and, in the case of a partly paid
share, by or on behalf of the transferee. An instrument of transfer
need not be under seal.

Subject to the Uncertificated Securities Regulations 2001 (CREST
Regulations) the Board may refuse to register the transfer of a
certificated share which:

i) isnota fully paid share, provided that the refusal does not
prevent dealings in shares of that class in the Company from
taking place on an open and proper basis,

if) isin respect of more than one class of shares,

i) is not lodged, duly stamped (if stampable) with the Company
and (except where the shares are registered in the name of
a recognised person) accompanied by the relevant share
certificate and such other evidence of the right to transfer
as the Board may require; or

iv) is in favour of more than four persons except in the case of
executors or trustees of a deceased member.

Notice of refusal to register a transfer (together with reasons for
refusal) must be sent to the transferee as soon as practicable and in
any event within two months after the date on which the instrument
of transfer was lodged with the Company or the instruction to
transfer shares was received by the Company from the operator of a
relevant system (in each case, as defined in the CREST Regulations),
as the case may be.

No fee shall be charged for the registration of any instrument of
transfer or other document relating to or affecting the title to any
share. Every transfer of shares which are in uncertificated form must
be made by means of a relevant system, including the relevant
system of which CREST Co Limited is the operator (in each case,

as defined in the CREST Regulations).

Other than as provided by Part 28, Chapter 3 of the 2006 Act
(which restates sections 428 to 430 of the 1985 Act and
implements the Takeovers Directive (Interim Implementation)
Regulations 2006 (SI 1183/2006) (the Regulations)) and the City
Code on Takeovers and Mergers there are no rules or provisions
relating to mandatory takeover bids and/or squeeze-out and sellout
rules in relation to the ordinary shares.



Variation of rights

Rights attached to any class of shares may be varied or abrogated

in such manner (if any) as may be provided by those rights, or in

the absence of any provision, either with the written consent of the
holders of not less than three-quarters in nominal value of the issued
shares of that class (excluding shares of that class held by the
Company as treasury shares), or with the sanction of an extraordinary
resolution passed at a separate general meeting of the holders of
those shares.

Alteration of share capital

The Company may from time-to-time by ordinary resolution increase,
consolidate and divide or, subject to the Acts, subdivide all or any
part of its share capital. The Company may by ordinary resolution
also cancel any shares that have not, at the date of passing the
resolution, been taken or agreed to be taken by any person and
diminish the amount of its authorised share capital by the amount
of the shares so cancelled. Subject to the provisions of the Acts, the
Company may by special resolution reduce its share capital, capital
redemption reserve and share premium account.

Allotment and issue of shares

Subject to the provisions of the Acts and the Articles and without
prejudice to any rights attached to any existing shares or class of
shares, any share may be issued with such rights or restrictions

as the Company may by ordinary resolution determine or, subject
to and in the default of such determination, as the Board shall
determine. Subject to the provisions of the Acts and the Articles,
the unissued shares of the Company (whether forming part of the
original or any increased capital) are at the disposal of the Board.

The Directors are, by shareholder resolution passed at the
Company’s AGM on 24 May 2007, generally and unconditionally
authorised, pursuant to section 80 of the 1985 Act to exercise all
the powers of the Company to allot relevant securities (within the
meaning of section 80(2) of the 1985 Act) up to a maximum
nominal amount of £80,300,000. This authority expires on the
earlier of 30 June 2008 or on the conclusion of the 2008 AGM of
the Company (unless previously revoked, varied or renewed). A
resolution to renew this authority is to be proposed at the 2008 AGM.

The Directors are, by shareholder resolution also passed at the
Company’s AGM on 24 May 2007, generally empowered to allot
equity securities (within the meaning of section 94(2) of the 1985
Act) of the Company for cash as if section 89(1) of the 1985 Act or
any pre-emption provisions contained in the Articles did not apply.
This power is limited to (i) any allotment where equity securities
have been offered to holders of equity securities in proportion

(as nearly as may be) to their then holdings of such securities; and
(i) any other allotment of equity securities up to an aggregate
nominal value of £13,387,561. Such authorities and powers expire
on the earlier of 30 June 2008 or on the conclusion of the next AGM
of the Company (unless previously revoked, varied or renewed). A
resolution to renew this authority is to be proposed at the 2008 AGM.
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Redeemable shares and purchase of own shares

Subject to the Acts, and without prejudice to any rights attaching
to any existing shares or class of shares, in such manner as is
provided in the Articles, shares may be issued that are to be
redeemed or which at the option of the Company or the holder
are liable to be redeemed.

Subject to the Acts and to Chapter 12 of the Rules relating to
Admission to the Official List in accordance with section 73A(2)
of the Financial Services and Markets Act 2000 (the ‘Listing Rules’)
and the Company may purchase any of its own shares of any class
in any way and at any price (whether at par or above or below par)
subject, in the case of the preference shares to the prior approval
by extraordinary resolution of the preference shareholders at a
separate meeting.

The Directors are, by shareholder resolution passed at the
Company’s AGM on 24 May 2007, generally and unconditionally
authorised to make market purchases of ordinary shares and
preference shares provided that:

i) the maximum aggregate numbers of ordinary shares
and preference shares authorised to be purchased were
151,900,000 ordinary shares and 28,266 preference shares;

i) the minimum prices to be paid were the respective par values
and the maximum prices to be paid were amounts equal to
105% of the average of the values of such shares in the five
business days before purchase.

The authority expires at the conclusion of the next AGM of the
Company. A resolution to renew and extend this authority is to be
proposed at the 2008 AGM.

Distribution of assets on winding up

Except as provided by the rights and restrictions attached to any
class of shares, the holders of the Company’s shares will under
general law be entitled to share in any surplus assets in a winding
up in proportion to their shareholdings. A liquidator may, with the
sanction of an extraordinary resolution and any other sanction
required by the Insolvency Act 1986, divide among the shareholders
in specie the whole or any part of the assets of the Company and
may, for that purpose, value any assets and except as aforesaid
determine how the division shall be carried out as between the
shareholders or different classes of shareholders.

Substantial shareholders

As at 12 March 2008, the Company had been notified, in accordance
with DTR 5 of the Financial Service Authority’s Disclosure and
Transparency Rules, of the interests in the Company’s ordinary

share capital. This detail of substantial shareholders and indirect
shareholdings as at 12 March 2008 are disclosed in the Directors’
Report are disclosed inside the back cover.

The Company is not aware of any agreements between holders
of securities which may result in restrictions on the transfer of
securities or on voting rights.
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Additional shareholder information continued

Significant agreements

Other than disclosed below there are no agreements that the
Company considers significant and to which the Company is party
that would take effect, alter or terminate upon change of control of
the Company following a takeover bid.

The terms of the LTIP state that upon change of control occurring
that the Board will notify every participant within seven days of the
change of control that, subject to certain conditions, that every
Award shall vest, and that any Option may be exercised within one
month of the date of notification.

Compensation for loss of office

The Articles provide that the Board may resolve to exercise any
power conferred on the Company by the Acts to make provision as
may seem appropriate for the benefit of any persons employed or
formerly employed by the Company or any of its subsidiaries (or any
member of their family, including a spouse or any person who is or
was dependent on them). Such provisions would apply in connection
with the cessation or the transfer to any person of the whole or part
of the undertaking of the Company or any subsidiary.

Following a review of service contracts for the Executive Directors,
the Remuneration Committee adopted a new model contract which
provides that any compensation provisions for termination without
notice will only extend to 12 months of salary, benefits and pension
(which may be payable in instalments and subject to mitigation) and
has agreed that going forward, all new Director contracts would be
on that basis. The model contract does not contain change of control
provisions. This policy was applied to Marc Bolland at the time of
his recruitment and was applied to Mark Gunter, Martyn Jones

and Roger Owen on 5 April 2007. Richard Pennycook’s contract
provides that he has an obligation to mitigate his loss in the event
of termination.

Appointment and retirement of Directors

Unless otherwise determined by ordinary resolution, the number

of Directors may not be less than two and is not subject to any
maximum. Directors may be appointed by the Company by an
ordinary resolution of shareholders. The Board may appoint a
Director either to fill a vacancy or as an additional Director. Any
Director so appointed will hold office only until the next following
AGM. If not reappointed at such meeting, such a Director will vacate
office at its conclusion. A Director is not required to hold shares in
the capital of the Company.

On joining the Board, the Directors are provided with
documentation on the Company and its activities. New Directors
are provided with an appropriate induction programme and where

appropriate visits are arranged to stores and other business facilities.

Ongoing training is provided as necessary.

Appointment of Alternate Directors

Any Director (other than an alternate Director) may, by notice
delivered to the registered office of the Company, or in any other
manner approved by the Board, appoint any other Director or any
other person who is approved by the Board be his/her alternate.
No appointment of an alternate Director who is not already a
Director may be effective until his/her appointment has been
approved by the Board.

Retirement by rotation

Subject to the Articles all of the Directors shall retire from office at
the AGM at least once in every three year period. The Directors to
retire will be those who have been longest in office since their last
appointment or reappointment.

Replacement of Directors

Section 168 of the 2006 Act provides that a Company may remove
a Director by ordinary resolution but requires that it be at a meeting
(and not by written resolution) so as to ensure the Director’s right to
be heard. Special notice is required.

Without prejudice to the provisions of the Acts, the Articles provide
that the Company may by ordinary resolution remove any Director
before the expiration of his/her period of office. The Company may
by ordinary resolution appoint a person to be a Director either to fill
a vacancy or as an additional member of the Board.

Subject to the provisions of the Acts, the Board may appoint a
person to be a Director either to fill a vacancy or as an additional
member of the Board.

The Company may by ordinary resolution subject the number of
Directors to a maximum.

Directors’ interests

Subject to the provisions of the Acts, and provided that he/she has
disclosed to the Board the nature and extent of any material interest
of his/her, a Director notwithstanding his/her office:

i) may be a party to, or otherwise interested in, any transaction or
arrangement with the Company or in which the Company is
otherwise interested,

if) may be a Director or other officer of, or employed by, or a party
to any transaction or arrangement with, or otherwise interested
in, any body corporate promoted by the Company or in which
the Company is otherwise interested,

i) shall not, by reason of his/her office, be accountable to the
Company for any benefit which he/she derives from any such
office or employment or from any such transaction or
arrangement or from any interests in any such body corporate
and no such transaction or arrangement shall be liable to be
avoided on the ground of any such interest or benefit.

Votes

Questions arising at a meeting of the Board shall be decided by a
majority of votes. In the case of an equality of votes, the Chairman
shall have a second or casting vote.

Voting restrictions

A Director shall not vote at a meeting of the Board or a committee
of the Board on any resolution of the Board concerning his/her
appointment or concerning a matter in which he/she has a material
interest (other than by virtue of his/her interests in shares or
debentures or other securities of, or otherwise in or through, the
Company) which (together with any interest of any person
connected with him/her) save for any resolution which:



i) relates to the giving of a security, guarantee or indemnity in
respect of money lent or obligations incurred by him or by
another person at the request of or for the benefit of the
Company or a subsidiary undertaking, or a debt or obligation
of the Company or a subsidiary undertaking for which he has
assumed responsibility in whole or in part under a guarantee
or indemnity or by the giving of security,

ii) relates to an offering of securities by the Company for a
subsidiary undertaking in which offer he is or may be entitled
to participate as a holder of securities or in the underwriting
or sub-underwriting of which he is to participate,

i) relates to another company in which he and persons connected
with him do not to his knowledge hold an interest in shares
(within the meaning of sections 198-215 of the 1985 Act which
has now been replaced by Part 6 of the Financial Services &
Markets Act 2000) representing 1% or more either of its equity
share capital or of its voting rights,

iv) relates to a contract, arrangement or proposal for the benefit
of the employees of the Company or a subsidiary undertaking
which does not award him a privilege or benefit not generally
awarded to the employees to whom the contract, arrangement
or proposal relates; or

v) concerns insurance which the Company proposes to maintain or
purchase for the benefit of Directors or for the benefit of
persons including Directors, unless the Company has suspended
or relaxed the above provisions by ordinary resolution.

Indemnification

Subject to the Acts but without prejudice to any indemnity to which
he/she may otherwise be entitled, every Director or other officer of
the Company is entitled to be indemnified out of the assets of the
Company against all costs, charges, expenses, losses and liabilities
which he/she may sustain or incur in or about the execution of his
office or otherwise in relation to the affairs of the Company.

Remuneration and expenses

Unless otherwise determined by the Company by ordinary resolution,
a Director shall be paid for his/her services as a Director fees at such
rate as may from time-to-time be determined by the Board. The
maximum aggregate level of fees is £1m or such other sum as the
Company may from time-to-time determine by ordinary resolution.
Any fee payable shall be deemed to accrue from day-to-day and shall
be distinct from any salary, remuneration or other amounts payable
to a Director pursuant to other provisions of the Articles.

Any Director who serves on any committee or who devotes special
attention to the business of the Company, or who otherwise performs
any services on behalf of the Company or its business which, in the
opinion of the Board, are outside the scope of the ordinary duties of
a Director, may be paid such additional remuneration for such
services, whether by way of salary, participation in profits or
otherwise, as the Board may from time-to-time determine.
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The salary or remuneration of any Executive Director of the Group
shall be such as the Directors may from time-to-time determine and
may either be a fixed sum of money or may altogether or in part be
governed by the business done or profits made, or may include the
making of provisions for the payment to him, his widow and other
dependents, of a pension on retirement from the office or
employment to which he is appointed and for the participation in
pension and life assurance benefits, or may be upon such other
terms as the Directors determine.

The Directors shall be entitled to be paid all travelling, hotel and
other expenses properly incurred by them in connection with the
business of the Group, or in attending and returning from meetings
of the Directors or of committees of the Directors or general
meetings of the Company.

The Board may provide pensions or other retirement or
superannuation benefits, death or disability benefits or other
allowances or gratuities by insurance or otherwise, for any person
who is or has been at any time a Director or employed by or in the
service of the Company or any subsidiary of the Company, or is allied
to or associated with the Company or any such subsidiary, or any
predecessor in business of the Company or any such subsidiary.
These arrangements may be extended to any family member or any
person who is, or was, dependent on such Director.

Directors’ powers - general

Subject to the provisions of the Acts, to the Memorandum of
Association of the Company (the ‘Memorandum’) and the Articles,
and to any directions given by special resolution of the Company, the
business of the Company shall be managed by the Board which may
exercise all the powers of the Company.

Reserves

The Board may, before recommending any dividend (whether
preferential or otherwise), set aside out of the profits of the
Company such sums as it thinks fit as a reserve or reserves which
may, at the discretion of the Board, be applicable for any purpose
to which the profits of the Company may be properly applied. The
Board may also, without placing the same to reserve, carry forward
any profits which it may think prudent not to distribute.

General meetings
The Board may convene a general meeting of the Company
whenever it thinks fit.

In compliance with the Combined Code, notice of the AGM is sent
to shareholders at least 20 working days before the meeting. This
ensures that the Company meets its requirement under the Articles
of giving 21 clear days’ notice before the meeting. The Company
may conduct the vote at the AGM by show of hands or if a poll is
demanded, by manual count.

Directors’ right to attend and speak

A Director is entitled, even though he/she is not a shareholder,
to attend and speak at any general meeting and at any separate
meeting of the holders of any class of shares of the Company.
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Additional shareholder information continued

Chairman’s power to adjourn

The Chairman may, with the consent of a meeting at which a quorum
is present (and may, if so directed by the meeting), adjourn any
meeting to another date, time and/or place for an indefinite period.
No business shall be transacted at any adjourned meeting except
business which might have been lawfully transacted at the previously
unfinished meeting.

Exercise of voting rights

The Board may exercise or cause to be exercised the voting rights
conferred by shares in any other Company held or owned by the
Company, or any power of appointment to be exercised by the
Company, in such manner and in all respects as it thinks fit (including
the exercise of the voting rights or power of appointment in favour
of the appointment of any Director as a Director or other officer

or employee of such Company or in favour of the payment of
remuneration to the Directors, officers or employees of such
Company).

Delegation of powers to the Executive Directors

The Board may from time-to-time delegate or entrust to and confer
upon any Director holding executive office (including a Managing
Director) such of its powers (other than the power to make calls or
forfeit shares) for such time, on such terms and subject to such
conditions as it thinks fit. It may confer such powers either collaterally
with, or to the exclusion of their own powers and may from time-to-
time revoke, withdraw, alter or vary all or any of such powers.

Delegation to committees

The Directors may delegate any of their powers to committees
consisting of such members or member of their body as they think
fit. Any committee so formed shall in the exercise of the powers so
delegate it conform to any regulations that may be imposed on it by
the Directors.

Appointment of agent

The Board may appoint any corporation, firm or person to be the
agent of the Company and may delegate to any such person or
persons any of its powers, authorities and discretions (not exceeding
those vested in the Board but with power to sub-delegate), in each
case for such purposes and for such time, on such terms (including,
but not limited to the protection and convenience of persons dealing
with the agent) and subject to such conditions as it thinks fit. The
Board may from time-to-time revoke, withdraw, alter or vary all or
any of such powers.

Minutes

The Directors shall cause minutes to be made of all appointments of
officers, of the names of the Directors present at each meeting of
Directors and of any committee of Directors and of all resolutions
and proceedings at all meetings of the Company and of the Directors
and of committees of Directors. Any such minute if purporting to be
signed by the chairman of the meeting at which the proceedings
were held or by the chairman of the next succeeding meeting, shall
be evidence of the proceedings.

Cheques, bills and notes

The Directors may draw, make, accept or endorse, or authorise any
other person or persons to draw, make, accept or endorse, any
cheques, bills of exchange, promissory notes or other negotiable
instruments, provided that every cheque, bill of exchange,
promissory note or other negotiable instrument drawn, made,
accepted or endorsed may be signed by such person or persons

as the Directors may appoint for the purpose.

Dividend reinvestment

The Board, with the authority of an ordinary resolution of the
Company, may implement and maintain one or more share dividend
or distribution reinvestment plans, including or instead of offering
scrip dividends.

Capitalisation
The Board may, with the authority of an ordinary resolution of the
Company, resolve to capitalise any amount:

i) standing to the credit of the Company’s reserves (including any
share premium account, capital redemption reserve or other
undistributable reserve); or

if) standing to the credit of the profit and loss account which is not
required for paying any fixed preferential dividend (whether or
not such amount is available for distribution).

Powers to issue shares

Subject to the provisions of the Acts, the Board have unconditional
authority to allot, grant options over or otherwise deal with or
dispose of any unissued shares of the Company to such persons

at such times and on such terms as the Board may decide.

Power to pay dividends

Subject to the provisions of the Acts, the Company may by ordinary
resolution declare dividends in accordance with the respective rights
of the shareholders, but no dividend shall exceed the amount
recommended by the Board. Subject to the provisions of the Acts,
the Board may pay interim dividends if it appears to the Board that
they are justified by the profits of the Company available for
distribution. The Board may also pay, at intervals determined by it,
any dividend at a fixed rate if it appears to the Board that the profits
available for distribution justify the payment. If the Board acts in
good faith it shall not incur any liability to the holders of shares
conferring preferred rights for any loss they may suffer by the lawful
payment of an interim dividend on any shares having deferred or
non-preferred rights. No dividend or other moneys payable in
respect of a share shall bear interest against the Company unless
otherwise provided by the rights attached to the share.

Except as otherwise provided by the rights attached to any class of
shares, all dividends will be declared and paid according to the
amounts paid-up on the shares during any portion of the period in
respect of which the dividend is paid but, if any share is allotted or
issued in terms providing that it shall rank for dividend as from a
particular date, that share shall rank for dividend accordingly.



The Board may, if authorised by an ordinary resolution of the
Company, offer any holder of shares the right to elect to receive
shares by way of scrip dividend instead of cash in respect of the
whole (or some part, to be determined by the Board) of any
dividend. Any dividend which has remained unclaimed for 12 years
from the date when it becomes due for payment shall, if the Board so
resolves, be forfeited and cease to remain owing by the Company.

Borrowing powers

The Board may exercise all the powers of the Company to borrow
money, to mortgage or charge its undertaking, property and uncalled
capital, and to issue debentures and subject to the provisions of

the Act other securities and to give security whether outright or as
collateral security for any debt, liability or obligation of the Company
or of any third party.

The Board is required to restrict the borrowings of the Company

and exercise all voting and other rights or powers of control
exercisable by the Company in relation to its subsidiary undertakings
so as to secure that the aggregate principal amount outstanding at
any time in respect of all borrowings by the Company and its
subsidiary undertakings will not, without the previous authority

of the Company in general meeting, exceed an amount equal to
twice the share capital and consolidated reserves of the Company.

Alteration of Articles

Section 21 of the 2006 Act provides that the articles of association
of a Company may be altered by special resolution and section 22 of
the 2006 Act provides that companies may entrench provisions of
their articles of association, either on formation or subsequently by
unanimous agreement of the shareholders, the result of which is that
such entrenched articles may only be altered by the unanimous
consent of its shareholders.
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Investor relations and financial calendar

Annual General Meeting

The AGM will be held at 11am on Thursday 5 June 2008 at

Wm Morrison Supermarkets PLC Head Office, Gain Lane, Bradford,
BD3 7DL. A separate notice convening the meeting is sent to
shareholders, which includes an explanation of the items of special
business to be considered at the meeting.

Dividend Reinvestment Plan

The Company has a Dividend Reinvestment Plan which allows
shareholders to reinvest their cash dividends in the Company’s
shares bought in the market through a specifically arranged share
dealing service. Full details of the plan and its charges, together with
mandate forms, are available from the Registrars.

Morrisons website

Shareholders are encouraged to visit our website,
www.morrisons.co.uk to obtain information on company history,
stores and services, latest offers, press information and a local
store finder.

Share price information

The Investor Information section of our website provides our
current and historical share price data and other share price tools.
Share price information can also be found in the financial press
and the Cityline service operated by the Financial Times
(telephone 0906 843 3545).

Online reports and accounts

Our Annual and Interim Group accounts are available to download
from the website along with Corporate Social Responsibility reports
and other financial announcements. The information in the Annual
report and financial statements, Annual review and summary
financial statement and the Interim reports are exactly the same as
in the printed version.

Environmental matters

The effect of our business on the environment is something that
Morrisons takes very seriously. In the production of the 2008
Annual reports and accounts, we have contributed to the reduction
in environmental damage in the following ways:

a) Website

Morrison shareholders receive a printed copy of the Annual

review and summary financial statement. The full Annual report

is available for viewing or downloading from the corporate website
www.morrisons.co.uk. Shareholders are encouraged to view the
report on the website which is exactly the same as the printed
version, but using the internet has clear advantages such as
lowering costs and reducing the environmental impact.

b) Carbon offset

The Annual report and financial statements, the Annual review and
summary financial statement and the Corporate social responsibility
report have been assessed with the assistance of the Carbon Trust
for the amount of carbon emissions that will be generated in their
preparation, printing and delivery. To offset these carbon emissions a
donation has been made to PURE, The Clean Planet Trust, the first
UK registered charity dedicated to combating climate change by
offsetting. More information about PURE can be found on their
website www.puretrust.org.uk
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c) Recycled paper

This document has been printed by The Midas Press on recycled
paper that is manufactured in mills with ISO 14001 accreditation
from 100% recycled fibre. It is totally chlorine free and is a NAPM
certified recycled product.

d) Photography

All people featured were either customers, colleagues or suppliers -
no actors or models were used. Permission to publish these
photographs was received from each individual. Where minors
appear, parental approval was granted.

e) Design

The Annual report and financial statements, the Annual review and
summary financial statement in both paper and HTML format, and
the Corporate social responsibility report were designed and
produced by Likemind 0207 855 5888.

Further information about other ways in which the Group is
helping with environmental change can be found in the Corporate
social responsibility report 2008 which can be viewed on the
Morrisons website.

Financial calendar 2008/09
Financial events and dividends

Final dividend record date 02/05/08
Annual General Meeting 05/06/08
Q1 Quarterly management statement 05/06/08
Final dividend payment date 06/06/08
Half year end 27/07/08
Interim results announcement and Interim

management statement 11/09/08
Interim dividend record date 10/10/08
Interim dividend payment date 10/11/08
Q3 Quarterly management statement 04/12/08
Financial year end 01/02/09
Preliminary results announcement 12/03/09
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Company Secretary
Jonathan Burke

Registered office

Wm Morrison Supermarkets PLC
Hilmore House

Gain Lane

Bradford

BD3 7DL

Telephone: 0845 611 5000

Solicitors

Gordons LLP

Riverside West, Whitehall Road
Leeds, LS1 4AW

Ashurt
Broadwalk House, 5 Appold Street
London, EC2A 2KA

Wragge & Co LLP
55 Colmore Row

WWW.morrisons.co.uk
Birmingham, B3 2AS
Investor Relations
Telephone: 0845 611 5710 Auditors
elephone:
P KPMG Audit Plc

Email: accinvr@morrisonsplc.co.uk

Corporate Social Responsibility enquiries
Telephone: 0845 611 5000

Registrars and Shareholding enquiries

Administrative enquiries about the holding of Morrisons shares,
such as change of address, change of ownership, dividend payments
and the Dividend Reinvestment Plan should be directed to:

Capita Registrars
Northern House
Woodsome Park
Fenay Bridge
Huddersfield
HD8 OLA

Telephone: 0871 664 0300 Overseas: +44 208 639 3399

Calls cost 10p per minute plus network extras.

www.capitaregistrars.com

Shareholder information

The number of shareholders at 3 February 2008 were 44,384 (4 February 2007: 45,415) and the number of shares in issue was

2,686,071,130 (4 February 2007: 2,676,776,258).

1 The Embankment, Neville Street
Leeds, LS1 4DW

Stockbrokers

Hoare Govett Limited
250 Bishopsgate
London, EC2M 4AA

Citigroup Smith Barney
33 Canada Square, Canary Wharf
London, E14 5LB

Investment Bankers

NM Rothschild & Sons Limited
New Court, 1 St. Swithin’s Lane
London, EC4P 4DU

Analysis by Shareholder Number of holders % holders Balance at 3 February 2008 % capital
Private Shareholder 39,159 88.23 534,202,107 19.9%
Nominee companies 4,571 10.29 2,107,745,100 78.5%
Limited companies 262 0.60 19,760,543 0.7%
Deceased accounts 213 0.48 1,997,830 0.1%
Other institutions 83 0.19 7,328,446 0.3%
Pension funds 37 0.08 5,407,391 0.2%
Investment trusts 33 0.07 320,782 0.0%
Bank and bank nominees 20 0.05 9,234,385 0.3%
Insurance companies 6 0.01 74,546 0.0%
Analysis of size by Shareholder Number of holders % holders Balance at 3 February 2008 % capital
1-1,000 23,501 52.95 10,467,200 0.39%
1,001-10,000 17,947 40.44 52,348,299 1.95%
10,001-1,000,000 2,638 5.94 245,396,509 9.14%
Above 1,000,001 298 0.67 2,377,859,122 88.53%
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