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Financial Highlights

(Dollar amounts in thousands except per share data)

January 31, 1990 1989

Net8ales . . crovinisommm i R LTS $ 25,810,656 $ 20,649,001
N DB i1 071 1] 2 10 R 1,075,900 837,221
Netincomepershare........................ 1.90 1.48
Working capfal v s tmanisainea 1,867,301 1,565,078
[3]115 ¢ 21117 7131 I e e 1.7 1.8
Shareholders’ equity ........................ 3,965,561 3,007,909
Common stock outstanding at yearend .. ..... 566,135,104 565,591,010

Stores in operation at year end:
WAEMATESIOPES ... snemmnimnsss s 1,402 1,259
Sam’s WholesaleClubs .................... 123 105

MARKET PRICE OF COMMON STOCK

Fiscal years ended January 31,

Net Sales
it s (Billions of Dollars)
Quarter High Low High Low ’ 2y
April 30 $36.38 $31.38 $30.75 $25.13 ‘ :
July 31 43.25 34.38 33.88 25.88
October 31 44.00 37.00 33.38 28.75 L
January 31 47.38 40.00 33.75 29.25

DIVIDENDS PAID PER SHARE OF COMMON STOCK
Fiscal years ended January 31,

1990 1989
Quarterly Quarterly
April 10 $.055 April11 $.04
July 7 .055 July 8 .04
October 4 .055 October 3 .04
January 2 .055 January 2 .04

5
Year 86 87 88 89 90
Net Income Per Share
{Dollars)
i Free ‘ =
WPOIaroid .

e

Year 86 87 88 89 90




Fellow Shareholder:

Our hats areoff in a hearty salute to our 275,000 plus Wal-Mart Associates who completed the most explosive
decade of growth in Wal-Mart's history with another dynamic year. In ten very fast years our Associates
have built this special partnership with our customers and vendors from our first billion dollar sales year
in fiscal 1980, to over twenty-five billion dollars in fiscal 1990. How have they doneit? Serving one customer
atatimewiththesingle-purpose missionof exceeding each customer’s expectations-onecustomeratatime,

Inarecentarticle, the editors of the trade publication Mass Market Retailerspaid tribute tothe Wal-Mart
Associates by recognizing them collectively as the 1989 Mass Market Retailers of the Year. They summed
upour Associates’ contributions by stating, ‘‘The Wal-Mart associate. In this decade that term has come
tosymbolizeall thatisright with the American worker, particularly in theretailing environment and most
particularly at Wal-Mart...”

Such recognition has never seemed more appropriate than this our 27th consecutive year of both sales and
earnings records. Fiscal 1990 was a rewarding year in which we were able to build our financial and peo-
ple resources for what may be the most exciting decade of Wal-Mart expansion - the 90s.

We thank our Associates for providing our shareholders:

= Increased net income to $1.076 billion, up 29 percent from $837 million.
Net income per share, fully diluted, increased to $1.90 from $1.48. Net
profit as a percentage of sales increased to 4.2 percent this year, com-
pared with 4.1 percent last year.

Increasedsales to$25.811 billion from $20.649 billion, up 25 percent. Com-
parable stores and clubs, those units which were open twelve months
asof January 31,1989, increased sales 11 percent, our fourth consecutive
year of double digit same store sales increases. Comparable sales per
gross square foot of total store space grew to $250, from $231 last year
and $194 just three years ago.

Shareholders’ equity increased to $3.966 billion, up from $3.008 billion
last year. Fiscal 1990 marks our 15th consecutive annual increase of 30
percent or more in shareholders’ equity. The return on shareholders’
equity was 35.8 percent, its 15th consecutive year of 30 percent return
or greater.

]

Grossretail square footage exceeded 100 million for the first time. Sam’s
Wholesale added over 2 million square feet and Wal-Mart stores in ex-
cess of 13 million, bringing our 1990 square footage total to just over 106
million square feet, a 17 percent increase. While opening 145 new Wal-
Mart stores and 18 Sam’s units, we expanded our trade territory to 29
states, adding our first units in Michigan, New Jersey and Wyoming,

° Increased dividends to 22 cents per share compared with 16 cents per

Wal-Mart Associates accepting the award for recognition :
as 1989 Mass Market Retailers of the Year. share last year, an increase of 38 percent.

~ = We thank our Associates for providing our customers:

° Quality customer service, merchandise selection and convenience that we strive tomake second tonone
inretailing. Friendly greeters await every customer who enters our stores and clubs, initiating and sym-
bolizing our dedication to exceed every customer’s expectations.

° Qur new softlines presentation introduced in over 200 Wal-Mart stores this past year features improved
depthin apparel merchandise selection, better values and more name brand fashion, all presented utiliz-
ing easier-to-shop fixturization and with more customer space.

° Wider aisles and significantly more customer space are key features of the 25 new 110,000 square foot
Wal-Mart stores opened this past year.

° We took our first steps to address the concerns we and our customers share for the quality of our land,
air and water and our sincere desire for the opportunity todosomething positive. The challengeis toim-
proveour products and their packaging sothat they are better for the environment. This first step, a call
toaction to improve our environment, requires a partnership with our customers, our vendors and our
Associates.



» Expanded new store concepts incorporating food to enhance one-stop shopping convenience. An
additional Wal-Mart Supercenter was opened in Farmington, Missouri, increasing this format to
three units. In addition, six convenience store prototypes were opened adjacent to existing
Supercenter, Hypermart, Wal-Mart or Sam’s locations.

° Improved execution at Sam’s to better serve small business by maintaining necessary disciplines
to limit stock-keeping-units, ‘‘SKUs,”” and priority in merchandise selection to serve wholesale
business members.

* Sam's experiments with full-line bakery, meat and produce merchandising, as well as carefully
selected services to better serve the business member.

We are thankful that this year was also a year of great opportunity for our Associates, including:

° Expanded opportunities to grow as individuals, as merchants and as management talents were

afforded through “‘store-within-a-store,’ the Walton Institute of Retailing, Wal-Mart, Sam'’s and
Distribution Center Management Training Seminars (conducted for the first timein the field) and
in-store training materials utilizing video and management instruction for every in-store position.

° ‘“Personal Choice,” a new flexible benefit plan, was introduced to all full-time
Associates. Associates are now afforded the opportunity to customize their benefit pro-
gram and select coverages not previously available, such as dental and dependent life.
Better coverage values and greater flexibility as to who is covered, purchased with
pre-tax dollars, in many cases enabled Associates to better provide for themselves and
their families.

* Associate incentive plans were in place in every store, club, distribution center and
support facility. These plans, coupled with store management bonus and compensa-
tion programs, enabled our Associates to earn more than $100 million over and above
their wages and base compensation.

* Arecord profit sharing contribution of over $90 million. Over 147,000 Associates cur-
rently participatein this profit sharing trust with total assets exceeding $800 million.

We are delighted to review our Associates’ accomplishments with you once again. Our
excitement in what they have accomplished is only exceeded by our expectations of their
futureaccomplishments. We have once again experienced spectacular growth, and as
a consequence, we face the ever larger task of compounding such a performance. We
are confident and optimistic about our prospects because we have what we believe to
be the best group of Associates in retailing today.

We have aggressive plans for new store and club growth in the 1990s. In calendar 1990,
we anticipate retail square footage expansion approaching 18 to 20 percent by adding
165 to 175 Wal-Mart stores, 25 to 30 Sam’s clubs, two Supercenters and one
Hypermart+ USA. We will enter seven new states with Wal-Mart stores and four with
Sam’sclubs. Inmoving even closer toour objective of not having a single operating unit
thathasnotbeenupdated in the past seven years, we plan 75 relocations or expansions,
and88refurbishings and remodels. In support of this expansion we will open three new
one million square foot plus distribution centers in calendar 1990.

We approach this new exciting decade of the 90s much as we did the 80s - focused on
only twomain objectives, (1) providing the customers what they want, when they want
it,allatavalue, and (2) treating each other as we would hope tobe treated, acknowledging
our total dependency on our Associate-partners to sustain our success.

Donald G. Soderquist

David D. Glass
Vice Chairman and

President and
Chief Executive Officer Chief Operating Officer

Percentage of Return on
Shareholders’ Equity
| e— ]
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Total Store Square Footage
(Millions of Square Feet)
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Year 86 87 88 89 90




Wal-Mart Country ...

o General Office and 3 Distribution Centers
O Wal-Mart store

. Distribution Center
m Sam’s Wholesale Club
7¢ Hypermartx USA

1402

Wal-Mart stores
AIBBBINB: .. ot r5s 68
ARIZONA) o b aias 15
AYEADBAE . viciviinvn s 77
Colorado- o —orinain 27
BIorida i nsies 100
Georgia .............. 75
TGS i v iy 68
Indiana . oo b 37
1030 et e O F e o 27
FANSAS ity 40
KBBIICKY o i reiis 61
IHOHISTanas. « o - = 75
MICHIgaNn: = .ot e ianau 2
Minnesota ............ 4
Mississippl ........... 54
MISBOULL <aiiswin s 104
Nebraska ............. 12
New Mexico .......... 19
North Carolina ....... 48
35 SR e Sl 12
OKJahoma .:ovov v 80
South Carolina ........ 46
Tennessee ............ 81
POERSY 2 i o ey 227
NEEMY ottt 14
West Virginia.......... 2
Wisconsin ............ 26
Wyoming ............. 1




Fiscal Year Ended January 31, 1990

29 States and Growing

Wholesale Club
Alabama. .. vt
Arkansas ....ocicenae

123 Sam’s
units

=

Colorade &...coaiih: v
Flotida o= i =

1

South Carolina .......
Tennessee ............

] §5To 1721 1 1: B e er o RN N
KANSAS ' ol msion 50
Kentucky ........h. .
LOWSIANG Ll bl
Michigan ........xe0
Mississippi ...........
MUSSOULT ..o dieiosmioimnis
Nebraska ............
NewJersey ..........
North Carolina .......
Oklahoma ...........

TIBTI0S: .o A B o e o

GROXGIA .. ..vviis vvvaie

Virginia
West Virginia ........

Wisconsin ............



Ten-Year Financial Summary

Wal-Mart Stores, Inc. and Subsidiaries

(Dollar amounts in thousands except per share data) 1990 1989
EARNINGS
R R O oo it B R SR RASROEE $25,810,656 $20,649,001
Licensed department rentals and other income-net.................... 174,644 136,867
COBEOESAIOE . . . oo o s s S S T SR o e 20,070,034 16,056,856
Operating, selling and general and administrative expenses........... 4,069,695 3,267,864
Interest costs:
Y57 &) 2 S S eSO 7 - 20,346 36,286
CHPIBEL JORBBR v 5.svivr s sonmssimmamrpa s wn s win o e A AT AN 117,725 99,395
TAXESE OIL TINGOTIIO -5 oowiinnics waroins wwins s 1os SEoe0E LS8 SIS0 0 TR0 b e 631,600 488,246
I B RO -t s U 5 58 A S S L S RS 1,075,900 837,221
Per share of common stock:
NebANeomIE. ... ... o i S e A s o e e S AR R e o 1.90 1.48
DAVAAETAS L . ..o, s ioi sisssimencmin s sonchibs 850 E R A e S Al e .22 .16

Stores in operation at the end of the period

WALNIATE SUOPE <o simsi miels i S ims s sassms o0 05 338 s am 879588 1,402 1,259

Sam’s Wholesale Clubs. ..........coiviiiiiiiiiiiinneiieaeaaeeanes 123 105
FINANCIAL POSITION
CORBN BB ... .. .. e eomeemmmco mnsrsarady b bR ST SRR SR GE $ 4,712,616 $ 3,630,987
Net property, plant, equipment and capital leases..................... 3,430,059 2,661,954
IR BREEES o Mmoo s hescmsimitni s e e e cast g o o e A e e 8,198,484 6,359,668
Current Habilities .. .. ..ottt 2,845,315 2,065,909
Long-term debt ..o oonimsuimimarvssirvin o e sae s v s sy 185,152 184,439
Long-term obligations under capital leases............................ 1,087,403 1,009,046
Preferred stock with mandatory redemption provisions ............... — —
Shareholders’ eQUILY ... .ovoeuseeiieioiiiiviivivineeesvvenssivaiaiosa 3,965,561 3,007,909
FINANCIAL RATIOS
(81110 -1 1110 21 1 (1 SR S R, 1.7 18
Inventories/working capital ............ ... 24 2.1
BtUTT 0D AEEOUET «oow im0 s S T s ATt ) 16.9 16.3
Return on shareholders’ equity*.................coiiiiiiiiiiiiins 35.8 37.1
*On beginning of year balances.




1988 1987 1986 1985 1984 1983 1982 1981
$15,959,255 $11,909,076 $ 8,451,489 $ 6,400,861 $ 4,666,909 $ 3,376,252 $ 2,444,997 $ 1,643,199
104,783 84,623 55,127 52,167 36,031 22,435 17,650 12,063
12,281,744 9,053,219 6,361,271 4,722,440 3,418,025 2,458,235 1,787,496 1,207,802
2,599,367 2,007,645 1,485,210 1,181,455 892,887 677,029 495,010 331,524
25,262 10,442 1,903 5,207 4,935 20,297 16,053 5,808
88,995 76,367 54,640 42,506 29,946 18,570 15,351 10,849
441,027 395,940 276,119 230,653 160,903 100,416 65,943 43,597
627,643 450,086 327,473 270,767 196,244 124,140 82,794 55,682
1 79 .58 .48 .35 .23 .16 A1
12 085 .07 0525 035 0225 .0163 .0125
1,114 980 859 745 642 551 491 330

84 49 23 1 3

$ 2,905,145 $ 2,353,271 $ 1,784,275 $ 1,303,254 $ 1,005,567 $ 720,537 $ 589,161 $ 345,204
2,144,852 1,676,282 1,303,450 870,309 628,151 457,509 333,026 245,942
5,131,809 4,049,092 3,103,645 2,205,229 1,652,254 1,187,448 937,513 592,345
1,743,763 1,340,291 992,683 688,968 502,763 347,318 339,961 177,601
185,672 179,234 180,682 41,237 40,866 106,465 104,581 30,184
866,972 764,128 595,205 449,886 339,930 222,610 154,196 134,896

— — 4,902 5,874 6,411 6,861 7,438 -
2,257,267 1,690,493 1,277,659 984,672 737,503 488,109 323,942 248,309
17 18 18 1.9 2.0 2.1 1.7 1.9
2.3 2.0 18 1.8 15 1.5 2.0 1.7
15.5 14.5 14.8 16.4 16.5 13.2 14.0 12.2
371 35.2 33.3 36.7 40.2 38.3 333 33.8



Management’s Discussion and Analysis
y

RESULTS OF OPERATIONS

Sales for the three fiscal years ended January 31, 1990, and the respective total and comparable store
percentage increases over the prior year were as follows:

Fiscal year Total Comparable
ended company stores
January 31, Sales increases increases
1990 $25,810,656,000 25% 11%
1989 20,649,001,000 29 12
1988 15,959,255,000 34 1

Sales increases were due to the productivity of comparable stores, the contribution of new stores (145 Wal-
Mart stores - two were closed - and 18 Sam’s units in fiscal 1990, 145 Wal-Mart stores and 21 Sam’s units in
fiscal 1989 and 134 Wal-Mart stores and 35 Sam’s units in fiscal 1988), and inflation.

The Sam’s units contributed the following sales for the periods indicated:

Fiscal year
ended
January 31, Sales
1990 $4,840,870,000
1989 3,828,683,000
1988 2,711,392,000

Cost of sales as a percentage of sales remained constant in fiscal 1990 as compared with fiscal 1989, and
increased .8% in fiscal 1989, as compared with fiscal 1988. The increase was due to the cost of sales in the
Sam’s units, which is significantly higher than in the balance of the Company (due tolower markon on pur-
chases), the continuation of reduced initial markons supporting emphasis in the Wal-Mart stores on every-
day low prices, and LIFO costs being higher in 1989 as a percentage of sales compared with fiscal 1988,
partially offset by a lower rate of markdowns.

Operating, selling and general and administrative expenses as a percentage of sales decreased .1% and
5% respectively infiscal 1990and 1989, as compared with fiscal 1989 and 1988, through continued cost con-
trol efforts, productivity improvements and the effects of Sam’s unit’s expense ratios being significantly
lower than in the balance of the Company.

Interest costs as a percentage of sales decreased .1% in fiscal 1990 as compared with fiscal 1989 and re-
mained constant for the two fiscal years ended 1989. See NOTE 3 of Notes to Consolidated Financial
Statements for additional information on interest and debt.

The effective tax rate was 37.0% in fiscal 1990, 36.8% in fiscal 1989 and 41.3% in fiscal 1988. The decreases
in fiscal 1990 and 1989 from fiscal 1988 were due to the tax law changes included in the Tax Reform Act of
1986 as it relates to the lower federal income tax rate. See NOTE 4 of Notes to Consolidated Financial
Statements for additional information on taxes.

Operating and Administrative Cost 15.77%
Net Income 4.17%
Provisions for Income Tax 2.45%
Interest Costs .53%,

Operating and Administrative Cost 15.83%
Net Income 4.05%
Provisions for Income Tax 2.36%,
Interest Costs .66%

Operating and Administrative Cost 16.29%
Net Income 3.93%
Provisions for Income Tax 2.76%,
Interest Costs .72%

1980 1989 1988




LIQUIDITY AND CAPITAL RESOURCES
Fiscal 1990

Cash provided from current operations was a record $866,817,000 in fiscal 1990. These funds combined with
long-term borrowings of $4,763,000 and notes payable of $184,774,000 were used tofinance capital expenditures
of $954,602,000, excluding leased properties, for fixture, equipment, and leasehold improvements, to pay
dividends, to provide general working capital and to finance the building of 42 Wal-Mart stores, 18 Sam’s
Wholesale Club units, partial construction of three distribution centers, partial construction of one
Hypermart » USA store, and the addition of one general office building. Real estate developers provided
financing tobuild 65 additional Wal-Mart stores, and 38 Wal-Mart stores were financed withsale/leaseback
transactions.

The Company maintains $905,000,000 in lines of credit tosupport the short-term borrowing and commercial
paper, of which $720,226,000 was available at January 31, 1990, sufficient to finance the seasonal buildups
in merchandise inventories and interim financing requirements for store properties developed under
sale/leaseback arrangements.

For fiscal 1991, the Company’s expansion program includes 165 to 175 Wal-Mart stores, 25 to 30 Sam’s
Wholesale Club units, two Supercenter stores, completion of one Hypermart » USA store, and the completion
of three distribution centers. Total capital expenditures planned for fiscal 1991 are approximately

$1,500,000,000. This includes 65 Wal-Mart stores, 25 Sam’s Wholesale Club units, completion
of three distribution centers, completion of one Hypermart « USA store, fixture additions,
equipment, acquisitions of land and construction of stores and clubs tobe opened insubsequent
fiscal years, and general office renovations. These expenditures will be financed withinternally
generated funds. The remaining expansion program will be funded with leases from developers
and sale/leaseback arrangements.

The Company is considering theissuance of long-term debt totalling $500,000,000in the second
or third quarter of fiscal 1991. Proceeds from this issue will be used tosupport the Company’s
general working capital needs.

The Company’s debt (including obligations under capital leases)-to-equity ratio decreased
to .33:1 at the end of fiscal 1990 as compared with .40:1 at the end of the preceding year.

Statement of Financial Accounting Standard No. 96 ‘‘Accounting for Income Taxes’’ wasissued
in December, 1987. The statement will be effective for the Company’s fiscal year ended January
31,1993. The statement requires deferred income taxes to be recorded using the liability method
and when applied will not have a material effect on the Company’s financial statements.

Return on shareholders’ equity is a measure of the Company’s effectiveness in the use of its
resources. It measures the relationship of net income to beginning of the year shareholders’
equity. The Company’s return on shareholders’ equity for the three years ended January 31,
1990 was 37.1%, 37.1% and 35.8%, respectively.

Dividends for fiscal 1991 have been increased to 28 cents per share from 22 cents per share,
payable quarterly at seven cents per share.

Fiscal 1989

Cash provided from operating activities was $733,998,000. The Company had access to
$600,000,000in lines of credit to support short-term borrowing and the issuance of commercial
paper.

Payments for purchase of property, plant and equipment totaled $592,756,000, excluding leased
store properties, and were financed with internally generated funds. The debt-to-equity ratio
decreased to .40:1 in fiscal 1989 from .47:1 in fiscal 1988.

Projected

Capital Expenditures
Fiscal Year Ending, January 31, 1991
(In Millions)

$35

$151

$223

$225

Wal-Mart stores ............. $866

Distribution and

Transportation .............. 225

Sam’s WholesaleClub ........ 223

Information Systems and

General Office ............... 151

Other .oouscvrssveieeies 35
$1,500




Consolidated Statements of Income

‘Wal-Mart Stores, Inc. and Subsidiaries

(Amounts in thousands except per share data) Fiscal year ended January 31,
1990 1989 1988
Revenues:
NEESAIEE. ... ..o.consmmsmnmnsn mom st R RG0S $25,810,656 $20,649,001 $15,959,255
Rentals from licensed departments .............. 16,685 12,961 9,215
Otherincome-net .............cccviiiineneeinnnns 157,959 123,906 95,568
25,985,300 20,785,868 16,064,038
Costs and expenses:
Costofsales ..........ccvviviiiiiiiniiiiienninns 20,070,034 16,056,856 12,281,744
Operating, selling and general and
administrativeexpenses....................... 4,069,695 3,267,864 2,599,367
Interest costs:
DAt s o i s e R R e 20,346 36,286 25,262
Capital leases ;. ouiviivms ssssvimssi s 117,725 99,395 88,995
24,277,800 19,460,401 14,995,368
Income before incometaxes ....................... 1,707,500 1,325,467 1,068,670
Provision for federal and state income taxes:
(D31 el ot 1| R I P G A S 608,912 474,016 432,133
T E i [ O SN, A, . S 22,688 14,230 8,894
631,600 488,246 441,027
S 1 1 1L LR T aE $ 1,075,900 $ 837,221 $ 627,643
Netincomepershare....................oooooiuen. $ 1.90 $ 1.48 $ 11
See accompanying notes.
Net Income
(Millions of Dollars)
$1000
900
800
700
m r
300 L
200 T
100 ad
| II | ::
Year 81 82 83 84 85 86 87 88 89 90
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Consolidated Balance Sheets

Wal-Mart Stores, Inc. and Subsidiaries

(Amounts in thousands) January 31,
1990 1989
ASSETS
Current assets:
Cashandcashequivalents ...............ccovviiiiiiiiiiianin.. $ 12,790 $ 12,553
RECBIVEDIEE ... .00 csiimmnin o s s s e d o A A8, s A o e 155,811 126,638
Recoverable costs from sale/leaseback ........................... 78,727 114,653
DO O L O v i i o S S o e B S i 4,428,073 3,351,367
Prepaid @XPONSOS . wouium s s i s v b v s i s i o 8 Spaiiinsis s 37,215 25,776
TOTAL CURRENTASSETS . .. cviviinn e anives wasviaiv svie 4,712,616 3,630,987
Property, plant and equipment, at cost:
L o T 463,110 278,054
Buildings and improvements . ..............ooiiiiiiiiiiiiiiain. 1,227,519 830,319
Fixturesandequipment.................ooviiiiriniinoninennenn. 1,441,752 1,110,193
Transportationequipment ................ccoiiriiiiiiniieini.n. 57,215 58,818
3,189,596 2,277,384
Less accumulated depreciation...................ccoiiiiin.n. 711,763 520,318
Net property, plant and equipment ............................. 2,477,833 1,757,066
Property under capitalleases .................cooiiiiiiiiiiian.n. 1,212,169 1, 114,034
Less accumulated amortization .............. ... . . i 259,943 209,146
Net property under capitalleases. .................c.ocooviunon.. 952,226 904,888
GoodWIlL . .. v i s R R R e R 37,493 41,036
Other assets and deferredcharges....................... ... 18,316 25,691
ToARL ASBOLS .. - i sw s i B L R e T s $8,198,484 $6,359,668
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Notespayable ............oiiiiiuiiiiiiiiiii i $ 184,774 $ 19,000
Accountspayable ... ... ...t 1,826,720 1,389,730
Accrued liabilities:
SAIATIOR - i o L e e e T S B T 157,216 126,661
Taxes, other thanincome ................ .. .. ... ..coiiiiiiiinn. 133,609 106,855
EROT v mmsrsnscnms s et 04, 5 R s R 340,068 281,156
Accrued federal and state incometaxes ........................... 179,049 121,158
Long-term debt due withinoneyear.......................oooon.n. 1,581 1,690
Obligations under capital leases due withinoneyear .............. 22,298 19,659
TOTAL CURRENT LIABILITIES ........ ...t 2,845,315 2,065,909
Long-termdebt . ... ... ... ... . 185,152 184,439
Long-term obligations under capitalleases ......................... 1,087,403 1,009,046
Deferredincometaxes ........ ... ...ttt 115,053 92,365
Shareholders’ equity:
Common stock (shares outstanding, 566,135 in 1990 and 565,591 in 1989) . 56,614 56,559
Capitalinexcessof parvalue .................cooovvviiiieiiinnonns 180,465 174,277
Retainedearnings ...............oiiiiiiiniiiiiiiiiaanens - 3,728,482 2,777,073
TOTAL SHAREHOLDERS'EQUITY .............oiiiiiiian... 3,965,561 3,007,909
Total liabilities and shareholders’equity........................ $8,198,484 $6,359,668
See accompanying notes.
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Consolidated Statements of
Shareholders’ Equity

Wal-Mart Stores, Inc. and Subsidiaries

Capitalin
Number Common excessof Retained
(Amounts in thousands except per sharedata)  of shares stock par value earnings Total

Balance - January 31,1987 ............ 282,182 $ 28,218 § 191857 $1470,418  $1,690,493
Netincome ...........ccovvevnnuennn 627,643 627,643
Cash dividends: ($.12 per share) . ... ( 67,745) ( 67,745)
Exercise of stock options ........... 37 4 452 456
100% stock dividend ................ 282,219 28,222 ( 28,222)

Exercise of stock options ........... 821 82 1,739 1,821
Tax benefit from stock options .. ... . 9,213 9,213
Other...........coviiiiiiio... ( 147) ( 15) ( 4,599) ( 4.614)

Balance - January 31,1988 . ........... 565,112 56,511 170,440 2,030,316 2,257,267
Netincome ............ccovviiuninn. 837,221 837,221
Cash dividends: ($.16 per share) . ... ( 90,464) ( 90,464)
Exercise of stock options ........... 609 61 2974 3,035
Tax benefit from stock options . ..... 4,778 4,778
Oher s ot a sy s ( 130) ( 13) (3,915 (3,928

Balance - January 31,1989............ 565,591 56,559 174,277 2,777,073 3,007,909
Netincome ..............coovvnnnns 1,075,900 1,075,900
Cash dividends: ($.22 per share) .. .. ( 124,491) ( 124,491)
Exercise of stock options ........... 679 68 3,876 3,944
Tax benefit from stock options .. .. .. 7,000 7,000
011 11 1 R . ( 135) ( 13) ( 4,688) ( 4,701)

Balance - January 31,1990............ 566,35 $ 56,614 §$ 180,465 $3,728,482 $3,965,561

See accompanying notes.




Consolidated Statements of Cash Flows

Wal-Mart Stores, Inc. and Subsidiaries

(Amounts in thousands)

Fiscal year ended January 31,

1990 1989 1988
Cash flows from operating activities:
Netincome..................c...0n WS —— $1,075,900 $ 837,221 $ 627,643
Adjustments to reconcile net income t;
net cash provided by operating activities:
Depreciation and amortization....................... 269,406 213,629 165,962
Loss (gain) from saleofassets ....................... 5,039 1,073 ( 1,006)
Increase in accountsreceivable ...................... (  29,173) 30,710) ( 5,297)
Increase N IMVBNEOYY s avnamsmmsnmi i ( 1,076,706) 699,607) ( 574,827)
(Increase) decrease in prepaid expenses ............. ( 11,439) 6,561) 486
Increase in accounts payable ........................ 436,990 289,769 126,782
Increase in acerued liabilities. . ...................... 174,112 114,954 116,490
Increase in deferred incometax...................... 22,688 14,230 3,189
Net cash provided by operating activities............... 866,817 733,998 459,422
Cash flows from investing activities:
Payments for property, plant and equipment ......... ( 954,602) 592,756) ( 527,960)
Payments for purchases of
recoverable cost projects ............. ...l ( 131,464) 204,262) ( 229,643)
Sale/leaseback arrangements
and other propertysales ........................... 184,900 246,797 181,450
Payment for purchase of Super Saver
Warehouse Club,Inc. ...............ccviiiiina. .. — — (35,993
Decrease (increase) inotherassets .................. 7,375 9,087 ( 15,008)
Net cash used in investing activities .. .................. ( 893,791) 541,134) ( 627,154)
Cash flows from financing activities:
Increase (decrease) innotes payable................. 165,774 85,382) 104,382
Proceeds from issuance of long-termdebt ............ 4,763 1,624 11,645
Proceeds from exercise of stock options .............. 6,243 3,885 6,876
Dividendspaid .............ccovviriiiiiiiiii, ( 124,491) 90,464) ( 67,745)
Payment of long-termdebt........................... (  4,159) 3,213) ( 25,179)
Payment of capital lease obligation .................. « 20,919) 18,086) ( 16,467)
Net cash provided by (used in) financing activities. . . . .. 27,211 191,636) 13,512
Net increase (decrease) in cash and cash equivalents . .. 237 1,228 ( 154,220)
Cash and cash equivalents at beginningof year ......... 12,553 11,325 165,545
Cash and cash equivalents atendof year ............... $ 12,790 12,553 $ 11,325
Supplemental disclosure of cash flow information:
Incometax paid oo s ssssn seora $ 551,021 473,631 $ 449,898
Interest paid .. covvin vmesun s s s R s e 136,762 134,048 117,069
Capital lease obligations incurred .................... 104,122 164,845 131,192

See accompanying notes.
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Notes to Consolidated Financial Statements

Wal-Mart Stores, Inc. and Subsidiaries

Note 1 Summary of significant accounting policies
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Segment information—The Company and its subsidiaries are principally engaged in
the operation of discount stores in a 29-state region. Nosingle customer accounts for a
significant portion of its consolidated sales.

Consolidation—The consolidated financial statements include the accounts of all
subsidiaries.

Cash and Cash Equivalents—The Company considers all highly liquid investments with
a maturity of three months or less when purchased to be “‘cash equivalents.”

Inventories—Inventories arestated principally at cost (last-in, first-out), whichis not
in excess of market, using the retail method for inventories in stores.

Pre-opening costs—Costs associated with the opening of new stores are expensed dur-
ing the first full month of operations. The costs are carried as prepaid expenses prior
to the store opening.

Recoverable costs from sale/leaseback—All costs of acquisitionand construction of pro-
perties for which the Company has a commitment for sale/leaseback areaccumulated
in current assets until properties are sold.

Interest during construction—Inorder thatinterest costs properlyreflect only that por-
tionrelating to current operations, interest on borrowed funds during the construction
of property, plant and equipment is capitalized. Interest costs capitalized (excluding
amounts related to properties developed under sale/leaseback arrangements) are
$16,688,000, $8,801,000, and $4,911,000 in 1990, 1989 and 1988, respectively.

Depreciation—Depreciation for financial statement purposesis provided on thestraight-
line method over the estimated useful lives of the various assets. For income tax pur-
poses, the accelerated cost recovery system is used for assets placed in service after
1980 and accelerated depreciation is used for assets placed in service in 1980 and prior
years with recognition of deferred income taxes for the resulting timing differences.

Operating, selling and general and administrative expenses—Buying, warehousing and
occupancy costs are included in operating, selling and general and administrative
expenses.

Income taxes—Deferred income taxes are provided on timing differences between finan-
cial statement and taxable income.

Netincome per share—Net income per shareis based on weighted average outstanding
common shares and stock options reduced by shares assumed to have been purchased
from such options under the treasury stock method.

Stock options—Proceeds from the sale of common stock issued under the stock option
plansandrelated tax benefits whichaccruetothe Company areaccounted for as capital
transactions, andnochargesor creditsaremadetoincomeinconnection with the plans.



Note 2 Inventories

Inventories at January 31,1990 and January 31, 1989 were $4,428,073,000 and $3,351,367,000, respec-
tively. Replacement cost would be $322,546,000 greater in 1990 and $291,329,000 greater in 1989.

Note 3 Notes payable and long-term debt

Information on short-term borrowings and interest rates follows:
Fiscal years ended January 31,

1990 1989 1988
Maximum amount outstanding
atmonth-end ................. .. ... ..., $846,600,000 $698,888,000 $699,000,000
Average daily short-term borrowings ........ $239,482,000 $321,370,000 $190,120,000
Weighted average interestrate. .............. 8.8% 7.7% 7.0%

AtJanuary 31, 1990, the Company had committed lines of credit with ten banks to support short-
term borrowings and commercial paper in an aggregate of $400,000,000. In addition, the Company
had uncommitted facilities to support master participating agreements totalling $505,000,000.
Short-term borrowings under these lines of credit bear interest at or below the prime rate.

Long-term debt at January 31 consists of:

1990 1989
107/8% Debentures due August2000 .................. $100,000,000 $100,000,000
8% Participating Mortgage
Certificates due2005 ...............ooveenn 14,762,000 15,050,000
8% Participating Mortgage
Certificates I1due2005 ..................... 23,303,000 24,299,000
1014-141/8% Mortgage notes payable
monthly through1995. ... ................... 12,617,000 9,716,000
Tax-exempt mortgage obligations, at
an average rate of 10.3% due
1991 theough 2004 .ot 15,705,000 16,037,000
1351 1 RS 18,765,000 19,337,000

$185,152,000* $184,439,000

*Long-term debt of $82,996,000is collateralized by property with an aggregate carrying value of
approximately $106,793,000.

Annual maturities on long-term debt during the next five years are:

Fiscal years ending Annual
January 31, maturity
1991 $1,581,000
1992 1,791,000
1993 4,834,000
1994 4,564,000
1995 5,991,000

Under the terms of the 107/8% Debentures, the Company has agreed to observe certain covenants.
Among these are provisions relating to secured debt and long-term leases.

The agreementsrelating to the Participating Mortgage Certificates contain provisions for con-

tingent additional interest to be payable on a basis of the sales performance of the Wal-Mart stores
collateralized by the issues.
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Note 4 Income taxes

Reconciliations of the statutory federal income tax rate to the effective tax rate, as a percent of
pre-tax financial income, are as follows:

1990 1989 1988
Statutory tax rate 34.0% 34.0% 38.9%
State income taxes 3.0 3.0 2.5
Other — { 2) ( .1)
Effective tax rate 37.0% 36.8% 41.3%

Deferred tax expenseresults from timing differences in the recognition of revenue and expense
for tax and financial reporting purposes with respect to the following:

1990 1989 1988
Depreciation $49,345,000 $30,632,000 $ 24,288,000
Capital leases ( 10,661,000) ( 7,741,000) ( 7,589,000)
Other ( 15,996,000) ( 8,661,000) ( 7,805,000)

$22,688,000 $ 14,230,000 $ 8,894,000

Note 5 Preferred and common stock
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The Company has 100 million shares of $.10 preferred stock authorized but unissued. At the pre-
sent time, there are no plans for its issuance.

There are 1.3 billion shares of $.10 par value common stock authorized, with 566,135,104 shares of
common stock issued and outstanding at January 31, 1990, and 565,591,010 shares issued and
outstanding at January 31, 1989. The common stock is listed on the New York Stock Exchange and
the Pacific Stock Exchange, and at January 31, 1990, there were 79,929 shareholders of record.

AtJanuary 31,1990, 4,595,939 shares of commonstock werereserved for issuance under stock op-
tion plans. The options granted under the stock option plans expire 10 years from date of grant
and may be exercised in nine annual installments. Further information concerning the options
is as follows:

Option price
(market price
at date of grant)
Shares Per share Total
Shares under option
January 31, 1989 2,928,202 $ .92-31.38 $ 40,954,359
Options granted 1,463,057 33.50-42.63 61,834,133
Options canceled ( 160,427) 1.94-35.13 ( 2,628,457)
Options exercised (  679,131) .92-30.63 ( 3,944,036)
January 31, 1990
(670,390 shares exercisable) 3,551,701 $ 1.94-42.63 $ 96,215,999
Shares available for option
January 31, 1989 2,408,620
January 31, 1990 1,044,238



Note 6 Defined contribution plan

The Company maintains a profitsharing planunder whichmost fulland many part-timeassociates
become participants following one year of employment with the Company. Annual contributions,
based on the profitability of the Company, are made at the sole discretion of the Company. Con-
tributions were $90,447,000 in 1990, $77,067,000 in 1989, and $59,466,000 in 1988,

Note 7 Licensed department sales
The sales of licensed departments as reported by licensees are $111,147,000, $101,346,000 and
$105,630,000 for 1990, 1989 and 1988, respectively.

Note 8 Long-term lease obligations
The Company and certain of its subsidiaries have long-term leases for stores and equipment.
Rentals (including for certainleasesamountsapplicable totaxes, insurance, maintenance, other
operating expenses and contingent rentals) under all operating leases were $233,390,000 in 1990,

$194,684,000 in 1989 and $159,711,000 in 1988.

Aggregate minimum annual rentals at January 31, 1990, under noncancelable leases are as follows:

Fiscal Operating Capital

years leases leases
1991 $ 192,416,000 $ 144,296,000
1992 195,511,000 143,425,000
1993 199,065,000 144,622,000
1994 188,081,000 144,594,000
1995 180,002,000 144,175,000
Thereafter 2,253,888,000 2,040,362,000
Total minimum rentals $3,208,963,000 2,761,474,000
Less estimated executory costs 33,837,000
Net minimum lease payments 2,727,637,000

Less imputed interest at rates

ranging from 8.5% to 14.0% 1,617,936,000
Present value of net minimum lease payments $ 1,109,701,000

Certain of theleases provide for contingent additional rentals based on percentage of sales. Such
additional rentals amounted to $22,128,000 in 1990, $19,590,000 in 1989 and $16,754,000 in 1988.

Substantially all of the store leases have renewal options for additional terms from five to 25 years
at the same or lower minimum rentals.

The Company has entered intolease commitments for land and buildings for 60 futurelocations.
The lease commitments with real estate developers or through sale/leaseback arrangements
provide for minimum rentals for 20 to 25 years, excluding renewal options, which if consummated
based on current cost estimates would approximate $22,815,000 annually over the lease terms.

Note 9 Acquisition

On June 29, 1987, the Company acquired Super Saver Warehouse Club, Inc. The acquisition con-
sisted of 20 wholesale clubs, five of which were subsequently closed. The acquisitionhasbeenac-
counted for as a purchase, and accordingly the results of operations since the acquisition date
have been consolidated with the Company. The excess of cost over the fair value of net assets ac-
quired was $50,034,000, and is being amortized on a straight-line basis over ten years.
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Note 10 Quarterly financial data (unaudited)

Summarized consolidated quarterly financial data for 1990 and 1989 are as follows:

Quarters ended
1990 April 30, July 31, October 31, January 31,
Net sales $5,373,260,000 $6,046,413,000 $6,283,497,000 $8,107,486,000
Cost of sales 4171,610,000  4,728,606,000 4,881,263,000  6,288,555,000
Net income 198,289,000 219,048,000 232,701,000 425,862,000
Net income
per share $.35 $.39 $.41 $.75
1989
Net sales $4,282,013,000  $4,845135,000  $4,991,117,000  $6,530,736,000
Cost of sales 3,311,467,000 3,768,368,000 3,860,836,000 5,116,185,000
Net income 153,551,000 179,610,000 180,874,000 323,186,000
Net income
per share $.27 $.32 $.32 $.57

Netincome for the quarter ended January 31, 1990 was increased $24,626,000 ($.04 per share) due
toadjustment of the estimated inflation rate and other factors used to compute LIFO inventory
cost for the first three quarters to the actual data for the year.

Report of Independent Auditors

The Board of Directors and Shareholders
Wal-Mart Stores, Inc.

We have audited the accompanying consolidated
balance sheets of Wal-Mart Stores, Inc., and Sub-
sidiaries as of January 31, 1990 and 1989, and the
related consolidated statements of income,
shareholders’ equity, and cash flows for eachof the
three years in the period ended January 31, 1990.
These financial statements are theresponsibility of
the Company’s management. Our responsibilityis
toexpress an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with
generally accepted auditing standards. Those stan-
dardsrequire that we planand perform theaudit to
obtain reasonable assurance about whether the
financial statements are free of material misstate-
ment. Anauditincludes examining, ona test basis,
evidence supporting the amounts and disclosures
in the financial statements. An audit also includes
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assessing the accounting principles used and
significant estimates made by management, as well
as evaluating the overall financial statement
presentation. We believe that our audits provide a
reasonable basis for our opinion.

Inouropinion, thefinancial statementsreferred
toabovepresentfairly,inallmaterialrespects, the
consolidated financial position of Wal-Mart Stores,
Inc., and Subsidiaries at January 31, 1990 and 1989,
and their consolidated results of operations and
cash flows for each of the three years in the period
ended January 31, 1990, in conformity with generally
accepted accounting principles.

Ernst & Young
Tulsa, Oklahoma
March23 1990



Responsibility for Financial Statements

The financial statements and
information of Wal-Mart Stores,
Inc. and Subsidiaries presented
in this Report have been prepared
by management which has
responsibility for their integrity
and objectivity. These financial
statementshavebeenpreparedin
conformity with generally ac-
ceptedaccounting principles, ap-
plying certain estimates and
judgments based upon currently
available information and
management’s view of current
conditions and circumstances.
The services of certain
specialists, both from within the
Company and from outside the
Company, have been utilized in
making such estimates and
judgments.

Management has developed
and maintains a system of ac-
counting and controls, including
an extensive internal audit pro-
gram, designed to provide
reasonable assurance that the
Company’s assets are protected

from improper use and that ac-
counting records provide a
reliable basis for the preparation
of financial statements. This
system is continually reviewed,
improved and modified in
response to changing business
conditions and operations and to
recommendations made by the
independent auditors and the in-
ternal auditors. Management
believes that the accounting and
control systems provide
reasonable assurance that assets
aresafeguarded and financialin-
formation is reliable.

The Company has adopted a
Statement of Responsibility
which is intended to guide our
management in the continued
observance of high ethical stan-
dards of honesty, integrity and
fairness in the conduct of the
business and inaccordance with
the law. Compliance with the
guidelines and standards is con-
tinuously reviewed and is
acknowledged in writing by all

Corporate Information

management associates.

The Board of Directors,
throughtheactivities of its Audit
Committee consisting solely of
outside Directors, participatesin
the process of reporting financial
information. The duties of the
Committee include keeping in-
formedof thefinancial condition
of the Company andreviewing its
financial policies and pro-
cedures, its internal accounting
controls and the objectivity of its
financial reporting. Both the
Company’s independent auditors
and the internal auditors have
freeaccess to the Audit Commit-
teeandthe Boardof Directorsand
meet with the Committee
periodically, with and without
management present.

VAN

Paul R. Carter
Executive Vice President and
Chief Financial Officer

Registrar and Transfer Agent
Boatmen's Trust Company
510 Locust Street
Post Office Box 14768
St. Louis, Missouri 63178

Trustee
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New York Stock Exchange
Stock Symbol: WMT

Pacific Stock Exchange
Stock Symbol: WMT

Annual Meeting

Our Annual Meeting of
Shareholders will be held on
Friday, June 1, 1990, at 10:00
a.m. in Barnhill Arena onthe
University of Arkansas cam-
pus, Fayetteville, Arkansas.
You are cordially invited to
attend. A proxy statement,
including a request for prox-
ies will be mailed to
shareholders in early May,
1990.

Investors’ Inquiries
Form 10-K Report
A copy of the Company’s Annual
Report on Form 10-K for the
fiscal year ended January 31,
1990, as filed with the Securities
and Exchange Commission,
may beobtained without charge
by writing to:
Bette Hendrix
Assistant Secretary
Wal-Mart Stores, Inc.
Bentonville, AR 72716
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