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Creating the UK’s leading food business

This merger is about unlocking new growth.

Tesco, the UK’s leading retailer, and Booker, the UK’s leading
food wholesaler, are merging to form what can become the
UK’s leading food business.
Together we can bring benefits for consumers, independent
retailers, caterers, small businesses, suppliers, colleagues and
shareholders.
The combined group will be well-positioned to provide a more
innovative offer for customers and consumers in a larger,
faster-growing market.
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Together, we can:
•
•
•
•

•

delight consumers with better availability of quality food at attractive prices across retail and
eating out locations
serve better the faster growing ‘out of home’ food market
help independent retailers, caterers and small businesses by further improving choice, price and
service, with enhanced digital and delivery service options
present a broader market opportunity for our suppliers, with strong growth prospects and a clear
opportunity to develop better own brand and fresh ranges
cut food waste and increase efficiency by creating a broader, multi-channel partner who can work
with producers across their full agricultural crop
•
create significant opportunities for synergies whilst retaining market-leading retail
and wholesale expertise
• create attractive innovation opportunities to serve customers and consumers better in
a rapidly evolving market place
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The merger terms
•
•

•
•

•
•
•
•

Each Booker shareholder will receive 0.861 Tesco shares and 42.6p in cash per Booker share
Based on the closing price of 189.0 pence per Tesco share on 26 January 2017, this represents:
– a value of approximately 205.3 pence per Booker share;
– a value of approximately £3.7 billion for Booker’s ordinary share capital;
The merger will result in Booker shareholders owning c.16 per cent. of the Combined Group
The merger terms represent a premium of approximately:
– 15 per cent. based on the volume weighted average share prices of Booker and Tesco since 12 January 2017, being
the date on which Booker and Tesco published their Christmas trading updates; and
– 24 per cent. based on the three month volume weighted average share prices of Booker and Tesco
The merger is unanimously recommended by both Boards
On completion, Charles Wilson, Booker’s CEO and Stewart Gilliland, Booker’s Chairman, will join the Combined Group’s
Board
Charles Wilson will also join the Combined Group’s Executive Committee
The merger is subject to regulatory approval and Tesco and Booker shareholder approval
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Together, we can serve a larger and growing market opportunity
Retail

Wholesale

Large stores

Small stores

Online

Cash & carry

Delivered

No.1

No.1

No.1

No.1

No.4

UK food market £195bn sales
In home:

Out of home:

£110bn

£85bn

Growth: +1.5% (‘12-‘15)

Growth: +2.5% (‘12-‘15)

+2.4% (‘15-‘18)

+3.8% (‘15-‘18)

Enhanced market opportunity provides potential for greater growth
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A compelling combination of capabilities
•
•
•
•
•

Market leading product development (own label),
and procurement expertise
Extensive market reach across stores, Cash & Carry,
home/business delivery and Click & Collect
A service enhancing digital infrastructure
The opportunity to leverage financial services
and mobile for customers’ and consumers’ benefit
An attractive opportunity for new innovation
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Significant benefits expected for all key stakeholders

Consumers

Independent retailers,
caterers and small
businesses

Suppliers
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Colleagues

Shareholders

Consumers

•

Choice and convenience
– the widest range of food available, from professional catering to core grocery
– greater value via increased access to quality fresh foods at attractive prices
across independent retailers and out of home caterers

•

A network of up to c.8,000 neighbourhood Click & Collect points

7

Independent retailers, caterers and small businesses
•

Further enhances choice, price and service, enabling business
customers to offer better value and quality to their consumers
•

An improvement in value equation via enhanced efficiency

•

A significant improvement in delivery service via utilisation of Tesco
range and delivery fleet

•
•

•

Strengthens the Premier, Londis, Budgens and Family Shopper proposition
Access to Tesco banking, mobile and PayQwiq services

A positive contribution to local communities through supporting small businesses
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Suppliers

•

•

A broader market opportunity
•

Full crop procurement and utilisation – lower costs and reduced food waste

•

An integrated multi-channel supply chain driving further efficiencies

Greater carbon effectiveness from the UK’s most efficient buying, storage
and transportation network
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Colleagues

Potential new career opportunities as part of the UK’s leading food business

•

•

A richer learning experience base from a true multi-channel business

•

A further opportunity to contribute to local communities
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Shareholders
• Growth
– access to a larger, faster-growing market opportunity for the combined group
– innovation and improved asset utilisation driving significant potential for
revenue synergies
• Returns
– total quantifiable synergies of at least £200m within 3 years
– ROIC in excess of cost of capital by Yr 2 and significantly in excess by Yr 3
– EPS accretive in the second full financial year
• Beneficial to Tesco’s leverage metrics
• Reflecting Tesco’s improved performance and confidence, Tesco intends to
recommence dividend payments in the 2017/18 financial year; expected to grow
progressively, with aim of achieving target cover of c. 2 times EPS over the medium term
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Synergies
•
•

Expect synergies to reach a run-rate of at least £200m per annum by end Yr 3
Opportunity for meaningful revenue synergies
– at least £25m per annum incremental operating profit has been identified by end Yr 3;
– further opportunities have not been quantified for reporting under the Code
– includes improved proposition for existing / new customers, incorporation of a professional
business customer offer in Tesco outlets plus significant innovation opportunities;

•

Significant cost synergies of at least £175m per annum

Note: Please refer to Appendix 5 of the Announcement dated 27 January 2017 for further information on how the synergies have been calculated.
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The global food market is changing. Core ‘in home’
consumption is significant and stable. Eating out will
continue to increase; delivery and convenience will be
key customer requirements.
The combination of Tesco and Booker allows us to meet this
market opportunity. Wherever food is prepared and consumed
– ‘in home’, or ‘out of home’ – we will create a business with the
widest choice and best service food offering bar none.
Higher efficiencies, asset utilisation, lower costs and a more
complete digitally enabled service offering will increase
customer choice and satisfaction.
Together we can lower waste and increase carbon
efficiency as the marketplace continues to evolve.
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The UK’s leading food business
PRODUCT

CHANNEL

CUSTOMER

HYPERS / SUPERMARKETS
CONVENIENCE

In
home

OWNED / INDEPENDENT SYMBOLS

Improved choice / range
Enhanced volume for efficiency
e.g. full crop utilisation

ONLINE

CASH & CARRY
DELIVERED
FOOD SERVICE
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Out
of
home

Creating the UK’s leading food business for

Consumers

Independent retailers,
caterers and small
businesses

Suppliers
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Colleagues

Shareholders

Appendices

Tesco is the UK’s leading food retailer
•
•
•
•
•
•
•
•
•
•

50 million customer transactions per week
16 million active Clubcard customers
Leading fresh, own-brand & branded ranges
Proven leadership in grocery home shopping
service
Deep, long-standing supplier partnerships
Global sourcing capability
330k skilled colleagues, serving shoppers
a little better every day
Delivered eight consecutive quarters of volume
growth
Recovery on track, with ambition to deliver 3.5 to
4.0% Group operating margin by 2019/20
Recommencing dividend in 2017/18 given
increased confidence

PLC
2016 sales = £48.4bn
International
£10.2bn

UK
£37.2bn

730 large
stores

2,839
small stores

• 5.5m active customer
accounts
• Mortgages, credit cards,
personal loans, savings,
insurance
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98% UK
household
coverage

One Europe

Asia

415
large stores

242
large stores

• UK’s 5th biggest mobile
provider & largest MVNO
• No. 1 for customer
satisfaction

Booker is the UK’s leading food wholesaler
•

•

•

•
•

Sales:
– £3.2bn cash & carry via 200 sites
– £1.8bn delivered via c.1,200 vehicle fleet
– includes £1bn sales digitally
Proudly serving 450k caterers / out of home
customers, 120k retailers and 700k small
businesses
Nine years of strong sales and consistent
EBIT growth through a focus on choice,
price and service
Low cost, low capex, efficient operation
Grocer Gold “Wholesaler of the Year” for 4
of the last 5 years

Group PLC
2016 sales = £5.0bn
Delivered
£1.8bn sales

Cash & Carry
£3.2bn sales

172 branches

28 branches

serving:
c.120k retailer customers
£3.1bn
of which Booker symbol groups represent
c.50%
3,358 stores

150 stores

52 stores

1,903 stores

c.450k caterers / out of home
customers and 700k small businesses
£1.9bn including:
Wagamama
Revolution
Rick Stein

Byron
Carluccios

Loch Fyne
Aramark

Sales (£bn) and EBIT (£m) development over time
Cash & Carry
Delivered

EBIT (£m)
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3.0

3.1

3.2

3.4

3.6

3.9

4.0

4.7

4.8

5.0

1.3

1.4

1.8

0.5

0.6

0.7

0.8

0.9

1.1

1.2

2.5

2.5

2.5

2.6

2.7

2.8

2.8

3.4

3.4

3.2

Mar 07

Mar 08

Mar 09

Mar 10

Mar 11

Mar 12

Mar 13

Mar 14

Mar 15

Mar 16

36

46

58

67

76

90

98

120

140

155

Indicative combined financials – based on 2015/16 published results(1)
Booker

Tesco(2)

Combined

Sales

£5.0bn

£54.4bn

£59.4bn

EBITDA(3)

£180m

£2.2bn

£2.4bn

% margin

3.6%

4.0%

4.0%

£155m

£944m

£1.1bn

3.1%

1.7%

1.8%

Capex

£(26)m

£(956)m

£(982)m

% sales

(0.5)%

(1.8)%

(1.7)%

Free Cash Flow(4)

£149m

£739m

£889m

Operating profit(3)
% margin

Notes:

(1) Booker financials shown are for the 52 weeks to 25 March 2016; Tesco financials shown are for the 52 weeks to 27 February 2016.
(2) Financials relate to the continuing operations of the Tesco Group (including Tesco Bank). Sales are shown including fuel sales of £6bn.
(3) Before exceptional items.
(4) Defined as net cash generated from operating activities, less capex.
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Key transaction highlights
Key terms

•
•

•
•

Each Booker shareholder will receive 0.861 Tesco shares and 42.6p in cash per Booker share
Based on the closing price of 189.0 pence per Tesco Share on 26 January 2017, this represents:
- a value of approximately 205.3 pence per Booker Share;
- a value of approximately £3.7 billion for Booker’s ordinary share capital;
The merger will result in Booker Shareholders owning c. 16 per cent. of the Combined Group
The merger terms represent a premium of approximately:
- 15 per cent. based on the volume weighted average share prices of Booker and Tesco since 12 January 2017, being the date on which Booker and
Tesco published their Christmas trading updates; and
- 24 per cent. based on the three month volume weighted average share prices of Booker and Tesco

Financing

•

The cash consideration will be funded from existing cash resources

Mix and match

•

A mix and match facility will be made available for Booker shareholders

Management

•
•
•

On completion, Charles Wilson, Booker’s CEO and Stewart Gilliland, Booker’s Chairman, will join the Combined Group’s Board
Charles Wilson will also join the Combined Group’s Executive Committee
Charles Wilson has irrevocably undertaken to elect to receive 100 per cent. new Tesco shares in respect of his entire holding of Booker shares, subject to the
elections of other Booker shareholders
Charles Wilson has agreed not to dispose of his current holding of Tesco shares and the new Tesco shares he will receive pursuant to the Merger for a period of
five years from the date of completion

•
Dividends

•
•

The Tesco Board has reviewed its dividend policy and intends to recommence paying dividends in the financial year 2017/18.
The Tesco Board expects dividends to grow progressively from that financial year with the aim of achieving a target cover of c. 2x earnings per share over the
medium term

Board approval

•

Unanimously recommended by Tesco and Booker’s Boards

Expected timeline

•

Any merger is subject to regulatory approval and shareholder approval
- As a Class 1 transaction for Tesco, shareholder approval will be required at an EGM; Booker shareholder approval required for Scheme
- Scheme expected to become effective in late 2017/early 2018, subject to the satisfaction or waiver of CMA Pre-Condition

Synergies

•

At least £200m of annual run rate synergies expected by year 3 (see the announcement dated 27 January 2017)

•
•
•

ROIC in excess of cost of capital in 2nd year and significantly in excess in the 3rd year
EPS accretive in the second full financial year (excluding the effect of implementation costs)
Beneficial to Tesco’s leverage metrics
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Financial effects

Disclaimer
THIS PRESENTATION AND ITS CONTENTS ARE NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, IN WHOLE OR IN PART, DIRECTLY OR INDIRECTLY, IN OR INTO OR FROM ANY JURISDICTION WHERE SUCH DISTRIBUTION IS UNLAWFUL.
This presentation has been prepared solely for information and for use in connection with the merger between Tesco plc (“Tesco") and Booker Group plc ("Booker"). For the purposes of this notice, "presentation" means this document, any oral presentation, any question and
answer session and any written or oral material discussed or distributed by Tesco or Booker during the presentations.
The release, publication or distribution of this presentation in jurisdictions other than the United Kingdom may be restricted by law and therefore any persons who are subject to the laws of any jurisdiction other than the United Kingdom should inform themselves about and observe
any applicable requirements. Any failure to comply with applicable requirements may constitute a violation of the laws and/or regulations of any such jurisdiction. To the fullest extent permitted by applicable law, Tesco and Booker disclaim any responsibility or liability for the
violation of such requirements by any person.
This presentation does not constitute or form part of, and should not be construed as, any offer, invitation or recommendation to purchase, sell or subscribe for any securities or the solicitation of any vote for approval in any jurisdiction and neither the issue of the information nor
anything contained herein shall form the basis of or be relied upon in connection with, or act as an inducement to enter into, any investment activity, or the making of any investment decision. This presentation does not purport to contain all of the information that may be required
to evaluate any investment in Tesco or Booker or any of their securities. Any investment decision should be made solely on the basis of approved formal offer-related documentation to be released in connection with the merger, if made. Any person considering an investment in
Tesco or Booker is advised to obtain independent advice as to the legal, tax, accounting, financial, credit and other related advice prior to making an investment.
This presentation and any materials distributed in connection with this presentation may include “forward-looking statements”, beliefs or opinions, including statements with respect to the business, financial condition and results of operations of Tesco or Booker and, following the
completion of the offer, if made, the combined group (“Combined Group”), as well as the expected characteristics of the Combined Group and the expected benefits of the possible offer. These statements, which often use words such as "believe", "expect", "anticipate", "intends",
"plan", "estimate", "aim", "forecast", "project" and similar expressions (or their negative) reflect the current views, intentions, beliefs or expectations of Tesco and Booker and should not be relied upon as they involve inherent known and unknown risks, uncertainties and
contingencies because they relate to events and depend on circumstances that may or may not occur in the future (including that there can be no certainty that a firm offer will be made by Tesco for Booker) and may cause the actual results, performance or achievements of Tesco
and/or Booker and/or the Combined Group to be materially different from those expressed or implied by such forward-looking statements. Many of these risks and uncertainties relate to factors that are beyond the control of Tesco or Booker. Past performance should not be taken
as an indication or guarantee of future results, and no representation or warranty, express or implied, is made regarding future performance. Forward-looking statements speak only as at the date of this presentation and Tesco and Booker expressly disclaim any obligation or
undertaking to release any update of, or revisions to, any forward-looking statements whether as a result of new information, future events or otherwise.
Unless specified otherwise, no statement in this presentation is intended as a profit forecast or estimate for any period and no statement in this presentation should be interpreted to mean that earnings or earnings per share for Tesco or Booker for the current or future financial
years would necessarily match or exceed the historical published earnings or earnings per share for Tesco or Booker.
To the extent available, the industry, market and competitive position data contained in this presentation have come from official or third party sources. Third party industry publications, studies and surveys generally state that the data contained therein have been obtained from
sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data. While Tesco and Booker believe that each of these publications, studies and surveys has been prepared by a reputable source, neither Tesco nor Booker has independently
verified the data contained therein. In addition, certain of the industry, market and competitive position data contained in this presentation are sourced from the internal research and estimates of Tesco and Booker based on the knowledge and experience of Tesco and Booker
management. While each of Tesco and Booker believes that such research and estimates are reasonable and reliable, they, and their underlying methodology and assumptions, have not been verified by any independent source for accuracy or completeness and are subject to
change without notice. Accordingly, undue reliance should not be placed on any of the industry, market or competitive position data contained in this presentation.
You should not base any behaviour in relation to financial instruments related to Tesco’s or Booker’s securities or any other securities and investments on such information until after it is made publicly available by Tesco or Booker or any of their advisers. Any dealing or encouraging
others to deal on the basis of such information may amount to insider dealing under the Criminal Justice Act 1993 and market abuse under The Market Abuse Regulation.
The presentation has not been independently verified and no representation or warranty, express or implied, is made or given by or on behalf of Tesco or Booker or their directors, officers, advisers or any person acting on their behalf, as to, and no reliance should be placed on, the
accuracy, completeness or fairness of the information or opinions contained in this presentation and no responsibility or liability is assumed by any such persons for any such information or opinions or for any errors or omissions. All information presented or contained in this
presentation is subject to verification, correction, completion and change without notice. In giving this presentation, neither Tesco nor Booker, nor any of their directors, officers, advisers or any person acting on their behalf, undertakes any obligation to amend, correct or update this
presentation or to provide the recipient with access to any additional information that may arise in connection with it.
By attending the presentation and/or accepting a copy of this document, you agree to be bound by the foregoing limitations and conditions and, in particular, will be taken to have represented, warranted and undertaken that (i) you have read and agree to comply with the contents
of this notice including, without limitation, the obligation to keep this document and its contents confidential; and (ii) you will not at any time have any discussion, correspondence or contact concerning the information in this document with any of the directors or employees of
Tesco or Booker or their subsidiaries nor with any of their suppliers without the prior written consent of Tesco or Booker.
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