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To Our Fellow Shareholders

Creating
Value

The retail environment we faced during the past year
was the most difficult in recent memory. High consumer
debt levels caused many shoppers to reduce or defer spend-
ing on anything other than essentials. Lack of exciting new
products or apparel trends reduced discretionary spending,.
Fierce competition resulted in lower margins and the lack
of inflation in retail prices stalled productivity increases.

In fiscal 1996, we achieved record sales of $93.6 billion
and record earnings of $2.7 billion. To putitin proper per-
spective, our sales rank us as the fourth largest company in
the U.S., and the 12th largest in the world. Our earnings led
all retailers and made us the 13th most profitable com-
pany in America. Although this was an acceptable year by
most standards, it was not a Wal-Mart year. We are not com-
pared with other retailers or other companies, but with
our prior results.

Giving Value

In this report, we talk about “value.” In its most obvi-
ous use, the word means the value we give our customers.
In another very real sense, it is the value we create for our
shareholders. We are committed to generating additional
value for both groups. Through the years, our customers
benefited from the low prices we offered in the stores.
Historically, our shareholders also experienced one of the
highest returns of any major company. However, recently
our earnings growth has not translated into share price
appreciation.

Our development of Supercenters, international
investments, and acquisitions resulted in lower initial
returns, [ wish 1 could tell you that each new investment
will immediately generate acceptable earnings, but I can
not. The days when we could open a discount store in rural
America and see instant returns are gone. However, we do

“I firmly believe

that our two

greatest assets believe our current projects will

are our generate excellent future

customers returns. Still and all, the returns

p will be weighted toward the
i oo later years of the projects’ exis-

Associates.” tence due to the heavy initial

investment required. We are

focusing more than ever on our
return on assets, and 1 firmly believe we will show improve-
ment in the coming year.

Our discount stores continue to generate strong cus-
tomer traffic and receive excellent consumer research scores
on store of first choice, lowest prices, assortment, customer
service and in-stock position. The SAM'S Club division
produced a 10% increase in operating profit despite a dif-
ficult environment, and I anticipate further improvements
in the current year. Supercenters continue to meet our
expectations, and I am very excited about the significant
growth opportunities this retail vehicle affords the
Company.

International Review

In this report, we also discuss our international devel-
opment. We are committed to being a global retailer but we
will not invest more capital than is justified by our results.
Mexico was profitable this year in a very difficult economic
environment. In Canada, we generated operating profit and
achieved a 40% market share in only our second year of
operation. Both of these countries currently generate suf-
ficient cash flow to support our current operations and
plans for growth. In addition, our initial results in Argentina
and Brazil are encouraging. This year, we will begin oper-
ations in China and Indonesia under joint venture and
royalty agreements.

aPoLty [0y

98c. 98.
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David Glass, president and CEO, shares a moment with Associate Renee Carr.

Our focus remains on providing all of our customers
worldwide with the best value, the widest assortment, and
the friendliest service. We have the best merchants and
Associates in the industry, and we are well positioned for
future growth with our Supercenters and international
development. Today, I feel better about Wal-Mart's prospects
than I ever have in the past.

New Investment Plans

You will also notice a change in this year’s annual report
to a magazine format that gives us more flexibility in telling
the many stories of Wal-Mart. In addition, we are intro-
ducing in this annual report our new dividend reinvestment
and direct stock purchase plans. These are the most fre-
quently requested shareholder services and there are further
details on these programs later in the magazine.

As always, we want to personally thank all of our
675,000-plus Associates who labored under challenging
conditions to see that each customer receives the out-
standing service he or she expects and deserves. We salute
their dedication. We also thank our customers and friends
who give us a vote of confidence every day as they visit and
shop in Wal-Mart stores and SAM'S Clubs. 1 firmly believe
that our two greatest assets are our customers and our
Associates. Finally, we appreciate you, our shareholders, for
your patience and look forward to updating you on the
Company’s progress at our annual meeting on June 7, 1996,
in Fayetteville, Arkansas.

David D. Glass
President and Chief Executive Officer
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_ WAL -MART:
A CULTURE OF
SERVICE & VALUE

Becoming the world’s largest retailer was never
considered. And being big has never been the goal.
The objective at Wal-Mart when Mr. Sam and his

brother Bud developed their stores in the early 1960s

was to provide products of unbeatable value with the

best possible customer service. ..
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to the market:
Associate Jason
Jones at the

Wal-Mart in

N Jay, Okla,, sorts

fencing wire

As it turned out, Wal-

Mart'’s brand of service ,

and value was something

Philadelphia, Sao Paulo
or Steamboat Springs.

, How does Wal-Mart

people wanted no matter keep doing it? How does
where in the U.S. —orin 4 company maintain a

the world — they live.

Today — more than 2,400 Wal-
Mart Stores, 470 SAM’S Clubs and
675,000 Associates later — service
and value to customers, communities,
shareholders, vendors and Associates
alike are still the underpinnings of the
friendly Wal-Mart or SAM'’S Club that's
just down the street or around the cor-
ner. It's a personal place where people
don't just shop. They visit. They help
one another. Aisle to Aisle. Store by

store. In places as varied as South

people- and value-oriented cul-
ture as it approaches the $100 bil-
lion sales mark?

By minding the store. By never
looking beyond the customer with-
out a smile, under the company’s leg-
endary 10-foot rule. The rule, a
fixture at Wal-Mart, reminds
Associates to pleasantly acknowledge
any customer who is within 10 feet.

“At Wal-Mart, we are all mer-
chants first, no matter what our job is.

And that means finding the best prod-
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ucts at the lowest cost for our cus-
tomers, and giving each and every
customer the best possible service we
can provide,” Tom Coughlin, execu-
tive vice president — operations, Wal-
Mart Stores Division, points out.

It is this dogged dedication to
being merchants first that seems to be
at the heart of Wal-Mart’s consistency

over time.

We Sell for Less

Nothing has been more consis-
tent at Wal-Mart than the Every Day
Low Price (EDLP) philosophy, the
thriving principle at both discount
stores and SAM'S Clubs.

Low prices are really the effect of
EDLP, which encourages cost-reduc-
tion so that savings can be passed on
to customers.

For example, the company keeps
its advertising budget the lowest in
the business and Wal-Mart does not
have to invest in costly weekly adver-
tising circulars — like competitors
do — because customers are familiar
with Wal-Marts low price concept.
There are benefits for the company,
too, since refraining from weekly or
seasonal promotions that can cause
spikes in inventory and promotional
costs simplifies operations.

Since great value equals quality
plus a good price, EDLP is essential
to Wal-Mart’s pledge to provide value
every day. Rather than a mere catchy
phrase, EDLP is a state of mind at
Wal-Mart — permeating every level

of the company — from the Associate
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who finds a way to cut costs in a store
to the buyer negotiating with a sup-
plier for the best possible deal for the
customer.

“We think ol ourselves as agents
for the customers, buying for them
rather than selling to them,” empha-
sizes Don Soderquist, chief operat-
ing officer ol Wal-Mart Stores, Inc.
“As long as there are Wal-Marts and

SAM'S Clubs,
Associates help

moving from

4 conveyor to load-

ing dock at a

Wal-Mart
Distribution

Center

Three for EDLP

Every Day Low Pricing is a state of mind at
Wal-Mart, and it results in lots of creativity
among Associates who try to find ways to
lower costs so that savings can be passed
along to customers, Associates take special
pride in developing cost-reduction ideas that
work, and Wal-Mart recognizes these
Associates in various internal events and

publications. Hundreds of these ideas are

there will be every day low prices. Tt

is that central to our culture,” he says.

The Super Response

Since the first corner drugstore
added bread and milk to its shelves,
retailers have been expanding mer-
chandise assortments to better serve
their customers.

This blending has taken on new

dimensions with the Wal-Mart

received from Associates throughout the Wal-
Mart system each year Some examples of

these Associates and their winning ideas

follows:

Wal-Mart’s BERTHA
CrUMLEY watched a
vendor stacking carpet
rolls on a pallet, and
thought there might be a
way to rearrange the carpet rolls so that the
pallets could be double-stacked on the truck.
This idea allowed twice as much carpet to be
loaded onto each truck, saving $229,000 in

shipping costs. But Bertha wasn finished.

Supercenters, which not only merge
general merchandise with groceries,
but also offer goods and services such
as hair care centers, optical services
and McDonald’s Restaurants.

“The Supercenters were the log-
ical next step for Wal-Mart. Our
stores have been expanding and
adding assortments in order to pro-

vide more convenience [or cus-

tomers. General merchandise

remains the core, to which additional
goods and services — like groceries
— have been added,” says Nick
White, Wal-Mart executive vice-pres-
ident, Supercenter Division.

Since the first Wal-Mart Super-
center opened in 1988 in Washington,
Mo., more than 250 have been added
in 22 states and 4 countries. For [is-
cal 1997, another 110 or so are
expected to open.

Under the banner

L(Johing at the budgeted rates for carriers,
Bertha noticed that some committed carriers
charged rates that were above the budgeted

amount. Bertha successfully worked to

remove some of these higher charges, saving

another $31,782.

DiANA LoVELL of
Wal-Mart has a keen eye
for savings, and found
that product reports for
certain sporting good items
were being unnecessarily duplicated. This

idea saved the company $736,000 per year

of low prices, a
customer moves
through a refrig-
erated section in
a Supercenter
grocery
department.

SAM’S Clubs' MIKe Lucy found a “gold
mine” in laser printer toner by trying a
simple procedure: turning
down the toner control
button. This simple idea
saved SAM’S $250,000.

While cost reduction
is just talked about in some corporations,
its an ongoing program at Wal-Mart and
one of the reasons it has always been able

to assert: “We Sell for Less.”

Sales in this division nearly doubled
each year over the last three years.

Wal-Mart's success has gained
the attention of Wall Street analysts,
who are describing Wal-Mart
Supercenters as the most powerful
concepl in retailing today. But, il you
ask the people at Wal-Mart, they will
insist that Supercenters are just the
latest example of how the company

satislies customers.

Strength in Roots

While Supercenters will play a
key role in Wal-Mart’s future, the
company’s roots remain the small
stores, and their performance will
continue to contribute to the growth
of the company. Probably no com-
mitment goes deeper than Wal-Mart’s
commitment to small town America
— where Sam and Bud Walton first
brought mass merchandising in the
late 1950s and early 1960s. These
small, rural markets, where cus-
tomers know the value of both local
heritage and convenient commerce,
are as viable today as they were in
the company’s beginnings.

These Wal-Marts are enjoying a
dramatic resurgence. Since late in
1994, when Wal-Mart realigned these
stores in a new group called the
Hometown division, small store
profit growth has outpaced the larger
stores.

David Jackson, senior vice pres-
ident, Hometown Store Division,
who cut his teeth in the small Wal-

Marts of Alabama, is the architect of
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this realignment. The hometown
stores have flourished with a
“small store” approach to mer-
chandising and operations.
Seasonal merchandise, which sells
faster in small towns, now receives
more floor space. Customized
assortments are developed in

response to regional needs. A store

what Wal-Mart might call “Total
Customer Service,” not only help-
ing the customer, but engaging
them.

The preservation of this spe-
cial culture — something that all
growing corporations attempt to
do — receives an added lift from

Wal-Mart's Computer-Based

1996 End of Year Store Counts

“EXCELENTE TODO"
Elsa Estela de Neubauer
(“Everything excellent.”)

“MUY COMPLETO" “PRECIOS BARATISIMOS Y “LOS PRECIOS SON “BUENOS PRECIOS"
Silvia E. Klainknecht OPTIMA CALIDAD" MUCHO MAS BARATOS." Beatriz Alonso
("Very complete.”| Claudia E. Barrios Karina Linares (“Good prices.”)

(“Prices are much lowar.")

(*Very low prices and
outstanding quality.”)

in a lake city, for example, will fea- Learning system (CBL), a com- lllinois m%é
ture a larger stock of boating and  puterized training program avail- Tows £ A
. - = s 3 s : K e IREREE Ao NN & 1 T ppm—————" "BUENISIMA ATENCION “ESTA MUY “COMPARANDO CON EL “‘FENOMENO TODO" “BUENO, GRANDE"
fishing equipment. Likewise, in  able in every store. Kentucky [ DE LAS CAJERAS." ORGANIZADO" RESTO, ES BARATO" Adriana Masullo Nélida Perez
l.()l.usiana _____ . 62 Anabela Avalos Miriam de Guz_man Hugo Marchioni (“Everything is phenamenal.”) ("Good, big.")
ranch country stores are heavily While this teaching tool has Maine (D) 3 "Gmr:::;:fsn";m " (it veny croaniect) rlcamﬁf:?r?eggrr:e o
| Manland, 19 10 ' '
stocked with items essential to the  the expected array of information Massackisstts 5
_ Michigan 39 oI
ranching trade. to help Associates be more [“Nimnewots RS B5CTTTTTTGT
" . - lote o 7 U NSRS R ]| AN S
With the mandate to make informed about their jobs and the s W 0
these small stores more profitable  store’s operations, it also helps to | MORER e T —
p S . Nebraska | 3 4 ‘! [ad . b
and better suited to rural market build a service-oriented work Emﬁ' ------------ ‘-ig ----- s s R B N R
N'Ew] ampshire 1'4 ! 2 “MEHCADEHI.:. Ll:luv VARIADA" Estamos conmovidos por la extraordinaria respuesta recibida en nuestros primeros dias. 'LOO&%E EUSJO"
. 3 ¥ 3 3 “ L] ew e =} mas ¥ . i o oy artl e Hueras
customers, Jackson and his team  force by reiterating the “rules” that NEWM'::L‘ .............. i g Y sl IR Queremos agradecer a las miles de personas que, como éstas, nos testimoniaron su adhesion. 5 et s thing.
downsized display racks, arranged  are a part of the Wal-Mart tradi- :W:?k!‘gg,_?_g
OTT. Arolina
for smaller minimum orders and  tion. The Customer is the Boss. &ﬂhmmmg ...... BN Sinh® . cl
io | v
reduced pack sizes for small  The Sundown Rule (Getitdone by | Oklahoma 6l 17 6....
Oregon m? I
stores. Sundown!). The 10-foot Rule. | Pennsylvania 47 5 J4=5
Rhode Island | i
Through CBL, Associates can | South Carolina 49 3 8

The Power of Associates

even experience audio and video

“LINDISIMO, PRECIOS “FABULOSO, BARBARO" *10 PUNTOS" “LO QUE NECESITO" "BUENOS PRECIOS™
The perso nal touch that has messages from Sam Walton. Here, BARBAROS Evelina Serpa Crigtian Reboratt| Julian Sanchez Elena Oniz
Gabrigla Cadena (“Fabulous.”) (*10 points.”) (“it's what | need.”) ("Good prices.”)

been so much of Wal-Mart’s cul-
ture from the beginning is similar
to family traditions that are passed
down over the years. Longtime
Associates, many of whom still
remember inspirational store vis-
its from Sam Walton, share the
company’s values with newer
Associates,

From the friendly store
greeters to the cheery and helpful
Associates throughout the store,
customers “connect” to their Wal-

Mart store or SAM'S Club. It's
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in an office in the back of the store
in Alton, Ill., or Boise, Idaho, or
Tallahassee, Fla., they can still hear
the inspiring words of Sam Walton:
“There’s absolutely no limit to
what plain, ordinary working
people can accomplish if they're
given the opportunity and the
encouragement and the incentive

to do their best.”

[ Argentina
Bl

Wal-Mart Stores Division

(includes Supercenters)
Sales: $66.3 billion
Operating Profit: $5 billion

*Before interest, taxes & unallocated comorate overhead

Mexico

JueroRico
CANADA
British Columbia

Maniroba

“New Brunswick

....N_t.'!’_\’_fimn

NU\“ =

. NW Territories
8

Ontario

... Quebec

" Saskarchewan

TOTAL CANADA

GRAND TOTAL

:

g21s

*Includes 3 Superamas, 25 Bodeyss, 4 Aurrenas, 48 Vips and 5 Suburbias

(“Beautiful. Excellent prices.”}

"ME ENCANTA LA ATENCION
DEL PERSONAL"
Laura Palacios
("I fove the attention
from the staff.”)

‘BUENA ATENCION.
BUENOS PRECIOS"
Julio Pisani
("Good service. Good prices."]

“BUENOS PRECIOS Y CAJAS

“GRAN DIFERENCIA

"HAY BUENOS PRECIOS Y “TE DAN GANAS

RAPIDAS" DE PRECIOS" EXCELENTE ATENCION" DE LLEVARTE TODO"
Ana de Arias Ruben Garci Jorge Scarone Marcelo Marchioni
(“Good prices and ("Big difference in prices.”) (“Good prices and (“You want to buy everything”)
fast cashiers.”) axcellent service.”)

WALMART
SUPERCENTER

“BARBARO. NO TIENE
COMPETENCIA"

VENDEMOS MAS BARATO. TODOS LOS DIAS. (rabusnse, There's

nothing like it.")



International

The Story of Wal-Mart
Begins Again

Avellaneda, on the outskirts of Buenos Aires,

Argentina, and Rogers, Arkansas,

have something in common. Both are home

to their country’s first Wal-Mart.

But while Sam Walton’s grand opening

celebration in 1962 attracted several hundred

curious shoppers, the scene last November

in Avellaneda was very different.

Thousands lined up outside the
Supercenter in sweltering heat to expe-
rience low prices that were unheard of
in the Argentina retail industry. (In true
Sam Walton fashion, many of the stores
700 associates handed bottled water,
soft drinks and apples to customers
outside.)

“Our new international customers
are showing us how powerful the Wal-

Mart name and culture can be,” says
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Bob L. Martin, president and chief exec-
utive officer of Wal-Mart International.
“The Every Day Low Price promise is
unique and gives us an immediate,
strategic advantage against established
chains in these markets — even when
our operation is only one SAM’S Club
and a Supercenter.”

The story of Wal-Mart is just
beginning in Argentina, Brazil and Asia,
Brazil’s first Supercenter (with joint

venture partner Lojas Americanas)
opened two weeks alter Avellaneda and
set yet another grand opening record.
The first Wal-Mart Supercenter in
Indonesia and the first Supercenter and
SAM'’S Club in China are scheduled to
open in 1996.

In these countries, a “one store at
a time” expansion strategy is ensuring
a [ocused start, From a core of several
well-performing SAM'S Clubs and
Supercenters, Wal-Mart International
can trigger a more aggressive expan-
sion when the opportunity strikes.

Opportunity knocked two years
ago in Canada, when Wal-Mart pur-
chased 122 Woolco stores and imme-
diately became a major retailer there.
The stores were remodeled and the for-
mer Woolco associates were rejuve-
nated, doubling sales per square foot.
After only two years in Canada, Wal-
Mart is profitable and commands more
than a 40% share of the discount retail
market— twice the share that was held
by Woolco.

Operations in Mexico and Puerto
Rico also are profitable. In Mexico,
Wal-Mart’s joint venture with CIFRA
S.A. de C.V. has become the coun-
try’s largest retailer. Wal-Marts and
SAM'S Clubs there are solidly posi-
tioned to reap the rewards of a recov-
ering economy.

“We are on our way to becoming a
global retailer,” Martin says.

Well on the way. Wal-Mart entered
the international market five years ago
by opening stores and clubs in Mexico.
Today, it is the No. 1 retailer north and
south of U.S. borders. And the story is
just beginning in Asia and South

America.

International Division
Sales: $3.7 billion
Operating Loss: $16 million

WAL-MART HAS BEEN AN ECONOMIC
boon to our area, providing good jobs
at competitive wages for many local
residents. The store has also given a
boost to our retail industry by stem-
ming the flow of local citizens who
were leaving the area 1o shop. For
example, Wal-Mart has dramatically
benefited the Wishkah Mall in
Aberdeen — their presence has helped
attract shoppers to the other tenants in
the mall and the increase in shoppers
has prompted a significant investment
in improvements to the mall.

Chuck Gurrad, Mayor
Aberdeen, Washington

WE TOOK MY MOTHER, WHO IS A
senior citizen, to the Wal-Mart in
Tarlock to buy a cordless phone. Linda
Canada was more than willing to help
and share her knowledge and exper-
tise. She was extremely patient in
explaining all the features of the phone
we selected. Our next problem was
programming the memory numbers.
We live over 100 miles away and could
not wait for the 18 hour battery charge.
Linda offered and ended up coming
to my mother’s home, to program the
phone. We really appreciated all the
time and extra effort Linda took with
us. She really went above and beyond
on more than one occasion.

JoAnn and Gene Tognetti
Orangevale, California

ON THE EVENING OF DEc. 21, 1
returned home after work to find that
my house had been broken into. They
stole many personal items and all the
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Christmas presents I had bought for
my [amily. [ was devastated. [ went to
Wal-Mart in Ankeny to try to replace
some of the stolen gifts. With a very
limited budget and only a few hours to
shop, 1 was very stressed and losing
hope of a joyous Christmas. | asked
one of your associates [or help in find-
ing a specific type of blanket. Her
name was Lavina, We could not find
one close to what 1 was looking lor.
Lavina was so wonderful. She com-
forted me and tracked me down in the
store and gave me a $25 gift certifi-
cate to help cover the cost of my gifts.
Then, of all the unbelievable things,
she gave me a beautiful blanket that
she had bought. This wonderful lady
restored my faith in people and helped
restore my Christmas spirit.

Brenda Smuck

Polk City, lowa

And from the Analysts...

“CONSUMERS TODAY ARE SHOPPING
at retailers that provide the best com-
bination of price, convenience, assort-
ment, quality and value. Fulfilling all
of these requirements, the Supercenter
concept is currently being heralded as
the retail concept of the 1990s, the
major retail story of the 1990s, and
retailing’s major growth vehicle of the
1990s. Is this an exaggeration? We
think not...by the year 2000 (and prob-
ably sooner), we expect Wal-Mart to
account for 60% or more of all
Supercenter volume and, as such, Wal-
Mart should be the dominant

Supercenter factor not only in the
United States but also in the world.”
Donald T Spindel,

A.G. Edwards &Sons, Inc.

January, 1996

WE BELIEVE THE WAL-MART
Supercenter is the most exciting retail-
ing concept on the landscape at this
juncture. Wal-Mart has created the
most successlul general merchandise
endeavor in the history of retailing,
and by layering on food, it is creating
the potentially most important one-
stop shopping experience ever.

Margaret A Gilliam, CFA
CS First Boston
December; 1995

BASED ON AN ANTICIPATED IMPROVED
retailing environment in 1996, addi-
tional market share gains by the dis-
count store division, continued
improvement at the SAM'S Clubs divi-
sion, and the aggressive expansion of
the Supercenter division, we look for
another strong gain in earnings per
share in 1996.

Jeffrey M. Feiner, CFA
Salomon Brothers
November; 1995

WAL-MART CONTINUES TO INVEST IN
technology leadership. Describing its
advantages over competitors does not
do justice to the extent that Wal-Mart’s
technological advantages give it in
stock positions, assortment, labor
scheduling, distribution and mer-

chandising-by-store.
Gary Balter

Donaldson, Lufkin & Jenrette
October; 1995
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AV Lhvision
Sales: $19.1 billion
Operating Profit: $800 million

“WE'RE REFOCUSING
THE MEMBERSHIP
WAREHOUSE
CONCEPT, THE PRICES
ARE SPECTACULAR
AND THE
MERCHANDISE 1S
DISTINCT FROM
WHAT CUSTOMERS
WILL FIND AT
WAL-MART.”

—JOE HARDIN

Volume buying: A customer, right,
considers a purchase in a SAM’S Club
at Springdale, Ark., while partner
Tammy Baker, (below) checks
inventories and partner Mike
Belleton, (upper right) stocks shelves.

12 WAL-MART STORES, INC. ANNUAL REPORT

Why do you think they call them
SAM’S Clubs anyway? In a move that
would bring a smile to Sam Walton’s
lips, Wal-Mart’s membership ware-
house division is going back to the
basics with lower prices and more mer-
chandising excitement.

“We're refocusing the membership
warehouse concept,” says Joe Hardin,
president and chief executive officer for
SAM'S Clubs. “The prices are spectacular
and the merchandise is distinct from what
customers will find at Wal-Mart.”

Inventory costs are [alling at the
same time that merchandise variety is
growing. Impossible, you say? Here's
how it works: A SAM'S Club today
stocks 700 fewer items but rotates one-
fourth of its inventory every quarter,
which brings about 1,000 new items
into the club on a regular basis.

The new, slimmed-down assort-
ment of 3,800 items is triggering a wave
of efficiencies and merchandising

Sha

improvements that are adding value to
a SAM’S membership.

Now there is extra room to mer-
chandise products on their own pallet-
sized displays — a proven eye-grabber
that increases sales. And the benefits
go on: The volume increase brings
a lower unit price from the vendor
partner. Restocking the display is as
simple and efficient as rolling in a new
pallet on the forklift.

The sum of these savings creates a
new, lower price point that increases
membership value and member satis-
faction.

Despite the difficult retail envi-
ronment of 1995, SAM’'S Clubs

achieved a double-digit
percentage increase in
operating prolits, which
grew to $800 million.
Membership growth was
strong, and membership
renewal was the healthiest
in three years.

SAM'S strengthened
relationships with busi-
ness members last year.
Merchandise sets were
created for large member
groups such as [oodser-
vice companies. Results
were spectacular: Sales
to foodservice businesses rose almost
15% while visits to the clubs jumped
by 16%. Convenience store operators
and vending companies purchased 19%
and 13% more from SAM'S, respec-
tively, last year.

It's never been easier 10 purchase
from SAM’S. Businesses can save time

a marketing

highlight merchandise
first for SAM'S,

“The thrill of merchandising is
back at SAM'S Clubs," Hardin says.

“Our assortment has never been better

tailored to our members' needs, and the
renewed commitment to the lowest
possible price point on items is defi-

er Focus at
M’S Clubs

by phoning or faxing in their orders:
partners will do the shopping for
them. Niche businesses like day care
centers can order swing sels [rom spe-
cialty catalogs at the clubs. Many clubs
offer early morning hours that meet the
needs of caterers and other early risers.
A new SAM'S Club credit program lets
members charge purchases using their
membership card.

This year, Advantage members will
notice irresistible rock-bottom prices
on the everyday items they need, which
is a new merchandising strategy that
will bring families into the clubs more
often. SAM'S Club also plans to mail
newsletters to Advantage members to

nitely being noticed and appreciated by
our members."

SAM'S Club sales this year should
top $20 billion, which would easily
rank the division among the top 50 cor-
porations in America if SAM'S were a
stand-alone company,

“SAM'S Clubs has the strongest
buying power in our industry because
of the relationship with Wal-Mart,” says
Hardin. “This gives us an important
advantage over other clubs and even
category killers.”

Hardin recognizes that this advan-
tage is meaningless without the right
game plan and execution, and he’s con-
fident SAM'S Club has it.

WAL-MART STORES, INC. ANNUAL REPORT 13




WAL-MART ASSOCIATES, WHO STILL BELIEVE STRONGLY

THAT PEOPLE CAN “MAKE A DIFFERENCE,  ARE THE TIES

THAT BIND THE COMPANY TO ITS COMMUNITIES, LARGE

AND SMALL. WHETHER IT’S A LOCAL SCHOLARSHIP,

COMMUNITY GRANT, OR ENVIRONMENTAL CONTRIBUTION,

IT IS INDIVIDUAL ASSOCIATES AND ASSOCIATE GROUPS
WHO DECIDE HOW TO UTILIZE THE WAL-MART
FOUNDATION TO BENEFIT THEIR COMMUNITIES.
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COMMUNITY SUPPORT

Even Wal-Mart’s reputation as the
largest corporate donor to the Children’s
Miracle Network Telethon is the result of
thousands o yeiates collecting dimes
and dollars throughout the country in
locally based efforts to help children with
life-threatening diseases.

“If there is a constant to our com-
munity involvement, it is that we encour-
age all of our Associates to be active in
their communities and empower the
store managers to disburse charitable
funds to their communities. So when
Wal-Mart is helping a community, it’s
Wal-Mart the store and the Associates ol
those stores,” says Don Soderquist, Wal-
Mart vice chairman and chiefl operating

officer,

On the Green Scene

One example of community support
is the way Wal-Mart has responded to

omers’ concerns about the environ-
ment by stepping up its commitment Lo
each store community.

Associates across the country roll up
their sleeves and get involved in local
clean-up efforts. Wal-Mart stores and
SAM'S Clubs designate a “Green Coordi-
nator” to spearhead these initiatives and
ensure that the store is being responsive
to the “green” needs specific to its com-
munity. The Green Coordinators do
everything from overseeing adopt-a-
highway projects to organizing educa-
tional field trips and the planting of trees
and flowers. Some stores establish recy-
cling programs by putting bins in park-
ing lots to assist local recycling centers.
In 1995, these store activities were sup-

FROM

plemented by more than $1 million in
environmental grants from Wal-Mart.

Wal-Mart is always on the loc
[or better ways to build and operate its
stores and save energy.

The company completed its third
environmental demonstration store in
City of Industry, Calif., this year. At this
store, a unique combination of solar
power, skylights and an efficient heat-
ing/cooling system enables the all-elec-
tric store to use
half the energy of

. . DANIEL STRATMAN,
a typical retail | cyn poste cnip v 1993

store. The savings | “Children’s Miracle Network
has been a light in our life

are enough to
. & I encourage the Wal-Mart

power 200 houses | associates that their hard

for one year and | M/ S0 md A
/ in kids' lives." — Susan

dramaticall y | Stratman, Daniel’s mother

reduce normal

pollution levels.

Helping Education
Wal-Mart also
recognizes the need
for a well-trained,
well-educated work
for
“We support
communily
members’ edu- [ Naney Bean

cational [)lll‘."-?llil“a ASSOCIATE, ST, CHarLEs, Moy

“I enjoy helping organiza-
tions in the community,
arships and con- | knowing that the money
we raise will help kids in
the community.”

through schol-

tributions to
schools,” says
Coleman Peterson, senior vice pres
People Division.

One example of this support is the
Competitive Edge Scholarship Fund.

THE

work does make a difference

GROUND UP

This fund was created by Sam Walton
four years ago 1o help defray the cost of
a college education in science and tech-
nology — two fields that Wal-Mart con-

s important for America’s long-term
competitiveness.

Today, more than 420 college stu-
dents at 143 educational institutions
have received four-year, $20,000 schol-
arships. Thanks to vendor partners who

contribute to the fund, and the sale of

June Day

ASSOCIATE, JAY, OKLA,

“We work together with our
community so that they come
to us when they need us. They
know we will help them.”
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Sam’s American Choice products, it has
grown from $1.6 million in 1992 10 $3.6
million in 1995, million.

Wal-Mart stores also award sep-
arate $1,000 scholarships to college-
bound high school seniors in their

communites.

Nurturing Community Growth
“Associates have a real stake
in the improvement of life in their
neighborhoods,” Peterson says.
“Its the right thing to do, but its
also consistent with one of our
basic business principles, putting | HerNan Ravirez
UCLA STUDENT

customers first, because our cus- .
“Wal-Marts Competitive

tomers benefit as we improve our | Edge Scholarship goes a
long way in helping me

communities.” :
o secure my jll{“l'l.‘.

Wal-Mart stores and SAM'S

Clubs can work with local leaders

to apply for a Wal-Mart Economic for deserving
Development Grant. These grants are
used to fund special projects that help
towns attract new businesses and create

new jobs. Wal-Mart Associates also are

generous contributors to the United Way  City organized a charity softball game
with contributions last year totaling $9.6  against the New York Giants football

team to benefit the Multiple Sclerosis

Associates participate in fundraisers  Association. SAM'S Club #8165 in Sioux

Falls also has been busy. The

Lisa Seay

ki o A Associates held a fashion show,

candy and bake sales, and a chili
supper to raise $4,200 for the

Make-A-Wish Foundation.

“We're a family. Its the best
way to work together to
make the best community
even stronger: As Wal-Mart
assoclates, we are all
connected to the community.”

| B

Recognizing People
Making A Difference

“Being a good neighbor
requires a broad-based commit-
ment to the community,”says
Suzanne Allford, senior vice pres-
R ident, Marketing and Adminis-
tration for SAM'S Clubs. “We work

hard to offer the human and finan-

el

cial resources to help solve com-

munity problems. But it's our

local, non-profit organizations. SAM'S  Associates and Partners, not the Home
Club #6408 in Santa Fe sponsored a car  Office, who drive these programs and,
show to raise $9,400 for Santa Fe Special  in the process, serve their families, their
Olympics, SAM'S Club #8144 in Atlantic communities, and their customers.”

CODE * ADAM : Protecting Our Children

As the parent of a child who was tragically lost in an
abduction and murder; I know how difficult it can be to deal
with that loss and how important it is to address child safety.
I give Wal-Mart a lot of credit for dealing with one of the most
frightening aspects of child abduction. What happens when
your child is missing during an outing in a public place?

Wal-Mart has a unique child safety measure that they
named in tribute to my son Adam, who was abducted from a
shopping mall and mwdered in 1981. It5 called Code: Adam.
All Wal-Mart stores issue a Code: Adam announcement over
the public address system when a parent reports a missing
child. A brief description of the child is provided to all
Associates, who immediately stop their regular work to look
for the child, Store personnel also monitor all exits to ensure
that the child does not leave the store. Within 10 minutes, the
store will notify the local police department for assistance if
the child is not found, or if the child is accompanied by
someone other than a parent or guardian.

[ am deeply touched that Wal-Mart has named this
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important safety program after my beautiful son.

The program works. In Crawfordsville, Ind., Code:
Adam helped prevent the attempted abduction of a three-year-
old girl by a convicted child abductor; and it continues to
return thousands of children to their parents. Approximately
750 Code: Adam announcements are issued in Wal-Mart
stores each week. Often, a child has simply wandered away
from his parents and into the toy department. But in every
case, its a reassuring program for any parent.

Wal-Mart has provided instructions to other retailers on
how this safety measure can be implemented. 1 commend Wal-
Mart for what they're doing, and I wish every retailer in the
United States would institute a program
like Code: Adam.

2wkl

_John Walsh

National advocate for crime
victims and host of “Americas
Most Wanted”

WAL-MART ANNOUNCES
NEW SHAREHOLDER

Wal-Mart Associates have for years
enjoyed the benefits of purchasing
shares of Wal-Mart stock directly
through the company and auto-
matically reinvesting the dividends
in additional shares. The company
has developed a similar program
for all current and future share-
holders and expects to receive reg-
ulatory approval shortly.

Under this new program, anyone
who receives a dividend check
directly from the company will be
automatically eligible to participate
in the NO COST dividend reinvest-
ment plan and will receive program
materials and enroliment forms in
the mail. Non-shareholders as well
as shareholders holding their stock
certificates through a broker may
request information by calling
1-800-438-6278 (800-GET-MART).

Participants will be able to pur-
chase shares of Wal-Mart stock
through the direct purchase plan,
and non-shareholders may join the
plan with an initial cash invest-
ment of as little as $250. Stock
purchases of $50 or more ($25 if
sent electronically) may be made
at any time up to a maximum of
$150,000 annually. Each buy and

sell transaction will have a small
fee but significantly below what it
would cost to purchase or sell
through a broker. This type of pro-
gram is ideal for the small investor
who might otherwise avoid mak-
ing small stock purchases because
of brokerage fees.

Chairman of the Board Rob Walton
comments, “Dividend reinvestment
and direct purchase have been the
most requested services from our
shareholders but have always been
cost-prohibitive. Now we have an
economical solution for both share-
holders and the company.”

Other features of the program
include: Share safekeeping at no
cost; shares can be transferred or
gifts of common stock can be
made through the plan at no cost;
and statements are available list-
ing all year-to-date transactions.

Value for the customer has always
been Wal-Mart’s mission. Once
the program has been approved,
shareholders can enjoy the value
of these low-cost services.

Watch for future announcements
regarding this new program.

> 1
Position ol Wal-Mart as a retailer

> 113
Pairs ol underwear sold annually in a
Wal-Mart store or SAM'S Club [or every
man, woman and child in America

> 2
Number of seconds between every sale
of a Barbie Doll in a Wal-Mart store

> 5
Pounds of cardboard recycled by
Wal-Mart each year for every man,
woman and child in America

> 12
Position of Wal-Mart among largest
companies in the world (measured in
revenue)

> 33
Percentage of Wal-Marts U.5. market
share of Barbie Dolls and coflfee [ilters
sold in a year

> 34
Number of merchandise bags used in
Wal-Mart stores per year for every man
woman and child in America.

» 50
Number of U.S. states in which
Wal-Mart operates!

> 241
Number of Wal-Marts in Texas
(including Supercenters)

» 307
Dollars of sales per total square feet in
Wal-Mart stores and SAM'S Clubs

> 360
Dollars spent in Wal-Mart per year for
every man, woman and child in America.

> 2,234
Number of Wal-Mart stores in the LS
(including Supercenters)

> 35,561
Trailer loads of Ol' Roy dog food
annually shipped

> 675,000
Number of the BEST ASSOCIATES in
the world!

» 2,550,000
Number of bicycles sold each year by
Wal-Mart

» 60,000,000
Approximate number of customers
visiting a Wal-Mart each week

» 227,592,400
Number of clothes pins sold each year
by Wal-Mart

» 600,000,000
Number of cans of Sam's Choice
beverages sold annually

» 1,851,000,000
Number of coffee filters sold by
Wal-Mart each year

» 2,293,000,000
Number of Wal-Mart shares
outstanding

All totals are as of January 31, 1996
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11-YEAR FINANCIAL SUMMARY

(Dollar amounts in millions except per share data) 1996 1995 1994
Operating Results
Net sales $93.627 $82,494 $67,344
Net sales increase 13% 22% 21%
Comparative store sales increase 4% 7% 6%
Other income — net 1,122 918 641
Cost of sales 74,564 65,586 53,444
Operating, selling, and general and administrative expenses 14,951 12,858 10,333
Interest costs:

Debt 692 520 331

Capital leases 196 186 186
Provision for income taxes 1,606 1,581 1,358
Net income 2,740 2,681 2333
Per share of common stock:

Net income 1.19 1.17 1.02

Dividends .20 B i 13
Financial Position
Current assets $17,331 $15,338 $12,114
Inventories at replacement cost 16,300 14,415 11,483
Less LIFO reserve 311 351 469
Inventories at LIFO cost 15,989 14,064 11,014
Net property, plant, and equipment and capital leases 18,894 15,874 13,176
Total assets 37,541 32.819 26,441
Current liabilities 11,454 9,973 7,406
Long-term debt 8,508 7871 6,156
Long-term obligations under capital leases 2,092 1.838 1,804
Shareholders' equity 14,756 12,726 10,753
Financial Ratios
Current ratio 1.5 | 1053 1.6
Inventories/working capital 2.7 26 23
Return on assets™® 8.3% 10.1% 11.3%
Return on shareholders’ equity* 21.5% 24.9% 26.6%
Other Year-End Data
Number of domestic Wal-Mart Stores 1,995 1,985 1,950
Number of domestic Supercenters 239 147 2
Number of domestic SAM’S Clubs 433 426 417
International units 276 226 24
Average Wal-Mart store size 91,100 87,600 83,900
Number of associates 675,000 622,000 528,000
Number of shareholders of record 244,483 250,286 257,946

*On beginning of year balances.
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1993 1992 1991 1990 1989 1988 1987 1986
$55,484 $43,887 $32,602 $25,811 $20,649 $15,959 $11,909 $8,451
26% 35% 26% 25% 29% 34% 41% 32%
11% 10% 10% 11% 12% 11% 13% 9%
501 403 262 175 137 105 85 53
44,175 34,786 25,500 20,070 16,057 12,282 9,053 6,361
8,321 6,684 5,152 4,070 3,268 2,599 2,008 1,485
143 113 43 20 36 25 10 #
180 153 126 118 99 89 76 55
1,171 945 752 632 488 441 396 276
1,995 1,609 1,291 1,076 838 628 451 327
87 70 a7 48 37 .28 .20 % )
1 .09 .07 06 .04 .03 .02 .02
$10,198 $ 8,575 $ 6,415 $ 4713 $ 3,631 $ 2.905 $ 2,353 $1,784
9,780 7,857 6,207 4,751 3,642 2,855 2,185 1,528
512 473 399 323 291 203 154 140
9,268 7,384 5,808 4428 3,351 2,652 2,031 1,388
9,793 6,434 4,712 3,430 2,662 2445 1,676 1,303
20,565 15443 11,389 8,198 6,360 5,132 4,049 3,104
6,754 5,004 3,990 2,845 2,066 1,744 1,340 993
3,073 1,722 740 185 184 186 179 181
1,772 1,556 1,159 1,087 1,009 867 764 595
8,759 6,990 5,366 3,966 3,008 2,257 1,690 1,278
1.5 1.7 1.6 &7 1.8 B 1.8 1.8
20 23 2.4 24 2.1 2.3 2.0 1.8
12.9% 14.1% 15.7% 16.9% 16.3% 15.5% 14.5% 14.8%
28.5% 30.0% 32.6% 35.8% 37.1% 37.1% 35.2% 33.3%
1,848 1,714 1,568 1,399 1,259 1. 114 980 859
34 10 9 6 3 2
256 208 148 123 105 84 49 23
10
79,800 74,700 70,700 66,400 63,500 61,500 59,000 57,000
434,000 371,000 328,000 271,000 223,000 183,000 141,000 104,000
180,584 150,242 122 414 79,929 80,270 79,777 32,896 21,828
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Results of Operations

Revenues
Sales for the three fiscal years ended January 31, and the
respective total and comparable store percentage increases

over the prior year were:

Total Comparable
Fiscal Sales Company Store
Year (in millions) Increases Increases
1996 $93,627 13% 4%
1995 82,494 22% 7%
1994 67,344 21% 6%

The sales increase of 13% in fiscal 1996 compared with fiscal
1995 was attributable to the Company’s expansion program
and comparative store sales increases of 4%. Expansion for
fiscal 1996 included the opening of 92 Wal-Mart stores, 92
Supercenters (including the conversion of 80 Wal-Mart
stores), 9 SAM'S Clubs and 50 International units.
International sales accounted for approximately 2.1% of the
sales increase with the remainder primarily attributed to
Wal-Mart stores and Supercenters. SAM'S Clubs sales as a
percentage of total sales decreased from 22.9% in fiscal 1995
to 20.4% in fiscal 1996.

The sales increase of 22% in fiscal 1995 compared with
fiscal 1994 was attributable to the Company’s domestic expan-
sion of 109 Wal-Mart stores, 75 Supercenters (including the
conversion of 69 Wal-Mart stores), and 21 SAM’S Clubs; com-
parative store sales increases of 7%; and the entry into the
Canadian market through the purchase of 122 stores from
Woolworth Canada, Inc., a subsidiary of Woolworth
Corporation. SAM’S Clubs sales as a percentage of total sales
increased by 1.1%, part of which was attributable to the PACE
units acquired in the fourth quarter of fiscal 1994. Canadian
store sales accounted for 1.5% of total sales in fiscal 1995.

New Operating Locations 1996 1995 1994
Domestic units

New Wal-Mart stores 92 109 141
New Supercenters 12 6 1
Wal-Mart stores relocated or expanded to Supercenters 80 69 37
New SAM'S Clubs 9 21 63
Acquired PACE Clubs 99
Total new domestic units 193 205 341
International units

Acquired Canada Woolco stores 122

Other new international units 50 80 14
Total new international units 50 202 14
Total new units 243 407 355
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Costs and Expenses

Cost of sales as a percentage of sales increased .1% in both
fiscal 1996 and fiscal 1995 when compared to the preceding
year. The change in fiscal 1996 is comprised of an increase of
approximately .3% due to a larger percentage of consolidated
sales from departments within Wal-Mart stores which have
lower markon percents, and to the Company’s continuing
commitment to always providing low prices. This increase is
offset because the SAM'S Clubs comprised a lower percentage
of consolidated sales in 1996 at a lower contribution to gross
margin than the stores. The increase in fiscal 1995 is primarily
due to a larger percentage of consolidated sales attributable to
SAM'S Clubs resulting in part {rom the addition of the PACE
Clubs. The cost of sales in SAM'S Clubs is significantly higher
as a percentage of sales than in Wal-Mart stores due to a lower
markon on purchases.

Operating, selling, and general and administrative
expenses as a percentage of sales increased .4% and .2%,
respectively, in each of the last two fiscal years when com-
pared to the previous year. Approximately .2% of the increase
in fiscal 1996 was due to increases in payroll and related bene-
fit costs. The remainder of the increase resulted primarily from
a lower percentage of sales attributable to SAM’S Clubs and a
higher percentage of sales auributable to international opera-
tions. SAM'S Clubs operating, selling, and general and admin-
istrative expenses as a percentage of sales are lower than the
Wal-Mart stores and Supercenters while international expenses
are slightly higher. The increase in fiscal 1995 was primarily
attributable to the acquisition of the Canadian stores and
higher payroll and related benefit costs.

Statement of Financial Accounting Standard (SFAS) No.
121 “Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to be Disposed Of” was issued in March
1995. The statement requires entities to review long-lived

assets and certain intangible assets in certain circumstances,

and if the value of the assets is impaired, an impairment loss
shall be recognized. This statement will be effective f{or the
Company's fiscal year ending January 31, 1997, The
Company’s existing accounting policies are such that this pro-
nouncement will not have a material effect on the Company’s
financial position or results of operations.

“Accounting [or Stock-Based Compensation,” SFAS No.
123, was issued in October 1995 and will be effective for the
Company's fiscal year ending January 31, 1997. The statement
relates to the measurement of compensation o stock options
issued to employees. The statement gives entities a choice of
recognizing related compensation expense by adopting a new
fair value method determination or to continue to measure
compensation using the former standard. If the former stan-
dard for measurement is elected, SFAS No. 123 requires sup-
plemental disclosure to show the effects of using the new
measurement criteria. The Company intends to continue using
the measurement prescribed by the [ormer standard, and
accordingly, this pronouncement will not have an effect on the
Company’s financial position or results of operations.

Interest Cost

Interest cost increased in fiscal 1996 and 1995 due to increased
indebtedness and increased average short-term borrowing
rates in each of the years. The increased indebtedness is due to
the Company’s expansion program. See Note 2 of Notes to
Consolidated Financial Statements for additional information

on interest and debt.

Income Taxes

The effective income tax rate was 37.0% and 37.1% in fiscal
1996 and 1995 respectively. See Note 4 of Notes to
Consolidated Financial Statements for additional information
on income taxes.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Liquidity and Capital Resources

Cash Flow Information

Cash flow provided from operations was $2.4 billion in fiscal
1996. These funds combined with long-term borrowings of
$1 billion and net short-term borrowings of $.7 billion were
used to finance capital expenditures of $3.6 billion, to pay
dividends, provide working capital, and to fund the operation

ol subsidiaries.

Borrowing Information

The Company had committed lines of credit of $1,900 million
and informal lines totaling an additional $2,450 million with
35 banks which were used to support short-term borrowing
and commercial paper. These lines of credit and their antici-
pated cyclical increases will be sufficient to finance the sea-
sonal buildups in merchandise inventories and interim
financing requirements for stores developed with sale/lease-
back or other long-term financing objectives.

Favorable debt market conditions combined with the
Company’s ability to generate significant cash flows [rom
operations have allowed the Company to aggressively expand
during the past three years. In fiscal 1996, the Company bor-
rowed $1 billion at interest rates ranging from 6 1/8% to 7%
for terms of three to seven years. Although the Company has
borrowed to support the expansion, debt and equity have
increased proportionately during the past three years. The
Company'’s debt (including obligations under capital leases) to
equity ratio was .74:1 at the end of fiscal 1996 compared to
.77:1 and .75:1 at the end of fiscal 1995 and 1994, respec-
tively. In view of the Company’s significant working capital, its
consistent ability to generate working capital from operations
and the availability of external financing, the Company fore-
sees no difficulty in providing funds necessary to fulfill its
working capital needs and to finance its estimated $3.5 billion
capital expansion plan in fiscal 1997.
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Foreign Currency Translation

The Company has operations in Puerto Rico, Canada, and
Argentina, and through joint ventures in Mexico and Brazil.
All foreign operations are measured in their local currencies
with the exception of Brazil, operating in a highly inflationary
economy, which reports operations using U.S. dollars. All for-
eign operations as a group are insignificant to the Company's
consolidated results of operations and financial position. The
foreign currency translation adjustment of $412 and $256 mil-
lion in fiscal 1996 and 1995, respectively, is primarily due to
operations in Mexico. In fiscal 1995 the value of the peso
dropped significantly in relation to the dollar and continued to
decline in fiscal 1996, The Company continues to evaluate
strategies to minimize the financial risk of currency devalua-
tion, Although exposure to this risk exists, any further devalu-
ation of the peso or other currencies should not significantly
impact the Company’s consolidated operations or financial

position.

Expansion

Domestically, the Company plans to open 60 to 70 new Wal-
Mart stores, and 100 to 110 Supercenters. Approximately 90
of the Supercenters will come from relocations or expansions
of existing Wal-Mart stores. The Company also plans to open
10 new SAM'’S Clubs and three distribution centers,
International expansion includes 25 to 30 new Wal-Mart
stores, Supercenters, and SAM'S Clubs in Argentina, Brazil,
Canada, China, Indonesia, Mexico and Puerto Rico.

Total capital expenditures for 1997 are not expected to
exceed $3.5 billion. The Company plans to primarily finance
expansion with operating cash flows. The Company may also
provide for cash needs through short-term borrowings backed
up by the credit lines discussed above and also may sell
$751 million of public debt utilizing shelf registration state-
ments previously filed with the Securities and Exchange

Commission to provide for other cash needs.

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in millions except per share data)

Fiscal years ended January 31, 1996 1995 1994
Revenues:
Nel sales $93,627 $82 494 $67,344
Other income — net 1,122 918 641
94,749 83412 67,985
Costs and Expenses:
Cost of sales 74,564 65,586 53,444
Operating, selling, and general
and administrative expenses 14,951 12,858 10,333
Interest Costs:
Debt 692 520 331
Capital leases 196 186 186
90,403 79,150 64,294
Income Before Income Taxes 4,346 4,262 3,601
Provision for Income Taxes:
Current 1,530 1.572 1,325
Deferred 76 9 33
1,606 1,581 1,358
Net Income $ 2,740 $ 2,681 $ 2,333
Net Income Per Share $ 1.19 & AT $ 1.02
See accompanying notes
Net Income
(Millions of Dollars)
2,681 2,740
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CONSOLIDATED BALANCE SHEETS

(Amounts in millions)

January 31, 1996 1995
Assets
Current Assets:
Cash and cash equivalents $ 83 $ 45
Receivables 853 900
Inventories:
Al replacement cost 16,300 14,415
Less LIFO reserve 311 351
Inventories at LIFO cost 15,989 14,064
Prepaid expenses and other 406 329
Total Current Assets 17,331 15,338
Property, Plant, and Equipment, at Cost:
Land 3,559 3,036
Buildings and improvements 11,290 8,973
Fixtures and equipment 5,665 4,768
Transportation equipment 336 313
20,850 17,090
Less accumulated depreciation 3,752 2,782
Nel property, plant, and equipment 17,098 14,308
Property under capital leases 2,476 2,347
Less accumulated amortization 680 581
Net property under capital leases 1,796 1.566
Other Assets and Deferred Charges 1,316 1.607
Total Assets $37,541 $32,819
Liabilities and Shareholders’ Equity
Current Liabilities:
Commercial paper $ 2,458 $: 1,795
Accounts payable 6,442 5,907
Accrued liabilities 2,001 1,819
Accrued federal and state income taxes 123 365
Long-term debt due within one year 271 25
Obligations under capital leases due within one year 69 64
Total Current Liabilities 11,454 9973
Long-Term Debt 8,508 7,871
Long-Term Obligations Under Capital Leases 2,092 1,838
Deferred Income Taxes and Other 731 411
Shareholders’ Equity:
Preferred stock ($.10 par value; 100 shares authorized, none issued)
Common stock ($.10 par value; 5,500 shares authorized, 2,293 and 2,297 issued
and outstanding in 1996 and 1995, respectively) 229 230
Capital in excess of par value 545 539
Retained earnings 14,394 12:213
Foreign currency translation adjustment (412) (256)
Total Shareholders’ Equity 14,756 12,726
Total Liabilities and Shareholders’ Equity $37,541 $32.819

See ACCOMPanying notes.

24 WAL-MART STORES, INC. ANNUAL REPORT

CONSOLIDATED STATEMENTS OF
SHAREHOLDERS’ EQUITY

Foreign
Capital in currency
. Number Common excess of Retained translation
(Amounts in millions except per share data) of shares stock par value earnings adjustment Total
Balance — January 31, 1993 2,300 $230 $527 $ 8,003 $ — $ 8,760
Net income 2,333 2,333
Cash dividends ($.13 per share) (299) (299)
Other (1) 9 (50) (41)
Balance — January 31, 1994 2,299 230 536 9,987 — 10,753
Net income 2,681 2,681
Cash dividends ($.17 per share) (391) (391)
Foreign currency translation adjustment (256) (256)
Other (2) 3 (64) (61)
Balance — January 31, 1995 2,297 230 539 12,213 (256) 12,726
Net income 2,740 2,740
Cash dividends ($.20 per share) (458) (458)
Foreign currency translation adjustment (156) (156)
Other (4) (1) 6 (101) (96)
Balance — January 31, 1996 2,293 $229 $545 $14,394 $(412) $14,756

See Accompanying notes
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CONSOLIDATED STATEMENTS OF CASH FLOWS

{(Amounts in millions)

Fiscal years ended January 31, 1996 1995 1994
Cash flows from operating activities:
Net income $2,740 $ 2,681 $2,333
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 1,304 1,070 849
Increase in accounts receivable (61) (84) (165)
Increase in inventoties (1,850) (3,053) (1,324)
Increase in accounts payable 448 1,914 230
Increase in accrued liabilities 29 496 327
Other (227) (118) (55)
Net cash provided by operating activities 2,383 2,906 2,195
Cash flows from investing activities:
Payments for property, plant, and equipment (3,566) (3,734) (3.644)
Acquisition of assets from PACE Membership Warehouses, Inc. — = (830)
Acquisition of assets [rom Woolworth Canada, Inc. — (352) -
Sale/leaseback arrangements — 502 272
Investment in international operations (57) (434) (198)
Other investing activities 291 226 (86)
Net cash used in investing activities (3.332) (3,792) (4,486)
Cash flows from financing activities:
Increase (decrease) in commercial paper 660 220 (14)
Proceeds from issuance of long-term debt 1,004 1,250 3,108
Dividends paid (458) (391) (299)
Payment of long-term debt (126) 37 (19)
Payment of capital lease obligations (81) (70) (437)
Other financing activities (12) (61) (40)
Net cash provided by financing activities 987 011 2,299
Net increase in cash and cash equivalents 38 25 8
Cash and cash equivalents at beginning of year 45 20 12
Cash and cash equivalents at end of year $ 83 B 45 $ 20
Supplemental disclosure of cash flow information:
Income tax paid $ 1,785 $ 1,390 $ 1,366
Interest paid 866 658 450
365 193 162

Capital lease obligations incurred

See accompanying notes
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NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS

Summary of Significant
Accounting Policies

Segment information

The Company and its subsidiaries are principally engaged in
the operation of mass merchandising stores located in all 50
states, Puerto Rico, Canada, and Argentina, and through joint
ventures in Mexico and Brazil.

Consolidation

The consolidated financial statements include the accounts of
subsidiaries, Significant intercompany transactions have been
eliminated in consolidation.

Cash and cash equivalents
The Company considers investments with a maturity of three

months or less when purchased to be “cash equivalents.”

Inventories

[nventories are stated principally at cost (last-in, first-out),
which is not in excess of market, using the retail method for
inventories in stores.

Pre-opening costs

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

Interest during construction

In order that interest costs properly reflect only that portion
relating to current operations, interest on borrowed funds during
the construction of property, plant, and equipment is capital-
ized. Interest costs capitalized were $50 million, $70 million,
and $65 million in 1996, 1995, and 1994, respectively.

Depreciation and amortization

Depreciation and amortization for financial statement pur-
poses is provided on the straight-line method over the esti-
mated useful lives of the various assets. For income tax
purposes, accelerated methods are used with recognition of
delerred income taxes for the resulting temporary differences.

Long-lived assets

In March 1995, the Financial Accounting Standards Board
(FASB) issued Statement No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be
Disposed Of, which requires impairment losses to be recorded
on long-lived assets used in operations when indicators of
impairment are present and the undiscounted cash flows esti-
mated to be generated by those assets are less than the assets’
carrying amount. Statement 121 also addresses the accounting
for long-lived assets that are expected to be disposed of. The
Company will adopt Statement 121 in the first quarter of 1997
and, based on current circumstances, does not believe the

effect of adoption will be material.

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

Net income per share

Net income per share is based on the weighted average out-
standing common shares. The dilutive elfect of stock options
is insignificant and consequently has been excluded from the
earnings per share computations.

Stock options

Proceeds from the sale of common stock issued under the
stock option plans and related tax benefits which accrue to
the Company are accounted for as capital transactions, and
no charges or credits are made to income in connection with
the plans.

Estimates and assumptions

The preparation of consolidated financial statements in confor-
mity with generally accepted accounting principles requires
management to make estimates and assumptions. These esti-
mates and assumptions alfect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities
at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the report-
ing period. Actual results could differ from those estimates.
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Commercial Paper and
Long-term Debt

Information on short-term borrowings and interest rates is as follows (dollar amounts in millions):

Fiscal years ended January 31, 1996 1995 1994
Maximum amount outstanding at month-end $3,686 $2,729 $2,395
Average daily short-term borrowings 2,106 1,693 1,247
Weighted average interest rate 5.9% 4.4% 3.0%

On January 31, 1996, the Company had committed lines
of credit of $1,900 million and informal lines of credit totaling
an additional $2,450 million with 35 banks, which were used

to support short-term borrowings and commercial paper.

Short-term borrowings under these lines of credit bear interest
at or below the prime rate.
Long-term debt at January 31 consists of

(amounts in millions):

1996 1995

8% Notes due April 2001 $ 750 $ 750
5% Notes due October 2005 750 750
9% Notes due July 2000 500 500
5% Notes due September 1997 500 500
6% Notes due October 1999 500 500
5% Notes due March 1998 500 500
6% Notes due June 2003 500 500
7% Notes due June 2013 500 500
7% Notes due May 2004 500 500
Ti0%-8"%% Obligations from sale/leaseback transactions due 2014 478 484
7% — 8% Obligations from sale/leaseback transactions due 2013 318 322
6% % Notes due May 2002 300 -
6%% Notes due March 2003 250 250
6% Notes due October 2023 250 250
8% Notes due September 2006 250 250
8% Notes due September 2024 250 250
6% Furobond due june 1999 250 250
5% % Eurobond due October 1998 250 250
7% Eurobond due April 1998 250 -
6% Eurobond due November 2000 250 -
6% % * Eurobond due May 2002 200 -
8% Notes due May 1996 - 250
107%% Debentures due August 2000 - 100
Other 212 215

$8,508 $7,871

Long-term debt is unsecured except for $213 million
which is collateralized by property with an aggregate carrying
value of approximately $351 million. Annual maturities of
long-term debt during the next five years are (in millions):

Fiscal years ending Annual
January 31, maturity
1997 $ 271
1998 525
1999 1,025
2000 807
2001 2,065
Therealter 4,086

The Company has agreed to observe certain covenants
under the terms of its note and debenture agreements the
most restrictive of which relates to amounts of additional
secured debt and long-term leases.

The Company has entered into sale/leaseback trans-
actions involving buildings while retaining title to the
underlying land. These transactions were accounted for as
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financings and are included in long-term debt and the
annual maturities schedules above. The resulting obligations
are amortized over the lease terms. Future minimum lease
payments for each of the five succeeding years as of January
31, 1996 are (in millions):

Fiscal years ending Minimum
January 31, Rentals
1997 $§ 72
1998 76
1999 76
2000 104
2001 100
Therealter 1,009

The fair value of the Company’s long-term debt
approximates $8,960 million based on the Company’s current
incremental borrowing rate for similar types of borrowing
arrangements, The carrying amount of the short-term borrow-
ings approximates fair value.

As of January 31, 1996 and 1995, the Company had letters
of credit outstanding totaling $551 and $580 million, respec-
tively. These letters of credit were issued primarily for the pur-
chase of inventory.

The Company has guaranteed the indebtedness of a joint
venture for the development of real estate in Puerto Rico. On

January 31, 1996, the amount guaranteed was approximately
$85 million. The Company does not anticipate any joint ven-
ture defaults.

Under shelf registration statements previously filed with
the Securities and Exchange Commission, the Company may
issue debt securities aggregating $751 million.

Defined
Contribution Plan

The Company maintains a profit sharing plan under which
most full and many part-time Associates become participants
following one year of employment. Annual contributions,
based on the profitability of the Company, are made at the

sole discretion of the Company. Contributions were
$204 million, $175 million, and $166 million in 1996,
1995, and 1994, respectively.

4 Income
Taxes

The income tax provision consists of the following
(in millions):

1996 1995 1994
Current:
Federal $1,342 $1,394 $1,193
State and local 188 178 .132
Total current tax provision 1,530 1,572 1,325
Deferred; 1 .
Federal 61 7
State and local 15 2 32
Total deferred 1ax provision 76 9 33
Total provision for income taxes 51,606 $1,581 $1,358
Items that give rise to significant portions of the deferred
tax accounts at January 31 are as follows (in millions):
1996 1995 1994
Deferred rax liabilities:
Property, plant, and equipment $617 $518 $408
Inventory 135 88 38
Other 19 8 9
Total deferred tax liabilities 771 614 455
Deferred tax assets:
Amounts accrued for financial reporting purposes
not yet deductible for tax purposes 204 230 114
Capital leases 147 114 95
Other 150 33 18
Total delerred tax assets 501 ST 227
Net deferred tax liabilities $270 $237 $228
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A reconciliation of the significant differences between
the effective income tax rate and the federal statutory rate
on pretax income follows:

1996 1995 1994
Statutory 1ax rate 35.0% 35.0% 35.0%
State income taxes, net of federal income tax benefit 3.1 2" 2.4
Other (1.1) (0.6) (0.6)
Effective tax rate 37.0% 37.1% 36.8%

g e

In two unrelated cash transactions during fiscal 1994, the
Company acquired selected assets of PACE Membership
Warehouses, Inc., including the right to operate 107 of PACE’s
former locations, for $830 million, recording $336 million of
goodwill which is being amortized over 25 years.

In fiscal 1995, the Company acquired selected assets
related to 122 Woolco stores in Canada from Woolworth
Canada, Inc., a subsidiary of Woolworth Corporation, for
approximately $352 million, recording $221 million of

leasehold and location value which is being amortized over 20
years, These transactions have been accounted for as purchases.
The results of operations for the acquired units since the dates
of their acquisitions have been included in the Company's
results. Pro forma results of operations are not presented due to
insignificant differences from the historical results.

6 Stock

Option Plans

At January 31, 1996, 75 million shares of common stock were
reserved for issuance under stock option plans. The options

granted under the stock option plans expire 10 years from the
date of grant. Options granted prior to November 1995 may

be exercised in nine annual installments. Options granted after
November 1995 may be exercised in seven annual installments.
Further information concerning the options is as follows:

Option price
Shares per share Total
Shares under option
January 31, 1993 14,464,000 $ 1.43-30.82 $234,860,000
Options Granted 3,550,000 25.00-27.25 90,377,000
Options Cancelled (803,000) 1.43-30.82 (17,325,000)
Options Exercised (1,335,000} 1.43-30.82 (9,664,000}
January 31, 1994 15,876,000 1.43-30.82 298,248,000
Options Granted 4,125,000 21.63-26.75 95,689,000
Options Cancelled (1,013,000) 1.43-30.82 (23,127,000)
Options Exercised (1,019,000) 2.08-27.25 (7,829,000)
January 31, 1995 17,969,000 2.78-30.82 362,981,000
Options Granted 7,114,000 23.50-24.75 167,959,000
Options Cancelled (1,953,000) 3.75-30.82 (43,873,000)
Options Exercised (1,101,000) 2.78-25.38 (9,678,000)
January 31, 1996 22,029,000 $ 2.78-30.82 $477,389,000
(5,011,000 shares exerciseable)
Shares available [or option
January 31, 1995 58,107,000
January 31, 1996 52,946,000
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Long-term
Lease Obligations

The Company and certain ol its subsidiaries have long-term
leases for stores and equipment. Rentals (including, for certain
leases, amounts applicable to taxes, insurance, maintenance,
other operating expenses, and contingent rentals) under all

operating leases were $531 million in 1996, $479 million in
1995, and $361 million in 1994. Aggregate minimum annual
rentals at January 31, 1996, under non-cancelable leases are as

follows (in millions):

Fiscal Operating Capital
years leases leases
1997 $ 382 $ 263
1998 417 285
1999 358 284
2000 343 282
2001 317 279
Therealter 3,117 3,087
Total minimum rentals $4,934 4,480
Less estimated executory costs 83
Net minimum lease payments 4,397
Less imputed interest at rates ranging from 6.1% to 14.0% 2,236
Present value of minimum lease payments $2,161

Certain of the leases provide for contingent additional rentals
based on percentage of sales. Such additional rentals
amounted to $41 million, $42 million, and $27 million in
1996, 1995, and 1994, respectively. Substantially all of the
store leases have renewal options for additional terms from
five to 25 years at comparable rentals.

The Company has entered into lease commitments
for land and buildings for 34 future locations. These 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 con-
summated based on current cost estimates, will approximate
$32 million annually over the lease terms.

8 Quarterly Financial
Data (Unaudited)

Quarters ended

Amounts in millions (except per share information) April 30, July 31, October 31, January 31,
1996

Net sales $20,440 $22.723 $22913 $27,551
Cost of sales 16,196 18,095 18,176 22,097
Net income 553 633 612 942
Net income per share $ 24 $ .28 $ $ M
1995

Net sales $17,686 $19,942 $20,418 $24,448
Cost of sales 14,063 15,960 16,201 19,362
Net income 498 565 588 1,030
Net income per share 5 22 $ 25 $ .26 $ 45
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REPORT OF
INDEPENDENT AUDITORS

RESPONSIBILITY FOR
FINANCIAL STATEMENTS

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

¢ have audited the accompanying consolidated
balance sheets of Wal-Mart Stores, Inc., and
Subsidiaries as of January 31, 1996 and 1995, and the
related consolidated statements of income, shareholders’
equity, and cash flows for each of the three years in the period
ended January 31, 1996. These financial statements are the
responsibility of the Company's management. Our responsibil-
ity is to express an opinion on these financial statements based
on our audis.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evi-
dence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting
principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement pre-
sentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated finan-
cial position of Wal-Mart Stores, Inc. and Subsidiaries at
January 31, 1996 and 1995, and the consolidated results of
their operations and their cash flows for each of the three years
in the period ended January 31, 1996, in conformity with gen-
erally accepted accounting principles.

Sanet ¥ Mn?

Tulsa, Oklahoma
March 25, 1996
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he 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 state-
ments have been prepared in conformity with generally
accepted accounting principles, applying certain estimates and
judgments based upon currently available information and
management’s view of current conditions and circumstances.

Management has developed and maintains a system of
accounting and controls, including an extensive internal audit
program, designed to provide reasonable assurance that the
Company's assels are protected from improper use and that
accounting records provide a reliable basis for the preparation
of financial statements. This system is continually reviewed,
improved, and modified in response to changing business con-
ditions and operations and to recommendations made by the
independent auditors and the internal auditors. Management
believes that the accounting and control systems provide rea-
sonable assurance that assets are safeguarded and financial
information is reliable.

The Company has adopted a Statement of Ethics to guide
our management in the continued observance of high ethical
standards ol honesty, integrity and fairness in the conduct of
the business and in accordance with the law. Compliance with
the guidelines and standards is periodically reviewed and is
acknowledged in writing by all management associates.

The Board of Directors, through the activities of its Audit
Committee consisting solely of outside Directors, participates
in the process of reporting financial information. The duties of
the Committee include keeping informed of the financial con-
dition of the Company and reviewing its financial policies and
procedures, its internal accounting controls, and the objectiv-
ity of its financial reporting. Both the Company's independent
auditors and the internal auditors have [ree access to the Audit
Committee and meet with the Committee periodically, with
and without management present.

SR mang 2

John B. Menzer
Executive Vice President and Chief Financial Officer
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July 31 27.50 23.00 25.88 22,75 July 10 0.0500 July 8 0.0425
October 31 26.00 21.63 26.00 22.75 October 3 0.0500 October 3 0.0425
January 31 24.75 19.25 24.13 20.88 January 5 0.0500 January 5 0.0425
Trustees
5%%, 5'4%, 6%%, 6°%%, 6'%%, Obligations from Sale/Leaseback Participating Mortgage Pass Through Certificates

6°4%, 7'4%, 8%, 8'4%, 8%%
Notes, and $107,000,000 of the
Mortgage Notes:

First National Bank

of Chicago

One First National Plaza

Suite 126

Chicago. lllinois 60670

9%% Notes:

Harris Trust and
Savings Bank

111 West Monroe Street
Chicago, llinois 60690

Transaction (Wal-Mart Retail
Trust 1, 11, 1I1);

State Street Bank & Trust
Company of Connecticit
750 Main Street

Suite 1114

Hartford, Connecticut 06103

5%% Eurobonds:

Royal Bank of Canada

71 Queen Victoria Street
London, England EC4V4DE
United Kingdom

6':%, 6%, 6'4% Eurobonds:
First National Bank of Chicago
First Chicago House

90 Long Acre

London, England WC2E9RB
United Kingdom

Certificates 1 & 11:
Boatmen’s Trust Company
510 Locust Street

P.C. Box 14737

St. Louis, Missouri 63178

Pass Through Certificates
1992-A-1-7.49%

First Security Bank

of Utah, N.A.

Corporate Trust Department
79 South Main Street

P.Q. Box 30007

Salt Lake City, Utah 84130

1992-A-2-8.07%

First Security Bank
of Idaho, N.A,

1119 North 9th Street
Boise, Idaho 83701

Pass Through Certificates
1994-A-1-8.57%
1994-A-2-8.85%
1994-B-1-8.45%
1994-B-2-8.62%

First National Bank

of Chicago

One First National Plaza
Suite 126

Chicago, lllinois 60670
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If you’re a SAM'S CIub“"«:Imnber, you can choo
from more than one hundred t and square feet of
stock at warehouse prices. Iéﬁ'&‘gu_n_._mernbers
save on everything we sell, because ly the finest
name brand mercha in huga ckuanutles and pass

the savings on to you.
SAM'S Club is a UeMe hunt of savings on

S

- i %3 mm office supplies & equlpn;ent ‘auto tires & batteries,

computer equipment, jewelry, fresh produce and

- restaurant supplies & equipment, plus lots of thmgé\\
"' NOT in stock, like cars;boats, travel and more!

Wal-Mart  shareholders automa}ﬂcally qualify for

membership in SAM'S Club, s0 apply today. SAM'S Club, ;

Only members can buy our stock

Use this SAM'S CIUb one-day trial membership card, and

‘Shop a B% SATFS. Club — FREE!

< "&: . see how great the 'savings really are!

Member No ﬁg_m QTS_

Expiration Date: 07/ ?ﬂ9_6_

Membership

Warehouse
FOR BUSINESS & HOME

Annual membership fee of “25° payable upon joining.
One secondary membership available for only *10%

N‘:f




