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CGaempdny Profile

Founded (n 1978 in Atlanta, Georgia, The Home Depot® is the world’s
largest home improvement retailer and ranks among the 20 largest
retailers in the United States. At the close of fiscal 1994, the Company
was operating 340 full-service, warehouse-style stores, 328 in 28 states
in the U.S. and 12 stores in three Canadian provinces.

The average Home Depot store has approximately 103,000 square
feet of indoor selling space, with an additional 20,000-28,000 square feet
of outside garden center including houseplant enclosures. The stores stock
approximately 40,000 to 50,000 different kinds of building materials,
home improvement products and lawn and garden supplies. In addition,
Home Depot stores offer installation services for many products. The
Company employs approximately 70,000 associates.

Retail industry analysts have credited The Home Depot with being
a leading innovator in retailing by combining the economies of scale of
warehouse-format stores with a high level of customer service. The
Company has augmented that concept with a corporate culture that values
decentralized management and decision-making, entrepreneurial innovation
and risk-taking, and high levels of employee commitment and enthusiasm.

Stores serve primarily do-it-yourselfers, although home improve-
ment contractors, building maintenance professionals, interior designers
and other professionals have become increasingly important customers.

The Home Depot has been a publicly held company since 1981. Its
stock is traded on the New York Stock Exchange under the symbol
“HD,” and is included in the Standard & Poor’s 500 Index.
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Ten Year Selected Financial and Operating Highlights

The Home Depot, Ine. and Subsidiaries

Amounts in thousands, except where noted

Statement of Earnings Data

Met sales

Net sales increase — %

Earnings before taxes

Net earnings

Met earnings increase — %

Met earnings per share ($)

MNet earnings per share increase — %
Weighted average number of shares
Gross margin — % to sales

Store selling and operating — % 1o sales
Pre-opening — % to sales

General and administrative — % to sales
Met interest (expense)} income — % to sales
Earnings before taxes — % to sales

Met earnings — % to sales

Balance Sheet Data and Financial Ratios
Total assets

Working capital

Merchandise inventories

Net property and equipment
Long-term debt

Stockholders” equity

Book value per share ($)
Long-term debt to equity — %
Current ratio

Inventory turnover

Return on average equity — %
Statement of Cash Flows Data
Depreciation and amortization
Capital expenditures

Cash dividends per share (£)
Customer and Store Data
MNumber of U.S. states

Number of Canadian provinces
MNumber of stares

Square footage at year-end
Change in square footage — %
Average square footage per store
Number of customer transactions
Average sale per transaction ($)
Number of employees

Other Data
Average total company weekly sales

Weighted average weekly sales per operating store

Comparable store sales increase — % @

Weighted average sales per square foot ($)®

Advertising expense — % to sales
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Message to Our

Preaident and Chief Qperating

. .
You've heard them all...
no matter where we qgo,
we hear the stories. Everyone, il
deemd, bao a tale to tell, an expertence
to share, and a generous thank you for what
we've gi\'un them.

It always begins with, “Guess what
happened to me at The Home Depot ..."

f‘li.l"l.{]_ -IL .'_-'li"\’i'a}-'S comes |J;l{']i I‘IUITIE, rl"h{lt.ﬁ
because the heart and soul of The Home
Depot are the people. We serve customers.
We help our communities grow. We are

never content, we always strive to improve.

Stockholders

_'l1| ad ' Uus

bairman and Chief Excecuteve Officer

We are driven by one common goal, to
gil-'::‘ the customer the best pU.‘:&ﬁihlL’ retail
experience when they enter our stores.
Building relationships with our customers
happens because we are real people, because
we believe in what we're doing, and we believe
in t]ning it wc!”.

In a lot of ways, our philosophies are the
same as those OEIO]}’mpit‘ athletes. Thf_v are
always striving to be number one — pushing,
lj“'o.'ing to do better than II'LD}-' have done
before. These are the same values that we

share at The Home Depot.



We know that one person can make a dif-
ference, and that'’s what is so unique about
our Company. It doesn’t matter where our
associates work in our Company, they can
all make a difference. If we care about our
customers, our communities, our Company
and our associates — in the final analysis, we
should always come out ahead.

These lasting bonds we formed with our

customers propelled us to new milestones of

store growth, merchandising innovations
and strong financial performance.
Our achievements in 1994 propelled us to

our ninth consecutive year of record sales

and earnings, while adding 77 stores, of
which 45 were in 19 new markets across
North America. At fiscal year-end, we
employed nearly 70,000 associates, all of
whom are imbued with making the dream of
atfordable home improvement come true.
Also last year, we became an international
company with our entry into Canada and the
start of our planning to go south to Mexico,
and beyond. At the same time, we looked
within the United States, forming a founda-
tion for future growth with The Home Depot

CrossRoads™ and Expo® Design Centers.

NMumhber of Customer Transactions
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Message to Our Stockholders (continued)

We know that one person can
make a difference, and thats
what s so unique about The
Home f)t.’pf}f . [t doesn’t matter
where our asdsoctates work n
our Company, they can all

.-'?Im(‘::’ (l (){}fﬁ.’f‘fﬂ[‘f.

We grew with our communities, and vol-
unteered for programs such as Habitat for
Humanity and Christmas in April. Our con-
tinual commitment to serve the cities and
towns in which we live is a special source
of pride for us.

Looking ahead, we are better prepared
than ever to maintain our growth rate, seize
opportunities, overcome obstacles and kick

up a lot of dust.

ham—s

Bernard Marcus
Chairman and Chicf Exccutive Officer

March T, 1925

We plan to open approximately 91 new
stores in fiscal 1995 and relocate approxi-
mately nine others. In every store that
opens, we work hard to give our customers
the same wonderful shopping experiences
that The Home Depot has offered for the
past 15 years.

We will strive to continue to achieve
greater efficiencies and cost savings, apply-
ing cutting-edge technology to improve our
operations and customer service.

Going forward, we pledge to continue to
listen and learn from our associates and our
customers about how to bring that Home
Depot magic to every person who enters
our stores.

Our goal is that every customer will want

to say, “Guess what happened to me at The

Home Depot!”

Arthur M. Blank

Prevident and Chief Operating fficer
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DeSoto, Texao — Forecaoters warned that the tornado
that tore thmugh this middle class comm Lmil_u' was just a
taste of what was to follow. So when Janie Adecock went
outside to survey the damage to her home, all she could
think of was that the worst was vet to come.

“As [ looked at my house, | had this sinking feeling.
How could we fix the damage to our rool and replace shai-
tered windows before more bad weather rolled in?"

She couldn't believe what happened to her while she
was sifting through the debris. A Home Depot truck pulled
up with volunteers from the Duncanville store offering lum-
ber, hammers, gloves and plastic sheeting.

“They said that we had always been good customers
and that they were giving back to the community by donai-
ing materials,” says Mrs. Adcock. "The tears just came
pouring down my cheeks and | sat down and cried.”

She says many of her neighbors would have lost prized
possessions to the ensuing rains had it not been for the
store’s quick response and donated materials coordinated
by Time For Dallas which were used to shore up the dam-
age before the next uns]aught of bad weather.

When the storm had passed and destruction in the
Dallas suburb was assessed, nearly 800 homes in the town
of 30,000 had been damaged and the City Center complex
ol government hui]dlngs had been destroyed.

“1 can't say enough good things about Home Depot,”
says Mrs. Adcock. "We were able to weather the storm

and we have you to thank.”
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At the nml nr Fscai 1994 e upcratm'] S'fﬂ,storus. in EB

states in the United S‘tates and three Canadlan prm.rlnnea.-
During the yvear, we entered 19 new markets and opene:d.

70 new stores, acquired seven stores, and Llp&ed one.
During fiscal 1995, we p]nn.ta_.gnter lﬂ new markets

and open approximately 91 new stores in the United

States and Canada, for a total of approximately 431 stores.

Midwest Divinion Recognizing the vast growth oppor-
tunity in the Midwestern states, the Company in 1993
created a Midwest Division, and in 1994 entered the
region's two largest markets — Chicago and Detroit —and
opened 11 stores.

The Midwest, a leading area for affordable housing
in the United States, is expected to be one of our fastest-
growing divisions for several yvears to come. Approxi-
mately 16 additional stores are scheduled for 1995, and
by the end of 1998, we expect approximately 112 stores
to be in operation.

Much like the Northeast, the Midwest has a dense
concentration of aging housing stock and harsh weather,

as well as a strong home improvement work ethic,

The Home Depot Canada The acquisition of a 75%
interest in the Aikenhead’s Home Improvement Ware-
house chain in Canada, through a partnership and its con-
version to The Home Depot Canada stands as one of our
most significant accomplishments of 1994, Developed by
a former Home Depot officer who remains as division
president, the Aikenhead'’s stores were similar in design to
our basie layout. Under the joint venture agreement with
the Molson Companies Limited, our Company acquired
a 7% interest in a partnership in Aikenhead's, with The
Home Depot serving as the managing partner.

Seven warchouse stores were included in the acquisi-
tion, and an additional five stores were built during the fis-
cal year, for a total of 12 stores. At fiscal year-end, The
Home Depot Canada was serving customers in eight
stores in Ontario, two stores in Vancouver, British
Columbia; and one store each in Edmonton and Calgary,
Alberta. Approximately nine additional new stores are
planned for a total of 21 by the end of fiscal 1995, and by
the end of 1998, we expect 40-50 stores to be in operation,

In addition to giving us what we believe 1o be a three-
year head-start in attaining a significant presence in the
Canadian market. the acquisition provides an employvee
base of approximately 3,000 associates committed to
excellent customer service and a record of loyal cus-

tomer relalinnships.

Numher of Stores
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Mexice Divieion This past year we developed the

nucleus of our Mexico Division and began building
relationships with key suppliers in Mexico.

Our entry into Mexico will be cautious and slow. On
a long-term basis, however, we expect our eventual
investments there to be prudent and we anticipate that
success there will open doors to doing business through-

out Central and South America.

Growing the Buviness by Growing the Market
In 1994, we added 77 stores with a total of approxi-
mately 8,750,000 square feet, which is a 353% inerease in
selling space over the end of fiscal 1993,

A portion of that increase comes from our Type V
stores, a prototype format which ofters about 32,000 more
square feet of selling space and a significantly broader
and deeper selection of products and services, as well as
a more convenient layout than our traditional stores. In
designing the Type V store, we took into consideration
that many home improvement projects begin with a
kitchen and bath renovation and are followed by interior
design undertakings. With that in mind, we located the
professionally staffed design center in a central location
and grouped complementary product categories together.
How-to clinics are held by in-house design professionals,
who teach an assortment of projects.

During the year, we built or remodeled existing
stores into 14 Type V stores. We now have a total of 16
Hnl:l L'.'{I]L"L'l tis l'[‘n[inl“." 10 test tl'l.'l!‘\ new store ﬁn'ln:tt Hn{l
more than double that number during 1995, for a total
of approximately 33 stores.

Our strategy ol cannibalizing existing stores by
opening new stores nearby has allowed us to maintain
our lead in providing the best customer service in

o



TheHOme

De POt way

Woodbridge, Ontario — Zora Avanin to the
first to admit she's no carpenter, but her new home needed
storage units above the washer and dryer, and she wanted
to see if they could be built.

She pih-d her hn}.rs. ages 3, 5 and 7, into the car and
traveled 20 minutes to The Home Depot. While she had mea-
surements and a picture in her mind of what she wanted,
Ms. Asanin had no concept of how the shelves should be
made. Guess what happened to her when she got to the
lumber department?

Associate Marco Scarsella came to her rescue.

“He went above and beyvond what you expect, dis-
playing professionalism and an extremely personable
approach,” says Ms. Asanin.

The children were full of energy and the store was
packed with customers, but that didn't stop Marco from
his mission. He chose the lumber and cut each piece to
size, helped to select the hardware, diagramed the project
with every imaginable view and penciled in step-by-step
instructions, indicating with arrows where each screw
should go. He also took the time to entertain the I:-nj.*s..
involving them in the project and giving each a piece of
wood to hold and screws to go with it.

The finished shelves in Ms. Asanin’s laundry room are
a pleasant reminder of her trip to the Woodbridge store.
Sturdy and solid, they were designed with patience and

attention to detail — The Home Depot way.
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home improvement retailing. By cannibalizing stores,
we are able to further increase our customer lin;a_tst:
within existing markets by providing more customers
with convenient shopping locations. Customer service
is more critical in home improvement retailing than in
many other retail niches because customers need
expert advice and support. By providing the guidance
they need, we stimulate customers’ interest, confi-
dence levels and proliciency in engaging in home
improvement activities. As a result, we have increased
overall demand for home improvement products and
services in the markets where we operate stores.
Simply stated, we have been growing our business by

also growing the market.

Herchandiving Today for (Growth Fomorrow
During 1994, we refined our merchandising tunction
to be more efficient and responsive to customers. Our
new structure gives division merchandising managers
responzibility for specilic product categorics, such as
decor and construction, and specialists in each of those
categories make sure business lines are kept current.
In addition, there are also field merchants who work
with the stores to ensure the proper implementation of
new programs as well as maintaining ongoing pro-
grams. This approach strengthens product lines, gets
the right merchandise to the customers, reduces admin-
istrative costs and prepares us to expand into even
more business lines.

In working toward our goal to be "The Do-it-vour-
self (IDIY) Retailer,” we created CrossRoads and Expo
Design Centers, two store formats designed to cater to
customer segments that are curcently underserved,
While working as divisions of the Company, each is able
to exercise autonomy in merchandising, recognizing the

differing necds of its consumers.

Crpos Haads Our CrossRoads store format, announced
last fall, will carry building and home improvement
supplies sold at the traditional Home Depot stores, as
well as a broad assortment of products and services for
farmers and ranchers. By combining our traditional
customer base with the farmer and rancher community,
we believe we have a strategy that might enable us on a
long-term basis to penetrate hundreds of markets much
smaller than those where we currently operate. As we
have done with every other new concept we have intro-
duced, we will tinker with this new format and roll it

out cautiously.

Sguare Footage at Year-end
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The first CrossRoads store is expected to open in
Cuincy, IL, during the summer of 1995 and stores in
Waterloo, IA, and Columbia, MO, are expected to also
open during the year.

The average CrossRoads store is expected to encom-
pass more than 100.000 square feet, plus additional out-

side selling space of approximately 100,000 square leet.

Expo® Dedign Centerd Due to strang customer
acceptance of our Expo stores in San Diego and
Atlanta, we plan to add Expo stores in Westbury, N,
on Long Island, and in Dallas, TX, t]uring 105
Targeted to the upscale homeowner, the Expo stores
olter ﬂp‘pl’l:l}..‘im.;ll‘ﬂ‘!‘l.:' 125,000 square feet of .-autlin._g space
plus 5,000 square teet of climate-controlled garden space.
More than 20 professional designers an staff and top-
al-the-line brands, many pl"l’.‘\r‘iﬂll.‘i]"l.’ unavailable to con-
sumers in a discount retail setting, as well as installation
services, combine to prm-‘idc a unique ﬁht:p[ﬂng eXpEeri-

ence that draws customers from a wide trade area.

Strengthening Customer Tiew Welorge strong rela-
tionships with our customers by continuously improving the
assortment of products they want while providing the high
]e\.'e‘l C‘[pe'l"sﬂnﬂi S'E‘n'lll;'ﬂ" rl'll;""'.' |'|.;11.'c come to ‘.'.x}]l:l't El‘l]m us.
Da-it-voursell customers will continue as our core busi-
ness. Comprising approximately two-thirds of the total
home improvement segment, DY customers buy materials
tor the home and install it themselves. Many take advamage
of “how-to” classes oftered in The Home Depot stores.
Emerging from the upswing in home improvement
activity are the buy-it-yourself’ (BIY) customers. The
BIY customer chooses products, makes the purchase and

contracts with others to complete or install the project.

9
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Ryan show

Brandon, Florida — Every Saturday morning, week
after week, the gardeners come. From the very young to the
retiree, they descend upon the Brandon store like clock-
work, to see Mike Ryan in his element, among the periwin-
kles and begonias, to hear what he has to say about black
spot fungus and butterfly larvae.

It's a “family” of sorts that Mike tends to, and it has
grown to 60 members, who can't believe what a wonderful
time they have when they go to The Home Depot.

The “Rambling Ryan Show,” as he likes to call it, came
about purely by accident. Mike frequently found himself
to be the center of activity when dealing with a customer
problem. A one-on-one conversation would end up as a
free-for-all, with folks asking questions and more ques-
tions of the gardening expert.

“I figured if I could gather eight individuals in the gar-
dening center, I could do wonders with a clinic,” he says.

So it was that the wall came down and the bleachers
went up to accommodate the customers and stockholders
who gather with their potted plants and stories. As the “snow
birds” and natives like to point out, the clinic is more than a
how-to session on the wonders of Mother Nature.

“Sure, I've found out what kind of bugs were eating my
gardenias and that my pecans needed more zinc,” says clinic
regular Helen Brown. “But, I've also met some friends and I
know there will always be a seat waiting for me on Saturdays
at The Home Depot.”

Brandon, Florida

The Ramblin,

Ryan Show
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We are capturing the BIY momentum by expanding our
installed sales program compamywide. Carpet installa-
tions represent about 25% of our growing installed sales
program, and by the end of 1994, The Home Depot had
grown to No. 2 in retail carpet sales in the United States,

We have also continued reaching out to the profes-
sional business customer. who represents about one-
third of the home improvement industry. In addition to
our commercial credit program, our stores have set up
commercial check-out lines, offer expanded professional
brands and on-site delivery, and have hired more associ-
ates with experience in professional business areas:

Our global outlook expanded in 1994 as we welcomed
Terence Smith to our Company, to the newly created posi-
tion of Vice President/General Manager — Imports. He
will further grow and improve our import program in the
areas of product development, sourcing and distribution,
Hunwning Fasi av Partner With-the 1996
Hympic Fames We took the Olympic torch and ran
with it in 1994, while celebrating the spirit of going for
the gold. A Centennial Olympic Games Partner since
1992, The Home Depot culminated a year of Olympiec-
related preparation by unveiling a program to help pave
the Olympic Park in Atlanta with engraved bricks, hir-
ing athletes to work in our stores and office while they
train for the Games, and continuing our groundbreak-
ing cooperative partnership with vendors in our “Home
Depot Olympic Family.”

We continued our growing partnership with 29 key
suppliers in the United States and 26 in Canada, who
are members of The Home Depot Olympic Family.
Each of the “Family" members represent a specilic home
improvement product category and may participate in
many of Home Depot’s Olympic Games promotions.

In addition, the opportunity to produce Medallion
Series'™ producis became available to these vendors.
Sold exclusively at The Home Depot, the Medallion
Series product line is specially packaged and represents
the highest quality and most technologically advanced
merchandise produced by Olympic Family Members.

At the heart of the Olympic Games are the athletes,
who go the extra mile in their quest to realize their
dream. To show our support for these hard work-
ing men and women, we joined in the Olympic Job
Opportunities Program, and have already welcomed
more than 50 Olympic Hopefuls on board to bring the
spirit of the Games to The Home Depot. The partici-

pnnts 1|.‘L"|'Il]l wark in our stores are seen h}" Customers as

Weighted Average Weekly Sales
Per Operating Store

Ihadlsrs in rhousands
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real people as well as accomplished athletes who juggle
work and training. While allowing for Hexible hours
and shortened work days for training and competition,
the program is seen by the athletes as a way to provide
Financial security and help them progress toward a
productive career.

Reflecting our desire to serve people regardless of dis-
abilitics, we also announced our sponsorship of the
Paralympic Games, which will follow the Summer
Games in Atlanta. Support of the Paralympic Games and
the courageous athletes who compete reflects our com-
mitment to better serve our associates and customers
with disabilities. We plan to continue to augment our
product and service offerings for these customers and

Further ensure their easy physical access to our stores.

Gaining Maximum Impactd from Every Dollar
Speni  New and innovative programs continued to play
a strategic role in our growth, as we strived in fiscal
1994 to become more efficient.

With an eve toward rnmp:ln‘\-'u.'ir:][: rollout, we intro-
duced Phone Centers to serve our customers whao call
the stores to inguire about pricing and ava;i]ahilir_\' of
merchandise. By al:ldiug associates 1o a Phum: bank to
answer calls quickly and efliciently, weekly phone sales
have increased and telephone response times in general
have improved dramatically. The system also keeps asso-
ciates on the floor from h:.'ing distracted with thl‘l:‘ calls,
and allows them to better serve in-store customers.

Customers in the check-out line were served more effi-
ciently, thanks to new counter-top scanners and faster
mEiﬁ-ll‘['ﬁ ds ‘V‘.'il s il 5.\.'}“1.']'“ o 5!'“."."{1 ||.P ('I'H.'l'[i ;IPFTHV-;{I.

In our L‘.muinuing efforts to reduce s}1t1|1|i|ti|\5. wi

outhitted stores with Electronic Article Surveillance
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New found

freedom
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her castle, the distance between her front sieps and the
street might as well have been a mile-long moat. There sim-
'l,-:ll" Wis no ’u'-'ﬂ:\r out.

Confined to a wheelchair because of a stroke six years
ago, Mrs. Nicoh considered hersell a prisoner in her own
home. She yearned lor freedom to go shopping and bank-
ing, but it was unattainable without the help of others.

All that changed with one simple phone call. To this day,
Mrs. Nicoli can't believe what a wondertul feeling it was when
volunteers from The Home Depot showed up at her door with
lumber, conerete and tools to construct a ramp, and set her free.

Meighbors had offered to help build a ramp it she pur-
chased the materials, but when she called store manager
Leighton Royster, he offered to donate materials and provide
volunteers to build it, like similar projects The Home Depot
had done with Ramps for Champs.

It was no easy task. Trees were uprooted and rocks dis-
carded to make way for the ramp, which had to be built per-
fectly level in three sections to accommodate the wheelchair
and a massive maple tree. Cement was poured, curbs were
built and decorative lattice added for privacy in the project
headed up by store associates Fred Weidner and Ron Cratt.

When the work was done, Mrs. Nicoli surveyed the
handiwork and pronounced herselt independent.

*1 was a prisoner and now I'm free,” she says, while
maneuvering her wheelchair out the front door to the street.

“It's unbelievable. 1 won't have to I't"]}' on anyone -HI'I-I'A.'I]'.II::II'L".-I
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(EAS) detectors that trigger an alarm if a person exits
the store with merchandize that has been affixed with an
EAS label. The svstem is proving to be a deterrent. with
many stores reporting reductions in shoplifting offenses.

We also made great strides in positioning the
Company to take us into the future with the more exten-
sive use of our Electronic Data Interchange (ED1) sys-
tem. A paperless system, EDI electronically processes
orders [rom stores to vendors, alerts the store when the
merchandise is set to arrive and transmits vendor
invoice data. The system aids us in keeping merchandise
in stock and allows us to track shipments almost instantly,

resuhing in better customer service.

Stvengibening  Qur Orange-Blosded Cullire
"Guess what happened to me at The Home Depor...”
It's more than a phrase or an introduction to a story. It's
a powerful bond, cultivated time and time again with
our customers and the communities we serve. Its a
recognition of superb service and achievement second-
to-none in our industry.

We call it our orange-bloaded culture. [n addition to
providing excellent wages and benefits, superior train-
ing and advancement opportunities, we encourage and
reward independent thinking and initiative, keeping
with our progressive philosophy that one person can
make a dilflerence. As strockholders, we have ownership
in the Company, knowing full-well that if The Home
Diepot does well, so will we.

Our customers tell us about their shopping experi-
ences, and we listen. Through our Consumer Affairs
Department in 1994, we responded to more than 20,000
letters and telephone calls and received 600,000 com-
ment cards. This communication serves as a learning
tool for us, as we continue to train associates and
improve our product knowledge.

At The Home Depot we take our social commitments
seriously. Our service is not just to our customers
and associates, but also to our global environment
and the communities we live in across the United
Srates and Canada.

We volunteer time and energy to make our cities
and towns better places to live. Under our "Team
Depot” volunteer program, our associates help build
low-income housing for organizations like Habitat for

Humanity. Through programs like Christmas in

Weighted Average Sales
Per Square Foot

In dnllsrs

150

1992 1993 1554

April, we repair the homes of the elderly, the disabled
and the poor. Our associates also tutor, coach and
help nurture “at-risk” vouth who are in need of guid-
ance in their lives.

In addition to the countless volunteer hours, The
Home Depot in 1994 provided over $6 million to help
fund many community projects in the United States
and Canada.

Our environmental concerns are far-reaching, and
in 1994 we continued our invelvement with consumer
groups. We have been recognized as an industry
leader for promoting environmentally healthy build-
ing and home improvement practices, in addition to
programs in lead awareness, energy conservation,
recycling, forest preservation and conservation.

In early 1995, the prestigious Forlsne magazine named
us as America’s most admired retailer for the second
straight vear and one of the most admired corporations.
The poll of more than 10,000 senior business executives
cited quality of management and the ability to atrracr,
develop and keep talented people as foundations of the
&}mwn}"lﬁ SUCCESS,

With our solid financial base, our willingness to take
calculated, entrepreneunial risks with new concepts, our
passion for customer service and our philosophy to treat
our associates like Family, The Home Depot is poised lor
even greater accomplishments in 1995, We expect to
continue to expand our lead in home improvement
retailing through our progressive corporare culture and
keen comperitive spirit, further developing and sustain-

ing |nng-wrm |'e|atiu|:15hipﬁ with our customers.
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Discussion and Analysis of

Condition

The data below reflects selected sales data, the percentage relationship between sales and major categories in the Consolidated

Statements of Earnings and the percentage change in the dollar amounts of each of the items.

Selected Consolidated Statements of Earnings Data
Net Sales

Gross Prohit

Operating Expenses:

Selling and Store Operating

Pre-Opening
General and Administrative

Total Operating Expenses

Operating Income

Interest Income (Expense}:
Interest and Investment Income

Interest Expense

Interest, MNet

Earnings Before Income Taxes
Income Taxes

Net Earnings

Selected Consolidated Sales Data

MNumber of Customer Transactions

Average Amount of Sale Per Transaction

Weighted Average Weekly Sales Per Operating Store
Weighted Average Sales Per Square Foot

Percentage
Increase (Decrease)
_of Dollar Amounis

Fiscal Year'" : 1994
1994 1993 19492 vs. 1993
L0 100.0% 100.0% FEO0%
279 !?’.?f 276 36._5
i78 7.6 174 36.4
A A A 304
Ly 2.0 2.1 246
2@._.‘.'? 20,0 15.9 35.3
FALY 7.7 Far 307
2 i) 1.0 53.2)
3) (.3) (.6) 17.0
.1 3 4 (124.7)
78 8.0 &.1 3
30 30 3.0 F43
4.8% 5.0% 5.1% J2.2%
e e— e
302,181,000 236,101,000 189,493,000 28.00%:
& 4129 5 3913 $ 37.72 53
SRO2, 0 5764000 $724,000 540
& S04.04 § 398.18 $ 386.92 1.5
e e————

1) Fiscal years 1994, 1993 and 1992 refer to the fiscal years ended Januvary 29, 1995, Jdanuary 50, 1994 and January 31, 1993, respecrively.

1993
vs. 1992

29.2%
297

305
6.6
258
an.a
28.0

(9.9)
(25.1)
13.7

279
3Ll
26.1%

24.6%
3.7

5.5
2.9
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Results of Operations

For an understanding of the significant factors that influenced the Company's performance during the past
three fiscal years, the following discussion should be read in conjunction with the consolidated financial

statements appearing elsewhere in this annual report.

Fiscal Year Ended January 29, 1995 Compared to January 30, 1994
Sales for fiscal year 1994 increased 35.0% from $9,238,763,000 in fiscal 1993 to $12,476,697,000, This increase
was attributable to, among other things, 69 new store openings, nine store relocations, the acquisition of a 75%
partnership interest in seven Canadian stores then known as Aikenhead's Home Improvement Warehouse, an
8% comparable store-for-store sales increase and full year sales from the 50 new store openings during fiscal
1993. The percentage increase in comparable store sales would have been 9% alter excluding all sales from the
ten stores in Southern Florida that were significantly affected by Hurricane Andrew during 1993.

Gross profit as a percent of sales was 27.9% for fiscal 1994 compared to 27.7% for fiscal 1993. This higher
gross profit percentage resulted primarily from changes in merchandise mix including more decor products
and upgraded seasonal merchandise at higher margins, as well as decreased sales penetrations in lumber
which carries lower margins.

Operating expenses as a percent of sales were 20.0% [or both fiscal 1994 and fiscal 1993. Selling and store
operating expenses as a percent of sales increased to 17.8% in fiscal 1994 compared to 17.6% in fiscal 1993.
This increase was attributable to, among other things, additional costs associated with nine store relocations
during fiscal 1994 compared to six store relocations during fiscal 1993. The increase in selling and store
operating expenses as a percent of sales was offset by lower general and administrative expenses as a per-
cent of sales due to cost control measures and economies From higher sales volumes.

Interest and investment income as a percent ol sales decreased to 0.2% in fiscal 1994 compared to 0.6%
during fiscal 1993, This decrease was attributable to a reduction of investment principal due to utilization of
funds for capital expansion, as well as lower yields due to shorter maturities on the investment portfolio.
Interest expense as a percent of sales was 0.3% for both fiscal 1994 and fiscal 1993. Higher interest expense
from additional capital leases was partially offset by higher capitalized interest resulting from constructing
more owned stores than in the previous year.

The Company's combined Federal and state effective income tax rate was 38.3% for fiscal 1994 compared to
38.2% for fiscal 1993, before cumulative effect of change in accounting principle. This increase was attributable
to lower tax-advantaged investments. The Company implemented SFAS 109 “Accounting for Income Taxes” dur-
ing fiscal 1993 which reduced the combined Federal and state effective income tax rate to 37.9% in liscal 1993.

Net earnings as a percent of sales was 4.8% for fiscal 1994 compared to 5.0% for fiscal 1993, reflecting lower
interest income and a higher effective income tax rate, partially offset by higher gross profits, as described above.
Earnings per share was $1.32 for fiscal 1994 compared to $1.01 during fiscal 1993.

Fiscal Year Ended January 30, 1994 Compared to January 31, 1993
Sales for fiscal year 1993 increased 29.2% from $7,148,436,000 in fiscal 1992 to $9,238,763,000. This increase
was attributable to, among other things, 50 new store openings, six store relocations, a 7% comparable store-for-
store sales increase and full year sales from the 40 store openings during fiscal 1992, The percentage increase in
comparable store sales would have been 8% after excluding all sales from the ten stores in Southern Florida that
were signilicantly allected by Hurricane Andrew.

Gross profit as a percent of sales was 27.7% for fiscal 1993 compared to 27.6% lor liscal 1992. This higher
gross profit percentage resulted primarily from higher vendor volume rebates and changes in merchandise
mix, partially offset by lower margins in highly competitive markets.

Operating expenses as a percent of sales increased to 20.0% in fiscal 1993 from 19.9% in fiscal 1992. This increase
was attributable to, among other things, higher payroll costs as a percent of sales due to the implementation of new
labor standards that put additional sales hours on the selling floor, partially offset by lower seli~funded insurance
reserves and lower general and administrative expenses as a percent of sales due to cost control measures.



Management's Discussion and Analysis of Results
ol Dperatiuns and Financial Condition (continued)

The Home Depot, Inc. and Subsidiaries

Interest income as a percent of sales decreased to 0.6% in fscal 1993 compared to 1.0% during fiscal 1992, This
decrease was attributable to a reduction of investment principal due to utilization of funds for capital expansion,
partially offset by a higher vield on the investment portfolio. Interest expense as a percent of sales decreased to 0.3%
in fiscal 1993 from 0.6% in fiscal 1992 due 1o the call for redemption and conversion to equity of substantially all
the Company's 6% Convertible Subordinated Notes in June, 1992 and due to higher capitalized interest.

The Company’s combined Federal and state effective income tax rate, before cumulative effect of a change in
accounting principle, was 38.2% for fiscal 1993 compared to 37.0% for fiscal 1992. This increase was attributable
to the enactment of the Omnibus Budget Reconciliation Act of 1993 and to lower tax-advantaged investments. The
Company implemented SFAS 109 “Accounting for Income Taxes” in the first quarter of fiscal 1995. As a result of
this change in accounting principle, the combined Federal and state effective income tax rate was 37.9% in 1993.

MNet earnings as a percent of sales was 5.0% for fiscal 1993 compared to 5.1% for fiscal 1992, reflecting
higher operating expenses, lower net interest income and a higher effective income tax rate, partially oftset
by higher gross profits, as described above. Earnings per share was $1.01 for fiscal 1993 compared to $.82
for fiscal 1992 on 2% more weighted average shares outstanding in fiscal 1993,

Liquidit}' and Capita| Resources

Cash flow generated from store operations provides the Company with a significant source of liquidity.
Additionally, a significant portion of the Company’s inventory is financed under vendor credit terms.

The Company plans to open approximately 91 new stores and relocate nine existing stores during Fiscal 1995,
OF these 100 locations, it is anticipated that approximately 90% will be owned and the balance will be leased. The
Company also plans to open approximately 122 stores, including relocations, in fiscal 1996. Although some of
these locations may be newly leased, it is expected that most will be obtained during fiscal 1995 through the pur-
chase of pre-existing leasehold interests, the acquisition of land parcels and the construction or purchase of build-
ings. While the cost of new stores to be constructed and owned by the Company varies widely, principally due to
land costs, new store costs are currently estimated to average approximately 512,600,000 per location. In addi-
tion, the Company may purchase leasehold interests at varying amounts depending on the value of such proper-
ties. The cost to remodel and fixture stores to be leased is expected to average approximately 4,000,000 per store.
Each new store will require approximately 53,100,000 to finance inventories, net of vendor financing,

Dwuring liscal 1994, the Company initiated a commercial paper program which will provide short-term
funding needs up to a maximum of $300,000,000 of which $100,000,000 was outstanding as of January 29,
1995. In connection with the program, the Company entered into a back-up credit facility with a consortium
of banks for up to $300,000,000. The facility expires November 1, 1997. The facility contains various restric-
tive covenants, none of which is expected to impact the Company's liquidity or capital resources.

On February 28, 1995, the Company announced its decision to redeem on March 31, 1995, all of its out-
standing 4% Convertible Subordinated Notes due February 15, 1997 at a redemption price of 51,016.75
{(which includes premium and accrued interest) per $1,000 principal amount of Notes. The Notes are con-
vertible into common stock of the Company at the rate of one share for each $38.75 principal amount of Notes
owned. In light of current market prices of the Company’s common stock, it is expected that the redemption
call will result in the conversion of substantially all of the outstanding principal ($804,985,000) to equity and,
thereby, result in the issuance of approximately 20,774,000 additional shares of common stock.

As of January 29, 1995, the Company had $57,866,000 in cash and cash equivalents and short-term invest-
ments as well as $98,022,000 in long-term investments. Management believes that its current cash position, the
proceeds from short-term and long-term investments, internally generated funds, its commercial paper pro-
gram, and/or the ability to obtain alternate sources of financing should enable the Company to complete its cap-

ital expenditure programs, including store expansion and renovation, through the next several fiscal years.

Impact of Inflation and Changing Prices

Although the Company cannot accurately determine the precise effect of inflation on its operations, it does

not believe inflation has had a material effect on sales or results of operations.
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Consolidated

Statements of

Earnings

The Home Depot, Inc. and Subsidiaries
Amounts in thousands, except per share data
Fiscal Year Ended
Janaary 29, Januacy 30, January 31,
1995 1994 1993
Net Sales $12.476,697 $9,238.763 57,148,436
Cost of Merchandizse Sold 5991204 6,685,384 5,179,568
Gross Prolit 3,485,495 2,663,379 1,969,068
Operating Expenses:
Selling and Store Operating 2.216,540 1,624,920 1,245,608
Pre-Opening 51,307 36816 26,959
General and Administrative 230,456 184,954 147,080
Total Operating Expenses 2498505 1.846,690 1,419,647
Operating Income L Ly 706,689 549,421
I 2 B, Tre—
Interest Income {Expense):
Interest and Investment Income 28510 60,896 67,562
Interest Expense (note 2) (35,949) (30,714} (41.010)%
Interest, Net (7439} 30,182 26,652
Earnings Before Income Taxes 979,751 736,871 575,973
Income Taxes (note 3) 375,250 279470 215,110
Net Earnings 3 s 500 5 457401 5 362,863
e —T m—
|| Earnings Per Common and Common Equivalent Share 5 .32 5 1.01 5 .82
Weighted Average Number of Common and
Common Equivalent Shares 475,947 453,037 444,989
e R — L L Rl aamsmaasmin 1 ———UL

See accompanying notes to consolidated financial statements.




Consolidated Balance Sheets

The Home Depot, Inc. and Subsidiaries

Amounts in thousands, excepe share data

Assets
Current Assets:
Cash and Cash Equivalents
Short-Term Investments, including current maturities of long-term investments (note 7)
Receivables, MNet
Merchandise Inventories
Other Current Assets

Total Current Assets

Property and Equipment, at cost:
Land
Buildings
Furniture, Fixtures and Equipment
Leasehold Improvements
Construction in Progress
Capital Leases (notes 2 and 5)

Less Accumulated Diepreciation and Amortization
Net Property and Equipment
Long-Term Investments (note 7)
Motes Receivahle
Cost in Excess of the Fair Value of Net Assets Acquired,

net of accumulated amortization of $8.636 at January 29, 1995 and $5,788 at January 30, 1994

Other

Liahilities and Stockholders’ Equity
Current Liabilities:
Accounts Payable
Accrued Salaries and Related Expenses
Sales Taxes Payable
Other Acerued Expenses
Income Taxes Payable
Current Installmenis of Long-Term Debt (notes 2, 5 and &)

Total Current Liabilities

Long-Term Debt, excluding current installments (notes 2, 5 and 6)
Other Long-Term Liabilities
Deferred Income Taxes (note 3)
Minority Interest (note 9)
Stockholders’ Equity (notes 2 and 4):
Common Stock, par value $.05. Authorized: 1,000,000,000 shares; issued and outstanding -
453,365,000 shares at January 29, 1995 and 449,364,000 shares at January 30, 1994
Paid-in Capital
Retained Earnings
Cumulative Translation Adjustments
Unrealized Loss on Invesiments, MNet

Less Notes Receivable From ESOP (note 6)
Total Stockholders’ Equity
Commitments and Contingencies {notes 5, 8 and 9)

See accompanying notes to consolidated financial statements.

Jdannary 29, January 30,
995 1994
8 LI54 £ 99,997
36,712 330,976
272,225 198,431
1,749,512 1,293,477
55,560 43,720
2,132,965 1,966,601
1167065 814,440
13118086 891,755
634,173 451,789
275,005 224,953
289,157 194,482
72054 41,029
3, 747.268 2,618,428
350,051 247,524
3397257 2,370,904
98,022 281,623
32,528 35,470
&8, 515 19,503
28,778 26788
53, 778.041 54,700,889
—
§ 685291 § 521,246
192,151 167,489
forort 57,590
208,377 183,933
8717 40,303
22,692 2,077
1,214,239 972,638
085,369 874,048
67,953 12,276
19,258 27,827
50,999 -
22,668 22,468
1,526,463 1,436,029
LO957.284 1,400,575
({O887) (121)
(lri 4:95) =
3474033 2,858,951
3810 44,851
F 442,225 2,814,100
85, 778041 54,700,889
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Consolidated Statements of Stockholders' Equity

The Home Depot, Inc. and Subsidiaries
Fiacal years ended January 29, 1995, January 30, 1994 and Januwary 31, 1993
Amounts in thousands, except per share data

Unirealized
Cumulatinve Loz an Motes Total
Commion Slu:ck Padd.in Retained Translation  Investmentz, Receivable Swockholders”
_ Shares Amount  Capital Earnings  Adjustments ~ Net lrom ESQOFP Equiry
Balance, February 2, 1992 422924 $21.111 $1,022,043 5 666471 0§ - % - 3(18413) 51.691,212
Shares Sold Under Employee Stock
Purchase and Option Plans,
Met of Retirements (note 4) 7,053 353 57,971 = = = - 58,324
Tax Effect of Sale of Option Shares
by Emplovees - - 32,451 - - - - 32,451
Additional Notes Receivable from ESOP,
MNet of Repayments of $8.419 (note 6) - = - - - - (33.023) (33.023)
Conversion of 6% Convertible 5
Subordinated Notes, Net {note 2) 14,308 715 227,346 - - - - 228,061
Conversion of 44% Convertible
Subordinated Motes, Net (note 2) = = 10 = - = - 10
MNet Earnings - - - 362,863 - - - 362,863
Cash Dividends (5.08 per share) - - - {35,817} - = = {35.817)
Balance, January 31, 1993 445,585 £22,179 $1,339.821 % 995517 5§ = % - 5(51,436) 52,304,081

Shares Sold Under Employee Stock
Purchase and Option Plans,

Met of Retirements (note 4) 5779 289 76,500 - - - - 76,789
Tax Effect of Sale of Option Shares

by Employees - - 19,708 - - - - 19,708
Cumulative Translation Adjustments - - - - (121) - - (121}
Repayments of Notes Receivable

fram ESOP (note 6) - - - - - - 6,585 6,585
Net Earnings - - - 457,401 - - - 457,401
Cash Dividends ($.11 per share) = - - (50,343) = - - (50,343)
Balance, January 30, 1994 449,564 522468 51,436,029 S$1.400575 § (121 § —  5(44,851) $2,814,100

Shares Sold Under Employee Stock
Purchase and Option Plans,

Met of Retirements (note 4} 4,001 200 7720 = - - = 77920
Tax Effect of Sale of Option Shares

by Employees - - 12,709 - - - - 12.709
Cumulative Translation Adjustments - - - - (10,766) - - (10,766)
Repayments of Notes Receivable

from ESOP (note &) - - - - - - 13,041 13,041
Conversion of 4%% Convertible

Subordinated Notes, Net {note 2) - - 5 - - - - 5
Unrealized Loss on Investments, Net {note 7) - - - - - (1.495) - (1,495)
Net Earnings - - - 604,501 - - - 604,501
Cash Dividends ($.15 per share) - - - (67,792) - - - (67,792)
Balance, January 29, 1995 453,365 822,668 $1.526465 31957284 S(IO887) S(1.495) S(31.810) 55442225

— e e

See accompanying notes to consolidated financial statements,

—||




Consolidated Statements of Cash Flows
The Home Depot, Ine. and Subsidiaries
Amounts in thousands

Cash Provided From Operations:

MNet Earnings

Reconciliation of Net Earnings to Net Cash Provided by Operations:
Depreciation and Amortization
Deferved Income Tax (Benefit) Expense
Increase in Receivables, Net
Increase in Merchandise Inventories
Increase in Accounts Payable and Accrued Expenses
{Decrease) Increase in Income Taxes Payable
Other

Net Cash Provided by Operations

Cash Flows From Investing Activities:
Capital Expenditures, Ner of $31,183, 536,294 and $4.765 of non-cash capital
expendirures in fiscal 1994, 1993 and 1992, respectively
Acquisition of Canadian Partnership Interest
Proceeds from Sale of Property and Equipment
Sale (Purchase) of Short-Term Investments, Net
Purchasze of Long-Term Investments
Proceeds from Maturities of Long-Term Investments
Proceeds from Sale of Long-Term Investments
Advances Secured by Real Estate, Net

Net Cash Used in Investing Activities

Cash Flows From Financing Activities:
Proceeds from Commercial Paper and Long-Term Borrowings
Cash Loaned to ESOP
Repayments of Notes Receivable from ESOP
Principal Repayments of Long-Term Debi
Proceeds from Sale of Commoen Stock, Net
Cash Dividends Paid to Stockholders
Effect of Exchange Rate Changes on Cash

Net Cash Provided by Financing Activities

Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Supplemental Disclosure of Cash Payments Made For:
Interest {(net of interest capitalized)

I\ Income Taxes

See accompanying notes to consolidated financial statements.

Fizscal Year Ended

January 29, January 30, January 31,
1995 1994 1993
5 604501 § 457,401 $ 362,863
129,609 89,839 69,556
(2,468) 12,578 5,465
{(69.023) (36,658) {68,593)
(405, 197) {353,603) (277 .567)
280.056 200,977 219,046
(11,126) 36,143 34.051
& 161 (10,120 (6,639)
334,513 396,507 338,142
(1.100.654) (864,158) {432,513)
(161,548) - G
49,718 35,070 5,046
96,007 14,903 (62.008)
(94.442) {840.361) (2.029.214)
53251 269,988 212,786
403,738 929,598 1,132,627
2,650 5,681 (54.022)
(754.280) {449,279) (1,227,298)
Fend iy - 805,000
- = (41,442)
13,041 6,585 8419
(2,173) (2,006) (2.133)
71926 76,789 58,324
(67,792) (50,343) (35.817)
{76) = =
120,924 31,025 792,551
(98.847) (21,747) (96,805)
99,997 121,744 218,549
5 1154 $ 99957 $ 121,744
e CT——
§ 30,537 $ 28778 $ 26182
3 393915 5 228,968 $ 169.617
| — e e




Notes to {:.un:-cn]it]alled Financial Statements

The Home Depot, Inc. and Subsidiaries

Note O 1N e Summary of Significant Accounting Policies

Fiscal Year

The Company’s fiscal year is a 52- or 53-week period ending on the Sunday nearest to January 31.
Fiscal years 1994, 1993 and 1992, which ended January 29, 1995, January 30, 1994 and
January 31, 1993, respectively, consisted of 52 weeks.

Basis of Presentation

The consolidated financial statements include the accounts of the Company and its subsidiaries.
Minority interest represents the minority partner’s share of the equity in The Home Depot Canada.
All significant intercompany transactions have been eliminated in consolidation.

Cash Equivalents

The Company considers all highly liquid investments purchased with a maturity of three months
or less to be cash equivalents. The Company's cash and cash equivalents are primarily cash
equivalents carried at fair market value and consist of preferred stocks, commercial paper,
money market funds and U.S. government agency securities.

Investments

Effective January 31, 1994, the Company adopted Statement of Financial Accounting Standards
No. 115 (SFAS 115), “Accounting for Certain Investments in Debt and Equity Securities,” which
was effective for fiscal years beginning after December 15, 1993. The Company classilies its invest-
ments into one ol three categories: trading. held to maturity, or available for sale. Trading securi-
ties, which are bought and held primarily for the purpose of selling them in the near term, are
recorded at fair value with gains and losses included in earnings. Held to maturity securities, which
are securities that the Company has the ability and the intent to hold until maturity, are recorded
at amortized cost and adjusted for amortization or accretion of premiums or discounts. The
Company’s short-term and long-term investments, consisting primarily of debt securities, have
been designated as being held available for sale, and accordingly, are reported at Fair value.
Unrealized gains and losses on securities classified as available for sale are reported as a separate
component ol stockholders’ equity, net of income taxes until realized. The cost of investments sold
is determined using the specific identification method. Estimated fair values of investments are
based on quoted market prices on the last business day of the fiscal year. A decline in the market
value of any available for sale or held to maturity security below cost that is deemed other than tem-
porary is charged to earnings resulting in the establishment of a new cost basis for the security.

In fscal years 1993 and 1992, the Company valued its short-term investments, consisting pri-
marily of debt securities, at amortized cost which approximated market. Certain long-term invest-
ments designated as available for sale were recorded at lower of amortized cost or market. The
Company'’s remaining investments classified as held to maturity were valued at amortized cost.

Merchandise Inventories
Inventories are stated at the lower of cost (first-in, first-out) or market, as determined by the

retail inventory method.

Income Taxes

The Company provides for Federal and state income taxes currently payable as well as for those
deferred because of timing dilferences between reporting income and expenses for financial
statement purposes and income and expenses for tax purposes. Targeted jobs tax credits are
recorded as a reduction of income taxes in the year realized.

Effective February 1, 1993, the Company adopted the provisions of Statement of Financial
Accounting Standards No. 109 (SFAS 109), “Accounting for Income Taxes” and reported the cumu-
lative effect of that change in the method of accounting for income taxes in the consolidated statement
of earnings for the first fiscal quarter of 1993, which ended May 2, 1993, SFAS 109 requires an asset
and liability approach in accounting for income taxes and, therefore, required a change from the
deferred method the Company previously used. Under the asset and liability method, deferred tax
assets and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective
tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply
to taxable income in the years in which those temporary differences are expected to be recovered or
settled. Under SFAS 109, the eflect on delerred tax assets and liabilities of a change in tax rates is
recognized as income or expense in the period that includes the enactment date.
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Motes to Consolidated Financial Statements (continued)

The Home Depot, Inc. and Subsidiaries

Pursuant to the deferred method under Accounting Principles Board Opinion 11, which was
applied in fiscal 1992 and prior years, deferred income taxes that were reported in different years
for financial reporting purposes and income tax purposes were recognized for income and
expense items using the tax rate applicable for the year of the calculation. Under the deferred
method, deferred taxes were not adjusted for subsequent changes in the tax rate.

Depreciation and Amortization

The Company’s buildings, furniture, fixtures and equipment are depreciated using the straight-
line method over the estimated useful lives of the assets. Improvements to leased premises are
amortized on the straight-line method over the life of the lease or the useful life of the improve-
ment, whichever is shorter. The Company's property and equipment is depreciated using the fol-
lowing estimated useful lives:

Life
Buildings 10-45 years
Furniture, fixtures and equipment 5-20 years
Leaschold improvements 8-30 years

The cost of purchased software and associated consulting fees is amortized on a straight-line
basis over periods ranging [rom three to five years.

Store Pre-Opening Costs

Non-capital expenditures associated with opening new stores are charged to expense as incurred.

Store Closing Costs

When a store is relocated or closed, estimated unrecoverable costs are charged to expense. Such
costs include the estimated lozs on sale of land and building, the book value of abandoned Fx-
tures, equipment, leasehold improvements and a provision for the present value of future lease
obligations, less estimated sub-rental income.

Earnings Per Common and Common Equivalent Share
Earnings per common and common equivalent share are based on the weighted average number of
shares and equivalent shares outstanding. Common equivalent shares used in the calculation of
earnings per share represent options to purchase shares granted under the Company’s employee
stock upliun and stock Pun:has,n- plans and the Companyrs 44% Convertible Subordinated Motes
due 1997, issued in 1992. For the 1994 fiscal year, the 4%% Notes are dilutive and are assumed 1o
be converted as of the beginning of the accounting period for purposes of caleulating carnings per
share. Earnings per share is calculated by dividing net earnings, adjusted for tax-elfected net inter-
est and issue costs on the 44% Notes, by weighted average common and common equivalent shares.
The weighted average number of common and common equivalent shares include shares issuable
under the Company’s stock plans and the 20,774,000 shares issuable upon conversion of the 4%
Notes. In fiscal year 1993, the 4%4% Notes were dilutive but had no impact on earnings per share.

The Company’s 6% Convertible Subordinated Notes, issued in 1990, were common stock equiv-
alents prior to their conversion in 1992, Because shares issuable upon conversion of the 6% Notes
were not dilutive in fiscal 1992, they were excluded from the earnings per share caleulations.

Cost in Excess of the Fair Value of Net Assets Acquired
Goodwill, which represents the excess of purchase price over fair value of net assets acquired, is
amortized on a straight-line basis over a 40-year period. The Company assesses the recoverability of
this intangible asset by determining whether the amortization of the goodwill balance over its remain-
ing useful life can be recovered through undiscounted future operating cash Hows of the acquired
operation. The amount of goodwill impairment, if any, is measured based on projected discounted
future operating cash flows using a discount rate reflecting the Company’s average cost of funds.

Employee Stock Ownership Plan

For all shares purchased by the Employee Stock Ownership Plan (ESOP) prior to December 31,
1992, the Company's contributions to the ESOP are determined based on the ESOP’s cost of the
shares released to the employees. For shares purchased atter December 31, 1992, the Company's
contributions to the ESOP will be determined based on the fair value of the shares released to the
emplovees as of the release date.
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Foreign Currency Translation

The local currency has been used as the functional currency in Canada. The assets and liabilities
denominated in foreign currency are translated into U.S. dollars at the current rate of exchange
r,-xisting at _:.,rem'-end and revenues and EXPENSes are translated at the average mo:ll.tl'l.l_}-f exci'langr_-
rates. The translation gains and losses are included as a separate component of stockholders’ equi-
ty. Transaction gains and losses included in income are immaterial.

Recent Accounting Pronouncements

In December 1993, the Accounting Institute of Certified Public Accountants issued Statement of
Position 93-7, “Reporting on Advertising Cosis” (SOP 93-7). Under SOP 93-7, certain advertising
expenditures must be expensed either as incurred or the first time the advertising takes place.
Certain production costs incurred by the Company are currently amortized over periods not
exceeding one year. While the Company plans to adopt SOP 93-7 in fiscal 1995, it is not expected
to have a significant impact on the Company's results of operations.

In June 1993, Statement of Financial Accounting Standards No. 116, "Accounting for
Contributions Received and Contributions Made” (SFAS 116) was issued. SFAS 116 requires
companies that make contributions of cash and other assets, including unconditional promises to
give, to not-for-profit organizations, to recognize expense in the accounting period made. Under
SFAS 116, conditional promises to give should be recognized when the conditions on which they
depend are substantially met. Resulis of operations for the Company will not be significantly
impacted when SFAS 116 is adopted by the Company in liscal 1995.

Reclassifications
Certain balances in prior fiscal years have been reclassified to conform with the presentation
adopted in the current fiscal year.

Note t W O Long-Term Debt

The Company's long-term debt consists of the following (in thousands):

Janwary 29, January 30,

i . —— . e e — ——— e — — — — FFPF fﬂw
4%% Convertible Subordinated Notes, due February 15, 1997, convertible

into shares of common stock of the Company at a conversion price of

$38.75 per share. The Notes are redeemable by the Company at a

premium, plus accrued interest. beginning March 3, 1995. 5 804,985 5804,990
Commercial Paper. with a weighted average interest rate of 5.9%. 100,000 -
Capital Lease obligations payable in varying installments through

January 31, 2015 (sce note 5). 63,225 32,585
7.95% Unsecured Note, payable on September 1, 1995, incurred in

connection with the establishment of a leveraged Employee Stock

Ownership Plan and Trust (see Note 6); interest is payable semi-annually. 20,000 20,000
Variable Rate Industrial Revenue Bonds, secured hy letters of eredit or land, interest

rates averaging 2.7% during fscal 1994, payable in varying installments through

1999, 53,000 payable on December 1, 2010 and $5,200 payable on September 1, 2011, 9,966 10,500
Installment Notes Payable, interest imputed at rates between 9.5% and 11.5%,

pa:..'a.hh: in varying installments through 2014, 7419 7,592
Other A _ C AN . 466 458

Total long-term debt 1,006,061 876,125
_ Less current installments == L RN 2,077

Long-term debt, mciudinﬁ_cum:nt installments $ 983,369 5874,048

On February 3, 1992, the Company issued, through a public offering, $805,000,000 of its 4'4%
Convertible Subordinated Notes at par, maturing February 15, 1997, The Notes are convertible
into shares of common stock at any time prior to maturity, unless previously redeemed, at a con-
version price of $38.75 per share, subject to adjustment under certain conditions. The Notes are
not subject to sinking Fund provisions.



Notes to Consolidated Financial Statements (continued)

The Home Depot, Inc. and Subsidiaries

On February 28, 1995, the Company announced that its outstanding 44% Convertible
Subordinated Notes which had a face value of $804,985,000 would be redeemed on March 31,
1995, at a redemption price of $1,016.75 (which includes premium and acerued interest) per
£1,000 principal amount of Notes. Noteholders have the right through March 21, 1995 to con-
vert their Motes into approximately 25.81 shares of common stock of The Home Depot, Inc. tor
cach $1,000 principal ameunt of Notes at the conversion price of 538.75 per share. Conversion
of all the Notes would result in the issuance of approximately 20,774,000 shares of the
Company’s common stock.

In January, 1995, the Company established a $300,000.000 Commercial Paper program sup-
ported by a back-up credit facility with a maximum aggregate principal amount outstanding of
£300,000,000. The program expires November 1, 1997. The Commercial Paper borrowings are
classified as long-term debt as it is the Company's intention to refinance them on a long-term basis.
As of January 29, 1995, the Company was in compliance with all restrictive covenants.

The 7.95% Unsecured Note related to the ESOP requires, among other things, that debt shall
not exceed 66%% of consolidated assets, net of goodwill and current liabilities. The Company was in
compliance with all restrictive covenants as of January 29, 1995. The restrictive covenants related
to letter of credit agreements securing the industrial revenue bonds are no more restrictive than
those referenced or described above.

Interest expense in the accompanying consolidated statements of earnings is net of interest capi-
talized of $17,559,000 in fscal 1994, $13,912,000 in fiscal 1993 and $7,549,000 in fiscal 1992,

Maturities of long-term debt (excluding the 44% Convertible Subordinated Notes) are
522,692,000 for fiscal 1995, $3,197,000 for fscal 1996, $102,706,000 for fscal 1997, $2,594,000
for Fiscal 1998, and 52,805,000 for fiscal 1999,

Based on discounted cash flows of future payment streams, assuming rates equivalent to the
Company’s current incremental borrowing rate on similar liabilities, the fair value of the 7.95%
unsecured ESOP Note, the Variable Rate Industrial Revenue Bonds, the Installment Notes, the
Capital Leases, the Commercial Paper, and other notes payable as of January 29, 1995 is
$231,649,000. The fair value of the 4% Convertible Subordinated Notes as of January 29, 1995,
based on the quoted market price on the last business day of the year, is $986,107,000.

Note t h r e e Income Taxes

As discussed in Note 1, the Company adopted SFAS 109 as of February 1, 1993. The cumula-
tive effect of this change in accounting for income taxes, which resulted in a tax benefit of
$2,130,000, was determined as of February 1. 1993 and has been reflected in the consolidated
statement of earnings for the fiscal year ended January 30, 1994. Prior years’ linancial state-
ments have not been restated to apply the prmnsmns of SFAS 109.

The provision for income taxes from operations consists of the following (in thousands):

R - T
Fiscurl Yoar Endedt

- January 29, 1995 Jouwuary 30,199 Janwary 31, 1995

Current: = \! T
Federal £330,232 £236,888 S181,727
State 47,486 32,154 25918
LE. s s 377,718 269,022  207.645

Deferred:

Federal (1,875) 10.212 4,413
_Stare 93 00 2366 0 L0s2
o SN (2,468) 12,578 5465
" Total ] $375,250 S281,600 $213,110
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The Company’s combined state and Federal effective tax rate from operations for fiscal years 1994,
1993 and 1992, net of offsets generated by targeted jobs tax credits, were approximately 38.3%,
38.2% and 37.0%, respectively. The 1994 and 1993 fiscal year effective tax rates include the effect of
the corporate Federal tax rate increase from 34% to 35% enacted into law during the Company's 1993
fiscal year. A reconciliation of income tax expense from operations at the Federal statutory rate to
actual tax expense from operations for the applicable fiscal years follows (in thousands):

e i Fiscal Year Ended =
Janwary 29, 1995 Jamuwary 30, 199 January 31, 1995

Income taxes ot Fedaral statutory rate 5342913 S257,905 5195,831

State income taxes, net of Federal income tax benefit 30,480 22,425 17.800

Other, net _ e 1,857 1,270 ) (521)
Total $375.250 S281.600 5213,110

The tax effects of temporary differences that give rise to significant portions of the deferred
tax assets and deferred tax liabilities as of January 29, 1995 and January 30, 1994 are as fol-
lows (in thousands):

Jarnwary 29, 1995 January 30, 1995

Deferred Tax Assets:

Accrued zelf-insurance liabilities § 40,906 $ 26,813
Other acerued hiabilities 28,061 16,300
= Nl X —TE

Deferred Tax Liabilities:
Accelerated depreciation (77,061) (62,835)
Other IS aLi6)  (810)
_._ ~ Total gross deferred liabilities - (88,225) (70,9400
Net deferred tax liability = $(19,258) $(27,827)

No valuation allowance was recorded against the deferred tax assets at Januvary 29, 1995,
January 30, 1994, or February 1, 1993. The Company's management believes the existing net
deductible temporary differences comprising the total gross deferred tax assets will reverse
during periods in which the Company generates net taxable income.

For fiscal years ending before January 31, 1993, deferred income taxes resulted from differences
in the timing of reporting income and expenses for financial statement and income tax purposes. The
sources of these differences and the tax effect of each for fizcal 1992 are as tollows (in thousands):

Accelerated depreciation $12,245
Accrued self-insurance liabilities (9,132)
Other accrued liabilities (574)
Other, net e SN 2.926

Total 5 5465

Note fo u r Employee Stock Plans

The Company has stock option plans that provide for the granting of incentive and non-qualified
options to purchase the Company’s common stock to selected key employees, officers and directors.

Under the Employee Incentive Stock Opiion Plan of 1981, options for 43,560,692 shares, net of
cancellations (of which 41,246,391 had been exercised), have been granted at 5.16 to $18.83 per share
as of January 29, 1995. Such options may be exercised at the rate of 25% per year commencing with
the first anniversary date of the grant and expire afier five years. The Plan expired on June 1, 1991
and the shares available for grant were carried over to the 1991 Omnibus Stock Option Plan.
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Under the Non-Qualified Stock Option Plan of 1984, options for 679,124 shares, net of can-
cellations (of which 529,232 had been exercised), have been granted at $1.53 to $9.86 per share
as of January 29, 1995. Such options may be exercised at varying rates commencing on the third
anniversary date of the grant and expire on the tenth anniversary date of the grant. The Plan
expired on June 1, 1991 and the shares available for grant were carried over to the 1991
Omnibus Stock Option Plan.

The provisions of the 1991 Omnibus Stock Option Plan, which became effective June 1, 1991,
authorize a maximum number of shares available for grant equal to the cumulative number of shares
available the previous year plus one percent of the number of shares of common stock issued and
outstanding at the beginning of each fiscal year the plan is in effect. Under the 1991 Omnibus Stock
Option Plan, options for 6,852,504 shares, net of cancellations (of which 426,102 had been exer-
cised), have been granted at $24.50 to $48.94 per share. As of January 29, 1995, the maximum
shares available under this plan for future grants were 30,408,417.

The following summarizes shares outstanding under the plans at January 29, 1995, January 30,
1994 and January 31, 1993 and changes during the fiscal years then ended (in thousands of shares):

Frscal Year Ended
January 29, 1995  January 50, 1999  January 51, 1995
Number of option shares

At beginning of year

Outstanding 9,647 12,455 14,750

Exercisable VAT 4,528 4,676
During the year

Issued 1,981 1,831 3,549

Cancelled 306 352 415

Became exercisable 2,843 2,536 5,381

Exercised 2,631 4,307 5,429
At end of year

Outstanding 8,691 9,647 12,455

Exercisable 2,969 2,757 4,528
Average price per share

Outstanding at the end of year $30.57 $23.50 $14.89

Exercised during the year $10.66 $S8%A2 $ 4.99

In addition, the Company had 2,375,460 shares available for future grants under the
Employee Stock Purchase Plan at January 29, 1995. This plan enables the Company to grant
substantially all eligible employees options to purchase up to 17,137,500 shares of common stock,
of which 14,762,040 shares have been exercised from inception of the plan, at a price equal to
85% of the stock’s fair market value at the date of grant. Shares purchased may not exceed the
lesser of 20% of the employee’s annual compensation, as defined, or $25,000 of common stock at
its fair market value (determined at the time such option is granted) for any one calendar year.
Employees pay for the shares ratably over a period of one year (the purchase period) through
payroll deductions, and cannot exercise their option to purchase any of the shares until the con-
clusion of the purchase period. In the event an employee elects not to exercise such options, the
full amount withheld is refundable. During fiscal 1994, options for 1,420,463 shares were exer-
cised at an average price of $34.72 per share. At January 29, 1995, 821,812 options were out-

standing, net of cancellations, at an average price of $36.68 per share.

Note fi V e Leases

The Company leases certain retail locations, office space, warehouse and distribution space,
equipment and vehicles. While the majority of the leases are operating leases, certain retail loca-
tions are leased under capital leases. As leases expire, it can be expected that in the normal
course of business, leases will be renewed or replaced. Total rent expense, net of minor sublease
income for the fiscal years ended January 29, 1995, January 30, 1994 and January 31, 1993
amounted to $164,381,000, $137,252,000 and $110,577,000, respectively. Real estate taxes,
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insurance, maintenance and operating expenses applicable to the leased property are obligations
of the Company under the building leases. Certain of the store leases provide for contingent
rentals based on percentages of sales in excess of specified minimums. Contingent rentals for fis-
cal years ended January 29, 1995, January 30, 1994 and January 31, 1993 were approximately
$9,744,000, $8,370,000 and $6,855,000, respectively.

The approximate future minimum lease payments under capital and operating leases at
January 29, 1995, arc as follows (in thousands):

Frrcal year Capital leaves Operating leases
1995 $ 10,411 § 184,801
1996 10,465 186.131
1997 10,486 176,534
1998 10,628 165,559
1999 10,780 161,801
Therealier 157,452 1,902,130
- 210,222 $2,776,956

Less: Imputed interest (146,997)

Net present value of capital lease obligations 63,225

Less: Current installments ol L . (803)

].anE-Enrm, :xcludin&r current installments $ 62,422

On the Consolidated Balance Sheet the long-term and short-term obligations for capital leases
are included in Long-term Debt and Current Installments of Long-term Debt, respectively. The
assets recorded at January 29, 1995 and January 30, 1994, net of amortization, in Net Property
and Equipment amounted to $68,647,000 and $40,608,000, respectively.

Note S 1 X Employee Benefit Plans

During fiscal 1988, the Company established a leveraged Employee Stock Ownership Plan and Trust
(ESOP) covering substantially all full-time employees. At January 29, 1995, the ESOP held a total of
7.558,551 shares of the Company’s common stock in trust for plan participants. The ESOP purchased
the shares in the open market with the proceeds of loans obtained from the Company during fiscal
1992, 1990 and 1989 totaling $81,442,000. Of that amount, the Company borrowed $20,000.000 dur-
ing 1988 in a private placement (see note 2), which in turn was loaned to the ESOP for the purpose
of purchasing the shares. The additional $61,442,000 loaned to the ESOP was funded by cash from
operations of the Company. Outstanding loans totalling $31,810,000 to the ESOP are due and payable
to the Company in varying amounts from 1995 through 2001.

The Company’s Board of Directors authorized loans to the ESOP up to $90,000,000. The
Company may advance funds to the ESOP so that the ESOP may purchase up to an additional
58,558,000 of the Company's stock in the open market at prices the ESOP deems desirable.

The Company's common stock purchased by the ESOP is held in a "suspense account” as col-
lateral for amounts loaned by the Company. The Company makes annual contributions to the
ESOP at the discretion of its Board of Directors which the plan trustee is required to use to make
loan interest and principal paymentis to the Company. When the Company commits to make con-
tributions to the ESOP, a portion of the common stock is released from the "suspense account” and
allocated to participating employees. As of January 29, 1995, 5,296,862 shares had been allocated
to participating employees, 433,295 shares were committed to be released, and 1,828,394 shares
were held in suspense by the trustee. Any dividends on unallocated shares are used to service the
ESOPs5 debt, to pay expenses of the ESOP, to purchase additional shares of the Company or to
purchase other investments. The unpaid portion of the ESOPs obligation to the Company is
recorded as a reduction of stockholders’ equity. The Company's contributions to the ESOP were
512,500,000, $6,000,000 and $8,200,000 for the fiscal years 1994, 1993 and 1992, respectively.
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The Company adopted a non-qualified ESOP Restoration Plan in fiscal 1994, The primary pur-
pose of the Plan is to provide certain emplovees deferred compensation that they would have
received under the ESOP if not for the maximum compensation limits under the Internal Revenue
Code of 1986, as amended. The Company plans to establish a “rabbi trust” to fund the benefits
under the ESOP Restoration Plan. Compensation expense for 1994 related to this plan was not
significant. Funds to be provided to the trust will primarily be used to purchase shares of the
Company’s common stock on the open market.

MNote S e V e n Investments

The Company’s investments are all classified as available for sale and consisted of the following

at January 29, 1995 and January 30, 1994 (in thousands):

S eAy S e amsiacy N I
Grows Grows (e (e
Amortized unrealized nnrealized  Fair Amortized  wnrealized  wnrcalized  Fair
: ool gatinee  dodves waaliwe il gerirny fnaes vl
Tax exempt notes and bonds % 95079 $- $1,431 $935.648 S104996 5 482 5 12 $105.466
U.S. Treasury securities - - - - 61,286 449 18 61717
LI.S. government
agency securities 15,000 - 296 12,704 74,940 157 200 74,897
Commercial paper - - - - 16,496 3 6l 16.438
Certficates of deposit - - - = 30,000 - 189 29811
Corporate obligations 13,900 - 139 13,761 209903 2479 211 212,171
Preferred stock 14,998 - A 14,697 46,831 271 4 47,098
Corporate Asset-
backed securities 6,415 - 127 6,288 61,288 389 320 61357
Other 15,636 - - 13,636 6,859 35 - 68M
157,028 - 2,294 154,754 612,599 4,265 1,015 615849
Short-term, incloding:. 0000000 A
current maturities of
long-term investments 57,345 - 633 56,712 330976 2,322 774 332,524
_ Long-term investments 99,683 - 1661 98,022 281,623 1,943 241 283,325
Total $157,028 - $2,294 5154,734 $612,699 §$4.265 351,015 $615.849

Proceeds from sale of investments available for sale during the year ended January 29, 1995 were
$526,696,000. Gross gains of $1,638,000 and gross losses of $1,251,000 were realized on those sales.

Maturities of investment securities classified az available for sale were as follows at January 29,
1995 (in thousands):

Amortized Coot

Due within one year ~§ 52842
Due after one year through five years 99,683
Mortgage-backed securities not due at a single date 4,505
$157,028
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Note e 1 g h t Commitments and Contingencies

At January 29, 1995, the Company was contingently liable for approximately $131,896,000
under outstanding letters of credit issued in connection with purchase commitments.

The Company has litigation arising from the normal course of business. In management’s
opinion this litigation will not materially affect the Company’s consolidated results of operations.

Note n 1 n e Acquisition of Interest in Canadian Company

Effective February 28, 1994, the Company entered into a partnership and, as a result, acquired
75 percent of Aikenhead’s Home Improvement Warehouse which was operating seven ware-
house-style home improvement stores in Toronto, London and Kitchener, Ontario, Canada.
Subsequent to the acquisition, the partnership has opened five stores which include one store each
in Edmonton and Calgary, Alberta and Toronto, Ontario, and two stores in Vancouver, British
Columbia. At any time after the sixth anniversary of the purchase, the Company has the option to
purchase, or the other partner has the right to cause the Company to purchase, the remaining
25 percent of the Canadian company. The option price is based on the lesser of fair market value
or a value to be determined by an agreed-upon formula as of the option exercise date.

The purchase price paid for the 75 percent interest in the Canadian company was approxi-
mately $161,548,000 and was accounted for by the purchase method of accounting.
Accordingly, results of the partnerships operations have been included with those of the
Company from the date of acquisition. The excess purchase price over the estimated fair value
of the net assets as of the acquisition date of $66,800,000 has been recorded as goodwill and
will be amortized over 40 years. Proforma results of operations did not have a significant
impact on historical results of the Company and, therefore, are not presented.

sote LB T Guarceriy BinancialiData. (Unaudited)

The following is a summary of the unaudited quarterly results of operations for the fiscal years
ended January 29, 1995 and January 30, 1994 (in thousands, except per share data):

Net aarnings
Percent PP CORtN
feree i - cund corstron
vomparithle o Net equinalent
s v Netdales - dwiot . pofit - owmige e
Fiscal year ended January 29, 1995:
First Quarter 5 2,872,129 7% § B08,757 $1539,734 5 .31
Second Quarter 3,287,036 6% 895,817 178,014 539
Third Quarter 3,240,050 9% 8R0,568 140,774 51
 FourthOuarter 5077482 2 8% 203551 16597 52|
512,476,697 8% 53,485,493 604,501 51.32
Fiscal year ended Januvary 30, 1994:
First Quarter 5 2,180.218 7% 5 601700 $106.799 § .24
Second Quarter 2,453,756 9% 661,834 134,504 30
Third Quarter 2317572 6% 626,186 105,418 23
~ Fourth Quarter 2,287 417 6% 663,659 112680 .25
$ 9,238,763 7%  $2,553379 $457,401 S1.01
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Management's Responsibility for Financial Statements

The Home Depot, Inc. and Subsidiaries

The financial statements presented in this Annual Report have been prepared with integrity and
objectivity and are the responsibility of the management of The Home Depot, Inc. These financial
statements have been prepared in conformity with generally accepted accounting principles and
properly reflect certain estimates and judgments based upon the best available information.

The Company maintains a system of internal accounting controls, which is supported by an
internal audit program, and is designed to provide reasonable assurance, at an appropriate cost, that
the Company's assets are safeguarded and transactions are properly recorded. This system is con-
tinually reviewed and modified in response to changing business conditions and operations and as
a result of recommendations by the external and internal auditors. In addition, the Company has
distributed to associates its policies for conducting business affairs in a lawful and ethical manner.

The financial statements of the Company have been audited by KPMG Peat Marwick LLF,
independent auditors. Their accompanying report is based upon an audit conducted in accordance
with generally accepted auditing standards, including the related review of internal accounting
controls and financial reporting matters.

The Audit Committee of the Board of Directors, consisting solely of outside Directors, meets
periodically with the independent auditors, the internal auditors and representatives of management
to discuss auditing and financial reporting matters. The Audit Committee, acting on behalf of the
stockholders, maintains an ongoing appraisal of the internal accounting controls, the activities of the
outside auditors and internal auditors and the financial condition of the Company. Both the
Company s independent auditors and the internal auditors have free access to the Audit Committee.

Ronald M. Brill
Executive Vice President
Chief Financial Officer

Treasurer

Independent Auditors’” Report

The Board of Directors and Stockholders . .
The Home Depot, Inc.: WN Peat Marwick

We have audited the accompanying consolidated balance sheets of The Home Depot, Inc. and
subsidiaries as of January 29, 1995 and January 30, 1994, and the related consolidated state-
ments of earnings, stockholders’ equity, and cash Hows tor each of the years in the three-year
period ended January 29, 1995. These consolidated financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these consolidat-
ed financial statements baszed on our audits.

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 misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall Anancial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present [fairly, in all
material respects, the financial position of The Home Depot, Inc. and subsidiaries as of January 29,
1995 and January 30, 1994, and the results of their operations and their cash flows for each of
the years in the three-year period ended January 29, 1995 in conformity with generally accepted
accounting principles.

KPMG Peat Marwick LLP

Atlanta, Georgia
March 10, 1995
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Directors and Officers

The Home Depot, Inc. and Subsidiaries
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Bernard Marcus® Frank Borman®®+ Donald R. Keough®®+
Chairman of the Board Retired Chadrman of the Board Retired Preaident and
The Home Depot and Chief Fxecutive Offecer Chicl Operating Officer
Arthur M. Blank® Eaatern Airlines, Inc. and The Coca-Cola Company
Preaident Chairman of the Roard and Chairman of the Board
The Home Depot Patlex Corporation Allen & Company fne.
Ronald M. Brill Berry K. Cox®® Kenneth G. Langone®
Execitive Vice Prestdent Private Inveator Chairman of the Board
The Home Depot Milledge A. Hart, 1122+ and P.rrsuk‘nl‘ . i
James W. Inglis Chairman of the Board Tnvemed Asioctates, fnc.
Executive Vice President The Hart Group M. Faye Wilson®®
The Howe Depot Executive Vice President
Bank of America
o Jfember of the Executive Commuitee
@8 Member of the Audit Committee
& Member of the Conpensation Commiltice
Officers
Corporate Preston R. Kirby Northeast Division
Bernard Marcus' Viee Prewdent — Controller Larry Mercer!
Chairman af the Board Bill Pefa President
Chief Executive Officer Viee PrevidentiGeneral Manager — Barry Silverman
Secrelary Mexico Vice President — Merchandtaing
Arthur M. Blank! Don Singletary Vern Joslyn
A Vice President — Vice President = Store Operations
Chief Operating Officer Employee Relations North Atlantic
f:onald f'\':} B;g:mk Lawrence A. Smith Dennis Johnson
SEECRIUN: AAE £ IREIEnL Vice President — Legal Vice President — Store Operations
LMFMHM{JI’ ﬂ.l'j’h‘# T L. Smi h M- Alantic
i erence L. Smit
Bill Hamlin® Viee President/General Manager —
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A}Mﬁﬂm&w 2 Richard L. Sullivan W. Andrew McKenna'
James W Inglis! Vice President — Advertising P ”*"‘*‘"!;
HE ; Edward A. Wolfe Ken Ubertino
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g:rff-’“: Iﬁ:ﬁrx«ﬁ" Vice President — Lova Prevention Vice Preaident — Merchandising
Alan Barnaby RDIJ'EIT (;lilhl‘ﬂh ’
Sumior Vice President — Southeast Division Vice Preaident — Store Operutions
Store Operations Bruce Berg'
Marshall L. Day' President The Home Depot
Cemiar Vias Preatoertt o Jesse Behnke Canada
Finance Vice President — Stephen Bebis’
: ; Merchandisingidid-South Prewident
Richard A. Hammill ; .
Senior Vice President — Larry Bucksbarg Leonard Kapiloff

darketing and Advertising
William E. Harmis

Sentor Vice Prestdent =
Corporate Development
SIEElhen R. Meszana
Semor Viee Preaddent -
Human Resources

Peter E. Cleaveland

Vige Prewident = Lowpeatics
Bryan J. Fields

Vice Prescdent = Real Evtale
Kerrie R. Flanagan

Viee Presedent =
Aerchandive Accounting
Bonald B. Gnffin
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Information Servicea

Ted Kaczmarowski

Viee Prestdent = Conatraselion

Vice President — Stare Operations
Mid-South
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Tony Brown
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Western Division
Harry Pierce’

President

Bill Hogan

Vice President — Merchandiing
Jell Birren

Vier Preaident — Stare Operations
Paul Rodriguez

Vice Preaident = Store Operations

Vice Prewident = Mercbandioing

Thomas “Buzz" Smith
Vice President — Store Operations

Expo Design Centers Division
Bryant Scott’

President

Steve Smith ,

Vice President = Merchandiving
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President

! Execative offtcer and officer anbyoct fo the
repoiling requirements of Section 16 of
the Securitics Exchange Act of 1974
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Corporate

The

Home

Depot,

Infurmaltion

Inc. and Subsidiaries

Corporate Offices

The Home Depot, Inc.

2727 Paces Ferry Road
Atlanta, Georgia 30339-4089
Telephone: (404) 433-8211

Transfer Agent and Registrar
The First Mational Bank of Boston
P.O. Box 644, Mail Stop 45-02-09
Boston, Massachusetts 02102-0644

Telephone:
1-800-730-4001 (Voice)
1-800-952-9245 (TTY/TDD)

|m]ui:l_'||:1|_'|11 Auditors
KPMG Peat Marwick LLP
Suite 2000

303 Peachtree Street, NE
Atlanta, Georgia 30308

Stock Exchange Listing
New York Stock Exchange

Trading Symbol — HD

Annual Meeting

The Annual Meeting of Stockholders will be held at
10:00 a.m., May 31, 1995, at Cobb Galleria Centre,
2 Galleria Parlway, Atlanta, Georgia 30339,

Number of Stockheolders

As of March 10, 1995, there were approximately
63,100 stockhalders of record. This number
excludes individual stockholders holding stock
under nominee security position listings.

Corporate Social

Responsibility Report

For a copy of the 1994 Home Depot Corporate
Social Responsibility Report, which also includes
guidelines for applying For philanthropic grants,
contact the Community Affairs department ar the
corporate offices.

Dividends Per Commeon Share

Dividend Reinvestment/

Stock Purchase Plan

Stockholders of record may acquire additional
shares of The Home Depot's commeon stock through
its Dividend Reinvestment/Stock Purchase Plan.
Quarterly cash dividends, as well as semi-monthly
cash contributions from $10 up to $4,000 monthly,
may be invested through this plan. For all commu-
nications regarding this service, contact:

The First National Bank of Boston
PO. Box 1681, Mail Stop 45-01-06
Boston, Massachusetts 02105-1681

For more information regarding this plan contact:
1-800-730-4001 (Voice)
1-800-952-9245 (TTY/TDD)

Stockholder Relations

To enhance service to our stockholders, we have a
stockholder information hotline. By dialing (404)
984-2776, you can receive Company information of
interest to investors/stockhelders.

Effective in September 1995, Internet users can
access, on the Warld Wide Web, copies of financial
reports including recent filings with the Securities
and Exchange Commission at www.homedepot.com.

Form 10-K

A copy of the Company's Annual Report on Form
10-K for the fiscal year ended January 29, 1995,
as filed with the Securities and Exchange
Commission, will be sent to any stockholder upon
request in writing to:

Investor/Public Relations
The Home Depot, Inc.

2727 Paces Ferry Road
Atlanta, Georgia 30339-4089

Quarterly Stock Price Range

Fiscal 1994:
First Quarter 5.0300
Second Quarter 400
Third Quarter 0400
Fourth Quarter 0400
Fiscal 1993:;
First Quarter £.0225
Second Quarter 0300
Third Quarter L0300
Fourth Quarter L0300 _|

High Low
Fiscal 1994:
First Quarter 44 37
Second Quarter 467 39
Third Quarter 464 39%
Fourth Quarter 484 A4
Fiscal 1993:
First Quarter 504 39%
Second Quarter 47 41%
Third Quarter 47 35
Fourth Quarter A 364
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