
TARGET CORP
Form 11-K
June 22, 2006

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 11-K

(Mark One)

ý ANNUAL REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 [NO FEE
REQUIRED]

For the fiscal year ended December 31, 2005

OR

o TRANSITION REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 [NO FEE
REQUIRED]

For the transition period from                      to                     

Commission File Number 1-6049

A.            Full title of the plan and address of the plan, if different from that of the issuer named below:  Target Corporation 401(k) Plan.

B.            Name of issuer of the securities held pursuant to the plan and the address of its principal executive office:

TARGET CORPORATION

1000 Nicollet Mall

Minneapolis, Minnesota 55403
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Report of Independent Registered Public Accounting Firm

The Board of Directors

Target Corporation

We have audited the accompanying statements of net assets available for benefits of the Target Corporation 401(k) Plan (the Plan) as of
December 31, 2005 and 2004, and the related statements of changes in net assets available for benefits for the years then ended. These financial
statements are the responsibility of the Plan�s management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. We were not engaged to perform an audit of the Plan�s internal control over financial reporting. Our audit included consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Plan�s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. 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 net assets available for benefits of the Plan at
December 31, 2005 and 2004, and the changes in net assets available for benefits for the years then ended, in conformity with U.S. generally
accepted accounting principles.

Our audits were performed for the purpose of forming an opinion on the financial statements taken as a whole. The accompanying supplemental
schedules of assets (held at end of year) as of December 31, 2005, and reportable transactions for the year then ended are presented for purposes
of additional analysis and are not a required part of the financial statements but are supplementary information required by the Department of
Labor�s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974. The supplemental
schedules are the responsibility of the Plan�s management. These supplemental schedules have been subjected to the auditing procedures applied
in the audits of the financial statements and, in our opinion, are fairly stated in all material respects in relation to the financial statements taken as
a whole.

                                                                                                                                /s/ ERNST & YOUNG LLP

Minneapolis, Minnesota

June 19, 2006
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Target Corporation 401(k) Plan

Statements of Net Assets Available for Benefits

(In Thousands)

December 31
2005 2004

Assets
Investments $ 4,674,162 $ 4,520,249
Securities sold but not settled � 4,958

Receivables:
Participant contributions 4,135 3,771
Employer contribution 2,678 2,344
Interest 2,822 2,357
Total receivables 9,635 8,472
Total assets 4,683,797 4,533,679

Liabilities
Expenses payable 66 58
Total liabilities 66 58
Net assets available for benefits $ 4,683,731 $ 4,533,621

See accompanying notes.

2

Edgar Filing: TARGET CORP - Form 11-K

6



Target Corporation 401(k) Plan

Statements of Changes in Net Assets Available for Benefits

(In Thousands)

Year Ended December 31
2005 2004

Additions:
Additions to net assets attributed to:
Participant contributions $ 192,289 $ 202,727
Employer contributions 116,959 122,447
Investment income:
Interest and dividends 52,264 46,508
Net realized and unrealized appreciation in fair value of investments 231,541 899,278
Total additions 593,053 1,270,960

Deductions:
Deductions from net assets attributed to:
Distributions to participants (431,912) (550,618)
Trustee fees (1,326) (1,085)
Administration fees (9,705) (9,377)
Total deductions (442,943) (561,080)
Net increase 150,110 709,880

Net assets available for benefits:
Beginning of year 4,533,621 3,823,741
End of year $ 4,683,731 $ 4,533,621

See accompanying notes.
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Target Corporation 401(k) Plan

Notes to Financial Statements

December 31, 2005

1. Description of the Plan

Employees of Target Corporation (the Company) who meet certain eligibility requirements of age and hours worked can participate in the Target
Corporation 401(k) Plan (the Plan). Under the terms of the Plan, participants can invest up to 80% of their current gross cash compensation in
the Plan, within Employee Retirement Income Security Act (ERISA) limits, in any combination of before-tax and/or after-tax contributions.

Participants become vested in Target Corporation's matching deposits over time, beginning with the day they become eligible to participate in
the plan:

Years Vested Percentage
Upon eligibility 20%
1 40%
2 70%
3 100%

Participant contributions are fully vested at all times. Participants who leave the Plan forfeit unvested Company contributions, which are then
used to reduce future Company contributions. For the years ended December 31, 2005 and 2004, forfeitures were $4.370 million and $4.322
million, respectively.  Pursuant to the Company�s sale of Marshall Field�s and Mervyn�s during fiscal year 2004, participants of these companies
discontinued contributions to the Plan. In accordance with the sale, affected participants� accounts became fully vested.

Participants identified as �highly compensated,� as defined by Internal Revenue Code (the Code) Section 414(q), are subject to limitations on the
amount and type of contributions that they may make to the Plan. Such participants� contributions are limited to pretax contributions of no more
than 5% of the first $210,000 of annual gross cash compensation earned.

Participants may receive benefits upon termination, death, disability, or retirement as either a lump-sum amount equal to the vested value of their
account or in installments, subject to certain plan restrictions. Participants may also withdraw some or all of their account balances prior to
termination, subject to certain plan restrictions.
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Expenses paid by the plan include: fund management fees (which are netted against investment interest income), trustee fees, monthly
processing costs (including record-keeping fees), quarterly participant account statement preparation and distribution, and other third-party
administrative expenses.
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The Plan allows for two types of loans, one for the purchase of a primary residence, the other a general purpose loan, subject to certain
restrictions, as defined in the Plan. Participants may have one of each outstanding at any given time. Repayment of loans, including interest, is
allocated to participants� investment accounts in accordance with each participant�s investment election in effect at the time of the repayment.

Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its contributions at any time and to
terminate the Plan subject to the provisions of the ERISA. In the event of plan termination, participants will become 100% vested in their
accounts.

For more detailed information regarding the Plan, participants may refer to the Summary Plan Description (SPD) available from the Company.

2. Accounting Policies

Accounting Method

All investments are carried at fair market value except fully benefit-responsive investment contracts, which are stated at contract value. Contract
value represents contributions made under the contract, plus interest at the contract rate, less funds used to pay plan benefits. Common stock is
valued at the quoted market price on the last business day of the plan year. Collective investment fund values are based on the fair value of the
underlying securities (as determined by quoted market prices) as of the last business day of the plan year. Participant loans are valued at the
unpaid principal balance, which approximates fair value.

New Accounting Pronouncement

On December 29, 2005, the Financial Accounting Standards Board (FASB) issued FASB Staff Position (FSP) AAG INV-1 and Statement of
Position (SOP) 94-4-1, Reporting of Fully Benefit � Responsive Investment Contracts Held by Certain Investment Companies Subject to the
AICPA Investment Company Guide and Defined � Contribution Health and Welfare and Pension Plans (FSP AAG INV-1 and SOP 94-1-1),
which revised the definition of fully benefit-responsive in SOP 94-4.  The adoption of FSP AAG INV-1 and SOP 94-4-1 is not expected to have
a material impact on the Plan�s net assets available for benefits or changes in net assets available for benefits.
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Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results may differ
from those estimates.

3. Investments

At December 31, 2005, the Plan allowed participants to choose from among 14 investment funds. Participants may change their fund
designations for past and future contributions on a daily basis.

One of the Plan�s investment options is the Stable Value Fund.  Contributions to this fund are invested in a portfolio of high-quality short- and
intermediate- term U.S. bonds, including U.S. government treasuries, corporate debt securities and other high credit quality debt securities. 
Participant accounts in this fund are credited with interest at a fixed rate, which is reset quarterly.  The Plan has agreements with two insurance
companies under which the insurance companies provide certain guarantees with respect to the availability of funds to make distributions from
this investment option.  These contracts are included in the financial statements at contract value (which represents contributions made under the
contract, plus earnings, less withdrawals and administrative expenses). Fair values of the investment contracts were approximately 101% and
103% of contract value for the years ended December 31, 2005 and 2004, respectively. Fair value was estimated based on the quoted market
values of the underlying securities. The yield on the Plan�s investment contracts for the years ended December 31, 2005 and 2004, ranged from
4.87% to 5.05% and from 4.53% to 5.09%, respectively. Under the contracts, the issuer does not guarantee payment of withdrawals at contract
value as a result of premature termination of the contract by the Plan or upon plan termination.
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The Plan�s investments are held by State Street Bank, the trustee. The Plan�s investments, including investments bought and sold as well as held
during the year, appreciated in fair value as follows:

Net
Appreciation
in Fair Value
During Year

(In Thousands)
Year ended December 31, 2005:
Collective investment funds $ 62,546
Target Corporation common stock 168,995

$ 231,541

Year ended December 31, 2004:
Collective investment funds $ 96,670
Target Corporation common stock 802,608
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