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Performance highlights
Group sales®

£57.7bn

Adjusted
diluted EPS*¥

21.85p

5.3% {0.0)%

{2N77- FRA Bhn) {2022: M.80p)

Adjusted operating Retail free cash flowat
profits®

£2,630m £2,133m
6.9)% (6.3)%

{2022: £2,825m) (2022: £2.277m)

Dividend per share Net debt?®
10.90p £(10,493)m
Unchanged (0.2)%

{(2022:10.90p) (2022: £010.518)m)

UK market share
(sales value)'®

27.3%
(391bps
{2022: 27.7%)

Group net
promoter score'

15pts
(5)pts
(2022: 20pts)

Statutory measures
Statutory revenue Operating profit

£65.8bn £1,525m
7.2% (40.4)%
(2022 £61.3bn) {2022: £2.560m)

Statutory profit Statutory diluted EP$

before tax
£1,000m 10.08p
(50.8)% (48.7)%

[2022: £2.033m) {2022: 19.64p}

A Alternative performance measures (APMs)

All measures apart from Nel debt are shown on a continuing operations basis unless
otherwise stated. with growth stated at actual exchange rates The Group has definea
and outlined the purpose of its APMs ir the Glossary starting on page 207

{a) Group sales exciude VAT and ‘uel
{b) Adjusted operating profit and Adjusted diluted EPS exclude the impact of adjusting items.
ic} Net dedt and Retall free cash flow exclude the impact of Tesco Bank
{d} UK market skare based on Kantar Grocers Total Till Roll on a 12-week basis ending
19 February 2023
{e! Basis - Tesco Global Brand tracker on g three-maonth roding basis 2022 NPS was
reported on a 1Z2-month rollng basis a1 1Bpts



Hello.

Tesco was built to be a champion for customers, serving them
every day with affordable, healthy and sustainable food.

Our commitment to our customers extends beyond our
stores, and into every local community we serve - in the UK,
Republic of Ireland (ROI), Slovakia, the Czech Republic and
Hungary. We provide extra support to those that need it,
through food banks, donation schemes and community grants.

This year, we have been laser-focused on keeping the cost of
the weekly shop affordable for our customers. At the same time,
we have invested in our colleagues and worked in partnership
with our suppliers, providing additional support where needed.

At the heart of Tesco is our fantastic team of more than 330,000
colleagues, who go above and beyond to make a difference.

We work hard to be an inclusive workplace, where all colleagues
can be at their best and build the skills to grow their careers.

In challenging times, our purpose has guided every part of the
Group, from Booker and One Stop to Tesco Bank, Tesco Mobile
and dunnhumby. Serving our customers, communities and
planet a little better every day is what we do.

Tesco PLC Annual Report and Financial Statements 2023



Tesco at a glance

The Tesco Group.

Tesco is a British grocery retailer, with its headquarters in the
United Kingdom.

We serve millions of customers every week, in stores and online
and provide additional services across the Tesco family.

Founded in 1919, Tesco began as a market stall in the East End of
London. Today we operate 4,859 stores in five markets: the UK,
the ROI, the Czech Republic, Slovakia and Hungary.

3,712

storesinthe
United Kingdem

Our businesses

The Tesco Group also 166
includes: Tesco Bank; _

Tesco Mobile; a network ;f;;isl;l'lrl:t:flreland
of One Stop convenience

stores; Booker, the UK’s 187
leading wholesale business; )

and our data-science ét:;ce; :;,stnc

business, dunnhumby.

157

stores in Slovakia

197

stores in Hungary

Key facts

£567.7bn  £2,630m £2,133m
Group sales Adjusted operating profit Retail free cash flow
2022: £54.8bn 2022: £2.825m 2022: £2.277m

To read more about our financial
performance go to page 30

* including franchises

Tesco PLC Anhuat Report and Financial Statements 2023



Strategic report

Our businesses

Tesco is a leading multinational grocery retailer,
which aims to serve customers affordable, healthy
and sustainable food.

www.tesco.com

Booker is the UK’s leading food and drink wholesaler,
serving caterers, independent retailers and other
businesses. Booker also owns symbol brands
including Budgens, Londis and Premier.

www.booker.co.uk

dunnhumby is a global leader in customer data
science. It works with brands, grocery retail, retail
pharmacy and retail financial services to provide
technology, software and consultancy services.

www.dunnhumby.com

One Stop is a retail convenience business with more
than 1,000 shops and a focus on being the best
store for customers in every neighbourhood.

www.onestop.co.uk

Tesco Bank offers a range of personal banking and
insurance products with the aim of making financial
products easier and better value for its customers.
The Bank helps more than five million customers
manage their money every day.

www. tescobank.com

Tesco Mobile is a mobile operator serving more than
five million UK customers. Established in 2003 as a
joint venture between Tesco and C2, Tesco Mobile
has grown into an award-winning network with
more than 500 phone shops.

www.tescomobile.com

Tesco PLC Annual Report and Financial Statements 2023



Supporting stakeholders through the cost-of-living crisis

Helping customers

spend less.

We understand the pressures that our
customers have faced this year, and
have been doing everything we can to
support them. We work relentlessly to
keep the weekly shop as affordable as
possible, offering great value in more
places than anyone else - from grocery
to mobile to banking.

Qur priorities throughout this peried have been clear: to help our
customers spend less: to continue investing in our colleagues:
and to deliver a pesitive difference in the communities we serve.
We have worked closely with our supplier partners to support
them through these challenging market conditions.

>8,000

value lines in the UK

Customers | Lowering the
price of the weekfy shop
through our powerful
combination of Aldi Price
Match, Low Everyday Prices
and Clubcard Prices.

Tesco PLC Annual Report and Financial Statements 2023

Our value proposition

UK & RQOI

Central Europe

Aldi Price Match and Price Guarantee: price
matching on the most important products
means customers can be confident they don't
need to shop elsewhere for grest value.

Low Everyday Prices: consistent low prices on
products customers buy regularly. so they can
confidently plan and manage their spend.

Ciubceard Prices: rewarding customers for
their loyalty with exclusive deals/discounts.

~8%

increase in UK hourly
colleague pay in 2022

Colleagues | Substantial
investment in colleague
base pay. on top of
cther benefits.



Strategic report

Unwavering support for customers.

Cur research with customers told us they wanted help with four key things:

Affordable food Healthy. affordable Fuel and Occasionat
and clothing choices travel costs treats

We leveraged our scale
and capabilities across the
Group to help customers
spend less during the year
and provide help where
they wanted it most.

@

£27.5m More than
support package 2 . I I ®
Suppliers | We have investeg 5 m I I o n
£27.5min the UK egg sector meals donated this year
in the past year.
Communities | We have given more than
52 million meals to food banks and charity

partners across the Group during
the past year.

Tesco PLC Annual Report and Financial Statements 2023




Purpose and values

Purpose and values.

A clear purpose unites the Tesco Group and supports the
ambitions and commitments of our business strategy. This
year, we lived our purpose through the many different ways

Serving our customers,

we served customers, stepped up for local communities and
progressed against our environmental commitments.

Our values.

Qur three yalues underpin our purpose, setting out how we work together as a team
and guiding the decisions and choices we make across the Group.

No one tries
harder for
customers.

We listen to cur customers. our
communities and each other. and use the
feedback provided to make better
decisions as a business. With the
expertise and knowledge of cur
colleagues, we change. innovate and
adapt to meet customer needs.

We treat people
how they want
to be treated.

People will always be at the heart of Tesco
- & place where everyone is welcome. An
inclusive. supportive workplace for our
colleagues. where they feel recognised
and rewarded for the work they do and
have cpportunities to get on, A business
where we build strong. long-term
relationships with cur suppliers and other
external partners. Respect. trust and
understanding is in our culture.

Tesco PLC Annual Report and Financial Statements 2023

communities and planet
a little better every day.

Every little help
makes a big
difference.

Help comes in all shapes and sizes. From
supporting local food banks and
community projects via our Community
Grants programme. to delivering great
service. our colleagues continue to
change things for the better. When we
add up the many things we ¢o at a local
level. together we make a big difference.



Chairman’s statement

This has been another significant year for Tesco. ence again
shaped by circumstances outside our control. The business has
demonstrated incredible resilience. as we stepped up to support
customers, colleagues, suppliers and communities through the
impact of rising cost pressures. At the same time. we have made
further progress towards achieving our strategic priorities and.
in turn. we have seen strong sales growth across the Group.

I want to say a big thank you to our colieagues for their hard work
and dedication throughout the year. Every team and colleague had
their own challenges to face, and have risen collectively to meet
those challenges increditly well.

Balancing the needs of all our stakeholders
You will see throughout this report what we have done during
the year to support our customers, colleagues. suppliers

and communities.

It has been a year when the Board and the executive team have
taken great care tc ensure we strike the right balance in everything
we do. In short, that we do the right thing by all our stakeholders.

We have invested in our value offer so we can help our customers
save money whether they are buying groceries or banking with us.
Our strong customer focus has meant we are the only fuil-line
grocer to grow UK market share in the past three years and our
brand NPS score is the highest of the full-line grocers.

It has also been important to invest in our colleagues throughout
these challenging times, improving reward packages delivered
across the Group. This recognises that our colleagues are at the
heart of Tesco, playing a vital role in ensuring we remain a strong
business and continue to deliver for customers.

it was also important to continue recognising the essential role
we play in the communities we serve. in particular how we stepped
up for them when they needed it most.

By getting this balance right. we have been able to deliver
top-line growth, profit and cash and this approach is delivering
for all our stakeholders.

Continued growth

This year, we have delivered strong sales performance in all
segments. with Group sales increasing 5.3% at constant rates
and Retail like-for-like sales up 5.1%. Retail adjusted operating
profit gecreased by (6.3)% to £2.5 billion. This reflects our
continued investment in great value and great quality for our
customers, at the same time as looking after our colieagues.

Strategic report

By delivering value
for customers,
we create
sustainable

value for
shareholders too.

Board changes

In June 2022, we said goodbye to Steve Goisby and Simon
Patterson who retired from the Board. We thank them for their
valuable contribution to Tesco over several years, Alison Platt
succeeded Steve Golshy as Chair of the Remuneration Committee.

Last October, we welcomed Caroline Silver to the Board as an
independent Non-executive Director and member of the Audit
Committee. Caroline has & wealth of experience across a number
of commercial. financial and governance roles and has brought
valuable knowledge and perspective to the Beard.

In September 2023, Dame Carclyn Fairbairn will be joining the
Board as an independent Non-executive Director. Dame Carolyn
will also be appointed as a member of the Remuneration
Committee and Corporate Responsibility Committee.

Lindsey Pownail will be retiring from the Board at the conclusion
of the 2023 AGM. Lindsey's retirement from the Board will mean
that she also steps down from her role as Chair of the Corporate
Responsibility Committee. where she will be succeeded by
Stewart Gilliland.

I am pleased that we centinue to make progress on gender
equality on the Board. reaching 42% female representation in line
with our target. We remain committed to equality across our
business and continue to work towards that goal.

Looking ahead

In the coming months, we will continue to manage the impact

of cost-of-living pressures and focus relentlessly on delivering
value for our customers. Significant uncertainty in the economic
environment remains. but Tesco is a strong business. with

more than 330.000 exceptional colleagues guided by the one
purpose of serving our customers. communities and planet a
little better every day.

Whatever the circumstances. | am confident our colleagues will go
above and beycnd to support cur customers and that by working
together we can continue to deliver against our strategy and
create sustainable long-term value.
'-’_'—_-
AV N L W, o S
John Allan CBE
Non-executive Chair
12 April 2023
For more information about how we have helped our
stakeholders see pages 4to 5, 8to 13 and 16.

Tesco PLC Annual Report and Financial Statements 2023



Group Chief Executive’'s review

Guided by our
purpose, we are
building a
stronger
business.

Last year we set out our new strategic priorities. and | am pleased
to say that we have made strong progress against them this year
as set out on pages 12 and 13.

We have continued to support our customers and delivered a
strong performance, responding with speed and agility to the new
and ongoing challenges we faced during the year. It is testament
to our resilience as a business. our careful planning. and our
flexibility that we have been able to do so with such success.

It is also testament to the briiliant work of the Tesco team.
and | want to thank each and every colleague for all they have
done. Individually and collectively, we have been guided by
our purpose to serve our customers, communities and planet
a little better every day. This united effort. as well as our
collaborative and supportive culture. is one of our biggest
advantages in tough times.

Supporting our customers with a relentless

focus on value

Inflation is a pressing reality for everyone - customers.
colleagues, suppliers, and every member of cur communities,
At Tesco, we know it is our job to listen, te understand and then
10 act to help customers through these challenges. We aiso know
customers are looking for value but do not want to compromise
on the other aspects of their shop that are important to them.
This is why we are focused on keeping the weekly shop not just
reliably affordable. but also healthy and sustainable. while
delivering great quality and cenvenience.

When it comes to vaiue, we know that customers are locking for
it wherever. whenever and however they choose to shop with us.
This is why we have doubled down on vaiue across the whole
Group. see page 4.

We have price-matched more than 600 every day items to Algi in
the UK. and locked our Low Everyday Prices on hundreds of
everyday stapies until Easter in the UK and ROI. We've also fully
rolled out Clubcard Prices to every market, and launched

new initiatives via Tesco Bank and Tesco Mobile. And. following the
launch of our cost-of-living hub through Tesco Bank. we can offer

Tesco PLC Annual Report and Financial Statements 2023

guidance and advice to help people manage their finances. Booker
has also been a champion of value. supporting customers with 2
price freeze on 450 key catering lines. For further details on all
these initiatives and more, see pages 4-5.

Recognising our celleagues

Our colleagues are at the heart of everything we do. We recognised
that with household costs rising in the UK. the ROland Central
Eurcpe. we needed to reflect their value in our reward package.
Colleagues in every market have therefore received substantial
investments in their base pay. In the UK. this included a nearly 8%
increase for hourly-paid colleagues in 2022.

Working in partnership with suppliers

Cur partnerships with suppliers have been essential this year

as we all worked hard to keep the weekly shop as affordable as
possible for customers. We recognise the infiationary pressures
that suppliers are facing and have therefore been committed to
working collaboratively to manage all associated impacts.

we've always been ciear that where there are pressures, we will
play our part in providing support. For example. we've announced
additional support for a number of agricultural sectors including a
£27.5m investment in the British egg industry and a 10% increase
in contract pricing for the 2022 potato harvest.

As a result. suppliers have voted us the number 1retailer in
the independently run Advantage survey for seven years
running reflecting cur commitment to strong partnerships
and collaboration.

Supporting our local communities

Having a positive impact on the communities we serve is central
to our purpose. and it was essential that we stepped up for them
when they most needed our support. We did this through our £1m
Golden Grant programme. offering a £10.000 grant to 100 local
charities chosen by customers. We also introduced Kids Eat Free
at Tesco Cafés during school holidays. giving away nearly 440.000
meals te children.



Butit's thc meals we provide 1o food charities and fuud batiks
that deliver the greatest positive impact. Tesco is the biggest
supplier of food distributed by FareShare. and alongside our
customers we are also the largest single source of food danations
for food barks for The Trussell Trust. | have been bowled over
this year by the continued generosity of Tesco colleagues and
customers in all our markets.

Looking after the planet

While we focused on the rising cost of living during the year. we
were acutely aware that we couid not put the environment on
hold. We needed to press ahead with urgency on reducing our
impact on the planet and we did just that. The relentless efforts
of our teams towards our net zero commitment have helped us
achieve a 55% reduction in emissions in cur own operations
since our 2015 baseline.

We also became the: first LK retailer to ban plastic wet wipes
and. in addition, we have removed twa billion pieces of plastic
from the UK business to date. In the UK. by summer 2023. all
Tesco tea bags will be compostable - that amounts to more
than one billion bags a year.

We are working closely with our farmers and suppliers to promote
bicdiversity in farming practices, We were particularly pleased this
year to launch a large-scale commercial field trial with five major
fresh produce suppliers to identify the most planet-friendly and
cost-effective alternatives to conventional fertilisers. This trial will
help reduce reliance on chemical fertilisers as well as reducing
greenhouse gas (GHG) emissions in the supply chain.

We continue to roll out electric vans for customer deliveries, and
our fleet has now grown to include nearly 300 vans. We also now
provide 2.500 customer electric vehicle (EV) charging points
across 600 stores, as we seek 1o minimise our own emissions
white working towards our overarching goal of net zero by 2050.
This remains an ongoing journey, and ane where we need 10 work
closely with cur suppliers and the industry.

Progress on our strategic priorities

| am delighted with the progress we have made since launching
our strategic pricrities and performance framewcrk last year.
As we have responded to the various challenges involved. our
priorities have only become more relevant as we buiid on our
unique strengths and focus on doing the basics brilliantly.

We dig into the details of our strategic priorities on pages 12 and
13. but | do want to say & few words on Clubcard. Since launching
Clubcard Prices in all our markets, we have had a great response
from customers. The number of active Clubcard holders we have
in Central Europe has trebled this year. with sales penetration
reaching 83%. Penetration in the ROl has risen to nearly 77%

this year. while we are at nearly 79% in the UK. We are ona
journey to make Clubcard more perscnalised. and have rolled
out individualised digital coupons to four million customers in

the UK alone.

Qur data science business, dunnhumby. is helping us to access
new revenue streams from Clubcard. Since launching the Tesco
Media and Insight platform with dunnhumby last year. we have
helped 450 leading brands increase the effectiveness of their
campaigns. build more interactive. two-way relationships with
customers. and grow loyalty for Tesco and our suppliers.

Strategic report

Delivering for shareholders

For sharehelders, we have delivered another year of strong
growth. Regardiess of the external challenges. we have remained
focused on cur strategic priorities and have been guided by our
purpose at all times.

while there is significant uncertainty in the year ahead, we have
cunfidence in our ability to continue to generate cash in the
coming years. and we are committed to a progressive dividend
policy. this year announcing a full-year dividend of 10.90p per share.

We are building good momentum and have strong plans in place
that will make the most of our unigue strengths. Above all, we have
a fantastic team of cclleagues helping to build & stronger business.

Ken Murphy
Group Chief Executive
12 April 2023

Reduced in price. Just as nice.

To help our customers find bargains more easily and
support our commitment to providing customers with
preat value. we launched our "Reduced in price. Just as
nice." areas in over 100 stores. These reduced-to-clear
sections feature a wide range of products at lower prices.
including fresh produce like salads. meat. bread and sweet
treats that are close to their expiry date. They not only
help customers find something tasty for dinner, or to pop
in the freezer. at a lower price - they also contribute to
our goal of halving food waste by 2025.

Visit www.tescoplc.com/news/2022/reduced-to-
clear-signage-revamp

Tesco PLC Annual Report and Financial Statements 2023
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Group Chief Executive’s review continued

Q&A
with Ken.

What is your highlight from this year?

My highlight is the time | have spent in stores. when I'm able to talk
to colleagues and customers and see some of the team’s great work
come to life. It's also a chance to get some honest feedback about
what is working and what isn't. Retail is a fast-moving industry, and
you learn so much from being on the shop floor. There's never a
better time to be in stores than at Christmas. | travelled around
various stores in the Christmas week and the atmosphere was
fantastic - | loved every minute

How has Tesco responded to the cost-of-living
challenges faced by colleagues this year?

It has been really important to recognise that colleagues have

faced rising household bills just as much as customers. Of course,
we have invested in pay. see page 16 for detalls. But we've also
made a humber of smaller changes that colieagues say have made a
huge difference. These range from doubling our Colleague Clubcard
discount over Christmas. to ensuring colleagues have plenty of
good food available for free in colleague rooms - not to mention
introducing a pay advance for any colleague who might be facing

an unexpected bill.

How have you balanced the needs of all
stakeholders?

This has been a year when all our stakeholders have faced their own
challenges and balancing those needs has been a delicate task. We
always strive to make sure we re doing the right thing and that we're
aligned to cur purpose of serving our customers. communities and
pianet a little better every day. All that work helps give stakeholders
confidence in our business. which in turn can create significant
value for our shareholders.

How has Tesco managed some of the year’s
broader macroeconomic and political instability?

In the same way that we've managed the various challenges over
the last three years. We have focused on what we can control.
Where there was expected disruption, we had exceilent plans in
place to mitigate that. Where we needed to respond quickly. we
demaonstrated just how flexible we can be. In my view, that mixture
of resilience and flexibility is a great strength of Tesco.

Has Tesco had to press pause on any
sustainability initiatives as it focused on serving
customers through the cost-of-living pressures?

No. and that's been really important. While the external focus may
have been on value and prices. it was essential that we didn’t drop
the ball on sustainability. in fact. we took our plans even further.
Now is a critical time to take action on climate change. and we're
doing thatl by driving improvements and innovation at every point
in our value chain. That's first in our own operations. then in our
supply chain and for our customers. Our plan on climate action
focuses on the areas where we ¢an make the biggest difference

- energy. transport. waste. food production and diets.

Tesco PLC Annua! Report and Financial Statements 2023

You have talked previously about food
security. Is this still a concern?

i believe that people haven't talked about food security enough
until now. If you look at the droughts in China. the floods in
Pakistan. the crop failures in Canada and the US last year. you
have to assume that we're going to see an even greater increase
in food insecurity. After energy, the food system has the greatest
impact on the environment. We continue to work closely with our
suppliers to improve food systems around the world and support
them in making more sustainable choices. We have invested
significantly in UK agricuitural supply chains as they face
challenging market conditions. aiming to ensure they're
sustainable in the long term. We continue to work on tackling
deforestation in Brazil. During COP27. we joined forces with

40 UK food companies and soy suppliers in announcing a landmark
set of actions to ensure all soy used in animal feed in the UK is
deforestation-free. These commitments will help us to deliver
against the aims of the UK Soy Manifesto. which was agreed by
the industry at COP26 in Glasgow.

What progress have you made towards your
health targets?

Fating a well-balanced. healthy. sustainabie diet is one of the best
ways we can look after our health and the health of the planet

- and we want to make it easier than ever for our customers to
do this. We launched our Better Baskets campaign to help 1o
make Tesco the easiest place to shop for affordable. healthy.
sustainable food. This year we've driven an impgrovement in our
health scores. from 58% to B0% in the UK & RO! and maintained
the baseline position of 49% in Central Europe. We've removed
mare than 71 billicn calories since 2018 through reformulation.
We continue to look for ways to support customers and remove
barriers to healthier eating. such as the Kids Eat Free offer in our
cafés that helps children access a nutritionally balanced meal
outside term time

What are the key priorities for the
year ahead?

I'm excited about the momentum we are building. We have a
formula that's working and that we can build on and accelerate.
For me, it's about really making progress against those key
strategic priorities. There's plenty of exciting innovation in

the pipeline - in product development. channels and

customer experience.

What is your outlook for the year ahead?

As we build on our momentum over the coming year. we believe
that it's as important as ever to remain focused on investing in
our custermers and delivering them the great value and quality
they expect when shopping.



Our market context

Strategic report

Meeting market needs.

Market drivers

How we are responding

Concerns over cost of living

The rise in househaold costs means that more than ever
before. customers are looking for affordable solutions while
maintaining their standard of living. Customers are more
selective and deliberate on what they spend their money on.
loaking for ways to make Lheh food budget go further

For us, that makes it essential to deliver the best quality at the best
price. Our value proposition of Low Everyday Prices combined with
exceptional value cffered by Clubcard Prices and Aldi Price Match
means we are at the most competitive position we have been in for
many years. As customers look for the best value. we offer that right
across the store - from the volume-driven success of our Price Lock
campaign through to the growth of our Finest range For some
customers. it is trading down from national brands to great value Tesco
products. For others. it is seeking out Tesco from one of the higher-
priced. premium-focused retailers, or using our great range of ready
meals instead of a takeaway or restaurant mea!.

Planet protection

with the effects of climate change becoming more pronounced
and happening more frequently across the globe, customers
want 1o take action to reduce their impact on the environment,
They expect responsible businesses to do the same. As a result.
many customers are seeking responsibly sourced. less resource-
intensive goods that safeguard the planet.

The efforts of our teams towards our net zero commitment have
helped us achieve a b5% reduction in emissions in our own operations
against a 2015/16 baseline, see more on pages 18 and 19. We became
the first UK retailer to ban plastic wet wipes and. in addition. we have
removed 2 billion pieces of plastic from the UK business to date. We
are also taking action to reduce emissions across our supply chains,
trialling agricultural innovations such as low-carbon fertilisers,
alternative animal feeds and vertical farming technigues.

Recognising diversity

As society is projected to become more diverse. the need
far representation and recognition is growing Customers
are increasingly looking to brands that take pride in - and
champion - differences.

M
As one of the largest employers in the UK. we recognise the importance
of representing the communities we serve. Central Lo achieving this goal
is our diversity and inclusicn strategy. and the support we give £o our
colleagues on their individua! career journeys, During the year we
launched our Black Action Plan and were named among The Times Top
50 Employers for Women for the second year running. For more
information. see our Everyore’s Welcome report at www.tescoplc.com/
media/759669/1es5co-averyones- welcome-report-2022.

we continue to look for ways 10 promote inclusivity and increase
representation for our customers. These include: the launch of a
basics range with skin tone colours. introducing products specifically
designed for Black hair. and reflecting the diversity of our customers
in our advertising.

Digital retail

Recent years have seen a significant increase in the number

of businesses facusing on online. quick. and checkout-free
commerce. Customers have access 10 shopping whenever,
wherever ang however they want it. And they continue to expect
better, faster. integrated digital retail to make shopping easier.

One of our strategic prioritiesis to be Easily the most convenient for
our customers. Qur extensive store footprint reached & milestone

with the opening of our 2.000th UK Tesco Express store in Cambridge
in March. That. combined with more than 1,000 One Stop stores and
maore than 7.000 Booker fascias. means we have the largest network of
convenience stores across the UK. This is complemented by the UK's
biggest online grocery service and exciting new initiatives such as our
whowosh rapid-delivery service and our frictioniess GetGo stores

Local community respect

The effects of the pandemic led to many people spending more
time in their local areas. The continued prevalence of
homeworking has continued this. with a knock-on effect being
increased care for and prioritisation of local environments

Having a positive impact on the communities we serve is centrat to

our purpose. We stepped up for them in the past year through our £1m
Golden Grant programme. offering a £10.000 grant to 100 local
charities chosen by customers. We also introduced Kids Eat Free

at Tesco Cafes during school holidays. giving away nearly 440,000
meals to children.

N —

Tesco PLC Annual Report and Financial Statements 2023



Our strategic priorities

Progress against our
strategic priorities.

Taken together, these strategic priorities enable us to continue delivering great value, increasing customer loyalty, and staying
competitive while ensuring we remain agile and efficient as a business. These four priorities help us maintain our focus on doing
the basics brilliantly and leveraging our unique strengths to accelerate growth.

Magnetic value for customers

Redefining value to become the customer’s favourite

Why it is important Progress during the year
- Demonstrating the importance of value underpinned - Continued tc strengthen our value proposition with
by price, quality and sustainability thousands of products now available through Aldi

Price Match. Low Everyday Prices and Clubcard Prices
in the UK & ROI, and Low Price Guarantee and
Clubcard Prices in Central Europe

Removing price as a reason to shop elsewhere
- Making healthy, sustainable food affordable for everyone

- Working with supp?iars to develop sustainably sourced - Launched twe price locks in the UK & ROI on thousands
DrOdeCt_s of the highest quality of everyday products. giving customers great value on
- Continuing to make a positive contribution to the their weekly shop

communities in which we operate - Launched 998 new products over the year. including

349 Finest products. Drove 6.8% growth in Finest sales

- Continued to make progress cn minimising our impact
on the planet including accelerating plans to halve food
waste: launching a zero-emission electric lorry: and
investing in a new facility to protect the Brazilian
rainforest against deforestation from soy cultivation

- Launched our Better Baskets campaign to heip
customers make healthier. more sustainable
shopping choices

v | love my Tesco Clubcard

T
ICcC Increase loyalty and access new sources of revenue

Why it is important Progress during the year

1

- Creating a personalised shopping experience for Clubcard penetration reached 79% in the UK, 77%
customers by leveraging unigue insights offered by in the ROl and 83% in Central Europe
one of the UK's leading digital retail platforms 21 million active Clubcard households

- Developing incremental revenue opportunities with 11.7 million Clubcard app users in the UK. 2 million
suppliers tc help them offer customers tailored and in Central Europe and 0.7 million in the RO
relevant products

Doubled the number of UK customers recelving in-app
personalised coupons to 4 million

- Celeprated the tirst anniversary of our Media and Insight
platform and new-product suite - now working with
more than 450 consumer goods brands

12
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Easily the most convenient

Incremental capital-light growth

Why it is important

- Serving customers wherever. whenever and however
they want to be served.

- Supporting growth of our core ¢nline business.

Caontinuing strong growth of convenience through
capital-light opportunities to maximise return.

- Continuing evolution of large stores as the backbone
of online grocery husiness as we maximise our
existing assets.

- Continuing to test and fearn from trials of new
on-demand services 1o develop the right offer focused
on convenience stores that complements our existing
online business.

Save to invest

A cost-efficient retailer

Why it is important

- Aiming to simplify. be more productive and reduce costs.

- Focus on offsetting inflaticn in the medium term and
creating headroom to fund investments.

- Committed to spending money only where it adds value
for customers and makes a real difference.

Progress during the year

- Opened three more GetGo stores with new
hybrid format.

- Whoosh now availabie in 1,000 stores. with up
10 10.000 products available to customers.

~ Opened our fifth and sixth urban fulfiiment centres.
- Opened our 2.000th UK Express store in March.

- More than 70% of UK households are now within
25 minutes of a Click & Collect site.

- Celebrated 4.000th Premier opening. bringing the
total number of fascias across Premier. Londis
and Budgens to more than 7.000.

- Completed the conversion of nine Joyce’s stores
to Tesco stores in ROIL

Progress during the year

- Strong track record of savings delivery across four
streams: goods & services not for resale; property;
operations; and central overheads.

- Delivered accelerated savings in excess of £550m.

- Ontrack to deliver original three-year plan 12 months
early with at least £in cumulative savings by
February 2024,

Performance framework

The framework we will use to guide
our actions and track our progress
over the coming years.

Drive top-line growth, underpinned by
- Increasing customer satisfaction reiative to the market.

- Growing or at least maintaining our core UK market share.

Grow absolute profits while maintaining
sector-leading margins

- Leverage assets efficiently across all channels.

- ACCess new revenue streams across our digital platform.

- Target productivity initiatives that at least offset inflation
in the medium term.

In doing so, generate between £1.4bn and £1.8bn Retail free cash flow per year

Tesco PLC Annual Report and Financial Statements 2023



Key performance indicators

Our Big

Grow sales

Why it is important

Sustainable growth in sales is important
to our business model.

What we measure

Group sales is @ measure of revenue
excluding sales made at petrol filling
stations. It demonstrates the Group's
performance in the retail and financial
services businesses by removing
volatilities associated with the
movemnent in fuel prices that are
outside the control of management.
How we performed

Group sales rose 5.3% at constant

rates. driven by strong growth across
afl segments.

Group sales®

£57.7bn

(2022: £54.8bn}

A 53%%

6 KPIs.

Deliver profit

Why it is important

Delivering profitable growth is
essential as we aim to create
long-term value for all stakeholders.
What we measure

Adjusted operating profit is the
headline measure of the Group’s
performance.

How we performed

Adjusted operating profit was down
{7.1)% at constant rates to £2.6bn.
reflecting the significant investment
we have made in our customers and
colleagues this year.

Adjusted operating profit®
£2.6bn v (7.1)%"®
{2022: £2 8bn}

Improve operating cash flow

Why it is important

Strong cash generation is important to our
underlying philosophy with which we
manage our business.

What we measure

Retail operating cash flow is the cash
generated from continuing operations.

It is a measure cf the cash generation
and working capital efficiency of the retail
business. excluding the effects of Tesco
Bank's cash tlows. This is because Tesco
Bank is run and regulated independently
of our retail operations.

How we performed

We saw strong operating cash generation,
with a high working capital inflow. driven
largely by inflation.

Retail operating cash flow'd

£4.5bn A 1.1%

{2022: £4.5bn)

Customers recommend
us and come back time
and again

Why it is important

Customers are at the heart of everything
we do. and customer satisfaction is an
important driver of loyalty.

What we measure

Our score reflects the percentage of
Fans minus Critics answering the
question ‘How likely is it that you

would recommend Tesco to & friend

or colleague?’

How we performed

Cost-of-living pressures have resulted In a
slight decline in our Group NPS score but
we remain resilient versus the market.

Colleagues recommend us
as a great place to work
and shop

Why it is important

When we get things right for our more
than 330,000 colieagues. we make it even
easier for them to do what they do best

- serving our customers. communities and
pianet a little better every day.

What we measure

Our Great Place to Work measure 1s

the percentage of colleagues who agree
or strongly agree with the statement
twould recommend Tesco as a great
place ta work'.

Great Place to Shop is an NPS measure,
answering the question ‘| would
recommend Tesco as a place {o shop'.

Climate - reduce Scope 1and
2 emissions by 60% by 2025

Why it is important

This year, we have added a new measure
- reducing our carbon emissions -
reflecting the importance we are placing
on minimising cur impact on the planet.
What we measure

Based on our commitment to reduce
Scope 1and 2 carbon emissions by 60%
by 2025. we measure the reduction in
tonnes of CO, equivaient 1CO,e) vs our
2015/16 baseline.

How we performed

We have achieved a reduction in carbon
emissions by switching to renewable
electricity. maintaining a consistent focus
on driving energy efficiencies and making

Group NPS How we performed significant inroads to decarbenising our
Three-month rolling Althoush U? has b Il decline i remaining key hotspots. Impreving our
ough there has been a small decline in . .
(e} X energy efficiency delivered a further
15pts V¥ {5) pts colleagues recommending Tesco as a 3%pts saving versus our baseline to a
(2022: 20pts) Great Place to Shop. our Great Place to cumuiative reduction of 55%.
Work score remains high at 82%. L
Carbon emissions
Recommend as a place to shop o)
40pts ¥ (Ipts 1.0m vy 7%°
P P (2022: 1.1mi vs last year
(2022: 41pts)
°
Great Place to Work v 3/°pts )
o 55% cumulative
82% A +2pt5 vs baseline
(2022: 80%)
A Alternstive porformanco measuros (APMs). Mcosurcs with the A syiibl are dofined in e Glossary segLon on pages 2u/ 1o £12.

lal Group sales exclude VAT and fuel Growth Is at constart exchange rates or a comparable days basis.

() Growth 15 at constant exchange rates

(¢) Retail operating cash flow 1s the sarme as the statutory measure 'Retail cash generated from operations’ Growth is at actual exchange rates.

(dl Basls Tesco Giobal Brand tracker on a three-month roiing basis 2022 NPS was 1eporied on @ 12-month rofling Gasis at 8ply

{e} Carbon ermissions are based on total Scope 1and 2 (market-based) footprint and stated as tonnes of CQ, equivalent (tCO.el. refer to the Climate section on pages 38

ana 19 for further detail,
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Our business model

Our business model.

Unique combination of strengths

Understanding Our Scale and Own Brand Services

customers

We use our expertise
to understand and
meet our customers’
needs better than
anybody else.

colleagues
We have more than
330,000 colleagues
whao share our
purpose and live by
our values.

reach

Our unparalleled
reach allows us to
bring great quality
products to more
customers.

Services. such as
mobite and banking.
focus on the needs of
Tesco shoppers and
allow us to earn and
retain their loyaity.

products
We source quality
products, with
expert teams and
close supplier
partnerships.

Innovation

We encourage a
culture of innovation
so that our business
remains at the
cutting edge of new
trends and demand.

Business model

Products
We partner with our
suppliers to source the
best possible products
that meet and anticipate
customers’ evalving
needs.

Reinvest
We focus on making Tesco
the best it can be. The
better we do our job for
customers, the more we
canreinvest.

Customers

Tesco exists
to serve
customers

Channels
We work through a range
of channels - from small
shops to large stores, and

online. Booker gives us
access to further channels.
including business centres
and delivered wholesale.

To create vatue for all

Customers
Our business model
allows us to bring
our customers the
best products at the
best possible prices.
no matter how

they choose to

shop with us.

Voted Britain's
Favourite
Supermarket* by
customers for

8 yrs

Colleagues

The expertise of cur

colleagues drives
every part of our
business model -
from our store
teams to new
product
development.

Colleagues who feel

able to be

themselves without

fear of judgement

85%

Suppliers

Qur conversations

with suppliers focus

on delivering great
value, great quality
products for our
customers. When
we get it right. our
business grows.

Record level of

Group supplier
satisfaction

86.6%

Planet

At this critical time
for cur planet.

we are workingto
reduce our impact
and help suppliers
and customers 1o
do the same.

Communities
Cur commitment
Lo our customers
goes beyond

stores and into
every community
we serve.

Reduction in Scope 1
and 2 GHG emissions
vs 2015/16 baseline

55%

Nurmber of meals
donated across
the Group

more than

52m

Shareholders
We work to maintain
a strong and efficient
balance sheet. invest
for growth and
deliver improved
returns for our
shareholders.

Full-year dividend

10.90p

* Grocer Gold Awards
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QOur colleagues

A great place
to work.

Cur dedicated and hardworking colleagues are at the heart
of our success. We are committed to ensuring everyone feels
welcome and has the support they need to be at their best.
Buiiding & culture of trust is a key part cf this aim and has
been recognised in our annual colleague engagement survey.
Every Voice Matters. where 82% of colleagues recommended
us as a great place to work.

Investing in colleagues

Our more than 330.000 cofieagues are at the heart of our
business and how we win together plays a vital role in delivering
our core purpose and enabling us to deliver for our customers,
comrmunities and planet. Winning together means helping to
develop the next generation of talent as well as equipping our
colleagues with the skills they need to thrive.

Recognising the vital role store colleagues play in serving our
customers. in 2022 we increased pay for cur hourly-paid
colleagues in the UK by nearly 8%. This new deal recognises

the contribution our colleagues make to our business at a time
when household budgets are under pressure. In other markets
our Central Europe {CE) colleagues have seen an increase of up
to 12% In 2022, while Republic of Ireland (RG) colleagues will have
received a 10% cumulative increase to their pay by April 2023.

In November 2022, Booker and One Stop colleagues received an
increase of between 2.5% and 3.9% to their basic hourly rate.

All colleagues enjoy a competitive and compreheansive benefits
package, which provides access to share schemes. pensions and
wellbeing benefit. This includes our Colleague Clubcard. which
offers a 10% discount. increasing to 15% for four days each pay day
for UK colleagues. Over the peak of Christmas week last year. we
increased discounts by up to 20% for UK, ROt and CE colleagues.

In the UK, we delivered on our commitment to always offer any
vacant hours in stores to colleagues working fewer than 16 hours
a week before recruiting externally. All new contracts are based
on a minimum of 16 hours per week, with the exception of our
smaliest Convenience stores.

To provide further support to our UK store colleagues we launched
My Tesco App. which instantly retrieves available hours to match
colleagues’ skills and incentivises them to build more capabilities in
other areas. In 2024 we wilf continue its rollout to UK distribution
and customer fulfilment centres, followed by CE and the ROL

In 2022/23 we launched three new products to support managers
during the roflcut of our Group-wide Your Contribution proposition
to manage performance: create a winning performance culture:
master feedback: and set strategic cbjectives.

We alsc continued to roll out our manager development
programme. More than 7,000 colieagues Group-wide attended
courses on being an inclusive manager. adaptable thinking

and mastering conversations. In CE. more than 300 store
managers and deputy managers participated in our manager
capability training.
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For the third year running, in Bengaluru we have partnered

with the Great Manager Institute to deliver the Great Manager
Programme. which aims to buitd the skills and capabilities of our
managers with bespoke certified training. Since launching the
programme. close to 300 colleagues have been certified.

Jobs, skills and training for young people
We support both existing colleagues and young people starting
their careers with a variety of apprenticeship programmes.

So far. more than 3.500 apprentices have benefited. Qur CE
business provided more than 2.700 apprentices with in-store
work experience. and in the ROl apprentices were given a range
of work experience opportunities.

in 2021. we announced the extension of our three-year
partnership with the Prince’s Trust for a further five years. with
an ambition to reach 200.000 more young pecple in secondary
school, helping ta build their employability skills and confidence.
Alongside our delivery partners IGD. Speakers Schools and The
Careers and Enterprise Company. we are tracking ahead of cur
ambition to help 45.000 young people through Achieve Clubs.
with a continued focus Tn areas that are vital for young people.
such as mental health and welibeing.

Qur final cohort of Kickstart colleagues finished their placements
in April 2022, with 94% satisfied with their experience of the
programme. 52% of young peopie who completed the programme
gained employment with Tesco. Through our cross-sector
collaboration with Movement to Work, we have trialled a new
approach to short work placements for young pecple aged 16

to 30. with and without a disabitity, and not in education.
employment or training.

Health, safety and wellbeing

The physical and mental health. safety. and wellbeing of our
colleagues is central to our ways of working. Based on our latest
Every Voice Matters results. 86% of Group colieagues agreed
that Safety at my workplace is taken seriously.

Recognising the challenges our store colleagues centinue to face.
we supported USDAW's campaign to protect retail workers from
abuse. threats and violence. The Pclice. Crime, Sentencing and
Courts Bill (PCSC) received Royal Assent in May 2022 and will
pring the same protections for our colleagues as those given to
emergency service workers.

We continued to offer free annual heath checks for our colleagues
in Bengaturu. For colleagues in CE. we provide access to food
packages consisting of fruit and vegetables to help improve diets.
At Tesco Bank, we have rolled cut ‘Be well building blocks™ to all
colleagues to help drive healthier working practices and

healthier living.

Following a pilot involving more than 6.000 UK colleagues. in
November 2022 we launched Pay Advance, an initiative which
enables colleagues to access up to 25% of the money they have
earned ahead of pay day to help deal with any unexpected costs,
Safeguards on the service help to protect colleague pay and
future income.

After becoming a signatory of the Menopause Workplace Pledge.

a commitment to ensuring cofleagues going through menopause
are supported, we updated our sickness and absence poticy sc
that absence due to menopause-related symptoms is not counted
as part of sickness absence calculation. We also introduced a
range of resources including menopause-friendly uniforms. a
colleague guide on mencpause and a Talking Menopause Colleague
Café to bulld a support network.



Diversity and inclusion

Creating a diverse and inclusive workplace that represents the
communities we serve is vital to building an inclusive culture,
where everyone feels welcome. It is embedded in our values

‘we treat people how they want to be treated’ and is an integral
part of our success at Tesca. We strive to make progress year on
year and are proud that 85% of colleagues feel they can be
themselves without fear of judgement. while 86% say their
manager makes everyone in their team feel welcome.

Across Tesco Group. we champion diversity and inclusion, from
how we attract. recruit and develop cur colleagues to retaining
diverse talent. in 2022. we made further strides in strengthening
our commitment to equitable representation.

This year. examples include:

- Continuing to require diverse shortlists for senior vacancies and
making positive changes to hiring practices. resulting in 36% of
external senior appointments being female and 40% ethnically
diverse this year.

- Following the success in 2021 of our diverse talent communities
for high potential colleagues, we have expanded our reach
across more parts of the Tesco Group and 1o more under-
represented groups, welcoming mere than 210 colieagues who
identify as Black. ethnically diverse, LGBTQ+ and/or disabled.
The community helps us nurture talent, accelerate individual
development and address barriers to progression.

- Inline with our commitment to operating in a responsibie and
sustainable way. in 2021 we linked executive Performance Share
Plan to our 2025 global leaders target. in 2022 we took a step
further by linking refinancing of Tesco’s revolving credit facility
to this 2025 diversity target.

- Since the start of 2023. we have made good progress towards
achieving Disability Confident Leader Status in the UK. Progress
made includes. improved attraction and selection processes
for disabled candidates: improved candidate communication:
and partnering with disability-focused job boarcds. This year we
were the first retailer te achieve the RNIB Visibly Better
Empicyer status.

- Qur colieague networks play a vital role in underpinning our
strategy by amplifying the unigue challenges diverse groups at
Tesco face and play an ever-increasing role as strategic
business advisors. Alongside our colleague networks. we
continue fistening to and elevating diverse vaices. utilising the
results from our Group-wide colleague engagement survey.
Every Voice Matters. and feedback from executive-led colleague
listening sessions, to understand where we can do more.

- To better understand the diversity of our workforce we have
continued to request diversity data through our internal survey.
This is Me. Compiletion is Currently more than €0%. This year we
have launched in Booker and Tesco Pensions Investment. As one
of the UK's largest private sector employers. we know that
collecting this data will take time, our aim is to achieve a full
completicn rate in the near future. Diversity data from our
colleagues wili enable us to: identify additional areas of
improvement: make more inclusive decisions: and support our
ambition to participate in voluntary reporting. such as the
ethnicity pay gap and Workforce Disclosure Initiative (wDI).

We launched our Black action plan in the UK in May 2022 t¢ help
us understand the challenges faced by the Black community and
deliver lasting change across Tesco. Driven by cur colleagues.
predominantly those in our Black advisory group and colleague
network, we aspire 1o achieve fair and equitable representation
across four key areas: community, talent. commercial and brand.

We have already seen progress since implementing the plan.
including introducing new Black-owned brands to our offer and
launching a specific cohort (and Black learning offer) as part of
the diverse talent community to help us better accelerate the

Strategic report

careers of Black talent. Qur work has been strengthened by
partnerships with organisations including The Black British
Network and Making of Black Britain.

We continue to work towards cur global leadership representation
targets. We have made progress against our voluntary commitment
to the external FTSE Women Leaders target of 40% female
representation at Board executive level and their direct reports by
2025, As a business we have achieved 34% female representation
this year. anincrease from 29% last year.

Male female Ethrucally diverse
Board® 7 58% 5 42% 2 7%
Executive Committegse 9 89% 4 3% 2 7%
Top global leadears'™« 180 7% 78 9% 37 15%°

All colleagues 156.907  47% 175.908 53% Not reported

ta} Qur CEQ and CFO are members of the Board and Executive Committee and are
Included within both groups in the above table.

(b} Qur top global leaders relates to directors and business leaders across the Group,
including Executive Committee members.

ic} One Executive Committee member and a number of global leaders declined to provide
ethnicity information and were therefore not included in the percentage caiculations.

¢ Deloitte LLP was engaged to provide indapandent limited assurance over the selected
diversity data highlighted in this report with a ¢ using the assurance standard ISAE
3000. Deloitte has issued an unqualitied cpinion over the selected data Deloitte’s fulb
assurance statement is available at www_tescoplc.com/sustainability/reporting-hub

Diverse talent communities

“Being part of Tesco’s diverse talent community
(DTC) has increased my confidence in bringing
my full authentic self to work. The DTC is vitally
important for Black colleagues and other
under-represented groups at Tesco, including
members of the LGBTQ+ community or people
with disabilities. It’s a step towards true talent
equity at Tesco by ensuring that everyone has
access to the same opportunities.”

Jahnae Gumbs. Business Graduate

Cur diverse talent communities support our emerging talent
colleagues from under-represented groups through career
planning. guidance and increased visibility. In 2022/23 we
launched a dedicated Black colleague cohort as part of the
DTC initiative. Our aim is to address the barriers and
challenges faced by many Black coileagues in the workplace

Visit www.tescoplc.com/sustainability/colleagues/
diversity-and-inclusion-at-tesco
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Climate

Climate.

Commitment

Climate change remains the biggest and most complex challenge
facing the world. with its impacts felt across ocur supply chain.
operations and the cormmunities we serve. The food sector is
responsible for more than a third of greenhouse gas (GHG)
emissions. We are committed to playing a leading role in helping to
tackle these emissions and avoid the most severe conseguences
of climate change. We strengthened our commitment to being
carbon neutral across our Group operations by 2035 and hitting
net zero by 2050 across our full value chain, aligned to 1.5°C.

These targets act as the overarching goal. recognising that bringing
nature and climate together intG one holistic environmental
strategy is critical. alongside packaging and food waste. healthy.
sustainable diets. sustainable agriculture. and protecting forests.
With these agendas orientated towards cur overarching net zero
target. it aifows us to explore new opportunities through their
interconnectivity and ultimately nurture entire ecosystems that
are truly sustainable end to end.

Our goal to reach net zero needs transformational change in how
we grow, produce and consume food. To achieve this, we are
developing detailed. timebound plans to decarbonise key areas of
our emissions footprint. particularly the production of our most
material agricultural products.

Recognising that we cannot achieve our climate ambitions alone.
we continue to promote cross-industry action and advocate to
align public policy with net zero across our markets. We do this
through our flagship partnership with WWF. as well as our
mempership with forums such as the Aldersgate Group and the
Climate Group. and involvement in leading industry initiatives such
as the WRAP Courtauld Commitment 2030 and the British Retail
Consortium's Climate Action Roadmap. We have also made
commitments te REI00 and EV100, pledging to reach 100%
renewable electricity and 100% electric van fleets respectively.

Integration

In 2022 we relaunched our purpose, placing sustainability at its
core. We also added climate emissions to our Big 6 KPls and
introduced ESG metrics into our executive remuneration policy.
The Performance Share Plan includes three ESG targets, including
our near-term emissions reduction milestone. each with an equal
weighting of 8.33% (25% in total}. In 2021 climate became a
standalone principal business risk. recognising the critical impact
climste change has on our business. See page 14 for details on
our Big 6 KPls.

To underpin our new purpose and substantiate ocur public
commitments, we have established Group-wide. interdepartmental
governance with accountability across the leadership team. Cur
governance groups maintain oversight of progress made against
our interim decarbonisation milestones and have accountability
for ensuring the business delivers on climate commitments.

As aresult of integrating climate change action throughout cur

business. we have been able to make further progress on
engagement and investment in decarbonisation.
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Working toward decarbonisation

The majority of our GHG emissicns come from producing the
things we sell. and customers using what they buy from us.
mainly from fuel and energy. We are more able to influence the
way things are produced than how they are used. so our strategy
focuses largely on decarbonising the upstream supply chain.
While transport, running our stores and waste are relatively
smaller contributors. they are still significant and lie almost fully
within our control and therefore have a prominent role in cur
decarbonisation strategy. Our TCFD report sterting on page 20
provides more detail on our emissions footprint.

Scopes 1Tand 2: running our stores

and logistics

To date. we have achieved a 55% absolute emissions reduction
in our own operations vs a 2015/16 baseline. This has largely been
driven by switching to renewable electricity: however, we have
maintained consistent focus on driving energy efficiencies while
making significant inroads into decarbonising our remaining key
notspots. Our Group Scope i emissions now account for around
one million tonnes of CO; equivaient tCO,e), split roughly a third
each across heating. refrigeration and transport.

- Refrigeration - we are switching the refrigerant gases in our
store fridges to reduce emissions quickly and replacing
depreciated systems with recovered CQO, systems to minimise
emissions.

- Heating -~ we have installed heat pumps in 13 stores in the
UK and are trialling 100% heat pump heated stores in
Czech Republic and Slovakia.

- Transport - as signatories of EV100. we are committed to having
afully electric home delivery fleet by 2030 and installing EV
charging for customers and colleagues.

Further information on the steps we have taken to drive energy
efficiency are contained within the Streamlined Energy and
Carbon Reporting disciosure on page 105.

we have already met our 2030 ambition to switch to 100%
renewable electricity in our own operations across the Group.
Our strategy is designed to ensure we increasingly source our
electricity directly, going beyond renewable energy certificates
and supporting the development of new renewable assets. helping
bridge the gap in investment and infrastructure needed to hit the
UK’s net zero target. Our target is to source £0% of our electricity
by 2030 from power purchase agreements (PPAs) and onsite
power generation.

Underpinning this work to transition te zero carbon energy
sources. it is imperative that we continually work to minimise
cour overall energy demand. by investing in efficiencies across our
logistics and store operations. This fs a critical enabler to ensure
we have sufficient capacity to electrify the elements of our
operations that continue to rely on fossil fuels.

Scope 3

Cur 2019/20 end to end footprint showed that more than 90%

of our GHG emissions sit in cur value chain (Scope 3). Building a
comprehensive supplier engagement programme. encouraging
carbon reporting and reduction and finding active opportunities to
decarbonise our Own Brand product range are critical steps in our
net zero journey. These programmes will feed into our upcoming
transition plan in accordance with UK regulatory requirements and
the latest guidance from the Transition Plan Task Force.



In 2022, we successlully mapped close to two-thirds of our UK
grocery suppliers’ operational footprint. As a result of our
engagement with suppliers. more than half of cur top suppliers
have already announced their ambition of setting & net zero

pian and of validating their net zerc targets with Science Based
Targets initiative {SBTi). We are successfully tracking carbon and
energy data from more than 87% of our clothing supply chain
factories and close to 91% of our mills via the Sustainable Apparel
Coalition's Higg tool. giving us enough primary data to design
targeted decarbonisation projects meving forward. For our Home
supply chain. we will collaborate with Amfori in deploying their
Business Enviranmental Performance Initiative tocl to ensure
similar coverage by the end of 2023.

To gather carbon and other sustainability metrics from our
suppliers with a simplified and harmonised methodoclogy, in 2023
we made a commitment to Manufacture 2030 with an ambition
to scale up our carbon data coverage. The transition will enable
us to reach more than 80% of our grocery supply chain in the UK.
Czech Republic. Hungary. Slovakia and RO!, as well as subsidiaries,
Booker and One Stop.

Engaging suppiiers is an important element of our decarbonisation
roadmap and we need to go further. Close to 25% of our footprint
can be traced back to just 30 agricultural products where Tesco
frequently holds a significant share in terms of total volume.
Therefore, we will set specific decarbonisation work programmes
in these emission hotspots, primarity working through our Tesco
sustainabie farming groups as well as our agriculture forum.

Strategic report

Some of the recent initiatives we have launched from early 2023
include the UK's first commercial trial of low-carbon fertilisers
with our five largest field vegetable suppliers in the UK. The roll
out of the LEAF Marque Standard certification by 2025 for alt
demestic and international fresh produce suppliers. and on-farm
carbon data tracking in our main meat. fish, poultry and eggs.
and dairy supply chains. In preparation for our transition plan
disclosure, cur plan is to design tailored decarbonisation
roadmaps for these agricultural products with the aim of

driving down emission intensity.

As a food retailer, almost 40% of cur emissions sit downstream
with our customers. Understanding the importance of helping
customers toc make more sustainable choices. in 2022 we
launched our Better Baskets campaign. This campaign aims

to signpost our customers to options which can be lower in
environmental footprint. healthier and affordable at the same
time. gradually leading the transition towards lower-carbon
purchasing decisions.

Mecre detall on how we are pushing forward with renewable energy
solrces and progressing our decarbonisation strategy can be
found in our TCFD update on pages 20 to 24.

Greenhouse gas emissions and energy consumption*

Base year
2022/23 2021/22 2020/21 201516
Scope 1{tonnes of COye) 1,039,346° 1.110.098 105313 1.240.871
Scope 2%
Market-based method (tonnes of COyel 7.796° 18.107 13.631 1.095.671
Location-tased method {tonnes of COye) 575.462° 642337 718.222 1.657.316
Total Scope 1and 2 market-based (tonnes of COel 1,047,142° 1.126.205 1.066.762 2 336.542
Scope 1and 2 carbon intensity (kg CO.e/sq.ft. of stores and DCs! 1,91 12.16 ne3 26.29
Selected Scope 3™ {tonnes of CO.e} 567,191° 593.405 471,195 684.079
Total gross emissions (tonnes of CO.e) 1.614,333° 1.719.610 1.537.957 3.020. 621
CO,e from renewable energy exported to the National Grid (tonnes of CO.€) 281 279 350 -
Totat net emissions (tonnes of COye) 1,614,053 1.719.331 1.537.607 3.020.621
Overall net carbon intensity™
{total net emissions kg COye/sq.ft. of stores and DCs) 18.43 18.56 16.76 33.88
Total annual energy consumption (Gwh) 6,000 6,263 6.089 6.823
UK only total Scope 1and 2 market-based (tonnes of CO,e) 888,676 936.257 880,039 1751572
UK only Scope 1and 2 carbon intensity (kg CO.e/per sa.ft. of stores and DCs) 13.88 13.67 12.99 76.29
UK only annuai energy consumption (Gwh) 5,037 5.203 5.037 5.502

*  For both energy and emissions data. we have Included all major subsidiaries within Group measures and have included all UK-based subsidiaries in our consolidated UK disclosures
0 We engaged Deloitte LLP to provide independent imited assurance over the GHG emissions data highlighted in the above tabke with @ ¢ using the assurance standards ISAE (UK s000
and 3410 Deloitte has issued an unqualified apinon over the setected data Deloitie’s full assurance statement is available a1 www.tescoplc com/sustamability/reporting-hub

{al Our method statement can be accessed at www tescoplc com/sustamaoility/reporting-hub ‘We use the market-based methed for calculating Scope 2 emissians for our totai
emissions 10 account for our efforts In generating and purchasing low-carbon energy The tacation-based method is provided for disclosure only and all intensity net and gross

emissions shown are calculated using the Scope 2 markel-based method.

[B) Under Scope 3 emissions we report business travel and emissions from distributon arranged by Tesco but provided by third parties (inciuding secondary distributiaon globally and
emissions fram primary distribution in the UK} Scope 3 emissions also include transmission and distribution impacts of electricity and heat supply and well-1o-tank embodied impacts of
fuel. Further information an our carbon calcuiations is avallable at www tescopic .com/sustanability/report ng-bub

(¢} Carbon intensity calculations for 2020/21were previously revised 10 1eflect Lhanges in the $q.11. of our business 10 include ail subsicharies
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Task Force on Climate-related Financial Disclosures

TCFD.

Climate-reiated financial disclosures

In addition te this TCFD report, we provide further information
on climate change in the principal risks and uncertainties section.
on page 41. You can also find details on our greenhouse gas
emissions on page 19. We continue to consider the potential
financial impacts cf climate change in the cash flow scenario
modelling within our viability statement on page 47 and
impairment note on page 148 to 151,

Governance

We implemented an enhanced climate governance framework last
year encompassing the Board, its associated committees and the
Executive Committee. This year. we broadened the scope of this
governance framework to inciude all major elements of our plans.
reflecting our haolistic approach to the delivery of our sustainability
ambitions. In addition to climate. the governance framework

now encompasses elements including food waste. sustainable
agriculture, biodiversity. healthy diets, and packaging. As a result
of this wider governance scope. we have made minor changes to
the membership and titles of the committees involved, which are
described in more detail below.

The Board is responsible for the long-term success of the Group
and has ultimate responsibility for climate-related risks and
opportunities. The Board's most recent discussion was in
February 2023. The Corporate Responsibility Committee
oversees the Group's social and environmental obligations,
including climate-related matters. and is responsible for
monitoring progress towards our commitments. The Corporate
Responsibility Committee reviews progress to date and forward
projections against our stated commitments through formal
papers presented by and discussed with the relevant delivery
teams. The Committee meets four times each year and has
discussed climate on every 0Ccasion during 2022/23. with similar
plans to discuss at ali 2023/24 meetings. Further information
about the activities discussed at the Corporate Responsibility
Committee meetings can be found on pages 69 and 70.

The Audit Committee monitors climate-related risk management,
internal controls and reporting.

The Executive Committee reviewed our progress against our
climate targets twice this year. in June and December 2022.

In December, the Committee discussed and approved our
broadened governance framework described above and cur
climate-related plans for the 2023/24 financial year. These
discussions were led by the Chief Product Officer. as executive
sponsor of our net zero climate commitment. The Executive
Committee reviewed and approved the capital iInvestments
required to achieve our net zero objectives. These investments
are fully integrated into our three-year strategic plan and our
annual budget. The strategic plan and the budget are both
reviewed and formally approved by the Board with reference to
the capital and associated operating cost investments required to
deliver our carbon reduction commitments. In 2023/24. the Board
will oversee progress against the climate targets twice a year.

Reflecting the broader scope of cur new planet-related plans.
the Group climate committee has been renamed to become the
Group planet committee. The change was endorsed by the
Executive Committee in December 2022 and is designed to
facilitate defivery of our purpose. The Committee provides
strategic oversight and is responsible for ensuring the delivery of
all our sustainability targets. These include interim decarbonisation
and food waste reducticon goals. climate risk management and our
climate-related disclosures. The Group planet committee met
twice in the past 12 menths, in June 2022 and March 2023. The
committee continues to be chaired by the Chief Product Officer
and comprises representatives from significant business
functions. which materially influence our ability to achieve our
planet related commitments and regutatery obligations.

Three steering groups continue to underpin the implementation
and compliance component of our planet governance structure.
They are responsible for delivering initiatives toc meet operational
climate targets (Group operational decarbonisation steering
group) and interim milestones. prope! decarbonisation in our
supply chain {planet steering group) and enable the business to
report our progress (ESG reporting & disclosure groupl. These
steering groups are chaired by senicr leaders: our Chief Property
Officer leads operational decarbonisation {Scope 1and Scope 2).
our Group Quality Director leads product sustainability. which
encompasses our Scope 3 value chain decarbonisation. and cur
Group Finance team leads reporting and disclosure. The steering
committees are more broadly supported by a number of
cooperative workstreams that each focus on carbon reduction
within material emissions hotspots across the business.

Audit Committee
Board-level

Corporate Responsibility Committee

strategic oversight

Executive Committee
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Group planet committee

Management-level

implementation

& compliance Group operational

decarbonisation
steering group

ESG reporting &
disclosure group

Planet steering
group
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Risk management

Following the establishment of climate change as a standalone
principal risk in 2024/ 21, reviews have been conducted at various
levels including the Executive Committee and the Board. These
include the identification and documentation of climate-related
risks and the review and consideration of appropriate risk
responses. This consolidated view provides aninput to our
review of the Group risk profile

The most recent principal risk review was presenter tn the Rnard
and Executive Committee in February 2023. Our sustainabiiity
efforts focus on our ability to create and preserve long-term value
for our customers, colleagues, the planet and the communities
we serve. To address the effect of climate change. Tesco has set
sustainability targets, aligned to a 1.5°C pathway. and has
committed to achieving net zero across Scopes 1. 2 and 3 by 2050.
These sustainability targets are underpinned by plans and formal
oversight threugh dedicated forums. which continue tc provide
support for delivering against our long-term targets. Further
information about our principal risks and uncertainties can be
found on pages 38 to 45.

We have reviewed and refreshed our approach to further

embed the management of climate-related risks and opportunities
into our enterprise risk management processes. Climate and
sustainabitity task forces have been created for cur Repubtic of
reland, Central Europe and Booker businesses, and for categories
including non-food and Tesco Mobile, We continue to track
emerging climate regulations including any requirements for

the reporting and disclosure of climate risks.

Metrics & targets
We underpin our net zero strategy with three key commitments:

1. reduce Scope 1and 2 market-based emissicns by 60% by 2025;
2. be carbon neutral across our own operations by 2035: and
3. achieve net zero across our value chain {(Scope 3) by 2060.

In the 2022/23 financial year. we reduced our Scope l1and 2
emissions by a further 3%pts, taking our cumulative reduction
against a 2015/16 baseline to 55%. During the year, we invested
more than £60m intc decarbonising our refrigeration systems.
aligned to our ongoing store refresh programme. and the
electrification of our online delivery fleet.

In recognition of haw critical sustainability is to our business
success. our 2023 Performance Share Plan (PSP) continues to
incorporate severa! sustainability metrics. following their inclusion
for the first time last year. These include those for Scope 1and 2
emission reduction: food waste reducticn: and diversity and
inciusion targets for our leadgership teams. For more information
on the sustainability metrics included within our PSP, see page B3.

You can find detalle¢ GHG emissicns data. including disclosure
across Scopes 1, 2 and selected Scope 3 disclosure on page 19.
we have reviewed the Group's physical and transition risks and
opportunities. the financial values at risk are quantified in the
strategy section below and in the Principal risks section.

We continue to review cur targets and metrics and focus on
disclosing recognised cross-industry metrics where these align
to the risk and opportunities we identify.

Strategy

During the year. we continued tc build an our internal climate-
retated risk scenario modelling capabilities. In partnership with
Risilience. part of the Centre for Risk Studies at the University of
Cambridge. this involved creating a "digital twin' of our business.

Strategic report

The digital twin maps the key areas of our value chain and allows
us 1o stress test our business under five warming scenarios.

for both physical and transition risks. The output provides a

range of financial value at risk impacts across several risk
categories over the short to medium term. which are described
in more detall below. Each risk type was assessed based on
materiality and likelihood within the five-year time frame on which
the quantitative modeliing is based. We can also leverage the
outputs from this model to estimate the longer-term exposure to
each risk category. Our enhanced scenario modelling capabilities
allow us to better understand the expesure of the business to the
effects of climate change. build effective mitigation plans. stress
test our organisational resilience and improve the execution of
our net zero strategy.

The tables overleaf summarise the financial value at risk
associated with three of the modelled risk categories (policy.
consumer and technology) over the short to medium term (five
years) and a qualitative assessment of how these risks could
evolve over the ionger term (10 to 20 years}. The modelled impacts
refer to transition risks and are quoted based on a 1.5°C pathway
aligned to the Paris Ambition and Tesco's stated targets. and a 3°C
pathway aligned to the current warming pathway. We have quoted
the financial value at risk below as a range. reflecting the uncertain
and heavily assumption-based nature of climate-related modelling.

we assess that our business has a high degree of resilience to the
climate-related risks detailed below across a spectrum of warming
scenarios. including one where warming is limited to 1.5°C. This
assessment 1s based on a variety of factors, which include:

- abroad. comprehensive range of grocery products and core
capabilities in adapting cur existing ranges while launching new
products to meet emerging consumer demands:

- an extensive plant-based meat alternative range. which we
continue to innovate: and

- ageographically diversified sourcing base characterised by
strong and established strategic relationships with suppliers
across the globe, which gives us a natural hedge against weather
extremities.

wWe modelled three further transition risks in relation to: the risk of
climate-related litigation, the risk of a negative shift in consumer
sentiment; and negative investor sentiment due 1o a perceived lack
of action to address climate change. We believe that stakeholders
recognise our sustainability commitments and the progress we
have made to date. This includes our significant investment in the
decarbonisation of our property estate and transport fleet, our
market-leading sustainable product ranges. and the provision of the
largest electric vehicle (EV) charging network of any UK supermarket.

We also considered the potential financial impacts the Group
could face as a result of physical risks. largely driven by the
potential for weather extremes and related to raw material supply.
key facility risks. and market disruption. The geographically diverse
nature of cur supply base as well as our store and distribution
network provides a degree of structural resilience. Qur enhanced
modelling capabilities allow us to understand the potential physical
climate risks at a site level. This enables our property teams to
ensure we have robust plans in place in high-risk flood zones to
mitigate potential flood risks in the years ahead. The financial value
at risk is not material either individually or in aggregate, and we
have therefore not disclosed these separately.

Our focus for the 2023/24 financial year will be on further exploring
each risk identified as part of this modetling and working with
relevant business teams to develop our risk management and
mitigaticn plans.
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Task Force on Climate-related Financial Disclosures continued

Policy risk
Mitigated anhuat impact

Palhway  five-year outiook H-year outlook 20-year cutiook

3C Not material Carban prices remain at current levets or rise marginally. with an inconsistent global approach. which ieads to
minimal financial impact to our business

1.5°C £0-50m Carbon prices increase by 20-fold between the current  Carbon prices begin to plateau beyond 2030 {by an
year and 2030. with rapid adoption across developeg additional threefold) and are sustained at this levei,
economies with further adoption across the developed and

developing economies

The policy risk models an increase in future carbon pricing. For our 3°C pathway, we have used $20 ($/1CO.e) and for 1.5°C we have used $B0.
We are actively working to reduce carbon emissions across our value chain in line with our 2035 net zero commitment across Scope 1and 2,
and cur 2050 commitment including Scope 3. This activity will naturally contribute to reducing our exposure to increases in carbon pricing. We
have assumed that together with shifts in consumer behaviour and general market pricing we are able to mitigate the majority of this risk.

Our expectation for the 1.5°C pathway over the medium and longer term would be for carbon pricing to continue to increase and eventually
plateau. whiie for the 3°C pathway we would expect current giobal carbon prices to remain stable with an inconsistent global implementation
and therefore an immaterial financial impact.

Consumer market risk
Unrmitigated annual impact
Pathway five-year outlook t0-year outlook 20-year cutlock
3°C £(-50m Conventional shopping preferences continue, with existing levels of uptake for sustainable opticns continuing.
resulting in only @ minor impact to our current business

15°C £50-100m A preater proportion of our customers switch Demand for sustainable products and services
rapidly from less sustainable products to more becomes mainstream in the market. the purchasing
sustainable options behaviours and associated financial risk seen in the

10-year harizon stabilise over alonger time pericd
rather than increasing in a linear fashion

This risk models the impact of customers’ sustainable purchasing decisions, for example, switching frem animal to piant-based protein.
Meat and egg-based protein constituted 82% of all cur protein sales for UK food and soft drink product categories in 2022/23. The 1.5°C
pathway assurmes a fast adoption and a significant reduction in demand for less-sustainable and carbon intensive products. whereas the
3°C pathway assumes a limited reduction in current demand.

Qur expectation over the medium term is that for the 1.5°C pathway. consumers will increasingly move away fram non-sustainable products.
In the longer term more sustainable products will become the mainstream option in the 3°C pathway. Less-sustainable products would
continue to dominate the market with only minimal decline in demand.

The shert-term risk value presented assumes no mitigation: however our broad plant-based product ranges provide an opportunity for us
to attract new customers and continue to grow in this category as customer behaviour evolves. Our modelling of consumer preference
changes allows our praduct development and buying teams to work with our supplier partners to evolve cur product ranges to remain at
the forefront of emerging customer behaviours and demands.

Technology risk

Unmitigated annual impact

Pathway  five-year outiook 10-year outlock 20-year outlook
3C £0-50m Green technology grows in certain sectors: however. Green technology uptake grows at a continued slow
fossii fuel assets remain in widespread use ang rate: we continue to see impairment of fossil fuel

therefore write-off costs are at a low level with minimal  assets. but this also remains at a low level
financial risk to the business

1.5°C £25-75m Green technology grows in all sectors. and fossil fuels Green technology Is established and dominates the
and associated technology are phased out resultingin a  energy mix. as the remaining carbon-intensive assets
write off of existing asset values get phased out the initial incrementat cost of

write-offs fall away longer term

This risk relates to the write off of existing assets due to increasing levels of low carbon-based investment. The 1.5°C pathway assumes a
fast-paced transition to green technology whereas as our 3°C pathway assumes a much siower transition.

Risk tevels for both pathways remain low even with no mitigation activity considered. Our mitigation plan for this risk is to continue
to maintain both short and long-term investment plans with a clear connection between these plans and our sustainability targets
and commitments.

Over the medium term in our 1.5°C pathway. we wolld expect green technology uptake to continue to grow and in the long term all

non-green technology to have been phased out, whereas in our 3°C scenario green technology uptake wiil continue to grow. but
carbon-based technologies remain in use.
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The Group’s three-year strategic plan integrates the delivery of
our sustainability ambitions. of which the decarbonisation of ocur
own operations is the most material in the short term. The
strategic pian is reviewed and approved by the Board annually,
including a review of the key decarbonisaticn initiatives and
associated costs and capital investments. Qur review process

for proposed capital investments ensures we understand how
different projects will impact our emissions levels. This enables us
to balance the best carbon return for our investment. considering
the maturity of emerging technologies and supply capacity.
Beyond our three-year strategic plan, we have also created a
capital investment profile and associated decarbonisation impact
to 2035 to align to our own operations decarbonisation target.

We understand that our best strategy to mitigate our main
physical and transition climate risks is to become a net zero
business across the whole Group. entailing fast. large-scale, and
effective decarbenisation of our operations and our supply chain.
Therefore, in 2021 we announced a renewed commitment to be
net zero across the whole Group and all GHG emission scopes by
2050, while maintaining our own operational {Scope 1and 2) target
of being net zerc by 2035. As 2 company with a sizeable footprint
in the agricultural sector (roughly 25% of our Group GHG
emissions can be traced back to just 30 agricultural products), we
are the first retailer in the UK to join the design and validation pilot
of a decarbonisation target in the forest. land and agriculture
(FLAG) sectors. The chart below shows the disaggregation of our
footprint according to Scope 1. 2 and 3 GHG Protocol categories.
Scope 1and 2 have been updated with cur 2022/23 emissions
data and Scope 3 emissions are as of 2019/20.

Qur priority wili be to focus on finding the most scalable and
effective solutions to accelerate our decarbonisation across
all scopes. Our strategy will concentrate primarily on three
main compaonents:

1. continuing to reduce our operational feotprint, with a focus on
increasing energy efficiency. generating and directly procuring
renewable electricity, reducing our dependency on fossil fuels
across transport and our property estate and switching the
refrigerants we use in our fresh network and stores:

. enhancing supplier engagement across all business units,
geographies and subsidiaries to ensure our supply chain is
adequately disclosing footprint data and setting targets to
reduce it: and

.working directly with producers in our agricultural supply chains
to identify opportunities to reduce and sequester land-based
emissions associated with our own label product range.

M3

w

Our total emissions footprint

Strategic report

We are committed to reaching net zerc Scope 1and 2 operations
by 2035. on a 1.5°C aligned pathway. Since our baseling in 2015/16,
we have reduced our Scope 1and 2 Group footprint by 55%. While
this has largely been driven by switching to renewable electricity.
we have maintained consistent focus on driving energy efficiencies
while making significant inrcads to decarbenise our remaining key
hotspots: transport: refrigeration: and heating.

We led early on electricity: in 2020 we reached our RE100
commitment 1o 100% renewable electricity 10 years ahead

of our 2030 target. We designed our strategy to ensure we
increasingly source our electricity directly via power purchase
agreements. going beyond renewable energy certificates to
help boost domestic UK renewable capacity. We have also
installed wind turbines at our depots and solar panels on our
store roofs. supporting our energy security. In total. onsite and
offsite direct power deals will supply around a quarter of cur
electricity demand.

It is ¢ritical that we de-risk our business from stranded assets.
write-off costs and potential future carbon legislation. We wiil
do this by inncvating early to scale up decarbenised operations
in line with our pathway towards net zero. We are switching away
from our depreciated HFC refrigerant systems to recovered CO,
systems. To replace gas boilers. we are trialling air source heat
pumps and heat reclaim systems across the UK and Central
Europe. We have several large fleets of vehicles te decarbonise.
To date we have deployed 293 electric home delivery vans and are
on track to be 100% electric by 2030 as we continue to replace
fully depreciated diesel vehicles. This prepares us for the UK's
phase out of vehicles powered by internal combustion engine.
We continue to trial varicus models across the UK and

Central Europe as well as etectrical refrigeration units in

our chilled network.

Our transition to zero carbon energy sources is underpinned by a
focus on continually redgucing our overall energy demand. through
investing in efficiencies across our logistics and store operations.
This is a critical enabler to bolster our energy security, manage
energy costs and secure sufficient capacity as we continue to
electrify cur operations.

We report on the categories that are material to Tesco based on therr contribution to our end-to-end footprnt Our 2019 esumation of our capital goods [category 2) footprint shows a
very small contribution campared to our purchased goods and services (category 1) however, as a “esult of recent methodological updates in the goods and services not for resale sector
we will rur new calculations this year ahead of our FY23/24 reporting cycle Upstream leased assets [category 8) are not singled out a5 a separate Category as any @missions coming from
leased buidings are arready incorporated into our operational tootprint All other categories not incluged. such as processing of goods sold {category 10). downstream leased assets
{category 13) and franchises (category 14). are irrelevant for our sector and the scope of our business.
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Task Force on Climate-related Financiai Disclosures continued

Alongside our operational decarbonisation roadmap. we are
setting a comprehensive Group-wide strategy to decarbonise

our value chain. This is both upstream. with our suppliers. and
downstream to support a sustainable transition in our customers’
purchasing behaviour. This helps both to mitigate the risk of
consumers shifting to our competitors because of sustainability
preferences and to insulate us against rising future carbon prices.
Our Scope 3 emissions constitute more than 90% of our total
emissions footprint. Upstream activities account for 50% of this.
while 30% is driven by emissions from rearing. growing and
transporting agricultural products, mainly within the animal
protein categories. The remaining 20% is linked to the
manufacture of our product ranges, including packaging and
production of the fuel that we sell. Downstreamn activities
represent 40% of our footprint including primarily emissions
resulting from customers using our products. This includes
cooking at home. preparational processes Including washing

and drying products, and the emissions associated with the

fuel that customers buy from our petrofl filling stations.

Our two main strategic priorities for our upstream emissions

are strengthening our supplier engagement programme around
carbon reporting and climate targets and working directly with
farmers to scale up decarbonisation on farms. We have asked

all of our direct suppliers to report their GHG emissions and set
science-based targets. which should aim for net zero across all
emission scopes and attain validation by the SBTi by the end of
2025, At January 2023. close to two-thirds of our UK suppliers by
value of total cost of goods sold (COGs) report their operational
footprint. They do this either through CDP or directly to Tesco

by filling in a questionnaire that we circulate via the Tesco supplier
network. Suppliers complying with our climate reguirements are
also eligible to join the UK retail sector’s first sustainability-linked
supply chain finance programme. We launched this in 2021in
partnership with Santander. offering preferential invoice
payrment rates to climate-compfiarmt suppliers.

In 2023. we will build on the success of our supplier engagement
programme by joining Manufacture 2030, & global cross-industry
software platform on which suppliers can submit their carbon
data and other sustainability metrics to Tesco and our
competitors. This will enable us to increase coverage of our
suppliers’ climate compliance to go teyond UK suppliers and
include an equivalent coverage of around 80% of all suppliers

(in terms of COGs) across the Tesco Group. We will also continue
our supply chain finance programme with Santander with a focus
on supporting smaller suppliers who might require agditional
resources to be able to comply with the climate reguirements.

Decarbonising our agricutture and animal protein supply chains

is a pricrity to mitigate our transition risk. Qur model has also
mapped the physical risk associated with sourcing these products
to understand where our exposure to at-risk commedities is
greatest. Qur main focus witl be to decarbonise the three
commercial categories with the highest dependency on these
products. These collectively represent close te 40% of production
emissions of which 75% is linked to our own label range: (i) meat.
fish. poultry and eggs: (i} bakery and dairy, and (i) produce.
Within these three categeories, we have identified the main
emission sources we must tackie. For example. in our ruminant
supply chains, such as cattle and sheep. the focus will be on
improving feed and protein efficiency while reducing methane
resulting from enteric fermentation.

In monogastric animal supply chains. such as pork, poultry and
aguaculture, the focus will be on ensuring that all feed comes
from 100% deforestation and conversion-free sources, a target
we have committed to implement by 2025, When it comes to
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fresh produce. we are working on reducing our dependency
on fossil-fuel fertilisers. In early 2023, we launched our first
commercial trial of low-carbon fertiliser options with our
main field vegetable suppliers in the UK.

Moaving forward. we will continue to pilot decarbonisation
interventions through our Tesce sustainable farming groups
(TSFGs). integrated by producers in the animal protein and
produce sectors. We will alsc explore new ways to use supply
chain finance to support our farmers in their green transition.

when it comes to our downstream emissions. we launched our
Better Baskets campaign in 2022, which helps our customers make
informed decisicns on the sustainability of their shopping basket.
Our Better Baskets on-shelf communication is avallable at all
Tesco Extra stores and signposts consumers to a product range
with enhanced sustainability credentials beyond carben footprint
alone. Qur commitment is to ensure 65% healthy sales by 2025 in
the UK & RO, and 53% by the end of 2027 in Central Europe. which
will require scaling up the sustainability performance of our
product range. To that end. we will develop new product-leve!
data collection platforms, such as Mondra. This UK-based
sustainability data start-up aims to estimate the environmental
footprint of cur cwn-label product range by understanding their
compaosition and the sourcing areas of their ingredients. We also
continue to ask cur TSFGs to provide sustainability information
from their farms. so our commercial teams are better informed
about the sustainability performance of our sourcing partners.

To support the wider electrification of our customers’ vehicles,
we have scaled up the network of pod points to more than 2.600
charging bays across 600 stores across the UK. We are also
committed to cutting food waste across the supply chain by 50%
by 2030. This is aligned with the WRAP Courtauld 2030 framework.
which will also entail working in customer-led campaigns to reduce
the waste of our products in customers’ households.

In line with UK Treasury regulatcry requirements feliowing COP26.
Tesco will present cur Group transition pfan in accordance with UK
regulatory requirements and guidance from the Transition Plan Task
Force. This plan will give our stakeholders insight into our sector and
product-specific decarbonisation plans as well as details of our
supplier engagement programme and more information on our
climate risk mapping and financial planning. To ensure alignment
with the guidelines and recornmendations of the Transition Plan
Task Force. Tesco is part of a cohort of companies participating
actively in the consultation phase for the document’s
implementation guidance. Tesco alsc co-chairs. together with WWF,
the working group tasked with developing the Sectorial Guidance for
Food and Agriculture, with a first draft expected to enter
consultation phase in August.

Next steps

Qur priorities in 2023/24 will include further developing our
internal capabilities in climate-related scenario modelling through
cur partnership with Risilience. We are contributing closely to

the Transition Plan Task Force in preparation of our upcoming
transition plan. We will also be updating our end to end footprint
in this cantext. considering alf available improvements in
methodology and emission factors. as well as inclusion of primary
data collected from cur supplier base via Manufacture 2030

Listing Rule 9.8.6R Compliance Statement
Tesco PLC has complied with all of the requirements of LR 9.5.6R
by including climate-related financiat disclosures in this section
land in the information available at the locations referenced
therein) consistent with the TCFD recommendations.



Section 172 statement

Strategic report

Section 172 statement.

The needs of our stakeholders and the consequences of any
decision in the long term are taken into consideration by the
Board when making decisions. In addition, the interests and

views of Tesco pensioners and our relationship with regulators
and NGOs are taken into consideration. The differing interests of
stakeholders are considered in the business decisions we make
across Tesco and are reinforced by the Board. In performing their
duties during the year. the Directors have had regard for the
matters set out in Section 1721 {a)-{f) of the Companies Act 2006.

Examples of how the Directors have oversight of stakeholder
matters and had regard for these matters when making
decisions are included throughout this Annual Report. together
with details of strategic decisions and actions set out below
which are supportive of this Section 172 statement.

Our strategic decisions: long-term direction and
purpose-led engagement

Delivering sustainable profitable growth is essential as we aim
to create value for all stakeholders over the long term. Our
purpose is underpinned by our strategic priorities. as set out
on pages 12 and 13. Both our purpose and strategic pricrities
guide all parts of the business within the Group. Together
these strategic priorities enable us te continue to deliver
great value. increase customer loyalty. and stay competitive
while ensuring we remain agile and efficient as a business.
These four strategic pricrities: Magnetic value for customers.
Easily the most convenient. | love my Tesco Clubcard and Save
to invest, help us maintain focus on deing the basics brilliantly and
are overlaid with opportunities 1o accelerate growth.

The Board uses its governance framework to guide its actions
and track the Group's progress. Detailed updates and
oversight by the Board and its Committees have led the Board
to approve our ongoing commitment to return capital to
shareholders through dividend declarations and a share
buyback programme. together with the listing of additional
debt issuance of £250.000.000 5.50% Notes due 2035 and
€500.000,000 4.25% Notes gue 2031, under the Euro
medium term note (EMTN) programme.

The Board is looking to improve our overall societal impact through
sustainability initiatives relating to:

- improving our products:

- decarbonising transport:

- reducing store emissions:

- supporting sustainable consumption:

- eliminating waste {food and packaging): and

- strengthening our communities with a focus on human rights.
diversity and inclusion and community pricrities such as food banks.

The Board. through its regular updates. understands what is
important to our stakeholders and took this inte consideration
when setting the sustainability strategy and agreeing targets.

The Board agreed that a focus on these material initiatives, with
affordability, simplicity and ease of understanding in mind. were key.

The Board is supported by the Corporate Responsibility
Committee, Executive Committee. Group planet committee and
other senior management level committees in delivering our
sustainability initiatives. Deep dives into sustainability matters.
together with the updates from these committees. support the
Board in navigating the challenges along the way. The Board
discussed feedback following a session with 250 suppliers that
sought ways to learn from and collaborate with Tesco and join
forces. where appropriate. to build climate solutions in the food
sector together. The Board has met with Tesco experts in the
development kitchens and explored the customer journey. looking
at how we use customer insights based on customer attitudes and
behaviours, exploring the barriers and challenges faced from cost
to convenience, to the delivery of a better basket for a better planet.

Our strategic decisions: sustainability

Climate change remains the biggest and most complex challenge
facing the world, with its impacts felt across our supply chain.
operations and the communities we serve. The food sector is
responsible for more than one third of global GHG emissions.

We remain committed to embedding sustainability across all of
our business operations and working to reduce our environmentafl
impact. Throughout the year. the Board has sharpened its focus
on our sustainability initiatives with a deep dive into our sustainability
strategy. which brought our net zero commitments to life. looking
at progress so far against some key milestones. The targets that
we set as a Board not only support our core purpose of serving
our customers, communities and planet a little better every day.
but are also essential for the delivery of our net zero
commitments of being climate neutral within our own operations
by 2035 and through our supply chain by 2050. Our climate
initiatives are linked to our strategic drivers and our Big 6 KPls.

The Board discussed our sustainability journey to ensure we
deliver against the 2030 ambition to halve the environmental
impact of the average shopping basket and the 2035 and 2050
net zero targets. while understanding the needs and behaviours
of cur customers and in turn our iImpact on the environment.

Our strategic decisions: helping customers
spend less

The Board recognises that our customers and colleagues are
facing a challenging time through the cost-of-living crisis. A
key focus of the Board is to keep the cost of the weekly shop
as affordable as possible. through a combination of Aldi Price
Match, Low Everyday Prices and Clubcard Prices. together
covering more than 8,000 products.

Through our brand anc marketing in store. it helps customers
to understand healthier choices, supporting our sustainability
strategy and spotlights better prices for customers. making it
affordable and simple. By staying focused on quality. value
and sticking to our strategy. our price position has become
even more competitive. which supports our stakeholders.

Cost inflation remains significant and. despite these
uncertainties, our priorities are clear. We have the right
tong-term strategy. and we will continue to balance the
needs of all of our stakeholders. Most importantly, we will
stay focused on delivering value for our customers and
colleagues. supperting them in every way we can. During the
year. the Corporate Responsibility Committee approved a
£1m donation to support food banks run by The Trussell Trust
and FareShare and a further £4.6m has been allocated in
community grants across the UK. ROl and Central Europe
over the next three years,

in addition, we are investing significantly in cur colleagues,
with a nearly 8% increase for UK hourly-paig colleagues in
2022. More detalls can be found on page 16
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Stakeholder engagement

Understanding our
stakeholders.

We strive to create value for each of our stakeholders. While we continue to make
progress against our strategic priorities, we also ensure we live up to our purpose and
aim to factor local communities and the planet into every decision we make. Against
the backdrop of cost-of-living pressures, our commitment to serving our customers,
communities and planet a little better every day is more important than ever.

Colleagues

Suppliers

Shareholders

Customers
Why they are we serve millions of customers
important every week. in stores and online.

We cannot deliver our
purpose without our
colleagues’ dedication:
they are at the heart of

everything we do.

Qur partnerships with
suppliers focus on
delivering great value and
great quality preducts for
our customers. When we
get it right together, our
business grows.

Our shareholders want
to work with us to
achieve positive
long-term, sustainable
growth and returns.

Customers recommend us and
come back time and again: our
customer net promoter score
(NPS}, which is measured based on
customers recommending us

as a place to shop.

Key engagement
metrics

Colleagues recommend
us as a great place to

work and shop; our
Great Place to Work
score, which is

measured through our

Every Voice Matters

colleague engagement

survey.

Our Supplier Viewpoint
survey results continue
to reflect our progress on

building trusted relationships

with our suppliers. Meeting
our Scope 3 net zero
commitments by 2050 and
supperting suppliers in
improving diversity within
their businesses.

Drive top-line growth

and grow absolute profits
while maintaining sector
leading margins. This is
expected to generate
between £1.4bn and
£1.8bn of Retail free

cash flow.

Our research with customers
told us they wanted heip with:
affordable food and clothing:
tealthy, sffordable choices:
fuel and travel costs: and
occasional treats.

What matters
to them

Being treated fairly and
feeling supported with
their health, safety and
wellbeing. while being
recognised and rewarded
for their contribution.

Long-term collaborative
partnerships to give them
security. This year. other
factors included the rising
cost of fuel. feed. fertiliser.
labour and raw materials.
which put pressure on
many of them.

Create value for
shareholders and deliver
long-term. sustainable
growth and returns,

Ways we are
responding

Our leading value proposition
including Aldi Price Match, Low
Everyday Prices and Clubcarg
Prices in UK & ROl and Low
Price Guarantee and Clubcard
Prices in Central Europe continues
10 provide customers with the
reassurance that they can trust
Tesco for reliable value. We
continue to offer great cffers and
vaiue through Clubcard across
groceries, toiletries and beauty
preducts. F&F clothing, mobile
and banking. Going forward we
will be making greater use of our
Clubcard insights tc offer
enhanced and personalised
rewards to our most {oyal
customers. Tesco Clubcard was
ranked best supermarket loyatty
scheme in the UK.

Wwe have implemented the HFSS
iocation changes, such that
products high in fat. salt and sugar
are no longer lccated In certain
prominent areas within our stores.

We believe that looking
after our colleagues and

building a culture of

trust is essential to the
success of Tesco. as well
as promating a healthier
working environment.,

where everyone can
be at their best.

We want colleagues 1o

feel recognised and
respected wherever
they work, as well as
experiencing the
reward of our
collective success.

We signed five-year
contracts with some of
our supply partners to
give them the security to
invest in their businesses.

We committed to reviewing
our prices more frequently
and to ensuring that any
investment is passed back
to farmers as quickly as
possible.

We are working with
suppliers to help them in
achieving their net zero
commitments, which will in
turn support our initiatives.

Regular dialogue with

our institutional investors,
potential investors and
analysts provides insight
to their views and
policies. which is
reflected in our

decision making.

Engagement with
shareholders during the
year. with a particular
focus on the ESG agenda.
helps us to understand
their priorities and views
on how we are
progressing.

We have tested every
element of cur capital
allocation framework -
refreshing our leverage
target, the application of
our dividend policy and
continuation of cur share
buyback programme.
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Customers

Coileagues

Suppliers

Strategic report

Shareholders

Example
outcomes of our
engagement

We announced two new price

locks on more than 1.000

products in the UK and arcund

400 products in ROl on Low
Evervday Prices to help
customers spend less.

At Booker, we supported
customers by offering
outstanding value. including
a price freeze on 450 key
catering lines.

We have removed more than
71 billion calories from cur
Own Brand ranges since
2018 through reformulaticn.

We are offering great prices to
ensure healthy options feature
prominently within cur market-
leading combination of Aldi Price
Match, Low Everyday Prices and

Ciubcard Prices.

Inthe UK, through food banks.
charities and together with our
charity partners and customers,
we have donated more than 52
millicn meals in our communities.

In addition. we have donated

more than £100m in community

grants. supporting more than

50,000 projects through 738 .4
million votes from our customers.

We have made three
increases in base pay
across our core UK business
in the past 12 months.
totalling nearly 8% increase
for hourly-paid colleagues
in2022.

We have launched My Tesco.
a digital app that instantly
retrieves available hours to
match colleagues’ skills and
incentivises them to build
more capabilities in

other areas.

To support the roll out of
our Group-wide Your
Contribution proposition
to manage performance.
we launched three new
products to create a

winning performance cuiture,

master feedback and set
strategic objectives.

More detail on diversity and
inclusion can be found on
pages 17 and 67.

Over the course of
2022/23 we made an
investment of £27.5m

in the UK egg sector.

We supported the
British dairy industry.
increasing the price we
pay for our mitk by
around 20%. We invested
more than £30m into the
British pig supply chain
helping to support with
increased on-farm costs
such as wheat and soya.

In the January 2023
Supplier Viewpcint
survey. suppliers
reported their highest
leve! of satisfaction to
date, with 86.6% saying
that they are satisfied
working with Tesco.

79.4% of suppliers agreed

that we put sustainability
at the heart of everything
we do. which was an
increase on the same
period last year and the

highest level of agreement

with the measure since it
was introduced in 2021,

Following the return

of £300m of capital
between October 2021
and March 2022, we
have returned an
additional £750m of
capitail through our share
buyback programme.

During the year, we
welcomed engagemeant
with investors to
understand their views
on ESG matters and from
private shareholders at
our Annual General
Meeting.

Understanding the views
of our shareholders
supports the decisions
we take and the
opportunities we create.

How we engage
and Board
oversight

Issues that matter to cur
customers also matter to the

Board. Independent consumer

research commissioned each
year helps identify where
consumers and influencers
thirk we should be focusing

our attenticn and how well they

feel we are addressing these

issues currently. The Board uses

customer surveys. customer

engagement and data analysis

to listen to customer views and
act on what is most important

to them. With the skills. expertise

and dedication of colleagues

worldwide, we are well placed

to achieve this.

The Board recognises the

need to create conditions that

foster talent. encourage all
colleagues to achieve their
full potential and create an

inclusive working envircnment.

Safety7s central to how we
do business. with the aim of

protecting our colleagues and

The Board reccgnises the
importance of suppliers
being treated fairly to
align with cur values.

This fosters long-term
relationships and trusted
partnerships with our
suppliers. Through
supplier surveys and

customers from injury. Through day-to-day contact with

our Colleague Contribution

our product teams, the

Panels, the Board engages with Board has visibility of

the colleague representatives

delivery against our

to understand the views of the commitments under

workforce. In addition. the

colleague Every Voice Matters

survey results, are discussed
by the Board.

the Groceries Supply

Code of Practice (GSCOP).

Directors. senior
management and
Investor Retations hold
regular meetings with
existing and potentiat
institutional investors
and analysts to
understand their views
and policies. The Group
Company Secretary’s
team engages with
private shareholders
with the support of cur
registrar. Equiniti, who
provide services to
private shareholders
on cur behalf.

LEAF Marque certification
We have completed the rolf out of LEAF Margue certification with our nearly 500 UK fruit and vegetable
growers. The robust environmental standards will help increase envirenmental protections across our entire
UK supply base. working towards whole-farm., continuous improvement in: chmate resilience: biodiversity:

habitat area and quality; GHG emissions and carbon foctprinting: soil health: deforestation: collaboration: and

coflective action. By benchmarking growers’ progress against practices. the standard identifies target areas
and helps producers drive further improvements. It is expected that our entire global fresh produce supply
chain will move to LEAF Margue certification by 2025.

Visit www.tescoplc.com/news/2023/tesco-completes-most-significant-
roll-out-of-environmentai-standards-in-uk-with-leaf-marque-
certification-for-all-fruit-and-veg-grower
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Non-financial information statement

NFIS.

The table below constitutes the Company’s non-financial information statement as

required by sections 414CA and 414CB of the Companies Act 2006. In addition, our

website www.tescoplc.com contains a wide range of non-financial information,
including actions we take to manage our environmental and social impact and

look after our colleagues. The due diligence carried out for each policy is contained

within each respective policy’s documentation.

Relevant policies

Reporting and documents that Where to find more
requirement Associated rsks  Our approach govern our approach Purpose and scope infermation and outcomes Page
Environmental Climate We are committed - Group We have committed to - Purpose and values &
matters change to reducing our environment policy being carbon neutral across  — Our market context n
. environmental impact. - Sustainability our Group operations by - KPis 14
Responsible  pe|ping to tackle climate policies on key 2035 and net zerc across - Climate 18
sourcing change and protecting risk commodities  our full value chain by 2050,  — TCFD 20
and restoring ecosystems including soy. aligned to 1.5°C. We have - Principal risks and 38
(including bicdiversity palm oil. seafood implermented an enhanced uncertainties
and nature). Cur Group climate governance — Corporate Responsibility 69
environment policy sets framework encompassing Committee report
out how we manage the Board. its associated — Audit Committee: 71
our environmental committees and the environmental
responsibilities and the Executive Committee. disclosures
expectations we have — Directors report (SECR) 105
of our suppliers. i ! .
Detalls of our sustainability
strategy together with our
£5G factsheets can be
found on our website at
www.tescoplc.com
Colieagues People Qur Code of Business - Code of Business Our purpose. values and — Purpose and values 6
Conduct governs Conduct leadership behaviours are - KPIs 14
Health and standards of conduct in - Health and safety & vital part of our culture — Our colleagues 16
safety refation to our colleagues. policy to ensure that through - Stakeholder 26
as weli as our other - Bullying and our conduct and decision engagement
stakeholders. We have a harassment policy making we do therightthing - Principal risks and 38
confidential Protector Line - Diversity and for the business and our uncertainties
allowing any colleague or inclusion strategy stakeholders. - Corporate governance. 56
third party to report a - Group purpose and culture
violation of the Code of whistleblowing - Board leadership in 62
Business Conduct, local policy action
law or reguiation. or - Colieague - Nominations and 66
unethicat behaviour., n engagement Governance Committee:
addition. we have pohcies D&l
committing to equal - Directors' remuneration 77
opportunities at work anc report
to providing a safe and - Directors’ report: 103
healthy working employment policies
environment.
Social matters  Customer We are proud to be part of - Groceries Supply Cur 'how 1o’ and ‘when to’ - Supporting stakehoiders 4
thousands of communities Code of Practice speak up programmes through the cost-of-
Product around the world. We want (GSCOP) include our Protector Line living crisis
safetyand o maie a positive - Group ang complaints process - Purpose and values 3]
focdintegry  ifference: through the whistleblowing These allow colleagues to = Qur strategic priorities 12
Responsible local people we employ: policy o raise in confidence any - KPis ‘ 14
sourcing the local businesses we - Ourtax principles  workplace concerns such - Section 172 statement 25
work with: and the local — Group charitable as dishonest activity, bias - Stakeholder 26
People causes we support. We donations policy or anything that endangers engagement
have policies in place to - Responsible colleagues. the public or - Principal risks and 38
ensure we act responsibly retailing of alcohol.  the environment. uncertainties
when it comes to working tobacco and other - TCFD 20
with suppliers, paying tax. age-restricted - Board leadership in &2
retailing age-restricted products action
products andg giving to - Corporate - Corporate Responsibility 69

charities.

Responsibility
Committee terms
of reference.

Committee report

Details of our sustainability
strategy together with fact
sheets can be found

on our website at
www.tescopic.com
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Relevant policies

Strategic report

Reporting and decuments that where to find more
requirement Associated tisks  Qur approach govern our approach Purpose and scope information and cutcomes Page
Respect for Responsible  We are committed to - Human rights We are dedicated to tackiing - Principal risks and 38
human rights  sourcing upholding human rights poficy modern slavery not just within uncertainties
and support in full the - Group our own operations and supply - Corporate 69
United Nations Universal whistleblowing chains. but the issue of forced Responsibility
Declaration of Human policy labour more broadly Modern Committee report
Rights and the - Health and slavery is one of our four key - Directors’ report: 105
International Labour safety policy human rights strategic priority Modern Slavery Act
Organization Core areas. in which we work to bring - More detail on human
Curtve Lo s win froedor abuul change Uinuugl va vighls and vu Muder n
of association and Improve. Transform and Stavery Statement
collective bargaining. Advocate model. can be found on
forced labour. child labour . . our website at
and discrimination at work. Our human rights policy sets out www tescoplc.com
We also uphold standards how we \ntegrate human. rights
on working hours and }nto our business Operataons._
health and safety for including colleague and supplier
workers. training and through cur due
diligence framework.
Antl- Political, We take a zero-tolerance - Code of Business  Our anti-bribery programme - Principal risks and 38
corruption regulatory approach to bribery and te Conduct operates across the Group. uncertainties
and anti- and those involved in bribery. ~ GSCOP The programme is built arounda - Corporate 56
bribery compliance QOur policy requires every - Group clear understanding of how and governance. purpose
matters Tesco business unit to anti-bribery where bribery risks affect our and cultlre
adopt and implement an policy business and comprises key - Directors' report: 103
effective anti-bribery - Group gift and controls such as: policies political donations:
cempliance programme entertainment {anti-bribery. gifts and anti-bribery matters
and for the policy to be policy entertainment, conflicts of
communicated to all - Tesco's political interest. charitable donations):
colleagues on an annual donations policy  procedures such as conducting
basis. The Audit - Cyber security due diligence on suppliers (in
Committee receives and - Data privacy particutar those who will engage
reviews biannual ethics public officials on our behalf):
and compliance data training colleagues on bribery
covering: privacy: fraud: risks every year: and ongoing
anti-bribery: gifts and assurance programmes to test
entertainment: and the that the controls are functicning
annual Code of Business effectively.
Conduct declarations.
How we Effective risk management - Schedule of Our risk management framework - TCFD: climate-related 20
manage risk is core to our management matters reserved continues to be embedded risks
practices. We have for the Board throughout the organisation. — Principal risks and 38
established a risk - Audit Committee enabling us to clearly identify. uncertainties
management framework, terms of prioritise. respand to and - Augit Committee 7
enabling us to clearly reference moniter our most significant risks report
identify. prioritise, respond and emerging risks themes
;?gi;i:ar:]ct,::gi;gﬁrd most The Audit‘Cor“nmittee is informed
emerging risks thernes. We of pqtent\a\ risks and responses
regularly assess our relating to fragd risks and
exposure to fraud risks and resilience testing.
test our resilience to
disruptive events.
Business To create value for ail. We  — Strategic drivers  The Board is responsible for - Tesco at a glance 2
model have a unique combinaticn - Performance establishing the Company's — Purpose and values 6
of strengths and expertise framework purpose and strategy to deliver - Our market context n
todeliver on our strategic - Schedule of our leng-term sustainable — Qur strategic pricrities 12
priorities. matters reserved  success and generate value. - KPis 14
for the Board — QOur business model 15
- Section 172 statement 25
- Corporate 56
governance. purpase
and cuiture

Non-financial KPls

Combining colleague input, customer and stakeholder insights and
Al data analysis. we have identified which sustainability issues are
maost material to Tesco and our stakeholders. Qur performance

against these issues is tracked using the following KPIs:

Climate: percentage reduction of Scope 1and 2 market-based
GHG emissions compared with 2015/16 baseline year and Scope 3

targets by 2050, see page 18.

Healthy sustainable diets: percentage of volume sales from

products with a "healthy’ score. see page 10.

Diversity and inclusion: percentage gender representation.
and percentage ethnicity representation of cur top global leaders.
see page 67.

Food waste: percentage change in tonnes of food wasted as

percentage of tonnes of feod handled compared with 2016/17

baseline year, see page 88.

partners and food banks.

Community: more than 52 million meals donated to charity

Tesco discloses more information and data. including our SASB

disclosure. at www.tescoplc.com/sustainability/reporting-hub.
Pelicies are available on our website,
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Financial review

Group
review of
performance.

Charige at Change at
52 weeks ended 25 February 2023'2 FY 22/23 FY 21/22 actual rates constant rates
Sales (exc. VAT, exc. fuel)® £57.656m £54,768m 6.3% 5.3%
Fuel £8.106m £6,576m 23.3% 23.2%
Revenue {exc. VAT, inc. fuel) £65,762m £61,344m 7.2% 7.3%
Adjusted operating profit! £2,630m £2,825m 16.91% 7.0%
Adjusting items £{1.105m £I1265)m
Statutory operating profit £1,525m £2,560m (40.4)%
Net finance costs £(533!m E(B42)m
Joint ventures and associates £8m £15m
Statutory profit before tax £1,000m £2,033m 50.81%
Group tax £{247)m £(510im
Statutory profit after tax £753m £1,523m (50.6)%
Adjusted diluted EPS* 21.85p 21.86p {0.01%
Statutory diluted EPS 10.08p 19.64p (48.71%
Dividend per share 10.90p 10.90p -
Net debt?$ £(10,493)m £(10,516)m 0.2%
Retall free cash flow® £2,133m £2,277m 6.3)%
Capex’ £1.235m £1.101m 12.2%
Notes:

The Group has defined and outlined the purpose of its alternative performance measures. ncluding its performance ghlights in the Glossary starting on page 207
All measures apart from Net debt are shown on a continuing operations basis unless otherwise stated. Further details on discontinued cperations can be found in Note 7 on page 142
Group saies exclude VAT and fuel Sales change shown on a comparabie days basis for Central Europe.
Adjusted operating profit and adjusted diluted £PS exclude adjusting tems.
Net debt and Retaill free cash flow exclude Tesco Bank.
Like-for-lke [LFL) 15 @ measure of growth in Group online sales and sales from stores that have been open for at |east a year {at constant exchange rates. exclucing VAT and fuell.
. Capex excludes additions arising from business cominnations and buybacks of property {typicaily stores) Refer to page 211 for a full reconcihation.

NN e
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Group sales® increased by 5.3% al constant rates. driven by
strong sales performance in all segments as volumes held up
relatively well despite cost-of-living pressures and some further
post-pandemic narmalisation. We delivered a market-leading
performance over the important Christmas trading period.
continuing to inflate behind the market as overall levels of inflation
increased. Booker delivered an excepticnally strong performance.
particularly in catering, with higher out-of-home consumption.
Revenue increased by 7.3% at constant rates. including fuel sales
growth of 23.2%.

Group adjusted operating profit* decreased by (7.13% at constant
rates. primarily reflecting the impact of lower year-on-year
volumes. the ongoing investment in our customer offer and
significant operating cost inflation. partially offset by a very
strong Booker catering recovery and the acceleration of our
Save to invest pregramme. which delivered in excess of £550m
of savings in the year.

Group statutory operating profit reduced by (40.4)% year-on-year
due to the operating profit impacts above and an increase in
adjusting items. with the key driver being a £(982)m non-cash
impairment charge on non-current assets (primarily property}.
mainly due to an increase in discount rates.

Segmental review of performance

Sales performance
{exc. VAT, exc. fuel?

Strategic report

Net finance costs were broadly flat year-on-year as the benefit
from higher interest receivable and net pension finance income
was partially offset by non-cash fair value remeasurements.
Further detail is shown on page 34. Our share of profits from joint
ventures and associates was lower year-on-year due to a
reduction in profits from UK property joint ventures. The reduction
in tax this year reflects the lower retail operating profits and a
one-off charge in the prior year related to the revaluation of
deferred tax.

Adiusted diluted EPS" was in line with iast year. as the impact
of the reduction in operating profit was offset by lower finance
costs and tax charges. and the benefit of our ongoing share
buyback programme. We have announced a full year dividend
of 10.90p per ordinary share. in line with last year.

Net debt?® was broadly flat year-on-year. with strong cash
generation funding over £1.6bn of shareholder returns in the
form of share buybacks and dividends. We generated £2.133m
of Retail free cash flowS. including a net £468m working capital
inflow. Retail free cash flow reduced by £(144}m due to lower
retail operating profits and higher levels of capital investment.
offset by a reduction in cash tax. The net debt/EB{TDA ratio was
2.6 times. up from 2.5 times in the prier year due to a reduction
in retail EBITDA.

Further commentary on these metrics can be found below and a
full income statement can be found on page 120.

Total sales change

Sales LFL sales Change at Change at
{£m) change® actual rates constant rates
UK 41,040 3.3% 3.3% 3.3%
ROI 2.645 3.3% 6.3% 5.4%
Booker B.684 12.0% 12.0% 12.0%
UK & ROI 52,369 4.7% 4.8% 4.7%
Central Europe 4,181 10.4% 8.3% 10.0%
Retail 56,550 5.1% 5.0% 5.1%
Bank 1106 20.1% 20.1%
Group sales 57,656 5.3% 5.3%
Fuel 8.106 23.0% 23.3% 23.2%
Group revenue 65,762 7.2% 7.3%
Further information on sales performance is included in the supplementary information starting on page 204.
Adjusted operating profit® performance
Profit Change Change at Margin % Margin % change
{Em) actual rates constant rates at aclual rates at actuat rates
UK & RCI 2.307 {7.00% (7.01% 3.8% {57} bps
Central Europe 180 71% 3.6% 41% (10} bps
Retail 2,487 6.10% 16.3)% 3.8% (54) bps
Bank 143 18.8)% 18 8)% 12.9% 616} bps
Group 2,630 6.91% 7.0% 4.0% (61) bps

Further information on operating profit performance is included in Note 2 starting on page 133.
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Financial review continued

UK & ROl overview

In the UK. Republic of ireland (ROI) and Booker, like-for-like
sales increased by 4.7% versus last year. with growth of 6.7% in
the second half. We delivered a very strong performance over
Christmas (with like-for-like sales growth of 7.8%). continuing to
inflate behind the market as overall levels of inflation increased.
Booker delivered particularly strong sales growth of 12.0%.
benefiting from continued market share growth in its

catering business.

UK & ROI adjusted cperating profit was £2.307m, down (7.0)% at
constant rates. primarity reflecting the impact of iower year-on-
year volumes, the ongoing investment in our customer offer and
significant operating cost inflation. partially offset by a very strong
Booker catering recovery and the acceleration of our Save to
invest programme.

Adjusted operating margin was 3.8%. {57)bps lower year-on-year.
reflecting a margin mix berefit last year from higher non-food
sales and the year-on-year operating profit impacts ahove.

Further information on each of the UK & ROI businesses
follows below.

UK - strong customer offer and relentless

focus on value

Like-for-like sales grew by 3.3%, with particularly strong

growth of 7.2% across the six-week Christmas trading pericd.

In the first half, like-for-like sales grew by 0.7%. refiecting
reduced year-on-year volumes due to higher levels of in-home
consumption in the prior year. Growth accelerated in the

second half, with like-for-like sales of 6.0%. driven by rising

ievels of general market inflation and strong demand in the fourth
quarter, particularly during the key Christmas trading period

Food sales grew by 4.6% for the full year, with own brand velume
participation increasing by 46bps as customers responded to

our overall value propasition, driving growth at both ends of our
range: Finest sales were up 6.8% and sales of our entry price and
Exclusively at Tesco ranges were up 5.9%. We are at the most
competitive we have ever been. with our strongest price index

to date. as we continue to invest in our value proposition for
customers. The powerful combination of Aldi Price Match,

Low Everyday Prices and Clubcard Prices, supported by our
market-leading ranges. is helping customers manage higher

costs of iving. We maintained a strong market share at 27.3% and
were the only full-line grocer to grow share versus pre-pandemic.
while also growing our overail brand index ahead of the market
across the three years. most noticeably in quality. up 492bps.

Customers took greater advantage of our exclusive Clubcard
Prices prormotions. with promotional participation increasing
by 3.8%pts 10 25.5% in February. Clubcard sales penetration
reached 78.5% by the end of the year, up 4.4%pts. with
penetration in convenience up 9.9%pts. benefiting from

the rolf out of Clubcard Prices to our Express stores in the
second half of last year and more recently the launch of

our market-leading Clubcard Price Meal Deal.

Nan-food sales declined by (4.5)% as we traded over strong sales
in Home and Clothing categories last year. Home sales declined by
(6.4)%. driven by a (9.8)% reduction in our range as we selectively
exited iow margin categories such as electricals. We outperformed
the market in key categories. such as gifting and stationery (by
8.7%pts and 4 3%pts respectively). We purchased the Paperchase
brand in January. and we look forward to introducing a wider
range of cards. gifting and stationery later this year.
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Clothing sales declined by (1.21%. which mainly reflects the impact
of trading over exceptionally strong lockdown-linked demand in
the first half of the 2021/22 financial year. partly offset by our
efforts to rebalance space from Home to Clothing. We saw a
significant improvement in value perception. ahead of other
clothing retailers. and the number of customers purchasing

at least one product from our Home ang Clothing ranges
increased by 11.0% and 7.6% respectively. Clothing delivered
growth of 7.0% in the fourth quarter,

Sales grew well in both large and convenience store formats.
by 4.0% and 6.4% respectively, driven by particularly strong
performance in food and higher footfall as some customers
switched back into stores from cnline. Growth was particularly
strong in our city centre convenience stores. notably in the
London region where sales grew by 9.4%.

Online sales declined by (5.4)%. in line with overall normalisation
in the market. Oniine sales participation stabilised to c.13%,
around 4%pts higher than pre-pandemic, driven by strong
customer retention.

Online performance
Qne-year Three-year

FY 22/23 change change
Sates (inc, VAT) £5.6bn 5.4)% 57.0%
Orders per week 1.14m 6% 52.1%
Basket size £ £95 1.0% 3.2%
Online % of UK total sales 12.8%  (1.2)%pts 3.6%pts
Delivery saver subscribers 688k 0.8% 39.1%
Click & Collect (C&C} locations 563 10.4% 71.1%

We opened our fifth and sixth urban fulfiment centres (UFCs)

in Ruthergien. Glasgow (in May) and Bar Hill. Cambridge (in
January}. Tesco Whoosh - our rapid delivery service - is now

in 1.000 stores. exceeding our original target of 800 stores.

Our average delivery times have improved by around five
minutes to ¢.25 minutes with nearly two million orders delivered
to customers 1o date. Satisfaction scores are among the highest
n the Group. with Whoosh proving particularly popular amongst
our mast loyal customers.

ROI - consistently outperforming the market
Like-for-like sales grew by 3.3% for the full year. including growth
of 6.6% In the second half as general market inflation increased.
We delivered a particularly strong Christmas. despite trading over
high levels of in-home consumpticn in the prior year as a result of
hospitality restrictions. We grew our market share to 22.9% by the
end of the year. with gains of 64bps year on year and 110bps versus
pre-pandemic.

Total sales grew by 5.4% at constant rates. including a 1.5%pts
contribution from the nine Joyce's stores we acquired in June
which were fully converted and reopened as Tesco steres in the
third quarter. In addition. we opened four new convenience
stores, which contributed 0.7%pts to total sales growth.

Qur continued investment in value through Aldi Price Match,
Low Everyday Prices and Clubcard Prices is proving to be a
winning formula for customers in Ireland. Clubcard Prices has
been a particular success. with sales penetration increasing by
22.8%pts to 76.5%.



BOOKER - an exceptionally strong performance
across both catering and retail

Sales

£rr LFL

Total Retail 4,796 3.2%
Retait 2.888 9.9%
Tobaocco 1.908 15.60%
Total Catering 3,629 26.7%
Catering 2.308 25.2%
Best Food Logistics 1.520 29.0%
Total Booker* 8,684 12.0%

* Total Bocker also includes small business sales of £259m

Bocker delivered exceptionally strong like-for-like sales growth of
12.0%. Catering sales were particularly strong. increasing by 35.5%
in the first half as we lapped subdued demand due to pandemic-
related restrictions in the prior year. Catering grew by 18.9% in
the second half as we continued to significantly cutperform the
market. working with hospitality customers to ensure they could
continue to offer outstanding value while maintaining strong menu
cheice. This included our price freeze on around 450 key catering
lines across the festive period. The number of customers signing
up to our Foed Clubs has further increased. with 44.000 members
now abie to access exclusive deals and discounts.

The retail business also continued to grow well, with sales up
9.9% excluding tobacco., Qur Jack’s product range is proving
popular with cur Booker retail partners, enabling them tc offer
their customers a great value own brand alternative on cver
500 lines.

Retail tobacco sales declined by (5.6)%, reflecting the market
trend as customers returned to overseas travel and duty-free
imports increased. Excluding tobaccoe. total Booker sales growth
was 18.4%.

CENTRAL EUROPE - strong delivery of cost reduction
plans delivering profit growth

Like-for-like sales grew by 10.4%, with strong growth in all three
markets. Inflaticnary pressures were felt to a greater extent
across our Central European markets with even more significant
levels of input cost inflation. Food sales grew by 11.9%. with strong
growth in both fresh and packaged categories.

We rolled out Clubcard Prices to ¢.95% of promotions and cur
Low-Price Guarantee continues to be positively received across
all countries. Clubcard penetration is now at 83% versus 60% last
year and we have seen strong improvements across our reward
perceptions. Our reward scheme is now ranked number 1in all
three countries.

Central Europe adjusted operating profit was £180m. an increase
of 3.6% at constant rates. Qur cost reduction programme helped
offset significant energy inflation. foreign exchange headwinds and
an incremental £(25)m charge related to a new extracrdinary retail
tax in Hungary.

In June. we completed the sale of 17 malls and cne retail park.
generating proceeds of £203m and a £37m profit on disposal
within adjusting items. We are continuing to operate the Tesco
hypermarkets in these malls on a leasehold basis.

Strategic report

TESCO BANK

FY 22/23 FY 21/22 YoY change
Revenue £1,106m £922m 20.1%
Adjusted operating profit £143m £176m (18.8)%
Lending to customers £7.1on £6.5bn 9.1%
Customer deposits £(5.8)on £{5.3)bn 8.3%
Net interest margin 49% 5.0% (0. 1%pts
Total capital ratic 25.7% 27.2% (1.5)%pts

Revenue grew by 20.1%. driven by an increase in credit card
spend, a recovery in demand for travel money and an increase

in ATM transactions year on year as cash usage continued to
recover post-pandemic. in addition. insurance revenue increased
due to an additional two-month benefit from the acquisition of
Tesco Underwriting Limited in May 2021 as well as underlying
growth in policies.

Tesco Bank adjusted operating profit was £143m. down (18.8)%
year on year, predominantly due to the impact of a significant
provision release in the prior year related to the improved
macreeconomic outlook post-pandemic. This was partially
offset by a strong performance in our travel money and ATM
businesses, combined with higher credit card income. in addition
to a higher contribution from the full consclidation of Tesco
Underwriting Limited.

Overall lending to customers has increased by 9.1% to £7.1bn, due
mainly to higher credit card balances as a result of both increased
retail spending and growth in newly acquired accounts. Loan
balances remained stable year on year. Our level of customer
defaults remains low and the Bank’s balance sheet remains in a
strong position. with sufficient capital and liquidity to absorb
changes in both regulatory and funding requirements.

In additicn to winning Credit Builder Card Provider of the Year
and Best Card Provider (Introductory Rate} at the Moneyfacts
Awards in the first half. Tesco Bank has since won Credit Card
Provider of the year at the 2023 Moneyfacts Consumer Awards
in recognition of the wide range of credit cards we offer for
customers. combined with the unique benefit of being able to
earn Tesco Clubcard points.

We announced our two new charity partnerships with The Trussell
Trust, who work to end the need for food banks in the UK. and
Maggie's. the cancer support charity.

PLANET - serving our customers, cornmunities and
planet a little better every day

We continue to rolf out innovations to help achieve our aim of net
zero emissions across our entire value chain by 2050. aligned to a
1.5°C pathway. In the fourth quarter we announced two new trials
with our farmer suppliers. We launched a low-carbon fertiliser
trial with five of our key field vegetable suppliers. With 75% of the
fertiliser alternatives manufactured in the UK. the trial is focused
on increasing food security and cutting greenhouse gas emissions
for the harvests linked to the low-carbon fertiliser of those key
suppliers. We also iaunched a fava bean trial to help scale up this
UK-native. low-carbon alternative protein to pea and soya,
including using it as an ingredient and as alternative feed for pigs.

We have made further progress towards our commitment to be
carbon neutral in our own operations by 2035. We introduced a
further 243 etectric vans into our home delivery fleet. and in an
industry first. we introduced a zero-emissions electric lorry to trial
deliveries across the 400 London stores served by our Dagenham
distribution centre.
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Financial review continued

This year we launched our Better Baskets campaign. bringing
together affordable products to help customers make healthier
and more sustainable choices. Healthy products now account for
60% of sales volumes. up from 58% last year. and we are on track
to achieve our target of 65% by 2025. Reformulation of Own Brand
ranges has contributed to the removal of 71 billion catories to date.
putting us wel} on track to delivering our 100 billion calorie
reduction ambition by 2025.

In the third quarter. we announced cur new aim to halve food
waste in our own operations by 2025. five years ahead of our
previous commitment and the UN Sustainable Development Goals
(SDG) of 2030. In November, we rebranded reduced tc clear with
new signage to let customers know that products are Reduced in
price. Just as nice.. helping them to save on their weekly shop and
reduce food waste.

To help support the unprecedented demand in our communities,
we have given daily donations to food banks and local charities.

In the third quarter we launched The Give Back Express. allowing
customers to purchase products most needed by charities and
donate them in store. Alengside our winter food collection. which
provided an equivalent of 2.4 million meals this year. these
initiatives are made possible through cur longstanding
partnerships with Community Food Connecticn, The Trussell Trust,
FareShare and free sharing app Clio.

Adjusting items in statutory operating profit

FY 22/23 FY 21/22
£m £m
Net impairment charge on non-current assets 982) msj
Save to invest restructuring provisions 138} (44)
Property transactions 91 128
Amortisation of acquired intangible assets {76] (76}
Disposal of Asia operations/China asscciate 2 LY
Other” (2 (3]
Litigation costs - (193)
Total adjusting items in statutory
operating profit 11,105) {265)

* Other includes fair value less cost of disposal movements on assets held for sale. ATM
business rates refund. and release of onerous contract provision See page 138,

Adjusting items are excluded from our adjusted operating profit
performance by virtue of their size and nature to provide a helpful
alternative perspective of the year-on-year performance of the
Group’s ongeing trading business. Total adjusting items in statutory
operating profit resulted in a charge of £(1.105}m. compared to a
£{265)m charge in the pricr year.

We recognised a £(982)m non-cash net impairment charge on
non-current assets, primarily property. driven mainly by a
significant increase in discount rates as a result of macroeconomic
factors. The majority of the charge (£(626)m) was bocked in the
first half the year. with an additional amount charged in the
second half as discount rates further increased.

We recognised a £(138)m restructuring provision related to the
Save to invest programme, which includes changes made to our
store management structures and the closure of our remaining
UK counters.

We generated a £97m profit on the disposal of properties in the
year. including the sale of our Middlewich distribution centre in

the UK. and the disposal of 17 mall properties and a retail park in
Central Europe.
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Amortisation of acquired intangibie assets is excluded from our
headline performance measures. We incurred a charge of £(76)m
in the year. which relates to the intangible assets that were
recognised as a result of our merger with Booker in March 2018.

In the prior year, we recognised litigation costs of £(193)m in
adjusting items. relating to proceedings issued against us by two
claimant law firms in relation to the overstatement of expected
profits announced in 2014, The cash flow related to these claims
was also settled in the prior year. Given the legal timeframe for
bringing a claim has now elapsed. no further related claims can
be brought by shareholders.

Further detail on adjusting items can be found in Note 4. starting
on page 138, with additional information relating to the non-cash
net impairment charge in Note 14. starting on page 148.

Joint ventures and associates

Our share of post-tax profits from joint ventures and associates
was £8m. compared to £15m in the prior year, primarily due tc a
reduction in profits from UK property joint ventures,

As announced within our interim results, we completed the
buyback of our partner’s stake in The Tesco Dorney Limited
Partnership property joint venture in October 2022, bringing back
seven large stores into full ownership. This results in annual cash
rental savings of ¢.£31m and has a broadly neutral impact on net
debt. as a £(0.4on increase in borrowings is offset by a £0.4bn
reduction in lease liabilities.

Following this transaction, we have five UK property joint ventures
still in place. from a peak of 13 structures in 2015, These five
remaining structures contain properties worth £3.0bn and debt of
£2.0bn. with £2.0bn of asscciated lease liabilities on our batance
sheet. The three ifargest remaining property JVs are with the
Tesco Pension Scheme.

Net finance costs

FY 22/23 FY 21722
£m £m
Net interest on medium term notes. loans and
bonds {231 (208)
Other interest receivable/(payable) 42 (30
Finance charges payable on lease liabilities (373) 1405}
Net finance costs before adjusting items (562) (643)
Fair value remeasurements of financial
instruments (51) 123
Net pension finance income/(Costs) 80 (22
Net flnance costs (533) 1542}

Net interest on medium term notes, loans and bonds was £(231m.
up £123)m. The combined impact of debt acquired through the
acquisition of property partnerships and increased interest rates
on floating rate debt was largely offset by the benefit of debt
refinanced at a lower coupon in the prior year and the buyback of
a portion of secured debt in November 2022,

Other interest receivable totalled £42m., up £72m year on year due
to higher interest income on our cash balances and short-term
deposits.

Finance charges payable on lease liabilities reduced by £32m year
on year. This was driven by the derecognition of £385m of lease
liabilities relating to the buyback of The Tesco Dorney Limited
Partnership mentioned above and £355m of lease liabilities related
to the buyback of The Tesco Sarum Limited Partnership in
December 2021.



The non-cash fair value remeasurement charge of £{51m primarily
relates to the mark-to-market movement on inflation-linked
swaps. driven by an increase in discount rates. These swaps
eliminate the impact of future inflation on the Group™s cash fiow
in relation to historical sale and leaseback property transactions.

Net pension finance income of £80m was driven by the I1AS 19
pension surplus as at the end of the 2021/22 financial year.
compared to a charge of £(Z2Zim {ast year when the scheme
was in an opening deficit position.

Further detail on finance income ang costs can be found in Note 5
on page 139, as well as further detail on the adjusting items in Note
4 on page 138.

Group tax
FY 22/23 Fy 21/22
£m £m
Tax on adjusted profit (442} (502)
Tax on adjusting items 185 (8)
Tax on profit (247} {510)

Tax on adjusted Group profit was E(442)m. £60m lower than last
year. reflecting a reduction in retall operating profit and a one-off
charge in the prior year related to the revaluation of deferred tax
following the decision to increase the corporation tax rate in the
UK from 19% to 25% from April 2023, Adjusting items resulted in

a £195m tax credit. driven predominantly by taxable deductions
relating to the higher impairment charge.

The effective tax rate on adjusted Group profit was 21.3%.
higher than the current UK statutory rate of 19%. primarily due
to the depreciation of assets which do not qualify for tax relief.

We expect our effective tax rate to be around 26% in FY
23/24 following the increase in the UK corporation tax rate on
i Aprii 2023.

Earnings per share

F¥22/23 FY 21422 Yo change
Adjusted diluted EPS 21.85p 21.86p (0.01%
Statutory diluted EPS 10.08p 19.64p (48.7%
Statutory basic EPS 10.17p 19.86p 48.8)%

Adjusted diluted EPS was 21.85p. in line with last year, as the
impact of reduced adjusted operating profit was offset by lower
finance costs and tax charges year on year. and the benefit of
our share buyback programme.

Statutory diluted earnings per share was 10.08p. (48.7)% lower
year on year due to an increase in adjusting items, principally
a higher net impairment charge on non-current assets.

Dividend

We propose to pay a final dividend of 7.05 pence per ordinary
share. taking the full year dividend to 10.90 pence per ordinary
share. in line with last year. This includes the payment of an
interim dividend of 3.85 pence per ordinary share in
November 2022.

The proposed final dividend was approved by the Board of
Directors on 12 April 2023 and is subject to the approval of
shareholders at this year's Annual General Meeting. The final
dividend will be paid on 23 June 2023 to shareholders who are on
the register of members at close of business on 12 May 2023 (the
record datel. Shareholders may elect to reinvest their dividend in
the dividend reinvestment plan (ORIF). The fast date for receipt of
DRIP elections and revocations will be 2 June 2023.

Strategic report

Summary of total indebtedness {excludes Tesco Bank)

February 23 February 22 Movement

£m Erm £m

Net debt before lease liabilities {2.779) (2.570) (205)

Lease liabilities {7.718) (7.946) 228

Net debt (10,493) 10,516) 23

Pension deficit. 1AS 19 basis (post-tax) (300) 1242) (58)

Total indebtedness (10,793] (10,758} (35)
Net debt/EBITDA 2.6x 2.5x
Total indebtedness ratio 2.7x 2.5%

Total indebtedness was £010,793)m, broadly in line with last year as
increases in net debt and the IAS 19 pension deficit were largely
offset by a reduction in iease liabilities. Net debt before lease
liabilities increased by £(205)m year on year to £(2.775)m. driven by
the impact of fair value remeasurement of net derivatives and the
purchase of & portion of the secured debt of our property joint
ventures. in order to reduce our ongeing net interest cost.

Lease ligbilities were £{7.718Im, down £228m year on year, primarily
due to the derecognition of £385m of lease liabilities fellowing the
purchase of cur partner's stake in The Tesco Dorney Limited
Partnership. This was partially offset by an increase in lease
liabilities as a result of higher rent payments this year due to the
effect of RPI inflation and the lease back of 17 stores situated in
the mall properties sold in Central Eurcpe.

We now carry an IAS 19 pension deficit. totalling £(300)m {post-
tax), which includes £0157)m relating to the main scheme and
£0143)m related to other Group pension schemes. The main
scheme was in a surpius of £2.4bn (post-tax) in the prior year and
was therefore disregarded in total indebtedness as only pension
schemes which are in a net deficit position are included. The
movement in the main scheme was driven by movements in
discount rates and giit yields.

The accounting surplus/deficit does not drive contributions to
the pension schemes and can be volatile. As disclosed within our
interim results, we have agreed the actuarial pension valuation

as at 31 March 2022 with the Tesco Pic Pension Scheme Trustee at
a surplus of £0.9bn. It was also agreed with the Trustee that no
pension deficit contributions are expected to be required shead
of the next triennial valuationin 2025,

we had strong levels of liquidity at the end of the year of £2.7bn
and our £2.5bn committed facility remained undrawn. We
refinanced the facility in November 2022 for an initial three-year
term. The rate of interest payable on this facility continues to be
linked to three of our sustainability commitments,

Our net debt to EBITDA ratic was 2.6 times at the end of the year.
up from 2.5 times in the prior year end and around the middie of

our targeted range of 2.8 tc 2.3 times. The year-on-year increase
was driven by a reduction in retail EBITDA. The total indebtedness
ratio was 2.7 times compared to 2.5 times last year end.

Fixed charge cover was 3.5 times this year. which was stable year

on year, as a reduction in retall EBITDA cffset lower net finance
costs and lease interest payments.
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Financiai review continued

Summary retail free cash flow

The following table reconciles Group adjusted cperating profit to
retail free cash flow. Further details are included in Note 2 starting
on page 133.

FY 22/23 Fy 21/22
£m £m
Adjusted operating profit 2,630 2,825
Less: Tesco Bank adjusted operating
(profit)/loss (143) (176)
Redall adjusied vpai atlng prufit 2,487 2,049
Add back: Depreciation and amortisation 1.570 1.577
Other reconciling items 81 61
Pension deficit contribution (23) 191
Decrease in working capital 468 501
Retall cash generated from operations 4,563 4,769
before adjusting items
Cash capex {1.143) (1.050)
Net interest (573) BA)
- Interest related to Net debt before lease
ligbiiities (202} 239)
- Interest related to lease liabifities (371 {402}
Tax paid [107) N195)
Dividends received 68 109
Repayment of obligations under leases {589) (571
Own shares purchased for share schemes (86) (144)
Retail free cash flow 2,133 2,277
Memo {not included in Retail free cash flow):
— Netacquisitions & disposals (287) 122
— Property proceeds & purchoses 266 228
- Cash impact of adjusting tems 61} (316}

We delivered strong Retail free cash flow of £2.133m. significantly
ahead of cur target range of between £1.4bn and £1.8bn. driven by
ancther strong working capital performance. The year on year
reduction of £(144)m was primarily driven by lower retail adjusted
operating profit and an increase in capital expenditure. partially
offset by lower tax and net interest payments.

Our total working capital inflow was €468m. driven primarily by
higher trade payable balances due to cost price inflation in
addition to good working capital management.

Net interest paid was lower year on year due to higher interest
received as a result of higher interest rates on cash balances and
lower interest relating to lease liabilities as a result of the buyback
of the property partnerships mentioned above.
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Total retail cash tax paid in the year was £0007)m. compared to
£(195)m iast year. The reduction reflects lower retail adjusted
operating profits year on year and the impact of tax allowable
deductions relating to adjusting items. primarily the impairment
charge and fair value remeasurements. We continue to benefit
from a super-deduction allowance on certain capital investments
and we received in-year tax relief of £121m in relation to the £2.5bn
one-off pension contribution made in 2021, which is required to be
spread over four years for tax purposes. FY 23/24 wilf be the final
year in which we receive this pension-related tax relief. In the
Spring Budget 2023. the UK Government announced that full
expensing relief on certain capital investments would be available
from 1 April 2023 through to 31 March 2026, and we expect this to
have a broadly similar cash tax impact as the super-deduction
allowance that it replaces.

The net cash outflow of £(86)m for the purchase of our own
shares comprises a £{134)m purchase of shares to offset dilution
from share scheme issuance. offset by £48m proceeds received
from colleagues in relation to those schemes. The lower cutflow
compared to last year was driven by the timing of purchases to
satisfy FY 23/24 maturities.

The net cash impact of acquisitions and disposals was £(281)m,
of which c.E(200)m related tc the purchase of a portion of the
secured debt of our property joint ventures. in order to reduce
our ongoing net interest cost.

We generated £266m of proceeds from property transactions.
inciuding the sale of 17 malls and one retail park in Central Europe
and our distribution centre in Middlewich in the UK. This was
partially offset by the purchase of our partner’'s stake in

The Tesco Dorney Limited Partnership in Octcber 2022,



Strategic report

Capital expenditure and space

UK & ROI Central Europe Tesco Bank Group
FY 22723 FY 21722 FY 22/23 FY 21/22 F¥ 22/23 Fy 21/22 FY 22/23 FY 21/22
Capex £1,069m £963m E15m £91m £51m £47m £1,235m £1,101m
Openings (k sq. ft.) 318 180 77 54 - - 395 234
Closures (k sg. ft.) 1233) {146) (25) 125) - - (258) (171}
Repurposed (k sq. ft.) e} - {407} (125) - - (398} (125)
Net space change {k sq. It.) 94 34 {355) 196) - - 267) 162)

Retal se'lting space is defined as net space In store adjusted to exclude checkouts. space behind checkouts. customer service desks and customer toilets | he data above excludes space
relating to franchise stores. A full breakdown of space by segment 15 included in the Supplementary informaticn on page 205

Capital expenditure {capex) shown in the table above reflects expenditure on engoing business activities across the Group, excluding
property buybacks.

Our capital expenditure for the year was £1.235m. £134m higher year on year, which primarily relates to simptification projects within our UK
stares and the opening of convenience stores across both the UK and Ireland. We opened our fifth and sixth UFCs in Rutherglen. Glasgow. in
May 2022 and Bar Hill. Cambridge. in January 2023.

In the UK. we opened two new superstores. at Freshwater and Cinderford. 18 new One Stop stores and a further 50 Tesco Express stores,
taking our total number of Tesco Express stores to 1.998 at the end of the financial year. We opened our 2.000th Express store in Cambridge
in March. after the year end. In the Republic of Ireland, we opened four new Tesco Express stores and converted the nine Joyce's stores we
acquired in June last year.

In Central Europe, we opened seven new small format stores and refreshed 35 large stores in the year, right sizing our selling space. to
ensure our offer remains relevant for customers. A further 56 store refreshes are planned this year.

Statutory capital expenditure for the vear was £1.5bn.

Further details of current and forecast space can be found in the Supplementary information starting on page 204.

Property
UK & ROI Central Europe Group

February 23 February 22 February 23 February 22 February 23 February 27
Property' - fully owned
- Estimated market value £15.4bn £16.6bn £1.8bn £1.5bn £17.2bn £18.1on
- NBY £14.9bn £15.1bn £1.5bn Er.4bn £16.4bn £16.5bn
% store selfing space owned 58% 56% 68% 68% 60% 58%
% property owned by value? 59% 58% 65% 64% 60% 58%

1 Stores. malls, investment property. offices. distribution centres fixtures and littings. work-in-progress Excludes joint ventures
2 Excludes fixtures and fittings

The estimated market value of our fully-owned property as at the year end reduced by £{0.8)bn to £17.2bn due to the weakening of the UK
property investment market in the past six months. The market value represents a surplus of £0.8bn over the net book value {NBV).

Our Group freehold property ownership percentage was 60%. an increase of 2% year on year. The completion of the purchase of cur
partner’'s 50% stake in The Tesco Dorney Limited Partnership in October brought back into full ownership seven sites. contributinga 1%
increase in the percentage of fully-owned properties in the UK & ROI. We alsc repurchased the Tesco Extra stores in Mansfield and Melton
Mowbray in the UK.

in Central Europe. the increase in the market value of fully-owned property reflects the assets that were held for sale last year, which were

not sold. coming back into the "Property - fully owned' balance. in the year. we realised £203m of proceeds from the completed sale of 17
malls and cne retail park.
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Principal risks and uncertainties

Managing our risks.

Effective risk management is core to our management practices. Risk management framework

which help deliver our strategy and our commitments to our The diagram beiow provides an overview of our risk management
customers, community. and the planet. We are focused on framework defining Tesco's risk management process and
conducting our business responsibly. safely. and legally. while governance. Qur risk management framework continues to be
rmaking risk-informed decisions when responding to opportunities embedded throughout the organisation. enabling us to clearly

or threats that present themselves. The Board and Executive identify, prioritise, respond. and monitor our most significant risks
Committee are responsible for the effective management of risk and emerging risk themes. Cur risk management framework
across the Group. We manage our risks in line with the risk supports decision making. with culture and leadership being at
appetite set by the Board. the heart of our framework. including a clear tone from the top

on the importance of risk management.

Risk management framework

Governance | I Risk process
1 A\
Board
\dentiﬁcation
Audit
Committee
Group Chief g z
- -
Eercutlvte'? and 3 4 Culture &
xecutive a 3 .
Committee el is leadership

Group risk and
compliance
committee

GoVern ance &
reporting

Business and
functional
leadership team

VoL

Principal risks are those significant risks that could affect our strategic ambitions. future performance. viability. and/or reputaticn.
Full disclosure of these risks is included on pages 40 to 45,
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Risk identification and prioritisation

A complete view of our risk universe starts with the analysis of our
business. the external environment within which we operate. the
regulatory landscape and our internal operations. This includes the
impacts on our strategy. initiatives. governance. and processes.
we use a consistent assessment criterion to identify and prioritise
risks at the Group. functional. and business unit level, along with
horizon scanning for emerging risk themes. The identified risks are
categorised into one or more of the following risk types: strategic.
change. operational, finance or compliance. This enables effective
governance and monitoring of the risks.

Management assesses the risks on a continuous basis. taking
into account the risk to Tesco's strategy, our colleagues and
our operations. as well as our impact on society and the
environment. There is regular formal oversight through clearly
defined governance structures. e.g. the Cyber risk committee
oversees the various elements of the cyber security risk.

Risk controls and responses

For risks where our risk appetite is low, termed. ‘risks reguiring
standards’. we take a2 robust and uniform approach to determine
appropriate risk cantrols and responses, leaving no room for
discretion or deviation. For these risks (typically regulatory and
compliance risks} we have established policies and blueprints
to guide the business in managing the risks These risks are
monitored formally by one or more of our various governance
bodies. such as our Group risk and compilance committee.
Privacy executive committee and Investment committee. as
well as. biannually by the Audit Committee. For other risks,
termed. ‘risks requiring judgements’. which are typicaily
strategic. pervasive. or dynamic in nature. the risk contrcls

and responses are determined on a case-by-case basis inline
with the strategic goals of the organisation. We determine
appropriate risk responses by measuring against the target risk
score that articulates the risk appetite. after considering any
existing risk mitigations.

Governance and monitoring

A strong risk culture is at the heart of our Risk management
framewocrk with clear risk ownership and proactive leadership.
The responsibility for identifying. assessing. escalating. and
managing risks resides with management at a functional. business
unit and executive level. The Board has overall responsibility for
risk management and is actively engaged in risk discussions.

The Audit Committee. on behalf of the Board, undertakes an
annual effectiveness assessment of the risk management
framework. as well as. detalled reviews of the risks twice a year,
to support the external reporting process. see page 75. The Group
risk and compliance committee is responsibie for the oversight of
key risks on behalf of the Executive Committee. During the year.
the Chief Audit and Risk Officer (CARO) left the business, and a
PwC audit partner acted in an intermediary capacity to oversee
the function. A new CARQ joined in April 2023,

Strategic report

Audit and assurance

Assurance over risks requiring standards is rcbust and integrated
across all three lines of defence. To mitigate these risks. the
second-line functions such as. finance controls, ethics and
compliance, safety, respensible sourcing. technelogy compliance.
and people compliance. systematically test the processes and
controls established by management.

Group Audit undertakes functicnal reviews on a rotational
basis over the effectiveness of the first two lines of defence.
It also carries out targeted controls testing for the risk
requiring standards. For risks requiring judgements. Group
Audit undertakes risk-based internal audits to ensure
sufficient risk coverage.

Principal risks and uncertainties

The most significant risks - those that could affect our strategic
ambitions. future performance. viability. and/or reputation - form
our principal risks.

The table sets cut our grincipal risks. This includes a summary

of key information including. the type of risk. links to our strategic
drivers. risk movement, key responses and controls, and the
oversight committees at the Executive Commitiee and Board level.
Please note, this list does not include all our risks. Additional risks.
not presently known. or those we currently consider to be less
material, may also have adverse effects. We also highlight

principal risks that are included in our long-term viability
scenarios. see page 46.

At present, there continues to be a heightened level of
macroeconcmic uncertainty relating to cost and wage infiation,
as well as energy supply issues. leading to rising prices. which are
continuing to impact our customers’ disposable income. thereby
changing the way they shop. These also result in anincrease in
operationat costs for us as well as our suppliers, which is further
exacerbated by the war in Ukraine. The inflationary and economic
risk factors continue to influence our business and are therefore
key components of our customer and financial performance
principal risks. We understand the short-term risks and impacts.
and we have the right teams. governance mechanisms, customer
offerings and strategies in piace. However, the long-term impacts
remain uncertain. and we will continue to monitor the situation
closely and respond accordingly.

There are two notable changes to our principal risks this year.
Brand, reputation. and trust is ne longer a standalone principal
risk. but continues to be monitored as a component of our other
principal risks. Furthermore, given the impact of the external
macroeconomic and geopelitical situation on supply chains, we
have elevated security of supply as a new principal risk. A deep
dive of this risk was also presented at the February 2023

Board meeting.
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Principal risks and uncertainties continued

Strategic drivers

Magnetic value
for customers

I love my Tesco
Clubcard

¥

Principal risk

Easily the most
convenient

Save to Invest

Risk movement

Risk type
@ Strategic
@ Change
@ Operational

® Finance

@ Compliance

Residual risk movement
{after taking current responses
and controls into consideration}

@ Risk increasing
@ No risk movement
@ Risk decreasing
® New risk

t Indicates that the
principal risk has been
incluged as part of
the longer-term
viability scenarios
detailed on pages
46 and 47

Key responses and controls

Cyber security!
é Strategic
‘O Operational

A cyber security incident can result in
unauthorised access 1o, or misuse of,
our informaticn systems, technology,
or data. This could lead to leakage of
sensitive information. loss of our
critical assets, impact on trade, and
reputational damage.

Oversight: Cyber risk committee,
Group risk and compliance
committes. Executive Committee.
Audit Committee. Board.

There continues to be a growing level
of sophistication and scale of
targeted cyber incidents However,
the risk has remained stable in ling
with the previous year as we continue
to invest in building the right
capabifities and skills across our
teams. which combined with
colleague training and Executive-level
aversight supports us in managing the
risk effectively on an angoing basis.

@

Our cyber strategy focuses on enhancing the Group-wide control
framework, including leak prevention. early detection. and
prevention of cyber attacks.

There is regular reporting on the progress and results of the
cyber security programme to governance and oversight
committees at both management and Board level.

We operate a layered security defence mode! consisting of
preventative, detective, and responsive technical controls and
foundational capabilities. The security model is underpinned by
a detailed roadmap. which is tracked against set milestones and
defined outcomes.

we have further heightened our vigilance and monitoring related
1o potential cyber threats. This includes gathering intelligence from
the National Cyber Security Centre, our security partners, and
financial services organisations via Tesco Bank

We have an experienced team in our security operations centre
10 detect. report, and respond to security incidents.

We continue to grow our experienced team to ensure we have
ihe right skills and capabilities.

we recognise the importance of training and communication to
help prevent cyber security incidents. We hold regular induction.
awareness. and refresher courses for our colleagues.

We have a third-party supplier assurance programme focusing
on third-party cyber security risks.

Data privacy!
C Compliance

Failure to comply with legal or
regulatory requirements relating to
data privacy in the course of our
business activities results in
reputational damage. fines. or other
adverse consequences. These can
inciude criminal penalties and
consequential litigation. which may
result in an adverse impact on our on
our ability 1o do business.

Qwvaersight: Privacy executive
committee. Group risk and
compliance committee, Executive
Committee. Audit Committee, Board

We hold customer and colleague
personal data. Although the threat
landscape has been ever-changing.
the risk remains unchanged. and we
continue to monitor and manage the
risk closely through structured
implementation of our Group data
privacy programme. robust
governance and oversight
mechanisms.

®

we put our customers and colleagues at the heart of all decisions
we make when using their perscnal data. Qur data privacy policies
and processes {including via privacy impact assessments and data
governance) establish how we protect and appropriately use
personal data.

There is regular reporting on progress and performance of the
data privacy prograrmme to governance and oversight committees.
Qur multi-year technology security programme is driving enhanced
data security capabilities.

Qur Group data privacy programme includes ongoing assessment
and monitoring of privacy risks and controls across our businesses.
Wwe have an established team in our security operations centre to
detect, report and respond to security incidents lincluding personal
data incidents).

We have a Lhird-party supplier assurance programme focusing on
third-party data security and privacy risks.

We recognise the importance of ongoing training and
COMMUNICation to raise awareness of good data-handling
practices. and 10 help prevent personal data incidents. We carry
out regular induction. awareness. risk-based tailored training
{including refresher training) for our colleagues.

Tesco PLC Annual Report and Financial Statements 2023



Pringipal rigk

Risk movement

Strategic report

Key respanses and controls

Climate change!
S, Strategic
@ Operational

Failure o effectively respond 1o
climate change and influence our
value chain towards a net zero
emission future, may have an adverse
impact on our financial performance,
colieagues and reputation and also
result in loss of licence to operate.
Delivery against our 1.5°C-aligned
ambition to reach net zero by 2060
along the value chain, meeting our
ESG targets and regulatory obligations
to mitigate climate change is vital.
This is because the longevity and
prosperity of our business depends
intrinsically on the health of the
natural environment.

Oversight:

Group planet committee, Executive
Comrmittee, Corporate Responsibility
Committee. Audit Committee. Board.

Ciimate change is a widely
acknowledged global emergency.,

with the need to act faster becoming
evident. Managing the greenhouse gas
emissions associated with our supply
chain is critical to reducing our
impact on climate change. This risk
remains in line with the previous year.
Our sustainability efforts focus on our
ahility to create and preserve
long-term value for people, planet,
and the key communities we serve.

©

— We have established a Group planet committee (previously named
Group climate committeel to extend oversight and governance for
monitoring the delivery of Tesco’s sustainability cormmitments
including those related to climate change. The committee is chaired
by the Chief Proguct Officer. and brings together the different
parts of the business, further enabling coordination during key
decision making.

— We have stated a commitment to be net zero by 2080. This pledge
15 in the process of being supported by roadmaps and targeted
decarbonisation plans. These combine supplier engagement with
innovative farming methods to support the reduction of our carbon
footprint, e.g technology investments in pursuit of low-carbon
energy and transport.

- We also initiated an exercise 1o strengthen our baseline data for
carbon emissions across our value chain last year. which has
further progressed this year. Combined with governance
mechanisms in place, this will support effective monitoring.
tracking. and reporting of our progress against cur commitments.

- We have established several metrics with appropriate
management oversight ang governance mechanisms to enable
us to monitor progress. We are warking internatly and with
third-party organisations to continue developing this suite of
metrics. There is a level of external assurance over the metrics.
and we are working to further enhance and extend this.

- We have aligned our climate-related ambitions with our reward
policies and launched our second sustainability-linked bond. We
also continue to report our climate-related financial disclosures.
see TCFD section on pages 20 to 24.

Pandemics
@ Operational

Failure to rapidly adapt and respond
to the impacts of future pandemics.
and their implications for the global
econgmy, may result in disruption to
our supply chain, increase colleague
absenteeism, and could negatively
impact our operations as well as our
financial performance. This includes
addressing any operational
complexities due to evolving
mutations and strains associated
with a pandemic.

Overslght: Executive Committee,
Audit Committee. Board.

®

We consider the likelihood of the risk
to have decreased since the previcus
year given the successful rollout of
vaccines. reduction in infection rates
and the easing of government
restrictions across our markets.

This risk also covers other infectious
disease cutbreaks. and we continue
to keep a watching brief over any
devetopments.

©

— The safety and wellbeing of our colleagues and customers has
been and continues 10 be our overriding priority. Management
continues to monitor events closely with regular Board oversight.
evaluating the change in infection rates. impacts and designing
appropriate response strategies.

- Qur teams have develcped a playbock to respond to any future
cutbreak of new variants or diseases. The playbook includes
the learnings from our previous pandemic response and
includes specific actions such as securing supply chain capacity.
hygiene protocols. additional store security. and extending
support to colleagues. customers and suppliers who could
be at increased risk.

— We closely monitor develepments and the government guidelines.
We wili continue to work closely with the government and relevant
labour bodies to develop the right safeguards to ensure our
customers and colleagues are safe.

Technology

@ Strategic

@ Operational

@ Change

Failure 1o design. build. operate and
maintain resilient key IT systems and
infrastructure, may result in loss of
operating capabilities. financial
impacts. and damage to cur
reputation.

Oversight: Executive Committee.
Audit Committee, Board.

V@

Our dependence on technology is
growing across the Group given the
innovative propositions and nitiatives
that we are introducing. This risk is
also influenced by a highly
competitive environment for
technology talent. We consider this
risk stable compared to the previous
year. as we continue to invest in cur
underlying technology platforms and
infrastructure. upskilling our team
and attracting new talent.

®

- We continue to enhance our technology infrastructure and
platforms to improve their resilience. This involves significant
investment in our software. as well as our hosting strategy.

We are partnering with cloud providers as we!l as reinforcing our
internal infrastructure. re-engineering some of our legacy retait
systems. and building redundancy for key business systems.

- Qur continued investment in data centre and cloud-hosting
facilities is providing greater resilience and contrel for our
key systems.

- We continue to invest in the capabilities of our team to improve
our key technology solutions.

- We have [T development. change management and life-cycle
procedures in place and skilled colleagues to build, operate and
maintain our systems,

-~ We have disaster recovery and business continuity plans to
minimise disruption in the event of a technology failure
We povern through a structured approach to managing events.

- We prioritise. monitor, and manage our tech-innovation across
Tesco. through an effective governance and oversight process.
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Principal risks and uncertainties continued

Principal risk

Risk movement

Key responses and controls

Political, re;ulatory and
compliance

C Compliance

Failure to comply with legal and other
requirements (such as anti-bribery.
competition law, grocery regulations
and supplier code) in a complex
political ang increasingly litigious
envircnment, may result in fines.
criminal penalties for Tesco or
colleagues. litigation lincluding class
actions. e.g. the ongoing equal pay
claiml. that may lead to adverse
financial. legat. and reputational
CONsSequences.

Oversight: Group risk and compliance
committee, Executive Committee.

Audit Committee. Board

The increase in geopolitical
activity across the globe has
added to the chalienges
being currently faced by the
UK economy. These
geopolitical developments
have resulted in an increased
uncertainty in terms of
future trading opportunities
with certain countries.
however. we continue to
closely monitor the giobal
developments to implement
appropriate responses. We
have assessed the risk to be
in line with the previous year
given our current response
strategies. monitoring. and
control environment.

©

wherever we operate, we aim to ensure that we incorporate the impacts

of pofitical and regulatory changes in cur strategic planning and poficies.

This includes engagement with trade, government and industry bodies and
ongoing monitoring of potential changes to the future regulatory and political
landscape. e.g. our assessment and ongoing monitoring of the war in Ukraine
and adherence to government directives.

we have compliance programmes and commitiees to manage our most
important risks (e.g. grocery regulations, supplier code, anti-bribery. and
competition law), We conduct assurance activities for each key risk area.

We support our code of business conduct and various policies by

new starter and annual compliance training and other tools such as

our Protector Line.

The engagement of leadership and senicr management is critical to the
successtul management of this risk area. We have established structured
communication plans 1o provide a clear tone from the top.

People

.S Strategic
‘O, Operational

Failure to attract. retain and develop
the required workforce and
capabllities. and to embed our values
in our culture, could impact on the
delivery of our purpose and business
pertormance.

Oversight: Nominations and
Governance Committee.
Remuneration Committee. Executive
Committee. Audit Committee. Board.

Market competition for key
leadership and specialist
talent remains strong, with
the retail sector and wider
UK economy experiencing
specific challenges. such as
a shortage of skilled talent.
Furthermore. wage inflation
and other macroeconomic
conditions alsc have an
impact on the risk In
response. we continue to
have mitigations in place to
retain and fulfil any gaps in
specific skiflsets. We also
have specific mechanisms
in place 1o ensure our
colleagues receive
appropriate compensation
as well as a defined career
path for progression. Cn a
residual basis. therefore
this risk has remained
unchanged.

©

Cur talent planning and people development processes are established
across the Group to monitor. understand and grow the skills required to fulfil
strategic abjectives of the business. The talent planning process includes
succession planning for key roles. and identification of any new skillsets and
plans to secure these via internal development or recruitment routes.
There are formal talent development programmes in place with regular
discussions on talent and succession planning by management and the
Executive Committee. with oversight by the Nemination and Governance
Committee and the Board.

Cur Remuneration Commitiee agrees the objectives and remuneration
arrangements for senior management. Additionally. we perform a regular
review of our 'Lotal reward’ offers to ensure remuneration offered for
colleagues is competitive and appropriate. We also continue to engage
closely with trade unions to inform and adapt our future plans and strategy.
We conduct an independent assessment of all leadership level promaotions
and external hires to ensure capability. potential. leadership, and values
remains central to our decision making related to hiring,

Cur ‘how to’ and ‘when to' speak up programmes across all areas include our
Protector Line and complaints process. These allow colleagues to raise in
confidence any workplace concerns such as dishonest activity, bias or
anything that endangers coileagues. the public or the environment.

we continue to roll out measures to ensure the overall welibeing of our
colleagues. including mental. social and financial wellbeing.

Cur established Group diversity and inclusion strategy helps to ensure that
everyone is welcome and that we provide all our colleagues with equal
opportunities for growth and development. This is embedded in cur values,
and we are committed to buiiding an inclusive workplace.

Health and safety

.C' Compliance

Faiture to meet safety standards in
relation to our workplace may
unfortunately result in death or injury
to our customers. colleagues. or third
parties, or in damage to our
operations. and lead to adverse
financial. legal. and reputationai
Consequences

QOversight: Group risk and comgpliance

committee. Executive Committee.
Audit Committee. Board.

©

The changes in external
conditions. in particular the
spike in cost of living, has
posed a greater threat to
the welibeing of our
colleagues as instances of
theft and in-store viclence
showed an upward trend this
year. However. the risk
rermains stable when
compared 1o the previous
year. as we monitor and
implement specific response
strategies. to ensure we
continue to provide safe
workspaces for all our
colleagues.

©

Our business-wide. risk~-based safety framework defines how we implement
and report on safety controls to ensure that colleagues. contractors. and
customers have a safe place to work and shop.

The health and safety framework is regularly reviewed and refreshed. to
ensure we continue to address any complexities arising due to operationat
changes. This includes implementing enhanced controls and safety measures
to ensure celleague wellbeing, €.g. including physical security controls to
protect colleagues against the increased threat of viclence and abuse.

we require each business to maintain a comprehensive health and safety
risk assessment and risk improvement plan to document and track
enhancements.

Governance and oversight are established in the form of our Group risk

and compliance committee and business unit-specific health and safety
committees. These committees review critical metrics and menitor the
effectiveness of related controls.

Our safety audits. Protector Line arrangements. and the resufts of our annual
colleague surveys inform management on the delivery of targeted safety
initiatives. including communication plans.

Qur assurance activities. such as store and distribution compliance reviews.
safety health checks and audits. help us assess our compliance with
established policies and processes. They also enable us to continucusly seek
and identify areas for potential improvement.

we have launched a new information exchange platform. which provides
leading indicators of safety. enabling early identification of threats and design
of action plans that support injury prevention.
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Principal risk

Risk movement

Strategic report

Key responses and controls.

Product safety and food
integrity
C Compllance

Failure to meet regulatory standards
and customer expectations related to
product safety. traceability and
integrity could result in iliness. injury
or death damaging our relationships
with customers. with negative effects
on our performance and corporate
reputation.

QOversight: Group risk and compliance

committee. Executive Committee,
Audit Committee. Board.

Given the changes in the regulatory
landscape. increased economic
pressures being faced by our
supptiers {e.g. rise in energy costs.
wage inflation) and evolution in
consumer preferences. the external
risk has increased. In response. we
continue to have well-established
and comprehensive food safety and
guality management systems to
manage this risk. resulting in the risk
showing no significant movement
compared to the previous year.

©

~ Qur product standards. policies and guidance. help ensure that
products are safe. legal and of the required quality. They cover
food and non-foed. as well as goods and services not for resale,

- we closely monitor any updates to product safety regulations.
to ensure our standards and products continue to conform with
all relevant regulations.

- we conduct detailed due diligence of our suppliers prior to
onboarding. to ensure that adequate infrastructure. capabilities.
and capacities are in place to meet Tesco’s standards.

~ We run colleague training programmes on food and product safety
and hygiene controls. and alsc provide support for stores for
product safety.

- Qur crisis management procedures are embedded within our
operations to quickly resolve issues if non-compliant products are
produced or sold. Clear escalation protocols include the product
recall processes.

- We operate unannounced supplier audit and product analysis
programmes to monitor product safety. traceability, and integrity.
We use data analytics to identify which supplier sites may have
increased risk exposure. adjusting our audit frequency accordingly.
This approach allows us to use our resources effectively, while
ensuring appropriate assurance over suppliers’ sites is maintained.

~ We operate a risk-based quality assurance programme, which is
focused on sample-based testing of cur products to ensure
compliance with our standards and regulations

Responsible sourcing t
'S’ strategic
€. Compliance

Failure to ensure that preducts are
sourced responsibly across our
supply chains ladhering to respect for
fundamental human rights. including
ensuring clean and safe working
conditions and fair pay to workers)
may result in supply chain disruption,
regulatory breaches. and

reputational impact.

Oversight: Group risk and compliance
committee, Corporate Responsibility
Committee, Executive Committee,
Audit Committee. Board.

Exploitation of workers and human
rights breaches remain the key
drivers of this risk.

Continued pressures on global
economies have resulted in an
increased risk of worker expigitation.
particularly in some of our key
sourcing countries, We continue
to implement targeted response
strategies. including the
implementation of innovative
monitering methods to ensure

our standards are met. This risk
has therefore not shown any
significant movement compared
1o the previous year.

®

- We have policies and guidance to help ensure human rights are
respected across our supply chain, These include g focus on
appropriately monitoring conditions and progress. tackling
endernic sector risks. and addressing wider community needs.

- Qur contractual agreements with suppliers clearly articulate the
expected standards related to human rights and modern slavery.
Suppliers’ obligations are monitored and discussed as part of
regular governance meetings. We are increasing transparency of
our supply chains to drive up standards. such as by publishing cur
Tier 1 supptier list.

-~ We also provide targeted training for colleagues and suppliers
dealing with specific regulations related to human rights and
modern slavery.

- We operate supplier audit programmes to monitor supplier
compliance with our standards related tc human rights. These
include unannounced audits of supplier sites and facilities and
the review of any prior approvals for subcontracting.

- We qualify and review supplier factories through due diligence
before use 1o ensure they can meet our standaras.

- We use certification schemes and participation in voluntary
industry schernes to drive up our standards.

Financial performance!
'F Finance
'Q, Compliance

Our financial performance may be
adversely impacted by uncertain and
volatile macroeconomic conditions
that may drive inflationary pressures.
rising energy costs. fluctuations in
commodity prices and unpredictabie
tax exposures due to changes in tax
laws and their interpretation. These
factors. if not managed appropriately.
may impact the Group's ability to
meet our external financial
commitments.

Oversight: Executive Committee.
Audit Committee. Board.

The risk remains stable as we
continue to monitor drivers for
macroeconomic changes and
implement appropriate response
strategies to manage their impact on
the Group's performance in areas
such as energy costs. commodity
prices, taxation. and tariffs. This has
enabled us to ensure that the risk is
managed appropriately in line with
any evolution and/or changes te
external conditions cn an oNgeing
basis.

©

- We maintain an infrastructure of systems. policies. and reports to
ensure discipline and oversight on all financial matters including tax.
treasury. financial reporting. and performance. The policies are
reviewed and annually approved by the Executive Committee.
Audit Committee. and the Board.

- The Chief Financial Officer and Group Finance Director. who lead a
team of iIn-house professionals. monitor our adherence to our
principies and pelicies through regular oversight and
governance meelings.

- we manage market factors such as cost and wage inflation.
commodity prices. and currency fluctuations in line with our
Group treasury policy.

- Long-term plans are flexed to consider sensitivities and scenario
planning that relate to the wider macroeconomic environment.

- We regularly review liquidity levels and sources of cash. and access
to committed credit facilities and debt capital markets is
maintained.

- We monitor proposed changes in tax legislation and given the
complex nature of tax law. seek professional advice when reguired

- The Audit Committee maintains regular oversight and governance
of key areas. including liguidity and funding strategy. Group tax
obligations. our viability and going concern statements, and Group
key financial controls.

— Qur Group finance team actively scans the external environment
for new regulations and/cr requirements, developing detailed plans
with specific milestones and dedicated oversight to ensure we can
demonstrate compliance.

- We employ a system of financial controls across our business units.
The key financial controls are then subjected to rigorous second-
line and third-line testing,
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Principal risks and uncertainties continued

Principal risk

Risk movement

Key responses and controls

Customer!
@ Strategic

The macroeconomic and gecpalitical
conditions affecting economies in
which we operate may impact our
customers’ budgets and force
customers to reappraise the
concepts of value and loyalty in a way
to which we are unable to respond.

Oversight: Executive Commitiee.
Audit Committee. Board.

@V

Custemers are facing multiple
challenges from the increased cost of
living, which has reduced their
disposable inceme leading to changes
in shopping behaviours. resulting in
the risk being higher when compared
to the previous year. Management has
implemented focused response
strategies.

®

Qur key strategic drivers underpin decision making and are central
to the design of our customer offerings. propositions and
experience being provided through our different channels.

Qur product ranges. propositions and Clubcard benefits are
designed to provide our customers with the flexibility to achieve
balance between value and quaiily.

We have a consistent approach to building impactful customer
propositions by offering high-quality and competitive value while
IMproving the customer experience.

Our Group-wide customer insight analysis enables us to dynamically
improve our propositions. It dees this by monitoring customer
behaviour and buying sentiments {including any changes due to
external factors such as inflation). This approach includes enriching
customer engagement through tailored campaigns. which also
helps to improve customer retention as well as loyalty.

Our well-established product development and quality
management processes ensure the needs of our customer are
central to our decision making.

Wwe monitor the effectiveness of cur processes by regularly tracking
cur business and competitars against measures that customers tell
us are important to their shopping experience.

Tesco Bank

® Finance

@ Compliance

Tesco Bank is exposed to several
risks, the mest significant of which
are operational. regulatory. credit,
funding and capital adequacy.
liquidity. market, and business risk.
These risks pose a reputational.
financial, and legal impact for
Tesco PLC should they materialise.

Oversight: Tesco Bank board.

Executive Committee. Audit
Committee. Board.

The macroeconomic environment has
become more challenging for Tesco
Bank this year due to factors such as
inflationary pressures. rising interest
rates and cost-of-living concerns for
our customers. However, the Bank
has proactively taken action to
manage the impact of these.
principally through its pricing
strategies, product offerings angd
associated underwriting criteria.

Qur response strategies are well
developed. and as Bank performance
remains stable. we have made no
change to the overall risk profile.

©

The Bank has a formal structure for reporting, monitoring. and
managing risks supported Dy a robust risk management framework.
This comprises. at its highest level, the Bank’s risk appetite.
approved by the Bank risk committee and the Bank board

The Tesco PLC board also reviews and approves the Bank's financial
risk appetite. which defines the type and amount of risk that the
Bank is prepared to accept to meet its strategic objectives. It also
forms a link between the day-to-day risk management of the
business. its objectives. long-term plan. capital planning and
stress-testing. We monitor adherence 1o risk appetite on a
manthly basis.

The risk management framework brings together governance. risk
appetite. the three lines of defence. the poficy framework and risk
management tools to support the business in managing risk as part
of its day-to-day activities. The framework includes scenario
analysis and regular stress-testing of financial resilience.

Bank board risk reporting throughout the year. includes updates
to the Tesco PLC Audit Committee provided by the Bank’s Chief
Financial Officer and audit committee chair. A member of the
Tesco PLC Executive Committee is also a member of the Bank's
board to enhance visibility and knowledge sharing.

Competition and markets'
@ Strategic

Failure to deliver an effective,
coherent. and consistent strategy in
response to an increasingly complex
and fast-evolving competitor
landscape. and/or changes in market
conditions. may result in a negative
impact on our market share, causing
damage to our profitability and
business performance.

Ovaersight: Executive Committee.
Audit Committee, Board.

we continue to face the challenges of
a changing competitive landscape and
inflationary pressures across our
business units. The risk is deemed to
be unchanged. when compared to
the previous year. as our résponse
strategies are well developed. and we
review them regularly to ensure we
remain competitive and informed by
competitor and market activity.

©

Our Board develops and regularly challenges the strategic direction
of our business to enhance our ability to remain competitive on
price, range. and service This includes developing our online
channels and muttiple formats to allow us to compete in

different markets.

Our Executive Committee and operational management regularly
review markets. trading opportunities. competitor strategy and
activity.

We carry out market scanning and competitor analysis to refine
cur customer proposition.

We are continuously improving cur digital platform, adding more
flexibitity. delivery options and increased range of merchandise on
offer. to compete against new players in the market

We continue to improve our Clupcard offerings and have
introduced promotions and targeted campaigns tc compete with
cther retailers on price and product quality.
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Principal risk Risk movement Key responses and controls

Security of 5|_‘|pp|yf Uncertain macro-events and - We have a diversified portfolio of suppliers to reduce reliance on
disruptions. such as inclement singte suppliers or multiple key suppliers from the same region.

@ Strategic weather patterns. crop failures. This is further supplemented by a wide proguct range, which
logistical disruptions. and conflict enables us to offer alternate products to cur customers, in case

@ Operational of supply chain disruptions.

Disruption in our supply chain due to
adverse macroeconomic conditions.
geopalitical events. and/or loss of
resilience in our key suppler netwaork,
may result in Tesco being unable to
secure the products required to fulfil
customer demand on time and at
acceptable prices. This could result in
customer dissatisfaction. reputational
impact. l0ss of market share. 10ss of
sales. and erosion of expected

profit margins.

Oversight: Group risk and comptiance

committee, Executive Committee.
Andit Committee Roard

©®

between countries. are leading to
greater volatility in the availability of
raw material and food supply. This
may be exacerbated further by
urknown political and global events in
the future. The risk impacts product
availability across our stores and how
we serve our customers. thereby
requiring elevation as a principal risk.

®

- We have an established mechanism to identify products that are
key in our customer baskets and have identified alternate or
contingent supptliers to fulfil any stack in supply. Additionally. we
maintain appropriate stock levels within our warehouses for fast
moving goods.

- We have a detailed supplier onboarding and due diligence process.
which allows us to review resillence of suppliers. in terms of
appropriate infrastructure as well as financial stability.
Furthermore, the due diligence process includes assessment of any
third parties or raw materials that the supplier may be reliant upon.

- We have estabiished regular governance forums through which
our dedicated teams engage with suppliers to proactively identify
and resolve any issues (or upcoming threats) being faced by
our suppliers.

- We have committed significant investment with some of our key
suppliers to enhance the underlying infrastructure 1o ensure they
are able to meet any increases or spike i demand volumes.
Furthermere. we monitor the financial stability of our key suppliers.
and where possible. provide support to those suppliers that may
ke facing financial duress (e g. additional pay for our farmers}.

- We have developed business continuity plans, which can be
executed in case of any logistical disruptions or inclement
weather events that may affect our ability to transport gocds.

Emerging risk themes

Emerging risk themes are reported to the Audit Committee alongside cur principal risks. We conduct horizon-scanning to enable a medium
and longer-term view of potential disrupters to our business. As part of our risk assessment process. we analyse internal and external
sources of emerging risk themes through review of leading external publications including attending industry seminars and forums, gathering
insights via top-down and bottom-up risk workshops with internal stakeholders. and seeking professional consultation where reguired. we
are currently tracking several emerging risk themes such as political. economic. technological, environment and talent. Those emerging
themes that have a potential impact and require a response. have been considered as part of our risk assessment pracess described on

pages 38 and 39.
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Longer term viability statement

Longer term
viability
statement.

Assessing the Group’s longer-term

prospects and viability

The Directors have based their assessment ot viabiiity on the
Group's current long-term plan, which is updated and approved
annually by the Board. The plan delivers the Group's purpose of
‘serving our custemers, communities and planet a little better
every day” and is underpinned by a clear strategic focus on
creating sustainabie, long-term value for every Tesco stakeholder.

The Group conducts an annual strategic planning process,
comprising a comprehensive reassessment of progress against
the Group’s strategic objectives, alongside an evaluation of the
longer-term cpportunities and risks in each market in which
the Group operates. The precess for identifying the principal
and emerging risks in each market is an important input to

this process.

The Group's strategic plan and viability statement are both
considered over a three-year period., as this time horizon
most appropriately reflects the dynamic and changing retail
environment in which the Group operates.

Long-term planning process

The long-term planning process builds from the Group's current
position and considers the evolution of the strategic objectives
over the next three years. Three years is selected as the Group's
planning horizon and viability period based on the pace of change
in both the competitive landscape and customer shopping
behaviours within the retail sector.

Current position

Qur multi-year performance framework, strategic drivers and
capital allocation framework. which were announced in 2021,
continue to guide management’s acticns. The multi-year
performance framework sets cut the cbjectives of the business:
to drive top-line growth: to grow absolute profits while maintaining
sector leading margins: and to generate stable retail free cash flow
each year. The delivery of these objectives will enable the Group
to maintain a strong balance sheet. invest for growth and deliver
improved returns for shareholders.

Tesco PLC Annual Report and Financial Statements 2023

Management recognise that customers across the Group currently
face significant cost-of-living pressures, and continue to prioritise
offering great value during these challenging times. while delivering
sustainable growth. supported by:

- A strategic focus on driving growth and continued focus on cost
reguction from simplification of the operating model;

- Aclear set of financial pricrities to deliver cash profit. free cash
flow and earnings per share growth. underpinned by a robust
capital allocation framework: and

- Adiversified business portfolio covering retail, wholesale,
banking and data science.

Refer to the Group Chief Executive’s review from page 8 and the
Financiai review on pages 30 to 37 for further detail regarding the
Group's strategic and financial progress.

Longer-term prospects

The following factors are considered both in the formulation of
the Group's strategic plan. and in the longer-term assessment
of the Group's prospects:

- The principal risks and uncertainties faced by the Group. as well
as emerging risks as they are identified. and the Group’s
response {o these:

— The prevailing economic climate and global economy,
competitor activity. market dynamics and changing customer
behaviours;

- Any structural changes in how customers shop. additional costs
incurred by the Group and potential macroeconomic
consequences of rising unemployment and inflation due to
geopolitical events and global supply challenges:

- Opportunities for further cost reduction through operational
simplification and leveraging technology; and

- The resilience afforded by the Group's operational scale.

Assessing the Group’s viability

The viability of the Group has been assessed. considering the
Group's current financial position. including external funding in
place over the assessment period. and after modelling the impact
of certain scenarios arising from the Group's principal risks
outlined on pages 38 to 45.

Four ‘severe but plausible’ hypothetical scenarios have been
modelled which address the principal risks that the Group has
assessed would have the most direct and material impact on the
Group. None of these scenarios, either individually or in aggregate
threaten the viability of the Group. The hypothetical scenarios
described are also used as the basis for the risk-weighted cash
flows which are included in our impairment of non-current asset
sensitivity analysis. For more informaticn. please refer to Note 14
of the financial statements.
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Pelitical. regulatory
and compliance

Associated
Scenario principal risk Description
Recessionary - Competition and Global economies are facing elevated levels of inflation and rising interest rates. The resultant
im pacts on markets impact on disposable incomes, employment rates and consumer confidence contributes
customer - Customer towards a contraction in customer demand. driving like-for-like sales decline across our retail
disposable businesses. To deliver our medium-term performance ambitions and maintain our competitive
income position in such a recessionary environment. further investment in our value proposition will be
required which puts pressure on operating margins. Management have applied a downside
scenario which reduces the projected like-for-like sales growth in each of the three years of the
i Group strategic plan by 5%, increased from (4)% in last year’'s modelling to account for further
T Tttt downside risk given unprecedented disposable income impacts in the prior year. To maintain our
competitive position in such a recessionary environment. further investment in our value
proposition will be required which puts pressure on operating margins. In addition. management
have considered the potential for customers to manage a contraction in disposable incomes by
switching from more expensive to lower-priced ranges. Management have applied a downside
scenario in this instance which assumes 1% of the existing sales in higher-priced ranges transfers
inte lower-priced and lower-margin ranges.
Global supply - Responsible Geopolitical events. availability of labour and cemmodity shortages drive high domestic inflation
pressures sourcing in the markets in which we aperate. which results in significant cost inflation. The Group absorbs
- Financial elevated levels of cost inflation across goods purchased for sale to customers and the operating
performance cost base. particularly in costs related to colleague payroll. The ability of the Group to manage
- Security of supply these cost tensions through cost savings or retail pricing is constrained. Management have
applied a downside scenario which assumes the Group absorbs further cost inflation in colleague
pay and cost of goods sold. These cost tensions are assumed to be fully absorbed by the Group.
with no assumed mitigation through additional cost savings or retail pricing. The adverse
consumer impact from this risk is dealt with in the recessionary impacts on customer disposable
income scenario described above.
Climate - Climate change Global action to address rising temperatures results in a shift in consumer sentiment towards
change - Responsible more sustainable products and an increase in carbon taxes levied against Group emissions.
sourcing The costs associated with these risks are based on our climate-related risk modelling. which is

described in further detail in the Task Force on Climate-related Financial Disclosures (TCFD)
section. starting on page 20. The viability modeliing estimates the potential annual financial
impact on the Group of three key risk areas. covering consumer sentiment. technology write
offs and policy (carbon pricingl risks. based on a 3°C warming pathway.

Data breach

Cyber security
Palitical. regulatory
and compliance
Customer

Data privacy

The volume and nature of the customer and suppfier data we hold as a business could resutt in a
serious data or security breach which sees a significant financial penalty levied against the Group.
aligned to the UK GDPR penalty framework which could see a maximum fine levied of 4% of
Group revenue. For the purposes of this stress test. managerment have included a fine quantified
as 2% of Group revenue, being the mid-point of the potential maximum fine. A significant data
breach poses a reputaticnal risk. resulting in a decline in customer sentiment and an adverse
trading impact. The extent of this trading impact is very uncertain. both in terms of the financial
impact and the period it may take to recover customer trust. As such. the potential brand
reputation element of this scenario has been modelled via a ‘reverse stress test’. This assesses
the risk in the context of the residual headroom after all other scenarios have been applied.

The resultant like-for-like sales decline which would have to occur to eliminate the residual cash
headroom, including all other scenarios happening in aggregate. is around twice as severe as any
decline the Group has faced in recent years.

We expect to be able to refinance external debt and renew committed facilities as they become due. which is the assumption made in the
viability scenario modeilling. Qur committed faciiities remain undrawn as at the end of the financial year. Please refer to Note 21 of the
financial statements for further details on our debt profile, including maturity dates. The scenarios above are hypothetical and purposefully
severe with the aim of creating outcomes that could threaten the viability of the Group. In the case of these scenarios arising, various
options are available to the Group in order to maintain liquidity to continue in operation. such as: (i) accessing new external funding early: (ii)
short-term cost reduction actions: and (i) reducing capital expenditure. None of these mitigating actions are assumed in our current
scenario modelling.

Viability statement
Based on these severe but plausible scenarios. the Directors have a reasonable expectation that the Company will continue in operation and
meet its liabilities as they fall due over the three-year pericd considered.

Robert Weich

12 Aprit 2023

This Strategic report has been prepared in accordance with the requirements of the
Companies Act 2006. and has been approved and signed on behalf of the Board.

GY\MW—

Group Company Secretary
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Corporate governance report

Governance
introduction.

“Qur refreshed purpose and leadership
behaviours are now embedded into the
Group’s culture, which supports the
delivery of our strategic drivers.”

John Allan CBE
Chair

Compliance with the UK Corporate
Governance Code

The UK Corperate Governance Code 2018 {Code) is
applicable 1o all companies with a premium listing.
Companies subject to the Code are required to make
a statement demonstrating how they have applied the
principles of the Code. Details of how the principles of
the Code have been applied can be found throughout
this Corporate governance report, the Strategic report
and Committee reports as signposted on page 50.

During the year the Company was in full compliance with
all applicable principles and provisions set out in the Code.
Pages 48 to 10€ of this report form our Corporate
Governance Statement.

Monitoring compliance with the Code is the responsibility
of the Nominations and Governance Committee.

which receives reguiar updates and reports its findings
to the Board.

The Financia! Reporting Councit (FRC) is
@ responsible for the publication and periedic
review of the UK Corporate Governance Code,

which can be found on the FRC website:
www.frc.org.uk.
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Governance framework supporting

oversight

This section of the Annual Report focuses on corporate
governance. Qur governance framework contributes to the
development and delivery of our strategy. it ensures that
we. as a Board, have the right information. with appropriate
detail and at appropriate intervals to oversee progress and
challenge management.

Our governance tramework allows our dedicated Committees

to explore matters in depth. In support of enhancing the
oversight of sustainability matters. a full review of our Committee
responsipilities was undertaken during the year 1o strengthen
sustainability governance and ensure that all material matters
are reviewed by the Board or at a Board-level Committee.
Management committees feed into this process as the
responsibility and oversight cascades throughout the
organisation to achieve a common purpose.

More detaill on the Corporate governance framework
can be found on page 57.

Leading on culture

It has been a year since we expanded our purpose and developed
our new strategic drivers. Qur strong and healthy culture, both in
the Boardroom and across the business. plays a major role

in our success.

Our culture comes to life through our purpose and values: No one
tries harder for customers; We treat people how they want to be
treated: and Every little help makes a big difference. Our values
are integral to the way we behave and do business. They ensure
that every colleague at Tesco should understand what is important,
how we work together as a team. the choices we make across the
Group. and why customers, the community and pianet are at the
centre of everything we do. We monitor progress through
reporting to the Board and receive insight through customer.
colleague and supplier feedback surveys, which provide metrics
and KPls to assess our progress and respend accordingly.

Cur values and leadership behaviours ensure that the Tesco
culture is embedded throughout the crganisation. The Board.
through its Remuneration Committee, is responsible for ensuring
appropriate arrangements are in place for rewarding and
incentivising management with specific performance targets
linking our culture and purpose to the delivery of our strategy.

More detail on our leadership behaviours and how
@ the Board oversee culture can be found on page 58.

An active and engaged Board

The Board continues to focus on our key priorities. It takes
important decisions necessary to progress them. and is held
accountable for doing so by our shareholders and other

key stakeholders. Strategic deep dives into all areas of the
business continued throughout the year with a dashbeoard of
progress against cur strategic drivers being presented at each
meeting. which we have debated and challenged. This provides
great insight and highlights the chalienges we face.

The Board is responsible for the delivery of the Group's net zero
commitments, with sustainability being a key theme of Board and
Committee discussions. The Board is committed to taking a leading
role in protecting our planet, addressing the impact of climate
change and the contribution we can make as a business to
mitigate our own impact and that of our supply chain. Qur
sustainability ambitions are shared across the Group.



We are deeply committed to our sustainability agenda and
welcome collaboration with our colleagues. suppliers and
customers collectively to achieve success. With this in mind.
our Corperate Responsibility Committee will be renamed
Sustainability Committee to reflect its sustainability focus.

The Board recognises the need to create conditions that foster
talent and encourage all colleagues to achieve their full career
potential. During the year. the Board has placed greater emphasis
on talent management. diversity and inclusion. Through a simple,
consistent approach to talent management. the creation of
diverse talent communities to support accelerating diverse talent
angd the introducticn of Your Contribution. a new performance
management approach that helps colleagues and leaders to
deliver the new strategy. we are progressing with our talent
management and inclusion strategy and delivery of targets.

In addition. there has been a focus on successicon at senior
management level to ensure we have robust plans in place.
with credible succession plans for all key roles. More details
on our successicn planning is set out in the Nominations and
Governance Committee report on pages 66 to 68.

Throughout its discussions this year. the Board has spent a
significant amount of time considering the important role we
play for our stakeholders. recognising the pressures on
everyone with rising costs.

The Board values the insight gained from stakeholder engagement
and places significant importance on maintaining close
relationships with stakeholders, taking account of and responding
to their views. During the year. we engaged with shareholders and
had detailed discussions to understand their priorities with a
particular focus on the ESG agenda.

Fallowing the significant vote against Bertrand Bodson at the 2022
AGM. the Board was naturally disappointed with the overall voting
outcome. Bertrand is a highly valued member of our Board and we
actively sought to engage with significant sharehclders who voted
against his re-election to understand their voting decision and
concerns around the perceived ‘over-bearding’. The Nominations
and Governance Committee carefully monitors all Directors’
external time commitments and the effectiveness of Directors.

If the Committee identifies any issues of concern. it takes
appropriate action. As a result of our consultation. Bertrand has
taken the decision to step down as a member of the Supervisory
Board of Wolters Kluwer N.V. at the end ¢f his current term on

10 May 2023,

More detail on Board leadership in action can be
@ found on pages 62 to 63.

Board changes

My role as Chair is to maintain high standards of corporate
governance and ensure the Board is equipped to carry out its
duties. With the support of the Nominations and Governance
Committee. succession planning is reguiarly reviewed to ensure
the Board has a diverse range of professional backgrounds, skills
and perspectives. Diversity remains a key censideration in our
succession planning at both board and senior management level.

Further detail on cur Beard diversity and inclusion policy can be
found in our Nominations and Governance Committee repcrt on
page 67. A Board skills matrix provides valuable insights into our
collective and individual strengths on the Board and highlights
areas for further development. positioning us well to maintain
and further enhance our effectiveness.

Corporate governance

There have been a number of changes 1o Board composition
during the year. In June 2022. Steve Golsby and Simon Patterson
retired from the Board. and in February we announced that
Lindsey Pownail had decided to retire as a Director in June 2023.
We are grateful to each of them for their outstanding
contributions and cemmitment to the Board and committees.
Stewart Gilliland will succeed Lindsey Pownall as Sustainability
Committee Chair.

In October 2022, we welcomed Caroline Silver as a Director. who
brings 2 wealth of knowledge and experience across a number of
commercial. financial. international and governance roles. Carcline
has undertaken a bespoke on-boarding induction programme to
better understand the business. In September 2023, we lock
forward to welcoming Dame Carolyn Fairbairn as an independent
Non-executive Director of the Board. She is a highly regarded
business leader with a deep understanding of the macroeconomic
and political environment and will be a real asset to the Board.

we continue to have a strong and stable Board composed of
Directors with a wide range of relevant knowledge, skills and
experience. This was confirmed in our 2022/23 Board evaluation.
As Chair, | am responsible for ensuring the effectiveness of the
Board. its Committees and individual Directors. | led the
performance evaluation and Board effectiveness review and
further details of the conciusions of the evaluation are set out
cn pages 61. The Beard and committees continue to perferm
effectively with clear terms of reference. appropriate agendas
and a good balance of support and challenge.

Conclusion

As a Board. our overarching objective is Lo ensure we remain a
successful and responsible Company. making decisions for the
benefit of all our stakehelders and promoting the long-term
sustainable success of the Company. We are proud of the way
our businesses have adapted to the macreeconomic environment
over the past three years. demonstrating that we have an agile and
resilient business. | would like to thank colleagues for their hard
work and dedication through a challenging period and my fellow
Board members for continuing to provide strong leadership in
these changing times.

More detail on the composition of the Board and the
skills and expertise of our Directors can be found in
their biographies on pages 51 to 53.

2023 Board priorities

- Inflaticn and the cost of living and the impact on our
customers and other stakehoiders.

- Sustainability agenda.

- Delivery of the strategic drivers.

More detail on the activities of the Board during
the year can be found on pages 64 t0 65.
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Corporate governance report continued

Governance at a glance.

“The Board is committed to maintaining the highest standards of corporate governance.
This report demonstrates that having an effective corporate governance framework

ensures the Group is appropriately managed and supports the delivery of our strategy

within a culture which drives the right behaviours.”

John Allan CBE
Chair

Board composition (as at 25 February 2023)

Board balance
{Number of Directors}

Length of tenure
{(Number of Directors)

International
experience

Gender and ethnic diversity
Board gender
diversity

Board ethnicity

UK Corporate Governance Code

Board leadership and

Division of

Composition,
succession and

Audit, risk and

Company purpose responsibilities evaluation internal control Remuneration
Principles A-£ Pages Principles F- Pages Principles J-L Pages Principles M-O Pages Principles P-R Pages
Promoting the 749 Role of Chair 48-49 Appointmentsto 60 Internal and 71-76 Remuneration 80
iong-term 56 54 the Beard and 61 external auditor policies and 83-91
sustainable success  62-65 succession 66-68 practices 101
of the Company planning
Purpose. values 3 Board composition  51-54 Balanced Board ~ 50-54 Assessment of 38-47  Policy on 79
and strategy 12-14 60 60 Company's Nn-76 executive 85-87

56-59 66-58 position and 106 remuneration  89-96

prospects

Resources and 38-45 Role of the 54 Annual 61 Risk management 38-46 Remuneration 77-78
contrals necessary 56-57 Non-executive evgluation 66-68 and internat 71-76 outcormes 81-84
to meet objectives Director control 97-100
and measure
performance
Effective 4-5 Role of the 54
engagement with 15-17 Company Secretary
stakeholders 25-27

£62-63
Workforce policies 16-17
and practices 58-53

aligned tovaluesand  77-105
support long-term
SUCCEss
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Board of Directors.

The Board is currently
composed of the Chair,
who was independent
upon appointment, two
Executive Directors and
nine Non-executive
Directors.

G

John Allan CBE
Chair
Appointed March 2015

Skills and contribution

John has extensive leadership expertise
and has & wealth of knowiedge gained
across a number of business sectors.
including retail and finance experience
gained from both the commercial and
financial sectors. As Chair, he has a deep
understanding of governance and what is
required to lead an effective Board.

Experience and past
appointments

John was CEO of Exel PLC and. when it
was acquired by Deutsche Post in 2005.
he joined the board of Deutsche Post.
becoming CFG in 2007 until his retirement
in 2009. He was chairman of Dixons Retail
plc during its turnaround period and,
foliowing its merger with Carphone
Warehouse. was deputy chairman and
senior independent director of Dixons
Carphone untit 2015. He was also
previocusly a non-executive director of
Worldpay Group PLC. National Grid plc.
the UK Home Office Supervisory Board.

3i ple, PHS Group pic. Connell plc.

Royal Mail plc. Wolseley pic and

Hamleys plc. chairman of London

First and president of the CBI.

Current appointments

~ Chairman of Barratt Developments PLC
(retiring 6 September 2023)

- Chair of the Council of Imperial College

- Senior advisor 1o PJT Partners.

Ken Murphy
Group Chief Executive
Appointed October 2020

Skills and contribution

Ken is a growth-orientated business
leader with strong commercial, marketing
and brand experience within retail andg
wholesale businesses. He has experience
in global product brand management.

product development, sales and marketing.

sourcing, manufacturing and distribution.

Experience and past
appointments

Prior to joining Tesco. Ken worked for
Walgreens Boots Alliance. Inc. for

over 20 years in a nurmber of senior
management roies across the business.
Through his role as executive vice
presigent, chief commercial officer

and president of global brands at
Walgreens Boots Alliance. Ken had overall
responsibility for brand strategy and the
commercial offer in the retail businesses
of Walgreens and Boots. He previously
warked for Procter & Gamble and
Coopers & Lybrand {now PwC).

Current appointments
- None.

jmran Nawaz
Chief Financial Officer
Appointed May 2021

Skills and contribution

Imran has over 20 years’ experience
in the giobal food industry and broad
financial. strategic and international
experience gained across a number
of large multinational crganisations.
His financial. strategic. leadership and
internationai strengths are a valuable
asset to Tesco as we deliver on our
strategic priorities.

Corporate governance

Experience and past
appointments

Prior t¢ joining Tesco. imran was CFO of
Tate & Lyle PLC and held a number of
senior financial roles across Eurcpe. the
Middle East and Africa, with a career of
over 16 years at Mondeléz International
and Kraft Foods. He started his career
with Deloitte and Philip Morris in
corporate audit.

Current appointments
- None.

®
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Melissa Bethell
Non-executive Director
Appointed September 2018

Skills and contribution

Melissa’s wealth of internationai
corporate, strategy and financial
experience across a range of industries,
with a focus on private equity. advisory
services, strategic consultancy and the
financial. media and technology sectors.
is invaluable in delivering our strategy.

Experience and past
appointments

Melissa is currently the managing partner
at Atairos Europe. an equity investment
fund backed by Comcast NBCUniversal.
and from 30 April 2023 will transition to
become a senior advisor to Ataires.
Melissa was previously a managing
director of Bain Capital, where she was
a member of the senior leadership

team responsibie for strategy setting.
fundraising and portfolic management.
Pricr to joining Bain Capital. Melissa
worked in the capital markets group at
Goldman Sachs & Co.. with a particular
focus on media and technology. She was
alsc previously a director of Ship Midco
Limited and served as a non-executive
director of Samsonite International S.A..
worldpay Group PLC and Atento S.A.

Current appointments

- Non-executive director of Diageo PLC

- Partner at Atairos and managing
partner of Atairos Europe. becoming
a senior adviser to Atairos from
30 April 2023

- Non-executive director of Exor N.V.

~ Chair of Ocean Outdoor Limited.
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Corporate governance report continued

Board of Directors continued
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Bertrand Bodson
Non-executive Director
Appointed June 2021

Skills and contribution

Bertrand is an accomplished business
executive. with significant experience of
digital transformation, technology and the
application of Al. He brings exceptional
leadership and business expertise to the
Board. as well as experience in delivering
corporate transformation programmes
white maintaining a focus on performance.
His significant knowledge of digital and
technology matters gained across a
number of sectors. including retail,
enhances the Board's oversight of these
areas and the detivery of the strategy.

Experience and past
appointments

Bertrand is chief executive officer of
Keywords Studios PLC and was previously
chief digital officer at Novartis, chief
digital and marketing officer at Sainsbury's
Argos. executive vice president for gicbal
digital at EMI| Music and co-founder and
CEO of Bragster.com. He has also held
senior roles at Amazon and started his
career at Boston Consulting Group.

Current appointments

- Chief executive officer of Keywords
Studios PLC

- Member of the Supervisory Beard
of Wolters Kluwer N.V. {retiring
10 May 2023).

®
O

Thierry Garnier
Non-executive Director
Appointed April 2021

Skills and contribution

Thierry brings extensive experience

in the retail sector, both in the UX and
internationally, with a successful track
record of implementing business
transformation and driving leading-edge
digital innovation in competitive and
rapidly-changing retail environments.

Experience and past
appointments

Since 2019 Thierry has been chief
executive officer of Kingfisher plc and
previously spent over 20 years at
Carrefour. the French multi-nationat
retailer, At Carrefour he held a number
of senicr reles. including CEO of
Carrefour Asia. CEC of Carrefour
Internaticnal and managing director of
supermarkets for Carrefour France,
and was a member of the Carrefour
group executive committee.

Current appointments

- Chief executive officer of Kingfisher plc.

0
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Stewart Gilliland
Non-executive Director
Appointed March 2018

Skills and contribution

Stewart brings over 20 years’ experience
and knowledge in international marketing.
logistics and business management.
having held a number of senior roles,
predominantly in customer-centric
businesses. The breadth and diversity

of Stewart's experience is a benefit to
the Board.

Experience and past
appointments

Stewart has significant business and
management experience in international
markets, specifically those in Europe.
having previously held roles with leading
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consumer-facing companies. including
whitbread. Mitchells & Butler and
Interbrew. He held the position of chief
executive of Miller Dairies UK and Ireland
until 2010, and chairman of CA&C Group
plc until July 2022. Prior to joining Tesco.
he was chairman of Booker Group plc.

Current appointments

- Chair of IG Design Group PLC

- Non-executive director of Chapel
Down Group plc

- Non-executive director of
Nature's Way Foods Ltd.

00

Byron Grote
Senior Independent Director
Appointed May 2015

Skills and contribution

Byron brings a wide range of experience
and skills including finance. strategy. risk.
and supply chain logistics through a
variety of executive and non-executive
roles. His strategic focus and financial
experience complement the balance of
skills an the Board and make him ideal for
the role of Chair of the Audit Committee.
where he is responsibie for leading the
Committee to ensure effective internal
controls and risk management systems
are in place across Tesco.

Experience and past
appointments

Byron brings broad financial and
international experience to the Board.
having worked across BP PLC in & variety
of commercial. operational and executive
roles covering numerous geographies.
He served on the BP PLC board from
2000 until 2013 and was BP's CFO during
much of that period. He was previously a
non-executive director of Unitever PLC.
senior independent director of Anglo
American PLC until April 2022 and
non-executive director of Standard
Chartered PLC until November 2022

Current appointments

- Vice chairman of the Supervisory Board
of Akzo Nobel N.V.

- Non-executive director of
Intercontinental Hotels Group PLC

- Non-executive directer of Inchcape pic.
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Alison Platt CMG
Non-executive Director
Appointed April 2016

Skills and contribution

Alison has gained significant business-to-
business and international commercial
experience from working for high-profile
consumer-facing companies. Her farmer
membership of the steering group of the
Hampton-Alexander Review provides
strategic insights on diversity and
inclusion. Alison’s experience as a CEQ
enables her to provide chalienge and
advice to the Board across a range of
issues including in her role as
Remuneration Committee Chair.

Experience and past
appointments

Alison has extensive experience of
leadership in customer-driven
organisations across the healthcare,
insurance and property sectors. As CEQ
of Countrywide. a position she held unti
January 2018, she gained significant
husiness-to-business experience adding
this to the international experience she
gained while leading a number of Bupa's
businesses across Asia, Southern and
Eastern Eurcpe and the Middie East.
Aliscn was previously chair of Opportunity
Now. a non-executive director of the
Foreign and Commonwealth Cffice and
Cable and Wireless Communications PLC.

Current appointments

- Chair of Dechra Pharmaceuticals PLC

- Neon-executive directer of Spectrum
weliness Holdings Limited

- Agvisor to Huntswood CTC Limited

- Chair designate of Ageas {UK) Limited.

e
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Lindsey Pownall OBE

Non-executive Director
Appointed April 2016

Skills and contribution
Lindsey's in-depth understanding of the
food retall sector and stakeholder focus.

together with her wealth of experience
in supply leadership and strategic
development make her a valuable
member of the Board. As Chair of the
Corporate Responsibility Committee.
she is responsible for the Group’s
environmental and social objectives and
strategies. She is a passionate advocate
of supplier relationships, customers.
colleagues and sustainability, which
directly support Tesco’s strategy and
her role as Chair of the Corporate
Responsibiiity Committee.

Experience and past
appointments

Lindsey has substantial experience

in food. grocery and retaii brand
development. having enjoyed a career
of more than 20 years at Samworth
Brothers. the leading UK supplier of
premium quality chilled and ambient
foods. She joined the Samworth board
in 2001 and served as chief executive
between 2011 and 2015. Lindsey was
previously a non-executive director of
Story Contracting Limited and Story
Contracting Holdings Limited until
September 2022,

Current appointments

- Director of The Ho-So Initiative Limited

- Independent advisor to GrowlUp Urban
Farms Limited.

Lingdsey will step down from the Board at
the conclusion of the 2023 AGM.

®
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Caroline Silver
Non-executive Director
Appointed October 2022

Skills and contribution

Caroline brings to the Board a wealth of
knowledge and experience across a
number of commercial. financial and
governance roles. together with
extensive investment banking and
international experience.

Experience and past
appointments

Caroline has spent more than 30 years in
the investment banking sector and was
most recently a partner and managing
director at Moelis & Company. She has
held senior corporate finance and

M&A positions at Morgan Staniey and
Merrill Lynch, starting her career at
PricewaterhouseCoopers. where she
qualified as a Chartered Accountant.

Corpcerate governance

Previously she was a trustee of the
Victoria and Albert Museumn. a non-
executive director of Meggitt PLC and
M&G PLC. and on the Board of the
Londen Ambulance Service NHS Trust.

Current appointments

- Advisory partner to Moelis & Company

- Non-executive director of Bupa

- Non-executive director of
Intercontinental Exchange. Inc
and Chair of ICE Ciear Europe

- Member of International Advisory
Board of Adobe Inc

- Non-executive director of Barratt
Developments PLC (with effect from
1June 2023 and will succeed John Allan
as Chair of Barratt Developments PLC
with effect from 6 September 2023).
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Karen Whitworth
Non-executive Director
Appointed June 2021

Skills and contribution

Karen brings a wealth of experience and
extensive knowledge of the retail sector.
in particular logistics and supply chain,
finance and risk. to the Board.

Experience and past
appointments

Karen has significant retail. strategic and
financial experience gained through a
number of commercial. operational and
governance roles. Karen was previously a
supervisory board member ang member
of the audit committee at GS1UK Limited.
She spent mere than 10 years at

J Sainsbury plc. latterly as a member of
the commercial board and director of
non-food grocery and new business.
Prior to joining J Sainsbury in 2007,

she was finance director at online
entertainment business BGS Holdings
Lirmited and held a number of senior
roles at Intercontinental Hotels Group Plc.
Her early career was spent at Coopers &
Lybrand (now PwC), where she qualified
as a Chartered Accountant.

Current appointments

- Senior independent director of
The Rank Greup plc

- Senior independent director of
Tritax Big Box REIT plc

- Independent advisor to GrowlUp
Urban Farms Limited.
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Corporate governance report continued

Board of Directors continued

Robert Welch

Group Company Secretary
Appointed August 2016

Skills and contribution

Robert provides legal and corporate
governance advice ang support to the
Board and the boards of all other legal
entities in the Group.

He has worked as a company secretary

for more than 25 years during which time

he has held the positions of company
secretary at FirstGroup plc and
Kazakhmys PLC.

He is a member of the executive

committee of the Association of General
Counsel and Company Secretaries of the

FTSE 100 (GC100} and the CGI Company
Secretaries Forum.

Role profiles

decision making.

The Board has agreed a clear division of responsibilities between the running of the Board and
running the business of the Group. The responsibilities of the Chair. Group Chief Executive.
Senior independent Director and cther Directors are clearly defined sc that no Individual has
unrestricted powers of decision and no small group of Directors can dominate the Board's

Chair

The Chair is responsible for the effective
leadership of the Board. setting the agenda.
ensuring its effectiveness and maintaining a
culture of openness and transparency at
Board meetings. The Chair also promotes
effective communication between Executive
and Non-executive Directors and ensures all
Directors effectively contribute to
discussions and feel comfortabie in

Group Chief Executive

The Greup Chief Executive has day-to-day
responsibility for the effective management
of the Group and for ensuring that Board
decisions are implemented. He plays a key
role in devising and reviewing Group
strategies for discussion and approval by
the Board.

Senior Independent Director

The Senior Independent Director provides
a sounding board for the Chair and acts as
an intermediary for the Non-executive
Directors. The Senior independent Director
is available to shareholders should they
have any concerns, where communication
through normal channels has not been

Non-executive Director

The Non-executive Directors bring
independent insight and experience to

the Board. They have a responsibitity to
constructively challenge the strategies
proposed by the Executive Directors:
scrutinise the performance of management

Group Company Secretary

The Group Company Secretary Is secretary
to the Board. He ensures Board procedures
are complied with and the Board has the
infermation. time and resources it needs in
order to function effectively and efficiently.
He advises the Board on all governance
matters and facilitates induction
programmes for new Directors and provides
briefings on governance. legal and
regulatory matters.

engaging in healthy debate and constructive
challenge. The Chair ensures all Directors
receive accurate. timely and clear
information to assist them to make their
decisions. identifies training and
development needs as required. and
ensures new Directors receive appropriately
tailored induction programmes.

The Group Chief Executive is also tasked
with providing regular operationat updates
to the Board on all matters of significance
relating to the Group’s businesses or
reputation. and for ensuring effective
communication with shareholders and
other key stakeholders.

successful or where such channels are

inappropriate. The Senior Independent

Director meets with the Non-executive
Directors at least annually when leading
the Non-executive Directors’ appraisal

of the Chair’s performance.

in achieving agreed goals and objectives:
and play leading roles in the functioning
of the Board Committees. bringing an
independent view to the discussion.

all Directors have access to the advice of
the Group Company Secretary and the
Group provides access, at its expense. Lo
the services of independent professionat
advisors in order to assist Directors in
their role.

CEE

New Non-executive
Director

Dame Carolyn Fairbairn DBE
To be appointed 1 September 2023

Dame Carolyn Fairbairn will be joining
the Board on 1 September 2023 as an
independent Non-executive Director.
Dame Carolyn brings a wealth of
experience to the Board with her deep
understanding of the macroeconomic,
regulatory and political erwironment and
significant experience across the media.
gevernment and finance sectors. Dame
Carolyn will becorme a member of the
Remuneration Committee and Corporate
Responsibility Committee.

Other directors who have
served during the year:

Steve Golsby and Simon Patterson served
as independent Non-executive Directors
untit 17 June 2022

Key to Board
Committees

{N) Nominations and Governance
Committee

(&) Audit Committee

(R) Remuneration Committee

(©) Corporate Responsibility
Committee

@ Chair of Committee

@ Independent Board member

Committee membership as at 12 Apnl 2023
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Executive Committee.

The Executive Committee
comprises Ken Murphy
and Imran Nawaz,
Executive Directors of
the Board, CEOs of our
regional businesses and
senior management in
key functional roles.

Ken Murphy
Group Chief Executive
Member since October 2020.

Ken's full biography appears on page 51.

Imran Nawaz
Chief Financial Officer
Member since May 2021

Imran’s full biography appears on page 51.

Natasha Adams

CEO, Tesco Ireland and Northern
Ireland

Member since Juneg 2018,

Natasha is responsible for Tesco's
businesses in the ROl and
Northern Irefand.

Natasha joined Tesco in 1998 as a
Personnel Manager and then served in
a range of store-focused roles. Prior
tc being appointed to her current role.
she was Chief People Officer. Natasha
is also a non-executive director of
Berkeley Group Holdings pic.

Alessandra Bellini
Chief Customer Officer
Member since March 2017,

Alessandra is responsible for building
the Tesco brand globally and putting
the customer at the heart of everything
that we do. Custorer insights. loyalty.
propositions and marketing
communications are within her
responsibilities.

Prior to joining Tesco in 2017, Alessandra
worked at Unilever for 21years. ina
number of senior marketing positions

across different countries and categories.

Previously, she had a 12-year career in
advertising. working both in ltaly and the
UK. Alessandra is president of the
Advertising Association.

Guus Dekkers
Chief Technology Officer
Member since May 2021,

Guus is responsible for all consumer-
facing enterprise technologies and related
services, spanning stores. online. supply
chain and digital across the Group

Guus joined Tesco in 2018 having
previously worked at a number of major
international companies. including Airbus.
Volkswagen. Siemens, Continental and
Johnson Controls, gaining extensive
multicultural experience of driving
large-scale technology transformation
and change programmes. Guus is also a
non-executive director of SwissCom.

Christine Heffernan
Group Communications Director
Member since March 2019,

Christine is responsible for buitding
Tesco's reputation, leading Tesco's
external and internal communications,
public affairs. government relations.
community and campaigns agenda.
Christine joined Tesco Ireland in 2074 as
Corporate Affairs Director. Christine has

previously worked in the financial, energy
and telecoms sectors,

Gerry Mallon
Chief Executive, Tesco Bank
Member since August 2018.

Gerry is responsible for leading Tesce Bank.

Gerry has held a number of leadership
roles in financial services. Prior to joining
Tesco. Gerry served as chief executive
officer of Ulster Bank Ireland and was
chief executive officer of Danske Bank UK
{formerly Northern Bank). Earlier in his
career, Gerry held roles at Bank of
Ireland. McKinsey & Company and the

UK Civil Service. Gerry is alse chair of
Foundation of Hearts and a non-executive
director of Heart of Midiothian PLC.

Adrian Morris
Group General Counsel
Member since September 2012,

Adrian is responsible for the legal.
company secretarial. group security.
resilience. regulatory and compliance
functicns across Tesco PLC.

Prior to joining Tesco, Adrian worked at
BP PLC as associate general counsel and
prior to that at Centrica PLC. latterty as
general counsel for British Gas. He is also
a non-executive director of Tesco Bank
and Moorfields Eye Hospital NHS
Foundation Trust.

Ashwin Prasad
Chief Product Officer
Member since September 2020.

Ashwin is responsible for the planning.
ranging. sourcing and supply of the
products we sell across the Group.

In addition. he has direct responsibility
for managing this for the UK.

Ashwin joined Tesco in 2010 from Mars inc.
He has worked across a number of
product divisions as a Category Lirector
and Commercial Director.

Corporate governance

Matt Simister
CEQ, Central Europe
Member since April 2017.

Matt is responsible for all of Tesco's
businesses in the Czech Republic.
Hungary and Slovakia.

Matt joined Tesco in 1996 as a marketer.

He built on his UK experience with three
years as Commercial Director for our Czoch
and Slovak businesses. Following this. he
returned to the UK to set up Tesco's Group
Food capability. In April 2017, Matt was
appointed to his current role as CEQ.
Central Europe.

Jason Tarry
CEO, UK & ROI
Member since January 2015.

Jason is responsible for all of Tesco's
businesses in the UK & ROL.

Jascn joined Tesco in Qctober 1990 on

the graduate recruitment programme.

He has held a number of positions in the
UK and internaticnally across both focd and
non-food divisions. Jasen tbecame CEQ for
clothing across the Group in 2012, before
being appointed as Chief Product Officer

in January 2015. In July 2018. Jason was
appointed to his current role of CEQ.

UK & RO

Emma Taylor
Chief People Officer
Member since March 2022,

Emma is responsible for setting the people
strategy and plans at Tesco, including
reward. colleague experience and capability.
Emrma joined Tesco in 2001 as part of the
graduate recruitment programme. and
worked as part of store management teams
before following her passion for peopie and
maving into the Pecple team. Emma has
worked in a variety of People roles at Tesco.
across large stores. convenience and in
head office. and became Pecple Director.
UK & ROl in 2018.

Emma is a Tesco Pension Trustee.

Andrew Yaxley
CEO, Booker
Member since July 2018.

Andrew is responsible for the Booker
business.

Andrew joined Tesco in 2001 from Mars Inc.
He has worked across a number of preduct
divisions including as Commercial Director
for our Czech and Slovak businesses.

He became Managing Director of the
London business in 2013 and then CEO,
ROIIn 2015, In 2018. Andrew returned to the
UK to take up the role of Chief Product
Officer and in 2020 was appeointed CEC.
Booker. Andrew is a non-executive director
of Avidity Group Limiteg.
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Corporate governance report continued

Corporate governance,
purpose and culture.

Role of the Board

The Group is led by an effective and committed Board. which is
responsible for the long-term success of the Group. The Board
has collective responsibility for the management. direction and
performance of the Company. ensuring due regard is paid,

at all times, to the interests of its stakeholders. The detailed
governance framework ensures the Board has the right level

of oversight for matters that are material to the Group.

The Group's delegation of authority provides a clear direction on
decision making. ensuring that decisions are taken at the right
level of the business by the cclleagues best placed to take them.
Each decision taken aligns to our culture and values and considers
the benefits, the risks, the financial implications and the impact
on the relevant stakeholders. The Board, with the support of its
Committees. places great importance on ensuring we achieve a
high level of governance across the Group. This supports the
Board when delivering its strategic objectives and meeting its key
performance indicators (KPIs).

Board blographies 51tc 53

The Board has overall responsibility for establishing the Company’s
purpose. values and ehaviours. The culture in which we operate,
supports the delivery of our strategy and our long-term sustainable
success, while generating value for shareholders. More detail on
how the Board monitors the culture in which we operate is
detailed on page 58.

The Board has ultimate responsibility for ensuring adequate
resource is avallable to meet agreed objectives and strategy.
It ensures such resources are responsibly and effectively
deployed. Having the right systems and controls across the
Group facilitates effective management and sound decision
making. This is essential tc our governance framework.
Efficient internal reporting. effective internal controls. and
oversight of current and emerging risk themes are embedded
into our business processes. which align to cur strategy.
purpose and culture.

Board leadership In action 62 to 63 Board activity 64 to 65

R R A A A R R

Summary of matters reserved for the Board
The Board has adopted a formal schedule of matters reserved for its attention. detailing matters that are considered of
significance to the Group owing to their strategic. financial or reputationat impertance or consequences.

The full schedule can be found at www.tescoplc.com

Setting and monitoring Group strategy. culture. operating plans, Long Term Plan and budget

Monitoring the Group's net zero commitments for Scope 1and 2 by 2035 and Scope 3 by 2050

Approval of major acquisitions, mergers. joint ventures and disposals

Governance framework including Board appointments. delegations of authority and Board diversity and inclusion policy

Changes to the pension scheme arrangements

Dividend policy. declaration and payment

Changes to corporate and capital structure

Significant capital expenditure and borrowing

Cversight of risk management and internal controls

Determining the nature and extent of emerging and principat risks
Financial reporting. controls and disclosures

Review of remuneration policies and share schemes

Entry into material contracts
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Corporate governance

Corporate governance framework

Board Committees

The Board is supported by the activities of its Committees, which ensure specific matters receive the right level of attention and

consideration. Board Committee members are provided with the detailed information to enable them to discharge their duties and make

recommendations to the Board. Cross-Committee membership provides visibility and awareness of matters relevant across the Committees.
Detalls of Board Committee membership and activity during the year is set out in the

Committee reports.

Corporate Nominations
Audit Responsibility and Governance Remuneration
Committee Committee Committee Committee

Chair: Alison Platt

Determines remuneration policy
and packages for Executive
Cirectors and senicr managers.
having regard to pay across the
Group and the views of
stakeholders.

Chair: John Allan

Reviews the size. composition,
tenure and skills of the Board.

It also leads the process for new
appointments, monitors Board
and senior management
succession planning, considers
independence, diversity,
inclusion and Group governance
matters.

Chair: Lindsey Pownall

Provides oversight on the
Group’s sustainability initiatives
to support the delivery of the
Group’s purpose and strategic
priorities.

Chair: Byron Grote

Provides independent assessment
and oversight of financial
reporting processes including
related internal controls. risk
management and compliance.

It also oversees the effectiveness
of the internal and external

audit functions.

Executive management committees

The Board delegates responsibility for the day-to-day operational management of the Company to the Group Chief Executive,

The Group Chief Executive is supported by a team of executives who head each of the key operations of the Group and who form the
Executive Committee under the direction and leadership of the Group Chief Executive.

Neote: with effect from April 2023 the
Corporate Responsibility Committee will
be renamed Sustainability Comrittee

Matters considered by each of the Committees are set out in the Committee terms of
reference which can be found at www.tescopic.com.

There are a number of executive management committees which provide updates to the Board. Audit Committee. Corporate Responsibility
Committee and Executive Committee on matters of significance.

Group risk
Executive Disclosure and compliance Group planet
Committee committee committee committee Cyber committee

Responsible for:
developing and
implementing strategy.
operational plans.
pclicies, procedures and
budgets: monitoring
operational and financial
performance: assessing
and controlling risk; and
pricritising and altocating
resources.

Responsible for
considering timely and
accurate disclosure of
sensitive information.

Responsible for: the
oversight of key risks on
behalf of the Executive
Committee; evaluating
and proposing policies:
monitoring processes to
cantrol business.,
operational and
compliance risks faced
by the Group: and

assessing emerging risks.

Responsible for reviewing
and monitoring the
climate strategy against
agreed performance
measures and
recommending the
actions needed to
achieve the Group's net
zero objectives.

Responsible for ensuring

a comprehensive
understanding of the
potential cyber exposure of
the Group and the effective
oversight and governance
of cyber risk management
plans. It highlights matters
of importance to the Board.

Board oversight of internal control and risk management
The Board has overall responsibility for the oversight of internal control systems and risk management processes. It has estabiished a risk
management framework te manage and report the risks we face as a business. The Board reviews these on at least an annual basis and

undertakes a robust assessment of the Company’s principal risks and emerging risk themes.

The Audit Committee. on behalf of the Board. undertakes an annual effectiveness assessment of the risk management framework and the
effectiveness of internal controf processes including a review of:

- the Group's interaction with its external auditors including their role. audit scope. independence and audit and non-audit fees:
- the activity. role and effectiveness of our internal audit function. including an update covering a range of management issues and actions

to address their findings:

- formal assessment of the effectiveness of both external and internal audits on an annual asis: and
- supported by the disclosure committee, reviews the integrity of cur financial and narrative statements. including interim and annual
financial statements and anncuncements relating to the performance of the Group.

More information on our principal risks, the oversight of Group disclosure and the work of the
Audit Committee can be found on pages 38 to 45 and 71t0 76,
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Corporate governance report continued

Corporate governance, purpose and culture continued

How the Board monitors culture

The Board is committed to maintaining the highest standards
of corporate governance in the management of its affairs.
The Board recognises that it is accountable to all stakeholders
for ensuring that the Group is approprigtely managed and
achieves its objectives in a way that is supported by the

right culture and behaviours.

The Board monitors culture in a number of ways: through
Anard anA rammittes management reperting: our workforeo
engagement forums; capability plans: Every Voice Matters
employee survey results; and monitoring of progress made
on our diversity and inclusion strategy and targets.

Through the Board and executive leadership. Tesco culture
drives the right behaviours te ensure that our colleagues and
other stakeholders do the right things in the right way so that
our actions are gligned to the Group's purpose. core values and
strategic priorities. Qur purpose sets out why we do what we do,
our strategic priorities set out what we are going to do and our
values set out how we are going to get there.

We have four behaviours which provide further guidance to cur
leaders. on how we work together:

- Belleve in each other: building trust in teams and enabling
end-to-end collaboration across Tesco.

- Stay curious: seeking new and different ideas and listening te
every voice in the room.

- Be brave: dcing the right thing and creating safe spaces where

colleagues can test. learn and speak up.

Live 20/80: prioritising the few things that will make the biggest

difference.

These behaviours are alse built into the performance framework.
therefore placing as much importance on *how’ individuals work
as ‘what’ they deliver. People updates to the Board and Executive
Committee provide oversight of the culture we operate in and
insights into our behaviours. The Board recognises that treating
colieagues with respect and compassion is essential to building a
culture of trust. The Nominations and Governance Committee
supports the Board in reviewing culture, diversity, inclusion and
talent management and the Remuneration Committee in assessing
executive performance in line with our strategic drivers. KPls and
behaviours. For all colleagues. our purpose is why we are here and
do what we do and our values enable all of us to deliver against our
purpose in the right way. Our win together behaviours, for our
senior leaders and head office colleagues. guide us to behave ina
way that creates a culture where we work together as one team
to deliver against our strategic pricrities.

The Board believes that understanding its stakeholders and what
matters to them is key to its success. With the skills. expertise and
dedication of colleagues worldwide, we have a culture which is
well placed to achieve this. The Board receives detailed reports on
a wide variety of topics to allow it to assess culture within the
Group. to ensure it is aligned with our purpose and will support the
delivery of the strategy. Through colleague. customer and supplier
engagement surveys. the Board and Executive Committee analyse
the results and develop action plans for improvements.

Our Code of Business Conduct also defines the standards and
behaviours expected and is supported by Group pelicies and
mandatory training. Colleagues are required to complete
mandatory training within five days of joining the Group, and an
an annual basis. te reinforce the importance of these standards.

Qur purpose, why we are here

Serving our customers, communities and planet
a little better every day.

Our values, put our purpose into practice

No one tries harder
for our customers

We treat people how
they want to be treated

Every little help makes
a big difference

Under standing whiat matlers to
our customers. colleagues and
communities. then trying to make
those things better. is at the heart
of Tesco.

Looking after our colleagues In 2
culture of trust and respect means
we can all be at cur best.

When we add up all the small things
we do. Tesco can make a difference
to the issues our customers.
colleagues and communities

care about.
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‘Protector Line” provides colleagues and suppliers with the ability
to raise concerns regarding possible misconduct and breaches of
the Code of Business Conduct. The Group risk and compliance
committee provides oversight of key regulatory and compliance
matters and reports biannually to the Audit Committee. In
addition. the Audit Committee has oversight of the whistleblowing
policy and Protector Line with matters subject 10 independent
investigation. Any material matters are raised to the Board.

Every decision taken at all levels considers our culture. purpose.
values and leadership behaviours. Our values and leadership
behavicurs are a vital part of our culture, helping us ensure that
through our conduct and decision making we do the right thing for
the business and our stakeholders.

Board and Committee meetings

The Board held six scheduled meetings during the year and an
additional strategy day. In addition to scheduled meetings.
Directors witl meet to consider matters of a time-sensitive nature
as the business requires, The table below shows the attendance at
the scheduled Board and Committee meetings. In the rare event
of a Directer being unable to attend a Board or Committee
meeting. the Chair of the respective meeting discusses the
matters proposed with the Director concerned wherever possible.
seeking their support and feedback accordingly. The Chair
subsequently represents those views at the meeting.

Visit www . tescoplc.com to view Tesco’s Code of
Business Conduct.

Through a regular review of the Board and Committee forward
planners, the Chair of the Board, or retevant Committee, ensures
that sufficient time is allowed for discussion and debate on the
topics scheduled and they encourage constructive discussion and
challenge during meetings.

The Board and its Committees have a standard paper template
which is regularly reviewed. providing a structure to ensure that
the right information is received by Directors to support their
oversight. challenge and decision making.

Board and Committee attendance®

Corporate governance

In the event of an urgent. business critical matter requiring Board
approval in accordance with the schedule of reserved matters for
the Board or under the Group delegation of authority, which arise
petween scheduled Board meetings. a sub-Committee of the
Board is formed. the quorum for which is any two of the Chair.
Group Chief Executive or Senior Independent Director. Any
approvals granted through the Board sub-Committee are noted
oy the Board at its following meeting.

If Directors have concerns about the Company or a proposed
action which cannot be resclved. it is recorded in the Board
minutes. In addition, upon resignation. Non-executive Directors
are encouraged to provide a written statement of any concerns
to the Chair. for circulation to the Board. No such concerns were
raised in 2022/23.

During the year. the Non-executive Directors met with the Chair
of the Board without the Executive Directors being present, on
several occasions.

The schedule on pages 64 to 65 sets out the key topics the Board
reviewed, discussed and debated during the year. These were in
addition to the annual cycle of matters the Board reviews and
support Directors’ oversight and understanding when considering
stakeholders while reaching decisions.

For more information on the Board leadership In
action see page 62 to 63.

Corporate Nominations and

Aucht  Responsibllity Governance Remuneration

Board Committee Committee Committee Committee

Jehn Allan 6/6 - 4/4 a/4 5/5
Ken Murphy 6/6 - - - -
Imran Nawaz 6/6 - - - -
Melissa Bethell 6/6 5/5 - - -
Bertrand Bodson %' 6/6 - 3/4 - -
Thierry Garnier 8/6 - - - 575
Stewart Gillland 6/6 - 4/4 4/4 -
Byron Grote 6/6 5/5 - 4/4 5/5
Alisan Platt 6/6 - - 4/4 545
Lindsey Pownall ¥ 6/6 - 4/4 - 4/5
Caroline Siiver 373 2/2 - - -
Karen Whitworth 5/6 5/5 a/4 - -

{3l This table shows details of schedued Boara and Committee meetings Steve Golsby and Simon Patterson stood down from Lhe Board and relevant Committees on 17 June 2022

1bh Caroline Silver joine< the Boara as an Independent Non-executive Director on | October 2072.

{c} Lingsey Pownall and Bertrand Bodson were unable Lo attend one committee meeting each during the year due to a priot commitment
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Corporate governance report continued

Corporate governance, purpose and culture continued

Skills and experience of the Board

The Board believes that it is essential to have a balanced and
diverse Board with a mix ot skills and expertise required to deliver
our strategy and create long-term value for shareholders. This
ensures that leadership and decision making are focused. allowing
debate and challenge when risks and opportunities for the future
are being considered. Our Board possesses a wide range of
knowledge and experience from a variety of sectors. The Board
and Nominations and Governance Committee consider the skills
required to deliver the strategy in the Ionger term and through the
succession planning process. identify any potential gaps as they
arise. The matrix below details the skills and experience that
collectively. the Non-executive Directors bring to the Board.

The Non-executive Directors provide a strong independent
element to the Board and the oversight they provide is balanced
with individuals contributing a broad range of skills. diverse
experience and knowledge, demonstrating independence and
constructive challenge. Relationships between the Directors are
based on trust and mutual respect. enabling cpen and frank
conversations. This ensures that even the most challenging
decisions are taken for the benefit of the Company, with due
consideration for those stakehoiders who may be affected.

Appointments

Non-executive Directors are initially appointed for a three-year
term with an expectation that they will continue for at least a
further three years. In accordance with their letter of
appointment. after three years’ service the performance of a
Non-executive Director is rigorously assessed by the Nominations
and Governance Committee. with any development needs
discussed by the Chair with the Non-executive Director.

Directors are nominated by the Nominations and Governance
Committee and are subsecuently approved by the Board for
election or re-election annually by shareholders at the Company's
AGM. The Nominations and Gevernance Committee have
ungdertaken an assessment of each of the Directors’ experience,
skills, independence. time commitments, conflicts and the Board
believes that all Directors continue to be effective and committed
to their roles. All Directors, with the exception of Lindsey Pownall
who will retire in June 2023, will submit themselves for election or
re-election at the forthcoming AGM in June 2023. The Board
recommends that shareholders be supportive of their election or
re-election to the Board.

of appointment, together with their interests in the
Company’s shares, are shown in the Directors’
remuneraticn report on pages 77 to 101.

@ Details of the Directors’ service contracts and terms

Board skills and experience
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Induction and development

All new Directors receive a comprehensive induction programme
over a number of months which is designed tc facilitate their
understanding of the business and is tailored to their individual
needs. The Chair and the Group Company Secretary are
responsible for delivering the programme covering the Company's
cere purpose and values, strategy. key areas of the business and
corporate governance. Thereafter. the Chair agrees with Directers
their individual training and deveiopment needs.

As part of the ongoing development of Directors. throughout

the year the Board receives regular briefings and visits key sites
in order to provide a deeper understanding of the Group.

The Board also receives the benefit of teach-ins and technical
updates provided at Board and Committee meetings. which aim
te ensure that Directors remain up to date with key developments
on the business environment in which Tesco operates. Duringthe
year, Directors have received additional briefings on climate and
sustainability-related matters and digital and cyber security.
Directors are provided with the opportunity to. and are
encouraged to. attend training to ensure they are kept up to
date on relevant legal. regulatory and financial developments

or changes.

Induction programme

New Director induction programmes are delivered through:

-~ meetings with senior managers across the business:

- meetings with advisors:

- attendance at Committee meetings:

- site visits to stores. urban fulfilment and distribution
centres. providing an opportunity tc meet colleagues and
see at first hand the business cperations: and

- access to a library of reference materials.

Directors’ feedback is that the comprehensive induction
programme provides great insight into the business cperations,
governance and controls, with an opportunity to meet
colleagues within the business.




Corporate governance

Board effectiveness.

Board evaluation process

The Board sets annual objectives for the business in line with
Group strategy and menitors its pertormance through an

annual assessment to ensure the Board remains effective.

The performance review assesses the effectiveness of the

Board. its Committees and Directors. The evaluation is externally
facilitated every three years with the last external evaluaticn
undertaken by Boardroom Review during 2021/22. The next
external evaluation will be in respect of the 2024/25 financial
year. The Chair and the Board continually work to strengthen

and enhance the effectiveness. skills and experience of the Board
to align with the Group's strategy. During the year. an internal
evaluation in respect of the full year 2022/23, was led by the
Chair, with the support of the Group Company Secretary, using
an online guesticnnaire to capture the views of each Director.
The evaluation was carefully structured to encourage debate on
issues that were relevant. which inciuded the oversight of matters
by the Board and Committees. specific topical issues. a review

of progress against matters identified in the 2021/22 survey and
identifying potential for improvement. This year's Board evaluation
focused on Board Committe composition and expertise.
stakehoiders and culture. Board dynamics. the effectiveness and
focus of meetings. Board committee effectiveness. strategy and
risk oversight, succession planning. talent management and
priorities for change.

The Senior Independent Director sought feedback from each
Director on the performance of the Chair using an online
guestionnaire. The results of the feedback were discussed at a
meeting of the Directors without the Chair present. The unanimous
view was that the Board was functioning very effectively. The Chair
had provided excellent leadership throughout a challenging year
and creates an inclusive and purposeful culture in the Boardroom.
focusing on the most important issues of strategy. people.
performance and governance.

The results of the evaluatiocn were presented to the Board which
concluded that the Board and Committees work weli together
providing the right level of oversight. with the appropriate
chatlenge. discussion and debate. There were no points expressed
during the evaluation process that had not previously been
discussed. demonstrating that all Directors exhibit an open and
collaborative style. Overall. the effectiveness of the Board was
rated high with some key areas of focus proposed. An action plan
has been developed and will be reviewed to track progress
throughout the year.

Focus of internal effectiveness survey

Board and
Committee
compaosition

and expertise

Individual
performance
and
contributien

Meeting
management

Board
evaluation
focus

Board
dynamics

Pricrities
for change

Focus of
Board and each
Committee

Actions identified during 2022/23 evaluation
The internal effectiveness review identified the foliowing priorities
and opportunities for the Board's focus over the coming year:

- greater focus on the longer-term strategy and sustainability
objectives:

- continue to assess the Board composition. expertise and skills
required to deliver our strategic priorities. with a focus on the
Chair and Senior Independent Director succession process
and ongoing diverse talent management plans:

- additional focus be given te customer insight and supplier
engagement: and

- Directors to spend more time in the business, through
individual site visits and meetings with management.

Progress against actions identified through the external evaluation in 2021/22

Action identified

Progress against action

Continue to develop and test risk appetite to facilitate
the Board’'s decisions

Additicnal risk deep dives have been undertaken to focus on
emerging themes. scenarios. horizon scanning and risk mitigation

Continue to develop the sustainability agenda to balance
the short. medium and long-term objectives

Deep dive on sustainability matters undertaken with greater visibility
and monitoring of the milestones to achieve our net zero targets

Reviewing the balance of activities at the Board and
its Committees

A review of Board and Committee respansibifities undertaken with
a focus on clarity and separation of roles. Matters reserved for the
Board and Committee terms of reference updated

Focus on development and succession plans at Board and
Executive Committee level to strengthen the diverse
management pipeline

Maore regular updates on the talent pipeline discussed at the
Board and Nominations and Governance Committee alongside
detailed diversity and inclusion strategy updates
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Board leadership in action.

Board activity

The Board is responsible for ensuring that management actions
are gligned to strategy and that stakeholder interests are taken
into consideration. During discussions at Board meetings. the
views of our stakeholders form an integral part of the Beard's
decision making.

The Board has a forward-looking programme of agenda items
scheduled for discussion throughout the year to ensure
operational and financia! performance. risk. governance.
strategy. which includes our sustainability targets, cutture and
stakeholder groups are discussed at the appropriate time.

The Board and Committee paper template ensures that the
Board has high-guality, clear and timely information to support
Directors in their decision making. A review of the template is
regularly undertaken to ensure that each of these matters is
considered when papers are drafted. Board oversight supports
the strategic direction and ensures the long-term viability in line
with stakeholder expectations.

Over the year. updates are scheduled from the Group Chief
Executive. the Chief Financial Officer and other members of
senior management in respect of all material matters to ensure
the delivery of strategic drivers and KPIs in Jine with our cutture.
nurpose and values. This enables the Non-executive Directors to
engage with colleagues from across the Group. A summary of the
Board's key activities during the year is set out on the following
pages, detailing a breakdown of the proportion of time spent by
the Board on these matters.

Each of the Board Committees meet at least four times per year.
Following each Committee meeting, each Committee Chair
provides the Board with a written and verbal update on
Committee activities. These updates include the financial and
risk deep dives the Audit Committee undertakes, updates on
sustainability matters from the Corporate Responsibility
Committee, details of Executive Director remuneration from
the Remuneration Committee and succession planning and
governance-related matters from the Neminations and
Governance Committee. Committee papers and minutes are
shared with all Directors to allow them to raise guesticns on
specific Committee topics if required.

During the year. the Beard reviewed and approved entry intc
rmaterial contracts taking into consideration the associated
operational and financial benefits and risks. It also considered

the impact on all stakeholders including financial returns. security
of supply. improved pricing. quality of products. the impact on our
carbon footprint and sustainability initiatives and the impacts to
all stakeholders in light of the cost-of-living crisis.

The Board holds additicnal strategy and planning days during the
year, at which senior managers present on each of our business
areas. The aim is to better understand market trends. technology
developments, innovation and people strategies. It also explores
the culture. diversity and inclusion supporting the long-term
planning and strategic direction of the Group.
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Board visit to food bank

In November 2022, members of the Corporate Responsibility
Committee visited a branch of Hackney Foodbank. The Foodbark
is part of a network of 1,200 food banks linked to The Trussell
Trust, with whom Tesco has a longstanding relationship, In 2022.
we celebrated 10 years of this partnership. with support
growing from a foed collection in 290 stores in 2012 to 1,041
food collection points in stores today. Members met with the
CEOQ of the Foodbank, Pat Fitzsimons, and The Trussell Trust
CEO. Emma Revie. Emma highlighted the challenges faced by
food banks due to the cost-of-living crisis and Pat outlined the
challenging situation in Hackney. Key topics discussed included:

- the changing demographic of food bank users {they
were seeing many more working families for examplel.
and how the Foodbank had adapted 1o this change.
for example having different operating times to
accommodate this change:

- the significant demand The Trussell Trust is seeing.
which is now outstripping supply. It was discussed
what role Booker could play in providing support, as
well as utilising Jasen Tarry's forthcoming role as IGD
President to galvanise industry action:

- additional work ungertaken by food banks, such as their links
with bodies like Citizens Advice. to ensure people can access
all benefits they are entitled to:

- the impact and importance of Tesco’s support for The
Trussell Trust, both during COVID-19 and the cost-of-living
crisis, on an ongoing basis. The in-store collection points
and food provision play a vital part in the work of The
Trussell Trust: and

- [nnovations that the Foodbank is exploring. such as a Phone
to Food app that allows people who are using their food
bank te spend vouchers/giftcards at local independent
stores instead of receiving food parcels.

Directers have spent time individually and callectively explaring
specific operational activities in detail through presentations.
meetings and site visits giving them the opportunity to meet with
local senior management to gain insight into the business
operations and the challenges they face.

During 2022. the Board visited the cperations of Beoker and had
the opportunity to spend time in a number of convenience stores.
Later in 2023 our Central European business will host a three-day
visit of the Board to its operations. These visits provide in-depth
knowiedge for the Directors. enabling them to meet management,
share their own experiences and challenge and support the
business directly.

Further details of the Board’s activities during
@ the year are set out on pages 64 to 65.




Stakeholder engagement
A key objective of the Board is to create value for shareholders
and deliver iong-term, sustainable growth.

The Board recognises the importance of listening to and
understanding the views of its key stakeholders. In support of
Directors’ section 172(1) duties. the Board receives insights through
customer, coileague. supplier and investor engagement into how
we are perceived. what our stakeholders want and how they want
to be treated The Roard arknowlerges that every decision it
makes will not necessarily resultin a positive cutcome for all
stakeholders. A key consideration when making decisions is for

the Board to balance the sometimes conflicting needs of our
stakeholders while considering the Company’s purpose. values and
strategic priorities, which ensures the Board's decision making is
consistent and in the best interests of the Company. It also takes
other relevant factors into account. which includes: the interests
and views of the communities where we operate: Tesco
pensioners: and its relationship with regulators and NGOs.

We actively engage with our institutional investors throughout the
year 10 understand their views on a variety of topics. The AGM
provides a veluable oppartunity each year for private shareholders
to hear from the Beard, and for the Board to hear from our
private sharenolders. This year's AGM will be held on Friday. 16
June 2023 at 11.30am. Shareholders will receive an update on the
Q1 trading performance with an update on the business since the
2022/23 year end. With an average of 74% of the issued share
capital voted at the 2022 AGM. the Board looks forward to meeting
with and hearing from shareholders at the 2023 AGM.

More information on stakeholder engagement can be found in the
Section 172 statement and Stakeholder engagement section on
pages 25 to 27.

Colleague engagement

The Board established three Colleague Contribution Panels {CCPs)
in 2019 which represent the workforee across all business areas of
the Group. These have been running successfuily for three years
with each CCP being hosted by an independent Non-executive
Director. Alison Platt hosts the Central Europe CCP which is
attended by representatives from our businesses in the Czech
Repubiic, Hungary and Slovakia. Byron Grote hosts two CCPs: the
UK & ROI CCP attended by representatives from Tesco stores.
fulfilment. distribution. head cffice. customer engagement centre
and ROl and the UK subsidiaries CCP attended by representatives
from Booker. Tesco Café, One Stop. dunnhumby, Tesco
Maintenance. Oakwood Distribution. Tesco Bank and Tesco
Business Services Bengaluru.

Corporate governance

2022/23 Colleague Contribution Panels
Representatives have each attended two CCPs during the year,
with six beirng held in total. The half-year CCPs focused on
feedback from the full-year session in November 2021, an
update on the activities of the Beard, and the introduction

of the topics for discussion at the November 2022 CCPs with
the main focus being on our strategic priority. Magnetic value
for Customers.

During the period from June to November. representatives
gathered feedback from colleagues on the topics for
discussion at the November 2022 CCPs. as well as gathering
views on any topics colieagues wished 10 raise.

During the year, themes raised by representatives related to:
improved communications: cross-format working: price and
quality: cost-of-living challenges for customers and colleagues:
pay and benefits; supporting our communities; sustainability
initiatives: and business improvements.

The CCPs meet every six months to discuss matters of
importance. focus on topical issues and allows the host to share
the views and activities of the Board and its Committees.

During each CCP meeting. there is an open 'what’s on your mind’
session allowing representatives to raise any matters of concern.
The representatives receive a progress update on identified
actions from their previous meeting and provide feedback to
colleagues within their business units.

Following each of the CCPs. the Board receives an update directly

from each of the hosting Non-executive Directors. together with a
more detailed paper capturing the feedpack. The Board welcomes
the insights the CCPs offer on the views of the workforce and the

issues that matter most to our colleagues. These form part of the

Board's decision-making process along with the feedback received
from the Every Voice Matters colleague engagement survey.

Our Executive Committee and senior leaders aiso regularly engage
with the workfarce through functional meetings. conferences and
store visits. In addition. the Group Chief Executive and Chief
Financial Officer host webinars following our guarterly resuits
which atlow colleagues to ask questions.

Board visit to Booker operations

During 2022, the Board visited the operations of our
Booker business to meet colleagues and customers and
gain a greater understanding of the Booker business
operations and retail market. The visit included a
presentation on the Tesco convenience strategy. which
inciuded Booker convenience stores. During the visit, the
Board visited a Booker Cash and Carry, a Booker catering
customer and a number of Booker convenience stores.

The Board receives regular updates on the Booker
business to understand the market it operates in and
the financial and operational performance of the
business. The updates also enable the Board to explore
opportunities and challenges. and understand brand
perception within the market.
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Board activity.

Strategy

Operational performance

Information flow

- Group Chief Executive updates

- Progress against four strategic drivers

- Annual strategic review

- Planet strategy and progress against targets
set to deliver on pur net zero commitments

- Technology and cyber security deep dive

- Innovation update

- Updates from cur businesses in the
UK. RCI and Central Europe

- Deep dives into Tesco Bank. Booker. dunnhumby.
Tesco Mobile and F&F

- Health and safety updates focusing on people safety
and safety framewcrk

- Customer insight and product innovation

Outcome, benefits
and considerations

The Group Chief Executive provides an overview of the
operational and financial performance of the business
at each meeting. giving oversight and the opportunity
to challenge and track progress against our strategic
priorities. Strategy days provide a deep dive intc each
of the business areas. Having a clear strategic direction
for the short. medium and long term, as well as
understanding our stakeholder expectations. is vital
for the delivery of our strategic priorities. Deep dives
into our sustainability strategy brought our net zerc
commitments 1o life with a review of progress against
our key milestones,

Improved technology will support the delivery of our
strategic priorities. Technology updates to the Board
covered our operational infrastructure, technical
capabilities, cyber security and data privacy. Our internal
IT platforms continue to develop together with other
technology initiatives, which span across aifl business
areas. The Board's cversight of the data and technology
strategy ensures the business moves forward through
technology and innovation to meet the needs of
customers and colleagues. A dedicated cyber security
programme has been deveioped with clearty defined
governance, oversight and structured training processes.

Our innovative projects are linked to our purpese and
strategic drivers. Good progress is being made. These
updates help shape strategy and take the business
forward. It is essential that we keep innovating for the
future to meet the changing needs of cur customers and
the environment we cperate in. Our key innovation
priorities are to: strengthen our approach through
learnings; accelerate and scale ‘'mature’ experiments
guickly to deliver value to the business; and focus on new
opportunities that align with our strategic drivers.

Business updates from each of the business areas
provide essential oversight of the oppaertunities and
challenges the different business areas face and provide
opportunities for sharing Group initiatives. Insight inte
how our different markets operate and the impact on
stakeholder-related matters provides the Board with
the oversight required tc support its strategic decision
making. It also allows the Board to identify opportunities
and risks. sharing their own experiences and facilitates
the necessary actions to be taken to align with cur
strategic priorities.

The Board regularly receive updates on cur Own Brand
product development and how we create competitive
advantage. Quality perceptions are set and reset
continucusly to review price, premotions. product,
packaging and the shopping experience. Through the
use of multiple data sources including trends influencing
consumer spend and habits globally. we have an
understanding of our customers’ needs to develop
progucts and propositions for the future.

Health and safety updates are provided to the Board
which review our health and safety strategy. progress
ageginst the priorities, ways for improvement. the volume
and severity of injuries and the cost of injury claims.
Ensuring that the appropriate health and safety
provisions are in place is essential for the operation

of our business. The Board places significant impartance
on looking after the safety of colleagues. customers and
anyone else impacted by our business.

Pages Fages
Additional Purpose and values 6.58 2023 highlights and Tesco at a glance IFC. 2-3
information  Qur strategic priorities and KPls 12-14 Chairman's statement 7
Cur business model 15 Group Chief Executive’s review 8-10
Climate and TCFD 18-24 Our market context 1
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Financial performance and risk

Corporate governance

Governance and stakeholder engagement

Information flow

- Chief Financiat Officer updates

- Review of financial position. balance sheet. going
concern and viability of the Group

- Progress against the Long Term Plan {LTP} and budget

- Review of risk management framework. principal
and emerging risks

- Updates on sales. profit. cash flow and capital
expenditure in all regions

- Review of funding. liquidity plans and property portfclio

- Stakeholder engagement

- Culture, diversity and inclusion strategy
- Talent, succession and development

- Investor views and key market issues

- Product supplier and sourcing

- Governance matters

Outcome, benefits
and considerations

The Chief Financial Officer presents a detailed overview
of the financial performance of the business at each
meeting to ensure the Board is provided with the
required financial oversight and has the opportunity to
challenge. This includes: details of the progress of the
Big 6 across the Group and the key performance
indicators: performance by business unit compared

with the LTP: cost inflation; and Save to invest. The Board
regularly reviews progress of the LTP. Qur LTP sets out
our growth ambitions over the next three years. including
the continued delivery for all stakeholders and cngoing
cash returmns to our shareholders.

The Board reviews the capital allocation framework.
dividend policy and shareholder returns and the
management of the Group debt capital markets
activities, including the new issuance of a bond under
the Euro medium term note (EMTN} programme.

Regicnal updates provide the Board with an overview
of the sales. profit, cash flow and capital expenditure
of each of the business areas.

The Board has overall responsibility for risk management
and is actively engaged in risk discussions. The Audit
Committee. on behalf of the Board. undertakes an
annual effectiveness assessment to manage the most
significant risks or principal risks facing the Group and
actions taken to mitigate them. validating the key risk
movements and approving any required cutcornes arising
from the risk assessments. Strengthening the risk and
internai control environment is fundamental to Tesco's
governance framework.

Review of the property portfolio and valuation of the
property portfolio provide the Board with visibility to
ensure the portfolio is properly managed and
accounted for.

Our Group Chief Executive's report provides updates

on stakeholder engagement as well as government and
regulatory developments. In additicn. the Beard receives
specific papers on customer insight and supplier
engagement. which details survey resuits. management
action plans and focus areas for improvement. Visibility
and understanding of our stakeholders’ views supports
the Directors’ decision making.

Building leadership capability. to develop and grow
diverse talent and strengthen future pipelines through
tailored development programmes. is a key focus for the
Board. The Beard is committed to creating an inclusive
workplace and reflecting the diversity of the communities
we serve. Tesco has a clear diversity and inclusion
strategy in place to ensure that at Tesco. Everyone's
welcome. Colleague Contribution Panels provide
valuable feedback, see page 63. The Board discusses
the outcomes from the six-monthly panels, which
strengthens the colleague voice in the Boardroom.

In addition. the Board reviews an analysis of results

and action plans from the annual Every Voice Matters
colleague engagement surveys.

Updates from Investor Relations provide the Board with
feedback on investor views and expectations. visibility of
market cenditions. share price performance and the
future outlook.

Governance matters are discussed at each meeting
which include topics such as directors’ and officers’
insurance. litigation. Modern Slavery Statement, approval
of significant contracts. review and approval of statutory
reporting and shareholder decumentation and
governance-related matters.

In addition. each Committee Chair provides an update on
the activities of the Committee.

Pages Pages
Additional Financial review 30-37 Qur colleagues 6-17
information Principal risks and uncertainties 38-45 Section 172 statement 25
Viability statement 46-47 Stakeholder engagement 26-27
Audit Committee report 71-76 Nominations and Governance Committee report  66-68
Corporate Responsibility Committee report 63-70
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Corporate governance report continued

‘Nominations and

Governance C

Committee membership and tenure

Director Member since

John Allan, Tesco PLC Chair and Committee Chair March 2015
Stewart Gilliland April 2019
Byron Grote December 2015
Alison Platt April 2019

Details of attendance at Committee meetings is set
out on page 59.

Details of the time spent on key areas of responsibility during
2022/23 are set out below.

Committee activity

2022/23 Evaluation of Nominations and

Governance Committee

An internal review of the Committee effectiveness was
conducted during the year. Its findings concluded that the
Committee remained effective with a good mix of perspectives
and backgrounds with the right balance.

Pricrities identified

- Chair and Senior Independent Director succession

- Focus on governance and the governance framework
- Focus on talent management and succession planning
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ommittee.

Key responsibilities

Board and senior management succession planning

- Board and Board-level Committee compaesition

- Board and senior management succession plans

- Directors’ skills and experience matrix

- Recommendation of annual election and re-election of Directors

- In-depth three-year and six-year review of Non-executive
Directors’ performance

Talent management

- Talent management priorities and progress made
against the priorities

- Review and implementation of Board diversity and
inclusion policy

- Monitor the progress of the Group’s diversity and
inclusion strategy

Group governance

- Changes to the Group’s corporate governance framework,
including review of matters reserved for the Beard and
Committee terms of reference

- Compliance with the UK Corporate Governance Code

- Board and Committee evalustion process and progress
against actions identified

- Effectiveness review of Non-executive Director time
commitments, independence, Directors' conflicts of interest

- Governance-related legal and regulatory developments

The Committee’s terms of reference are reviewed
on an annual basis and are published on our
website at www.tescoplc.com

The Committee heid four scheduled meetings during the year with
a focus on talent management. succession planning. diversity and
inclusion and Board effectiveness.

Board composition, expertise and

succession planning

As part of the ongeing succession planning activity, the Committee
regularly reviews the structure. size and compaesition of the Board
and its Committees to ensure that they continue to provide advice.
guidance and constructive challenge to the management team.
based on their collective knowledge and experience. Succession
planning is a key pricrity for the Committee to ensure a structured
angd systematic process is in place to refresh the Board. A review
of Committee composition also forms part of the succession
planning process.

To support the succession planning process. a skills matrix is
regularly reviewed to ensure the Board and its Committees
have and rmaintain the skilis required te deliver the strategy
and objectives in the longer term. This also identifies the skills
and experience that may potentially be lost with a retiring
Non-executive Director. The matrix shown on page 60
demonstrates the broad diversity and experience of the Board.

As mentioned in my governance introduction, there have been a
couple of changes to the Board compaosition during the year.



The Committee is responsible for identifying and reviewing
suitable candidates through a formal and transparent process.
with a recommendation to the Board. Following an in-depth
selection process, assisted by Lygon Group, the Committee
made a unanimous decision to reccmmend to the Board the
appointments of Caroline Silver and Dame Carolyn Fairbairn with
effect from October 2022 and September 2023, respectively.
Detailed role profiles were developed and a search initiated.

The Committee reviewed a shortlist of candidates with a
recommendation to the 8oard. As part of the Commitiee’s
consideration, it reviewed the current Board and Committee
composition. the existing diversity of skills, knowledge and
experience on the Board. the diversity of gender and ethnicity
together with the skills, experience and time commitments
reguired in the delivery of the role. Appointments are always
based on merit and relevant experience. while taking into account
the broadest definition of diversity. The Committee continues to
challenge the external search consuitants where necessary. to
ensure that diversity is always considered when drawing up
candidate shortlists. Open advertising was not used. Lygon Group
has no connection to Tesco or any of its Directors.

Senior management talent pilanning

The Committee plays an important role in overseeing the
development of a diverse pipeline for succession to senior
management roles across immediate. short and longer-term
timescales. Succession planning at executive and senior management
level continues to be a priority and throughout the year the
Committee monitored the development of the future business
leaders and the available pool of talent within the Group to
strengthen our diverse management pipeline. This is essential to
mitigating people risk. ensuring a continucus level of quality in
management and that we have the required capability to deliver.
This review includes progress against the strengthening of role
profiles and development plans for high-potential colleagues.
There were no changes to our Executive Committee during the year.

Continued focus on diverse representation of our top global

leaders. specifically on gender. with a clear plan of action to
support further progress in order to achigve our aspirations.

Board diversity and inclusion policy

Policy objectives Implementation

Corporate governance

This will include senior sponsorship. robust career and
development plans and a refreshed targeted development
intervention for all high-potential women. We will also seek to
understand cultural barriers through listening sessions and
insight to inform further action arcund our policies and
waorking environment.

Diversity and inclusion

The tone for diversity and inclusion acress the Group is set from
the top. The Board believes that having a diverse leadership team
and an open and inclusive culiure where everyone is welcome
supports one of our core values: We treat people how they want
to be treated. The Board's diversity and inclusicn policy sits
alongside the Company's various diversity and inclusion policies.
These policies support the Company's wider commitment to
building an increasingly diverse business where all colleagues

are given equal opportunities through recruitment, learning

and development.

The Board believes that it is vital to have a diverse Board, with

the right balance of skills, knowledge and experience across
professional backgrounds. gender, tenure, age. ethnicity and
diversity of thought. A diverse Board with different perspectives.
insights and viewpoints in decision making ultimately benefits the
Group's stakeholders through better business performance and
decision making. The Board takes into account the recommendations
of the FTSE Women Leaders and Parker Review on gender and
ethnic diversity. As part of the annusl Board effectiveness review,
the Board considers the diversity of the Board. its Committees and
the Executive Committee. The Committee reviews the Board's
diversity and inclusion policy in detail each year and monitors the
progress against the policy. During the year. updates were proposed
and recommended to the Board for approval. including an
increase in the diversity target from 33% to 40% of women on the
Board in line with the Listing Rule requirements proposed by The
Financial Conduct Authority (FCA) in April 2022 applying to financial
periods beginning on or after 1 April 2022. The current Board
diversity and inclusion policy was approved by the Board in
Qctober 2022. The policy objectives are detailed in the table
below. The Commitiee will consider the latest recommendations
from the Parker Review when conducting its annual review of the
Board diversity and inclusion policy.

Progress against objectives

Commitment tc achieve a minimum
of 40% female representation on the
Board by the end of 2024,

Regular succession planning sessions are undertaken
threoughout the year to ensure that the balance. skills
and experiences required to deliver on the strategic
objectives are in place over the shart, medium and
long term.

Currently at 42% fermale representation
on the Board.

Commitment tc have at least one
woman in the role of a senior member
of the Board. being the Chair, CEQ.
CFO or Senior Independent Director.
by the end of 2024.

The Board is supportive of the FCA proposals. noting
the comply or explain basis. Consideration is given to
this as part of the succession planning process in the
short term.

Consideration to be given to appointing a
female Chair and/or Seniar Independent
Director as part of our succession
planning in 2024,

The Board supperts and monitors
Tesco's diversity and inclusion strategy
and management’s efforts to ensure
that the diversity of Tesco's top global
leaders is continuously enhanced

Scheduled updates to the Board. Nominations and
Governance Committee and Executive Committee

LG discuss talent managerment. succession planning.
diversity and inclusion to assist the development of a
pipeline of high-potential and high-performing candidates
with diverse backgrounds in senior management roles.
KPis established to measure progress.

We are committed to promoting diversity
and have set a target of achieving 35%
female and 14% ethnically diverse
representation of our top global leaders by
2025 Diversity of this population is currently
29% femaie and 15% ethnically diverse.

Maintain at least one Director from
an ethnic minority background.

Diversity and inclusion is considered as part of the
succession planning process

Currently meet the recommendations of the
Parker Review with both Melissa Bethell and
Imran Nawaz, being from Asian backgrounds.
17% of the Board is ethnically diverse

See page 17 for further details of the Group's approach
to diversity and inclusion. and page 103 in the Directors’
report for detail on the Group’s employment policies.

The Board’s diversity and inclusion policy is available
at www .tescoplc.com
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Corporate governance report continued

Nominations and Governance Committee continued

Board effectiveness

The Board and senior management set the tone from the top

and lead by example through effective management and good
stewardship. Effectiveness of the Board encompasses many
aspects of Board governance including: composition: skills and
expertise: independence: time commitments: conflicts of interest:
and Director re-election. The Committee undertakes detailed
reviews of each of these aspects at least annually. but

additionally as part of the succession planning discussions
thraughout the year.

Time commitments

The Board recognises the importance of all Non-executive
Directors having the necessary time to commit to the business.
Upeon appointmert. Non-executive Directors letters of
appointment stipulate the expected time commitment while
acknowledging that this may vary depending upon the demands
of the business and other events. Ali Directors make themseives
freely available as required. even at short notice. in order to meet
the needs of the business. The Committee regularly assesses the
other time commitments of Directors to ensure that each
Non-executive Director continues to have sufficient time to
devote to their role. This assessment takes into account the
number and nature of the external commitments each Director
has. and considers whether each Director has demonstrated
they have sufficient time 1o devote to their present role within
Tesco, inciuding under potential periods of corporate stress.

As previously stated. the Board was disappointed by the voting
outcome during the 2022 AGM relating to the re-election of
Bertrand Bodson. The Committee discussed the matter at iength
after the 2022 AGM and the shareholder consultation which
followed. Directors are required to seek approval before accepting
any additional external appointments. The Board continues to
firmly believe that Bertrand had sufficient time to devote to his
Tesco role. despite his other external roles. Bertrand has since
decided to step down as a member of the Superviscry Board of
Wolters Kluwer N.V. with effect from 10 May 2023.

The Board is currently satisfied that the number of appointments
held by each Director in addition to thelr position with Tesco Ts
appropriate to allow them to fulfil their obligations to Tesco.
During the year. approval was granted to Stewart Gilliland.

Byron Grote. Alison Platt and Carcoline Silver to take on

additional directorships. It was determined that the additional
time commitment. taking inte account their current overall
responsibilities. weuld not have an effect on their

commitment to Tesco as a Non-executive Director.

Independence

The Non-executive Directors provide & strong independent
element to the Board and a solid foundation for good corporate
governance. fulfilling the vital role of corporate accountability.
The Committee formally reviews the independence of each of
our Non-executive Directors at least annuaily. The Committee is
of the opinicn that each of the current Non-executive Directors
continues to be independent in character and judgement in line
with the definition set out in the Code. In assessing each Birector’s
independence. the Committee concluded that each provides
objective challenge. strategic guidance. hold management to
account and is witling to stand up and defend their own haliefs.
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Conflicts of interest

In accordance with the Companies Act 2006 and the Company’s
Articles of Association. Directors are required to report actual or
potential conflicts of interest to the Board for consideration and.
if appropriate. authorisation. If such conflicts exist. Directors
excuse themselves from consideration of the relevant matter.

On behalf of the Board, the Committee reviews the register of
authorised conflicts of interests at least annually to confirm its
ongoing authorisation of any potential or actual conflicts arising
from a Director’s interest. During the period. in reviewing the
cumulative conflicts of interests of each of the Directors. the
Committee concluded that no Director had a conflict that would
have a detrimental impact on their independence and judgement
or their time commitment to Tesco.

Annual election and re-election

Annually. the Committee considers and recommends to the Board
the re-election of Directors by shareholders at the AGM. This is
supported by each Director's individual assessment undertaken
as part of the annual Board evaluation process. The Committee
concluded that there were no reasons identified to prevent any
Director from being recommended for election and re-election

at the 2023 AGM.

Additionally, in accordance with the Non-executive Directors’
letters of appointment. the Committee also carries out a rigorous
review of performance when a Non-executive Director reaches
three years’ and six years’ service taking into account the
Director’'s commitment, contribution and effectiveness. No
Director reached their three or six-year review during the period.

Board evaluation

The Committee oversees the Board evaluation process. During
the year, the Committee reviewed the progress of the actions
identified through the 2021/22 Board evaluation and discussed
whether any further actions wouid be desirable. In addition, the
Committee reviewed the proposed approach to the 2022/23
avaluation of the Board., Committees and Directors. considering
the key themes and focus of the review.

An internal review of the Committee’s effectiveness was
conducted during the year. detaiis of which are set out on
page €6.

Full details of the 2022/23 Board evaluation
@ are provided on page 61.
"'—._._—-
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John Allan CBE
Nominations and Governance Committee Chair



Corporate governance

Corporate Responsibility
Committee.

Committee membership and tenure

Director

Member since

Lindsey Pownall. Committee Chair
John Allan

Bertrand Bodson

Stewart Gilliland*

Karen Whitworth

April 2016
March 2015
June 2021
April 2019
June 2021

* Stewart Gilhiand will take over as Commttee Chair with effect from June 2023

Details of attendance at Committee meetings is set
out on page 59.

Details of the time spent on key areas of responsibility during

2022/23 are set ot below.

Committee activity

2022/23 Evaluation of Corporate
Responsibility Committee

An internal review of the Committee effectiveness was
conducted during the year. Its findings concluded that the
Committee remained effective. Enhanced clarity and a

refocusing of Committee responsibilities have been
well received

Priorities identified
- Continue to enhance the monitoring of material
sustainability targets and issues

- Enhance communication plan to ensure stakeholders

are aware of cur actions

“As a Committee, we are passionate in
overseeing the integration of sustainability
across the Group to ensure we achieve
our sustainability targets and put our
stakeholders, communities and planet
at the heart of everything we do.”

Lindsey Pownall OBE
Corporate Responsibility Committee Chair

Key responsibilities

Sustainability strategy

- Support and advise the Board on matters relating to planet
and communities

- Qversee sustainability initiatives to support delivery of the
Group's purpose and strategic pricrities

- Support the development of the sustainability agenda
to batance short. medtum and long-term objectives

- Review and challenge initiatives supporting Group net
zerc commitments

- Monitor KPIs relating to sustainability and climate

- Mceniter external developments on sustainability

Deep dive into material sustainability matters
- Climate

- Food waste and packaging

- Health and diets

~ Community

- Sourcing

- Human rights

Governance and stakeholder engagement

- Corporate reporting relating te sustainability matters

- Stakeholder engagement on sustainability matters

- Effectiveness of Committee and review of terms of reference

The Committee’s terms of reference are reviewed
@ on an annual basis and are published on our
website at www .tescoplc.com

| am pleased to present this year's Corporate Responsibility
Committee report. During the year, we expanded our
responsibilities to assist the Board in its oversight of sustainability
governance and assurance on a range of environmentat and
community topics. The purpose of this report is to explain the
work of the Committee during the year. alongside the progress
that has been made in relation to planet and communities.

A more in-depth review of these areas can be found in the
Strategic report on pages 1to 47.

The Committee’s discussions are informed by the experience of
Tesco's senior leadership team - as those accountable for driving
responsible and sustainable growth through Tesco’s operations.
These in-depth discussions ensure the Committee stays alert to
current and emerging trends and to any potential risks arising from
sustainability issues The Committee captures these insights for the
Board through formal feedback and the ongoing sharing of knowiedge.
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Corporate governance report continued

Corporate Responsibility Committee continued

with the heightened focus on sustainability matters and the
evolving rale of the Committee. the Committee increased the
frequency of meetings during the year from three to four, with
the caore focus being the oversight of the Group's sustainability
strategy and the integration of sustainability throughout the
business operations. In addition. the Committee decided to
change its name frem the Corporate Responsibility Committee
to the Sustainability Committee. with effect from April 2023,
to better reflect the Committee’s responsibilities.

Complementing the Committee’s role. the Audit Committee is
responsible for overseeing the assurance programme of Tesco's
sustainability commitments and the Remuneration Committee
for monitoring and approving sustainability-linked performance
metrics and the alignment of senior executives” individual
objectives with sustainability goals. We collaborate closely with
these Committees and cross-Committee representation
provides a link between all the Board Committees.

Sustainability strategy

The effects of climate change and nature loss are becoming ever
more apparent and increasingly urgent. Sustainability is integrated
into the Group's overall strategy. with reducing the environmental
impact of our own and our supplier partners’ operations a key
principle of one of the Group's strategic drivers, Magnetic value
for customers. The Board is committed ta becoming carbon
neutral across Group operations by 2035 and net zero across the
supply chain by 2050. The Committee’s role is to provide oversight
and challenge on any material sustainability matters identified.
advising and making recommendations to the Board where
appropriate. The Committee is satisfied that good progress
continues to be made in understanding and managing both risks
and opportunities across the business. Further information can
be found in the Climate and TCFD sections on pages 18 to 24.

The Committee has developed & sustainability framework te
monitor progress against sustainability plans. KPIs and key
milestones, measuring brand perception against our most

material issues. This is considered alongside our planet plan which
provides a framework for all areas of the business to align in terms
of environmental performance and managing our environmental
sustainability commitments. A sustainability dashboard provides a
view of the Group’s performance which helps to ensure we stay
ahead of expectations. drive change and show transparency in our
reporting. Deep dives into material issues support the Committee
in averseeing and challenging management in the delivery of our
sustainability targets. All activities play a part in helping us to
decarbonise cur business and supply chains.

It is important for our stakeholders to be aware of and
understand the actions we are taking on sustainability initiatives.
The Committee reviews the annual customer and colleague
communications plan along with quarterly communication
updates. which provide an overview of the activity supporting
our key sustainability themes. For example. our Better Baskets
initiative through our partnership with WWF: campaigns relating
to packaging and food waste: innovation initiatives:; and the roll
out of solar panels to power refrigeration units on HGVs reducing
our carbon footprint.

Material sustainability matters
During the year, the Committee received deep dive presentations
on a number of key issues, including:

- our healthy sustainable diets programme, detailing performance
against our health strategy and commitments, the challenges
faced and how these challenges were being addressed through
the Better Baskets initiative. reformulation of Qwn Brand fires
and new launches of healthy products. The Committee noted
the good progress being made towards the target of GH% of
UK & ROI sales coming from healthy food by 2025:
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- responsible farming and sustainable agriculture. reviewing our
priorities to help to ensure Tesco has long-term sustainable
supply chains that meet our customer and shareholder
expectations. support British agriculture, animal health and
welfare. and protect and restore nature. in addition to meeting
our net zero ambitions:

- packaging and food waste. including a review of our strategy
and monitoring our commitment to halve food waste across
our own operations by 2025. An update on eliminating waste
demonstrated the progress against our *4Rs’ packaging plan
to reduce or remaove packaging. together with an update on
progress against our food waste plan for 2022, and the work
undertaken to redistribute food through our charity
partnerships. We alsc oversaw. a number of innovative
prcjects to make use of food waste. including exploring the
use of insects as an alternative protein for animal feed: and

- sourcing and hurnan rights. reviewing our human rights
strategy and managing human rights risks.

Governance and stakeholder engagement

Following the refresh of the Group's purpose in October 2021 and
the renewed focus on the most material issues of our strategy.
the Committee has undertaken a review of matters scheduled
throughout the year for discussion at its meetings to ensure it
has a detailed understanding of the key issues and challenges
faced in delivering against our sustainability targets.

The Committee is a passicnate advocate for transparency and
stakeholder engagement and continues to work on sustainability
issues alongside key stakehotders and investors. As part of our
stakeholder engagernent. the Committee regularly receives
updates from the Investor Relations team to understand the views
of our major investors. in addition, during cne of its meetings the
Committee had the opportunity to hear the views of a number of
cur major shareholders first hand. in a dedicated feedback
session. Committee members also had the opportunity to
participate in ESG investor roundtables. bringing insight and
challenge back to the business.

Empowering our stores. our colleagues and our customers to
make a bigger difference locally, and finding new ways everyone
can play a part in supporting the local community. is a key part

of our purpose. Throughout the year the Committee received
updates on the Group's community initiatives and their impact.
Given the impact of the economic crisis on many of Tesco's
customers. the Committee explored Tesce's long-standing
relationship with FareShare and The Trussell Trust who, through
donated foed from Tesco and cthers, help feed pecple in
communities. In addition. Committee members visited a branch

of the Hackney Foodbank. see page 62. To support these charities.
Tesco held its annual winter and surnmer food collections, with
Tesco customers donating 3.8 million meals and Tesco topping up
every donation by 20%. The Committee alsc reviewed a number of
other community activities. the details of which are set out in the
Stakeholder engagement section.

During 2021/22. the Group undertook a share forfeiture
programme following a tracing and notification exercise which
completed in 2022/23. Following discussion. the Committee
approved an additional £1m donaticn in suppert of FareShare and
The Trussell Trust throughout the winter period: and £4.6m over
three years to e used in the UK. Central Europe and the Republic
of Ireland towards the Tesco Cemmunity Grants fund to celebrate
the blue token voting scheme and provide for additional
community activity across the Group.

PE.eo

Lindsey Pownall OBE
Corporate Responsibility Committee Chair



Corporate governance

Audit Committee.

Committee membership

Director Member since
Byron Grota, Committee Chair June 2015
Mellssa Bethell September 2018
Caroline Silver October 2022
Karen Whitworth June 2021

All the Committee members are independent Non-executive
Directors and the Board is satisfied that Byron Grote, Mefissa
Bethell, Caroline Silver and Karen Whitworth have significant.
recent and relevant financial experience. Additionally. Byron
Grote. having held a chief financial officer role for a significant
period. and Caroline Siiver and Karen Whitworth. as chartered
accountants, are considered suitably qualified in accounting
and/or auditing. The Board considers that the Committee
members collectively have competence relevant to the
Company’s sector. in addition to their general management
and commercial experience. The Committee members’
expertise and experience is set out in each of their biographies
on pages 5110 54,

The Committee Chair invites other regutar attendees including:
the Non-executive Chair. CEQ. CFO. Group General Counsel,
the Chief Audit and Risk Officer, the Chief Technotogy Officer
and representatives of the external auditor.

Committee membership, together with attendance
at meetings is detailed in the table on page 59.

2022/23 Evaluation of the Audit Committee
Following the external evaluation conducted last year, the
2022/23 Committee evaluation formed part of the Board
evaluation process and was rated highly overall, see page 61
for further detaifs. The review found that the Committee was
coperating effectively and its broad role and remit remained
appropriate for the current needs of the business. The
relationship with supporting functions and the external auditor
were rated very highly, having an excellent balance between
being challenging and supportive. The balanced agenda was
managed efficiently and allowed for adequate challenge and
discussion. Opportunities for improvements included regular
deep dives on emerging areas. a focus on longer-term capital
planning and investment analysis, and planning for compliance
with UK regulatory reform.

This year the Audit Committee continued to focus on issues
relevant to the Group's financial reporting. considering key
accounting judgements and ensuring the ongoing quality of related
disclosures. The Committee supports the Board in fulfilling its
responsibilities regarding financial reporting, the effectiveness of
risk management and internal controts processes and compliance
matters. Further details on the division of Board responsibilities
and the Committee’s role in compiying with the UK Corporate
Governance Code are set out on page 48. The Committee’s key
areas of responsibility are detailed below and further discussion
of key activities can be found later in this report.

Financial statements and reporting

- The Committee monitors the Group's financial reporting
processes. We review and submit recommendations to
the Board, where necessary. challenging the integrity of
financial statements. including considering the impact of
macroeconomic factors on key accounting judgements and
narrative disclosures.

- The Committee reviews the Group's assessments of going
concern, longer-term prospects and viability and the distributable
reserves position prior to any declaration of dividends.

- The Committee considered proposed changes to
accounting policy.

External auditor

- The Committee considers reports from the external auditor and
management’s response Lo recommendations. It assesses the
quality of the external auditor’s contribution and effectiveness.
considers their appointment. approves auditor remuneration
and monitors the provision cf non-audit services and
associated fees.

Risk management and internal controls

- The Committee reviews and monitors the Group's internal
controls framework and risk management processes, including
key financial. operational and compliance controls. and the
identification and assessment of emerging and principal risks.

- The Committee monitors risk exposures and future risk strategy.
including the adepted strategy for capital and liquidity
management. technology risks {including data privacy and
cyber risks) and climate-related risks.

Locking ahead. the Committee will continue to monitor
macroeconomic conditions affecting the Group. In connection
with ongoing governance reform proposals specific to audit
and financial reporting. the Committee will regularly review the
development of appropriate pelicies and documentation in
respect of reporting procedures anc the implementation of an
audit and assurance policy, see page 75.

Byron Grote
Audit Committee Chair

The Committee’s full terms of reference are reviewed
on an annual basis and are published on our website

at www.tescoplc.com
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Corporate governance report continued

Audit Committee continued

Principal activities

In addition to its key areas of discussion. the Committee received
regular updates from management in relation te: key financial
controts: sustainability KPI assurance and reporting: [T general
controls; treasury: tax: pensions: insurance: capital structure: and
internal audit. The Committee also received regular updates in
relation to Tesco Bank. which operates its own audit committee
governed by specific banking regulations. The Cemmittee Chair
and the Chief Financial Officer both attend Tesco Bank meetings
ensuring that knnwledge is shared for mitiial benefit

Financial & regulatory reporting

In relation to the financial statements. the Committee ensures
that Tesco provides accurate and timely financial results,
implements accounting standards and applies judgements
effectively. During the year, the Committee considered and
recommended the approval of the interim financial results.
preliminary results and this Annual Repert. As well as monitoring
the statutory audit, the Committee also reviewed climate
risk-related disclosures, capital allocation strategy. the Group’s
distributable reserves position in advance of the declaration of
dividends and corporate governance disclosures. Details of the
significant financial reporting matters reviewed by the Committee
and how they were addressed are set out on page 74.

The Committee considered the viability and going concern
statements, their underlying assumptions and the longer-term
prospects. The Committee also considered the appropriateness
of a three-year viability assessment period after modelling the
impact of certain scenarios arising from the Group's principal
risks: recessionary impacts, global supply pressures, climate
change and data breach. The Committee received updates on
perceived challenges and viability impact that the business could
face resulting from climate change and breader macroeconomic
uncertainties. The Committee evaluated going concern over an
18-month period. which included a review of financial plans and

assumptions. access to financing and operational risk management,

contingent liabilities, and the adaptability of financial ptans. in our
review of the financial statements, we considered, and challenged
as appropriate. the accounting policies and the significant

judgements and estirates underpinning the financial statements.

The Committee received updates from the trienniai pension
scheme valuation and discussed measures to further de-risk the
Tesco UK Scheme and the impact of improving commutation
factors and the resulting increase in liabilities. The Committee
continues to monitor the impact of discount rates and volatile
bond markets on the accounting position of the Group's pension
schemes. see Note 29.

The Committee monitored the Group’'s compliance with the new
Eurcpean Single Electronic Format (ESEF) tagging and additional
requirements to ‘block tag’ policies and notes. with additional
assurance provided by Deloitte, Our use of assurance and
referencing in the 2021/22 structured annual report was given
as an example by the FRC.

As impairment remains one of the most significant areas of
judgement. we considered steps to simplify and improve the
complex impairment-model process across the Group. including
tightening review controls and ensuring stronger audit trails. The
Committee received regular updates on the store impairment and
goodwill position considering WACC trends. cashflow forecasts
and discount rate assumptions. As a result of the market
movements in cost of equity, a full impairment assessment over
Tesco Bank Goodwill was undertaken at the half year and regularly
reviewed thereafter. The Committee was satisfied that, factoring
in macro upside and downside scenarios, sufficient headrocm
existed. Our impairment methodology and details of the
impairment of non-current assets is presented in Note 14.
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Corporate governance and compliance programme
The Committee reviewed the scope of compliance work and
approach to enhanced financial controls through a combined
Finance and Technology compliance programme. It oversaw
preparaticns for formal unaudited attestation on controls
effectiveness reguired as part of expected corporate governance
reforms. receiving updates on the latest position of audit reform
proposals, and monitored implementaticn readiness across the
business. The Group commissioned an independent report that
assessed the adequacy of structures in place to effectively
respond in each reform area and implementation readiness.

Ethics & compliance.

The Committee supports the Board in discharging its
responsibilities in relation to serious reportabkle incidents, privacy.
fraud. anti-bribery. people safety. whistieblowing. annual and
Group compliance statements and received and reviewed biannual
ethics and compliance data covering the aforementioned items.
The Cornmittee discussed the controls and mitigating actions
deployed in support of the Group's overall compliance strategy
and culture to reduce instances of fraud and compliance
breaches. We assessed the effectiveness of the Group's
whistleblowing arrangements and reviewed compliance with
GSCOP. The Comimittee monitors the relationship with the
Groceries Code Adjudicator and receives reports on supplier
engagement and the internal auditing of ethical business
processes. See page 104 for more information.

Risk management

The Committee reviewed the Group’s principal and emerging risks
and mitigation strategies, with particular discussion of prioritised
risks and risk movements. We also discussed the complexity of the
Group’s supply chains and the threat of frequent disruption to
product availability due to increased volatility in external
conditions. It was considered appropriate to adopt security of
supply as a new principal risk, which was considered and approved
by the Board. The Committee received updates on various
emerging risk themes in areas such as technology. economics,
pelitical impacts, talent. climate and sustalnability. including
periodic deep dive sessions. see page 39. These are considered by
management in connection with the risk assessment process. An
assessment of the Group's principal risks and detailed scenario
analysis work to stress test liquidity was performed as part of the
viability scenaric modelling. For further information on the Group’s
risk management framework. see page 38.

External audit

At each meeting the Committee considers reports from the
external auditor. Deloitte. These concern interim and year-end
reports. audit plan. audit fees. auditor independence and
nen-audit services. early warning reports, management letter
observations and updates on ongoing audit work.

Group risk & audit

In the year there were leadership changes within the Group Risk &
Audit function. In the absence of a Chief Audit & Risk Officer. for
segregation of duties and independence purposes, a PwC audit
partner cversaw audit respensibilities in collaboration with the
Internal Audit Director. The position was monitored by the
Committee tc ensure independence was maintained. They
provided feedback on the team’s performance which confirmed
strong partnerships with management and the business. A new
Chief Audit & Risk Officer joined in April 2023. The Committee
monitors the activity, role and effectiveness of the Group Risk &
Audit function. detailed on page 74. At each meeting. we receive
updates covering a range of management issues. including periodic
reviews of the employment of former auditor employees and
non-audit services policies. the Group's audit and risk charters
and the audit plan.



Key discussions in the year

Share buyback programme

Following the Group's refresh of its capital allocation framework
last year, the Committee discussed options tc optimise the
Group’s net debt position and continue the return of surplus cash
to shareholders through ongoing share buybacks. We considered
these proposals and recommended implementation to the Board.
we continued to receive regular Lpdates on the ongoing share
buyback programme and having successfully completed £300m
under the initial programme. we announced an enlarged tranche
of £750m to be returned to shareholders. which completed in
February 2023. The Committee considered the accounting
treatment for the split of buybacks that straddle prior year ends.
Before recommending to the Board. the Committee discussed
appropriate alignment with current and ongoing Group strategy
and debated the structure of the ongoing programme against the
long term plan. The Committee considered the likely response
from stakehalders including shareholders rating agencies and
pension trustees. with whom we engaged with on future strategy.
We also discussed the evolving conflict in Ukraine and possible
perception of stakeholders.

Regulatory matters

In tight of FRC publications and thematic reviews, the Committee
considered how the key observations would be factored into the
Annual Report. The Committee discussed particular areas of
focus by the FRC and considered the broader economic
environment in corporate disclosures. Areas of enhancement
were identified and have been considered in this Annuai Report,
including discount rates. enhancements to s414 disclosures,
judgements and estimates, and improved explanation of the
assumptions used in scenario modelling for viability and going
coencern. The Committee considered the Group's energy
hedging strategy in light of the significant rise in wholesals gas
and power prices and the uncertain geopolitical landscape.

The Committee will continue to cansider the impact of charges
in the macroeconomic environment on the underlying wholesale
energy cost assumptions.

IFRS 17 reporting

The Committee received updates on the cutcome of an

impact assessment. The biggest Group impact arose in Tesco
Underwriting, who met regularly with management to consider

the position. The Committee reviewed the accounting judgements
applied and supported the application of the simple form premium
allocation approach disciosure. An explanation of how the
accounting has been applied is included in Note 1.

Environmental disclosures and the
revolving credit facility

The Committee reviewed the proposed disclosure plan and
enhancements to scenario modelling in connection with the

Task Force on Climate-related Financial Disclosures (TCFD) on
pages 20 tc 24. One such improvement included the development
of a bespoke test environment mapped to Tesco. which allows for
the modelling of potential financial impacts of climate change.
Furthermore. we can moniter the evolution of these risks over
time, The Committee was satisfied that the Group had complied
with all recommendaticns having reviewed the outcome of
assessments in the prior and current year.

The Committee reviewed the sustainability KPl assurance
programme. including the mix of internal and external assurance
provided. Deloitte were engaged to perform independent assurance
over the non-financial metrics detailed in this Annual Report,

Corporate governance

The Committee scrutinised the integrity of governance and
controls around the quality of internal data points. The Group
continue to work towards greater assurance over TCFD
disclosures and. with the support of Deloitte. will undertake

a gap analysis of the 2023 TCFD statement. in parallel to the
remeasurement of totat carbon footprint, shead of moving
to a statement with limited assurance.

The Committee reviewed the Group's renewal of its revolving
credit facility (RCF). The RCF's sustainabitity link was also
considered in the context of the Group’s viakility position and
updated to better reflect the cverall ESG strategy and alignment
with KPIs used in the Group™s performance share plan. The
Committee wilt continue to discuss the appropriate use of
ESG-related metrics within its current and future funding strategy
and the mechanism for ESG assessment. For further information
on the Group's environmental commitments and details of the
sustainability-linked targets. visit www.tescoplc.com/investors/
debt-investors/sustainability-linked-financing.

Property related transactions

Following the revised accounting policy implemented in the prior
year for property buybacks. the Committee considered the
accounting treatment of bought back JV structures. We also
oversaw the compiex buyback of property bonds in the form of
secured debt. The Committee considered the accounting
implications and impact 1o the Group’s net debt position.

A possible amendment to the APM definition was considered,
however, the Committee were comfortable that no change

was required.

Key financial controls

The ongoing financial controls compliance programme is well
progressed to support 8 formal attestation on controls
effectiveness required as part of pending regulatory reforms.
The Committee reviewed the scope of compliance work
undertaken and the approach. Updates on progress towards
enhanced corporate governance compliance and other control
improvements were provided from the CFOs of UK & ROl and
Central Europe operations. The effectiveness of key financial
controls is reviewed annually. and controls testing carried out.
Controis would remain subject to other assurance activities,
including by Group Audit who will test the primary key financial
controls on a regular basis and report their findings to the
Committee. No significant or material control issues have been
identified. Regulatory developments will continue to be monitored
and the project plan adapted accordingly as the landscape
develops.

Cyber security programme

The Committee was regularly updated on the Group’s cyber risk
management and the activities of the Group’s cyber risk
committee. set up to oversee effective governance protocols
over cyber security activities across the Group. More details on
the continued monitoring of cyber risk can be found on page 40.

IT general controls

The Committee continued to monitor the implementation of
recommendations to further enhance the Group's financiat
reporting systems and controis environment. The Committee
received regular updates in relation to several remediation
workstreams addressing IT general control weaknesses raised
by Deloitte as management letter points. Testing of the access
management environment in mainframe and non-mainframe
environments was ongoing. Several improvements were identified
to be implemented te remaove reliance on manual steps.

The Committee will continue to explere the additional controls
required by compliance measures and understand the breadth
of the control environment.
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Corporate governance report continued

Audit Committee continued

Significant financial statement reporting issues

The Committee considered the following significant issues during the year. As part of these considerations, the Committee received updates
from management and sought assurance from the internal and external auditors. The Committee was satistied with how each ot the

significant issues discussed were addressed.

Issue

How the issue was addressed by the Committee

Going concern basis for
the financial statements
and viability statement

The Committee reviewed and challenged management's assessment of forecast cash flows including sensitivity to trading
and expenditure plans. and for the potential impact of certain scenarios. including: recessionary impacts. global supply
pressures. climate change and data breach. The Committee also considered the Group’s financing facilities and future
funding plans. Based on this, the Committee confirmed that the application of the going concern basis for the
preparation of the financial statements continued to be appropriate. with no material uncertainties noted, and
recommended the approval of the viability statement. For further information. see page 46 of this Annual Report.

Acquisitions and
disposals

The Committee considered the accounting and disclosures in relation to the acquisition of The Tesco Dorney Limited
Partnership (formerly a property joint venture). The Committee alsc considered the accounting and disclosures related
to the disposal of property assets in Poland and Central Europe. including the sale of 17 mall sites. one retail park and
partial leaseback of 17 stores. For further information. see Notes 7 and 33 to the financial statements.

Impairment

The Committee reviewed and challenged management's impairment testing of goodwill. in particular in relation to Tesco
Bank. and the Group's portfolio of store cash-generating units. The Committee considered the key assumgptions and
methodologies for both value in use models and fair value measurements in order to conclude on the appropriateness of
the impairment losses and reversals recognised. This included challenging projected cash flows, discount rates and the
use of independent third-party valuations as well as considering the uncertainties arising from a macroeconomic
downturn. higher levels of operating cost inflation and climate change. The Committee also reviewed the impairment
disclosures. including sensitivities. For further information. see Note 14 to the financial statements.

Tesco Bank expected
credit losses (ECL)

The Committee reviewed and challenged management’s allowance for expected credit losses on Tesca Bank financial
assets. considering the appropriateness of key assurptions. methodologies. macroeconomic scenarios and
management overlays. For further informaticn. see Note 27 to the financial statements.

Persions

The Committee reviewed and challenged the estimates used by management in valuing pension liabilities. including
discount, inflation and mortality rates and related sensitivities. For further details. see Note 29 to the financial
statements

Pension surplus tax rate

In respect of the Interim results, the Committee considered management’s assessment of the manner in which the
Group expects to recover defined benefit pension plans in a surplus position and the resulting tax conseguences.
At the year end. the Tesco UK Scheme was in an accounting deficit pasition For further information. refer to Note 29.

Recognition and
disclosure of
commercial income

The Committee continued to monitor commercial income controls across the Group and discussed the outcome of the
cyclical internal audits on commercial income and key financial controls. See Notes 1and 20 to the financiel statements
for further details on commercial income.

Adjusting items

The Cemmittee considered the presentation of the Group's financial statements and the appropriateness of the
presentation of adjusting items. The Committee reviewed the nature of the adjusting items identified and concurred
with management that the treatment was clear. balanced and consistently applied across years. Consideration was also
given to the guality of earnings within adjusted results and related disclosures. See Note 1to the financial statements for
a definition of adjusting items and Note 4 for an analysis of adjusting items.

Alternative performance
measures (APMs)

The Committee reviewed the Group's APMs presentation and disclosure. including their level of prominence. and
considered any changes in APMs and the clarity of APM reconciiiations.

New accounting
standards issued but not

The Committee considered the implementation of IFRS 17 *Insurance contracts’. which becomes effective for the
financial year ending 24 February 2024. The Committee reviewed and challenged the key judgements made in

yet effective

determining the impact of IFRS 17 on the Group’s financing reperting and considered management's communication

and disclosure of the impacts. For further information, refer to Note 1to the financial statements.

Audit Committee meetings

The Committee held five scheduled meetings during the year.
Each meeting followed a distinct agenda to reflect the financial
reporting cycle and particular matters for the Committee’s
consideration. The Committee has a periodic and structured
ferward-looking planner. This is designed to ensure that
responsibilities are discharged in full during the year and that
regulatory developments continue to be brought to the
Committee’s attention. Meeting content is regularly reviewed
with management and Deloitte. evolving to support appropriate
discussion. Committee meetings are generally scheduled close
to Board meetings to facilitate effective and timely reporting.
An update is provided to the Board following each meeting.

Committee members regularly hold private sessions following each
meeting with both the external auditor and internal audit team to
provide an additional cpportunity for open dialogue and feedback
without management present. The Committee Chair alsc meets
with the Chief Financial Officer. acting Chief Audit and Risk Officer
and external auditor on an ad hoc basis and pricr to each
Committee meeting.
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Group Audit

Group Audit is part of the Group Risk & Audit functicn. It reports
directly to the Committee and administratively to the Chief
Financial Officer. with a remit to provide independent and
objective assurance over our Group's pricritised risks and
management structures. its purpose, authority and responsibilities
are defined in the Group audit charter. which is reviewed and
approved annually by the Committee.

Group Audit’s activity is primarily driven by the annual Internal
audit plan which is reviewed and approved by the Committee.
The internal audit plan remains under review and subject to
change throughout the year to reflect any changes in risk profile.
business objectives and external envircnment. The Committee
reviews and approves ali changes to the audit plan and receives
regular updates on the outcome of the work performed.

Management culture is considered through evaiuation of
the control envirenment as part of every audit undertaken.
However, a structured methodology and approach for
dedicated culture audits is under consideration for inclusion
in the plan for future years.



Beyond the audit plan. Group Audit also undertakes several other
assurance activities including continuous programme controls
reviews, pre-and/or post-implementation audits. advisory
reviews. and other management requested assurance. The
reporting of these reviews is often unrated and is less structured
1o enable timely advice to the business. The results of these
reviews are also presented and reviewed by the Committee.

The 2022/23 audit plan and additional assurance activities
undertaken by Group Audit have been completed and reviewed
by the Committee. which has also reviewed and approved the
2023/24 audit plan.

Group Audit effectiveness reviews

In line with the Group audit charter. the Committee’s terms of
reference and the recormmendations of the Internal Audit Code of
Practice. the Committee conducted an annual assessment of the
effectiveness of Group Audit. Conducted by an independent third
party, the overall assessment concluded that Group Audit was
effective. The assessment highlighted the strong independence
of the team and neoted their capabilities. Having considered the
results of this assessrment, as well as through ongoing review and
oversight of the assurance activities. the Committee were
satisfied with the effectiveness of Group Audit.

In the year, the Committee approved the Group risk charter,
which defines the accountabilities for conducting risk
management activities, ensuring transparency and a clear line
of separation to preserve the independence of Group Risk
and Group Audit from the business.

Internal controls

Management is responsible for identifying and managing risks. and
for maintaining a sound system of internal control. The internal
control framewcrk is intended to effectively manage rather than
eliminate the risk of failure to achieve our business cbjectives. It
can enly provide reasonable. but not absolute. assurance against
the risk of material misstatement or financial loss. The key
elements of the Group's internal control framework are monitored
throughout the year. and the Committee has conducted a review
of the effectiveness of the Group's risk management and internal
control systems on behalf of the Board. The Committee’s review
of the effectiveness of internal controls has encompassed a
review of various reports provided by management. Group Control
and Compliance, Group Risk. Group Audit and External Audit.
Annually, the Committee reviews the Group treasury policy which
contains a framework and approach to managing treasury risks.
The Committee also receives risk management updates from
various areas of the business including pensions and Tesco Bank.
Further information on the risk management process undertaken
is included on page 38. Specifically for internal controls over
financial reporting, a key financial controls framewark is maintained
and used as the basis for focused second-iine controt activities.
The results from this have been reported to the Committee
through the year. This key financial centrols framework is currently
being enhanced to meet the future needs of pending corporate
governance reforms.

Audit and assurance policy (AAP)

In line with the audit reform recommendations outlined in the
consultation paper issued by the Department for Business

Energy and Industrial Strategy, the Group is in the process of
documenting and implementing an audit and assurance policy.
Group Risk & Audit is tasked with the responsibility for facilitating
the development of the AAP, in coordination with other functions
across the three lines of defence: management controls {first line).
typically risk and compliance functions (second line} and Group
Audit (third line). The Committee will continue to menitor the
development of the AAP.

Corporate governance

External audit

As the Group's external auditor for the 2022/23 financial year.
Deloitte shared a further independent perspective on certain
aspects of the Group's financial control systems arising from its
work and reported both to the Board and the Committee.

The Committee regularly reviews the role of the external auditor
and the scope of its work. We will consider future audit needs as
part of the AAP. The Committee also considers the effectiveness
of the external auditor on an ongoing basis during the year.

Among other factors. the review covers Deleoitte’s independence,
objectivity. appropriate mindset. and professional scepticism.

The Committee’s conclusions are based on its own observations
and interactions with the external auditor and having regard to the
FRC's ‘Revised Ethical Standard 2019,

Non-audit services

The FRC’s ‘Revised Ethical Standard 2079" has reduced the areas
where the external auditor can provide non-audit services, such
that only certain types of non-audit services that are closely
related to an audit or required by law or regulation can be
provided. The Committee oversees the process for approving

all non-audit work provided by the external auditor to safeguard
the objectivity and independence of the auditor and comply with
regulatory and ethical guidance. Where Deloitte has been chosen.
they have demonstrated the relevant skills and experience making
them an appropriate supplier to undertake the work in a cost-
effective and time-efficient manner, with appropriate

safeguards in place.

Our policy for non-audit services is compliant with the FRC's
‘Revised Ethical Standard 2019'. in line with regulation. the Group
is required to cap the ievel of non-audit fees paid to its external
auditor at 70% of the average audit fees paid in the previous
three consecutive financial years.

Fees paid to Deloitte are set out in Note 3 to the financial

statements. Details of the significant non-audit work undertaken
this year are set out in the table on page 76.

Tesco PLC Annual Report and Financial Statements 2023 75



76

Corporate governance report continued

Audit Committee continued

External audit fees: non-audit and audit-related services

Key @ Increase @ No change @ Decrease

tevel of fees Level of fees
in2022/23 In 2021722 Safeguards to preserve
Nature of service (£m) (Em) Change ingdependence and objectivity
Forensic services, provision of data - 0.6 Carefui consideration of the scope of services and related
repository services for information @ threats, in particuiar the objective. reasonable and informed
needed for disciosure purposes as part third-party test. Threats are mitigated by having a separate
of ongoing claims® engagement team not involved in the audit. the subject
matter being historical and factual in nature, working with
informed management and audit partner rotation.
Section %66 skilled person reascnable 0.4 - Service is required to be delivered by an independent firm
assurance review for Tesco Bank @ and is therefore consistent with the role of independent
performed under Internaticnal auditor. Threats are also mitigated by having a separate
Standards on Assurance Engagements team not invelved in the audit.
(SAE) (UK} 3000
Other non-audit services: various audit. Q.5 0.4 Careful consideration of the scope of services to ensure
assurance and compliance-related @ the self-review and management threats are mitigated,
services together with working with informed management.
Clear separation of the engagernent teams has aisc been
established where required.
Interim Review: pertormed under b b |he Interim Keview 15 considered a non-audit service under
International Standards of Review @ the FRC "Revised Ethical Standard 2019, although the
Engagements (UK and Ireland) 2410 objectives of the review are aligned with those of the audit.
Total 1.4 1.5«

{a) Engagement predates Deleitte’s appointment as external audilor. Deloitte’s engagement on Lhis work has now ceased
{b) £63B,922 of the 2022/23 fees are not subject to the cap (all within other non-audit services). The remaining fees are all subject 1o the cap
{c) £129,773 of the 2021/22 fees are not subject to the cap (all within other non-audit services). The remaining fees are all subject to the cap.

Effectiveness, quality and appointment of the auditor
The Committee monitors the ongeing effectiveness and guality of
the audit process and interactions with the audit partner and
senior members of the audit team, through regular review
meetings, with the Finance team and management, and private
meetings. The Committee discussed feedback from the previous
review and improvements incorporated into the audit approach,
which included enhanced testing and reliance on internal controls.
greater use of technology and data analytics. and continuous
insights and improvements. The Committee recognised
improvements in the provision cf data driven insights and analysis
in connection with IFRS 16 lease liabilities and right of use assets
and revenue and cost of sales areas of the audit. In January 2023.
Deloitte's effectiveness and quality was evaluated on the basis of
feedback provided through questionnaires completed by the
Board. management and business representatives. Facilitated by
an independent third party, the responses were collated and
Deloitte was rated effective. The Committee recommended to
the Board that Deloitte be reappointed at the 2023 AGM.

The effectiveness of Deloitte will be continually monitored in
2023/24 by the Committee.

During the year. Deloitte supported management in the continued
efforts to simplify the approach to impairment testing. These
improvements reduced complexity, provided better identification
of impairment triggers and drove efficiencies in meeting
accounting standards. Internal training on the impairment
modelling tool was provided to local finance teams. which led

to improved documentation and inputting. We also notec an
increased central oversight and wilt continue to work with
management 1o further simplify the process where possible.

Over the course of the year, the audit approach aligned with the
evolution of the Group's control environment and business
strategy. Deloitte provided data driven insights and analytics to
management and the Committee. as part of their risk assessment
and testing of IT general controls. and in their review of iIFRS 16
lease balances and calculation of discount rates.

Deloitte was appointed at the AGM in June 2015 following the

conciusion of a formal tender process for the statutery audit
contract and John Adam has been lead audit partner since 2020.
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The Company is in compliance with the requirements of The
Statutory Audit Services for Large Companies Market Investigation
(Mandatory Use of Competitive Tender Processes and Audit
Responsibilities) Order 2014, which relates to the frequency and
governance of external audit tenders and the setting of a policy on
the provision of non-audit services. The Committee reviews and
makes a recommendation to the Board with regard to the
reappointment of the current external auditor each year. In
making this recommendation, the Committee monitored and
assessed their effectiveness. objectivity. independence. lead
partner rotation and any cther factors that may impact the
Committee's judgement regarding the external auditcr. The
Committee monitored compliance with the Group's policy on

the emptoyment of former Deloitte empioyees and concluded

the auditors remained independent. Based on the performance
of the auditor and its knowledge of the business. the Committee
believes that it is in the best interests of shareholders to continue
to recommend Delcitte as the external auditor. Inline with
regulation, over the course of the next year. the Committee plans
to initiate a competitive tender of the external audit contract
beginning with the 2025/26 financial year.

Fair, batanced and understandable

The Group has a strong commitment to balanced reporting.
As part of the fair. balanced and understandable review. an
advanced draft of the whole Annuai Report was reviewed by
management. as well as independent functicns. who performed
verification and assessment under prescribed guidance. The
external auditor reported findings to the Committee who
considered the Annual Report and Financial Statements 2023
and concluded that the disclosures, as well as the processes
and controls underlying its production, were appropriate.

We recommended to the Board that the Annual Report 2023
is fair. balanced and understandable while providing the
necessary information to assess the Company’s position and
performance. business model and strategy.




Corporate governance

Directors’ remuneration report

Chair’s letter.

“QOur focus this year has been on
implementing our new policy to
ensure remuneration is aligned to our
purpose and strategic priorities as
well as having regard to the wider
workforce and other stakeholders.”

Alison Platt
Committee members Dear Shareholder
Director Member since | am pleased 1o present my first Lirectors’ remuneration report as
Alison Platt. Committee Chair April 2016 Chair of the Remuneration Committee {the Committee). having
John Ailan March 2C15 taken over the role from Steve Golsby on 17 June 2022. | would like
Thierry Garnier April 2021 to take this opportunity to thank 5teve on behalf of the Committee
Byron Grote July 2015 for his exceltent work as Chair and his support to me personally
Lindsey Pownall* June 2021 during the transition of roles.

tal Lindsey Pownall witl step down from the Commtiee at the conclyson of This regort provides an update on the first implementation year

the 2023 AGM. of our remuneration policy. which was approved by shareholders
at the June 2022 AGM. The Committee appreciated the high level
Quick facts of sharehcider support for the remuneration policy and the

remuneration report. receiving 92.0% and 92.2% of votes in
favour. respectively. We also appreciated the continued dialogue
we have had with a number of shareholders, their representative
bodies and the wider stakeholder group on remuneration
throughout the year.

The Committee determines the remuneration poiicy and
packages for Executive Directors and senior managers.
When setting and operating this policy, the Committee also
has regard to workforce remuneration, the experiences of
other stakeholders and alignment with strategy and culture.

This means we can recruit, retain and motivate cur executives ; .
. ; INg ON our pur; rate,
as part of an integrated overall aporoach to remuneration. Deliver g purpose and stra ey
In 2021 we launched our refreshed purpose to reflect and

inform the way we operate in every part of our Group: Serving
our customers, communities and planet a little better every day,
Qur purpeose continues to underpin our priorities and the
decisions made by the Committee. including decisions

arcund remuneration. Ensuring incentives are aligned to our
strategic pricrities is alsc an essential part of our approach

to remuneration. More details on how cur strategic priorities
link to cur incentive arrangements are disclosed in the

Al a glance section.

Details of the key decisions taken by the Committee in
2022/23 are set out below:

- determining 2022/23 incentive outcomes for Executive
Directors and Executive Committee members.
particularly in light of the wider stakeholder experience:

- setting stretching targets for the annual bonus and
Performance Share Plan (PSP} in a continuing uncertain
and challenging environment:

- agreeing an adjustment to PSP targets to reflect an event
that was not anticipated at the time they were set: and

- determining Executive Director and Executive Committee
members’ base salary increases and the fee increase of
the Chair. all below those of the wider workforce.

This financial year has been one where we continued to bring our
purpose to life. in an ongoing challenging environment for all our
stakeholders, our communities and our environment. It has been
a year in which the economic uncertainties, made worse by the
war in Ukraine. heightened the importance of staying close to our
customers, colleagues and supplier partners. to do everything we
can 1o balance their needs. The relentless efforts to keep the cost
of the weekly shop as affordable as possible have been our highest
priority. We are proud of the efforts our colleagues have mace. in
partnership with our supplier partners. to mitigate the impact of
inflation and protect cur supply chains.

The Committee’s full terms of reference ¢an be found on
our corporate website at www.tescoplc.com.

You can see details of meeting attendance and the results of
the internal evaluation of the Committee’s performance on
pages 5% and B0, respectively.

Throughout the year. we have invested significantly in our

Directors’ remuneration report i
part index colieagues to support them during a time of such cost-of-living

Chair's letter 77 pressures. We set out overleaf some of the key remureration

At a glance 8 actions and decisions that the Committee has overseen this year
Surnmary of remuneration policy and implementation for in light of the external environment. cur purpose. our strategy and
2023/24 . 85 our commitments to stakeholders.

Wiger remuneration at Tesco a9

Context of executive pay 92

Remuneration report 97

Tesco PLC Annual Report and Financial Statements 2023

77



78

Directors’ remuneration report continued

Chair’s letter continued

Supporting our colleagues through the cost-of-living crisis

- We recognise that our colleagues are fundamental in delivering
our strategic priorities and bringing them to life in a way that
makes a difference for all our customers and stakeholders.

- As part of the wider remit of the Committee. we have focused
a significant amount of time this year on overseeing the support
that we provided our colleagues throughout the cost-of-living
crisis. This follows the support we provided to colleagues during
the COVID-19 pandemic and continues to demonstrate the
laser focus we hove on our colleagucs and communitias.

- We have introeduced a number of market-leading reward-based
initiatives during the year to suppert our colleagues. including
the largest ever single-year investment in colleague pay. Wider
support has inciuded extending discount allowances. increasing
access to hours. the ‘pay advance’ scheme 1o support
colleagues’ financial wellbeing and offering free food in
colleague rooms.

- The Committee has been equipped with knowledge and insights
through our wider workforce dashboard. which sets out how
colleague pay operates throughout the Group. This, and other
key colleague metrics, inform our decisions relating to the wider
workforce as well as executive pay.

- We set out further details on the support we have provided our
colleagues over recent years on page 90.

Colleague engagement

- Listening to the views of colleagues. on both executive pay and
in relation to their own pay. continues to be a fundamental
undertaking of the Committee.

- The Board continued to hold Colleague Contribution Panels
during the year. using the opportunity to hear directly from
colleagues across the Group. We used these forums to discuss
colleagues’ views on executive pay and other matters of
interest to them.

- The Cornmittee considers the feedback we receive from
colleagues as part of our decision making on executive pay.
Further detasils of our colleague engagement are set cut on
page 61.

- Committee members continued to spend time in the business
listering to colleagues and customers. These perspectives are
brought back te the Committee and reflected in its decisions.

Evolution of our sustainability strategy

- Following an extensive review of the most appropriate
measures for Tesco, we introduced carben reduction. focd
waste and diversity and inclusion performance measures into
the PSP last year. These measures reflect and support the
achievernent of key sustainability priorities for Tesco and align
with our purpose.

- We reviewed the appropriateness of these measures. how
effective they have been and their evolution over the past year.
We determined that the measures remained material to the
business and should continue to be PSP measures in 2023.

- Further details of how our ESG measures link to strategy are
set out on page 88,
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2022/23 business performance and

Incentive outcomes

Tesco has delivered a strong trading pertormance against a
challenging backdrop of inflationary costs, customers under
cost-of-living pressures and changing shopping behaviours.

The chart below demonstrates the performance outcomes of our
2022/23 bonus and 2020 PSP. Full details of performance against
the 2022/23 individual objectives are set out on page 98

2022/23 bonus achievement

The overall formulaic vesting level for the annual bonus is 79.1%
of maximum for Ken Murpny and 83.1% for Imran Nawaz. Neither
Ken Murphy nor imran Nawaz were in the role at the time of the
2020 PSP grant. The vesting level of the 2020 PSP award, which is
80.7% of maximum, is therefore reported here for transparency
and completeness only. Further details can be found in the At a
glance section commencing on page 81.

As set out in the 2020 Directors’ remuneration report., at the time
of the 2020 PSP grant the Committee noted that it would use the
discretion avatlable to it under the remuneration policy when
determining the PSP outcomes and would make any necessary
adjustments to ensure that the Executive Directors do not benefit
unduly from windfall gains in the event of a market recovery.

The Committee reviewed the grant price of the 2020 PSP {227 .2p)
compared to the grant price of the 2012 PSP (230.3p) and was
satisfied that no adjustments were reguired to the awards on
grant for windfall gains. The Committee has again reviewed the
position ahead of the vesting. taking into account the Tesco
share price as at 24 February 2023 (246.9p) and is satisfied that
no windfall gains have occcurred and that no adjustment is
required on vesting.

2023/24 salary and incentives

when considering satary increases and incentives for our
executives, the Committee has been mindful of both the wider
colleague experience and our fairness principles. With this in mind.
the Committee has reviewed the salary levels of the Executive
Directors and agreed increases of 3.0% for Ken Murphy and 4.0%
for Imran Nawaz. noting that these increases are considerably
lower than the increase for UK hourly-paid cofleagues of nearly
8% in 2022.

All incentive awards in relation to 2023/24 will be made in
accordance with the approved remuneration policy.
Further detaits can be found on pages 85 to 88



Appropriateness of remuneration

The Committee continued to review the appropriateness of
remuneration decisions. including incentive outcomes for
executives, salary increases for 2023/24 and implementation
of the policy in 2022/23. In doing so. it considered overall
business performance as well as the wider experience of our
key stakeholders, namely our customers, colleagues. supplier
partners and shareholders. Balancing the needs of all our
stakeholders continues to be at the heart of our purpose. In
particilar the Committer ronsidered the falloaing factnrs in
determining remuneration decisions:

Key stakeholder Factors considered by the Committee

Customers - Solid UK market share performance and the

only full-line grecer to gain market share
over three years.

- Competitiveness of offer recognised by
customers in a tough market. Brand NPS
now highest of the full-line grocers and
outperformed market on customer satisfaction.

- Powerful combination of Aldi Price Match.
Low Everyday Prices and Clubcard Prices helping
ease cost-of-living pressures, leading to our
most competitive offer ever.

Colleagues - Colleagues in every market received substantial
investmenits in their base pay. with the biggest
ever investment in the pay of hourly-paid UK
colleagues to £11.02 per hour

- Great Flace to Work score remained high
at 82%.

- Raised the cap on colleague discount allowance.

- Introduced pay advances to support financial
wellbeing.

- Increased access to vacant hours in stores.

- Improvement made to the free food offer in
colleague rooms.

Suppllers - Supported British dairy farmers, increasing the
price we pay for milk by around 20%.

- Invested more than £30m into the British pig
supply chain, helping to support with increased
on-farm costs.

- Investment of £27.5m in the UK egg sector.

— Number 1retailer in the Advantage supplier
survey for a seventh year.

Shareholders - Delivered ancther year of strong growth.
— The Board 1s recommending a final dividend
of 7.05p taking the full-year dividend to 10.90p.
in ling with tast year's full-year dividend.
- (Cngoing commitment to buy back a further
£750m of shares by April 2024,

Communlty - Tesco and our customers provided more than
52 million meals through donations to food
banks and our communities

- Introduced Kids Eat Free at Tesco cafes during
schoot holidays.

Based on an assessment of business and executive performance
and the wider stakeholder experience as set out above. the
Committee is satisfied that the outcomes of the annual bonus
and PSP reflect both the performance of the business and the
experience of stakeholders. including the wider workforce.

It therefore believes no discretion should be applied.

Corporate governance

The chart below shows a breakdown of fixed and performance-
based remuneration (excluding any buyout awards) paid to Ken
Murphy and Imran Nawaz in respect of 2022/23 and 2021/22.

Ken Murphy Imran Nawaz

Ken Murphy and Imran Nawaz joined the Board on 10ctober 2020 and 1 May 2021,
respectively As such, neither of them was eligible to participate in the 2020 PSP,
Imran Nawaz?'s 2021/22 remuneration re‘lects his appomntment date

Committee changes

As announced on 28 February 2023. Lindsey Pownall will be
stepping down from the Board and the Committee at the
conclusion of the 2023 AGM. On behalf of the Committee.
{ would like to thank Lindsey for her insights and invaluable
contribution during her time on the Committee. Her
willingness to address challenging situations and provide
constructive solutions will be missed.

In September. Dame Carolyn Fairbairn will be joining the
Committee and [ look forward to her contribution.

On behalf of the Committee. | would like to thank shareholders
for their input and engagement in the year and we welcome
any comments you may have on this report.

P - AP /s

Alison Platt
Remuneration Committee Chair

Within this Directers’ remuneration report we have used
colour coding to define different elements of remuneration:

I:l Salary D Annual bonus
D Benefits l:] PSP
D Pension E] Shareholding

Detzils of the definitions of the financial performance
measures used throughout the Directors’ remuneration
report are set out on page 99.
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Directors’ remuneration report continued

Committee overview

How the Committee spent its time

The Committee met five times during the year. four of which were
scheduled meetings and one ad hoc. The chart below summarises
the key issues the Committee spent time discussing:

Evaluation

The performance of the Committee was assessed as part of the
internal Board evaluation process carried out during the year.

| am pleased to report that the Committee is regarded as
operating effectively and the Board is assured by the quality of
the work performed by the Commitiee. Details and results of
the wider Board evaluation process are set cut in the
Corporate governance report on page 61.

Committee advisor

To ensure that the Committee continues to operate in line with
best practice, it has appointed PwC as an independent external
advisor. It is a member of the Remuneration Consultants Group
and. as such, votuntarily operates under the code of conduct in
relation to executive remuneration consulting in the UK. PwC was
initially appointed in 2015 and then reappointed in 2020 following
a competitive tendering exercise.

Total fees for advice provided to the Commitiee were £69.500
(2021/22: £127.950) on a time and materials basis. The wider PwC
firm also provided Tesco with several other services during the
year relating to corporate and other tax compliance. governance.
assurance and global mobility projects. However, the Committee
is satisfied that the PwC engagement partner and advisory team
that provide remuneration advice to the Committee. have no
connection with the Company or individual Birectors that might
compromise their independence or objectivity.

The Group Chief Executive. Chief Financial Officer, Chief People
Officer and members of the Reward team attend meetings at the
nvitation of the Committee to provide advice and respond to
guestions. The Group Company Secretary is Secretary to the
Committee. No Directors or executives are present when their
own remuneration is discussed and they are not involved in
determining their own remuneration.
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Voting at 2022 AGM
The table below sets out the voting outcome on the remuneration
policy and remuneration report at the 2022 AGM:

Votes

Votes for  Votes against withheld

{rmillions) Imillions) {milhions)

Remuneration policy 5.148 449 8
{91.98%} (8.02%)

Remuneration report 5,166 436 2
{92.229%) {7.70%)

The Committee engages in regular dialogue with shareholders
and annually invites major investors to discuss its remuneration
practices and governance matters. The Committee finds such
meetings a valuable opportunity to receive feedback on its work
and the key issues it is considering. it als¢ finds the feedback
received extremely helpful in informing its decisions. In addition,
the Committee also monitors the views of other stakehoiders
and broader developments in executive remuneration generally.

Committee’s priorities in 2023/24
As well as considering its standard business. the Committee wilt
also focus during 2023/24 on areas including:

- overseeing wider workforce remuneration. policies and
practices. This will aim to ensure pay fairness across the
workforce. that there is a consistent cascade throughout the
Group and that the rewards, incentives and conditions available
to colleagues are taken into account when considering the
remuneration of Executive Directors and other executives:

- ensuring all aspects of remuneration are viewed through a
sustainability lens. This will include monitoring our current
sustainability measures and considering whether new measures
should be used for future PSP awards to reflect our evolving
sustainability strategy:

- ensuring colleagues’ views on pay. policies and practices are
attained through the Colleague Contribution Panels, Every Voice
Matters surveys and meetings and that these are reflected in
the decisions the Committee takes: and

- monitoring developments on our purpcse and strategy to
ensure remuneration practices and policies are consistent with
the Group's long-term goals and aligned to the interests of all
our stakehoiders.



Corporate governance

At a glance.

Remuneration outcome for the year

The charts below show the 2022/23 potential remuneration opportunity and actual achievernent compared with the 2021/22 actual
achievement (excluding any buyout awards). Imran Nawaz's 2021/22 actual remuneration reflects his appointment date of 1 May 2021,

The relevant figures for each element of remuneration that make up the figures. as shown below for the Executive Directors. can be found in
the table on page 97. Neither Ken Murphy nor Imran Nawaz received a PSP payout in 2021/22 or 2022/23 due to their dates of joining the
Board preceding the grant dates.

Ken Murphy Imran Nawaz

Fixed versus performance-linked remuneration

A significant propartion of £xecutive Directors' remuneration is performance-linked. long-term and at risk due to withholding and
recovery provisions for a period during which the Committee can withhold vesting or recover sums paid. The charts below show the fixed
and performance-linked and short-term and long-term elements of pay for the Group Chief Executive and Chief Financial Officer based
on maximum payouts. As half of the annual bonus payout is deferred into Tesco shares for three years. it is deemed long-term for the
purpose of the chart.

Ken Murphy Imran Nawaz

Pay at risk
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Directors’ remuneration report continued

At a glance continued

Five-year total remuneration for the Group Chief Executive role

The Single total figure of remuneration (STFR} is disclosed each year in respect of each individual who has performed the roie of Group Chief

Executive {CEQ). However, under the UK reporting regulations. there is currently no requirement to show the SI1FR In aggregate tor all
individuals who have performed the role of CEC during the year. The chart below shows how the STFR of the CEC role has evolved over
the past five years, including payments to the current CEQ and the previous CEC in each year. This combines the CEQ $TFR with amounts
disclosed in the 'Payments to former Directors’ section for the previous CEQ in relation to the relevant financial year as per the single

total figure methodology.

tal The 2021722 higure includes £363.000 in compensation for mceme forfeited under a nan-compete clause with the current CEQ's previous empioyer.

2022/23 annual bonus outturn {audited)

The chart below shows the outcome of the 2022/23 annual bonus. We set out a summary of overall business performance on
pages 2 to 37 within the Strategic repctt.

Thresholg Target Stretch Quicome achieved
Annual bonus measure 25% payout 50% payout 100% payout Weighting Ken Murphy Imran Nawaz
Group sales 30% 28.1% 28.1%

Actual £57,689m

£54.531m £56.218m £57.906m

Adjusted operating profit 50% 36% 36%
Actual £2.624m

£2.350m £2.540m £2.731Im
Individual objectives Details of performance are set out on page 98. 20% 15% 19%
Total 100% 79.1% 83.1%

The performance outcome resulted in the following annual bonus payouts:

Actual annual
bonus deferred
into shares

2022/23 base Annual borus {50% of actual

salary opportuhity Actual award Actual award Actual award annual bonus)

(£ 000} {% salary} 1% maximum} (% salary) {£°000) {£'000)

Ken Murphy 1,380 250 79.1 197.8 2.730 1,365
Imran Nawaz 730 225 83.1 187.0 1.365 582
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2020 PSP outturn (audited)
The chart below shows the outcome of the 2020 PSP award. Neither Ken Murphy nor Imran Nawaz was granted awards as these
preceded their joining dates. We set out further details of the award on page 98.

Threshoid Stretch
PSP measure {25% payout) {100% payout) weighting Outcome achieved
Cumulative free cash flow 50% 50%
Actual £5.5bn
£2.9bn £5 1bn
Adjusted diluted EPS 50% 30.7%
Actual 21.1p
25.4p
Total 100% 80.7%

Strategic alignment disclosure for 2023/24 implementation

The Committee believes it is vital that a significant proportion of the remuneration package for the Executive Directors and senior
management shouid be performance-related and that performance measures are aligned to our purpose and strategic priorities.

Strategic priorities

Magnetic value
for customers

I love my Tesco
Clubcard

Easily the most
convenient

@ Save to invest

Purpose

@ Customers

228 Communities

Planet

The below tables set out our Incentive performance measures and how these align to our purpose and strategic priorities:

Alignment to strategic priorities Alignment to purpose

2023 PSP

Cumulative Retall free cash flow (37.5%)

Adjusted diluted EPS (37.5%)

Profitable growth and free cash flow
are key elements of our multi-year

performance framework. They are
aligned to the delivery and success

of our strategic pri

orities over the

medium and long terms.

We aim to continue to
@ be a champion for
customers. providing
great vatue. high-quality
products wherever.
whenever and however
customers want them.

ClO

ESG measures {25%) Carbon

Aligned to the Group's commitment to This is a critical time for
@ cur planet. As a

be carbon neutral across our cwn

responsible company

new ways to reduce our

reduction (8.3%) )
operations by 2035 and brings to life
our purpose to serve our planet a fittle we are therefore finding
better every day.

Food waste Aligns to our goal of halving food waste impact on the

reduction {(8.3%)

across our own operations by 2025 ;
and brings ta life our purpose to serve collzborate with our

our planet a little better every day.

environment and

supplier partners and
customers to help them
do the same.

Diversity and
inclusion (8.3%)

We aim to increase the diversity of

our leadership teams. so we better

represent the communities we serve. everything we do is key :I

Embedding diversity and
@ building inclusion into

to our business success
and helps us connect to
our communities.
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Directors’ remuneration report continued

At a glance continued

Alignment to strategic priorities Alighment to purpose

2023/24 annual bonus

to the market and growing, or at least
maintaining, our core UK market share.

Group sales (30%) Our ambition is to drive top-line growth by We aim to prpw’de
increasing customer satisfaction relative customers with

brilliant. helpful
service in every corner
of our business. with

Adjusted operating profit [50%) Qur ambiticn is to grow absolute profits
while maintaining sector-leading margins

products ang services
that are sustainable

through leveraging our assets efficiently and accessible to all.

across all channels, exploiting new revenue
streams across our digital platform and
targeting productivity initiatives.

Individual performance (20%)

Individual objectives
are aligned to each
part of our purpose:
customers,
communities and
planet.

Individual objectives are aligned to our
strategic prigrities. Further details are set
out on page 98.

CICIO

Shareholding requirement (audited)

The Committee wants to incentivise Executive Directors to take a iong-term, sustainable view of the Group's performance. For this
reason. when the Committee looks at the remuneration paid in the year. it also looks at the total equity Executive Directors hold and
its value based on the Group’s performance.

The charts below set out the progress of Ken Murphy and Imran Nawaz toward the minimum shareholding requirement and how
Ken Murphy’s shares could build up over the medium term. Following the vesting of the majority of his buyout awards. imran Nawaz

has achieved 284% of his shareholding requirement of 300% of salary. Both Ken Murphy and Imran Nawaz are required to retain alf
shares that vest to them. net of any tax liabitity, until the shareholding guideline has been met.

Executive Director shareholdings % of base salary (audited)
Ken Murphy - 2022/23 Imran Nawaz - 2022/23

Actual 69% 400% Actual 284% 300%

Ken Murphy - potential build-up of shareholding over time

€69% >> 102%>> 208%>> 314%> 420%>

2022/23 2023/24 2024/25 2025/26 2026/27

ta) Build-up of shares is based on actual 2021/22 and 2022/23 annual bonus outcomes and future annual bonus and PSP outcomes being $0% of maximum (of which 47% is
deducted to cover statutory deductions), no change in base satary or guantum of awards. no dividend equivalents added and a constant share price of 238 7p.

(o) Between 25 February and 12 April 2023 Ken Murphy acquired 55 partnership shares under the Buy As You Earn (BAYE] ptan No ather changes in Executive Director share
interests occurred in the period.

1) The value of Executive Directors’ shareholdings is based on the three-month average share price of 238.7p te 25 February 2023

The table below sets out the number and value of shares held by Executive Directors at the beginning and end of the financial year
and the total value of these shares using the opening price and closing price for the year. You can see full details of Executive
Directors’ interests in share awards on page 99.

Total value of Difference
Number of Deferred shares and awards in value
shares held outright share awards™ {£'000) (£°000)
27/02/2022 25/02/23 27/02/2022 25/01/23 27/02/2022 25/02/13
Ken Murghy 46.924 74,593 - 613,160 £136 £1,642 £1.506
Imran Nawaz 525.033 742,930 - 237,402 £1.521 £2,340 £819

(a) Net number of shares, after deemed statutory deductions of 47%, count towards the shareholding requirement
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Summary of remuneration
policy and implementation

for 2023/24.

The purpose of the remuneration policy remains to attract. retain and motivate the talent capable of delivering our purpose and strategy
and provide clear leadership. In this way, it aims to create long-term sustainable performance and increased sharehalder value.

The tables below set out a summary of the proposed remuneration policy for Executive Directors and the time period of each element
of pay. The full policy was approved by sharehoiders at the AGM on 17 June 2022 and can ke found in the 2022 annual report. which is
available on the Company’s website at www.tescoplic.com/investors/reports-results-and-presentations.

Total pay over five years

| Year 1 Year 2 | Year 3 Year 4 | Year &
I 1 T
Fixed pay (base
salary. benefits
and pension)
A | 50% in cash 50% in shares
Dgz‘:z One-year Three-year deferral period
performance period No further performance conditions
Three-year Two-year
PSP performance period holding period
Base salary

Purpose and link to strategy
Supperts the attraction and retention of the best talent with the capability tc develop
and deliver Tesco's strategy.

Operation
Salaries are normally reviewed annually by the Committee, with changes being effective
from 1June. Salaries take account of:

- role. skills, experience and performance:

- pay and conditions elsewhere across the Group. including the wider workforce: and

- salary levels at leading FTSE companies and other large consumer businesses in the
UK and internationally.

Any increases proposed will normally be in line with or below the typical level of
increase awarded to other colleagues. Increases above those granted to the wider
workforce may be awarded in certain circumstances such as where there is a change
in responsibility, experience or a significant increase in the scale of the role.

Where a new Executive Director has been appointed on a below-market rate of
pay initially. a series of increases above those granted to the wider workforce may
be given over the following few years. subject to individual perfermance and
development in the rcle.

Implementation in 2023/24
Increases of 3.0% and 4.0% will be applied
to the salaries of Ken Murphy and Imran
Nawaz. respectively. so that the salaries
from 1 June 2023 are:

Ken Murphy: £1.421.786
Imran Nawaz: £759.200

These increases are below those awarded
10 the wider workforce.
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Directors’ remuneration report continued

Summary of remuneration policy and implementation

for 2023/24 continued

Benefits

Purpose and link to strategy
Provides market-competitive and cost-effective benefits to support the attraction and
retention of talent.

Operation
Benefits take into account local market practice, typical benefits and the policy for other

colleagues. Core benefits include a car or cash allowance and a driver. incapacity benefits.

private medical insurance and life assurance. Other benefits (including relocation and
commuting support) may be offered as required. We periodically review the range and
value of benefits. There is no pre-determined maximum limit.

implementation in 2023/24
Normal Company benefit pravision.
Commuting support for Ken Murphy
to cease on 31 March 2023,

See page 97 for further details
of benefits provided in 2022/23.

Pension

Purpose and link to strategy
Provides a competitive level of retirement income to help the attraction and retention
of talent.

Operation

A defined contribution scheme or a cash allowance in lieu of pension.
The maximum contribution for Executive Directors of 7.5% of base salary
is aligned to the wider workforce.

Implementation in 2023/24
Cash allowance of 7.5% of base salary.

Annual bonus

Purpose and link to strategy

Incentivises and recognises delivery of the Group's strategic, operational and financial
targets. Provides a focus on key financial and cperational goals and on the individuat's
contribution to the Group's performance. Aligns the interests of Executive Directors
with sharehoclders through the 50% deferral of bonus outturn into Tesco shares.

Operation

Maximum award of 250% of base salary. 50% of bonus earned is deferred into Tesco
shares for three years subject to continued employment. with the remainder paid out
in cash after the end of the financial year.

Dividend eguivalents in the form of additional shares are payable on deferred annual
bonus awards that vest.

Up to 25% of bonus is paid for threshold performance.
Performance metrics. weightings and stretching targets are set by the Committee at the
beginning of the performance period. Performance is measured against financial and

non-financial targets. At least 70% of bonus is based on financial performance.

The Committee may apply judgement in making appropriate adjustments to annuat bonus
outcomes to ensure that they reflect underiying business performance.

Malus and clawback provisions apply.

Implementation in 2023/24
The following maximum copportunities
will applyin 2023/24:

- CEC 250% of salary
- CFO 225% of salary

Performance measures
(as a percentage of maximum):

- 50% adjusted operating profit
- 30% Group sales
- 20% individual performance

The Board considers bonus targets to be
commercially sensitive as they could inform
Tesco's competitors about cur budgeting.
However, full and transparent disclosure of
targets and performance outcomes will be
set out in next year's Annual Report.

See page B2 for further details
of annual bonus outturns for
2022/23 and page 93 for
details of malus and

clawback provisions.
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PSP

Purpose and link to strategy

Incentivises and rewards the achievement of Tesco's strategic. financial and ESG targets.
Provides a focus on long-term value creation and alignment with the long-term interests
of shareholders and other stakeholders.

Operation
Maximum award of 350% of base salary Up to 25% of an award may vest for
threshold performance.

Performance metrics. weightings and stretching targets are set by the Committee at the
beginning of the performance period. Awards are granted annually with vesting dependent
on the achievement of financial and non-financial performance conditions over three
years. They are also subject to an additional two-year holding period after the vesting date.
with shares held in a corporate sponscred nominee account. Dividend equivalents in the
form of additional shares are paid cn PSP awards that vest.

The Committee may adjust the formulaic vesting outcome either up or down to ensure that
the overall outcome reflects the underlying business performance over the vesting period.

Malus and clawback provisions apply.

Impiementation in 2023/24
The following maximum cpportunities
will apply in 2023/24:

- CEC 275% of base salary
- CFC 250% of base salary

Performance measures
las a percentage of maximum}:

- 37.5% adjusted diluted EPS
- 37.5% cumulative Retail free cash flow
- 25% ESG measures
See page 98 for further
detalls of 2020 PSP outturns
and page 88 for PSP awards to
be granted in 2023. Details of
malus and clawback provisions
can be found on page 93.

All-colleague share plans

Purpose and link to strategy
To encourage eligible colleagues to build up a shareholding in Tesco.

Operation

Executive Directors are eligible to participate in appiicable all-colleague share plans on
the same basis as other eligible colleagues in the UK. These currently comprise the
Company's Save As You Earn {SAYE) and Buy As You Earn (BAYE) plans. on identical
terms 1o other UK colleagues.

Implementation in 2023/24
SAYE and BAYE plans will continue
to be operated in 2023/24.

Shareholding requirement

Purpose and link to strategy
Ensures alignment between the interests of the Executive Directors and shareholders.

Operation

The Group Chief Executive is required to build and maintain a helding of shares to the value
of 400% of salary, and the Chief Financial Officer to 300% of salary. Executive Directors
are required to retain all shares that vest to them. net of any tax liability. whether from

the annual bonus, PSP or buyout awards. until the relevant sharenoliding guideline

is satisfied.

Following their departure from the Company. Executive Directors are reguired to hold
whichever is the lower of their shareholding guideline or their actual sharehotding for two
years. They must hold their shares covered by the post-cessation shareholding
reguirement in a corporate sponsored nominee account.

You can find details of the outstanding share awards held by Executive Directors on
page 99.

Implementation in 2023/24
Shareholding requirement will continue to be
operated in 2023/24.
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Directors’ remuneration report continued

Summary of remuneration policy and implementation
for 2023/24 continued

PSP awards to be granted in 2023/24

The table betow sets out the financial performance measures and targets for the 2023 PSP award grant:

Threshold Stretch
Measure weightng (25% vesting) 1100% vesting)
Adjusted diluted EPS 37.5% 22.2p 33.3p
Cumulative Retail free cash flow 37.5% £3.869m £5.803m

In line with cur policy. any PSP outcome for Executive Directors will only become available following the end of a two-year holding period
such that the total vesting pericd is five years from the date of grant. Malus and clawback provisions apply 1o the awards.

ESG measures and targets for the 2023 PSP and the evolution of our ESG targets

Sustainability is central to cur purpose and strategy and the implementation of our 2022 remuneration policy links executive pay directly
to three of our most material sustainability areas. Our sustainability strategy will evolve over time and, as such, we anticipate that our
ESG performance measures will simultaneously evolve to ensure they remain material to the business.

The table below sets out the ESG performance measures and targets for the 2023 PSP award and demonstrates how our PSP targets
continue to evolve towards achieving our long-term sustainability commitments. Further details ot our sustainabilty commitments are set

out on page 18.
@ Carbon Food waste 508 Diversity and
reduction reduction inclusion

Journey to 2022/23 ]
Our commitments Carbon neutrality across our Group Halve food waste in our own 35% of our top global leaders will be
operations by 2035 (brought operatiens by 2025, female and 14% will be from an
forward from 2050). ethnically diverse background by
2025,

Net zero across our total emissions
footprint by 2050. including cur
supply chain and products.

2022 PSP stretch targets 60% reduction in Scope 1and 2 5% reduction in tonnes of food 40% female and 15% ethnically

[to achieve by 2024/25) market-based GHG emissions wasted as a percentage of food diverse top giobal leaders compared
against a 2015/16 baseline. handled compared with a baseline with a baseline year of 2021/22

year of 2016/17.

Progress toward targets at 55% reduction. 45% reduction. 29% female and 15% ethnically

2022/23 year end diverse.

|2023 PSP ESG performance measures (to achieve by 2025/26)

Definition Reduction in Scope 1and 2 Reduction in tonnes of food wasted as @~ Percentage of female and ethnically
market-based GHG emissions percentage of food handied compared diverse top giobal leaders compared
against a 2015/16 baseline. with a baseline year of 2016/17. to a baseline year of 2021/22.

Woeighting 8.3% 8.3% 8.3%

Thresheld (25% vesting) 58% 51% Female - 35%/Ethnicity — 16%

Stretch (100% vesting) 62% 57% Female - 42%/Ethnicity - 18%

We are applying a higher degree of rigour than ever before with regard to our materiai sustainability goals and progress. For our most
material issues. we publicly report progress with clear KPIs and provide full transparency on our historic performance. Cur most material
KPls are Group-wide and our reporting is assured by an independent third party. Wherever applicable. we align our reporting methodologies
to recognised disciosure standards. Our Sustainability Accounting Standards Board disclosure, along with ail our KP| performance data can
be found in our sustainability databook. Further details of cur approach to sustainability are detailed on pages 18 te 25.

Board Chair and Non-executive Director fees

The fees for the Chair of the Board and the Non-executive Directors are reviewed each year. The Board Chair's fee is reviewed by the
Committee {without the Board Chair being present) and the Non-executive Director fees by a committee comprising the Board Chair, Group
Chief Executive and Chief Financial Officer. In July 2022. following a review of independently sourced data. increases awarded to the wider
workforce and the time commitments of the Board Chair and Non-executive Directors. it was agread to increase the Board Chair's fee and
the average total fees paid to Non-executive Directors from 21 August 2022 by 2.6% and 2.8%. respectively. Both increases were below the
increases for the wider workforce.

15eptember 2021 From

to 20 August 2022 21 August 2022 Increase
Non-executive Board Chair fee £687.000 £705.000 2 6%
Non-executive Director fee £80.5C00 £82.750 2.7%
Additicnal fees:
Senior Independent Director £28.500 £30.000 5.3%
Chairs of the Audit. Corporate Responsibility and Remuneration Committees £32.500 £33.000 15%
Membership of Audit. Corporate Responsibility. Nominations and Governance, and Remuneration
Cammittees £15.000 £15.500 3.3%
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Wider remuneration
at Tesco.

The principles of a fair workplace
To live up to our purpose. our colleagues need to reflect and represent the communities we serve. Tesco aims to be a place where

colleagues can get on. as they wish, irrespective of their background. We are proud of our long history of helping cclleagues develop
their careers in Tesco.

The following principles guide our approach to reward:

Competitive
Setting pay with

reference to internal
relativity and external

Fair

Achieving consistent
outcomes through flexible
and transparent policies

Simple

Helping all colleagues
to understand how they
are rewarded

market practices

How we bring our principles to life
Tesco provides colleagues across the Group with a competitive reward package. The Committee has responsibility for reviewing
remuneration and related policies for colleagues throughout the Group. This ensures we take into account the reward. incentives and
conditions available to colleagues when cansidering the remuneration of Executive Directors and senior management.

Sustainable

Aligning reward to
business strategy and
performance

In Tesco's UK business in 2022/23. colleagues received a reward and benefits package in line with the elements set out in the table below.
The purpose of each element is the same for all colleagues. creating a consistent cascade throughout the organisation.

WL-3

Executive Drectors, Executive Cammities ana WLA-5 Other colleagues

Houwrly-pad colleagues in stores

Base salary Base salary supports the recruitment and retention of co'leagaes of the calibre. capability ard experience needed to perform their
roles. Base salary provides fixed remuneration and reflects the size. scope and compilexity of individual role responsibilities

Benefits A market-competitive level of benefits for colleagues. enhancing the reward package and providing other reasons to work at Tesco.
such as discount in store.

Pension The opportunity to save for retirement. with the emplaying company matching employee contributions

All-colleague
share plans

The opportunity tc purchase shares in Tesco.

Annual bonus

The opportunity for colieagues to receive an annua bonus for delivering against business and
individual goals The opportunity gives colleagues a balance between fixed and variable oay
related to market practice pased on role

At senior evels. a proportion of any bonus is deferred into Tesco shares to provide additional
alignment witn shareholders’ experience.

Our pay approach aims to provide
repular and predictable earnings
through competitive base pay for
our hourly-paid store colleagues.

We agreed with our unions in 2019
that hourly-paid colleagues in stores
would not receive an annual bonus.,
replacing it witn a higher base rate
of pay. In distribution. colleagues
who have transferred to the new
2022 contract no lenger receive an
annual bonus. replaced with
enhanced rates of pay.

Perfermance
Share
Plan

Colleagues with responsibility for long-term Group
performance are incentivised to achieve Tesco's
strategy and create sustainable shareholder value.

MeasJres and targets for long-term incentive plans
are consistent for all parti¢ipants and measured over
a three-year period

A two-year holding pericd aiter the vesting date also
applies at Executive Director level.
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Directors’ remuneration report continued

Wider remuneration at Tesco continued

The balance between the different elements of remuneration
depends largely on the role and seniority of colleagues. Junior
colleagues’ remuneration is principally fixed pay. reflecting our
principle of helping to support a decent standard of living. where
regular pay levels help with personal budgeting and planning.

For mare senior colleagues. remuneration is weighted maore
towards variable pay. which can increase or decrease based on
the performance they achieve against our goals. This approach
to pay design also reflects each individual's ability to influence
Tesco's perfoermance.

While the balance of the elements of remuneration may differ,
our consistent overall principle is that all colleagues shouid be
paid competitively against the relevant pay benchmark.

We regularly ask colleagues across the Group how they feel
about pay and benrefits at Tesco. In cur 2023 Every Voice Matters
colleague survey, 63% of colleagues agreed that the total reward
package at Tesco is competitive. which is welt ahead of relevant
external benchmarks. In addition. 83% of colieagues said they
are able to work flexibly and 85% feel they can be themseives at
Tesco, without fear of judgement. 66% of colleagues feel Tesco
supports them with their financial wellbeing, Our colleagues are
the heart of our business and Tesco remains committed to
building an inclusive workplace where everyone can get on.

Our onpoing initiatives inciude:

- championing health and welibeing to support cur colleagues
in and out of wark through a defined offer of mental. physical
and financial wellbeing;

- ensuring inclusivity in everything we do by embedding inclusive
behaviours to build an inclusive workplace with a sense of
belonging. led by inclusive leaders:

- equipping our cclleagues with the skills they need to succeed
now and in the future through various skills and career
programmes: and

- developing the next generation of talent through programmes
for interns, apprentices and graduates.

Colleague engagement

Engaging with colleagues and understanding their views is vital

to the Committee and its decision making. During the year. six
Colleague Contribution Panels (CCPs} were held. They provide an
cpportunity to seek the views of colleagues from across the Group
on areas of specific interest to the Board, its Committees and our
colleagues. They also aliow colleagues to gain an understanding of
the role and responsibilities of the Board and its Committees and
provide colleagues with the opportunity to ask any questions. We
set out further details of the CCPs on page 63.

During the year, the Committee reviewed the pay, policies,
incentives and demographics of the wider workforce across the
Group and the findings from the Every Voice Matters colieague
survey. During 2022 a Group-wide review of benefits was
undertaken to determine what colleagues value most in their
reward package and where improvement can be made,
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In additicn. Directors regularly visit stores. distribution centres.
customer engagement centres and offices to meet with colleagues
to gauge their overall opinians and assess our culture.

We use the information provided by colleagues to guide our
approach to Executive Director and senior management
remuneration.

Understanding workforce arrangements

The Committee believes it is important to understand how
colleague pay and other key colizague metrics operate throughout
the Group. The Committee therefore receives regular updates
throughout the year on these metrics via the wider warkforce
dashboard. which sets out a broad range of informaticn. inciuding:

- asummary of colleague demographics:

- results from our Every Voice Matters survey, including
satisfaction with reward:

- colleague pay positioning split by location:

- asummary of UK store colleague hourly pay versus
comparators, the National Minimum Wage and Naticnal
Living Wage:

~ salary budgets by business:

- incentive cutcomes by business; and

- CEO pay ratio and gender pay gap over multiple years,

The Committee is therefore well positioned to take this context
into account when setting the pay of Executive Directors.

Caring for our colleagues - wider colleague reward
interventions

Qur fantastic team of colleagues is at the heart of Tesco. Last year
we reached an agreement with USDAW for a substantial increase
in UK base pay - by 5.8% to £10.10 for hourly-paid colleagues in our
stores and customer fulfilment centres (CFCs) effective July 2022.
We also announced & one-off thank you payment of 1.25% of
annual earnings to hourly-paid store, CFC and customer-
engagement centre colleagues in the UK.

This year the cost-of-living challenges faced by cur customers and
colleagues alike have been very much front of mind. Tesco is
proud to have worked relentlessly to keep the cost of the weekly
shop as affordable as possible for our customers. but we are also
mindful of the need to ensure our colleagues’ wellbeing and to
recegnise their tremendous efforts.

Therefore, we made further increases in the hourly rate for UK
store colieagues 1o £10.30 in November 2022 and have recently
announced a further increase to £11.02 effective from April 2023
as set out in the illustration opposite. We have also provided
investments in colleague pay and benefits in our other UK
businesses, RO and Central Europe.

Pay is just cne way in which we can support our colleagues and
we have provided further cost-of-living support through our
enhanced benefits package. including offering greater in store
discounts to colleagues and wider financial wellbeing support.



Corporate governance

The illustration below sets out an overview of the recent reward-based interventions we have implemented to support our UK store
colleagues, focusing on our lowest-paid populations and the types of reward that can be most vailuable to our colleagues. We befieve that
the actions we have taken over the past three years recognise the contribution our colleagues make to our business and demenstrate our
commitment to making Tesco a great place to work.

' December 2020 September 2021 April 2022 November 2022 © April 2023
10% bonus paid to Increase in the hourly Increase of £500 in Increase in the hourly rate Increase in the
haurly-paid rate for colleagues . annual colleague for colieagues from £30.10 to hourly rate for
| colleagues from £9.30 to £9.55. ' discount allowance £10.30 colleagues from
| ! ' ta £1500 . E10.30to £11.02
i Increasc in night Improvement to Fhe free
premiurm payments food offer made in
from £2.21t0 £2.30 colleague rooms

Ability for UK colleagues

to get up to 25% of their
contractual pay early as

an advance

/

> 2020/21and2021/22  »>» 2022/23 >> 2023724 >

March 2020 June 2021 May 2022 July 2022 December 2022
10% bonus for 2% end-of-year End-of-year Increase in the 20% colieague
hourly-paid colleagues recognition bonus recognition bonus of hourly rate for discount offered
paid in April, May and paid to hourly-paid 1.25% paid to colleagues from for seven days
June 2020 colleagues hourly-paid colleagues £9.55 to £10.10

Change in remuneration of colleagues and Directors
The table below shows the percentage change in the annual remuneration of Directors and the average UK colleague over the
past four years.

The reporting regulations require disciosure of the change in remuneration of employees of the parent company. As the only employees of
this company are the Executive Directors, the Committee decided to use the average UK colleague as the appropriate comparator group.
This is because they represent the majority of Tesco colleagues and the Executive Directors are predominantly based in the UK.

Salary/fees (% change) Benehits (% changel Bonus (% change}®

2022/23 201/22  2Q20/21 2019720 2022/23 202122 202072y 2019/20 2022723 2021/22 2020/ 2019/20
Executive Directors
Ken Murphy 1.7% 0% - - 170.5% 18.9% - -~ {14.81% 100% - -
Imran Nawaz® 3.7% - - - B82.2% - - - 8.3)% - - -
Non-executive Directors
John Allan 13% 0% 1.5% 3.4% 12.5% 14.3% (46.2)%  62.5% - - - -
Meiissa Bethell 3.2% 2.2% 22% 1727% 100% 100%  (001% 100% - - - -
Bertrand Bodson'® 2.5% - - - B2.5)% - - - - - - -
Thierry Garnier® 23% - - - 150% - - - - - - -
Stewart Gilliland 2.8% 2.8% 5.0% 42.3% 100% 0% (50.0)% 300% - - - -
Byron Grote'¢ 12.3% 12.3% 3.0% 3.9% 100% 100% (100)% 100% - - - -
Alison Platt® 13 8% 28% 5.0% 17.4% 100% 100%  (00¥% 0% - - - -
Lindsey Pownall 9.2% 8.2% 19% 2.9% 300% 100% (87.5)% (20.01% - - - -
Caroline Sitver® - - - - - - - - - - - -
Karen Whitworth'™ 3.0% - - - 1001% - - - - - . -
Former Directors
Steve Golsby® 6.7% B1% 25%  22.2% 100% 0%  (1001%  30.8% - - - -
Simon Patterson® 16% 2.2% 2.2% A.7% 00K 100%  (100)% 100% - - - -
Colleagues
Average UK colleague 8.6% 3.3% £.8% 3.0% 0% 0% 0% 0% N/A N/A N/ A (100)%

{al We agreed jointly with our unions in 2019 that hourly-paid colleagues in stores would no longer receive an annual bonus. repiacing it with a hugher rate of base pay

b} For those Directors apponted in 2021/227 (Bertrand Bodson, Thierry Garnier Imran Nawaz and Karen Whitworth) and those who stood down in 2022/23 (Steve Golsby and Simon
Patterson). salary/lees. benefits and bonus (as appropriate} have been pro rated for the purposes of comparison

) On 17 June 2022 Alison Platt was apponted as Chair of the Remuneration Committee On 25 June 2021, Byron Grote was appointed Senier Independent Director and Lindsey Pownall
joined the Rernuneration Commrtee

id} Caroline Silver joined the Board on 1 Gctober 2022,
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Directors’ remuneration report continued

Context of executive pay.

Provision 40 disclosures
in developing our approach to remuneration. the Committee was mindful of Provision 40 of the UK Corporate Governance Code and
considers that the executive remuneration framework agddresses the following factors:

Clarity

Remuneration
arrangements should be
transparent and promote
effective engagement with
shareholders and the wider
workforce

Our remuneration policy is designed to be sustainable, simple and support the delivery of Tesco’s strategy
and purpose of serving our customers. communities and planet a little better every day.

Performance requirements are clearly disclosed and transparent and we provide detalled disclosures

of the relevant performance assessments and cutcomes for our stakeholders to consider. These bring
clarity to all stakeholders on the relationship between the successful implementation of cur purpose

and strategy and how our leadership is rewarded.

The Board has designated Non-executive Directors to host Colleague Contribution Panels (CCPs)
comprising elected colleagues from across the Group to engage on various topics to ensure internal
clarity on remuneration. You can find further details on how the Board engages with stakeholders on

page 63.

Simplicity

Remuneration structures
should avoid complexity and
their rationale and
cperation should be easy to
understand

The Company operates an approach to remuneration that is simple to understand and familiar to

stakeholders:

- fixed element: base salary. benefits and pension:

- short-term eiement: an annual performance- related bonus with both financial and non-financial
measures. Half is paid in cash and the other half in Tesco shares ceferred for three years: and

- long-term element: PSP awards vest after three years on achievement of stretching performance
criteria and are subject to a further two-year holding pericd.

We explain our approach to remuneration clearty and simply. with no complex structures required to

operate the plans.

Predictability

The range of possible values
of rewards should be
identified and explained
when the policy is approved

Cur remuneration policy contains details of maximum opportunity levels for each component of pay.
allowing possible reward outcomes to be easily quantified.

Details are set out in the Directors’ remuneration report clearly showing potential performance and
reward outcomes.

The Committee reviews potential performance outcomes regularly so there are no surprises when
performance is assessed at the end of the year.

Proportionality

The link between individual
awards. the delivery of
strategy and the long-term
performance of the
Company should be clear.
Outcomes should not
reward poor performance

Cur annual bonus and PSP plans provide clear alignment between incentive outcomes and the
achievement of Tesco's strategy, with stretching performance conditions set to achieve commensurate
reward for commensurate performance.

Performance is assessed on a broad basis. including a combination of financial. non-financial and ESG
measures. This ensures there s no undue focus on a single measure te the detriment of stakeholders.
The use of annual bonus deferral, PSP post-vesting holding periods and our shareholding requirements
{including after leaving Tesco) ensures that Executive Directors have a strong drive to ensure that
performance is sustainable over the fong term.

Stretching performance conditions. along with the discretion avallable to the Committee to override
fermulaic outcomes, ensures that outcomes do not reward poor performance.

Risk

Remuneration
arrangements should
ensure the identification
and mitigation of
reputational and other risks
from excessive rewards

and behavioural risks that
can arise from target-based
incentive plans

Variable pay outcomes align with Tesco’s purpose, values and strategy. including ESG goats and the
long-term interests of shareholders and other stakeholders.

The Committee has appropriate discretions to override formuiaic outturns if circumstances dictate.

The Committee has also satisfied itself that the remuneration arrangements do not encourage risk-taking
or behaviours that are incompatible or inconsistent with these factors.

Regular interactions with the Audit Committee and Corporate Responsibility Committee ensure relevant
risk factors are considered when setting or assessing performance targets.

The Committee has the discretion to apply malus and clawback in certain circumstances. including in the
event of any behavioural risks.

Alignment to culture
Incentive schemes should
drive behaviours that are
consistent with the
Company’s purpose. values
and strategy

The Board reviews and adopts the Long Term Plan (LTP} annually. so providing a focus on the long-term
sistainability of the Group.

The Committee reviews the measures and targets of the annual bonus and PSP each year to ensure
measures and targets are aligned to the LTP. are appropriately challenging. support the Group's culture
and strategy and create value for stakeholders.

To ensure our incentive schemes drive behaviours that are consistent with our purpose, values and
strategy, we aim to:

- understand the remuneration of the wider workforce:

- ensure pay decisions are aligned across the Group: and

- engage with our stakeholders. including our colleagues.
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Approach to target setting

In determining the range of targets for each measure for the
annual bonus and 2022 PSP grant, the Committee considered
the Board-approved budget and LTP, external consensus
where it exists, prior-year achievement and the wider
economic environment, As part of its work to ensure targets
are appropriately stretching. the Committee also considered
the Board's assessment of how achievable the budget is. The
performance target range is set on a realistic basis but requires
true outperformance to achieve the maximum. The Committes
has a history of setting stretching targets as evidenced by an
average PSP payout of 53% over the past five years.

The annual bonus measures are selected to provide direct
alignment with the Group's short-term operational targets.

The Committee takes care to ensure that the short-term
performance measures are supportive of the strategic grivers
and long-term objectives. The PSP performance measures are
selected to ensure that executives are encouraged in, and
appropriately rewarded for, delivering against the Group's
strategic drivers. This ensures a clear line of sight and alignment
of interests between executives and shareholders and the
generation of long-term sustainable returns.

Annual bonus and PSP performance is monitored every six

months by the Committee. At the end of the performance pericd,

one year for the annual bonus and three years for the PSP, we
assess the formulaic outcome of each performance measure

on a standalone basis. The Committee considers whether the
formulaic outcomes are fair in the context of the Group's
performance and the wider stakeholder experience. The
Committee may seek independent advice to assess the cutcomes
of specific measures as well as the overall outcome. Where
appropriate. the Committee also has the ability 10 use its
discretion to adjust the formulaic cutcomes.

2022/23

™| Early February 2022

The Committee considered the wider context and how
the annual bonus and PSP targets were tracking against
forecast performance

Late February 2022
The Board agreed the budget for the year

The Committee considered the proposed structures
of the annual bonus and PSP awards and the possible
targets and ranges. In doing so. it had regard 1o:

- wider workforce incentive structures
- the budget and LTP

- the strategic plan

- analysts’ consensus

- the wider economic environment

April 2022

The Committee determined the measures, weightings.
targets and ranges for the annual bonus and PSP for the
forthcoming year and the ocutcomes of the prior year's
annual bonus and 2012 PSP

October 2022

The Committee considered how the annual bonus and
PSP targets were tracking agginst forecast performance

Corporate governance

Discretion in relation to incentive plans

The Committee operates the annual bonus and PSP in
accordance with their respective scheme rules and the relevant
Listing Rules consistent with market practice. The Committee
retains discretion. within the confines and opportunity detailed
above, regarding the operation and administration of these plans.
The discretion covers:

- the timing. size and type of awards. holding periods and the
annual setting of targets:

- when performance against our qualitative performance
measures is not in line with the Group’s overall financial or
strategic performance over the performance period;

- ensuring accordance with the rules. including in relation to
whether ¢r not malus or clawback provisions should apply. in
connection with recruitment. or terminations of employment.
or corporate events affecting the Company:

- adjustments required in certain circumstances le.g. rights
issues. corperate-restructuring events, special dividends
and other corporate actions): and

- adjustments to targets and/or measures if events occur that
cause the Committee to determine it is appropriate to do so.

The Committee also retains the right to change performance
measures and the weighting of measures in certain
circumstances including:

- following feedback from regulators. shareholders and/or other
stakeholders: and

- amending the scheme rules in accordance with their terms
and/or amending the basis of operation (including but not
limited to the approach in respect of dividend equivalents),

The Committee will disclose any exercise of discretion in
accordance with regulatory reguirements.

Malus and clawback provisions

The Committee has the discretion to scale back deferred share
awards and PSP awards prior to the satisfaction of such awards if:

- results are materially misstated:

- the participant has contributed to serious reputational damage
to the Company or one of its business units:

~ the participant’s conduct has amounted to serious misconduct.
fraud. dishonesty. a breach of the Code of Business Conduct or
material wrongdoing:

- the determination of the vesting or value of an award has been
affected by an underlying incorrect figure in the accounts: or

- an error or miscalcuiation in determining the vesting or value of
an award is identified.

Under malus. deferred share awards and unvested PSP awards
can be reduced (including down to zerol or be made subject to
additional conditions. Clawgack aliows for the repayment of
previously paid-up cash bonuses for a period of three years and
PSP awards for a pericd of two years after the vesting date.
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Directors’ remuneration report continued

Context of executive pay continued

Comparator groups for remuneration Ken Murphy Imran Nawaz
Wwhen setting the remuneration cf Executive Directors, one of the

factors the Committee considers is the relevant markets for the

Executive Directors: it believes this is the FTSE 50. When reviewing

the Group Chief Executive’s remuneration, the Committee also

references remuneration of a group of leading international

companies whose selection is based on their size and complexity.

The following chart sets out the market positioning of the Group
Chiel Execulives aird Chigl Fingnivial Office's uri-Largel and
maximum remuneration compared to the FTSE 50. This is similar
to the information the Committee uses as a reference when
setting executives’ remuneration. which enables it to ensure
remuneration levels are consistent with the approved
remuneration paolicy.

Performance and change in Group Chief Executive remuneration

The graph below illustrates the Company's total shareholder return (TSR) performance against the FTSE 100 index over the past 10 years. We
have chosen the FTSE 100 index because 1t is a broad-based index of which the Company has been a constituent member throughout the
period. The table below the TSR graph shows the Group Chief Executive’s annual remuneraticn over the same period:

201314 201415 2015416 2016/17 201718 201813 2018/20 2020/21 202722 2022/23

Ken Murphy - - - - - - - 992 4,745 4,443
Group Chief Executive Sir Dave
Single total figure of  Lewis™ - 4133 4.632 4147 5.13 4.600 6.328 1.650 - -
remuneration (£'7000)  Philip Clarke® 1.634 764 - - - - - - - -
Annual bonus outturn
(% of maximum
award) 0% 0% 96% 76% 73% 52.5% 75.9% 0% 95% 79.1%
PSP vest (% of
maximum award) 0% 0% - - 30% 28.8% 48 8% 23.1% - -

(@} Philip Clarke stepped down as Group Chiel Exgcutive on 1 September 2014 and was succeeded by Sir Dave Lewis on the same date.
[b) SiIr Dave Lewis stepped down as Group Chicf Executive on 30 September 2020 and was succeeded by Ken Murphy on | October 2020,
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Group Chief Executive remuneration compared to Tesco’s share price movement
The graph hrelow sets aut the Group Chief Fxecutive's Single total figure of remuneration (STFR) compared to Tesco's share price, rebased to
£100 at 25 February 2013,

(a) Where there has been a change in Group Chief Executive n the year. we nave inciuded the remuneration of both Group Chief Executives. This impacts the years ending February 2015
and February 2021,

Relationship between the pay of the Group Chief Executive and UK colleagues

Tesco is aretail business with one of the UK's largest workforces. We employ arcund 254,000 UK-based colleagues in our major subsidiary.
Tesco Stores Limited. These are mostly in customer-facing rotes in-store or in our distribution network. Given the workforce profile. all
three of the Group Chief Executive pay ratio reference points compare our Group Chief Executive’s remuneration with that of colleagues in
mainly customer-facing roles. There is relatively little difference in the outcomes. as we show below. Whatever the Group Chief Executive
pay ratio may be, Tesco wili continue to invest in competitive pay for ali colleagues.

The following table shows the ratio between the consolidated STFR of the Group Chief Executive for 2022,/23 and the lower, median and
upper-quartile pay of our UK colleagues. We also show for comparison the pay ratios for the four preceding years.

The total full-time equivalent (FTE) pay and benefits for the relevant colleagues is based on the period from 6 February 2022 to 4 February
2023. The reporting regulations offer three calculation approaches for determining the pay ratio - Options A, B and C. We have chosen
Optien C for all years. which we deem the most appropriate methodaotogy for Tesco.

Total pay ratio

2018/19 2019/20 2020/ 2021/22 2022/23
Ratlo of CEQ's STFR
25th percentile 2471 35521 136:1 2511 23111
50th percentile 226:1 3051 18:1 2247 19711
75th percentile 2091 279:1 161 216:1 182:1

The table below sets out the base salary. total pay and benefit details of the Group Chief Executive and UK colleagues who are at the 25th.
50th and 75th percentile.

2022723
Group Chief Executive’s base salary £1.372.78)
Group Chief Executive's total pay and benefits £4,442.692
UK colieagues’ salary
Colleague at 25th percentile £18.771
Colleague at 50th percentile £20.163
Colleague at 75th percentile £22.663
UK colleagues’ total pay and benefits
Colleague at 25th percentile £18.196
Colleague at 50th percentile £22.533
Collesgue at 75th percentile £24.374

As more than half of Tesco's colleagues work part-time. the exercise required to determine FTE is extensive and complex. Tesco decided to
use Option C as we had completed comprehensive data collation and analysis of all relevant colleagues for the purpose of gender pay gap
{GPG) reporting. This enabled us to use additional pay data lincluding overtime. salary sacrifice values and employer pensicn contributions) to
ensure the STFR reflects total pay made throughout the financial year. This approach minimised the differing definitions of pay for STFR and
GPG to enable us to select the ‘best equivalents’ of P25. PS0 and F75. The only adjustments made to determine the pay and benefits of the
colleagues identified as P25. P50 and P75 related to working hours. basing amounts on a 36.5-hour working week. We believe the "best
equivalent’ colleagues identified are reasonably representative of the 25th. 50th and 75th percentiles as Tesco has compiled pay cn an

FTE basis. We reviewed pay across a sample of employees at each percentile before selecting the employee who was most representative.
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Directors’ remuneration report continued

Context of executive pay continued

In the case of the Group Chief Executive. his total remuneration comprises a significant proportion of variable pay. The Single total figure
therefore varies considerably depending on the level of performance against the measures driving the annual bonus and PSP. In 2022/23.
the annual bonus paid out at 72.1% of maximum compared with 95% in 2021/22. which has resulted in a fall in the Group Chief Executive’s
pay ratio numbers this year. Since 2014. the median pay ratio has fluctuated, increasing and decreasing in alternate years in line with
variable pay outcomes.

As we set out on pages 83 and 91, we base our reward framework across the Group on a consistent set of principles for all: that
overall remuneraticn should be competitive when compared to similar roles in other organisations with which we compete for talent.
We therefore determine colleague pay using the same principles as the pay for our Executive Directors. On this basis. we believe the
median ratio is consistent with the Company's wider policies on employee reward. pay and progression.

Gender pay
For our 2021/22 report both our median and mean GPGSs have increased slightly as we adapted to the post COVID-19 environment
Our median GPG has increased to 6.9%. less than half the UK national average of 14.9%. Our median bonus gap has increased 1o 30.5%.

Our GPG is attributable to two key factors, The first is having a higher number of male colleagues in our more senior roles. We are committed
to increasing the percentage of female colleagues in such roles to ensure our leadership team truly reflects our customer base and wider
colleague population. We will continue to drive female representation across all roles to close the gap. The other factor is that we have more
maie colicagues than female colleagues who work shifts that pay premiums on Sundays, nights and bank holidays across our stores and
distribution centres. If we remove premium payments from the calculation. our median pay gap reduces significantly. to 2.7%.

We have included a stretching diversity and inclusion measure in the PSP for 2023 to ensure we continue to build a workplace where
everyone is welcame and our workforce represents the communities we serve.

See our Everyone’s Welcome Report for more information at
@ www.tescople.com/media/759669/tesco-everyones-welcome-report-2022

Relative importance of spend on pay
The chart below indicates how the pay of Executive Directors compares with other financial dispersals. You can find further information in
the Notes to the Group financial statements starting on page 125.

2021722 2022/23

£m £m % change

Executive Directors’ remuneration 12 7.5 (38.2)
Dividends 704 858 219
Tetal income taxes charge 510 247 51.6]
Caolleague costs 7.456 7.656 2.7

For every £1 we spent on Executive Directors’ remuneration in 2022/23. £33 was payable in tax and £1.021 was spent on colleague costs. [n
addition. £114 was made in dividend payments to shareholiders for every £1 spent on Executive Directors’ remuneration.

Tesco PLC Annual Report and Financial Statements 2023



Cerporate governance

Remuneration report.

Single total figure of remuneration — Executive Directors (audited)
The following table provides a summary Single total figure of remuneration (STFR) for 2022/23 and 2021/22 for the Executive Directors.

Ken Murphy Imran Nawaz'¥
2022/23 2021/22 2022/23 202122
£'000 £'000 £°000 £000
Fixed pay
Salary 1,373 1.350 723 581
Benefits™ 238 88 129 4
Pension 102 01 54 44
Total fixed pay 1.713 1.539 906 666
Variable pay
Annual bonus (cash and deferred shares)® 2,730 3,206 1,365 1.241
pSPldJ - — - —
Tota! variable pay 2,730 3.206 1,365 1241
Total fixed and variable pay 4,443 4,745 2,21 1.907
Compensation for forfeited income' - - 765 3.506
Total remuneration 4,443 4,745 3,036 5.413

tal tmran Nawaz joined the Board as Chief Financial Officer an 1 May 2021

tb) Benefits nclude tarmily level private medical insurance. life assurance. a car or cash allowance and a driver The overail level of benefits will depend on the cost of providing individuat
items and the individual's circumstances Benefits for Ken Murphy also include commuting support of £102.400. which includes the grossed-up cost of UK tax paid by the Company on
his behalf Benefits for Imran Nawaz inciude the UK Lax payable in respect of a car and driver. which he recefved in lieu of a car aliowance This benefit was £118.000 which includes the
grossed-up cost of a proportion of UK tax paid by the Company on his behalf, on a transitional basis.

(¢} The annual bonus 15 paid 50% in cash anc 50% in shares deferred for three years subject to continued employment. See page 82 for further details of the 2022/23 bonus outturn.

{d} Neither Ken Murphy nor Imran Nawaz was granted @ 2020 PSP award as this preceded their joining dates.

(e} Compensation for forfeited income aetermined by the value of a buyout award granted to imran Nawaz amounting to £765.000 (including £88 500 relating to share price appreciation),
The amount relates 1o compensation for the forfeiture of a 2019 PSP award granied to Imran Nawaz by his previous employer, Tate & Lyle PLC. detalls of which are set out on page 30 of
the 2022 annual report This award vestea on 1.June 2022 al a vesting level of 42% of maximum. Details of the performance conditions and cutturns of the award are set out in the Tate
& Lyle PLC 2022 annual report

(f} The total aggregate remuneration paid to Directors 1n 2022/23 was £9 3m (2021722 £13 9m}

2022/23 benefits (audited)

Medical
insurance and
weliness Colleague Commuting
Car and driver programme: Life assurance discount support Total
(£°000) {£000) (£ 000} (£'000) (£°000) 1£'000)
Ken Murphy 121.0 37 91 1.5 102 4 237.7
Imran Nawaz 118.4 4.4 4.8 15 - 1291

ta} Commuting suppert for Ker. Murphy ceased on 31 March 2023,

2022/23 annual bonus cutcomes (audited)

The annual bonus is determined by financial measures and individual performance. including objectives. set at the start of the performance
period. which are designed to support the achievement of certain strategic outcomes. The 2022/23 annual bonus cutcome is 79.1% of
maximum for Ken Murphy and 83.1% for Imran Nawaz. As set out in the Committee Chair’s letter. the Committee is satisfied that the
formuiaic annual bonus cutcomes are appropriate and reflect performance over the performance period. We provide a breakdown of

the overall outcome and details of the outturn of the financial measures on page 82, You can see the achievement against individual
objectives overleaf.
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Directors’ remuneration report continued

Remuneration report continued

2022/23 achievement of individual objectives

Ken Murphy

Objective

Key performance inaicators

Summary of performance

Execute Year 1 of
strategic milestones
across the Group

- Additional profit and sales generated by the
strategic drivers
— Delivery of Group market share and NPS ambitions

- Overall. strategic drivers contributing positively
to financial resufts
- MPS rank aspirations delivered in most markets

Develop proposal on longer-
term strategic opportunities

- Develop proposal and milestone plan for
implementation

- Delivered successful Long Term Plan process.
which was approved by the Board

Lead lhe delivery of Group-wide
ESG commitments

= Climate: define roadmap for own operations net
zero by 2035, including investment analysis

- Heaith: improve health measure to at least 5§9.5%

- Food waste: reduce food waste by 46% from
baseline

- Developed and communicated Group planet
plan, including investment analysis to 2025

- Health measure increased to 60%

- Food waste reduced by 45%

Imran Nawaz

Objective

Key performance ingicators

Summary of performance

Deliver Save to invest Group-
wige

- Delivery of Year 1£518m savings target
- Develop plans to deliver Year 2 targets aligned
to Long Term Plan

- Accelerated plans to offset cost inflation, saved
in excess of £650m in 2022/23

- Plans in place to deliver next year's target
aligned to the Long Term Plan ambition

Execute Year 10f finance change
plan

- Delivery of Year 1finance change roadmap and
defined plans for Year 2

- Delivery of finance of the future 2022/23 Save
to invest targets

- 80% of Year 1 projects delivered with roadmap
and plans in place to deliver Year 2

- Overdelivered finance head office Save to
invest plans

Lead the delivery of Grougp-wide
ESG commitments. focusing in
Year 1on climate (Scope 1and 2)

- Develop finance plan for own operations net
zerc by 2035

- Secure power supply for electrification of the
estate to allow decarbonisation with forecast
te achieve over 82%

- Execute carbon reduction plan (at least 12.5%)
including reuse. recycle and refurbish plus
sustainable building materials and methodologies

- Investment analysis for Group climate
requirements prepared to 2025

- 92.7% of secure power supply achieved
{based on future electricity requirements}

- Embodied carbon reduction. associated with
new space, general maintenance and
engineering schemes. achieved through iower
carbon asphalt/concrete and shelving reuse

The percentage awarded for individual performance is based on an overall assessment of the achievement of objectives and demonstration
of leadership behaviours. On that basis. Ken Murphy achieved a rating of 15% and imran Nawaz 19%. both out of a maximum of 20%.

2020 PSP vesting in 2023 (audited)
The outcomes of the 2020 PSP awards are shown on page 83. As set out in the Committee Chair's letter, the Committee is satisfied that the
formulaic PSP outcomes are appropriate, that they reflect performance over the performance period and that there were no windfall gains.
The awards will vest in June 2023. Neither Ken Murphy nor Imran Nawaz was granted awards as these preceded their joining dates.

2022 PSP grant (audited)

The following table summarises the PSP awards made to Executive Directors on 24 June 2022:

% of base salary ~ Number of shares Value at perfornir;?m?; Market price
Executive Director Type of award awarded granted award date period Vesting date on grant
Ken Murphy Conditional award 275% 1.521.455 £3,796.030 22/02/2025 24/08/2025 249.5p
imran Nawaz Conditional award 250% 731.462 £1.824.998 22/02/2025 24/06/2025 249.5p
(a) Based on five-day average share price.
The performance measures and targets for the 2022 PSP are:
Thresho-d Stretch
Weighting 125% payout) {100% payout)
Adjusted diluted EPS 375% 21.8p 32.8p
Cumulative free cash flow 37.5% £3.8bn £5 8bn
ESG measures
- Carbon reducticn 8 3% 56% 60%
- Food waste reduction 8.3% 48% 55%
- Diversity and inclusion (gender/ethnicity) 8.3% 32%/13% 40%/15%

The award incarporates the right 1o receive the value of dividends between grant and vesting in respect of the number of shares that vest.
The calculation of dividend equivalents will assume the reinvestment of those dividends in Tesco shares on a cumulative basis.
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Definitions of financial performance measures
The Group reports various alternative performance measures (APMs), defined in the Glossary on page 207, some of which are used to
determine remuneration outcomes. There are differences in definitions between the reported APMs and the outcomes used for PSP targets.
as approved by the Committee. The table below summarises these differences. rationale. affected awards and the impact on the measure:

Performance measure

Difference

Rationale

Corporate governance

Adjusted diluted EPS§

Neutralise the EPS impact of share buybacks
since targets were set

Targets were set with no buybacks assumed

Cumulative free cash
flow

Removing any impact from the 2022 change in

Retail free cash flow defintion (reter to page

211 within the Glossary for a full reconciliation)

The Retail free cash flow definition was
changed atter targets were set

Awards impact
2021 PSP 0.7)p
2020 PSP 0.7)p
2021 psp £i42im
2020 PSP £(42)m

Adjustments to targets
The Committee considered adjustments to targets resulting from material events that were not anticipated at the time the targets were set.
Adjustments were made to énsure PSP targets and outcomes are assessed on a like-for-like basis and events do not make the targets any

easier or harder to achieve. The table below summarises the adjustments made. rationale. affected awards and the impact on the measure:

Performance measure Ad|ustrment Rationale Awards Impact
Adjusted diluted EPS Reflecting the saie of the Asia business and Material events that were not anticipated at 2020 PSP 07n
treatment of Poland as a discontinued the time targets were set
operation
Curnulative free cash Neutralise the impact of the settlement of Qutflows relate to events that pre-date the 2021 PSP £{193)m
flow claims for matters arising in connection with  terms in office of the award holders 2020 PSP £(305)m
the pverstatement of profit announced in
2014 and from the sale of the Korea business
in 2015
Reflecting the sale of the Asia business and Material events that were not anticipated at 2020 PSP £{1.066)m
treatment of Poland as a discontinued the time targets were set
Operation
Reflecting the repurchase of bonds issued by Outflows relate to an event that was not 2021 PSP £094)m
property joirt ventures anticipated at the time the targets were set 2090 PSP £0194)m
2021 PSP 2020 PSP
Cumulative free cash flow Threshold Stretch Cumulative free cash flow Threshold Stretch
Original targets £4,253m £6.379m Criginal targets £4.435m £6.653m
Adjustments £(387Im £(387)m Adjustments £(1,565/m £(1.565]m
Revised targets £3.866m £5.992m Revised targets £2.870m £5.088m
Adjusted diluted EPS Threshold Stretch Adjusted diluted EPS Threshold Stretck
Criginal targets 17.3p 26.0p Original targets 16.5p 24.7p
Adjustments - - Adjustments O7p 0.7p
Revised targets 17.3p 26.0p Revised targets 17.2p 25.4p
Executive Directors’ interests in share awards (audited)
The table below sets out the Executive Directors’ interests in share awards. We set out detalls of Executive Director sharehoiding
reguirements and achievement against these on page 84.
Vested but
Unvested PSP Deferred annual unexercised
awards®  bonus awards®™  Buyout awards share options SAYE options Total
Ken Murphy At 27/02/22 1,832.804 - - - - 1.832.904
Granted 1.521.455 584,357 - - 9.839C 2.115.702
Dividend equivalents naa07 28.803 - - - 147 910
Vested/released - - - - - -
Lapsed - - - - - -
Exercised - - - - - -
At 25/02/23 3.473.466 613.160 - - 9.890 4.096.516
Imran Nawaz At 27/02/22 871.194 - 1.001,268 - - 1.872.462
Granted 731.462 226.251 - - - 957,713
Dividend eguivaients 56.769 11.151 - - - 67.920
Vested/released - - (347.091) - - (347.091)
Lapsed - - (422.939) - - (422.939)
Exercised - - - - - -
At 25/02/23 1.659.425 237.402 231,238 - - 2.128.065

[a) Awards will only vest 10 the extent that relevant perfarmance conditions are met
(b} No perfermance conditions apply to these awat ds but are subject 1o service
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Directors’ remuneration report continued

Remuneration report continued
2022 deferred bonus award grant (audited)

The following table summarises the deferred bonus awards made to Executive Directors on 12 May 2022 in respect of 50% of the 2021/22
bonus outcome. Awards were made in the form of conditional awards which will vest and be released on 12 May 2025, subject to
continuous employment.

Number of Value at Market price
Executive Director shares granted award dale Vesung date on grant’®
Ken Murphy 584,357 £1.603.125 12/05/25 274.3p
Imran Nawaz 226.251 £620.697 12/05/25 274.3p

{a) Boscd on five day average share plive

Payments for loss of office (audited)
There were no payments made for loss of office during the year.

Payments to former Directors (audited)

Details of the nil-cost awards released to Sir Dave Lewis and Alan Stewart during 2022/23 following their stepping down from the Board on
30 September 2020 and 30 April 2021, respectively, are set out below. Shares released include dividgend equivalent shares and the impact of
the share consolidation in February 2021 and time proration in respect of the PSP.

Sir Dave Lewis

Gain due

Number of Number of Market price Market price to share price

Type of award Date of grant  shares awarded shares released ate of reicase at grant at release  Gain on release appreciation

Deferred bonus 13/05/2019 336.028 376,478 13/05/2022 244p 281p £1.058.656 £139,598

PSP 20/06/2019 1.492.747 TI0.2n 20/06/2022 230p 252p £1.940.187 £166.522
Alan Stewart

Gain due

Number of Number of Market price Market price 1o share price

Type of award Dale of grant  shares awarded shares released Date of release at grant at relegse  Gair on release appreciation

Deferred bonus 13/05/2019 170.740 191.290 13/058/2022 244p 281p £537,907 £70.930

PSP 20/06/2019 895,648 632,333 20/06/2022 230p 252p £1.592.938 £136.723

No other payments to former Directors or for loss of office were made in the year.

Executive Directors’ service agreements

The Committee carefully considers the Executive Directors’ service agreements. including arrangements for early termination. which are
desighed to recruit. retain and motivate Executive Directors of the calibre required to lead the Company. The details of existing Executive
Directors’ service contracts are summarised in the table below:

Executive Director Date of service agreement Notice period from Company Natice period from Executive Directer
Ken Murphy 1October 2019 12 months 12 months
Imran Nawaz 6 October 2020 12 months 12 months

Neither Ken Murphy nor Imran Nawaz held an external directorship during the year. Both Ken Murphy and Imran Nawaz will stand for
re-election at the 2023 AGM.

Funding of equity awards

Where shares are newly issued. the Company complies with the Investment Association dilution guidelines on their issue. These provide that
overall dilution under all plans should not exceed 10% of the Company's issued share capital over a 10-year pericd. with a further limitation
of 5% in any 1C-year period for executive plans. Shares purchased in the market may be held by Tesco Employees’ Share Scheme Trustees
Limited or Tesco International Employee Benefit Trust (together. the Trusts). In such a case. the voting rights relating to the shares are
exercisable by the Trustees in accordance with their fiduciary duties. At 25 February 2023, the Trusts held 56.778.323 shares. Current
practice is to use market-purchased shares to satisfy incentive awards.

DHution from existing awards made over the past 10 years up to 25 February 2023 was as follows:

All-colleague share plans Executive share plans
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Corporate governance

Beneficial share ownership (audited)

The table below outlines interests in the Company’s securities of the Non-executive Directors. There were no changes to Non-executive
Director share interests between 26 February and 12 April 2023. Non-executive Directors are expected to build up and maintain a personal
holding in the securities of the Company equal to the value of their base fee over a period of five years following appointment.

Value of Met

Shares heid at Shares held at shareholding shareholding

Non-executive Director 27 February 2022 25 February 2023 (% of base fee)™ guideline
John Allan® 349753 394,753 134 v
Melissa Bethell 37.447 37.447 108 s
Rertranrd Bodson 14,579 58.833 170 v
Thierry Garnier' 15.000 15.000 43 x
Stewart Gillland 48.825 51.090 147 v
Byron Grote® 302.703 368,703 >500 v
Alison Platt 34.893 36.516 105 v
Lindsey Pownall 55.263 556,263 159 v
Caroling Silver® - 15,000 a3 X
Karen Whitwerth 24,200 52,300 151 v

la) The vaiue of Non-executive Directors’ shareholdings is based on the three-month average share price to 25 February 2023 of 238.7p.

(b} John Allan alse held 398 000 5.5% 2033 Tesco PLC Medwm Term Notes.

lc} Thierry Garnier ana Caroline Silver have until 30 April 2026 and 1 October 2027 respectively to meet the shareholding guideline

{d) Byron Grote holds his shares in the form of American Depositary Receipts [ADRs)

(e) Steve Golsby and Simon Patterson held 41.999 shares and 134 545 shares respectively from 27 February 2022 until they stepped down from the Board on 17 June 2022
If] The range of the Company’s share price for the year was 230p to 199p. The year-end price was 247p [202i/22: 287p}.

Single total figure of remuneration - Non-executive Directors (audited)

The following table sets out the fees paid to the Non-executive Directors for the year ended 25 February 2023. Non-éxecutive Directors are
not paid a pension and do not participate in any of the Company’s variable incentive schemes. Steve Golsby and Simon Patterson stood
down from the Board on 17 June 2022. 50 all fees and taxable expenses for these Non-executive Directors ceased on that date.

Taxable expenses include expense reimbursements relating to travel. accommodation and subsistence in connection with attendance at
Board and Committee meetings during the year. Each Non-executive Director has the £1.500 colleague discount aliowance. John Altan alsc
has the benefit of healthcare and a wellness programme for himself and his partner. The amounts in the table below include the grossed-up
cost of UK tax paid by the Company on behalf of the Non-executive Directors.

2022/23 2021722
Taxable Taxable

Commitiee Fees expenses Total Fees EXpenses Total

mernberships Date of appointment (£'000} (£'000) {E7000) (£000) (£°000) 1£:000)

John Allan (@] 16 1 March 2015 696 17 713 687 8 695

Melissa Bethell (& 24 September 2018 97 2 99 94 1 95

Bertrand Bodson @ 1.June 20 97 1 98 71 2 73

Thierry Garnier ® 30 April 2021 97 3 100 79 1 80

Stewart Gilliland ©® 5 March 2018 112 2 14 109 1 no

Byron Grote SN®E 1 May 2015 174 1 175 185 0.5 155 5

Alison Platt -] 1 April 2015 124 1 125 109 0.5 109.5

Lindsey Pownall or 1 April 2016 130 8 138 ng 2 121

Caroline Silver @ 10¢tober 2022 40 0.5 40.5 - - -

Karen Whitworth @O 18 June 2021 12 - 12 77 05 775
Former Directors

Steve Golsby - - 44 8 52 134 - 134

Simon Patterson - - 29 - 29 94 0.5 945

Non-executive Directors do not have service contracts. Instead. they are engaged by letters of appointment that are terminable by either
party with no notice period. There is No compensation in the event of such termination. other than accrued fees and expenses. All Non-
executive Directors will stand for re-election at the 2023 AGM. except Lindsey Pownall who will step down from the Beard at the conclusion
of the AGM.

Approved by the Board cn 12 April 2023.

o A

Alison Platt
Remuneration Committee Chair
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Directors’ report

The Directors present their report. together with the augited
accounts for the 52 weeks ended 25 Febryary 2023.

Dividends

The profit for the financial year. after taxation, amounts to £753m
12021/22: £1,523m) from continuing operations. The Directors have
declared dividends as follows:

Ordinary shares £m
Paid interim dividend of 3 85 pence per sharg®

(2021/22: 3.20 pence per share) 284
Proposed final dividend of 7.0% pence per sharg®

(2021/22: 7.70 pence per share) 516
Total dividend of 10.90 pence per share for 2022/23%

(2021/22:10.90 pence per share) 800

ta) Excludes £2m dividends waived (2021/22. £Im}.

(b} Subject to shareholder approval at the 2023 AGM., the final ordinary dividend will be
paid on 23 June 2023 to ali shareholders on the Register of Members at the close of
business on 12 May 2023,

Certain nomineg Luompanivs | epresenting our employee beneflt
trusts hold shares in the Company in connection with the
operation of the Company’s share plans. Evergreen dividend
waivers remain in place on shares held by these companies
that have not been allocated to employees.

Dividend policy

It is the Board's intention to continue 1o pay a progressive dividend
by aiming to grow the dividend per share each year, broadly
targeting a payout of around 50% of earnings.

Share capital and control of the Company

and significant agreements

Details of the Company's share capital. including changes during
the year in the issued share capital and details of the rights
attaching to the Company’s Ordinary shares are set out in

Note 30 on page 184.

No shareholder holds securities carrying special rights with
regards to control of the Cempany. There are no restrictions
on voting rights or the transfer of securities in the Company.
The Company is not aware of any agreements between holders
of securities that result in such restrictions.

The Company was authorised by shareholders at the 2022 AGM to
replace the existing authority (as granted by sharehoiders at the
AGM held on 25 June 2027 for Directors to allot new shares that
represent not more than one third of the issued share capital of
the Company. It was also given the authority to allot reievant
securities in connection with a rights issue up to a further one
third of the issued share capital as at 3 May 2022. No shares were
allotted under that authority during the financial year. The
Company is seeking to renew this authority at the forthcoming
AGM. within the limits set out in the notice of that meeting.

The Company was authorised by shareholders at the 2022 AGM to
replace the existing authority (as granted by shareholders at the
AGM held on 25 June 2021) to purchase its own shares in the
market up to a maximum of approximately 10% cf its issued share
capital. The Company is seeking to renew the authority at the
forthcoming AGM. within the limits set out in the notice of that
meeting and in line with the recommendations of the Pre-Emption
Group’s Statement of Principles 2015.
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Shares held by the Company's Share Incentive Plan (SIP) Trust.,
International Employee Benefit Trust. Employees’ Share Scheme
Trust and Booker Group 2010 Employee Benefit Trust rank pari
passu with the shares in issue and have no special rights. Voting
rights and rights of acceptance of any offer relating to the shares
held in these trusts rests with the trustees, who may take account
of any recommendation from the Company. The trustees of the
SIP Trust may vote in respect of shares held in the SIP Trust. but
only as instructed by participants in the SIP in respect of their free
shares. partnership shares and dividend shares. The trustees

will not otherwise vote in respect of shares heid in the SIP Trust.

The Company is not party to any significant agreements that
would take effect, alter or terminate following a change of control
of the Company. The Company does not have agreements with
any Director or officer that would provide compensation for loss
of office or employrnent resulting from a takeover. except that
provisions of the Company’s share plans may cause options and
awards granted under such plans to vest on a takeover.

Share forfeiture

As previously announced. the Group undertook a share forfeiture
programme in 2021/22. The proceeds of the share forfeiture
programme generated approximately £5.6m for the Company to
use towards good causes. Following a review of the funds by the
Corporate Responsibility Committee. a £1m donation was made to
FareShare and The Trussell Trust in support of their work
throughout the winter period. A further £1.2m is to be used in the
UK. Central Eurcpe and the Republic of ireland towards Tesco
Community Grants funding and to provide for additional
community activities across the Group. The remaining balance of
c.£3.4m will be utilised for community projects, as part of the
Golden Grants project. over the next three vears.

Share buyback programme

On 13 April 2022, the Company committed to buying back an
additional £750m worth of shares by April 2023. The scle purpose
of the share buyback programme is to reduce the Company’s
share capital. During the year. the Company bought back through
market purchases on the London Stock Exchange 314.845.336
Ordinary shares with a nominai value of 6'/; pence each.
representing 4.3% of the issued share capital of the Company as
at 25 February 2023, for a total consideration of appreximately
£781m. The Company also cancelled 4.800.000 shares purchased
in the previous year. for a total consideration of £14m. For further
details see Note 30. All of the Ordinary shares bought back have
been cancelled.

Articles of Association
The Company’s Articles of Association may only be amended by
special resolution at a general meeting of the shareholders.



Appointment and retirement of Directors
The appointment and retirement of Directors is governed by the
Company's Articles of Association, the UK Corporate Governance
Code 2018, the Companies Act 2006 and other relatec legislation.
In the interests of good governance. all Directors will retire, and
those wishing to serve again will submit themselves for re-election
at the forthcoming AGM.

Lindsey Pownall will be stepping down from the Board and will not
he seeking re-election at the 2023 AGM. All other Directors are
submitting themselves for re-election at the forthcoming AGM and
were subject to a formal and rigorous performance evaluation,
further details of which can be found on page 61.

Directors and their interests

The bicgraphical details of the current serving Directors are set
out on pages 51 to 54. The Directors who served during the

year were: John Allan: Melissa Bethell; Bertrand Bodson: Thierry
Garnier: Stewart Gilliland: Byron Grote: Ken Murphy: Imran Nawaz:
Alison Platt: Lindsey Pownall: Karen Whitworth: Carcline Silver
{who joined the Board on 1 October 2022): Steve Golsby and Simon
Patterson (who both stood down from the Board on 17 June 202Z).
The interests of Directors and their immediate families, who
served during the year. in the shares of Tesco PLC. along with
details of Executive Directors’ share options. are contained in the
Directors’ remuneration report set out on pages 77 to 101

At no time during the year did any of the Directors have a
material interest in any significant contract with the Company or
any of its subsidiaries. A qualifying third-party indemnity provision.
as defined in section 234 of the Companies Act 2006, is in force
to the extent permitted by law for the benefit of each of the
Directors and the Group Company Secretary (who is glso a
Director of certain subsidiaries of the Company} in respect of
[fabilities incurred as a result of their office. In respect of those
llabilities for which Directors may not be indemnified, the
Company maintained a Directors” and Officers’ liability insurance
policy throughout the financial year.

Employment policies

We have continued to focus on ensuring that our employment
policies are simple. helpful and trusted. so that our colieagues
and managers are able to source the information they need
quickly and easily.

We have continued to work with USDAW. our recognised trade
union in the UK. to improve our policies so that they address the
needs of all our colleagues. These include launching our new
performance improvement policy, helping managers and
colleapues understand what performance is. how we measure

it and the clear and simple process we follow to support
colleagues to reach their expected level of performance.

We also launched a new colleague contract in our stores and
customer fulfilment centres. Our colleagues will now have a set
number of contracted hours which will be scheduled within their
availability windows at least three weeks in advance of them
waorking. Colleagues will have a primary department where they
will be scheduled to work the majerity of their shifts but may be
scheduled to wark in other areas for some of their working hours.
This enables colleagues to be flexible with picking up extra hours
and being fully trained across all areas of the store. ieading to
more interesting and varied jobs.

Corporate governance

Qur local and national colleague forums continue to give
colleagues a voice in how the business is run. Such feedback
helps us drive our business forward. as our colieagues are closest
to our customers. To supplement these forums. we have also
continued our Colleague Contribution Paneis. These give our
colleagues the opportunity to share their views directly with a
Non-executive Director, who then relays them to the Board for
discussion and action.

Cur equal opportunities. diversity and inclusion policies support
managers and colleagues in creating a diverse and inclusive
culture where everyone is welcome. Our policies demonstrate
our commitment to providing equal opportunities te all colleagues,
irrespective of age. disability (including colleagues who may have
become disabled during service). gender reassignment, marriage
and civil partnership. pregnancy or maternity. race. religion or
belief. sex or sexual orientation. This year we recognised
mencpause-related absence. ensuring this type of absence
would not be included within absence review levels. This ensures
we are supporting our colleagues during this stage. through
friendily and supportive wellbeing conversations.

Qur aim is to attract and retain a diverse range of applicants from
all different backgrounds. All of our applicants and colieagues are
treated fairly and we have a zero-tolerance approach, not only to
harassment. but also to discrimination and bullying of any kind.
This includes an expectation that our recruitment systems are
accessible and managers give full and fair consideration to
colleagues who have disabilities during recruitment and
subsequently throughout their career with Tesco, including
colleagues who may become disabled during their employment.
where every endeaveur will be made to retain colleagues through
workplace adjustments.

We are also a proud Disability Confident Employer (Level 2) offering
various activities and programmes to attract, develop and retain
talented disabled colleagues. Our colleague network for people
with disabilities provides support by connecting them with people
who have similar interests and backgrounds and helps them reach
their full potential. Through action-oriented colleague learning. we
are focused on raising awareness of the importance of inclusion
and developing a greater understanding of individual and collective
responsikility. Supporting our commitment to change, targeted
learning has been created for all colleagues. as well a§ specific
maodules for line managers, People and Resourcing teams, and our
leadership teams.

Qur colleague networks [Armed Forces. Disability. LGBTG+.
Parents & Carers. Race & Ethnicity and Women at Tesco)
provide support in creating a diverse and inclusive culture
where everyone is welcome.

we actively encourage colleagues to take an interest in the
financial performance of our business through onus plans for
specific populations. We aiso operate two HMRC-approved
all-employee share plans to enable all UK colleagues to share in
the longer-term success of the business. Colleagues at WL3
and above across all markets and countries are awarded shares
through the annual bonus plan. which are deferred at WL4 and
above. Colleagues at WL4 and above across all markets and
countries are alsc awarded shares through the Perfermance
Share Plan.

Colieagues in the RQI can also participate in a scheme that is
aligned to the UK Save As You Earn scheme, so they too can share
in longer-term business success.

Political donations

The Group did not make any political donations (2021/22: £nil} or
incur any political expenditure during the year {2021/22: £nil).
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Directors’ report continued

Compliance with the Groceries (Supply
Chain Practices) Market Investigation Order
2009 and the Groceries Supply Code of
Practice (the Code)

The Code regulates aspects of the commercial relationship
between 14 designated grocery retailers in the UK and their
suppliers of grocery products. The aim of the Code is to establish
and embed the overarching principles of fairness and lawfuiness
within retailer/supplier relationships. Specific supplier protections
under the Code include the obligation for agreements to be in
writing and copies retained: reasonable notice to be given of
changes to the supply chain or reduction in the volume of
purchases: and a number of provisions relating to payments to
suppliers, including cbligations for retailers to pay suppliers in

full and without delay.

Retailer compliance with the Code is overseen by the Groceries
Code Adjudicator (GCA). Mark White. In 2022/23. we continued
to engage constructively with Mark White ang were delighted for
the opportunity to have our Chief Product Officer speak at the
Annual GCA Conference in September 2022.

In the reporting year. we have continued to develop and expand
our Code compliance programme. This year. we launched our
refreshed new starter training module. which was assigned to all
our Food buying teams in July 2022 as an addition 1o the annual
micro-learning refresher training campaign that all Product teams
completed. We also crganised two GSCOP training sessions for the
legal team and the relevant sales teams at dunnhumby to ensure
there is understanding and awareness of the GSCOP principles
which we expect the dunnhumby saies teams to apply. We
conducted a deep dive into forensic auditing. assessing our
internal process against the GCA's best practice statement on
forensic auditing and implementing a small number of process
improvements. Due to high inflation caused in part by post-
pandemic recovery and the war in the Ukraine, requests for cost
price increases (RFCPI) were a sensitive topic throughout the
reporting year. We ensured that cur RFCPI processes are robust.
clear and in line with the GCA's 7 Golden Rules by going to great
lengths to embed the process with our buying teams as well as
introgucing a new module in myProduct to record key data about
RFCPIs. Lastly. we were particularly pleased that in the GCA’s
snnual supplier survey for 2022. 97% of our suppliers recognised
that we comply ‘Consistently well” or ‘mostly well" with the Code.
an improvement of 1%pt over the 2021 survey. rarking us third out
cf 13 retailers

In our cwn Supplier Viewpoint survey. conducted in January 2023,
the results continue to reflect the progress we have made with
our supplier refationships. Cur total Group and UK scores for
suppliers rating their satisfaction with Tesco as either ‘extremely
satisfied” or ‘very satisfied” exceeded our targets. Compared with
the same period fast year. our Group satisfaction score was 86.6%
and our UK satisfaction score was 87%. Both of these scores are
not only an increase compared to last year. but our highest scores
to date and ahead of targets. Among topics relevant to the Code.
our strongest score in Viewpoint continues to be ‘Tesco pays
promptly (within policy terms)’ at 92.8%. 88% of suppliers agreed
that ‘Tesco treats me fairly’.

Also. in the 2022 independent. industry-wide Advantage survey

of retailers. we were pleased to be ranked first for overall
performance for the seventh year running.

Tesco PLC Annual Report and Financial Statements 2023

During the preceding financial year. we provided mandatory
annual refresher training for ali colleagues involved in buying
groceries. including not only the buying teams but alsc a wider set
of colleagues including those working in our Quality and Supply
Chain divisions. in total 804 colleagues completed GSCOP annual
refresher training, with the majority being trained via role-based,
microlearning scenarios. 89% of colleagues said that they found
microlearning a better way to learn and retain training than a single
longer training module. In addition to refresher training. 245 new
starters completed new starter GSCOP training and with the smal!
exception of a couple of colleagues. all of those required to
complete the training did so within the 30-day requirement set
down by the Code. In addition to computer-based training. we
have also provided numerous face-to-face training sessions on
GSCOP, whether on a standalone basis or combined with another
elernent of legal or regulatory education.

This year, six Code-related issues were raised by suppliers. down
from 13 during 2021/22. In addition. one issue was carried over
from 2021/22.

The majority of concerns raised by suppliers rejated to delisting
decisions. but in almost all of these cases the suppliers were not
alieging a breach of GSCOP but were instead seeking to have the
delisting decision reviewed (or elements of it. such as the number
of SKUs to be delisted or the duration of the notice period). One
formal dispute (as defined by Part b. Article ! of the GSCOP Order)
was received during the year.

At the end of the reporting period. we had resolved all but
one of the issues that were raised during the preceding year.
following further discussion between the buying team and the
relevant supplier. or between our Code Compliance Officer
and the supplier

Going concern, longer-term prospects and

viability statement

The Directors consider that the Group and the Company have
adeguate resources to remain in operation for the foreseeable
future and have therefore continued to adopt the going concern
basis in preparing the financial statements. The UK Corporate
Governance Code {which is publicly available at the website of
the FRC at www.frc.org.uk) reguires the Directors to assess and
report on the prospects of the Group over a longer period. This
longer-term viability statement is set cut on pages 46 and 47.

Events after the balance sheet date

On 27 February 2023, the Group issued a €500m and a £250m
bond, maturing in 2031 and 2035 respectively. There were no other
events after the reporting period requiring disclosure.

Directors’ statement of disclosure of

information to the auditor
Each of the persons who is a Director at the date of approval of
this Annual Report confirms that:

- so far as the Director is aware, there is no relevant audit
information of which the Company’s auditor is unaware: and

- the Director has taken all the steps that he/she ought to have
taken as a Director in order to make himself/herself aware of
any relevant zudit information and to establish that the
Company's auditcr Is aware of that information.

This confirmation is given and should be interpreted in accordance
with the provisions of section 418 of the Companies Act 2006.



Streamlined Energy and Carbon Reporting
(SECR) disclosures

A breakdown of our GHG emissicens in accordance with our
regulatory obligation to report GHG emissions pursuant to
section 7 of the Companies Act 2006 (Strategic Report and
Directors’ Report) Regulations 2013 and the Companies
{Directors’ Report}. and Limited Liability Partnerships (Energy
and Carbon Report) Regulations 2018 can be found on page 19.
We continue to implement initiatives to drive energy efficiency
aCross our Sperations in suppert ot our net zero ambitions.
Examples include:

- Completing LED lighting upgrades: following upgrades in
distribution centres and customer fuifilment centres. we have
continued to roll out LED lighting across the UK estate improving
lighting efficiencies in more than 560 stores. resulting in both
front and back of store having LED lighting.

~ Continued investment in an enhanced energy monitoring
platform: insights from monitoring energy usage and key assets
provide opportunities to further optimise energy usage and
inform better decisions across our stores pertfolio.

- Heating, ventilation and air-conditioning (HVAC): we continue to
progress trials for low carbon soluticns and drive market
changes to support decarbonisation plans.

- Progressing use of Telematics and Hive route planning systems:
in our home delivery vans and distribution fleet we continue to
use telematics and improved planning systems. to gain best
operational efficiencies, improving route plans which reduce
mileage and energy requirements.

- Plans to introduce refrigeration units using CO; as a refrigerant:
over the next 12 months, units will be rolled out into distribution
vehicles in the UK.

- Introduced electric LGVs into distribution centres: with plans to
roll cut more in 2023/24. as well as introducing refrigeration
units into vehicles that harness solar power to power these units.

Modern Slavery Act

As per section 54(1) of the Modern Slavery Act 2015, our Modern
Siavery Statement is reviewed and approved by the Board on an
annual basis and published on cur Group website. The statement
covers the activities of Tesco PLC and certain UK subsidiaries and
details policies. processes and actions we have taken to ensure
that slavery and human trafficking are not taking place in our
supply chains or any part of our business. Tesco is dedicated to
tackling medern slavery both within our own cperations and supply
chains. as well as the issue of forced labour more broadly. Modern
slavery is one of our four key human rights strategic priority areas.
in which we work to bring about change through our Improve.
Transform and Advocate medel.

In our supply chains and within our own business, our greatest
risks of modern slavery exist where there is a reliance on
temporary, seasonal. informal and lower-paid labour. Through
consultation with external experts and Tesco's in-house team
expertise, cur enhanced modern slavery strategy details our risk
areas based on regions, products. supply chains and known drivers
of risk. Based on the above criteria, and established knowledge,
we have identified four priority areas: primary sites and end-to-
end poultry in Thailand and Malaysia: priority fisheries: UK and
Central Europe own-operations: and UK seasonal produce.

OQur approach to preventing. identifying and mitigating modern
slavery is based on the five factors that we believe are vital to
enabling an environment to eradicate modern slavery. which
include effective grievance mechanisms and remediation. We have
a robust programme for identifying potentiat or actual modern
slavery concerns including regular SEDEX Members Ethical Trade
Audits (SMETA). training reguirements for all primary suppliers and
a netwark of 40 in-country specialists.

Corporate governance

Detailed examples of how we have remediated issues identified
can be found within our Modern Slavery Statement and include the
reimbursement of identified recruitment fees. Recruitment fees
and debt bondage are recognised to have a causal factor in more
than 50% of modern slavery cases globally. As such. we are
focusing on responsible recruitment as a strategy to mitigate risk
at the source. We have implemented specific responsible
recruitment policies for suppliers in Thailand and Malaysia. and are
working with suppliers in the UK to embed best practice.

More information on cur statement can be found con our website
at www.tescoplc.com.

Anti-bribery matters

We have a zero-tolerance approach to bribery. Our anti-bribery
programme operates across the Group. The programme is built
arcund a clear understanding of how and where bribery risks
affect our business and comprises key controls such as: policies
{anti-bribery, gifts and entertainment. conflicts of interest.
charitable denations): procedures such as conducting due
diligence on suppliers (in particular those who will engage public
officials on our behalf): training colleagues on bribery risks every
year; and ongoing assurance programmes to test that the controls
are functioning effectively. Bribery risk management is discussed
at senior leadership groups in each business unit. including at the
Group level, and also twice a year with the Audit Commitiee.

Cautionary statement regarding forward-

looking information

Where this Annual Report contains forward-looking statements,
these are based on current expectations and assumptions. and
speak only as of the date they are made. These statements should
be treated with caution due to the inherent risks. uncertainties
and assumptions underlying any such forward-lcoking information.

The Group cauticns investors that a number of factors. including
matters referred to in this document, could cause actual results
to differ materially from those expressed or implied in any
forward-iooking statement. Such factors include. but are not
limited to. those discussed under principal risks and uncertainties
on pages 38 to 45.

Forward-looking statements can be identified by the use of
relevant terminclogy including the words: ‘may’. "wili". *seek’.
‘aim’. ‘anticipate’. ‘target’. ‘projected’. "'expect’. ‘estimate’,
‘intend’. ‘plan’. ‘goal’. 'believe’ or other words of similar
meaning and include all matters that are not historical facts.
They appear in a number of places throughout this Annual Report
and include statements regarding the intentions. beliefs or
current expectations of our officers, Directors and employees
concerning. among other things. the Group's results of
operaticns, financial condition. liquidity, prospects. growth,
strategies and the business.

Neither the Group. nor any of its officers. Directors or emplovyees.
provides any representation. assurance or guarantee that the
occurrence of the events expressed or implied in any forward-
looking statements in this Annual Report will actually occur.
Undue reliance should not be placed on these forward-looking
statements. Other than in accordance with our legal and
regulatory obligations. the Group undertakes no obligation to
publicly update or revise any forward-lcoking statement. whether
as a result of new information, future events or otherwise.
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Directors’ report continued

Additional disclosures

Other information that is relevant te the Directors’ report. and
which is incorporated by reference into this report, can be
iocated as follows:

Pages
Events after the reporting period 198
Future developments 4to 47
Research and development 4to 47
Financial instruments and financial risk management 158 to 176

GHG emissions 19

Corporate governance report 48 to 106
Colleague engagement 16 and 17
Stakeholder engagement 26 and 27
Section 172 statement, 25

Disclosures required pursuant to the Listing Rules can be found
on the following pages:

Pages
Listing Rule 9.8.4R
Statement of capitalised interest 138 to 141
Allotment for cash of equity securities 184
Waiver of dividends 102
Listing Rule 9.8.6(8)
Climate-related financial disclosures consistent with
TCFD 20 to 24

The Company has chosen. in accerdance with section 414C(11) of
the Companies Act 2006. and as noted in this Directors” report. to
include certain matters in its Strategic report that would otherwise
be required to be disclosed in this Directors’ report. The Strategic
report can be found on pages 1to 47 and includes an indication of
future likely developments in the Company. details of important
events and the Company’s business model and strategy.

Statement of Directors’ responsibilities
The Directors are respensible for preparing the annual report
and the financial statements in accordance with applicable
law and regulations.

Company law requires the Directors to prepare financial
statements for each financial year. Under that law, the
Directors are required to prepare the Group financial
statements in accordance with UK-adopted international
accounting standards and applicable UK law. The Directors
have also chosen to prepare the Parent Company financial
statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). including Financiai Reporting
Standard (FRS) 101 Reduced Disclosure Framework. Under
company law, the Directors must not approve the financial
statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Company and of the profit
or loss of the Company for that period.

in preparing the Parent Company financial statements, the
Directors are required to:

- select suitable accounting policies and then apply them
consistently:

- make judgements and acccunting estimates that are reasonable
and prudent:

- state whether applicable UK Accounting Standards have been
followed, subject to any material departures disclesed and
explained in the financial statements: and

- prepare the financial statements on the going concern basis
untess it is inappropriate to presume that the Company will
continue in business.
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In preparing the Group financial statements. International
Accounting Standard 1 requires that Directors:

- properly select and apply accounting policies.

- present information. Including accounting pokicies. in a manner
that provides relevant, reliable. comparable and understandable
information:

- provide additional disclosures when compliance with the
specific requirements in IFRSs are insufficient to enable users
to understand the impact of particular transactions. other
events and conditions on the entity’s financial position and
financial performance: and

- make an assessment of the Company’s ability to continue as a
going concern.

The Directors are responsible for keeping adeguate accounting
records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time
the financial position of the Company, and enable them to ensure
that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of
the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company's website. Legisiation in the United Kingdom governing
the preparaticn and dissemination of financial statements may
differ from legisliation in other jurisdictions. Each of the serving
Directors. whose names and functions are set out on pages 91
to 54. confirms that. te the best of their knowledge:

- the financial statements, prepared n accordance with the
relevant financial reporting framework. give a true and fair view
of the assets. liabilities. financial position and profit or loss of
the Company and the undertakings included in the consclidation
taken as a whole:

- the Strategic report includes a fair review of the development
and performance of the business and the position of the
Company and the undertakings included in the consclidation
taken as a whole, together with a description of the principal
risks and uncertainties that they face; and

- the Annual Report and Financial Statements. taken as a whole.
are fair. balanced and understandable and provide the
information necessary for shareholders to assess the
Company's positicn and performance. business model and
strategy.

By order of the Board

A A~

Robert Welch
Group Company Secretary
12 April 2023

Company number:
00445790



Financial statements

Independent auditor’s report to the members of Tesco PLC

Report on the audit of the financial
statements

1. Opinion

In our apinion:

~ the financial statements of Tesco PLC (the Parent Company)
and its subsidiaries (the Group) give a true and fair view of the
state of the Group's and of the Parent Company’s affairs as at
25 Febrruany 2023 and of tho Croup’s profit for the 52 weclk
period then ended;

- the Group financial statements have been properly prepared
in accordance with United Kingdom adopted international
accolnting standards:

- the Parent Company financial statements have been properly
prepared in accordance with United Kingdom Generally
Accepted Accounting Practice. including Financial Reporting
Standard 101 ‘Reduced Disclosure Framework”, and

- the financial statements have been prepared in accordance
with the requirements of the Companies Act 200€6.

We have audited the financial statements which comprise:

- the Group income statement:

~ the Group statement of comprehensive income/(loss):

- the Group and Parent Company balance sheets:

- the Group and Parent Company statements of changes
in equity:

- the Group cash flow statement; and

- the related Notes 1to 35 of the Group financial statements
and Notes 1to 16 of the Parent Company financial statements.

The financial reporting framework that has been applied in the
preparation of the Group financial statements is applicable law

and United Kingdom adopted international accounting standards.

The financial reporting framewcrk that has been appiied in the
preparation of the Parent Company financial statements is
applicable law and United Kingdom Accounting Standards.
including FRS 101 Reduced Disclosure Framework'

{United Kingdom Generzally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK} {ISAs (UK} and applicable law.
Our responsibilities under these standards are further
described in the auditor’s responsibilities for the audit of
the financial statements section of cur report.

We are independent of the Group and the Parent Company in
accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the
Financial Reporting Councii's (the "FRC's") Ethical Standard as
applied to listed public interest entities, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements. The non-audit services provided to the Group and
Parent Company for the year are disclosed in Note 3 (Operating
expenses) to the financial statements. We confirm that we have
not provided any ncn-audit services prohibited by the FRC's
Ethical Standard to the Group or the Parent Company.

wWe believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

3. Summary of our audit appreoach
Key audit matters
The key audit matters that we identified in the current year were:

- store impairment review:

- Tesco Bank loan impairment:

- recognition of commercial income:

- Tesco Bank gocdwill impairment:

- pension valuation: and

- rotail tochnotogy environment, including IT security.

Within this report. key audit matters are identified as follows:

© Newly identified

O Increased level of risk
© Similar leve! of risk

©Q Decreased level of risk

Materiality

The materiality that we used for the Group financial statements

was £100m (2021/22: £100m) which was determined on the
basis of 4.64% (2021/22: 4.60%) of adjusted profit before tax
from continuing operations (including net pension finance
income/{cost)) as described further on page 115,

Scoping

Our audit scoping provides full scope and specified scope audit
coverage of 97% (2021/22: 96%) of revenue frem continuing
operations. 93% (2021/22: 98%) of ocperating profit from
continuing operations and 96% (2021/22: 95%) of total assets.

Significant changes in our approach
There are no significant changes in our approach in comparisen
to prior year.

4. Conclusions relating to going concern

In auditing the financial statements. we have concluded that the
Directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

Our evalugtion of the Directors’ assessment of the Group's and
Parent Company’s ability to continue to adopt the going concern
basis of accounting included:

- obtaining confirmation for the financing facilities including
nature of facilities. repayment terms and covenants to ensure
that these facilities remain available at year end:

- assessing the reasonableness of the assumptions used in the
Group's funding plan approved by the Board (which included
the impact of global supply chain pressures and recessionary
impact on customers’ disposal income);

- testing the clerical accuracy used to prepare the forecasts
including obtaining an understanding of relevant controils over
management’s model;

- reviewing the liquidity forecast and undertaking sensitivities
to assess whether there is sufficient headroom:

- challenging the assumptions used within the Group's going
concern mode! by obtaining third-party and market data and
evaluating any differences between this data and the
judgement and assumptions used;

- evaluating the historical accuracy of forecasts prepared by
management:

- considering the mitigating factors identified by management
in relation to their going concern analysis; and

- assessing the appropriateness of the Group's disclosure
concerning the going concern basis.
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Independent auditor’s report to the members of Tesco PLC continued

Based on the work we have performed. we have not identified

any material uncertainties reiating to events or conditions that.
individually or collectively. may cast significant doubt on the
Group's and Parent Company’s ability to centinue as a going
concern for a period of at least 12 months from when the financial

statements are authorised for issue.

In relation to the reporting on how the Group has applied the UK
Corporate Governance Code, we have nothing material to add or

5. Key audit matters

Key audit matters are those matters that. in our professicnal

judgement, were of most significance in our audit of the financial
statements for the current period and include the most significant
assessed risks of material misstatement (whether or not due to

fraud) that we identified. These matters included those which
had the greatest effect on the overall audit strategy. the

of the engagement team.

draw attention to in relation to the Directors’ statementin the

financial statements about whether the Directors considered it
appropriate to adept the going concern basis of accounting.

Cur responsibilities and the responsibilities of the Directors with

allocation of resources in the audit and directing the efforts

These matters were addressed in the context of our audit of
the financial staterments as a whole, and in forming our opinion

thereon. and we do not provide a separate opinion on these

matters.

respect to going concern are described in the relevant sections

of this report.

Key audit matter description

How the scope of our audit responded to the key audit matter

Key observations

© 5.1Store impairment review

As described in Note 1({Accounting policies,
judgements and estimates), Note 11 (Property.
plant and equipment) and Note 12 {Leases) of
the financial statements, the Group held
£16.862m (2021/22: £17.060m} of property. plant
and equipment and £5.500m of right of use
assets (2021/22: £5.720m} at 25 February 2023.

Under 1AS 36 'Impairment of Assets’. the Group
is required to complete an impairment review of
its store portfolio where there are indicators of
impairment or impairment reversal. Judgement
is required in identifying indicators of
impairment charges or reversals and estimation
is required in determining the recoverable
amount of the Group's store portfolio.

Where a review for impairment. or reversal of
impairment. is conducted. the recoverable
amount is determined based on the higher of
‘value in use’ or 'fair value less costs of disposai’.

Value in use has been calculated using
probability-weighted cash flows refiecting
management’s best estimate of the impact of
the economic environment and climate change
on the future trading performance of the
Group. Further details of the probability-
weighted cash flows are set out in Note 14
{Impairment of non-current assets} of the
financial statements.

Management estimate the fair value less costs
to dispose of the stores with the assistance of
independent professicnal valuers. External
valuations are obtained for a sample of stores.
the results of which are then used by
management’s in-house experts to determine
the fair value of the other properties. Further
getails of the basis for the valuation are set out
in Note 14.

In making their assessment of value in use and
fair value less costs to dispose. management
has considered the impact of the
macroeconomic trading environment
{including the impact of cost of living increases
and fluctuations in energy costs and inflation}
on forecast cash flows and property fair
values where conditions existed at the
balance sheet date.

Qur audit procedures included obtaining an
understanding of relevant controls around the
impairment review process. Qur procedures
in relation to the Group's value in use
assessment included:

- challenging the key assumptions utilised in the cash
flow forecasts with reference to historical trading
performance. the wider economic environment
{including possible macroeconomic impacts of the
cost-of-living crisis and fiuctuations in energy costs
and infiation), anticipated changes in consumer
behaviour. competitor actions. our understanding
of the Group’s strategic initiatives. climate change
considerations and leveraging our wider industry
knowledge:

- reviewing the accuracy of past forecasts of growth
rates and future cash flows to assess the level of
accuracy of the forecasting process:

- performing sensitivity analyses to assess the impact
on impairment of a change in the probability
percentages applied to the cash flow scenarios:

- with the involvement of our valuation specialists.
calculating an independent range and evaluating
management’s inputs to their discount rate and
long-term growth rate;

- assessing and challenging the adequacy of
management's sensitivity analysis in relation to key
assumptions to consider the extent of change in
those assumgtions that. either individually or
collectively, would be required to lead to a
significant further impairment charge or reversal. in
particutar forecast cash flows, discount rates and
property fair values. in light of increased market
volatility due to the cost-of-living crisis and
fluctuations in energy prices and inflation:

- using analytical techniques to identify unusual

trends in data inputs and model outputs. to identify

inaccurate data and any modelling errors or
management bias:

assessing the methodology applied in determining

the value in use compared with the requirements

of iAS 36, including challenging the appropriateness
of excluding certain cashflows contained within the

LTP which are not permissible under [AS 36: and

checking the integrity of the value in use mogel

prepared by the Group. with the assistance of our
specialist modelling team.

t

Based on our audit procedures
we are satisfied that the
assumptions in the impairment
models are within an
acceptable range, and that the
estimate of the Group's net
Impairment charge is
reascnable.

We also consider the
disclosures. including the
sensitivity disclosure in Note 14,
to be appropriate.

Tesco PLC Annual Report and Financial Statements 2023



Key audit matter description

Financial statements

How the scope of our audit responded to the key audit matter Key observations

© 5.1 5tore impairment review continued

The key audit matter relates specifically
tC the UK trading store portfolic which
represents 80% of both the Group's
property. plant and equipment and right
of use asset balances.

Management’s impairment review Is
sensltlve to changes in the key assumptions
as set out in Note 14. Judgement is
required to forecast store cash flows
which are derived from the Beard
approved Long Term Plan (LTP). In
particular, the impairment model is
sensitive to changes to the year 3 cash
flow as this cash flow is discounted

into the long term in the value in use
calculation. Key areas of judgement in the
cash Mow Torecasts Include the ability of
management to achieve their forecasts in
light of changing consumer behaviour. the
volatile retail environment and the Group’s
ability to realise forecast cost savings.

Other areas of key estimation in the store
impairment review are as follows:

- the probability applied to each cash fiow
scenaric in calculating the probability-
weighted cash flows;

- the adjustments made to the LTP
cashflows to ensure the impairment
model cashflows comply with 1AS 36:

- the discount rate and long-term growth
rate used to determine value in use from
the probabiity-weighted cash flows: and

- the fair value of properties supporting
the carrying value of store assets. in
particular in response to the changing
retail and broader property landscape.

The LTP is prepared on a top-down basis
and not at an individual store level.
Management perform an exercise to
allocate forecast performance across
individuai stores within the portfelio
ensuring cashflows derived from the LTP
are in gccordance with |AS 36, This
increases the complexity and level of
judgement within the impairment model.

As a result of the Group's store impairment
review completed during the year. a net
impairment charge of £982m (2021/22:
£115m) was recognised. The sensitivities
associsted with management’s impairment
review are presented within Note 14 1o the
financial statements.

The Audit Committee's discussion of this
key audit matter is set out on page 74.

In relation to the Group's stores where their value is
supported by fair value less costs to dispese. our
procedures included challenging the assumptions used by
the Group in determining the fair market value, including
those completed by external valuers and assessing whether
appropriate valuation methodologies have been applied.
Where stores are supported by their fair values less costs
to dispose trather than value in use) but management plan
to continue to trade in the store, we have challenged
management as to why the fair value is appropriate in
these circumstances. Our property valuation specialists
have been involved in evaluating the fair value less Cost to
sell and, as part of our work performed. we have evaluated
the competence. capability and objectivity of
management’s valuers.

We also evaluated whether there was appropriate
disclosure regarding sensitivities associated with
management’s impairment review.

Tesco PLC Annual Report and Financial Statements 2023

109



no

Independent auditor’s report to the members of Tesco PLC continued

Key audit matter description

How the scope of gur audit responded to the key audit matter

Key observations

© 5.2 Tesco Bank loan impairment

As disclosed in Note 23 {Loans and advances to
customers). the Group held an expected credit
loss {ECL) provision in respect of loans and
advances to customers of £46tm at 25 February
2023 (2021/22: £489m). The ECL on loans and
advances to customers charged to the income
statement was £61m in the year to 25 February
charge compared to the prior year is primarily
due to the impact of the worsening
macroeconomic outlook in the current year,
partially offset by a reduction in post-model
adjustments (PMAs). including the release of
COVID-19 related PMAs.

Loan impairment remains one of the most
significant judgements made by management.
We consider the most significant areas of
judgement within the Group's collective
provisioning methodologies, and therefore the
key audit matters within loan impairment. to be:

- Macroeconomic scenarios: ECL provisions
are required to be calculated on a forward-
looking basis under IFRS & ‘Financial
Instruments. Management. with the assistance
of external economic specialists. apply
significant judgement in determining the
forecast macroeconomic scenarios and the
probability weighting of each scenaric that
are incorporated into the ECL model.

- PMAs: Management has included a customer
uncertainty PMA of £22m (2021/22: £75m) and
model underestimation and uncertainty PMA
of £68m (2021/22: £nill to capture the
potential downside risks and mode! limitations
arising as a result of the continued
macroeconomic uncertainty and cost-of-
living crisis on the Bank’s customers.

Other material judgements include the
determination of the expected lifetime. the
definition of a significant increase in credit
risk. the determination of probability of default
and exposure at default. the identification of
loss events and the determination of loss

given defauft.

Given the material impact of the significant
judgements taken by management in the
measurement of the ECL provision, we also
consider there is an inherent risk of fraud
through manipulation of this balance

Management's associated accounting policies
are detailed in Note 1. including detail about the
judgements made in applying accounting policies
and critical accounting estimates.

The Audit Committee’s discussion of this key
audit matter is set out on page 74.

We have obtained an understanding of and assessed
the relevant controls. including model governance
forums. model monitoring and calibration, the
determination of PMAs. the review and approval of
macroeconomic scenarios. the flow of data from

the Group’'s informaticn systems into the ECL model.

and the flow of the output of the ECL model to the
general ledger.

Our audit work to address the key audit matter
included the procedures noted below.

Macroecanomic scenarios and related model
refinements

With support from internal economic modelling
specialists. we chalienged the macroecenomic
scenario forecasts that were incorporated inte
the ECL model. including management’s selection
of the relevant macroeconomic variables.

We assessed management’s forecasts and their
probability against external sources to assess their
reasonableness. considering the forecasts in light
of any contradictory information.

We also assessed the competence. capabilities
and objectivity of management’s external
economic specialist, who supplies the
macroeconomic forecasts to management, and
considered whether the methodoicgy adopted
by the expert was reasonable.

We also evaluated whether there was appropriate
disclosure regarding the macroeconomic scenarios

selected by management. their probability weighting.

and the related sensitivities.

PMAs

With support from our credit risk specialists. we
challenged the appropriateness of the customer
uncertainty and model underestimation risk
uncertainty PMAs recorded by management. as
well as the completeness of PMAs with reference
to our observations in the broader market and
understanding of the risk profile of the portfelio.

We evaluated the accuracy of the calculation of the
PMAs. which included an assessment of the
completeness and accuracy of the underlying data
used by management in their calculation.

We also evaluated whether there was appropriate
disclosure regarding the significant PMAs including
how they were determined and the range of
possible outcomes.

Based on our audit procedures
we are satisfied that
management’s provision is
reasonably stated, and is
supported by a methodology
that is consistently applied and
compliant with IFRS 9. We
consider the sensitivity
disclosures provided in Note 27
{Financial risk management) to
the financial statements to be
appropriate.
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Key audit matter description

Financiat statements

How the scope of our audit responded to the key audit matter Key obser vations

© 5.3 Recognition of commercial income

As described in Note 1{Accounting policies,
judgements and estimates} and Note 20
(Commercial income) of the financial
statements. the Group has agreements with
suppliers whereby volume-related allowances.
promotional and marketing allowances and
various other fees and discounts are received in
connection with the purchase of goods for
resale from those suppliers. As such. the Group
recognises a reduction in cost of sales as a result
of amounts receivable from those suppliers.

Commercial income should only be recognised
as income within the income statement when
the performance conditions associated with it
have been met, for exampie where the
marketing campaign has been held.

The variety and number of the buying
arrangements with suppliers can make it
complex to determine the performance
condltions associated with the income. giving
rise to a requirement for managerment
judgement. As such we have identified this as

a key audit matter and considered that there
was a potential for fraud through possitle
manipulation of this income for promotional
space and cost price reconciliation agreements.

Wwith the exception of the UK retail business, we
consider the risk associated with commercial
income in all cther components of the Group to
have reduced in compariscn ta the prior year.
reflecting the changing nature anct quantum of
the associated commercial income
arrangements in these businesses.

The Audit Committee’s discussion of this key
audit matter is set out on page 74.

Our audit procedures inciuded obtaining an Based on our audit procedures
understanding of relevant controls that the we are satisfied that the
Group has established in relation to commercial recognition of commercial
income recognition. income is satisfactory, We

consider the disclosure given
In addition, we performed the following: in the financial statements

around commercial income
- used data analytics to identity commerciaf income  provides an appropriate

deals which exhibited characteristics of audit understanding of the types of
interest. such as those related to promotional rebate income received and
space or cost price reconciliations. upon which the impact on the Group's
we completed detailed audit testing: balance sheet.

- tested whether amounts recognised were
accurate and recorded in the correct period by
circularising a sample of suppliers to test whether
the arrangements recorded were in accordance
with the terms agreed in advance with the
suppliers with regard to the nature. trming and
amount of the promotions. Where responses from
suppliers were not received. we completed
alternative procedures such as agreement to
underlying contractual arrangements:

- tested the year-end accrual for promotional deals
to assess whether perfermance cbligations have
been fulfilled where they have been inveiced
subsequent to year end:

- tested the mechanical accuracy of calculations
in respect of relevant arrangements:

- held discussions with certain suppliers to further
understand relevant arrangements:

- held discussions with members of the Group’s
buying personnel to further understand the
buying processes:

- tested the completeness of commercial income by
evaluating management’s review and conclusions
related to any commercial income deals that may
have been missed and performing analytical
procedures to identify deals where performance
obligations have been fulfilled but inveoicing could
not ocour due to pending final administrative
procedures:

- tested commercial income balances included
within inventories and trade and other receivables.
or netted against trade and other payables {as set
out in Note 20) via balance sheet reconciliation
procedures;

- assessed the Group's ongoing compliance with the
Groceries Supplier Code of Practice (GSCOP). and
additionally. evaluated the reporting and
correspondence to the Group's supplier hotline in
order to identify any areas where further
investigation was required: and

- assessed the appropriatensess of the disclosures
made in relation to commercial income in the
Group’s financial statements.
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Independent auditor’s report toc the members of Tesco PLC continued

Key audit matter description

How the scope of our audit responded to the key audit matter

Key ohservalions

© 5.4 Tesco Bank goodwill impairment

As described in Note 1 {Accounting policies.
judgements and estimates) and Note 10 {Goodwill
and other intangible assets) of the financial
statements. the Group held £4.327m (2021/22:
£4.29'm) of goodwill. of which £500m relates to
Tesco Bank (2021/22: £500m).

Under IAS 36 impairment of assets’. the Group
is required to review goodwill for impairment at
least annually by assessing the recoverable
amount of each cash-generating unit. or

group of cash-generating units. to which the
gooadwill relates.

Assessing the recoverable amount of the Tesco
Bank cash-generating unit requires a high leve!
of judgement in forecasting future cash flows,
determining future growth rates and estimating
the discount rate to be applied.

The key audit matter specifically relates to the
following:

- the post-tax discount rate that management
apply to the cashflows; and

- the cashflow forecasts reflected in the
long-term plan. in particular whether the
assumptions on revenue growth and the
future cost base are achievable and reflect
the long-term economic outlook and sector
trends.

Tesco Bank goodwill is sensitive to changes in the
key assumptions. in particular the discount rate
and long-term plan cash flows. with a 0.3%pt
increase in the discount rate. decrease in annual
equity cashflows of 4.3% or decrease in
long-term growth rate of C.4%pt reducing the
year-end headroom of £561m to £nil, as noted in
Note 14.

As management have continued to execute and
deliver against Tesco Bank's strategy. the
uncertainty associated with achieving the
planned cash flows associated with its value in
use is reduced. We have therefore reduced the
risk level associated with the Tesco Bank goodwill
impairment frorm the prior year.

The Audit Committee’s discussion of this key
audit matter is set out on page 72.

Our audit procedures included obtaining an
understanding of relevant contrals in relation to the
review and approval of the discount rate and Tesco
Bank's cash flow forecasts used in the model.

we have also performed a series of specific audit
procedures to address the key audit matter which
included the foliowing:

Discount rate

Use of specialists: We involved our valuation
specialists in testing the discount rate used in
calculating the recoverabte amount. We calculated
an independent range of acceptable discount rates
and challenged management’s inputs to their own
calculation.

Cashflow forecasts

Forecasting accuracy: We assessed management’s
forecasting accuracy based on the historical
forecasts and actuals.

Key assumptions: We have agreed the underlying
cashflow forecasts te the latest Board approved
long-term pian LTP and challenged the achievability
of the revenue growth and cost reduction
assumptions in the outer years of the cash flow
forecasts. This included consideration of
management’s specific initiatives for delivering
growth and whether forecast margins are in line
with historical margins and what is observed in

the wider market.

Use of independent market expectations: We
performed a comparison of the Bank's forecast
earnings multiple with those of other competitors
within the banking sector to assess the overall
reasonableness of the forecasts.

Disclosure

We also evaluated whether there was appropriate
disclosure regarding the discount rate and cther key
assumptions, inciuding the sensitivity disclosure.

Based on our audit procedures
we are satisfied that the
assumptions in the Tescc Bank
goodwill impairment model are
reasonable and supportabie
based on avalable evidence.,
both internal and external. and
that ne impairment was
required. We also consider the
disclosures. including the
sensitivity disclosure in Note 14,
to be appropriate.
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Key audit matter description

Financial statements

How the scope of our audit responded to the key audit matter Key observations

© 5.5 Pension valuation

As described in Note 1 (Accounting policies.
judgements and estimates) and Note 29
(Post-employment benefits) of the financial
staterments, the Group has a defined benefit
pension plan in the UK retail business. At 25
February 2023. the Group recorded a net
retirement benefit deficit before deferred tax of
E3Gd11 (2021722 neL 1 eLiternent behetit surplus
before deferred tax of £2.847m). comprising plan
assets of £13,025m (2021/22: £22,330m) and plan
liabilities of £13.416m (2021/22: £19.542m). The
net retirement deficit of £394m (2021/22:
surpius of £2.847m) before deferred tax
comprises schemes in surpius of £6m (2021/22:
£3.150m) and schemes in deficit of £400m
{2021/22: £303m).

The valuation of the Group's pension obligations
is sensitive toc changes in key assumptions and is
dependent on market conditions. The key audit
matter specificaily relates to the key financial
and demographic assumptions linked to the
valuation of the UK retail pensicn pfan
obligations: discount rate. inflation expectations
and mortality assumptions. The setting of these
assumptions is complex and requires the
exercise of significant management judgement
with the support of management’s actuaries
and valuation experts.

The Audit Committee’s discussion of this key
audit matter is set out on page 74.

Based on our audit procedures
we are satisfied that the overall
methodology is appropriate,
and the key assumptions
applied in relation to
determining the pension
valuation are within our
reascnable range.

Our audit procedures included obtaining an
understanding of relevant controls in relation to
the pension cbligation valuation process.

In addition. we invalved our actuarial specialists
to assess the key actuarial assumptions used.
both financial and demographic. and considered
the methodology utilised to derive these
assumptions. In order 1o assess and challenge the
reasonableness of management’s discount rate.
we independently calculated an appropriate range
from available market data and compared this to
management’s rate.

Working with our actuarial experts. we benchmarked
and chaillenged other assumptions used by
management in determining the value of pension
liabilities, particutarly focusing on inflation and
mortality. This included comparing the inputs and
assumptions used in determining the valuation of
the UK retail pension plan to those used in
comparable pension plans and our internal
benchmarks. In particular we considered the
adjustment made by management to the Continuous
Mcrtality Investigation {CMI) 2021 mortality tables

to apply a weighting factor to reflect its assessment
of the potential CCVID-19 mortality impact, with
reference to advice the Group has received from its
actuaries.

Additionally. we have considered the competence.
capabilities and objectivity of the actuaries and
vatuation experts engaged by management 10
perform valuations of the relevant plans.
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Independent auditor’s report to the members of Tesco PLC continued

Key audit matter description

How the scope of our audit respended to the key audit matter

Key observations

© 5.6 Retail technology environment, including IT security

Since 2015/16 we have reported deficiencies
in certain IT controls within the retail IT
systems, which could have an adverse impact
on the Group's controls and financial
reporting systems.

Management has implemented a remediation
clan on control deticiencies related to
Application User Access Management and
Privileged Access Management. progress against
which is menitored. IT remediation is a complex,
multi-year project involving management
judgement and processes which are at risk of
being inappropriately designed or executed.

Areas of management’'s remediation programme
tc which the key audit matter has been
pinpointed Include:

- appropriateness of remediated access
controis across in-scope applications and
their supperting infrastructure; and

- whether the remediated controls address
previously identified deficiencies.

We consider the level of risk associated with this
key audit matter has reduced from the prior
year due to the continued progress made during
the current year in remediating the historical T
control deficiencies identified.

The Audit Committee's discussion of this key
audit matter is set out on page /3.

We have continued to challenge and assess
changes to the IT environment through the testing
of remediated controls and concluding on the
sufficiency and appropriateness of

management’s changes.

During the year we have obtained an understanding
ul tedevanl conlrols over the information systems
that are important to financial reporting. including
the changes made as part of the Group’s IT
remediation programme.

Consistent with previous years we did not plan to
take a control-reliant audit approach in the retail
business due to the weaknesses in the [T
environment.

We have obtained an understanding of refevant
manual controls which relate to identified
deficiencies and consistent with the prior year we
extended the scope of our substantive audit
procedures in response to the deficiencies which
affected the applications and databases within the
scope of our audit.

Although managerment’s
remediation plan is designed
to address the historic
deficiencies identified. given
the complexity of the underlying
systems the planis a multi-year
programme and not yet
complete. Based on our audit
procedures we have continued
to see progress in
management’'s remediation
pian. in particular regarding
user access management.
Further remediation work is
ONgoIng.
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Financial statements

6. Our application of materiality

6.1 Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of a
reasonably knowledgeable person would be changed or influenced. We use materiality both in planning the scope of our audit work and in
evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Group financial statements Parent Company flinancial statements
Materiatity £100m (2021/22. £10011) L8 (2021724: Ltom)
Basis for 4.64% (2021/22: 4.60%) of adjusted profit before tax Materiality represents less than 1%
determining {inctuding net pension finance income/icost)) of £2.156m  (2021/22: less than 1%} of net assets.
rnateriality (2021/22: £2.175m).
Rationale for We have determined materiality based on 4.64% of As this is the Parent Company of the Group. it does not
the benchmark adjusted profit before tax from continuing operations generate significant revenues other than investment
applied (including net pension finance income/{(cost)). Adjusting  returns. but incurs costs.

items are defined in Note 1and include net pension

finance income/(cost), For the purpose of cur materiality Net assets are of most relevance to users of the financial
determination we have excluded them from adjusting statements.

items and therefore ncreased/(reduced} adjusted profit

before tax accordingfy. Our determined materiality

represents 0.15% (2021/22: 0.16%) of the Group's revenue

from continuing operations and 0.8% (2021/22: 0.6%) of

net assets.

Refer to Note 4 (Adjusting items) for further details of

adjusting items and management's reconciliation of this

alternative performance measure to the Group’s

statulcry measure.
Component The work performed on components identified in our Group audit scope {excluding the Parent Company) was
materiality completed to a component materiality level between £10m and £49m {2021/22: £9m and £49m).

6.2 Performance materiality
we set performance materiality at a level lower than materiality to reduce the probability that. in aggregate. uncorrected and undetected
misstatements exceed the materiality for the financial statements as a whole.

Group financisl statements Parent Company financial statements
Performance 65% (2021/22: €5%) of Group materiality 65% (2021/22: 65%) of Parent Company materiality
materiality
Basis and rationale  As we continue to be unable ta rely on internal controls in the retail business. consistent with previous years. we
for determining have used a lower percentage of materiality to determine our performance materiality for 2022/23. In determining
performance our performance materiality we have alsc considered the nature. quantum and velume of corrected and
materiality uncorrected misstatements in prior periods. including pricr peried errors. and our expectation that misstatements

from prior periods would not fikely recur in the current period.

6.3 Error reporting threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £6m (2021/22: £6m), as wel! as
differences below that threshold that. in our view. warranted reperting on qualitative grounds. We also report to the Audit Committee on
disclosure matters that we identified when assessing the overall presentation of the financial statements.
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Independent auditor’s report to the members of Tesco PLC continued

7. An overview of the scope of our audit

7.1 dentification and scoping of components

Our Group audit was scoped by obtaining an understanding of the
Group and its environment. including Group-wide controls. and
assessing the risks of material misstatement at the Group level.
The Group has subsidiary grocery retail operations in five
countries. together with interests in a number of other businesses
both in the UK and internationally.

The Group's accounting proccss is structu ed anvund Lusiness
units managed by local finance functions and further supported by
shared service centres in Bengaluru, India and Bugapest. Hungary
which provide accounting and administrative support for the
Group’s core retail operations. Each local finance function reports
through to the central Group finance function based at the
Group’s head office.

Based on our assessment of the Group, we focused our Group
audit scope primarily on the audit work on six significant retall
locations (UK, Booker, Repulslic uf lreland. Czech Republic,
Hungary and Slovakia} and Tesco Bank. The operations in

Czech Republic. Hungary and Slovakia are managed as one
combined business. All of these components performed a
detailed scoping exercise 1o determine which individual entities
and account balances would be subject to full scope or
specified scope audits. the latter being where only the key
financial statement account balances were included in scope.
For entities and account balances not subject to full or specified
audit procedures we performed analytical review procedures
to confirm our conclusion that there was no significant risk of
material misstatement in the residual population. The entities
which were either in full or specified audit scope in the current
year represent 97% (2021/22: 96%) of revenue from continuing
operations. 93% (2021/22: 98%) of operating profit from
continuing operations and 96% (2021/22: 95%) of total assets.

In addition, we have performed analytical review procedures for

three other businesses (dunnhumby. Tesco Mobile and CneStop).
where the extent of our testing was based on our assessment of

the risks of material misstatement and of the size of the Group’s
operations at these locations.

As each of the local finance functions maintains separate financial
records. we have engaged component auditors from the Deloitte
member firms in the UK, Republic of Ireland and Central Europe to
perform procedures at all the wholly-owned components under
our direction and supervision. This approach also allows us to
engage local auditors who have appropriate knowledge of local
regulations to perform the audit work. under a common Deloitte
audit approach.
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The components withTn full scope contribute the proportions of
Group totals shown below.

Revenue from continuing operations

Profit before tax from continuing operations

Total assets

At the Group level we alsc tested the ceonsolidation process and
carried out analytical procedures to confirm our conclusion that
there were no significant risks of material misstatement of the
aggregated financial information of the remaining components
not subject to full scope or specified scape audits. At a Group
level we also performed audit procedures on centrally held
balances including treasury. post-employment benefit
obligations. head office costs and litigation and claims

The most significant ccmponent of the Group is its retail business
in the UK. As such. there is extensive interaction between the
Group and the UK audit team to allow appropriate level of
direction and supervision in this audit work. During the course

of our audit. the UK audit team visited 26 retail stores in the

UK tojointly attend inventory counts and to complete store
control testing procedures. and 8 (2021/22: 6) distribution centre
inventory counts. In 2021/22 the UK audit team visited 48 retail
stores to seperately attend either inventery counts or in erder to
complete store control visits.



7.2 Our consideration of the control environment

In the current year our controls approach was principally designed
Lo infurm our risk assessment. to allow us 1o test the operating
effectiveness of certain relevant controls, to test controls that
address risks of material misstatement for which substantive
procedures alone would not provide sufficient appropriate audit
evidence and to test the operating effectiveness of controls
within processes where a contrals reliance approach was taken.
As noted on page 115 1t is not possible to take a controls reliant
audit approach in the retall hisinesses die tnthe IT Aeficienries
In addition Tesco Bank has separate information systems where
the same IT deficiencies do not exist and therefore a controls
reliant audit approach was taken.

The Group's operations utilise a range of information systems
which underpin the financial reporting process. These are largely
consistent across the retail business, however, Tesco Bank has
separate information systems due to the nature of the business.
For all of the components that were subject to full scope audits,
we abtained an understanding of the relevant IT systems for the
purpose of our audit work.

In previous years we reported deficiencies in certain IT controls.
As described in the Audit Committee Report on page 73,
management has implemented a remediation pian. progress
against which is monitored. Accordingly. consistent with the prior
year, we extended the scope of our substantive audit procedures
in response to the identified deficiencies.

Further details are set out in the 'Retail technology environment.
including IT security’ key audit matter in section 5.6 above.

7.3 Our consideration of climate-related risks

The Group is exposed to the impacts of climate change on its
business and operations as highlighted in the Task Force on
Climate-Related Finangial Disclosures (TCFD) report on page 20.
viability statement on page 46. the principal risks on page 38, and
in Note 14 of the financial statements.

We have engaged with both the central finance and sustainability
functions to gain an understanding of the assessment of. and the
process undertaken to both identify and quantify. the Group's
climate-related risks. We have engaged our climate specialists

in our assessment to consider broader industry and

market-wide practice.

We completed an independent climate-based risk assessment in
order to consider the potential impact of climate change on the
Group's financial statements. incorporating both business specific
knowledge and wider industry awareness. including the extent to
which they have been inciuded in the Group's forecast financial
information. We used this to assess the completeness of the
Group's identified risks and to develop audit procedures to
respond to these risks. in particular as part of our work in relation
to store impairment and leng-term viability. as weil as considering
climate-related risks throughout our risk assessments on each
financial statement account balance. Further details of our work in
relation to store impairment are set out in the 'Store impairment
review' key audit matter in section 5.1 above.

In considering the disclosures presented as part of the Strategic
Report. we engaged our climate specialists to assess compliance
with the TCFD requirements and the recommendations made by
both the Task Force and FRC as set out in their thematic reviews.
We have also assessed whether these disclosures reflect our
understanding of the Group's approach to climate.

Financial statements

7.4 Working with other auditors

The Group audit team issued detailed instructions to the
component auditors and visited the component auditors for
each of the six significant focations set out above. in addition to
Tesco Bank and the Group’s shared service centre in Bengaluru.
We had a dedicated audit partner focused cn overseeing the role
of the component audit teams. ensuring we applied a consistent
audit approach to the operations in the Group’s UK and
international businesses.

The audit visits by the Group audit team were timed to enable us
to be involved during the planning and risk assessment process in
addition to the execution of detailed audit procedures. During our
visits we attended key meetings with component management and
auditors and reviewed and challenged detailed compecnent auditor
working papers in the underlying audit files and component
reporting. In addition we attended component audit closing calls
and other key meetings with management throughout the 2022/23
audit process.

Additionally, the component audit teams attenced an all-day
planning meeting in July 2022 and a two-day planning update
meeting in November 2022 led by the Group audit team and held
prior to commencement of our detailed audit work. The purpose
of this planning meeting was to ensure a good level of
understanding of the Group’s businesses, its core strategy and a
discussion of the significant risks and workshops on our planned
audit approach. Group management also attended part of the
meeting to support these planning activities.

The Parent Company is located in the United Kingdom and audited
directly by the Group audit team.

8. Other information

The other information comprises the information included in
the Annual Report. other than the financial statements and our
auditor’s report thereon, The Directors are responsible for the
other information contained within the Annual Report.

Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated
in cur report. we do not express any form of assurance
conclusion thereon.

Our responsibility is to read the other information and. in doing
so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge
obtained in the course of the audit. or ctherwise appears to
be materially misstatea.

If we identify such material inconsistencies cr apparent material
misstatements. we are required to determine whether this gives
rise to a material misstatement in the financial statements
themselves. If. based on the work we have performed. we
conclude that there is a material misstatement of this other
information. we are required to report that fact.

We have nothing to report in this regard.

9. Responsibilities of directors

As explained more fully in the Directors’ responsibilities
statement. the Directors are responsible for the preparation of
the financial statements and for being satisfied that they give a
true and fair view, and for such internal control as the Directors
determine is necessary to enable the preparation of financial
statements that are free from rmaterial misstatement. whether
due to fraud or error.
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Independent auditor’s report to the members of Tesco PLC continued

In preparing the financial statements. the Directors are
responsibie for assessing the Group’s and the Parent Company’s
ability to continue as a going concern, disclosing, as applicable.
matters related to going concern and using the going concern
basis of accounting unless the Directors either intend to liquidate
the Group or the Parent Company or to cease operations. or have
no realistic alternative but to do so.

10. Auditor’s responsibilities for the audit of

the financial statements

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement. whether due to fraud or error. and te issue an
auditor's report that includes cur opinion. Reasonable assurance
is a high level of assurance. but is not a guarantee that an audit
conducted in accordance with 18As {UK) will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if. individuatly or
in the aggregate. they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
financial statements.

A further description of our responsibilities for the audit

of the financial statements is located on the FRC's website
at: www . frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

11. Extent to which the audit was
considered capable of detecting

irregularities, including fraud

Irregularities. including fraud. are instances of non-compliance
with laws and regulations. We design procedures in line with our
responsibilities. outlined above. to detect material misstatements
in respect of irreguiarities. including fraud. The extent to which cur
procedures are capable of detecting irregularities, including fraud.
is detailed below.

11.1 Identifying and assessing potential risks related to
irregularities

In identifying and assessing risks of material misstatement in
respect of irregularities. including fraud and non-compliance with
laws and regulaticns, we considered the following:

- the nature of the industry and sector. control environment and
business performance including the design of the Group’s
remuneration policies. key drivers for Directors’ remuneration.
bonrus levels and performance targets:

- the Group's own assessment of the risks that irregutarities may
occur either as a result of fraud or error:

- results of our enquiries of management. the Internal Audit
function. the Group's Security function, the Group's Compliance
Officer. the Group's General Counsel and the Audit Committee
about their own identification and assessment of the risks of
irregularities:

- any matters we identified having cbtained and reviewed the
Group's documentation of their policies and procedures
relating to:

- identifying, evaluating and complying with laws and regulations
and whether they were aware of any instances of non-
compliance;

- detecting and responding to the risks of fraud and whether
they have knowledge of any actual. suspected or alleged fraud:

- the internal controls established to mitigate risks of fraud or
non-compliance with laws and reguiations including the
Group's controls relating to the Group’s ongoing compliance
with the GSCOP requirements and the requirements of the
United Kingdom's Prudential Regulation Authority (PRA) and
Finanicial Conduct Aulhwrity (FCAY in1elation Lo Tesco Bank: and
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- the matters discussed among the audit engagement team
including significant component audit teams and relevant
internal specialists, including IT. tax. valuations and pensions
actuarial specialists. and industry specialists regarding how and
where fraud might occur in the financial statements and any
potential indicators of fraud.

As aresult of these procedures. we considered the opportunities
and incentives that may exist within the organisation for fraud and
identified the greatest potential for fraud in the following areas:
Tesco Bank loan impairment and recognition of commercial
income. In common with all audits under [SAs (UK). we are also
required to perform specific precedures to respond to the risk
of management override.

we also obtained an understanding of the legal and regulatory
frameworks that the Group operates in, focusing on provisions
of those laws and regulations that had a direct effect on the
determination of material amounts and disclosures in the
financial statements. The key laws and regulations we considered
in this context included the Group’s ongoing compliance with the
GSCOP. UK Companies Act, Listing Rules, pensions legistation and
tax legisiation.

in addition. we considered provisions of other laws and regulations
that do not have a direct effect on the financial statements but
compliance with which may be fundamental to the Group's ability
tc operate or to avoid a material penalty. These included the
requirements of the United Kingdom's PRA, FCA and Solvency Il in
relation to Tesco Bank, employment law. health and safety and
food safety laws and regulaticns.

11.2 Audit response to risks identified

As a result of performing the above. we identified Tesco Bank loan
impairment and recognition of cormmercial income as key audit
matters related to the potential risk of fraud. The key audit
matters section of our report explains the matters in more detail
and also describes the specific procedures we performed in
response to those key audit matters.

In addition to the above. our procedures to respond to risks
identified included the following:

- reviewing the financial statement disclosures and testing 1o
supporting documentation to assess compliance with provisions
of relevant laws and regulations described as having a direct
effect on the financial statements:

- enguiring of management. the Audit Committee and in-house
external legal counsel concerning actual and potential litigation
and claims;

- performing analytica! procedures to identify any unusual or
unexpected relationships that may indicate risks of rmaterial
misstatement due to fraud:

- reading minutes of meetings of those charged with governance.
reviewing internal audit reports and reviewing correspondence.
if any. with HMRC and other relevant reguiatory bodies: and

- Inaddressing the risk of fraud through management override
of controls, testing the appropriateness of journal entries and
cther adjustments: assessing whether the judgements made
in making accounting estimates are indicative of a potential
bias: and evaluating the business raticnale of any significant
transactions that are unusual or outside the normal course
of business.

We also communicated relevant identified laws and repulations
and potential fraud risks to all engagement team members
including internal specialists and significant component audit
teams, and remained alert to any indications of fraud or non-
compliance with laws and regulations throughout the audit.



Report on other legal and regulatory
requirements

12. Opinions on other matters prescribed
by the Companies Act 2006

In our opinion the part of the Directors’ remuneration report
to be audited has been properly prepared in accordance with the
Companies Act 2006.

In our opinion. based on the work undertaken in the course
of the audit:

- the information given in the Strategic report and the Directors’
report for the financial year for which the financial statements
are prepared is consistent with the financial statements: and

- the Strategic report and the Directers’ repoert have been
prepared in accordance with applicable legal requirements.

in light of the knowledge and understanding of the Group and the
Parent Company and their environrment obtained in the course of
the audit. we have not identified any material misstatements in the
Strategic report or the Directors’ report.

13. Corporate governance statement

The Listing Rules require us to review the Directors’ statement in
relation to going cencern. longer-term viability and that part of the
Corporate Governance Statement relating to the Group's
compliance with the provisions of the UK Corporate Governance
Code specified for our review.

Based on the work undertaken as part of our audit. we have
concluded that each of the following elements of the Corporate
Governance Statement is materially consistent with the financial
statements and our knowledge obtained during the audit:

- the Directors’ statement with regards to the appropriateness of
adopting the going concern basis of accounting and zny material
uncertainties identified set out on page 104;

- the Directors’ explanaticn as to its assessment of the Group's
prospects, the period this assessment covers and why the
period is appropriate set out on page 46:

- the Directors’ statement on fair. balanced and understandable
set out cn page 76:

- the Board's confirmation that it has carried out a robust
assessment of the emerging and principal risks set out on
page 38:

- the section of the Annual Report that describes the review of
effectiveness of risk management and internal control systems
set out on page 38: and

- the section describing the work of the Audit Committee set out
on page 71.

14. Matters on which we are required to
report by exception

14.1 Adequacy of explanations received and
accounting records

Under the Companies Act 2006 we are required to report to you
if, in our opinion:

- we have not received all the infermation and explanaticns we
require for our audit: or

— adeguate accounting records have not been kept by the Parent
Comparny. or returns adeguate for our audit have nct been
received from branches not visited by us: or

- the Parent Company financial statements are not in agreement
with the accounting records and returns.

We have nothing to report inrespect of these matters.

Financial statements

14.2 Directors’ remuneration

Under the Companies Act 2006 we are also reguired te report if.
In our opinion. certain disclosures of Directors’ remuneration
have not been made or the part of the Directors’ remuneration
report to be audited is not In agreement with the accounting
records and returns.

wWe have nothing to report in respect of these matters.

15. Other matters which we are required to

address

15.1. Auditor tenure

Following the recommendation of the Audit Committee, we were
appointed by the Group’s shareholders on 25 June 2015 to audit
the financial statements for the year ending 27 February 2016 and
subsequent financial periods. The period of total uninterrupted
engagement. including previous renewals and reappointments of
the firm. is eight years. covering the years ending 27 February 2016
to 25 February 2023.

15.2 Consistency of the audit report with the
additional report to the Audit Committee

Our audit opinion is consistent with the additional report te the
Audit Committee we are reguired to provide in accordance with
ISAs {UK).

16. Use of our report

This report is made solely to the Company’'s members. as a body.
in accerdance with Chapter 3 of Part 16 of the Companies Act
2006. Qur audit work has been undertaken so that we might state
to the Company's members those matters we are required to
state to them in an auditer’s report and for no other purpose.

To the fullest extent permitted by law. we do not accept or
assume respensibility to anyone other than the Company and the
Company's members as a body. for our audit work. for this report.
or for the opinions we have formed.

As required by the FCA Disclosure Guidance and Transparency
Rule {DTR) 4.1.14R. these financial statements will form part of

the European Single Electronic Format (ESEF) prepared Annual
Financial Report filed on the National Storage Mechanism of the
UK FCA in accordance with the ESEF Reguiatory Technical
Standard {ESEF RTS). This auditor's report provides no assurance
over whether the annual financial report has been prepared using
the single electronic format specified in the ESEF RTS. We have
been engaged to provide assurance on whether the annual
financial report has been prepared using the single electronic
format specified in the ESEF RTS and will publicly report separately
tc the members on this.

Tl AA

John Adam (Senior statutory auditor}
For and on behalf of Deloitte LLP
Statutory Auditor

London. United Kingdom

12 April 2023
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Group income statement

52 weeks ended 52 weeks ended
25 February 2023 26 February 2022
Before Adjusting Before Adjusting
adjusting items. adjusting items
items {Note 4} Total items iNote 4) Total
Noles £m £m £m £m £m £m
Continuing operations
Revenue 2 65,762 - 65,762 61,344 - 61,344
Cost of sales (61.006) (1.029) {62.034) (56.574) 1176} 56.750)
impairment (loss)/reversal on financial assets 2 67) - (67 39 - 39
Gross profit/(loss} 4,690 (1,029) 3,661 4,809 (176) 4,633
Administrative expenses 2.060) (76) (2.136) (1.984) 89 2.073)
Operating profit/(loss} 2,630 {1,105} 1,525 2,825 {265) 2,560
Share of post-tax profits of joint ventures and associates i3 8 - 8 15 - 15
Finance income 5 85 - 85 9 - 9
Finance costs 5 647) 29 618) 652) 101 551)
Profit/{loss) before tax 2,076 (1,076} 1,000 2,197 (164) 2,033
Taxation 6 {442) 195 {247) (502) (8 {510)
Profit/(loss) for the year from continuing operations 1,634 (881} 753 1,695 {172) 1,523
Discontinued operations
Profit/(lass) for the year from discontinued operations 7 - Q) 9} (2} {38} (40}
Profit/(loss) for the year 1,634 (890) TJA4 1,693 (2100 1,483
Attributable to:
Owners of the parent 1635 (890) 745 1.691 (2100 1.481
Non-controlling interests 1) - [} Z - 2
1,634 {890) 744 1,693 (210 1,483
Earnings/(losses) per share from continuing and discontinued
operations
Basic 9 10.05p 19.34p
Diluted 9 996D 19.12p
Earnings/(losses) per share from continuing operations
Basic 9 10.17p 19.86p
Diluted Q 10.08p 19.64p

The notes on pages 125 to 190 form part of these financial statements.
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Financial statements

Group statement of comprehensive income/{loss)

52 weeks snded 52 weeks ended
25 February 2023  2C February 2022

Notes £m im
Items that wlll not be reclassified to the Group income statement
Change in fair value of financial assets at fair value through other comprehensive income 2 4
Remeasurements of defined benefit pension schemes 29 {3.341) 4.075
Net fair value gains on inventory cash flow hedges 54 33
Tax on items that will not be reclassified 6 853 (218)
(2,432 3,194
{items that may subsequently be reclassified to the Group income statement
“hange in fairualue Af financial aggete at fair value threugh other comprehensive income (43) {25)
Currency translation differences:
Retranslation of net assets of overseas subsidiaries. joint ventures and associates. net of hedging instruments 120 (39
Movements in foreign exchange reserve and net investment hedging on subsidiary disposed. reclassified and - 66
reported in the Group income statement
Gains on cash flow hedges:
Net fair value gains 7 a4
Reclassified and reported in the Group income statement 61) {45)
Tax on iterns that may be reclassified & 21 (5
54 4)
Total other comprehensive income/(loss} for the year (2,378) 3,190
Profit/{loss) for the year 744 1.483
Total comprehensive income/(loss) for the year 1,634} 4,673
Attributable to:
Owners of the parent 1.639) 4,671
Non-controlling interests 5 2
Total comprehensive income/(loss) for the year 1,634) 4,673
Total comprehensive income/{loss) attributable to owners of the parent arising from:
Continuing operations (1.630} 4,645
Discontinued operations ) 26
(1,639) 4,671

The notes on pages 125 to 190 form part of these financial staterments.
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Group balance sheet

25 February 26 February
2023 2022
Notes £Em Em
Non-current assets
Goodwll and other intangible assets 1 5375 5.360
Property. plant and eguipment n 16.862 17.060
Right of use assets 12 5.500 5720
Investment property 24 22
Investments in joint ventures and associates 13 93 86
Other investments 15 1.339 1.253
Trade and nther rereivahles 17 79 189
Loans and advences to customers 23 3.029 3.4
Reinsurance assets 24 145 184
Derivative financial instruments 26 873 942
Post-employment benefit surplus 29 6 3.150
Deferred tax assets & 82 85
33,407 37,162
Current assets
Other investments 15 353 226
Inventories 16 2.510 2.339
Trade and other recelvables 7 1.315 1.263
Loans and advances to customers 23 4.052 3.349
Reinsurance assets 24 72 61
Derivative financial instruments 26 57 69
Current tax assets 63 93
Short-term investments 18 1.628 2.076
Cash and cash equivalents 18 2.465 2.345
12,515 1,821
Assets of the disposal group and non-current assets ciassified as heid for sale 7 210 368
12,725 12,189
Current iiabilities
Trade and other payables 19 {2.818) (9.181)
Borrowings 2 (1L.7700 725)
Lease liabilities 12 [595) (547}
Insurance contract provisions 24 (570 1623)
Customer deposits and depesits from banks 25 {4.485) (4.729)
Derivative financial instruments 26 99) (26}
Current tax liabilities (18 {1
Provisions 22 1366} {283)
(17,721) (16,125)
Liabilities of the disposal group classified as held for saie 7 4} 14)
Net current Habilities (5,010) (3,950)
Non-current liabilities
Trade and other payables ] (153) 53
Borrowings pal (5.587) 6.674)
Lease liabilities 12 (7.132) (7.411
Insurance contract provisions 24 135) 27
Customer deposits and deposits from banks 25 (2.265) (1.650)
Derivative financial instruments 26 (288) {357)
Post-employment benefit deficit 29 (400) (303)
Deferred tax liabilities & (119} (910)
Provisions 22 (194} (183)
(16,167) {17,568)
Net assets 12,230 15,644
Equity
Share capital 30 463 484
Share premium 5185 5.165
Other reserves 30 3123 3.079
Retained earnings 3.480 6.932
Equity attributable tc owners of the parent 12,241 15,660
Non-controlling interests (1) (16)
Total equity 12,230 15,644

The notes on pages 125 to 190 form part of these financial statements.

o, T

Ken Murphy Imran Nawaz
Directors

The financial statements on pages 120 tc 190 were approved and authorised for issue by the Directors on 12 April 2023.

Company number: 00445790
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Group statement of changes in equity

Financial statements

Other Non-
Share Share reserves Retalned controlling Total
capital premium {Note 30} earnings Total Interests equity
£m £m £m £m £m £m £Em
At 26 February 2022 484 5,165 3,079 6,932 15,660 {16} 15,644
Profit/{loss} for the year - - - 745 745 n 744
Other comprehensive income/lloss)
Retranslation of net assets of overseas subsidiaries. joint ventures - - 120 - 120 - 120
and associates. net of hedging instruments
Change in fair value of financial assets at fair value through other - - - {an 41 - (41
comprehensive income
Remeasurements of defined benefit pension schemes (Note 29) - - - 13.341) (3.341) {3.341
Gains/{losses) on cash flow hedges - - B3 - 63 N
Cash flow hedges reclassified and reported in the Group income - - 61} - 61) - 61
statement
Tax relating to components of other comprehensive income (Note 6) - - 22 854 876 (2) 874
Total other comprehensive income/(loss) - - 144 (2,528) (2,384) 6 {2,379
Total comprehensive income/(loss} - - 144 (1,783) (1,639 5 (1,634)
Inventory cash flow hedge movements
(Gains)/losses transferred to the cost of inventory - - (127} - (127) - (127)
Total inventory cash flow hedge movements - - {127 - (127 - 120
Transaulicsns wiih owners
Own shares purchased for cancellation (Note 30) - - (758) - (758} - 758)
Own shares cancelled (Note 30) 21 - 816 (795) - - -
Own shares purchased for share schemes (Note 30) - - [188) - {188} - (188)
Share-based payments {(Note 28) - - 157 g} 156 - 156
Dividends (Note 8) - - - (858) {858) - (858)
Tax on items credited to equity (Note 6) - - - (5] (5 - (5)
Total transactions with owners {21) - 27 {1,659) {1,653} - {1,653}
At 25 February 2023 463 5,165 3,123 3,490 12,241 [41)] 12,230
Cther Neon-
Share Share rEserves Retained controling Total
capital premium {Note 3¢} CArnNINgs Total interests Pguity
fm fm tm £m fm £m m
At 27 February 2021 490 5,165 3.183 3,239 12,077 {18) 12,059
Profit/{loss) for the year - - - 1,481 1,481 2 1,483
Other comprehensive income/(loss)
Retranslation of net assets of overseas subsidiaries. joint ventures - - (39) - {39) - {39
and associates. net of hedging instruments
Movements in foreign exchange reserve and net investment hedging - - 66 - 66 - 66
on subsidiary disposed. reclassified and reported in the Group
income statement
Change in fair value of financial assets at fair value through other - - - (21 2n - 21
comprehensive income
Remeasurements of defined benefit pension schemes {Note 29} - - - 4.075 4.075 - 4.075
Gains/{losses) on cash flow hedges - - 77 - 77 - 77
Cash flow hedges reclassified and reported in the Group income - - (45) - (45) - {45)
statement
Tax relating to components of other comprehensive income (Note 6} - - {22) (30N (923) - (923)
Total other comprehensive income/(loss) - - 37 3.153 3,190 - 3,190
Total comprehensive income/lloss) - - 37 4,634 4,671 4,673
Inventory cash flow hedge movements
{Gains)/losses transferred to the cost of inventory - - 30 - 30 - 30
Total inventory cash flow hedge movements - - 30 - 30 - 30
Transactions with owners
Own shares purchased for cancellation (Note 30) - - (300 - {301 - 300
Own shares cancelled (Note 30) (6) - 270 (264) - - -
Qwn shares purchased for share schemes {Note 30} - - (279) - (279} - {279
Share-based payments (Note 28) - - 139 12 151 - 151
Dividends (Note 8) - - - {(704) (704) - (704
Tax on items credited to equity (Note 6] - - - 15 = - 15
Total transactions with owners 6) - 7 (941) (1,18} - (1,118}
At 26 February 2022 484 5,165 3,079 6,932 15,660 (16) 15,644

The notes on pages 125 to 190 form part of these financial statements.
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Group cash flow statement

52 weeks ended 52 weeks ended
25 February 2023 26 February 2022

Notes £m im
Cash flows generated from/(used in) operating actvitles
Operating profit/{loss) of continuing operations 1,525 2.560
Operating profit/{loss) of discontinued operations {9) (51
Depreciation and amortisation 1.700 1.18
(Profit)/loss arising on sale of property. plant and equipment. investment property. intangible assets. assets (76) (123}
classified as held for sale and early termination of leases
{Profit)/loss arising from sale of other investments 3 -
{Profitl/loss arising on sale of joint ventiires and assnciates - (741
(Profit)/loss arising on sale of subsidiaries 7 - 23
Net impairment loss on property. plant and eguipment. right of use assets. intangible assets and investment 14 982 ns
property
Net rerneasurement ioss on non-current assets held for sale 23 3
Adjustment for non-cash element of pensions charge - 7
Other defined benefit pension scheme payments 29 23) (19)
Share-based payments 28 59 66
Tesco Bank fair value movernents Included in operating profit/{loss) 70 28)
Retail lincrease)/decrease in inventories 147) 280
Retail (increase)/decrease in trade and other receivables (54 27
Retail increase/(decrease) in trade and other payables 643 743
Retall increase/ldecrease) in provisions 75 {65)
Retail (increase)/decrease in working capital 517 424
Tesco Bank (increase)/decrease in loans and advances to customers (696) {95}
Tesco Bank (increase)/decrease in trade. reinsurance and other receivabies 60 8
Tesco Bank increase/{decrease] in customer and bank deposits, trade. insurance and other payables 369 47
Tesco Bank increase/({decrease) in provisions {7 {22)
Tesco Bank (increasel/decrease in working capital (274) 62)
Cash generated from/{used In) operations 4,497 4,608
Interest paid 652} 650)
Corporation tax paid {123} {201
Net cash generated from/(used in) operating activitles 3,722 3,757
Cash flows generated from/{used in) investing activities
Proceeds from sale of property. plant and equipment. investment property. intangible assets and assets classified 342 309
as held for sale
Purchase of property. plant and equipment. investment property and other long-term assets (971) {949)
Purchase of intangible assets (279} (229)
Disposal of subsidiaries. net of cash disposed - 61
Acquisition of subsidiaries. net of cash acquired {70 (48}
Proceeds from sale of joint ventures and associates - 15
Increase in lcans to joint ventures and associates )] {4}
investments in joint ventures and associates (10} i
Net {investments in)/proceeds from sale of short-term investments 451 (1.067)
Proceeds from sale of other investments 230 274
Purchase of other investrments (529) (Z221)
Dividends received from joint ventures and associates 14 32
interest received 70 3
Cash inflows from derivative financial instruments 54 -
Cash outflows from derivative financial instruments 6l -
Net cash generated from/(used in} investing activities (706) 01,735)
Cash flows generated from/(used in} financing activities
Own shares purchased for canceliation 30 781 (278}
Own shares purchased for share schermes 28 (86) (44
Repayment of capital element of obligations under leases 593} 677
Cash outflows exceeding the incremental increase in assets in a property buyback 21 -
Increase in borrowings - 394
Repayment of borrowings {709) (775)
Cash inflows from derivative financial instruments 232 798
Cash outflows from derivative financial instruments 1371 (9214
Dividends paid to equity owners 8 (859) (731}
Net cash generated from/lused In) financing activities (3,188) (2,234}
Net increase/(decrease) in cash and cash equivalents {172) (212}
Cash and cash equivalents at the beginning of the year 7N 1.97
Effect of foreign exchange rate changes (34) 12
Cash and cash equivalents at the end of the year 18 1,56% 1,771

The notes on pages 125 te 190 form part of these financial statements.
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Note 1 Accounting policies, judgements and
estimates

General information

Tesco PLC (the Companyl is a public limited company incorporated
and demiciled in England and Wales under the Companies Act 2006
{Registration number 445790). The address of the registered

office is Tesco House. Shire Park. Kestret Way, Welwyn Garden City.
AL7 1GA, UK.

The main activitics of the Company and ils sulsidiarics
{together. the Group) are those of retailing and retail banking
and insurance services.

Basis of preparation

The conscolidated Group financial statements have been prepared in
accordance with UK adopted IFRS. The consclidated Group financial
statements are presented in Pounds Sterling, generally rounded to
the nearest million. They are prepared on the historical cost basis,
except for certain financial instruments, share-based payments and
pension assets that have been measured at fair value.

The Directors have, at the time of approving the financial
statements. a reasonable expectation that the Company and

the Group have adequate resources to continue in operational
existence for the foreseeable future. which reflects a pericd of

18 months from the date of approval of the financial statements,
and have concluded that there are no material uncertainties relating
1o going concern. Thus they continue to adopt the going concern
basis of accounting in preparing the consolidated Group financial
statements. The scenarics censidered as part of the going concern
assessment are consistent with those used in the Longer term
viability statement. Further information onthe Group's strong
liquidity position is given in the Group review of performance.
Summary of total indebtedness section, and information on
committed facilities is provided in Note 27.

Uniess otherwise stated, the accounting policies set out below
have been applied consistently to all periods presented in these
consolidated Group financial statements

New standards. interpretations and amendments effective in the
current financial year have not had a material impact on the
consclidated Group financial statements.

The Group has not applied any standards, interpretations
or amendments that have been issued but are not yet effective.

IFRS 17 ‘Insurance contracts’ will become effective in the
consolidated Group financial statements for the financial year
ending 24 February 2024. [FRS 17 will principally impact the Group's
subsidiary, Tesco Underwriting Limited (TU}, which provides the
insurance underwriting service for a number of the Group’s general
insurance products. The simplified premium allccation approach will
be applied to all material insurance groups issued and reinsurance
groups purchased subsequent to the acquisition of TU in May 2027
For contract groups issued prior to the acquisition dste. the general
madel will be applied to the associated acquired claims liabilities.
The presentation of some of the line items in the balance sheet and
income statement may also change as a result of IFRS 17 adoption.
The Group will adopt IFRS 17 retrospectively and comparatives will
be restated frem a transition date of 27 February 2022, with an
immaterial transition adjustment to the opening equity balance

at that date.

The impact of the following is still under assessment:

IFRS 16 amendments ‘Lease liability in a sale and leaseback’.

which will become effective in the consolidated Group financial
statements for the financial year ending 22 February 2025, subject
to UK endorsement.

Other standards, interpretations and amendments issued but not
yet effective are not expected to have a matenial impact on the
consolidated Group financial statements.

Financial statements

Basis of consolidation

The consclidated Group financial statements consist of the financial
statements of the ultimate Parent Company (Tesco PLC), all entities
controlled by the Company (its subsidiaries) and the Group's share
of its interests in joint ventures and associates.

The financial year represents the 52 weeks ended 25 February 2023
{prior financial year 52 weeks ended 26 February 2022). For the UK
and the Republic of Ireland (UK & RO} the results are for the 52
weeks ended 25 February 2023 (prior financial year 52 weeks ended
26 February 2022). For all other operations. the results are for the
calendar year ended 28 February 2023 (prior calendar year ended
28 February 2022).

Subsidiaries

Subsidiaries are consolidated in the Group's financial
statements from the date that control commences until the
date that control ceases.

Intragroup balances and any unrealised gains and losses or income
and expenses arising from intragreup transactions are eliminated in
preparing the consolidated financial statements.

Joint ventures and associates

The Group’s share of the results of joint ventures and associates

is included in the Group income statement and Group statement
of comprehensive income/(loss) using the equity method of
accounting. investments in joint ventures and associates are carried
in the Group balance sheet at cost plus post-acquisition changes
inthe Greup's share of the net assets of the entity, less any
impairment in value. The carrying values of investments in joint
ventures and associates include acquired goodwill. If the Group’s
share of Iosses in a joint venture or associate equals or exceeds its
nvestment in the joint venture or associate. the Greup does not
recognise further losses. unless it has incurred cbligations to do
so or made payments on behalf of the joint venture or associate.
Dividends received from joint ventures or associates with nil
carrying value are recognised in the Group income statement as
part of the Group's share of post tax profits/(losses) of joint
ventures and associates.

Unrealised gains arising from transactions with joint ventures and
associates are eliminated to the extent of the Group’s interest
inthe entity.

Revenue

Revenue is income arising from the sale of goods and services in
the ordinary course of the Group's activities, net of value added
taxes. Revenue is recognised when performance obligations are
satisfied and control has transferred to the customer. For the
maijority of revenue streams, thereis a low level of judgement
applied in determining the transaction price or the timing of
transfer of control.

Sale of poods

The sale of goods represents the vast majority of the Group's
revenue. For goods sold in store, revenue is recognised at the point
of sale. For online or wholesale sales of goods. revenue is recognised
on coliection by, or delivery to, the customer. Revenue is reduced by
a provision for expected returns (refund liability). An asset and
corresponding adjustment to cost of sates is recognised for the
Group's right to recover goods from customers.

Clubecard [customer loyalty programme)

Clubcard points issued by Tesco when a customer purchases goods
are a separate performance obligation providing a material right to
a future discount. The total transaction price (sales price of goods)
is allocated to the Clubcard points and the goods sold based on
their relative standalone selling prices. with the Clubcard points
standalcne price based on the value of the points to the customer.
adjusted for expected redemption rates {breakage). The amount
aliocated to Clubcard points is deferred as a contract liability

within trade and other payables.
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Notes to the Group financial statements continued

Note 1 Accounting policies, judgements and
estimates continued

Revenue is recognised as the points are redeemed by the custormer.
Revenue related to breakage is recognised in line with redemptions.
subject to the variable censideration constraint (i.e. provided it is
highly probable not to resuit in a significant reversal of the
cumulative revenue recognised). with the remainder recognised on
expiry of the points.

Financial services
Revenue consists of interest. fees and income from the provision of
retail banking and insurance.

Interest income on financial assets that are measured at amortised
cost is determined using the effective interest rate method.
Calculation of the effective interest rate takes into account fees
receivable that are an integral part of the instrument’s vield.
premiums or discounts on acguisition or issue, early redemption
fees and transaction costs. Interest income is calculated on the
gross carrying amount of a financial asset unless the financial asset
is impaired. in which case interest income is calculated on the
amortised cost. after allowance for expected credit losses (ECLs).

The majority of the fees in respect of services {credit card
interchange fees, late payment and ATM revenue) are recognised at
the point in time at which the transaction with the customer takes
place and the service is performed. For services performed over
time, payment is generally due monthly in line with the satisfaction
of performance obligations.

Refer to the Insurance section below for insurance revenue.

Commercial income

Consistent with standard industry practice. the Group has
agreements with suppliers whereby volume related allowances.
promotional and marketing allowances and various other fees and
discounts are received in connection with the purchase of goods for
resale from those suppliers. Most of the income received from
suppliers relates to adjustments to a core cost price of a product.
and as such is considered part of the purchase price for that
product. Sometimes receipt of the income is conditional on the
Group performing specified actions or satisfying certain
performance conditions associated with the purchase of the
product. These include achieving agreed purchases or sales volume
targets and providing premotional or marketing materisls and
activities or promctional product positioning. While there is no
standard industry definition, these amounts receivable from
suppliers in connection with the purchase of goods for resale are
generally termed commercial income.

Commercial income is recognised when earned by the Group. which
occurs when all cbligations conditional for earning income have been
discharged, and the income can be measured reliably based on the
terms of the contract. The income is recognised as a credit within
cost of sales. Where the income earned relates to inventories which
are held by the Group at the reporting date. the income is included
within the cost of those inventories, and recognised in cost of sales
upon saie of those inventories,

Amounts due relating to commercial income are recognised within
trade and other receivables. except in cases where the Group
currently has a legally enforceabile right of set-off and intends to
offset amounts due from suppliers against amounts owed to those
suppliers. in which case only the net amount receivable or payable is
recognised. Accrued commercial income is recognised within
accrued income when commercial income earned has not been
invoiced at the reporting date.

Finance income

Finance income. excluding income arising from financial services, is
recognised in the period to which it relates using the effective
interest rate method.
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Finance costs

Borrowing costs are recognised in the Group income statement in
tinance costs, excluding thase arising from tinancmal services, In the
period in which they eccur. For Tesco Bank. finance cost on financial
liabilities is determined using the effective interest rate method and
is recognised in cost of sales.

Business combinations and goodwill
The Group accounts for ail business combinations by applying the
acquisition method. All acquisition-related costs are expensed.

On acquisition. the assets (including intangible assets), liabilities and
contingent liabilities of an acquired entity are measured at their fair
values. Non-controlling interests are stated at the non-controlling
interests’ proportion of the fair values of the assets and liabilities
recognised.

Goodwill arising on consolidation represents the excess of the
consideration transferred over the net fair value of the Group's
share of the net assets, liabilities and contingent liabilities of the
acquired subsidiary. joint venture or associate and the fair value of
the non-controlling interest inthe acquiree. If the consideration is
less than the fair value of the Group's share of the net assets,
liabilities and contingent liabilities of the acquired entity {i.e. a bargain
purchase), the difference is credited to the Group income statement
in the period of acquisition.

At the acquisition date of a subsidiary. geodwill acquired is
recognised as an asset and is allocated to each of the cash-
generating units or groups of cash-generating units expected to
penefit from the business combination’s synergies and to the lowest
level at which management monitors the goodwill. Goodwill arising
on the acguisition of joint ventures and associates is included within
the carrying value of the investment. On disposal of a subsidiary, joint
venture or associate, the attributable amount of goodwill is included
in the determination of the profit orloss on disposai.

where the Group obtains control of a joint venture or associate, the
Group's previcusly held interest in the acquired entity is remeasured
to its acquisition date fair value and the resulting gain or loss. if any.
is recognised in the Group income statement.

Cloud software licence agreements

Licerce agreements to use cloud software are treated as service
contracts and expensed In the Group income statement. unless

the Group has both a contractual right to take possession of the
software at any time without significant penalty. and the ability to run
the software independently of the host vendor. In such cases. the
licence agreement is capitalised as software within intangible assets.

Costs to configure or customise a cloud software licence are
expensed alongsice the refated service contract in the Group
income statement. unless they create a separately identifiable
resource controlled by the Group. in which case they are capitalised.

Intangible assets

Intangible assets, such as software, acquired customer relationships
and pharmacy licences. are measured initially at acquisition cost

or costs incurred to develop the asset. Intangible assets acquired in
a business combination are recognised at fair value at the
acquisition date.

Following initial recognition. intangible assets with finite useful lives
are carried at cost less accumulated amortisation and accumulated
impairment losses. They are amortised on a straight-line basis over
their estimated useful lives of three to 10 years for software and up
to 10 years for customer relationships. intangible assets with
indefinite useful lives, such as pharmacy licences. are not amortised
and are carried at cost less accumulated impairment losses

Research costs are expensed as incurred. Development expenditure
incurred on an individual project is capitalised only if specific
criteria are met.



Property, plant and equipment

Property, plant and equipment is carried at cost less accumulated
depreciation and any recognised impairment in value. Property, plant
and equipment is depreciated on a straight -line basis to its residual
value over its anticipated useful economic life:

- freehold buildings - 10 to 40 years: and
- fixtures and fittings. office equiprment and motor vehicles - three
to 20 years.

Impairment of non-financial assets

Goodwill is reviewed for impairment at ieast annually by assessing the
recoverable amount of each cash-generating unit, or group of cash-
generating units, to which the goodwill refates. For all other non-
financial assets (including other intangible assets. property. plant
and equipment, right of use assets and investment property) the
Group performs impairment testing where there are indicators of
impairment. Where the asset does not generate cash flows that

are independent from other assets. the Group estimates the
recoverable amount of the cash-generating unit to which the

asset belongs.

The recoverable amount is the higher of fair value less costs of
disposal. and value in use. When the recoverable amount is less
than the carrying amount, an impairment 1oss is recognised
immediately in the Group income statement.

Goodwill impairments are not subsequently reversed. Where an
impairment loss on other non-financial assets subsequently
reverses, the carrying amount of the asset {or cash-generating unit)
is increased tc the revised estimate of the recoverable amount. but
s0 that the increased carrying amount does not exceed the carrying
amount that wouid have been determined if no impairment loss had
been recognised for the asset (or cash-generating unit) in prior
years. Areversal of an impairment loss is recognised immediately as
a credit to the Group income statement.

Inventories

Inventories comprise goods and development properties held for
resale. Inventories are valued at the lower of cost and net realisable
value using the weighted average cost basis Directly attributable
costs and incomes (including applicable commercial income) are
included inthe cost of inventories.

Cash and cash equivalents

Cash and cash equivalents in the Group balance sheet consist of
cash at bank and on hand, credit and debit card receivables. demand
deposits with banks and short- term highly liquid investments with an
original maturity of three months or less. for example short term
deposits. loans and advances to banks, commercial paper and
certificates of deposit. Cash and cash equivalents in the Group cash
flow statement also include overdrafts repayable on demand as they
form an integral part of the Group’s cash management.

Non-current assets held for sale and discontinued
operations

Non-current assets (or disposal groups) are classified as assets held
for sale when their carrying amount is to be recovered principally
through a sale transaction and a sale is considered highly probable.
They are stated at the lower of carrying amount and fair value less
costs to sell.

The net results of discontinued operations are presented separately
in the Group income statement (and the comparatives restated).

Leases

The Group assesses whether a contract is, or contains, a lease at
inception of the contract. A lease conveys the right to direct the use
and obtain substantially all of the economic benefits of an identified
asset for a period of time in exchange for consideration

The Group as a lessee
A right of use asset and corresponding lease liability are recognised
at commencement of the lease.

Financial statements

The lease liability is measured at the present value of the lease
payments, discounted at the rate implicit in the lease, or if that
cannot be readily determined. at the lessee’s incremental borrowing
rate specific to the term, country, currency and start date of the
lease. Lease payments include: fixed payments: variable lease
payments dependent on an index or rate. initially measured using
the index or rate at commencement; the exercise price under a
purchase option if the Group is reasonably certain to exercise:
penalties for early termination if the lease term reflects the Group
exercising a break option; and payments in an opticnal renewal
period if the Group is reasonably certain to exercise an extension
option or not exercise a break option.

The lease liabllity is subsequently measured at amortised cost
usingthe effective interest rate method. It is remeasured. with a
corresponding adjustment to the right of use asset, whenthere isa
change in future lease payments resulting from a rent review. change
in an index or rate such as inflation. or change in the Group’s
assessment of whether it is reasonably certain to exercise a
purchase, extension or break option.

The right of use asset is initially measured at cost. comprising: the
initial lease liability: any lease payments already made less any lease
incentives received: initia direct costs: and any dilapidation or
restoration costs. The right of use asset is subseguently depreciated
on a straight line basis over the shorter of the lease term or the
useful life of the underlying asset. The right of use asset is tested

for impairment if there are any indicators of impairment.

Leases of low value assets (value when new less than £5,000)

and short-term leases of 12 months or less are expensed to the
Group income statement. as are variable payments dependent on
performance or usage. ‘out of contract’ payments and non lease
service compoenents.

The Group as a lessor

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases. Where
the Group is an intermediate lessor. the sublease classification is
assessed with reference to the head lease right of use asset.
Amounts due from lessees under finance leases are recorded as
receivables at the amount of the Group's net investment in the
lease. Finance lease income is allocated to accounting periods so
as to reflect a constant periodic rate of return on the Group’s net
investment in the lease. Rental income from operating leases is
recognised on a straight- line basis over the term of the lease.

Sale and leaseback

A sale and leaseback transaction is where the Group sells an asset
and immediately reacquires the use of the asset by entering into a
lease with the buyer. A sale occurs when control of the underlying
asset passes to the buyer. A lease liability s recognised. the
associated property. plant and equipment asset is derecognised, and
aright of use asset is recognised at the proportion of the carrying
value relating to the right retained. Any gain or loss arising relates to
the rights transferred te the buyer.

In the Group cash flow statement, sale and leaseback proceeds
recelved are classified as investing cash flows, unless the proceeds
exceed the fair value of the asset sold. in which case the excess
proceeds are classified as financing cash flows.

Property buybacks

A property buyback is where a property that is currently leased is
bought back from the landlord. Property buybacks that are a direct
purchase of the underlying asset, outside of a corporate wrapper,
are viewed as the modification of the lease to include a purchase
option. followed by the immediate exercise of that purchase option.
The lease liability is settied and the right cf use asset forms part of
the cost of the property, plant and eguipment acguired. and no
gain or loss is recognised in the Group income statement from the
property buyback.
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MNotes to the Group financial statements continued

Note 1 Accounting policies, judgements and
estimates continued

Property buybacks inside a corporate wrapper (such as a special
purpose vehicle or joint venture structure) that do not meet the
definition of a business combination are asset acquisitions. The cost
of the asset acquisition includes the cash consideration paid and the
carrying values of pre-existing lease contracts and any previously
held interests. No gain or loss is recognised in the Group income
statement from the property buyback.

In the Group cash flow statement. property buyback net proceeds
paid are classified as investing cash flows. unless the proceeds
exceed the incremental asset purchased (difference between
property. plant and equipment recognised and right of use asset
derecognised), in which case the excess proceeds are classified
as financing cash flows.

Post-employment obligations

For defined benefit plans. obligations are measured at discounted
present value {using the projected unit credit method) and plan
assets are recorded at fair value.

The operating and financing costs of such plans are recognised
separately in the Group income statement; service costs are spread
systematically over the expected service lives of employees and
financing costs are recognised in the periods in which they arise.
Actuarial gains and losses are recognised immediately in the Group
statement of comprehensive income/(loss).

Payments to defined contribution schemes are recognised as an
expense as they fall due.

Share-based payments

The fair value of employee share option plans, which are equity-
settled, is calculated at the grant date using the Black-Scholes
model. The resulting cost is charged to the Group incorme statement
over the vesting period. The value of the charge is adjusted to reflect
expected and actual levels of vesting.

Taxation
The tax expense included in the Group income statement consists of
current and deferred tax.

Current tax is the expected tax payable on the taxable income for
the financial year. using tax rates enacted or substantively enacted
by the balance sheet date. Tax expense is recognised in the Group
income statement except to the extent that it relates toitems
recognised in the Group statement of comprehensive income/(loss)
or directly in the Group statement of changes in eguity. in which
case it is recognised in the Group statement of comprehensive
income/{loss) or directly in the Group staterment of changes in
equity. respectively.

Deferred tax is provided using the balance sheet liability method.
providing for temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes.

Deferred tax is caiculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset realised based
on the tax rates that have been enacted or substantively enacted by
the balance sheet date. Deferred tax is charged or credited in the
Group income statement. except when it relates 1o items charged or
credited directly to the Group staterment of changes in equity or the
Group statement of comprehensive income/(loss). in which case the
deferred tax is also recognised in equity. or other comprehensive
income, respectively.

Deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible
temporary differences can be utilised.
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The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be avallable to allow all or
part of the assets to be recovered.

Deferred tax assets and liabilities are offset against each other when
thereis a legally enforceable right to set off current tax assets
against current tax liabilities and they relate to income taxes levied by
the same taxation authority on either the same taxable entity or
different taxable entities which intend to settle current tax assets
and liabilities on a net basis.

Tax provisions are recognised for uncertain tax positions where a risk
of an additional tax liability has been identified and it is probable that
the Group will be required to settle that tax. Measurement is
dependent on management's expectation of the outcome of
decisions by tax authorities in the various tax jurisdictions in which
the Group operstes. This is assessed on a case-by-case basis using
in-house tax experts. professicnhal firms and previous experience.
Refer to Note 6.

Foreign currencies
The consolidated financial statements are presented in Pounds
Sterling, which is the ultimate Parent Company’s functicnal currency.

Transactions in foreign currencies are translated to the functional
currency at the exchange rate on the date of the transaction.

At each balance sheet date, monetary assets and liabilities that are
denominated in foreign currencies are retranstated to the functional
currency at the rates prevailing at the balance sheet date. Exchenge
differences are recognised in the Group income statement in the
pericd in which they arise, apart from exchange differences on
transactions entered into to hedge certain foreign currency risks,
and exchange differences on monetary items forming part of the net
investment in a foreign operation.

The assets and liabilities of the Group's foreign operations are
translated into Pounds Sterling at exchange rates prevailing at the
balance sheet date. Profits and losses are translated at average
exchange rates for the relevant accounting periods. Exchange
differences arising are recognised in the Group statement of
comprehensive income/{loss) and are included in the Group’s
translation reserve. Such translation differences are recognised
as income or expenses in the period in which the operation is
disposed of.

Goodwill and fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and fiabilities of the foreign entity
and transiated at the closing rate.

Financial instruments

Financial assets and financial lfabilities are recognised in the Group
balance sheet when the Group becomes a party to the contractual
provisions of the instrument. Financial assets are classified as either
fair value through profit or loss, fair value through other
comprehensive income. or amortised cost. Classification and
subsequent remeasurement depends on the Group’s business
model for managing the financial asset and its cash flow
characteristics. Financial assets that are held for collection of
contractual cash flows, where those cash flows represent solely
payments of principal and interest. are measured at amortised cost.
All other financial assets are measured at fair value

Trade receivables

Trade recevables are non interest bearing and are recognised
initially at fair value, or at transaction price if there Is not a significant
financing component. They are subsequently held at amortised cost
using the effective interest rate method. less allowance for ECLs.

Investments

Investments in debt instruments at amortised cost are measured at
amortised cost. using the effective interest rate method less
allowance for ECLs.



Gains and losses on investments in debt instruments held at fair
value through cther comprehensive income are recognised
directlyin other comprehensive income. except for impairment
gains and losses, interest income and foreign exchange gains and
losses, which are recognised in the Group income statement.
When the debt instrument is derecognised. cumulative amounts
in other comprehensive income are reclassified to the Group
income staterment.

Investments in equity instruments have been irrevocably designated
at fair value through other comprehensive iIncome. Gains and i0sses
arising from changes in fair value are recognised directly in other
comprehensive income, and are not subsequently reclassified to the
Group income statement. inciuding on derecognition. Impairment
losses are not recognised separately from other changes in fair
value. Dividends are recognised in the Group income statement
when the Group's right to receive payment is established.

Property fund and other investments held at fair value through profit
or loss are measured at fair value. with changes in fair value
recognised in the Group income statement.

Short-term investments

Short-term investments are liquid financial assets which have an
original maturity of 12 months or less. Short-term investments are
typically readily available for conversion to cash, but do not meet the
criteria for classification as cash equivalents because either their
maturity is greater than three months, for examgple short-term
deposits. reverse repurchase agreements. commercial paper and
certificates of deposit. or the risk of changes in value is more than
insignificant. for example money market funds.

toans and advances to customers

Loans and advances are initially recognised at fair value pius directly
related transaction costs. Subseguent {o initial recognition. these
assets are carried at amortised cost using the effective interest
method less any allowance for ECLs.

Impairment of financial assets

The Group assesses on a forward locking basis the ECLs associated
with its financial assets carried at amortised cost and fair value
through other comprehensive income. The ECLs are updated at
each reporting date to reflect changes in credit risk.

The three-stage medel for impairment has been applied to 1oans and
advances to customers. investments in debt instruments at
amortised cost. investments in debt instruments at fair value
through cther comprehensive income, short term investments and
loan receivables from joint ventures and associates. The credit risk is
determined through modelling a range of possible cutcomes for
different loss scenarios, using reascnable and supportable
information about past events, current conditions and forecasts of
future events and economic conditions and taking into account the
time value of money. A12-month ECL is recognised. unless the credit
risk on the financial asset increases significantly after initial
recognition. when the lifetime ECL is recognised. The expected
lifetime of a financial asset is generally the contractual term.

For trade receivables. contract assets and lease receivables, the
Group applies the simpiified approach permitted by IFRS 9 ‘Financial
instruments’, with lifetime ECLs recognised from initial recognition of
the receivable. These assets are grouped. based on shared credit
risk characteristics and days past due. with ECLs for each grouping
determined based on the Group’s historical credit loss experience.
adjusted for factors specific to each recelvable. general economic
conditions and expected changes in forecast conditions.

No ECL is recognised for leans and advances to banks due to the
short term nature of these balances. the frequency of origination
and settlement of balances and taking account of collateral held.

Financial statements

Interest-bearing borrowings

Interest bearing bank loans and overdrafts are initially recorded at
fair value. net of attributable transaction costs. Subsequent 1o initial
recognition. interest-bearing borrowings are stated at amortised
cost with any difference between proceeds and redemption value
being recognised in the Group income statement over the period of
the borrowings on an effective interest basis.

Trade payables

Trade payables are non interest-bearing and are recognised initially
at fair value and subseguently measured at amortised cost using the
effective interest method.

Equity instruments
Equity instruments issued by the Group are recorded at the
proceeds received. net of direct issue costs.

Derivative financial instruments and hedge accounting

The Group uses derivative financial instrurments to hedge its
exposure to foreign exchange, inflation. interest rate and commodity
risks arising from operating, financing and investing activities.

The Group does not hold or issue derivative financial instruments
for trading purposes.

Derivative financial instruments are recognised and stated at fair
value. Where derivatives do not qualify for hedge accounting, any
gains or osses on remeasurement are immediately recognised in
the Group income statement. Where derivatives gualify for hedge
accounting, recognition of any resultant gain or loss depends on the
nature of the hedge relationship and the item being hedged.

At inception of designated hedging relationships. the Group
documents the risk management objective and strategy for
undertaking the hedge. the nature of the risks being hedged and
the economiic relationship between the item being hedged and the
hedging instrument. inciuding whether the change in cash flows of
the hedged item and hedging instrument are expected to offset
each other.

As permitted under IFRS 9, the Group has elected to continue
to apply the existing hedge accounting requirements of IAS 39
‘Financial instruments: Recognition and measurement’ for its
portfolio hedge accounting until a new macro hedge accounting
standard is implemented.

Derivative financial instruments with maturity dates of more than
one year from the repeorting date are disclosed as non-current.

Fair value hedging

Derivative financial instruments are classified as fair value hedges
when they hedge the Group’s exposure to changes in the fair
value of a recognised asset or liability. Changes in the fair value of
derivatives that are designated as fair value hedges are recognised
in the Group income statement within finance income or costs,
together with any changes in the fair value of the hedged item that
is attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting. the
adjustment to the carrying amount of a2 hedged item is amortised to
the Group income statement over the remaining period to maturity

Cash flow hedging

Derivative financial instruments are classified as cash flow hedges
when they hedge the Group’s exposure to variability in cash flows
that is either attributable to a particular risk asscciated with a
recognised asset or liability. or a highly probable forecasted
transaction. The effective element of any gain or less from
remeasuring the derivative designated as the hedging instrument
is recognised directly in cther comprehensive income and
accumulated in the hedging reserve. Any cost of hedging. such as the
change in fair value related to forward points and currency basis
adjustment. is separately accumulated in the cost of hedging
reserve. The ineffective element is recognised immediately in the
Group income statement within finance income or costs.
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Notes to the Group financial statements continued

Note 1 Accounting policies, judgements and
estimates continued

Where the hedged item subsequently results in the recognition of a
nen financial asset such as inventory, the amounts accumulated in
the hedging reserve and cost of hedging reserve are included in the
initial cost of the asset. For all other cash fiow hedges, the amounts
accumulated in the hedging reserve and cost of hedging reserve are
recognised in the Group income statement when the hedged item or
transaction affects the Group income statement.

Hedge accounting is discontinued when the hedging instrument
expires or is so/d, terminated or exercised or no longer meets the
Group's risk management objective. The cumulative gain or loss in
the hedging reserve and cost of hedging reserve remains untii the
forecast transaction occurs or the original hedged item affects the
Group income statement.

If a forecast hedged transaction is no longer expected to occur. the
cumulative gain or loss in the hedging reserve and cost of hedging
reserve is reclassified to the Group income statement.

Net investment hedging

Financial instruments are classified as net investment hedges when
they hedge the Greup's net investment in an overseas operation,
The effective element of any foreign exchange gain or loss from
remeasuring the instrument is recognised directly in other
comprehensive income and accumutated in the translation reserve
in equity. Any ineffective element is recognised immediately in the
Group income statement. Gains and losses accumulated in the
translation reserve are reciassified 10 the Group income statement
when the foreign operation is disposed of.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the Group balance sheet whenthere is a current legally
enforceable right to offset the recognised amounts and there is an
ntention to settle on a net basis or realise the asset and settle the
liability simultaneously.

Provisions

Provisions are measured at the present value of the expenditures
expected to be required to settle the cbligation using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the obligation. The increase
in the provision due to passage of time is recognised as interest
expense, Provisions for onerous contracts are recognised when the
Group believes that the unavoidable costs of meeting or exiting the
contract exceed the economic benefits expected to be received
under the contract.

Supplier financing arrangements

Suppliers can choose whether to access supplier financing
arrangements, which are provided by different third party banks
indifferent countries. Commercial requirements. including payment
terms or the price paid for goods. do not depend on whether a
supplier chooses to access such arrangements. The arrangements
support the Group's suppliers by giving them the option to

access funding early. often at a lower cost than they could

obtain themselves.

Under the arrangements. suppliers may choose to access payment
early rather than on the Group's normal payment terms. at a
funding cost to the supplier that is set by the provider banks but
based on Tesco's credit risk and the appropriate country risk
premium. If suppliers choose not to access early payment, the
provider banks pay the suppliers on the Group’s normal payment
terms. The Group pays the provider banks on the Group’s normal
payment terms, regardless of whether the supplier has chosen to
access funding early.

Management reviews supplier financing arrangements to determine
the appropriate presentation of balances outstanding as trade
payables or borrowings, dependent cn the nature of each
arrangement. Factors considered in determining the appropriate
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presentation include the commercial rationale for the arrangement.
impact on the Group’s working capita! positions, credit
enhancements or other benefits provided to the bank and

recourse exposures.

Balances outstanding under current supplier financing arrangements
are classified as trade payables, and cash flows are included in
operating cash flows. since the financing arrangements are agreed
between the supplier and the banks. and the Group does not provide
additional credit enhancement nor obtain any working capital benefit
from the arrangements. Refer to Note 19.

Insurance

Prior to the acquisition of TU on 4 May 2021, the Group generated
commission from the sale and service of motor and home insurance
policies underwritten by TU. Following the acguisition. these
amounts represent intercompany transactions which are fully
eliminated in the Group income statement. The Group also
generated commission from the sale and service of motor and home
insurance policies underwritten by a third-party underwriter untit
August 2021, when the Group brought in-house the writing of home
and motor insurance policies which were previously underwritten
through its broker panel. Commission was based on commission
rates which were independent of the profitability of underlying
insurance policies. Similar commission income is also generated from
the sale of white label insurance products underwritten by other
third-party providers. This commission income is recognised on a
net basis as such policies are sold.

In the case of some commission income on insurance policies
managed and underwritten by a third party. the Group recognises
commission income from policy renewals as such policies are sold.
This is when the Group has satisfied all of its performance obligations
in relation to the policy sold and it is considered highly probable that
a significant reversal in the amount of revenue recognised will not
ocecur in future periods. This calculation takes into account both
estimates of future renewal volumes and renewal commission rates.
A contract asset is recognised in relation to this revenue. This is
unwound over the remainder of the contract with the customer,

in this case being the third party insurance provider.

The end policyholders have the right to cancel an insurance policy at
any time. Therefore. a contract liability is recognised for the amount
of any expected refunds due and the revenue recognised in refation
to these sales is reduced accordingly. This contract refund liability is
estimated using prior experience of customer refunds. The
appropriateness of the assumptions used in this calculation is
reassessed at each reporting date.

Classification of insurance contracts

Contracts under which the Group accepts significant insurance risk
from another party (the policyholder) by agreeing to compensate the
policyholder or other beneficiary if a specified uncertain future event
(the insured event) adversely affects the poiicyhoider or other
beneficiary are classified as insurance contracts. These contracts
remain insurance contracts until all rights and obligations are
extinguished or expire. insurance contracts may alsc transfer

some financial risk.

Insurance income

Gross written premiums comprise premiums on contracts entered
into guring the year. irrespective of whether they relate in whole or
in part to a later accounting period, and exclude tax and levies.

The earned portion of premiums written is recognised as revenue.
Premiums are earned from the date of attachment of risk, over the
indemnity period. based on the pattern of risks underwritten.

Insurance claims

Claims and claims handling expenses are recognised as incurred,
based on the estimated cost of settling all liabilities arising on events
occurring up to the balance sheet date.



Reinsurance

The Group cedes reinsurance in the normal course cf business for
the purpose of limiting its net loss potential through the
diversification of its risks. Reinsurance arrangements, including
quota share, excess of loss and adverse development cover
contracts, do not relieve the Group from its direct obligations to its
policyholders. Only contracts that give rise to a significant transfer of
insurance risk are accounted for as reinsurance contracts. Amounts
recoverable under such contracts are generally recognised in the
same yrar as the relater claim Cnnfracts that dn nnt transfer
significant insurance risk (.e. financial reinsurance) are accounted
for as financial instruments.

Reinsurance assets include balances due from reinsurance
companies for reinsurance claims. Amounts recoverable from
reinsurers are estimated in a manner consistent with the
outstanding claims provision or settled claims associated with the
reinsured policy. The earned portion of reinsurance premiums
linsurance premiurm income ceded to reinsurers) is recognised as
reinsurance premium expense. The provision for unearned
reinsurance premiums comprises the element of reinsurance
premiums relating to services tc be received in future years.
Amounts recoverable under reinsurance contracts are assessed for
impairment at each year-end date. Such assets are deemed
impaired if there is objective evidence, as a result of an event that
occurred after initial recognition, that the Group may not recover all
amounts due and that the event has a reliably measurable impact on
the amounts that the Group will receive from the reinsurer.

Provision for outstanding claims

The provision for outstanding claims represents the Group's
estimate of the ultimate cost of settling all claims incurred but
unpaid at the reporting date whether reported or not, and related
internal and external claims handling expenses. Claims outstanding
are assessed by reviewing individual claims data and making an
allowance for claims incurred but not yet reported. adjusted for the
effect of both internal and external foreseeabile events. such as
changes in claims handling procedures, inflation, judicial trends,
substantively enacted legislative changes and past experience and
trends. Reinsurance and other recoveries are assessed ina manner
similar to the claims outstanding and presented separately as assets.

Unearned premium and unexpired risk provision

The provision for unearned premiums comprises the proportion of
gross premiums written. which is estimated to be earned in the
following or subsequent accounting periods, calculated separately
for each insurance contract using the daily pro rata method.
adjusted if necessary to reflect any variation in the incigence of risk
during the period covered by the contract. Where the value of
expected claims and expenses attributable to unexpired pericds of
policies in force exceeds the unearned premium provision. a further
provision is made. calculated by reference to classes of business
which are managed together

Alternative performance measures {APMs)

In the reporting of financial information, the Directors have adopted
various APMs. Refer to the Giossary for a full list of the Group’s
APMs. including comprehensive definitions, their purpose,
reconciliations to IFRS measures and details of any changes to APMs.

Judgements and sources of estimation uncertainty

The preparation of the consolidated Group financial statements
requires management to make judgements. estimates and
assumptions n applying the Group's accounting policies to
determine the reported amounts of assets. liabilities. income and
expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed 1o
be reasonable under the circumstances. Actual results may differ
from these estimates. The estimates and underlying assumptions are
reviewed on an ongeing basis. with revisions to accounting estimates
applied prospectively.

Financial statements

Critical accounting judgements

Critical judgements, apart from those involving estimations. that are
applied in the preparation of the consoclidated Group financial
statements are discussed below:

Leases

Management exercises judgement in determining the likelihood of
exercising break or extension options in determining the lease term.
Break and extension options are inctuded to provide operational
flexibility should the economic outiook for an asset be different to
expectations, and hence at commencement of the lease, break or
extension options are not typically considered reasonably certain to
be exercised. unless there is a valid business reason otherwise.

The discount rate used to calculate the lease liability is the rate
implicit in the lease, if it can be readily determined. or the lessee’s
incremental borrowing rate if not. Management uses the rate implicit
in the lease where the lessor is a related party [such as leases from
joint ventures) and the lessee’s incremental borrowing rate for ail
other leases. (ncremental borrowing rates are determined monthly
and depend on the term, country, currency and start date of the
lease. The incremental borrowing rate is determined based on a
series of inputs including: the risk-free rate based on government
bond rates; a country specific risk adjustment: a credit risk
adjustment based on Tesco bond yields; and an entity specific
adjustment where the entity risk profile is different to that of

the Group.

Refer to Note 12 for additional disclosures relating to leases.

Joint ventures and associates

The Group has assessed the nature of its joint arrangements under
IFRS 11 "Joint arrangements’ and determined them to be joint
ventures. These assessments reguired the exercise of judgement
as set out in Note 13.

APMs - Adjusting items

Adjusting items relate to certain costs or incomes that derive from
events or transactions that fall within the normal activities of the
Group but which. individually or. if of a similar type. in aggregate.
are excluded from the Group's APMs by virtue of their size and
nature in order to provide a helpful alternative perspective of the
year- on year trends, performance and positicn of the Group’s
trading business that is more comparable over time. This afternative
view is consistent with how management views the business, and
how it is reported internally to the Board and Executive Committee
for performance analysis. planning. reporting. decision-making and
incentive setting purposes.

Management exercises judgement in determining the adjustments to
apply to IFRS measurements. and this assessment covers the nature
of the item, cause of occurrence and the scale of impact of that
itemn on reported performance and individual financial statement
line items. as well as consistency with prior periods. Reversals of
previous adjusting items are assessed based on the same criteria to
ensure an even-handed treatment of gains and losses. The amount
and timing of adjusting items can be unpredictable and subjectto a
higher level of scrutiny by users of the accounts. Adjusting items can
inctude, but are not limited to: litigation costs: impairment charges
and reversals: property transactions such as disposais: amortisation
of acguired intangibles: changes in uncertain tax positions:
restructuring and redundancy costs: profits or losses on disposal

of businesses: net pension finance income/{costs): and fair value
remeasurements of financial instruments. The tax effect of such
items is also classified as adjusting.

The Group income statement is presented in a columnar format

1o enable users of the accounts to see the Group's performance
before adjusting items, the adjusting items, and the statutory total
on aline by-line basis. An analysis of the adjusting itemns included in
the Group income statement, together with the impact of these
items on the Group cash flow statement, is disclosed in Note 4.

Refer to pages 207 te 212 for further detaits on the Group’s APMs.
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Notes to the Group financial statements continued

Note 1 Accounting policies, judgements and
estimates continued

Key sources of estimation uncertainty

The key assumptions about the future, and other key sources of
estimation uncertainty at the reporting period end, that may have a
significant risk of causing a material adjustment to the carrying
amount of assets and liabilities within the next financial year are
discussed below:

Poat employment benefit obligationa

The present value of post-employment benefit obligations is
determined on an actuarial basis using various assumptions,
including the discount rate, inflation rate and mortality assumptions.
Any changes in these assumptions will impact the carrying amount
as well as the net pension finance costAincome). Key assumptions
and sensitivities for post-employment benefit obligations are
disclosed in Note 29.

Impairment of non-financial assets

The Group evaiuates goodwill and non current assets for impairment
as set out in Note 14. The key assumptions and estimates to which
the recoverable amounts are most sensitive. the methodology for
calculating them and sensitivities are also disclosed in Note 14.

Tesco Bank ECL measurement

The measurement of ECLs for Tesco Bank financial assets requires
the use of complex models and significant assumptions about future
macroeconomic conditions and credit behaviour, such as the
likelinood of customers defaulting and the resulting losses.

Key assumptions and sensitivities for Tesco Bank ECLs are

disclosed in Note 27.

Other significant estimates

Other estimates for which management believes there is & limited
risk of a material change in the amounts recognised or disclosed in
the next financial year are discussed below.

Commercial income

Management {s required to make estimates in determining the
amount and timing of recognition of commercial income for some
transactions with sugpliers. In determining the amount of volume-
related allowances recognised in any period, management estimates
the probability that the Group will meet contractual target volumes.
based on historical and forecast performance. There is limited
estimation invclved in recognising income for promotional and

other allowances.

Management assesses its performance against the obligations
conditional on earning the income. with the income recognised
either over time as the obligations are met. or recognised at the
point when all obligations are met. dependant on the contractual
requirements. Commercial income is recognised as a credit within
cost of sales. Where the income earned relates to inventories which
are held by the Group at period ends. the income is included within
the cost of those inventeries, and recognised in cost of sales upen
sale of those inventories. Management views that the cost of
inventeries sold (which is inclusive of commercial income) provides a
consistent and cormplete measure of the Group income statement
impact of the overall supplier relationships.

Management considers the best indicator of the estimation
undertaken is by reference to commercial income balances not
settled at the balance sheet date. and has therefore provided
additional disclosures of commercial income amounts reflected in
the Group balance sheet. Refer to Note 20 for commercial income
disclosures.
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Clubcard points breakage

Clubcard points breakage is the proportion of points that are not
expected to be redeemed by customers, Management estimates
breakage based on historical experience of customer redemptions.
adjusted for any factors which may impact future redemption rates
such as scheme changes or expected future trends in customer
behaviour. Changes in breakage estimates would change the
Clubcard contract liability ([deferred revenue) on balance sheet (see
Note 19} and the timing of revenue recognised in relation to Clubcard
points.

Contingent liabilities

Contingent liabilities are possible obligations whose existence will be
confirmed only on the occurrence of non occurrence of uncertain
future events outside the Group’s control, or present abligations
that are not recognised because it is not probable that a settlement
will be required or the value of such a payment cannot be reliably
estimated. The Group does not recognise contingent liabilities but
discloses them. Refer to Note 34 for the disclosures.



Financial statements

Note 2 Segmental reporting

The Group's operating segments are determined based on the Group's internal reporting to the Chief Operating Decision Maker (CODM)
The CODM has been determined to be the Group Chief Executive, with support from the Executive Committee. as the function primarily
responsible for the allocation of rescurces to segments and assessment of performance of the segments.

The principal activities of the Group are presented in the following segments:
- Retailing and associated activities (Retail} in:

- UK & ROI - the United Kingdom and Republic of Ireland: and
Central Curope  Crech Republic. flungary and Elovakia.

- Retail banking and insurance services through Tescoe Bank in the UK (Tesco Bank).
This presentation reflects how the Group’s operating performance is reviewed internally by management.

The CODM uses adjusted operating profit, as reviewed at monthly Executive Committee meetings. as the key measure of the segments’ results
as it reflects the segments” trading performance that aids comparability over time for the financial year under evaluation. Agjusted operating
profit is a consistent measure within the Group as defined within the Glossary. Refer to Note 4 for adjusting items. Inter-segment revenue
between the segments is not material.

Income statement

The segment results and the reconciliation of the segment measures to the respective statutory items included in the Group income statement
are as follows:

Total Retail at Totalat Total

Central constant Tesco constant Foreign at actual

52 weeks ended 25 February 2023 UK &ROI turope exchange Bank exchange exchange exchange
At constant exchange rates £m im m fm fm £m fm

Continuing operations

Revenue 60.214 4,468 64.682 1106 65.788 (26) 65.762
Less: Fuel sales {7.877) (222) (8.099) - {8.099) )] (8.106)
APM: Sales 52.337 4,246 56,583 1106 57,689 (33) 57,656
Adjusted operating profit 2,307 174 2,481 143 2,624 6 2,630
Adjusting items (Note 4) 1.058) {33 (1.091) ) {1.102) (3} 1.105)
Operating profit 1,249 1M1 1,390 132 1,522 3 1,525
Adjusted operating margin 3.8% 3.9% 3.8% 12.9% 4.0% 4.0%
Total

Central Tesco al asctudd

52 weeks ended 25 February 2023 UK & ROI Europe Total Retail Bank exchange
At actual exchange rates £m £m £m fm £m

Continuing operations

Revenue 60.246 4.410 64.656 1.106 65,762
Less: Fuel saies (7.877) (229) {8.106) - (8.106)
APM: Sales 52.369 4,181 56,550 1.106 57.656
Adjusted operating profit 2,307 180 2,487 143 2,630
Adjusting itemns (Note 4) {1.058) (36) {1.094) ) (1.105)
Operating profit 1.249 144 1,393 132 1,525
Adjusted operating margin 3.8% A% 3.8% 12.9% 4.0%
Share of post-tax profits of joint ventures and associates 8
Finance income 85
Finance costs (618)
Profit before tax 1,000

Tesco Bank revenue of £1,106m (2022: £922m) comprises interest and similar revenues of £540m {2022: £473m). fees and commissions revenue of
£257m (2022: £210m) and insurance revenue of £309m (2022: £239m). For insurance, refer to Note 24.

Contral Tesco at allosi:

52 weeks ended 26 February 2022 UK & ROI Europe Total Retail Bank exchange

At actual exchange rates fm £m frm £m £m

Continuing operations

Revenue 56.404 4.018 60.422 922 61.344

Less: Fuel sales 6.420) (156} 6.576) - 6.576)
APM: Sales 49.984 3.862 53.846 922 54.768

Adjusted operating profit 2,481 168 2,649 176 2,825
Adjusting items {Note 4} 290) 25 (265) - (265)
Operating profit 2,19 193 2,384 176 2,560

Adjusted operating margin 4.4% 4.2% 4.4% 19.1% 4.8%

Share of post-tax profits of joint ventures and associates 15

Finance income 2

Finance costs {567
Profit before tax 2,033
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Notes to the Group financial statements continued

Note 2 Segmental reporting continued

Balance sheet

The following tables showing segment assets and fiabilities exclude those balances that make up net debt (cash and cash eguivalents. short term
investments, joint venture loans, bank and other borrowings. lease liabilities. derivative financial instruments and net debt of the disposal group).
With the exception of lease liabilities which have been allocated to each segment. and Tesco Bank net debt. all other components of net debt
have been included within the unallocated segment to reflect how these balances are managed. Intercompany transactions have been eliminated
other than intercompany transactions with Tesco Bank in net debt.

Total
Central Tesco contnuing  Discontinued

UK & RCH Europs+ Bank Unihocatea opaersuons Operanons lotal
At 25 February 2023 £m fm £m £m £m im £m
Goodwill and other intangible assets 4.715 37 623 - 5.375 - 5.375
Property. plant and equipment and investment property 15.346 1.468 iz - 16.886 - 16.8886
Right of use assets 5.057 433 10 - 5,500 - 5.500
Investments in joint ventures and associates 93 - - - 93 - 93
Non-current other investments 218 - 1121 - 1,339 - 1.339
Non-current trade and other receivables® 44 2 25 - n - n
Non-current loans and advances to customers - - 3.029 - 3.029 - 3.029
Non-current reinsurance assets - - 145 - 145 - 145
Post-employment benefit surplus 6 - - - <] - 6
Deferred tax assets 3 22 57 - 82 - 82
Non-current assets®™ 25,482 1,962 5,082 - 32,526 - 32,526
Inventories and current trade and other receivables< 3ang 358 243 - 3719 - 3719
Current loans and advances to customers - - 4.052 - 4,052 - 4,052
Current reinsurance assets - - 72 - 72 - 72
Current other investments 6 - 347 - 353 - 353
Total trade and other payables {8.986) (595) (330} - 19.971) - 19.971)
Total customer deposits and deposits from banks - - {6.750}) - (6.750) - 6.750)
Total insurance contract provisions - - (B05S} - {605) - [603)
Total provisions (494} (36) (30} - {560) - 1560)
Deferred tax liabilities 74 (45) - - (119) - Mg
Net current tax 52 {16) 9 - 45 - 45
Post-employment benefit deficit (400} - - - (400} - (400)
Assets of the disposal group and non-current assets 25 169 - - 194 18 210
classified as held for sale
Net debt {including Tesco Bank)® 7.036} (553) 151 (2.890) (10.328) f14) {10.342)
Net assets 11,693 1,244 2,181 (2,880} 12,228 2 12,230
{al Excludes non-current loans to joint ventures of £8m (2022 £9m), which form part of nel debt,
b} Excludes dervative financial instruments of £873m (2022 £942m). which form part of net debt.
(e} Excludkes net interest and other receivables of £8m (2022: F1m). and current loans to joint ventures of £98m (2022 £96m). both forming part of net debt,
(d) Refer to Note 32. Net debt at 25 February 2023 includes net debl of the disposal group classified as held for sake of £(14)m (2022, t04im).

Total
Centrul Tesco continuing  Discontinued

UK & ROI Eurcpe Bank Unallocated operations operations Total
AL 26 February 2022 im m £m £m fm £m £
Goodwill and other intangibie assets 4700 31 629 - 5.360 - 5.360
Property. plant and equipment and nvestment property 15.552 1.462 68 - 17.082 - 17.082
Right of use assets 5.355 354 n - 5720 - 5720
Investments n joint ventures and associates 85 1 - - 86 - 86
Non-current other investments 12 - 1.241 - 1.253 - 1.253
Non-current trade and other receivables® 91 - 59 - 150 - 150
Norn-current loans and advances to customers - - 341 - 3141 - 34
Non-current reinsurance assets - - 184 - 184 - 184
Post-employment benefit surplus 3.150 - - - 3.150 - 3,150
Deferred tax assets 2 19 64 - 85 - 85
Noh-current assets™ 28,947 1,867 5,397 - 36,21 - 36,211
Inventories and current trade and other receivables® 2.98 285 239 - 3.505 - 3.505
Current loans and advances to customers - - 3.349 - 3.349 - 3.349
Current reinsurance assets - - 61 - 61 - 61
Current cther investments - - 226 - 226 - 226
Total trade and other payables (8.343) (535) {356) - 9.234) - (9.234}
Total customer deposits and deposits from banks - - 6.379) - 6.379) - 6.379)
Jotal insurance contract provisions - - (650) - (650} - {650)
Total provisions 401} (28) 37) - (466} - (466)
Deferred tax liabilities (869) (41 - - (910} - 9101
Net current tax a0 {1 3 - 82 - B2
Post-employment benefit deficit (303) - - - (303} - (303)
Assets of the disposal group and non-current assets 20 310 - - 330 38 368
classified as held for sale
Net debt (including Tesce Bank)® (7.350) [474) 300 (2.678) {10.202) {14) {10.216}
Net assets 14,772 1,373 2,153 {2,678) 15,620 24 15,644

Retar 10 previous table for fooinotes.
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Other segment information

Financial statements

Central Tesco
UK & ROI Europe Bank Totatl

52 weeks ended 25 Fobryary 2023 im im tm im
Capital expenditure {including acquisitions through business combinations):

Froperty. plant and equipment®® 1176 104 14 1.294

Goodwill and other intangible assets'® 259 12 37 308
Depreciation and amortisation:

Property, plant and equipment (788} 84) (10) (B832)

Right of use assets {500} {37) 2 (539)

Investment property m - - )

Cther intangible assets {226) (10) (42) (278)
Impairment'®:

{Loss} on financial assets (5} {1l {61) 87

{3l Includes £ 248m related to obtaining contral of The Tesco Dormey Limiled Partnership (2022 £584m related to obtaining control of The Tesca $arum Limited Partnership). Refor to Note: 33 for

further details.

{b) Includes £42m {2022 Limi of property. plant and equipment acquired through business combinations.
(¢} Includes £31m (2022: £38m) of pooawill and other intangible asscts acquired through business combinations
{d) Excludes impairment of other non-current assets. Refer to Nole 14,

Central Tesco
UK&ROI Europe Bank Total

62 weeks ended 26 February 2022 im £m im £m
Capital expenditure (including acquisitions through business combinations):

Property. plant and equipment@® 1.485 89 4 1.588

Goodwill and other intangible assets™ 186 10 7 267
Depreciation and amortisation:

Property. plant and equipment (792) (80) o (893)

Right of use assets (500} 35) (2) (537)

investment property n - - 1l

Other intangible assets {224} 11} (52) 287
Impairmentt:

[Loss)/reversal on financial assets 10 (1 30 39
Refer to previous Lable for fooinoles.
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Notes to the Group financial statements continued

Note 2 Segmental reporting continued
Cash flow statement

The following tatles provide a split of cash flows between Retail continuing operations, Tesco Bank and Group discontinued operations

Discontinuag Tesco
Retail Bank operations Group
Before Before Tesco
adjusting  Adjusting Retail adjusting  Adjusung Bank
ftems. items Total itemns items Total Total Total
52 weeks ended 26 February 2023 £m m Em fm £m £m fm £m
Qperating profit/lloss) 2,487 n.094 1,393 143 A1 132 )] 1.516
Depreciation ang amortisation 1.570 76 1.646 54 - 54 - 1.700
ATM net iINCome ey {16} 1% 16
(Profit)/loss arising on sale of property, plant ang equipment. investment property. 13 Qn 78} - - - 2 (76
intangible assets. assets held for sale and earty termination of leases
(Profitl/loss arising from sale of other investments - - 3 - 3 3
Net impairment loss on property. plant and equipment. right of use assets. intangible 982 982 - 982
assets and investment property
Net remeasurement loss on non-current assets heid for sale - 14 14 - - - 9 23
Other defined benefit pension scherme payments 23 23 - - - 23
Share based payments B4 64 {5 - 5 59
Tesco Bank fair value movements included in operating profit/licss) - - 70 - 70 - 7¢
Cash flows generated from operations excluding working capltal 4,095 n3 3,982 281 i 270 2 4,254
(Increase)/decrease in working capital 468 52 520 (271 (3) (274} (3) 243
Cash generated from/lused in) operations 4,563 (3 }] 4,502 10 (14) &3] [} 4.497
Interest paidt 643) 643) i=/] - i) 862}
Corporation tax paid 107) - 107 mn - 17 1 123}
Net cash generated from/lused in) operating activities* 3.813 (1)) 3,752 1[3] (14) (30} - 3,722
Proceeds from sale of property. plant and equipment. investment property. 6 335 34 1 1 - 342
intangible assets and assets classified as held for sale
Purchase of property. pfant and equipment, investment preperty and other long- 14} 40 (54} - - - {54)
term assets - property buybacks
Purchase of property. plant and equipment. investment praperty and other long- (902} - {962 1s) 115} - 917
term assets - other capital expenditure
Purchase of intangible assets 241 - zan (38} {38! - (279
Acquisition of subsidiaries. net of cash acquired (66) - 56) (5} - 5} - [Fal]
Increase in Ioans to joint ventures and associates 4] 1 o
Investments in joint ventures and associates 10} 1y - - - 1o
Net {investments inl/proceeds from sale of short-term investments 451 - 451 - - - 451
Proceeds from sale of other investments 1 1 229 229 - 230
Purchase of other investments (208} - (206} (323} (323 - (529!
Dividends received from joint ventures and associates 14 - 14 - - - - 14
Dividends received from Tesco Bank 54 - 54 (54) - {34} -
Interest received 70 - Fid - - - 70
Cash inflows from derivative financia! instruments 54 54 - - - 54
Cash outflows from derivative financial instruments (6 - 2] - - - 16)
Net cash generated from/(used In investing activities* (796) 295 (501 {205} - 1205} - (706)
Own shares purchased for cancellation (781 - 781 - - - 781
Cwn shares purchased for share schemes {86} - (86} - - - {86)
Repayment of capitat elerment of obligations under leases 1589) - 589) (4} - 4 593
Cash outflows exceeding the incremental increase in assets in a property buyback 2 20 - - - {21
Repayment of borrowings {608} - 608} 1non - aon (709)
Cash inflows from derivative financial instruments 232 232 - - 23
Cash outflows from derivative financial instruments (385) (365} (1) - 6) - (37
Dividends paid to eguity hoiders 1858) i (859) - - - 859
Net cash generated from/{used in} financing activities* (3.076) 1] 3.0 11 - i - {3,188
Net Increase/{decrease] in cash and cash equivalents 1591 233 174 (332) (14) (346} - (172}
Cash and cash equivalents at the beginning of the year 177
Effect of foreign exchange rate changes (34)
Cash and cash equivalents at the end of the year 1,565

*  Refer 1o page 211 for the reconciliation of the APM Ratail free cash flow
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Discontinued Tesco
Revtanl Bank operations Group
Befare Before Tesco
adjusting  Adjusting Retail adjusting  Adjusting Bank
items itemns Total iterns items Totai Total Total
52 weeks ended 26 February 2022 £m Em £m im £m im £m im
Operating profit/lloss} 2,649 (265} 2,384 176 - 176 {51 2.509
Depreciation and amortisation 1.577 76 1653 65 65 1718
ATM net income i4) (4] 14 - 1 - -
{Profit)/loss arising on sale of property. plant and equipment. investment property. 5 (128) 123} - - - - 123
intangible aceate, accots hold far sale and carly termination of loages
{Profit)/less arising on sale of joint ventures and associstes - 15} (15} (10} - {10} {25
(Profit)/loss arising on sale of subsidiaries - - - - 23 23
Net impairment ioss on property, plant and equipment. right of use assets. intangible - ns ns - ns
assets and investment property
Net remeasurement (gain)/loss on non-current assets held for sale . 6 6 - - - (3 3
Adjustment for non-cash element of pensions charge 7 - 7 - - 7
Cther defined benefit pension scheme payments 19} (19} - - - {19)
Share-based payments 63 - 63 3 - 3 - 65
Tesco Bank fair value movements included in operating profit/(loss) - - - 28) - (z8) - (28)
Cash flows generated from operatlons excluding working capital 4,268 (2m 4,057 220 - 220 31 4,246
lincrease)/decrease in working capital 501 (105) 3% (54} ] 62) 28 362
Cash generated from/(used in) operations 4,763 (316) 4,453 66 8 158 (3) 4.608
Interest paid {644) - 644} (5 - (5 tH (650
Corporation tax paid (195) - {195} (4) - {4) (2} (20
Net cash generatad from./(used In) operating activities* 3,930 (316) 3.614 157 8) 149 &) 3,757
Proceeds from sale of property, plant and equipment, investment property. - 308 308 1 - 1 - 309
intanginle assets and assets classified as held for sale
Purchase of property. plant and equipment. investment property and other long- 30 (43) (B0} - 80y
term assets - property buybacks
Purchase of property. plant and equipment, investment property and other kong- {854) - {854) 14} - {14) m 863
term assets - other capital expenditure
Purchase of intangible assets {196) - (196) (33 - (33 - 229
Disposal of subsidiaries. net of cash disposed - nr n - - - 44 181
Acquisition of subsidiaries. net of cash acquired - [48) - 48! - 48)
Proceeds from sale of joint ventures and associates 15 i5 - 15
tncrease in loans to joint ventures and associates 4 - (4} - - - - 14)
Investments in joint ventures and associates (on {1 - - - 1)
Net linvestments inl./proceeds from sale of short-term investments 1.067 - (1.067 - - - - (1.067)
Proceeds from sale of other investments. 2 - z 272 - 272 - 274
Purchase of other investmants m - m (220} 220) - v
Dividends received from joint ventures and associates 22 - 2 10 - 10 - 3.
Dividends received from Tesco Bank &7 87 87 (87 - -
Interest recefved 3 - 3 - - - 3
Net cash generated from/{used in) investing activities* {2,056) 397 (1,659} ms) - {119) 43 (1735}
Own shares purchased for cancelation 1278 - 1278} - - - 1278)
Own shares purchased for share schemes n44) {144} - (144)
Repayment of capital element of obligations under leases 571 - 571 4 - 4 2 (677
Increase in borrowings 394 394 - 324
Repayment of borrowings 754) - (754} 2n - 20 - {775)
Cash inflows from derivative financial instruments 738 738 - - - 798
Cash outflows from derivative financial instruments 921 - @21 - - - - 921
Dividends paid to equity holders {704) V)] (731 - - - (731
Net cash genersted from/{used inl financing activities* 12.180) 2n (2,200 (25) - (25) (20 (2,234
Net increase/(decraase) in cash and cash equlvalents (306) 54 1252) 3 8) 5 35 212)
Cash and cash equivalents at the beginning of the year 191
Effect of fereign exchange rate chanpes 12
Cash and cash equivalents at the end of the year 1.771
Refer 1o previous 1able for footnote
Note 3 Operating expenses
Auditor’s remuneration
52 weeks 52 weeks
2023 2022
£m im
Fees payable to the Company's auditor and its associates for the audit of the Company and Group financial statements 36 28
The audit of the accounts of the Compary's subsidiaries 9.7 8.9
Total audit services 13.3 1.7
Audit-related assurance services 1.2 0.9
Non-audit services 0.2 0.6
Total non-audit services 1.4 1.5
Total auditor’s remuneration 14.7 13.2

Audit-related assurance services of £1.2m {2022: £0.9m) comprise: review of the Group's interim report £0.5m {2022: £0.5m) and other services
£0.7m (2022 £0.4m). In addition to the amounts shown above. the auditor received fees of £0.3m (2022: £0.3m} for the audit of the main Group
pension schemes, and fees of £0.3m (2022 £0.2m} for the audit of joint ventures. Non audit services are subject to approval by the Chief Audit
and Risk Officer and the Audit Committee. Additional information on the non-audit services provided by the auditor is provided in the Audit
Committee report on page 76, including how objectivity and independence is safeguarded
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Notes to the Group financial statements continued

Note 3 Operating expenses continued

Employment costs, including Directors’ remuneration

52 weeks 52 weeks
2023 2022
Continuing operalions Noles £m £m
Wages and salaries 6.516 6,410
Social security costs 519 493
Post-employment defined benefits 29 24 40
Post-employment defined contributions 29 375 361
Share-based payments expense 28 n2 122
Termination boncfits 10 40
Total 7,656 7,466
Post- employment defined contribution charges include £143m (2022: £136m) of salaries paid as pension contriputions.
The table below shows the average number of employees by segment during the financia! year.
Average number Average number of
of employces full-time equivalents
Continuing operations 2023 2022 2023 2022
UK &ROI 309.366 326.218 196.911 204974
Central Europe 23.971 24.935 21.998 22.895
Tesco Bank 3.589 3.591 3,397 3.354
Total 336,926 354,744 222,306 231,223
Note 4 Adjusting items
Group income statement
Refer to Note 1 for further details regarding the assessment of items as adjusting.
52 weeks ended 25 February 2023
Profit/lioss) for the year inciuded the following adjusting items:
Total adjusting  Share of joint Ad|usting items
items included venture and Finance included within
Administrative within assoclates income/ discontinued Total adjusting
Cost of sales expenses operating proflt  profits/llosses) (costs) Taxation operations itemns
£m £m £m £m £m £m £m £m
Property transactions® 36 55 91 - - 29 - 120
Net impairment (loss)/reversal of non- 965) an (982) - - 129 - (853)
current assets®
Fair value less cost of disposal - 4 a4 - B 1 - n3)
movernents on assets held for sale
Restructuring® 1o7n (31 (38) - - 26 - mz
Disposal of Asia operations - 2 2 - - - - 2
ATM business rates refund® 7 - 7 - - ) - 6
Release of onerous contract - 5 5 - - - - 5
prowvision®
Amortisation of acquired intangble - {76) {76} - - 14 - 62)
assets®
Net pension finance income™ - - - - 80 {19) - 65
Fair value remeasurements of - - - - 51 12 - 139
financial instruments™
Total adjusting items from (1,029) (76) (1,105) - 29 195 - 8an
continuing operations
Adjusting items relating to - - - - - - 9} (9
discontinued operations?
Total adjusting items 1,029) (76) (1,105) - 29 195 (9} (890)

{a} The Group disposed of surplus properties thal generated a profit before tax of £91m (2022: £128m). £37n refates to the disposal of mall properties in Central Europe and asseciated store sale and

leasebacks (2022, {nil) Refer 1o Notes 7 and 12 for further details. Taxebon includes £63m deferred tax credit on lease simplificalions relating (o property joint venture structures.

(b} Refer to Note 14 for further details on net impairment lloss!/reversal of non-current assets Includes £{7m of impairment relating to the acquisition of The Tesco Dorney Limited Partnership

{referto Nole 33)

[c) Provisions relating to operational restructuring changes announced as part of “Save toinvest . a multi-year programme The total cost of the programme Lo date is £082im. Future cost savings will

nct be reported within adjusting items.

{a) £4m relates 1o software licence fee income (2022 £26m) from services provided 1o CP Group as part of the: Transitional Services Agreement relating 10 the sale of Asia. £H{2Im relates Lo payment

of putstanding employer tax liabililies as part of the disposal of Asia Costs and income in refation Lo the disposal of Asta have been recognised in adjusting iLems in previous years

{e) Ruling that Tesco Group 1s due a refund of business rates refating to external facing ATMs in stores. Similar refunds have been racognised through adjusting items in previous years

{l Rekuase of onerous contract provisions in RO that had been charged through adjusting ilems in previous yesrs.

{g) Amortisation of acquired intangibles relates to histencat Inorganic business combinations and does not reficct the Group's ongoing trading performance.

{h} Net pension finance income and fair vaiue remeasurements of financial instruments are included within adjusiing items. a5 they can fluctuate significantly due to external market factors that are
outside management’s control. Refer to Note 5 for details of finance income and costs

(il Refer to Nole 7 for explanation of sdjusting items relating 1¢ discontinued operations.
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52 weeks ended 26 February 2022

Profit/(loss) for the year included the following adjusting items:

lotal adjusting

share of joint

Financlal statements

Adjusting iterms

items included venture and Finance included within
Administrative  within operating associates income/ discontinued  Total adjusting
Cost of sales exXpenses profit  profits/llosses) [costs) Taxation operations items
im m im £m £m tm im im
Property transactions 1 127 128 - - 21 - 107
Net impairment (loss)/reversal of non- 1400 25 ms) - - (26) - (141)
current assets
Fair value less cost of disposal - ®) 16) - - - - ©
movements on assets held for sale
Restructuring provisions 37 7) (44) - - 8 - {36)
Asia licence fee - 76 26 - - (5) - 21
Litigation costs - (193) (i93) - - - - (193)
Disposal of China associate - 15 15 - - - _ 15
Amortisation of acquired intangible - {76) (76] - - @ - {83)
assets
Net pension finance costs - - - - (22) 6 - {16}
Fair value remeasurements of - - - - 123 19 - 104
financial instruments
Release of tax provisions - - - - - 56 - 56
Total adjusting items from (176) 89) {265) - 101 (8} - 72
continuing operations
Adjusting tems relating to - - - - - - (38 138)
discontinued operations
Total adjusting tems (176) (89) {265) - 101 (8) (38) {210}
Group cash flow statement
The table below shows the impact of agjusting items on the Group cash flow statement:
Cash fiows from Cash flows from Cash flows from
operating activities investing activities financing activilies
52 weeks 57 weeks 52 weeks 52 weeks 52 weeks 52 weeks.
2023 2022 2023 2022 2023 2022
£m £m £m fm £m £m
Property transactions® - - 335 308 - -
Poland sale proceeds and costs - - - 122 - -
Litigation costs - (312) - - - -
Acquisition of property joint venture - - 40) 143) - -
Booker integration cash payments - 18) - - - -
Settlement of claims for customer redress in Tesco Bank 4 (8 - - - -
Disposal of China associate - - - 15 - -
ATM business rates refund® 5 14 - - - -
Special dividend - - - - 4] (2n
Disposal of Asia operations (2) - - 5 - -
Restructuring® (74) - - - B -
Total continuing operations (75) (324} 295 397 m 2n
Cash flows from discontinued operaticns - [} - 44 - -
Total (75} (325} 295 441 U] (27)

{a) Property lransactions include £43m proceeds (2022 £109mi relating 10 the sake of stores in Poland not included in the: sale of the corporate business. £203m proceeds (2022 £nil relate tothe

disposal of mali properties in Central Europe and the assaciated store salke and leasebacks. Refer 1o Notes 7 and 12 for further detaits.
b} Amaunts received in the year with respect to the ruling that Tesco Group is due a refund of business rates relating to external facing ATMs in stores
{e} Cash outflows relating to operational restructuring changes as part of the multi-year “Savc 10 invest’ programme

Note 5 Finance income and costs

52 weeks 52 weeks
2013 2022
Centinying gperations Noles £m im
Finance income
Interest receivable and similar income 78 4
Interest receivable on other investments 3 -
Finance income receivable on net investment in leases 4 5
Total finance Income 85 9
Finance costs
GBP MTNs and loans (160} nen
EUR MTNs {(53) (42)
USD bends 18 (5)
Finance charges payable on lease liabilities (373) (405)
Other interest payable (43) 139)
Total finance costs before adjusting tems (647} 652)
Fair value remeasurements of financial instruments* (50 123
Net pension finance income/{cost) 29 80 22)
Total finance costs (618) (851}
Net finance costs (533) {542}

Fair value remeasurements of financial instruments included £70m gain (2022 Lnil] relating 10 the repurchase of long-dated bonds.
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Notes to the Group financial statements continued

Note 6 Taxation
Recognised in the Group income statement

52 weeks 52 weeks
2023 2022
Continuing operations £m fm
Current tax (credit)/charge
UK corporation tax 202 201
Overseas tax 78 69
Adjustments in respect of prior years 19 (55)
299 215
Dreferred Laa (credid/char ge
Origination and reversal of temporary differences (18} il
Adjustments in respect of prior years (35) 1
Change in tax rate 1 78
52} 295
Total income tax [credit)/charge 247 510
Reconciliation of effective tax charge
52 weeks 52 weeks
2023 2022
Continuing operations £m £m
Profit/{loss) before tax 1,000 2,033
Tax credit/(charge) at 19.0% {2022: 19.0%) (190) (386)
Effect of:
Non-qualifying depreciation* (5} 7
Expenses not deductible (21 (57
Property items taxed on a different basis to sccounting entries 33 7
Impairment of non-current assets {87} 43)
Barking surcharge tax (5} n3)
Differences in overseas taxation rates n 10
Adjustments in respect of prior years 6 54
Share of losses of joint ventures and associates 2 3
Change in tax rate m 178}
Total income tax credit/[charge) {247} (510}
Effective tax rate 24.7% 25.1%
*  This figure has been reduced by the Lax effect of the super-deduction of £30m (2022 £23m] in respect of tax relef for fixed assets,
Reconciliation of effective tax charge on adjusted profit before tax
52 weeks 2 weeks
2023 2022
Continuing operations £m tm
Profit/{loss) before tax 1,000 2,033
Add: Adjusting tems 1.076 164
Adjusted profit before tax 2,076 2,197
Tax credit/(charge) at 19.0% (2022:19.0%) (394) (417}
Effect of:
Non-qualifying depreciation 15) 7
Expenses not deductible (21 (32)
Property items taxed on a different basis to accounting entries - n
Banking surcharge tax 15 n3)
Differences in overseas taxation rates 10 10
Adjustments in respect of prior years (3 2)
Share of profits of joint ventures and associates 2 3
Change in tax rate™ (26) {43)
Total income tax credit/(charge) before adjusting items {442) {502)
Adjusted effective tax rate 21.3% 22.8%
(@) This figure has been reduced by the Lax effect of the super-deduction of £30m (2022 £23m) in respect of tax relief for fixed assets.
(b Change in tax rate includes £3Im (2022 £19m) In redation to provision of deferred tax at 26% (2022 24%) on assets qualifying for super-deductions.
Tax on items credited directly to the Group statement of changes in equity
52 weeks 52 weeks
2023 2022
Continuing operations £m £m
Current tax credit/{charge} on:
Share-based payments [ 1
Deferred tax credit/{charge) on:
Share-based payments 1] 14
Total tax on ltems credited/(charged) to the Group statement of changes In equity (5) 15
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Tax relating to components of the Group statement of comprehensive income/{loss)

52 weeks 52 weeks
2023 2022
Continumg operations £m fm
Current tax credit/[charge) on:
Pensions 124 124
Deferred tax credit/icharge) on:
Pensions g (1.030}
Fair value rmovement on financial assets at fair value through other comprehensive income N 5
Fair value movements on cash flow hedges 20 {22}
Total tax on items credited/lcharged) to the Group statement of comprehensive income/(loss) 874 (923}

Deferred tax

The following are the major deferred tax (liabilities)/assets recognised by the Group and movements thereon during the current and prior
financial years, measured using the tax rates that are expected to apply when the liability is settied or the asset realised based on the tax rates
that have been enacted or substantively enacted by the balance sheet date. Deferred tax assets are recognised when it is probabie sufficient
taxable profits will be available to utilise deductible temporary differences or unused tax losses. This assessment is based on the Group's three
year long-term plan which is updated and approved annually by the Board and is consistent with the Group's longer-term viability statement and
impairment assessments.

Property- Post- Short-term
related Acquired  employment  Sharc-based timing Financial
#emss intangibles bencfits® payments differences Tax losses instruments Total
fm m £m fm tm £m fm £m
At 27 February 2021 (125} (98} 582 31 69 3 42 504
(Charge)/credit to the Group income statement 227 (10 m B6) 24) 2 (29) (295)
[Chargel/credit to the Group statement of - - - 14 - - - 1z
changes in equity
[Charge)/credit to the Group statement of - - (1.030) - - - {17} 01.047)
comprehensive income/{loss)
Foreign exchange and other movernents - - (2) - - 1 - 4}
At 26 February 2022 (352) (108} {451 39 45 6 (4) (825)
{Charge)/credit to the Group income staterment 80) 15 {13) n 14 140 {35} 52
{Charge)/credit to the Group statement of - - - (m - - - 0]
changes in equity
{Charge)/credit to the Group statement of - - n9 - - - 3 750
comprehensive income/(loss)
Foreign exchange and other movemnents 2) (2) - - 1 - - (3)
At 25 February 2023 (434) (95) 255 39 60 146 (8) (37

{al Property-related items include a deferred tax liability on rofled-over gains of £421m (2022: £423m). doferred tax assets on capital losses of £242m (2022 £248m) ang deforred tax assets on IFRS 16
balances of £235m (2022: £238ml. The remaining belance relates 1o accelerated fax depreciation.

D) The deferred tax asset on retirement benafits includes 3 deferred tax asset of £15%m (2022: £275m) arising from a one-off contribution of £2 5bn paid in Degember 2020 on which tax deductions
are spread over 4 years, with the remaining balance related to the pension sehemes in deficit. Refer 1o Note 29 for further details

The following is the analysis of the deferred tax balances after offset:

2023 2022

Em fm

Deferred tax assets 82 85
Deferred tax liabilities o} {(910)
(37} (825)

Unrecognised deferred tax assets and liabilities
Deferred tax assets in relation to continuing operations have not been recognised in respect of the following items, because it is not probable
that future taxable profits will be available against which the Group can utilise the benefits:

2023 2022

£m fm

Deductible temporary differences 45 47
Tax losses 186 178
23 225

As at 25 February 2023, the Group has unused trading tax losses from continuing operations of £1.177m (2022: £590rm) availabie for offset against
future profits. A deferred tax asset has been recognised in respect of £584m (2022: £26m) of such losses, with £571m (2022: £12m) arising in the
UK and £13m {2022: £14m) in other jurisdictions. No deferred tax asset has been recognised in respect of the remaining overseas trading tax losses
of £593m (2022: £5664m) due 1o the unpredictability of future profit streams, with £552m (2022: £527m) arising in the Netherlands. £34m {2022:
£33m) in Germany and £7m (2022: £4m} in other jurisdictions. Capital losses of £95m in ROl (2022: £91m) have not been recognised as it is not
expected they will be utilised. There are no losses that will expire included in unrecognised losses. A deferred tax asset has not been recognised in
respect of deductible temporary differences of £45m (2022: £47m) as it is not expected they will be utilised. There is no expiry date for these
temporary differences.

No deferred tax liability is recognised on temporary differences of £4.3bn (2022: £4bn} relating to the unremitted earnings of overseas
subsidiaries and joint ventures as the Group is able to control the timing of the reversal of these temporary differences and it is probable that
they will not reverse in the foreseeable future. The deferred tax on unremitted earnings at 25 February 2023 is estimated to be £6m (2022: £5m)
which relates to taxes payable on repatriation and dividend withholding taxes levied by overseas tax jurisdictions. UK tax legislation relating to
company distributions provides for exemption from tax for most repatriated profits. subject to certain exceptions.
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Notes to the Group financial statements continued

Note 6 Taxation continued

Changes in tax law or its interpretation

The Group operates in @ number of territories and so the Group's profits are subject to tax in many jurisdictions. The Group monitors income tax
developments in these territories which could affect the Group's tax liabllities. The Group notes recent developments in relation to the OECD
Inclusive Framework on Base Eroston and Profit Shifting but does not expect it to have a material impact on the Group's tax charge.

Note 7 Discontinued operations and assets classified as held for sale
Assets and liabilities of the disposal group and non-current assets classified as held for sale

2023 2022

£m £m

Assets of the disposal group® H n
Non-current assets classified as held for sale® 129 357
Total assets of the disposal group and non-current assets classified as held for sale 210 368
Liabilities of the disposal group® {14) n4)
Total net assets of the disposal group and non-current assets classified as held for sale 196 354

{a) The disposai group as at 25 February 2023, ncluding £114)m of net cebt (2022 £(14)m). relates to residual properties and leases with respect 1o the Group's opeation in Poland. Balances as at
26 February 7022 were also with respect to the Group's operation in Poland

(b} The assets classified as held for sale consist mainly of properties in the UK, Poland and Central Europe due to be sold within one year. Due to the individual nature of each property. fair values are
classified as Level 3 within the fair value hierarchy

Assets classified as held for sale
During the year the Group sold 17 malls and one retail park in Central Europe, leasing back 17 stores within those sites. Net proceeds from the sale
and leaseback transaction were £203m. As the sale and leaseback proceeds did not exceed the fair value of the stores sold. the proceeds are

presented in the ‘investing’ category in the Group cash flow statement. The profit on disposal was £37m. Refer to Note 4. Refer to Note 12 for
details on the leaseback of the stores.

Discontinued operations
Income statement of discontinued operations

2023 2022

‘Total Poland Other Total

£m £m £m £m

Revenug - 32 - 3z
Operating costs - 34 - (34)
Adjusted operating profit/{loss) - {2} - (2)
Adjusted profit/lloss) after tax - {2) - 2)
Loss on disposal of Poland - 23 - 23)
Homeplus {Koreal claims settlement® - - (33 {33
Other adjusting items®! 19} 3 4 7
Tax on adjusting items - - 1 il
Total adjusting items 9} (20} 118) (38)
Total profit/{loss) after tax of discontinued operations (9} (22) 18 40)

(@) L133Im in Lthe prior year relates to the claims settiement from Homeplus (Koreal purchasers.

(b} Other adjusting items of £(Sim I the current year includes £{9)m fair value remeasurement of non-current assets classified as held for sale. £{2)m loss on disposal of surpus properties, both
relating to Poland and £2m income relaling to the disposal of Kerea

(c) Cther adjusting items of £7min the prior year includes L4m reversal of accruals relating to legal costs and £3m fair value remeasurement of non-current assets classified as held for sale

Cash flow statement

2023 2072
£m £m
Net cash flows from operating activities - 6)
Net cash flows from investing activities - 43
Net cash flows from financing activities - (2)
Net cash flows from discontinued operations - 35
Note 8 Dividends
2023 2022
Pence/share £m Pence/share £m
Paid pricr financial year final dividend® 770 574 5.95 458
Paid interim dividend® 3.85 284 3.20 246
Amounts recognised through equity as distributions to owpers 11.55 858 9.15 704
Paid 2021 special dividend 50.93 1 50.93 27
Dividends paid in the financial year 859 3
Proposed final dividend at financial year end 1.05 516 7.70 588

{al Excludes £7m prior financial vear final dividend waived {2022 £2rm) and inctudes the write-back of unclamed dividend of £5m (2022 £nif)
b} Excludes £2m interim dividend waived (2022, £1m}

The proposed final dividend was approved by the Board of Directors on 12 April 2023 and is subject to the approval of shareholders at the AGM.
The proposed dividend has not been included as a liabiiity as at 25 February 2023. It witl be paid cn 23 June 2023 tc shareholders who are on the
Register of members at close of business on 12 May 2023.

A dividend reinvestment plan (DRIP} is available to shareholkiers who would prefer to invest their dividends in the shares of the Company. For
those shareholders electing to receive the DRIP, the last date for receipt of a new election is 2 June 2023.
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The Group has a share forfeiture programme fllowing the completion of a tracing and notification exercise to any sharehclders who have not
had contact with Tesce PLC over the past 12 years, in accordance with the provisions set out in the Company’s Articles of Association. £nil (2022:

£nil) of unclaimed dividends in relation to these shares have been adjusted for in retained earnings. Refer to Note 30 for further details.

Note 9 Earnings/(losses} per share and diluted earnings/(losses) per share

For the 52 weeks ended 25 February 2023 there were 67 million (2022: 88 million) potentially dilutive share options and awards. As the Group has
recognised a profit for the year from its continuing operations, dilutive effects have been considered in calculating diluted earnings per share.

52 weeks ended 25 February 2023

52 weoks ended 26 February 2022

Potentlally Potentially
dilutive share dilutive share
options and options and
Basic awards Dlluted Basic awards Diluted
Profit/(loss) (£m)
Continuing operations* 754 - 754 1.521 - 1.52
Discontinued operations (9) - {3 (40) - (40)
Total 745 - 745 1,481 - 1,481
Weighted average number of shares (miltions) 7,415 67 7,482 7,658 88 7,746
Earnings/{losses) per share (pence)
Continuing operations 1017 10.08) 10.08 19.86 0.22) 19.64
Discontinued operations 0.12) - (0.12) 0.52) - (0.52)
Total 10.05 {C.09} 9.96 19.34 (0.22) 19.12
*  Excludes profits/losses) from non-controfing interests of £(%m (2022° £2m).
APM: Adjusted diluted earnings/{losses) per share
52 weeks 52 weeks
Continuing operations HNotes 2023 2022
Profit/{loss) before tax (Em) 1.000 2.033
Less: Adjusting items (£m) 4 1.076 64
Adjusted profit before tax (Em) 2,076 2,197
Adjusted profit before tax attributable to the owners of the parent (Em)* 2.077 2185
Taxation on adjusted profit before tax attributable te the owners of the parent (Em) 6 {442) 502
Adjusted profit after tax attributable to the owners of the parent (Em) 1,635 1,693
Basic weighted average number of shares (millions} 7.415 7.658
Adjusted basic earnings per share (pence} 22.05 22.1
Diluted weighted average number of shares imillions) 7.482 7748
Adjusted diluted earnings per share [pence} 21.85 21.86
*  Excluges profit/osses) before 1ax attribulable 1o non-confrofing interests of { (1m (2022 ©2m).
Note 10 Goodwill and other intangible assets
Othear
Customer intangible
Goodwlit Software™ relationships assets™ Total
£m £m £m £m £m
Cost
At 26 February 2022 4,739 1,901 718 386 7.754
Foreign currency transiation 16 4 - 4 34
Additions - 274 - 3 277
Acquired through business combinations 30 - - 1 31
Reclassification - 20 - (20} -
Disposals - (175} - - (175
At 25 February 2023 4,785 2,034 718 384 7,929
Accumulated amortisation and impairment losses
At 26 February 2022 448 1,344 300 302 2,394
Foreign currency translation 10 15 - - 25
Amocrtisation charge for the year - 200 76 2z 278
Impairment losses® - 28 - - 28
Reversal of impairment losses® - (5) - {2} 7
Disposals - (172 - - (172)
At 25 February 2023 458 1,410 376 302 2,546
Net carrying value
At 25 February 2023 4,327 624 342 82 5,375
At 26 February 2022 4.291 557 418 94 5.360

ta)l Software includes £455m (2022 1 39m) net carmying value of internally generated development cos?s.

(b} Othar intangible assets include pharmacy icences with 3 net carmying value of £36m (2022, £33m) and various other indnadually immaterisl balsnces.,

teh Of the: £78m (2022: 1.76m) amortisation of customer refationships and other inlangible assets, £76m (2022 £76mi has been included within adjusting iterns, £76m (2022- 75 of this balance anses from
amortisation of inLangible assets recognised upon the Booker acquisition and £1m (2022; £1m) relates to the amortisstion of intangible assets recognised upon the acquisition of Best Food Logistics.

{d) Refer to Note 14,
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Notes to the Group financial statements continued

Note 10 Goodwill and other intangible assets continued

Other
Customer intangibic:
Goodwill Softwarc™ reistionships assets®™ Total
i £m £m £m tm
Cost
At 27 February 2021 4,719 1,837 718 395 7.669
Foreign currency translation - 1 - 1 Z
Additions - 227 - 2 229
Acquired through business combinations 20 18 - - 38
Disposals - 182 - 2) (184)
At 26 February 2022 4,739 1,901 718 396 7,754
Accumulated amortisation and impairment losses
At 27 February 2021 448 1,305 224 299 2,276
Foreign currency translation - 2 - - 2
Amortisation charge for the year - 209 76 2 287
impairment losses'™ - 17 - 1 18
Reversal of impairment losses® - ) - 0] (8
Reclassification - [vd} - 2 -
Disposals - (180} - v} [11:30}
At 26 February 2022 448 1,344 300 302 2.394
Refer to previous table for foolnotes.
Note 11 Property, plant and equipment
2023 2022
Land and Land and !
bulldings Other® Total buildings Other* Total
Em £m £m £m £m £m
Cost
Opening balance 1,977 5,649 27,626 21,653 5,743 27,396
Foreign currency translation 204 E5 2693 (76) {18) e
Additions®® 5 661 1.252 992 595 1.587
Acquired through business combinations 42 - 42 - 1 1
Reclassification 3 {4} n {72} - 72)
Transfers to assets classified as held for sale 85) {5} et (448) (17} 463}
Disposals (82) (522} (604} (74) (658) (732)
Closing balance 22,650 5,844 28,494 21,977 5,649 27,626
Accumulated depreciation and impairment losses
QOpening balance 6,814 3,752 10,566 6,554 3,897 10,451
Foreign currency translation 75 45 120 {25) 0} (35)
Depreciation charge for the year 434 448 882 426 467 893
Impairment losses? 686 141 8377 a7 89 506
Reversal of impairment losses® 16g} 19y naz 1324) (43) (367}
Reclassification 1 - 1 - - -
Transfers to assets classified as held for sale (32} 2} (34) (183) (6) {169)
Disposals (30} 513} 543} {71 642) {713}
Closing balance 7,780 3,852 11,632 6,814 3,752 10,566
Net carrying vatue™ 14,870 1,992 16,862 15,163 1,887 17,060
Construction in progress included above” 109 278 387 97 212 309

(a3l Other assets consist of fixtures and fittings with a net carrying value of £1.496m 12022: £1.387m). office equipment wilh a net carrying value of £201m (2022 £200m! and maotor vehicles with a net

carrying value of £295m (2022: £310m)] Depreciation charge for the year is £292m (2022 £3100m). £71m 2022, £(78)m) and FIRSIM {(2022: £{79m). respoctively

{0 Includes £248m of land and buildings related to obtaining control of The Tesco Dorney Limited Partnership, which was impaired by £0m on acquisition (2022: £584m of land and buikdings related
to obtaining control of The Tesco Sarum Limited Partnership. which was impaired by £{62im on acquisition). Refer 1o Note 33,

{c} Includes £29m (2022 £ 37mi relating to other property buyback transactions.

{dh) Refer to Note 14,

{22} Includes £2.814m (2022, £2.231m) of assets pledged as security for secured bonds (refer 10 Note 21 and £783m (2022. £914m) of property held as security in favour of the Tosco PLC Pension

Scheme {refer to Note 29).
Ml Construetion in progress does not include kand.

Note 12 Leases
Group as lessee

Lease liabilities represent rentals payable by the Group for certain retail, distribution and office properties and other assets such as motor
vehicles. The leases have varying terms, purchase options, escalaticon clauses and renewal rights. Purchase options and renewal rights. where
they occur, are at market value, Escalation clauses are in line with market practices and include inflation- linked. fixed rates. resets to market
rents and hybrids of these.

On 6 October 2022, the Group obtained control of The Tesco Dorney Limited Partnership {2022: The Tesco Sarum Limited Partnership on 17
December 2021). previcusly accounted for as a joint venture, through the acguisition of the other partner’s 50% interest. at which point the
associated property leases from the joint venture became intercompany leases. Refer to Note 33 for further details.
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Right of use assets

2023 2022
Land and Land and
buiidings Other Total buildings Other Total
fm £m Em £m fm fm
Net carrying value
Opening balance 5,634 88 5,720 5,866 85 5,951
Additions (including sale and leaseback transactiong)? 378 64 442 544 39 583
Acquired through business compinations 4 - 4 - - -
Depreciation charge for the year {301 (38 (539} {497} (40} (537)
Impairment losses™ (324 - [394) (195) - {195)
Reversal of impairment losses® 72 - 72 234 - 234
Derecogniticn on acquisition of property joint venture® 198) - (198} (243} - (243)
Other movements® 3392 1 393 75 2 73)
Closing balance 5,387 13 $.500 5.634 86 5,720
(a) Includes § 70m of land under an external laase related 16 oblaining control of The Tesco Domey Limiled Partnership. Refer to Note 33
(b} Refer ta Note M,
(¢) Refer to Note 33,
[d) Other movements include lease terminations. modifications and reassessment s, foreign exchange. reclassifications between assat classes and entenng into finance subleases.
Lease liabilities
The following tables show the discounted lease liabilities included in the Group balance sheet and a maturity analysis of the contractual
undiscounted lease payments:
2023 022
£m im
Current 595 547
Non-current 7.132 741
Total lease liabilitles 1,727 7,858
2023 2022
Maturity Jnalysis - contractual undisceunted lpase paymenls £m im
Within one year 944 234
Greater than one year but less than two years 901 an
Greater than two years but less than three years 878 B63
Greater than three years but less than four years 856 840
Greater than four years but less than five years 824 820
Greater than five years but less than ten years 3.383 3.407
Greater than ten years but less than fifteen years 2.035 2.223
After fifteen years 1.076 1.517
Total undiscounted fease payments 10,897 11,515
A reconciliation of the Group's opening to closing lease liabilities balance is presented in Note 32.
Amounts recognised in the Group income statement
52 weaks 52 woeks
2023 2022
Continuing operations £m m
Interest on lease liabilities 373 405
Variable payment expenses not included in tease liabilities 1 -
Expenses relating to shert-term jeases 24 26
Expenses relating to leases of low value assets (excluding amounts already included in short-term leases above) 1 1

Sale and leaseback

During the year the Group sold 17 malls and one retail park in Central Europe. leasing back 17 stores within those sites. Refer to Note 7 for details
on the net proceeds and profit from the transaction. The stores are being leased back over a 15 year lease term at below-market rentals with
options tc extend. and the store leases have resulted in lease liability additions of £36m. The sale and leaseback transaction allows the Group to
relinquish control over the malis while continuing to operate the stores within those sites.

Amounts recognised in the Group cash flow statement

52 weeks 52 weeks

2023 2022

£m fm

Total cash cutflow for leases* 966 982

*  Inchudes F6m {2022: £5mil related 10 Tesco Bank,

Future possible cash outflows not included in the lease liability
Some leases contain break Clauses or extension options to provide operational flexibility. Potential future undiscounted lease payments not
included in the reasonably certain iease term, and hence not included in lease liabilities. total £9.1bn (2022: £8.5bn).

Future increases or decreases in rentais linked to an index or rate are not included in the lease liability until the change in cash flows takes effect.
Appreximately 76% (2022: 75%) of the Group's lease liabilities are subject to inflation linked rentals. of which 86% (2022: 87%) have inflation caps.
with a weighted average cap of 3.4% (2022: 4.1%). A further 16% (2022: 16%) are subject to rent reviews. Rental changes linked to inflstion or rent
reviews typically occur on an annual or five-yearty basis. Of the inflation- linked leases with caps. 30% (2022: 29%) of the lease liability value was
hedged through index- linked swaps [refer to Note 27)

The Group Is committed to payments totalling £N0m (2022: £54m} in relation to leases that have been signed but have not yet commenced.
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Notes to the Group financial statements continued

Note 12 Leases continued

Group as lessor
The Group leases out owned properties and sublets leased properties under operating and finance leases. Such properties include mails, mall
units. stores. units within stores, distribution centres and residential properties.

Amounts recognised in the Group income statement

52 wesks 52 weeks

2023 2022

Conhinuing operations £m im
Finance lease - interest income®™ 4 5
Nperating laace - rental incoma an an

ia} Includes £4rm (2022: £4m) of sublease interesl incorme.
{b) Includes £23m (2022, £20m) of sublease rental income,

Finance lease payments receivable
The finance lease receivable (net investment in the lease} included in the Group balance sheet is £36m (2022: £81m). The movement in the year is
primarity driven by the derecagnition of finance lease receivables following the acquisition of The Tesco Dorney Limited Partnership. Refer to Note 33.

Operating lease payments receivable maturity analysis

2023 2022

£m £m

Within one year 61 68
Greater than one year but less than two years 77 87
Greater than two years but less than three years 56 67
Greater than three years but less than four years 40 49
Greater than four years but less than five years 27 33
Greater than five years but less than ten years 49 58
Greater than ten years but less than fifteen years 20 23
After fifteen years 42 49
Total undiscounted operating lease payments receivable 372 434

Note 13 Group entities
The Group consists of the ultimate Parent Company. Tesco PLC. and a number of subsidiaries. jeint ventures and associates held directly or
indirectly by Tesco PLC. See pages 199 to 203 for a complete list of Group entities.

Subsidiaries
The acceunting year ends of the subsidiaries consolidated in these financial statements are on or around 25 February 2023,

Unconsolidated structured entities

In prior years. the Group sponsored a number of structured entities. The Group led the formation of the entities and its name appears in the
name of the entities and/or on the debt issued by the entities. The structured entities were set up to finance property purchases by some of the
UK property joint ventures in which the Group typically holds a 50% equity interest. The structured entities obtain debt financing from third-party
investors and lend the funds to these joint ventures, who use the funds to purchase the properties.

The liabilities of the UK property joint ventures include the loans due to these structured entities. The Group's exposure to the structured entities
is limited to the extent of the Group's interests in the joint ventures. The liabilities of the structured entities are non-recourse to the Group.

The Group concluded that it dees not contrel, and therefore should not consclidate. these structured entities since it does not have power over
the relevant activities of the structured entities. or exposure to variable returns from these entities.

Consolidated structured entities

The Group has a number of securitisation structured entities established in connection with Tesco Bank's credit card securitisation transactions
as well as financing structured entities controiled as a result of the acquisition of UK property joint ventures. Although none of the eguity of these
entities is owned by the Group, the Group has rights to variable returns from its involvement with these entities and has the ability to affect those
returns through its power over them under contractual agreements. As such. these entities are effectively controlied by the Group. and are
therefore accounted for as subsidiaries of the Group.

The securitisation structured entities have financial year ends of 31 December. The management accounts of these entities are used to
consolidate the results to 25 February 2023 within these financial statements. The financial year ends of the financing structured entities align to
the Group financial year end.

Interests in joint ventures and associates
Principal joint ventures and associates

The Group's principal joint ventures and asscciates are:
Share of issued share

Nature of Business capital. loan capiial Country of Principal area
relationship Activily and gebl securities incorporation of gperation
Included in ‘UK property joint ventures™
The Tesco Coral Limited Partnership Joint venture Property investment 50% England United Kingdom
The Tesco Blue Limited Partnership Jomnt venture Property investment 50% Engiand United Kingdom
The Tesco Passaic Limited Partnership Joint venture Property investment 50% Engiand United Kingdom
The Tesco Navona Limited Partrership Joint venture Property investment 50% England United Kingdom
The Arena Unit Trust Joint venture Property investment 50% Jersey United Kingdom
Included in ‘Other joint ventures and associates’:
Tesco Mobile Limited Joint venture Telecommunications 50% England United Kingdom
Booker India Lirnited Joint venture Retail 49% India India
Trent Hypermarket Private Limited Jaint venture Retail 50% India India
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The accounting period end dates of the jaint ventures and associates consolidated in these financial statements range from 31 December 2022
to 25 February 2023. The accounting period end dates of joint ventures differ from those of the Group for commercial reasons and depend
upon the requirernenils of the joint venture partner as well as those of the Group. The accounting period end dates of the associates are
different from those of the Group as they depend upon the requirements of the parent companies of those entities.

There are no significant restrictions on the ability of joint ventures and associates to transfer funds to the parents. other than those imposed by
the Companies Act 2006 or equivalent local regulations.

The UK property joint ventures invelve the Group partnering with third parties in carrying out some property investments in order to enhance
returns from property and access funding. while reducing risks associated with sole ownership. These property investments generally cover
shopping centres and standalone stores. The Group enters into leases for some or all of the properties held in the joint ventures. These leases
provide the Group with some rights over alterations and adjacent land developments. In some cases the Group has the ability to substitute
properties in the joint ventures with alternative properties of similar value. subject to strict eligibility criteria. in cther cases. the Group carries cut
property management activities for third-party rentals of shopping centre units.

The property investment activities are carried out in separate entities, usually partnerships or limited liability companies. The Group has assessed
its ability to direct the relevant activities of these entities and any impact cn Group returns and concluded that the entities qualify as joint
ventures since decisions regarding them require the unanimous consent of both equity holders. This assessment included not only rights within
the joint venture agreements, but also any rights within other contractual arrangements between the Group and the entities.

The Group made a number of judgements in arriving at this determination. the key ones being:

since the provisions of the joint verture agreements require the reflevant decisions impacting investor returns to be either unanimously agreed
by both joint venturers at the same time. or in some cases to be agreed sequentially by each venturer at different stages. there is joint decision
making within the joint venture;

— since the Group’'s leases are priced at fair value, and any rights embedded in the leases are consistent with market practice, they do not
provide the Group with additicnal control over the joint ventures nor do they infer an obligation by the Group to fund the settlement of
liabilities of the joint ventures:

- any options to purchase the other joint venturers' eguity stakes are priced at market value, and cnly exercisable at future dates, hence they
do not provide control to the Group at the current time:
where the Group has a right Lo substitute properties in the joint ventures, the rights are strictly imited and are at fair value, hence do not
provide control to the Group: and

— where the Group carries out property management activities for third-party rentals in shopping centres, these additional activities are
controlled through joint venture agreements or lease agreements, and do not provide the Group with additional powers over the joint venture.

During the current financial year. the Group cbtained control of The Tesce Dorney Limited Partnership, which was previously accounted for as a
joint venture, through the acguisition of the cther partner's 50% interest. Refer to Note 33 for further details.

Summarised financial information for joint ventures and associates

The summarised financial information below reflects the amounts presented in the financial statements of the relevant joint ventures and
associates. and not the Group’s share of those amounts. These amounts have been adjusted to conferm to the Group's accounting policies
where required. The summarised financial information for UK property joint ventures has been aggregated in order to provide useful information
to users without excessive detail. since these entities have similar characteristics and risk profiles largely based on their nature of activities and
geographic market.

UK property joint ventures

2022
Em fm
Summarised balance sheet
Non-current assets® 2.032 2.480
Current assets (excluding cash and cash eguivalents) 8 £l
Cash and cash equivalents 21 37
Current {iabilities’™ (287 (316}
Non-current liabilities™ {2.277) (2.907)
Net liabilities (503} (675}
Summarised income statement
Revenue 203 232

Profit/{loss) after tax*® - -

{al The non-current asset balances of UK property joint wentures are reflected at historical depreciated cost to conform to the Group's accounting poticies The aggregate fair values in the financial
statements of the UK property joint ventures are £2.988m (2022 £3.666m),

tb) The current and non—current liabilities of UK property joint ventures largely comprise loan balances of £(2,248)m (2022, £12.733)m] and derfvative swap balances of £{287Im (2022 11435)m) entered
into 10 hedge tho cash flow varlability cxposures of the jaint ventures

i) Profit/lloss) after tax includes £65m (2022 £20m) of interest cost.
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Notes to the Group financial statements continued

Note 13 Group entities continued

UK property joint ventures

2023 2022
£m £m

Reconcliiation to carrying amounts:
Opening balance - -
Share of profits/llosses)* 12 20
Dividends received from joint ventures and astociates (12} {20)
Closing balance - -
Group's share in ownership 50% 50%
Group's share of net ligbilities (252) (338)
Deferred property profits offset against carrying amounts B0} B
Cumulative unrecognised losses* 68 179
Cumulative unrecognised hedge reserves* 144 219

Carrying amount - -

*  The share of profil for the year for UK property joint ventures related 1o £12m (2022: £20m) dividends received from joint ventures with £nil carrying amaounts (2022 £nil). £12m of profit (2022:
£1m] and £75m of increase (2022, £49m of decrease! in the fair values of derivatives arising from these entities nave been included in cumulalive unrecognised losses and cumulative
unrecognised hedge reserves, respect vely

As at 25 February 2023, the Group had £106m (2022; £105m) loans to UK property joint ventures.

Other joint ventures and associates

The Group also has interests in a number of individually immaterial joint ventures and associates excluding UK property joint ventures.

Jaint ventures

2023 2022

£m fm

Aggregate carrying amount of individually immaterial joint ventures 93 86
Group's share of profits/{losses) for the year 4 (5)

The aggregate carrying amount and Group’s share of profit/llosses) for the year of associates are immaterial.

Note 14 Impairment of non-current assets
Impairment losses and reversals
No impairment of goodwill was recogrised in the current year (2022: £nil).

The table below summarises the Group’s pre-tax impairment losses and reversals on other non-current assets. aggregated by segment due to
the large number of individually immaterial store cash generating units. This includes any losses recognised immediately prior to classifying an
asset or disposal group as held for sale but excludes all impairments post classification as held for sale. There were no impairment losses or
reversals in the year {2022: £nif] with respect to investments in joint ventures and associates and no impairments in other non-current assets in
Tesco Bank (2022: Enil). Allimpairment losses and reversals are classified as adjusting items.

UK & ROI Central Europs Total Net
Impairment Impairment  Impalrment Impairment  Impairment  Impairment Impalrment

loss reversal loss reversal loss reversal  flossi/reversal
52 weeks ended 25 February 2023 £m £m £m £m £m £m £m
Group balance sheet
Other intangible assets {(28) & - 1 (28) 7 (21
Praperty. ptant and equipment 779 181 (48) <] 827) 187 (640)
Right of use assets (373) 65 21 7 (394} 72 {322)
Investment property m 2 - - m 2 1
Total Impairment {loss)/reversal of other non-current assets {1,181) 254 {69) 14 {1,250) 268 (982)
Group income statement
Cost of sales {1,155) 245 (69) 14 (1.224) 259 (965)
Administrative expenses (26) 9 - (26) 9 nn
Total impairment {loss)/reversal from continuing operations {1,184) 254 {69) 14 {1,250) 268 [962),

UK & ROI Central Europe: Total Net

Impairment  Impairment  impairment  Impairment Impairment  Imparrment impairment

loss revarsal loss reversal loss reversql tloss)/rew:r;al
52 weeks ended 26 February 2022 fm im £m im fm im tm
Group balance sheet
Other intangible assets 17 8 4} - 18) E ile)]
Property. plant and equipment (496) 319 (10} 48 (506) 367 (139
Right of use assets (183) 228 12 B (195) 234 39
Investment property (3] 1 - - 6) 1 {(5)
Total impairment {loss)/reversal of other non-current assets (702) 556 (23) 54 (725) 610 {115)
Group Income statement
Cost of sales 682) 536 n9) 25 (701) 561 (140)
Administrative expenses (20) 20 4) 29 24) 49 25
Total Impalrment (loss)/reversal from continuing operations (702) 556 (23) 54 (7235) 610 {115)

The net impairment loss in UK & ROl includes an impairment loss of £7m in the UK in respect of the Group obtaining control of The Tesco Dorney
Limited Partnership {2022: £62m impairment loss in UK & ROI in respect of the Group obtaining control of The Tesco Sarum Limited Partnership).
Refer to Note 33 for further detalls.
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The majority of the net impairment charge relates to increased discount rates due to increases in government bond rates as aresuit of the prevailing
macroeconomic uncertainty. See the Key assumptions and sensitivity section of this note for applicable discount rates. Property fair values in the
UK have also decreased due to the weakening of the property investment market in the last six months. which has led to increased yields.

The remaining other non-current assets impairment losses and reversals for the Group largely reflect normal fluctuations expected from
store level performance. as well as any specific store closures

Net carrying value of non-current assets

The net carrying values of other non-current assets and the recoverable amounts of impaired other non-current assets for which an impairment
loss has been recognised or reversed have been aggregated by segment due to the large number of individually immaterial store cash-generating
units. The amounts below exclude assets or disposal groups classified as held for sale.

UK&RCI  Central Europs Tesco Bank Tatal
AL 25 February 2023 £m £m £m £Em
Net carrying value
Other intangible assets 888 37 123 1.048
Property. plant and equipment 15.331 1.459 72 16.862
Right of use assets 5.057 433 10 5.500
Investment property 15 9 - 24
Other non-current assets 21,291 1,938 205 23,434
Goodwill® 3.827 - 500 4.327
Investments in joint ventures and associates® 93 - - 93
Net carrying value of non-current assets 2521 1,938 705 27,854
Recoverable amount of impaired other non-current assets for which an impairment
loss has been recognised or reversed, supported by:
Value in use 3.657 140 - 3.797
Fair value less costs of disposal® 1.984 169 - 2.153

5,641 309 - 5,950

(&) Goodwiliof £4.327m {2022 £.4.291m) consists of UK £3.293m (2022: £.3 786m). RO| £34m 2022 £3m) and Tesco Bark £500m (2022, £500m).
{h) The carrying value of the Group's InvesLmenis includes Trent Hypermarket Private Limited £54m (2022 £55m).
(e} Due tg the iIndividual nature of gach property. fair values are classified as Level 3 within the fair value hierarchy.

UK & ROI Central Europe Tesco Bank Total
At 26 February 2022 fm fm £m £m
Net carrying value
Cther intangible assets 809 31 129 1.085
Property. plant and equipment 15,538 1.454 68 17.060
Right of use assets 5.355 354 n 5.720
Investment property 14 8 - 22
Other non-current assets 21,816 1,847 208 23,871
Goodwil 379 - 8500 4,291
Investments in joint ventures and associates® 85 1 - 86
Net carrying value of non-current assets 25,692 1,848 708 28,248
Recoverable amount of impaired cther non-current assets for which an impairment
loss has been recognised or reversed, supported by:
Value in use 2534 78 - 2,612
Fair value less costs of disposal® 1.456 51 - 1.507

3,990 129 - 4,119

Refer 1o prewious table for footnoles.,

Impairment methodology

Cash-generating units

The Group treats sach store as a separate cash-generating unit for impairment testing of cther intangible assets, property, plant and equipment.
right of use assets and investment property. The Group allocates goodwill to groups of cash generating units. where each country represents a
group of cash-generating units for the Group's retail operations. as this represents the lowest level at which goodwill is monitored by
management. Tesco Bank and dunnhumby each represent separate cash -generating units.

The recoverable amount of each store cash-generating unit is the higher of its value in use and its fair value less costs of disposal. The
recoverable amount of 2 group of cash-generating units to which gooawill has been allocated is determined based on value in use calculations.

Central assets such as distribution centres and asscciated costs are allocated to store cash-generating units based on level of use. estimated
with reference to sales. Urban fulfilment centres and associated costs that are part of a store are included in the store cash-generating unit.
Standalone customer fulfilment centres and associated costs are each treated as a separate cash-generating unit.

Value in use

Retail

Estimates for value in use calculations include discount rates. long term growth rates, expected changes to future cash flows. inciuding volumes
and prices. and the probabilities assigned to cash flow scenarios. Estimates are based on past experience and expectations of future changes in

the market, including the prevailing economic climate and global economy. competitor activity, market dynamics, changing customer behaviours.
structural chalienges facing retail and the resilience afforded by the Group's operational scale.

Cash fiow projections are based on the Group's three-year internal forecasts, the results of which are reviewed by the Board. The forecasts
include best estimate assumptions on inflation, which differ by both country and revenue and cost categories. The forecasts are extrapolated ta
five years based on management’s expectations, and beyond five years based on estimated long-term average growth rates. Long-term growth
rates for the Retail business are based on inflation forecasts by recognised bodies. Cash flow forecasts are allocated to store-level cash-
generating units based on their relative current year actual sales performance, after adjusting for one off cash flows affecting particular stores.
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Notes to the Group financial statements continued

Note 14 Impairment of non-current assets continued

The Group applies an expected cash flow approach by probability weighting different cash flow scenarios. The greatest probability weighting
is applied to the cash flows derived from the three year internal forecasts. Additional scenarios take account of the risks presented by a
macroeconomic downturn, higher levels of opersting costs and climate change. consistent with the viability statement scenarios (see the
Longer term viability statement in the Strategic report) as well as an upside scenario. The viability statement scenarios reflect ‘severe but
plausible’ risks which are adjusted for impairment testing in order to reflect management's best estimate of future economic conditions,
including any reascnably possible upside to the three-year internal forecasts.

In addition to the climate change scenario included within the probability weighted cash flows, the Group incorporates other climate change
related assumptions into the impairment medelling. including. but not limited to, investments in technology te aid the Group's net zerg
commitments, the costs associated with replacing assets with more environmentally-friendly alternatives. and assumptions over the cash flow
profile of the Group's fuel business.

Management estimates discount rates using pre tax rates that reflect the market assessmenit as at the balance sheet date of the time value of
maney and the risks specific to the cash-generating units. The pre-tax discount rates are derived from the Group's post-tax weighted average
cost of capital. as adjusted for the specific risks relating to each geographical region and on a nominal basis. Risk-free rates are based on
government bond rates in each geographical region and equity risk premia and ecuity beta are based on forecasts by recognised bodies.

The Group uses the capital asset pricing model to calcuiate the cost of equity.

Tesco Bank goodwill

Tesco Bank value in use is calculated by discounting equity cash flows. defined as the excess above the regulatory requirement. Cash flow
projections are hased on the Bank's three-year internal forecasts, approved by the Board. The forecasts are extrapolated to five years based
on management's expectations and beyond five years based on estimated long-term average growth rates. The long-term growth rate is based
on inflation and GDP growth forecasts by recognised bodies. The discount rate is the cost of equity of Tesco Bank. Risk-free rates, equity risk
premia and the equity beta are derived from recognised bodies.

Fair value less costs of disposal

Fair values of owned properties are determined with regard to the market rent for the stores or for alternative uses with investment yields
appropriate to reflect the physical characteristics of the property. location. infrastructure. redevelopment potential and other factors. in some
cases, fair values include residual valuations where stores may be viable for redevelopment. Fair values of leased properties are determined
with regard to the discounted market rent for the property over the remaining period of the lease. reflecting the conditicn and iocation of the
property and the local rental market. adjusted for a suitable void periog. Fair values of the Group's properties were determined with the
assistance of independent professional valuers where appropriate. Costs of disposal are estimated based on past experience in each
geographical region.

Investrments ir joint ventures and associates
The recoverable values of investments in joint ventures and associates are estimated taking intg account forecast cash flows, equity valuations of
comparable entities and/or recent transacticns for comparable businesses.

Key assumptions and sensitivity

Key assumptions

For value in use calculations, the key assumptions to which the recoverable amounts are most sensitive are discount rates, long-term growth
rates and future cash fiows {incorporating sales volumes. prices and costs). For fair value iess costs of disposal calculations, the key assumption is
property fair values.

The discount rates and long-term growth rates for each group of cash generating units to which goodwill has been allocated are:

UK ROI Tesco Bank
2023 2022 2023 2022 2023 2022
% % % % % %
Pre-tax discount rates 86-88 6.4-78 7.4 5.4 16.0 13.7
Post-tex discount rates 65-686 48-58 6.5 4.7 12.0 10.8
Long-term growth rates 2.0 1.2 2.0 1.2 1.7 16

The discount rates and long-term growth rates for the Group's portfolio of store cash generating units. aggregated by segment due 1o the large
number of individually immaterial store cash-generating units, are:

UK & ROI Central Europe
2023 2022 2023 2022
% % % %
Pre-tax discount rates 7.4-86 5.4-78 8.0-168 57-13
Post-tax discount rates 6.5 47-58 6.3-1.1 45-88
Long-term growth rates 2.0 1.9 20-3.2 2.0-3.0

Sensitivity

The Group has carried out sensitivity analyses on the reasonably possible changes in key assumptions in the impairment tests for (a) each group
of cash generating units to which goodwill has been allocated and (b} for its portfolio of store cash generating units. Management has extended
the reasonably possible movements in the future cash flows and property fair values sensitivities disclosed given the level of volatility seen in
these inputs since the previous year end, driven by the wider macroeconomic environment.

{a} Except for Tesco Bank goodwill. neither a reasonably possible increase of 1.0%pt in discount rates. a 10.0% decrease in future cash flows nor
a 1.0%pt decrease in long term growth rates would indicate impairment in any group of cash generating units to which goodwill has been
allocated
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For Tesco Bank, the following table shows the assumptions adopted and the amount by which these assumption values would have to
change to make the recoverable amount equal to the carrying vaiue. the headroom sensitivity. and the impact of reasonably possible
changes to these assumptions:

Reascnably possible Impact on Impairment
Key assumnption Assumption value Headroom sensitivity change £m
Post-tax discount rates* 12.0% Increase of 0.3%pt Increase of 1.0%pt m4)
Annual equity cash flows Variable Decrease of 4.3% Decrease of 10.0% 7
Leng-term growth rates 1.7%  Decrease of 0.4%pt Decrease of 1.0%pt 72)

(b

while there is not a significant risk of an adjustment to the carrying amount of any one store cash generating unit that would be material
to the Group as a whole in the next financial year. the table below summarises the reasonably possible changes in key assumptions which
mast impact the impairment of the Group's entire portfolic of stere cash generating units, presented in aggregate due to the large
number of individually immaterial store cash generating units. The impairment is not highty sensitive to the probability weightings
assigned to the cash flow scenarios.

Key assumption Reasonably passible change Impact on impairment 155;‘
Post-tax discount rates* Increase of 1.0%pt for each geographic region Increase 479)
Decrease of 1.0%pt for each geographic region Decrease 434
Future cash flows Increase of 10.0% for each geographic region Decrease 278
Decrease 0f 10.0% for each geographic region Increase (321)
Long-term growth rates Increase of 1.0%pt for each gecgraphic region Decrease 273
Decrease of 1.0%pt for each geographic regicn Increase {267)
Property fair values Increase of 10.0% for each geographic regicn Decrease 205
Decrease of 10.0% for each geographic region Increase (217}
*  Sensitivilies are applied Lo post-lax discount rates used to derive the pre-tax discount rates.
Note 15 Other investments
2023 2022
Fair value Fair value
Fair value through other Fair value  through other
At amortised through comprehensive At amortised through comprehensive
cost profit/loss income Total coste profit/loss incormne Toral
£m £m £m £m £m im £ £
Investments in debt instruments - Retail® 210 - - 210 - - - -
Investments in debt instruments - Bank 883 - 565 1.448 857 - 585 1,442
Investments in equity instruments - Retall - - 14 14 - - 12 12
Property fund and other investments - Bank® - 20 - 20 - 25 - 25
Other investments 1,093 20 579 1,692 857 25 597 1,479
Cf which:
Current 303 1 49 353 75 - 15 226
Non-current 790 19 530 1.339 782 725 446 1.253
1,093 20 579 1,692 857 25 597 1,478
{al The allowances for expected credil losses in the year areimmateral (2022, immaterial). Refor to Note 27.
{b} Includes ¥.210m (2022, £nil) of secured bond assets of which £199m relates to the purchase of debt held in UK preperty joint venfures.
(c) Includes £19m (2022 §23m) of propoerty fund investments which were recognised fokowing the acquisition of Tesco Underwriting Limited.
Note 16 Inventories
2023 2022
£m im
Goods held for resale 2.507 2.336
Development properties 3 3
2,510 2,338
Goods held for resale are net of commercial income. Refer to Note 20.
Cost of inventories from continuing operations recognised as an expense for the 52 weeks ended 25 February 2023 was £48,822m {52 weeks
ended 26 February 2022: £45136m). Inventory losses and provisions from continuing operations recognised as an expense for the 52 weeks
ended 25 February 2023 were £1.220m (52 weeks ended 26 February 2022: £1,002m).
Note 17 Trade and other receivables
2029 2022
£m £m
Trade receivables 531 457
Prepayments 133 135
Accrued income® 223 Al
Other receivables 374 478
Amounts owed by joint ventures and asscciates (Note 3@ 133 141
Total trade and other recelvables 1,394 1,422
Of which:
Current 1.315 1.263
Non-current 79 159
1,394 1,422

{a) Accrued income includes contract assats of £ 32m (2022 £51m) primarily relating to commission income on insurdnce policies managed and underwritten by a third party The axpected credit ioss
was immaterial as at 20 February 2023 (2022 immateriali,
() Expetted credit losses on amounts owed by joint venturas and associates are not material
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Note 17 Trade and other recejvables continued

Trade receivables include commercial income. Refer to Note 20. Trade receivables are generally non interest bearing. Credit terms vary by
country and the nature of the debt. ranging from seven 1o 60 days.

The tables below present the ageing of receivables and related allowances for expected credit losses:

Up to six Six te Greater than
Not months 12 months 12 months
past due past due past due past due Total
At 25 February 2023 £m £m £m £m £m
Trade receivables 505 53 7 9 574
Othor receivables 220 19 0 10 292
Trade and other receivables 844 72 23 28 967
Allowance for expected credit losses:
At the beginning of the yaar {22} (4) (5) (25) (56)
increase in allowance. including recoveries. Charged to the Group income 2) (2) M U} 6
statement
At the end of the year (24) (6) (6} (26) {62)
Up to six Six to Greater than
Mot months 12 months 12 months
past due past due past due past due Tolal
At 26 February 2022 fm £m tm £m £m
Trade receivables 430 52 4 6 492
Other receivables 442 34 4 19 499
Trade and other receivables 872 86 8 25 991
Allowance for expected credit losses:
At the beginning of the year (22) {1 (&) i30) &9)
Decrease in allowsnce. including recoveries. released to the Group income - 7 1 1 o
statement
Amounts written off - - - 4 4
At the end of the year (22) (4) (5) 25) (56)
Note 18 Cash and cash equivalents and short-term investments
Cash and cash equivalents
2023 2022
£m £m
Cash at bank and on hand 2.426 2.322
Short-term deposits 39 23
Cash and cash equivalents in the Group balance sheet 2,465 2,345
Banrk overdrafts (900) (574)
Cash and cash equivalents in the Group cash flow statement 1,565 1.771
Short-term investments
2023 2022
£m im
Maney market funds, deposits and similar instruments 1.628 2.076
Cash and cash equivalents includes £87m (2022: £84m) of restricted amounts mainly relating te the Group’s pension schemes and employee
benefit trusts.
Note 19 Trade and other payables
2023 2022
£m £m
Trade payables £.369 5.641
Other taxation and social security 399 a1
Other payables 1886 1.905
Amounts payable to joint ventures and associates (Note 37) 7 9
Accruats 877 827
Contract liabilities 443 A
Total trade and other payables 9,971 9,234
Of which:
Current 9.818 3181
Non-current 153 53
9,971 9,234

Trade and other payables are net of commercial income. Refer to Note 20.

Contract liabilities represent consideration received for performance obligations not yet satisfied. predeminantly in relstion to Clubcard points.
The majority of the revenue deferred at the current financial year end will be recognised in the following financial year.

Trade payables include £687m (2022: £935m) that suppliers have chesen to early fund under supplier financing arrangements. Refer to Note 1.
Amounts in trade payables that are overdue for payment to the provider are immaterial,
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Note 20 Commercial income

Below are the commercial income balances included within inventories and trade and other recelvables, or netted against trade and other
payables. Amounts received in advance of income being earned are included in accruals.

2023 2022
£m £m
Current assets
Inventories (18} (15)
Trade and other receivables
Trage/other receivables 67 658
Accrued income 127 124
Current liabilities
Trade and other payables
Trade payabies nz2 12
Accruals (5) -

Note 21 Borrowings

Borrowings are classified as current and non-current based on their scheduled repayment date. and not their maturity date. Repayments of
principal amounts are classified as current if the repayment is scheduled to be made within one year of the balance sheet date.

2023 2022
Par valuc Maturily £m Lm
Bank loans and overdrafts® - - 928 605
Tesco Bank Senior MREL Notes™ £145m Jul 2025 137 244
Secured bonds®
5.5457% Secured Bond £235m Feb 2029 225 251
6.067% Secured Bond £200m Feb 2029 195 194
SONIA + 1.3193% Secured Bond £50m Feb 2029 49 48
6.0517% Secured Bond £266m Oct 2039 337 568
5.6611% Secured Bond £289m Oct 2041 378 579
5.4111% Secured Bond E187m Jul 2044 158 -
LPl and RPi-linked bonds®
3.322% LPI MTN £392m Nov 2025 396 377
1.982% RPI MTN £346m Mar 2036 349 312
Sustainability-linked bonds®
1.875% MTN £400m Nov 2028 398 398
0.375% MTN €750m Jul 2029 523 576
Fixed bonds
5% MTN £71m Mar 2023 75 77
1.375% MTN €750m Oct 2023 651 634
2.5% MTN €473m Jul 2024 424 403
25% MTN £400m May 2025 378 397
0.875% MTN €750m May 2026 663 830
6% MIN £38m Dec 2029 43 44
2.75% MTN £450m Apr 2030 359 414
5.5% MTN £67m Jan 2033 78 79
6.15% USD Bond $355m Nov 2037 366 338
4.875% MTN £tdm Mar 2042 14 14
5.125% MTN €235m Apr 2047 213 203
5.2% MTN £i4m Mar 2057 14 14
7,351 7,399
Of which:
Current 1.770 725
Non-current 5.581 6,674
7,351 7,399

(a) Bank loans and overdrafts inciudes £900m (2022 £574m] of bank overdrafts. £895m (2022 £567mi is held under a notional peoling arrangement which does not meet the criteria to be presented
net of cash on the balance sheet. Rofor to Note 18,

(b) These notes are 3.5,% Tesco Bank MREL compliant senior debl and were issued on 25 July 20 The scheduled redemption date is July 2024. During the year there was a partial redemption by
Tesco Bank of its issucd MREL debt.

{c) The bonds are secured by a charge over the property. plant and equipment helg within The Tesco Property Limited Partnership, The Tesco Atrato Limited Partnership. The Tesco Sarumn Limited
Partnership and The Tesco Dorney Limited Partnership respectively. all of which are 100% owned subsidiaries of Tesco PLC. The carrying amount of assels pledued as security for secured bonds
15 F802m. £1.065m, £708m and £239m {2022, £818m. £892m. £521m and Fnill, respectively £51m {2022 f 50mi s the total principat repayment due within the next 12 months and the remainder is
payabic in quarterly instaliments until the maturity date:

id} These bonds are redeemable at par. indexed for increascs in the RP| over the fife of the: MTN. However. for the LP-linked bond. the maximum indexation of the principal in any one year is L%. with
aminimum of 0%, Far the RPi-linked bond. refer ta Nole 27,

{&) These are sustainzbility-linked bonds referencing the Group's KPI for Group Greenhouse Gas (GHG) Emissions reduction (Scope Tand 2. in tCO@) The Sustainability Performance Targot they are
linked tols (o reduce the Group GHG Emissions by 60%: by 2025 with resprct 1o a 2015/ baseline.
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Note 22 Provisions

Legal and Operational
Property Restructuring regulatory insurance Other

provisions provisions provisions provisions provisions Total

im fm fm £m fm im

At 26 February 2022 213 44 44 135 30 466
Foreign currency translation 1 1 - 1 1 4
Reciassifications - - 10 - (10} -
Amount refeased in the year 21 8) (3) (23} (5 60}
Amount provided in the year 37 147 7 91 8 290
Amount utilised in the year on 78 (4) (46) (4) 1143)
Unwinding of discount 3 - _ - - 3
At 25 February 2023 222 106 54 158 20 560

The balances are analysed as follows:

2023 2022

£m im

Current 366 283
Non-current 194 183
560 466

Provisions are discounted based on the relevant risk-free rate and are risk-adjusted through adjusting the cash flow estimates. Refer to Note 14
for detaiis of how risk-free rates are derived. Where material, provisions are discounted based on country-specific nominal risk-free rates, with a
weighted average risk-free rate of 3.8% (2022: 1.6%).

Property provisions
Property provisions comprise onerous contracts related to unprofitable stores and vacant properties, decommissioning provisions and
remediation works and dilapidations provisions.

Dilapidations are recognised where there is a present obligstion te repair and restore leased properties to their preoccupancy state at the end
of the lease term. The provision is based on best estimates for individual properties. with reference 1o previous experience and size of leased
property, or specific agreements with the landlord where relevant. The term is measured in accordance with the outstanding length of leases or
the expected timing of specific obligations.

Onerous contract provisions are recognised where the unavoidable costs of meeting the obligations under the contract exceed the economic
benefits expected to be received under it. The timing of provisions is determined by reference to the contract giving rise to the obligations.

Decommissioning provisions reflect the Group's long- term obligation for site-level environmental remediation works. arising from government
reguiations and changing consumer habits. The extent and cost of future environmental remediation represents a best estimate applied across
the property portfolio based on past experience, the extent of remediation work required and the expected timing of activity, for which thereis a
high level of uncertainty.

Amounts provided in the year primarily relate to decommissioning and amounts released in the year primarily relate to reieases of dilapidation
and similar remediation provisions.

The expected undiscounted ageing of property provisions as at 25 February 2023:

Current 1to 5 years 6 to10 years 11to 15 years Over 15 years Total
£m £m £m Em £m Em
Property provisions 38 46 23 17 247 3N

Restructuring provisions
Restructuring provisions of £108m. primarily relating to expected employse costs, are expected to be fully utilised in the following financial year to
24 February 2024. The provision is calculated in line with the expected settlement costs of impacted employees and excludes future operating costs.

Legal and regulatory provisions

Legal and regulatory provisions contain balances in relation to either ongoing or expected legal proceedings against the Group, or for costs
associated with regulatory matters and/or breaches. Due to the nature of legal and regulatory matters. including unpredictable timings of legal
cases or regulatory investigations. there is often uncertainty as to if or when provisions will be fully utilised.

This balance consists of various individually immaterial provisions.

Operational insurance provisions

Insurance provisions relate to outstanding liabilities from public and employer’s liability and third-party motor claims across the Group's trading
operations. separate to the Tesco Underwriting insurance balances in Note 24. Provisions relate to claims arising from incidents reported prior
to the reporting date, including an allowance for those currently incurred but not reported. Amounts are measured considering claims history.
including claims volume and average cost of claims. with assessment and projection by third - party actuaries Releases inthe year primarily relate
to improved estimates of future cutflows from revised actuarial valuations. The balance as at the financial year end is expected to be materially
utilised within three years from the reporting date.

Other provisions

Other provisions amounts primarily relate to a Tesco Bank expected credit loss provision recognised under IFRS @ which exceeds the gross
carrying amount of the related financial asset. primarily loans to customers. Further information on expected credit losses can be found within
Note 27. The remaining balance relates to individually immaterial provisions that do not fall into any of the other categories.
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Note 23 Loans and advances to customers
Tesco Bank has loans and advances to customers, split by maturity, as follows:

2023 2022
£m £m
Repayable on demand or at short notice - Z
Within three months 4151 3,561
Greater than three months but less than one year 178 161
Greater than one year but less than five years 2.667 2.78
After five years 546 537
7,542 6,979
Expected credit loss allowance for loans and advances to customers 461 489
Loans and advances to customers 7,081 6,490
Of which:
Current 4,052 3,349
Non-current 3.029 3.4
7,081 6,490

At 25 February 2023, £2 9bn (2022: £3.0bn) of the credit card portfolic had its bereficial interest assigned to a securitisation special purpose
entity, Delamare Cards Receivables Trustee Limited, for use as collateral in securttisation transactions. The total encumbered portion of this
portfoliais £1.1bn (2022: £1.2bn).

At 25 February 2023, Delamare Cards MTN Issuer PLC had £1.8bn (2022: £1.8bn) notes in issue in relation to securitisation transactions.
At 25 February 2023, £1.6bn (2022: £1.4bn) of the class A retained credit card-backed notes are held within their single collateral pool.

Fair value hedge adjustments

Fair value hedge adjustments amounting to a liability of £75m {2022: liability of £30m) are in respect of fixed rate personal loans. These
adjustments are targely offset by derivatives. which are used to manage interest rate risk and are designated as fair value hedges of loans and
advances to customers.

Refer to Note 27 for allowance for expected credit losses disclosures.
Note 24 Insurance
Batances in this note relate to the Group's subsidiary, Tesco Underwriting Lirmited (TU). part of the Tesco Bank operating segment.

Insurance profit/{loss)

52 weeks 52 weeks
2023 2022
£m fm
Gross insurance premium income 309 239
Insurance premium income ceded to reinsurers {139) (105)
Current year claims paid (140) (104)
Change in prior year claims provision 100 52
Additional liabilities arising during the year {135) (98)
Insurance claims incurred (175) (150}
Reinsurers” share of claims incurred* o 62
Net insurance claims {85) (88)
Net insurance profit/{lossl BS 46
*Includes £20m (2022: £3m) related to reinsurance quota share commission and profit commission.
Insurance contract provisions and reinsurance assets
The following tables show the breakdown of the Group’s insurance contract provisions and reinsurance assets:
2023 2022
Gross Reinsurance HNet Gross Reinsurance Nel
£m £m £m Lm im fm
Unearned premiums 174 (73} 101 156 64) 97
Claims 431 (144) 287 494 {181 313
Total insurance contract provisions 605 (217} 388 650 245) 405
Of which:
Current 570 72) 498 623 61 562
Nen-current 35 145) 10) 27 {184) (157)
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Note 24 Insurance continued

Gross insurance provisions. unlike reinsurance assets, are classified as current or non-current based on contractual rights to defer settlement
for at least 12 months after the reporting periogd. rather than expected timing of settlement. See Note 27 for the expected cash outflows in
relation to these balances.

2023 2022
Gross Reinsurance Net Gross Reinsursnce Net
Analysis of movernent in insurance contrac! provisions £m £m £m fm m im
Opening balance 650 1245) ADS - - -
Acguired through business combinations - - - 650 (247} 403
Claims {paic)/recovered through insurers (259) 108 (151 (171 66 {105}
Mavement in claims outstanding 196 {7 125 156 {159) 97
Changes in provisions for unearned premiums 18 (9) 9 15 5} 10
Closing balance 605 (217) 388 650 {245} 405
2023 2022
Analysis of movernent in provision for gross unearned pramiums £y fm
Opening balance 156 -
Acquired through business combinations - M
Premiums written during the year 327 254
lLess: premiums earned during the year 1309) (239
Closing balance 174 156
2023 2022
Salvage and Salvage and
subrogation subrogation
Gross recoveries Net Gross recoveries Net
Analysis of movernent in outstanding clams £m £m £m im im fm
Opening balance 494 (22) 472 - - -
Acquired through business combinations - - - 509 {16) 493
Current period claims 309 134 275 213 201 193
Change in prior year claims ma) 13 {100 57 14 143)
Current year claims paid (140) - (140) 104) - (104)
Prior year clalms paid {119} - ny {67) - 167)
Closing balance 431 (43) 388 494 (22} AT2
Funds withheld

Funds withheld of £123m (2022: £115m), included within trade and other payables, represent the balance due to reinsurers arising from Quota
Share arrangements, by which a fixed proportion of both premiums and losses are ceded to third party reinsurers as part of the overall
reinsurance protection strategy.

Process used to determine assumptions

The nature of insurance makes it very difficult to predict with certainty the likely outcome of any particular claim and the ultimate cost of notified
claims. Each notified claim is assessed on a separate. case-by-case basis with due regard to the claim circumstances and historical evidence of
the size of similar claims and provisions are based on information currently available. However. the ultimate liabilities may vary as a result of
subsequent developments.

Sources of data

The sources of data used as inputs for the assumptions are internal. using detailed studies that are carried out at least annually to ensure that
the assumptions are consistent with cbservable market prices or other pubiished information. When there is insufficient information to make a
reliable best estimate of claims development, suitable benchmark assumpticns are used.

Methods

The cost of outstanding claims and the incurred but not reported [IBNR) claims provisions are estimated using various statistical methods, which
extrapclate the development of paid and incurred claims, average cost per claim and ultimate claim numbers for each accident period based
upon abserved development of earlier periods, with reference to suitable benchmarks. The key methods are:

- development factor methods. which use historical data to estimate the paid and incurred to date as proportions of the ultimate Claim cost:
— individual claim assessment methods, which use claim-specific details for large individual claims to estimate the ultimate claim cost: and
benchmarking methods. which use the experience of comparable. more mature classes, or market data to estimate the cost of claims.

To the extent that these methods use historical claims development information, they also assume that the historical claims development
pattern will cecur again in the future, after allowing (where possible) for instances where this might not be the case. such as changing economic
or legal trends.
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Recoveries

The provisions are initially estimated at a gross level and a separate calculation is carried out to estimate the size of reinsurance recoveries.

The Group is covered by a variety of excess of loss reinsurance programmes, The methods used by the Group take into account historical data.
specific details for individual large claims and details of the reinsurance programme to assess the expected size of reinsurance recoveries.
Recoveries through salvage and subrogation are estimated and recorded separately based on a combination of suitable benchmark assumptions
and the observed development to date.

Ogden rate

The majority of claims are not discounted as they are expected to settle within four years or less. For long-term personal injury claims the
personal injury discount rate (Ogden rate)} is used. For claims provisions in relation to periodic payments orders. a long-term expected investment
return is used as the discount rate. This is set by the Ministry of Justice and is used by the courts to calculate lump sum personal injury payments.
Reserves are assessed at the current rate of (0.25)%.

Analysis of claims development - gross of reinsurance and net of salvage and subrogation recoveries
Accigent years®

2003 2014 2015 206 2m7 2018 2019 2020 2021 2022 2023 Total
Estimate of gross uitimate claim costs im £m fn tm £m £m fm £m im £m £m im

At end of accident year 39 349 327 3N 304 37 282 220 224 48 41 -
One year later 388 353 243 372 299 297 288 209 204 278 - -
Two years later 373 379 343 335 269 268 2N 184 - - - -
Three years later 383 353 323 325 258 27 235 - - - - -
Four years later 363 360 3n 323 253 25% - - - - - -
Five years later 360 347 305 309 251 - - - - - - -
Six years later 361 350 305 304 - - - - - - - -
Seven years later 360 343 306 - - - - - - - - -
Eight years later 360 345 - - - - - - - - - -
Nine years later 360 - - - - - - - - - - -
Current estimate of cumulative claims 360 345 306 304 251 2538 235 184 204 278 41 2.767
Cumulstive payments to date {349y (328}  (299) (291 (248) (23¢} (204 Q137) (138 (62 9 (2.404)
Claims outstanding prior to 2013 accident year - - - - - - - - - - - 8
Current gross claims provision n 17 7 13 3 20 31 47 86 116 32 381
Provision for claims handling costs - - - - - - - - - - 5
Fair value adjustment to claims outstanding - - - - - - - - - - - 2
provisions as a result of TU acquisition

Total gross claims outstanding provisions - - - - — - - - - - - 388

{al The information in the above claims development Labie covers Lhe penod from which the earliest material claim arose in TU for which there is still uncertainty about the amount and timing of the
claims payments and therefore reflects claims development in respect of claims arising prior ta the acquisition of TU in 2021

(b} TU ehanged its reporting date from 31 December to 28 February during 2022 However. accident years remained consistent with o calendar year Consequently, the first development year from
2022 onwards represent s only fwo months of claims devolopment.

Analysis of claims development - net of reinsurance and net of salvage and subrogation recoveries
Accident year=#

2013 2014 2012 2016 2017 208 2013 2020 riekdl 2022 2023 Total
Estimate of ultimate claim costs £m im fm fm tm I'm tm i m fm fm £m
At end of accident year 379 336 320 310 276 259 236 144 127 37 32 -
QOne year later 380 338 axz 319 270 259 255 125 19 7 - -
Two years later 368 349 331 302 262 233 244 109 - - - -
Three years later 37 343 315 292 242 247 222 - - - - -
Four years later 359 339 306 292 239 236 - - - - - -
Five years later 355 338 30 287 239 - - - - - - -
Six years later 356 340 301 287 - - ~ - - - - -
Seven years later 355 334 301 - - - - - - - - -
Eight vears later 353 335 - - - - - - - - - -
Nine years later 350 - - - - - - - - - - -
Current estimate of cumulative claims 350 335 301 287 239 236 222 109 19 7 32 2401
Cumuiative payments to date {347y (323 (295) (280} (236} {2200 (197) 196) (84) {94) (4) (2.176)
Claims outstanding prior to 2013 accident year - - - - - - - - - - - 12
Current net claims provision 3 12 [ 7 3 16 25 13 35 77 28 237
Provision for claims handling costs - - - - - - - - - - - 5
Fair value adjustment to claims outstanding - - - - - - - - - - - 2
pravisions as a result of TU acquisition
Total net claims - - - - - - - - - - - 244

Refer to previous table for footnotes
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Note 25 Customer deposits and deposits from banks

2023 2027
£m £m
Customer deposits 5770 5.327
Deposits from banks 980 1.052
6,750 6,379
Of which:
Current 4 485 4,729
Non-current 2,265 1650
€,750 6,379
Deposits from banks include balances of £906m {2022: £802m) drawn under the Bank of England’s Term Funding Scheme with incentives for
small and medium-sized enterprises (TFSME). Alse included are balances of £74m (2022: £150m) which have been sold under sale and
repurchase agreements.
Note 26 Financial instruments
The Group recognises the following financial instruments on its balance sheet. The Group's exposure tG the risks associated with its financia!
assets and liabilities is discussed in Note 27.
At fair value
At fair value through other
At amortised through profit  comprehensive
cost or loss income Total
AL 25 February 2023 Netes £m £Em £m £m
Financial assets
Cash and cash equivalents B 2.433 32 - 2.465
Short-term investrments 18 968 860 - 1.628
Trade receivables 17 531 - - 531
Other receivabies 17 374 - - 374
Joint ventures and associates loan receivables 3 106 - - 106
Loans and advances to customers 23 7.081 - - 7.081
Other investrments 15 1.093 20 579 1.692
Derivative financial instruments:
Interest rate swaps - 123 - 123
Cross-currency swaps - Fall - pall
index-linked swaps - 551 - 551
Foreign currency forward contracts - 4 - 4
Diesel forward contracts - 4 - 4
12,586 1,642 579 14,807
Financial liabilities
Trade payables 19 6.359) - - 6.359)
Other payables 19 1.B86) - - (1.886)
Accruals 9 877) - - 877
Borrowings 21 (7.351) - - (7.351)
Customer deposits 25 (5.770) - - (5.770)
Deposits from banks 25 (280) - - (980)
Lease liabilities 12 17.727) - - (7.727)
Derivative financial instruments
Interest rate swaps - (199) - (159)
Cross-currency swaps - (141 - (141}
Foreign currency forward contracts - (72} - (72)
Diesel forward contracts - (15} - (15}
(30,950) {387} - {31,337}
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At fair value
At fair valug through other
At amortised through profit  comprehensive
cost or loss income lotal
At 26 February 2022 Notes fm £m £m fm
Financial assets
Cash and cash equivalents 18 2.319 26 - 2.345
Short-term investments* 18 206 1.170 - 2.076
Trade receivables 17 457 - - 457
Cther receivables 7 478 - - 478
Joint ventures and associates loan receivables el 105 - - 105
Loans and advances to customers 23 G.490 - - 6.490
Cther investments 15 857 25 597 1.479
Derivative financial instruments:
Interest rate swaps - 55 - 55
Cross-currency swaps, - 223 - 223
Index-linked swaps - 666 - 666
Fareign currency forward contracts - 44 - 44
Diesel forward contracts - 23 - 23
11,612 2,232 597 14,441
Financial liabilities
Trade payables 19 {5.641) - - {5.641)
Other payables 19 (1.905) - - (1.905)
Accruals 19 827 - - (827)
Borrowings 21 7.399) - - 7.399)
Customer deposits 25 (5.327) - - {5.327)
Deposits from banks 25 1.052) - - (1.052)
Lease liabilities 12 (7.958) - - (7.958)
Derivative financial instruments:
Interest rate swaps - (273) - (273)
Cross-currency swaps - 85) - {85)
Foreign currency forward contracts - (25) - (25)
(30,109) (383) - (30,492)

.

Comparatives have been re-prosentod for reclassification of certain short-term investments from amortised cost Lo fair value through profit or loss.

The expected maturity of financial assets and liabilities is not considered to be materially different to their current and non-current classification.

The fair value of assets and liabilities measured at amortised cost and at fair value are shown below.

Fair value of financial assets and liabilities measured at amortised cost
The table excludes cash and cash eguivalents, short term investments, trade receivables/payables. other receivables/payables, accruals and
deposits from banks where the carrying values approximate fair value. The levels in the table refer to the fair value measurement.

2023 2072
Carrying Fair Carrying Fair
value value value Value
Level Em £m im fm
Financial assets measured at amortised cost
Loans and advances to cystomers 3 7.081 7.058 6.490 6.566
Investments in debt instruments at amortised cost® land 2 1.093 1.097 857 867
Joint ventures and associates loan receivables® 2 106 il 105 126
Financial fiabilities measured at amortised cost
Borrowings
Amortised cost 1 5.227) (5.496) (5.057} {5.942)
Bonds in fair value hedge relationships 1 {2.124) (2.167) (2.342) (2.401)
Customer deposits 3 (5.770) 5.640) 5.327) {5,296)

(3} These are principally Level 1inst rumenss.

(B} Joint venlures and assoCislss loan receivables carrying amounts of £106m (2022: £105mi are presented in the Group balance sheet net of deferred profits of £38m (2022: £ 38m} hislorically arising

from the sale of property asset s 1o joint ventures.

Tesco PLC Annual Report and Financial Statements 2023

159



Notes to the Group financial statements continued

Note 26 Financial instruments continued
Fair value measurement by level of fair value hierarchy
The following table presents the Group’s financial assets and liabilities that are measured at fair value, by level of fair value hierarchy:

- queted prices (unadjusted) in active markets for identical assets or liabilities {(Leve! 1);

— inputs other than quoted prices included within Level | that are observable for the asset or liability. either directly (that is, as prices) or
indirectly (that is. derived from prices) {Level 2): and

— Inputs for the asset or kability that are not based on observable market data (that is. unobservable inputs) (Level 3).

Level 2 assets are valued by discounting future cash flows using externally sourced market yield curves, including interest rate curves and
iorewgr exchange rales leann fughily higuid markets. For Level 3 assets and liabilities, uncollateralised derivatives are valued as per Level 2 but
include certain data sources which are significantly less liguid: unlisted investments are valued based on less observable inputs such as
recent funding rounds.

Level 1 Level 2 level 3 Total
At 25 Fobruary 2023 £m Em £m Em
Assets
Investments at fair value through other comprehensive income 565 - 14 579
Short-term investments at fair value through profit or loss 660 - - 660
Cash and cash equivalents at fair value through profit or loss - 32 - 32
Investments at fair value through profit or loss - - 20 20
Derivatlve financial instruments:
Interest rate swaps - 123 - 123
Cross-currency swaps - 41 170 pall
Index-linked swaps - 19 432 551
Foreign currency forward contracts - i - 41
Diesel forward contracts - 4 - 4
Total assets 1,225 360 626 2,221
Liabilities
Derivative financial instruments:
Interest rate swaps - (73) (86) (159
Cross-currency swaps - {4) (137) (141
Foreign currency forward contracts - (72) - (2
Diesel forward contracts - (15) - {15)
Total liabilities - {164) {223) (38
Net assets/(liabilities) 1,225 196 413 1,834
Levell Level 2 Levet 3 Totat
Al 26 February 2022 im m fm i
Assets
Investments at fair vaiue through other comprehensive income 585 - 12 597
Short-term investments at fair value through profit or loss* 1170 - - 1170
Cash and cash equivalents at fair value through profit or ioss - 26 - 26
Investments at fair value through profit or loss - 23 2 25
Derivative financial instruments:
Interest rate swaps - 55 - 58
Cross-currency swaps - 25 198 223
Index-linked swaps - ns 551 666
Foreign currency forward contracts - 44 - 44
Diesel forward contracts - 23 - 23
Total assets 1,756 an 763 2,829
Liablilitles
Derivative financial instruments:
Interest rate swaps - 273) - (273
Cross-currency swaps - (85) - 85}
Foreign currency forward contracts - 125) - 125}
Total liabilities - {383) - (383}
Net assets/(liabilities) 1,755 (72) 763 2,446

*  Comparatives have been re-presented for reclassitication of certain short-term investments from amortised cost to fair value through profit or loss.

During the financial year. there were no transfers (2022: no transfers) between Level 1 and Level 2 fair value measurements.
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Financial statements

During the financial year. there were £nil (2022: £nil) of transfers from Level 3tc Level 2 and £nil (2022: Enil) transfer from Level 3 to Level 1. There
were £18m of transfers of unlisted investments (2022: £nil) and £(223)m of derivative liabilities (2022: derivative assets of £749m) to Level 3 from

Level 2 and £ni} (2022 £nil) to Level 3 from Level 1.

As part of financial risk management. the Group holds certain uncollateralised derivative financial instruments, including interest rate and
inflation swaps. cross-currency swaps and forward contracts. These are valued using relevant inputs which are considered observable {Level 2).
such as forward rates and foreign exchange rates from available market data. Unobservable inputs {Level 3) relate to the funding valuation
adjustment {FYA), which is the estimate of the adjustment to the fair value that a market participant would make to account for funding costs.
These are calculated on the future valuation of the derivative. based on the best estimate available to management of suitable relevant cost of
funds. A 10 basis points increase in the cost of funds would increase the FVA by £11m (2022: £18m).

The following table presents the changes in Level 3 instruments:

2023 2022
Uncollateralised Unlisted Uncollateralised Unlisted
derivatives investments derivatives investments
£m £m im im
At the beginning of the year 749 14 - 1n
Gains/{losses) recognised in finance costs* ma) - - -
Gains/llosses) recognised in ather comprehensive ncome not reclassified to the - 2 - 4
income statement
Gains/(losses) reccgnised in other comprehensive income that may subsequently 3] - - -
be reclassified to the income statement
Additions - - - 1
Disposats 39 - - 2)
Transfers of assets/(iiabilities) into Level 3 (223) 18 749 -
At the end of the year 379 34 749 14
*  Allgains or iosses are unrealised
Offsetting of financial assets and liabilities
The foliowing tables show those financial assets and liabilities subject to offsetting. enforceable master netting arrangements and
similar agreements:
Related amounts not offset in
the Group balance sheet
Gross amounts of
Gross amounts of  financial assets/ Net amounts
recognised  (liabllitles) offset included Collateral
financial assets/ in the Group In thea Group Financlat {recaived)/
(liabilities) balance sheet balance sheet instruments pledged Net amount
At 24 February 2023 £m £m £m £m £m £m
Financial assets
Derivative financial instruments 930 - 930 (142) 104) 684
Trade receivables 601 (70} 531 - - 531
Total assets 1,531 (7Q} 1,461 {142) (104) 1,215
Financial liabilities
Derivative financial instruments (387 - {387 142 - (245)
Trade payables 15,429} 70 (6.359 - - {6.359)
Repurchases, securities lending and similar agreernents 174) - (74) - 74 -
Total liabillties {6,890) 70 (6,820) 142 74 {6,604)
Related amounts not offset in
the Group balance sheet
Gross amounts of
Gross amounts of  financial assets/ Nel amounts
recognised (iabilities! offset in included Collateral
financial assels/ the Group in the Group Financiat treceived)/
liabilities) balance sheet balance shest mstruments pedged Net amount
Al 2f February 2022 m im i.m fm tm fm
Financial assets
Derivative financial instruments 1.0m - 1.01 {246) 18} 747
Trade receivables 526 69) 457 - - a57
Total assets 1,537 (69) 1,468 (246) (18} 1,204
Financial liabilities
Derivative financial instruments (383) - (383) 246 - 137
Trade payables (5.710) 69 (5647 - - (5.641)
Repurchases, securities lending and similar agreements {150) - (150) - 150 -
Total liabilities [6,243) 69 (6,174) 246 150 (5,778)

For the financial assets and liabilities subject to enforceable master netting arrangements above. each agreement between the Group and the
counterparty allows for net settlement of the relevant financial assets and liabilities when both elect to settle on a net basis. In the absence of
such an election, financial assets and liabilities will be settled on a gross basis. However. each party to the master netting agreement or similar
agreement will have the option to settle all such amounts on a net basis in the event of default of the other party.
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Notes to the Group financial statements continued

Note 27 Financial risk management
The Group's financial risk management is carried out under policies approved and authority delegated by the Board of Directors. including
parameters for risk management across the Group. The financial risk management in relation to Retall is carried out by a centrai treasury
department. Tesco Bank has a separate formal structure for reporting. monitoring and managing its financial risks appropriate to the nature of its
business as a regulated financial institution.

The main financial risks faced by the Group, including Retail and Tesce Bank. and the management of these risks are set out below and include
market risk (foreign exchange. interest rate. inflation and commadity prices). credit risk, liquidity risk, capital risk and insurance risk. Additional
information on the management of the financial risks specifically relating to Tesco Bank is also set out on page 170

lesco Group
{a} Market risk
foreign exchange risk management

Description of risks

Management policy

Hedging strategy

Transactional exposure that arises
from the cost of future purchases of
goods. whete those purchases are
dencminated in a currency other than
the functional currency cf the
purchasing company.

The Group’s policy is to hedge currency exposure that
could significantly impact the Group income statement
with a minimurmn (20%) and maximum (80%) hedge level
of forecast uncommitted exposure within at least the
next 12 months.

Foreign currency forward contracts aor purchased
currency options. which are designated as cash flow
hedges. These are denominated in the same currency
as the highly probable future sales and purchases.
which are expected to occur within a maxirmum 24-
month period. and the hedge ratio is determined
tobe 1.

Translation exposure that arises from
exchange rate movemnents in
connection with transiating the Group’s
foreign subsidiaries’ revenue and
expenses, assets and liabilities into
Pound Sterling.

Translation risk related to foreign subsidiaries is not

actively hedged, however to reduce this exposure in
relation to the net assets of foreign subsidiaries. net
investment hedging is undertaken.

Euro-dencminated borrowings are used to hedge the
exposure of a portion of the Group’s net investments in
overseas operations which have a Euro functional
currency. against changes in value due to changes in
foreign exchange rates. The Group has established a
hedge ratio of 1:1. as the underlying risk of the hedging
instrument is identical to the hedged risk component.

Loans to and from subsidiaries in
currencies other than in the entity’s
functional currency.

The Group’s policy is that 100% of the foreign exchange
risk is hedged.

Foreign currency derivatives and borrowings in
matching currencies. which are not formally designated
as accounting hedges as gains and losses will naturatly
offset in the income statement.

Debt issued in a currency other than
Pound Sterling.

The Group's policy is to swap 100% of the foreign
currency debt back to Pound Sterling. unless there are
appropriate matching foreign currency assets.

Cross-currency swaps. which are designated as fair
value hedges.

Residual exposure is present arising largely from cash and cash eguivalents balances that are not in the functional currency of the entity holding
these balances. The Group income statement impact of foreign currency exchange rate mevements on these residual balances is disclosed in the

sensitivity table on page 164.

Interest rate risk management

Description of risks

Management policy

Hedging stratepy

Debt issued at variable interest rates as
well as cash deposits and short-term
investments. giving rise to cash flow risk.
and debt issued at fixed interest rates
giving rise to fair value risk.

Tne Group's policy is to manage interest rate risk in
total balance sheet debt (including senicr unsecured
debt, lease liabilities. cash and cash equivalents and
investments) to a range of 55%-85% fixed.

Interest rate swap contracts are used to fix interest
rates on senior unsecured debt or investments issued
at floating rates. creating a fair value hedge: and for
senior unsecured debt or investments issued at fixed
rates to generate variable interest exposure. creatinga
cashflow hedge. The terms of the swap contracts
match the terrns of the borrowings or investments
inciuding notional amounts and maturity. interest
settiement and interest rate reset dates. and the
Group has established a hedge ratio of 1.1 for the
nedging relationships as the underlying risk of the
derivative contract is identical to that of the

hedged item.

Different repricing dates of the assets
and fiabilities in Tesco Bank’s banking
activities and unexpected changes to
the yield curve. giving rise to volatility in
earnings and economic value of these
assets and liabilities.

Tesco Bank has established limits for risk appetite and
stress tests are performed using sensitivity to
fluctuations in underlying interest rates in order to
monitor this risk. Tesco Bank also use the capital at risk
approach. which assesses the sensitivity of a reduction
inthe Bank's capital to movements in interest rates.

The scenarios considered include both paraliel and
non-parallel movements of the yield curve and have
been designed to assess impacts across & suitable
range of severe but plausible moverments in
interest rates.

Tesco Bank uses interest rate swap contracts as fair
value hedges. to swap fixed rate exposures of
investment securities. lcans and advances to
customers and customer deposits. back toa
benchmark floating rate where no existing offset is
available.
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The table below shows the interest rate risk prefile for the Group's financial instruments:

Financial statements

2023 2022
Fized Floating Total Fixed Flouting Total
£m £m £m £m im im
Cash and cash equivalents - 2.465 2.465 - 2.345 2,345
Short-term investments - 1.628 1628 - 2.076 2.076
lnvestments in debt instruments at amortised cost 617 A76 1.083 518 333 857
investments at fair value through other comprehensive income 570 3 579 590 7 597
Investments at fair value through profit or loss 20 - 20 75 - 25
Joint ventures and associates loan receivables 106 - 106 105 - 105
Lease liabilities (7.727) - {7.727) (7.958) - (7.958)
Bank and other borrowings 6.054) (1.297) (7.351 16,465) (934) {7.399)
Loans and advances to customers 3314 3.767 7.081 3.293 3.197 £.490
Customer deposits (5.770) - (5.770) 15.327) - (5.327)
Deposits from banks - 1980) 980} - (1.052) {1.052)
Derivative effect:
Interest rate swaps 120 (190) - (729) 729 B
Cross-currency swaps 959 (959) - 895 895) -
Index-linked swaps (346) 346 - 3100 310 -
Total {14,127 5,265 (8,856) (15,363) 6,122 (9,241)
Percentage of interest-bearing debt at fixed rate 75% 66%
Weighted average rate of interest paid on senior unsecured 3.87% 2.34%
debt, excluding joint ventures and associates
Inflation risk management
Description of risks Management policy Hedging strategy
Index-linked debt. where the principalis The Group’s policy is to hedge inflation in totai balance  LPI-linked debt. where the principal is indexed to RPI.
indexed to increase/decrease in [ine sheet debt (including index-linked bonds and RPI-linked  with an annual maximum increase of 5% and a
with RFl or LPI. lease lizbilities) on a portfolio basis alongside its interest  minimum of 0% is hedged 100% using derivative

rate risk management._ Interest and inflation risk in total
balance sheet debt are managed to 2 combined target
of 50% fixed. with a tolerance of 15%. where RPI-linked
rents are considered to be floating.

contracts swapping it to be fixed.

Refer to Note 12 for information on the Group's exposure to inflation-linked leases.

Commodity risk management

Description of risks Management policy Hedging strategy

Changes in commodity prices largely The Group policy is to hedge a minimum of 50% of the  Forward derivative contracts which are designated as

relating to diesel for own use. forecast uncommitted exposure within the next 12 cash fiow hedges are used to hedge future purchases
months. of diese! for own use. These are denominated in the

same currency and volurne as the forecast purchases
and the hedge ratip is determined to be 1:1.

Financial instruments not qualifying for hedge accounting

The Group's policy does not permit use of derivatives for trading purposes. However. some derivatives do not qualify for hedge accounting, or are

specifically not designated as a hedge where gains and losses on the hedging instrument and the hedged item naturally offset in the Group income
statement. These instruments include index linked swaps. interest rate swaps. cross currency swaps and foreign currency forward contracts.
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Notes to the Group financial statements centinued

Note 27 Financial risk management continued

Sensitivity analysis

The impact on the financial statements of the Group. including Retail and Tesco Bank, from foreign currency. inflation. interest rate and
commedity price voiatility is discussed below.

The analysis excludes the impact of movements in market variables on the carrying value of pensicon and other post employment benefit
obligations and on the retransiation of overseas net assets. However. it does inciude the foreign exchange sensitivity resulting from local entity
non functional currency financial instruments.

The sensitivity analysis has been prepared on the basis that the amount of net debt. the ratio of fixed to floating interest rates of the debt and
derivatives portfolio. and the propertion ot financial Instruments in toreign currencies are all constant and on the basis of the hedge designaticns
in place at 25 February 2023. It shouid be noted that the sensitivity analysis reflects the impact on income and equity due to financial instruments
held at the balance sheet date. It does not reflect any change in sales or costs that may result from changing interest or exchange rates.

The following assumpticns were made in calculating the sensitivity analysis:

- the sensitivity of interest payable to movements in interest rates is calculated on net floating rate exposures on debt. deposits and derivative
instruments with no sensitivity assumed for RPI linked borrowings. which have been swapped 1o fixed rates;

— changes in the carrying value of derivative financial instruments designated as fair value hedges against movements in interest rates or foreign
exchange rates have an immaterial effect on the Group income statement and equity due to compensating adjustments in the carrying value
of debt;

- changes in the carrying value of financial instruments desighated as net investment hedges against movements in foreign exchange rates are
recorded directly in the Group statement of comprehensive income/loss);

- allother changes in the carrying value of derivative financial instruments designated as hedging instruments are fully effective with no impact
on the Group income statement; and

- the floating leg of any swap or any floating rate debt is treated as not having any interest rate already set. therefore a change in interest rates
affects a full 12-month period for the interest payable portion of the sensitivity calculations.

Using the above assumptions, the foliowing table shows the guantitative effect on the Group income statement and the Group statement of
changes in equity that would result. at the balance sheet date, from changes in interest rates. inflation rates. currency exchange rates and
commodity prices that are reasonably possible for major currencies where there have recently been significant movements:

2023 2022
income Equity Income: Equity
gain/lloss) gain/lloss) gain/llosst gain/lloss)
£m Em £m frn
1% increase in interest rates (2022: 1%) (48) 3 12 4
5% appreciation of the Euro (2022: 10%) (81} (79) (19) n23)
10% appreciation of the US Dollar (2022: 10%) 34 18 {m 69
50 basis points parallel upward shift in the forward inflation curve (2022: 100 basis points) (o]} - 337 -
10% increase in commodity prices (2022: 10%)* 1 13 1 ]

* Refaling to diesel prices only. where derivatives are used to hodge risk.

A decrease in interest rates and commaodity prices. depreciation of foreign currencies and downward shift in the forward inftation curve would
have the opposite effect to the impact in the table above.

The impact on the Group income statement resulting from changes in foreign exchange rates aganst GBP in redation to financial instruments
lexcluding those arising on consolidation) is minimal as Group policy dictates that all material income statement foreign exchange exposures
are hedged.

In prior years. the Group entered into a number of derivative index-linked contracts with external counterparties. to economically hedge a
proportion of the Group’s exposure to index linked lease labilities with its joint ventures. These are specifically not designated as accounting
hedges. but are economic hedges. However. the gains and losses on the hedging instrument and hedged item do not naturally offset in the Group
income statement. This mismatch arises due to different accounting cutcomes of IFRS @ and IFRS 16, which results in a timing difference.

The impact on the Group statement of comprehensive income/(ioss) from changing exchange rates results from the revaluation of financial
liabilities used as net investment hedges. The impact on the Group statement of comprehensive income/(loss) will largely be offset by the
revaluation in equity of the hedged assets in the Group statement of changes in equity.

Derivatives and hedging exposures

Derivatives are used to hedge exposure to market risks, some of which are economic hedges and cthers are formally designated hedging
instruments with hedge accounting applied. The main sources of hedge ineffectiveness are the effects of the counterparties’ and the Group's
own credit risk on the fair value of derivatives.

The fair value and notional amounts of derivatives analysed by hedge type are shown on page 165.
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2023 2022
Asset Liability Asset Liability
Fair value Notional Fair value Notional Fair value Naotional Fair value Notional
£m £m £m Em m fm fm {m

Fair value hedges
Interest rate swaps 122 2692 (147) 2.552 53 2.994 (65) 1.386
Cross-currency swaps - - (137) 662 - - (85) 630
Cash flow hedges
Interest rate swaps - - (3) 50 - - {1 50
Index-inked swaps 240 138 - - 230 683 - -
Foreign currency forward contracts 30 109 {58) 1.352 33 1.264 8) 435
Diesel forward contracts 4 14 (13) 19 23 65 - -
Derlvatives not in a formal hedge
relationship
Interest rate swaps 1 38 te]} 696 2 86 {197 58
Cross-currency swaps 21 822 {4) 100 223 845 - 15
Index-linked swaps an 2.074 - - 436 2.574 - -
Foreign currency forward contracts n 821 (14) 539 n 750 17 844
Diesel forward contracts - ? (2) 13 - - - -
Total 830 8,292 (387) 6,083 1,011 9,261 (383) 3,418

The following table sets out the maturity profile and average interast rates and foreign currency exchange rates of the hedginginstruments used
in the Group's hedging strategies:

2023 2022

Upto One to More than Upto One to More than
Maturity profile one year flve years five years one year five: years frve years
Notional amount (Em)
Foir value hedges
Interest rate swaps - GBP 1.366 2,663 553 852 2.296 602
Interest rate swaps - EUR 662 - - - 630 -
Cross currency swaps (GBP: EUR} B - 662 - - 630
Cash flow hedges
Index-linked swaps - 392 348 - 373 310
Interest rate swaps - - 50 - - 50
Average net interest rate {payl/receive
Fair value hedges
Interest rate swaps - GBP (1.781% {1.43)% (3.400% 0.14% 0.49% {0.00%
Interest rate swaps ~ EUR (1.81% - - - 0.82% -
Cross currency swaps (GBP: EUR}> - - (4.65)% - - 1.177%
Cash flow hedges
Index-tinked swaps - {4.23)% 4.20% - (4.23)% {4.20%
Interest rate swaps - - (4.46)% - - (4.46)%

* Average exchange rate for cross-currency swups (GBP-EUR) is 11312022 113)

At 25 February 2023, foreign currency forward contracts. designated as cash flow hedges. equivalent to £2.4bn were outstanding (2022: £1.7bn).
These forward contracts are largely in relation 1o purchases of Euros (notional €0.4bn} (2022: notional €0.7bn) and US Dallars {notional $1.1on)
{2022: notional $0.90n) with varying maturities up to July 2024.

For the above currencies the rates ranged from Euro/GBP 1107 to 1.181{2022: 1.082 to 1.195} and USD/GBP from 1102 10 1.264 (2022: 1319 to 1.419).

Forward commedity contracts hedging diesel purchases for own use as at 25 February 2023 had a GBP notioral of £148m (2022: £65m) at a rate
of £494 to £980 {2022: £267 to £571) per tonne.

The notional and fair vatues of these contracts is shown in the table above,

The following table sets out the details of the hedged exposures covered by the Group's fair value hedges:

2023 2022
Accumulated  Changes In fair Accurmulated
amounts of fair value for amounts of far Changes in fair
value adjustments calculating value adjustments value for
Carrying amourt on hedged item hedge  Carrying amount on hedged item  calculating hedee
Balance sheet  assets/(liabilftles)  assets/(liabilities) ineffectiveness  assets/lliabilities}  assets/liabilities) ineffectivencss
classification £m £m £m frn £m fm
Interest rate risk
Fixed-rate loans Loans and 2.393 {75) 44) 3.384 (30) (37)
advances to
customers
Fixed-rate savings Customer 695) 2 1 (1.481) - -
deposits
Fixed-rate investment securities Investments in 406 {44} (23] 504 m (22)
debt instruments
at amortised cost
Fixed-rate bonds* Borrowings {2.605) 198 {147 (2.796) 40 (101

*  The accumulated ameunt of fair value adjustments remaining in the Group balunce sheet for hedged itemns that have ceased 10 be adjusted for hedging sains and losse:s was £(82)m for fixed-rate
bonds (2022 £000m).
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Notes to the Group financial statements continued

Note 27 Financial risk management continued

The following table sets out information regarding the change in value of the hedged item used in calculating hedge ineffectiveness as wel! as the
impacts on the hedging reserve for cash flow hedge designations:

2023 2022
Change in
value of hedging Change in value Changein  Change in value
instrument for  of hedged item value of hedging  of hedged item
calculating  for calculating Cumulative instrument for for calcutating Cumulative
hedge hadge Impact on  calculating hedge hedge Impact on hedging
ineffectivaness ineffectiveness hedging reserve™ ineffectiveness  incffectiveness reserve!
Hedging instrument £m £m £m im £m im
Interest rate/inflation risk
Index-linked bonds Index-linked swaps 9 24 az 72 (72 30
Borrowings Interest rate swaps 8 (8} 8 (7 7 i
Forelgn currency risk
Trade payables Foreign currency 47 (47} (29) 50 (50) 16
forward contracts
Commeodity risk
Trade payables Diesel forward 7 n 10) 12 (12) 23
contracts
interest rate/foreign currency risk
MTNs™ Cross—currency swaps - - 34 - - 36

ta) Excludes deferred tax.
Ib) This Is a discontinued hedge.

The following table sets out information regarding the effectiveness of hedging relationships designated by the Group. as well as the impacts on
profit or loss and other comprehensive income:

2023 2022
Hedge Hedge
Line itern in Group ineffectiveness ineftectiveness
income statement recognised recognised
that includes hedge in profit or loss In profit o joss
ineffectiveness £m im
Falr value hedges - interest rate risk
Borrowings Finance income 4 1

The following table presents a reconciliation by risk category of the cash flow hedge and cost of hedging reserves and an analysis of other
comprehensive income in relation to hedge accounting:

Interest rate/

Imerest rate/inflation risk foreign currency risk Foreipn currency/commodity risk
Foreign currency Dicscl forward

Index-linked swaps  Interest rate swaps  Cross-currency swaps  forward contracts™ contracts®  Hedging rescrve®

£m fm fm £m £m im

At 27 February 2021 57 15 36 8 (24) 90

Net fair value gains/llosses) 26 17 - 5 39 77

Amount reclassified to finance incomeAcost) (&} (33} (3] - - (45)
in Group income statement

Amount reclassified to inventories - - - 18 12 30

Teax 9} 2 3) 4 (8) {22)

At 26 February 2022 68 1 27 15 19 130

Net fair value gains/{losses) 9 8 - a7 7 n

Amount reclassified to finance income/lcost) 54} 2 (2 {3) - (53]
in Group income statement

Amount reclassified tc inventories - - - 87 (40) azn

Tax 1 2) - 4 7 20

At 25 February 2023 34 5 25 {24} {7) 33

ta} Net fair value gains/tlosses) relates 1o inventory cash flow hedges of £54m (2022; £.3.3m) and ot her cash flow hedges of nil {2022. £1m)
b} The Group's cost of hedping reserve s £nil (2022: £nil)
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Net investment hedges
The details of the hedging instruments and movements in cumulative impact on net investment hedges in other comprehensive income are set
out below:

Nominal amount of hedging Nominal amount of hedged
instrument item

Cumulative impact on net
nvestrment hedges™

£ tm £m
At 27 February 2021 1,300) 1,300 (1,012)
Change in value for calculating ineffectiveness 40 (43} 40
Reclassified to Group income statement™ - - 243
At 26 February 2022 (1,260) 1.260 (729)
Change in value for calculating ineffectiveness 165) B5 (65)
At 25 February 2023 1,325) 1,325 (794)

{a) As 4t 25 February 2023 the discontinued hadge balance is £{765)m (2022: £(765Im).
{b) In the pricr year there was a raclassification 1o the income statement from the translation reserve of £2473m relating to the disposal of the Group's operation in Poland.

Net investment hedge ineffectiveness was £nil {2022: £nil) during the year.

During the current financial year, currency movements increased the net value, after the effects of hedging. of the Group’s overseas assets
by £120m (2022: decrease by £39m). The Group also ensures that each subsidiary is appropriately hedged in respect of its non functional

currency assets.
{b) Credit risk

Description of risk

Management policy

Measurement,

A counterparty will not meet its
obligations leading te a financial loss for
the Group. This arises from cash and
cash equivalents, short-term
investments, trade receivables, other
receivables. joint venture and associate
loan receivables. loans and advances to
customers. reinsurance assets. cther
investments, ang derivative financial
instruments.

For cash and cash eguivalents. short-term
investments. other investments and derivative financial
instruments:
The Group holds positions with an appraved list of
investment-grade rated counterparties.

— Counterparty credit limits are set to minimise the
concentration of risk and are set taking into account
the type and value of the specific financial asset.

For trade receivables. other receivables. joint venture

and associate loan receivables. loans and advances to

customers and reinsurance assets:

- The Group's credit risk is managed with various

The Group rmonitors the exposure. credit rating.
outlook and credit default swap levels of these
counterparties on a regular basis.

Counterparty credit limits are reviewed every six
months {every two years at Tesco Bank). and may
be updated throughout the financial year.

Refer to page 171 for information on the expected
credit losses of these assets.

mitigating controls including credit checks. credit
insurance and master netting agreements. Due to
the nature of the Retail and Tesco Bank businesses.
there is little concentration of risk due to the large
number of customers which are spread across wide

geographicat areas.

Maximum exposure to credit risk

The maximum exposure to credit risk at the end of the reporting period reflects the carrying amount of each class of financial assets. including
loan commitments which are not recognised on the balance sheet. Joint ventures and associates loan receivables in the table below are gross of
deferred profits historically arising from the sale of property assets to joint ventures {refer to Note 31, The Group's maximum exposure to credit

risk is £27.1on (2022: £26 8bn).

The net counterparty exposure under gerivative contracts is £0.7bn (2022: £0.7bn).

The Group's maximum gross exposure to credit risk is analysed below by class of financial instrument., including for financial instruments that are
not subject to ECL i.e. derivative financial instruments and cash balances with central banks:

2023 2022
£m fm
Cash and cash equivalents® 2.465 2.345
Short-term investments 1.628 2.076
Trade receivables 531 457
Other receivables 374 478
Joint ventures and associates loan receivables 144 143
Loans and advances to customers 7.081 6.490
Cther investments 1692 1.479
Derivative financial assets:
Interest rate swaps 123 55
Cross-currency swaps ail 223
index-linked swaps 551 666
Foreign currency forward contracts a1 a4
Diesel forward contracts 4 23
Off balance sheet:
Loan commitments® 12.212 12,363
Maximum exposure to credit risk 27,057 26,842

(a) Cash balances with central banks of £16bn (2022 £1.Ubn) are included within cash and cash equivalents.

tb) Loancommutrments represents the undrawn amount contractually committed by Trsco Bank
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Note 27 Financial risk management continued

Counterparty credit rating
The tabie below provides details of financial assets by long term credit rating of investment-grade rated counterparties:

2023 2022
Rating AAA AR A BBB Total AAA AA A EBB Total
Money market funds, deposits and 860 200 468 300 1.628 1.170 350 481 75 2,076
sirnflar instruments
investments in debt instruments at 486 57 339 199 1,081 529 92 236 - 857
amortised cost®
Invastmants at fair value through other a4 g1 233 154 RS 113 as 73R 19 RA5
comprehensive income®
Investments at fair value through profit - 1 - - 1 - 2 - - 2
of loss®
Derivative financial assets:
interest rate swaps - 121 2 - 123 - 45 10 - 55
Cross-currency swaps - - 186 25 n - - 221 2 223
index-iinked swaps - - 120 431 551 - - 15 551 666
Foreign currency forward contracts - - ki 10 41 - 2 36 5 43
Diesel forward contracts - - - 4 4 - - 14 10 24

{2) Exciudes £12m (2022 nill of invostmonte in dobt instruments that do net have a cradit rating
{t) Excludes £14m (2022 £12mi) of investments in equity instruments that do not have a credit rating,
{c) Excludes £19m (2022 £23m) of properly fund investments that do not have a credit rating.

The low credit risk exemption has been apptied to cash and cash eguivalents. money market funds. deposits and similar investments. investments
in debt instruments at fair value through other comprehensive income (FVOCI), investments at fair value through profit or loss (FVPL) and
investments in debt instruments at amortised cost, except those investments held in Tesco Bank, as theseg are held with counterparties with
investment-grade ratings (BBE or above) or are short-term in nature. The expected credit loss is immaterial.

Expected credit losses
The Group applies either the simplified approach or the three stage modet for expected credit losses. depending on the nature of the financial
asset. Refer to Note 1 for further detail.

The Group's financial assets are written off when the balance is known not 1o be recoverable or the Group is time-barred from recovering a
balance under local legislation.

The expected credit losses for Retail are immaterial. Gross loans to related parties of £144m (2022: £143m) are presented net of 1oss allowances
of £nil (2022: £nil) and deferred profits of £38m {2022: £38m) on the Group balance sheet. The ECL is determined by multiplying together the
probabiity of default (PD), exposure at default (EAD) and the loss given default {LGD) for the relevant time period and for each specific loan and by
discounting back to the balance sheet date.

For details of credit risk relating to reinsurance assets and the expected credit losses on ioans and advances to customers and Investments held
in Tesco Bank, refer to the separate section on Tesco Bank financial risk factors on page 173.

(c) Liquidity risk

Bescription of risk Managernent policy Measurement

Difficulty in meeting the obligations The Group finances #s liquidity position and its Liquidity risk is continuously monitored by short-term
associated with the Group's financial operations by a combination of retained profits. and long-term cash flow forecasts.

liabilities. disposals of assets. debt capital market issuance.

commercial paper. bank borrowings and leases. The
policy is to maintain a prudent level of cash together
with sufficient committed bank facilities to meet
liquidity needs as they arise. to maintain a smooth debt
profile and ensure maturing senior unsecured debt will
not exceed £1.5bn in any 12-month pericd.

The Group is investment-grade rated with all three major credit rating agencies and retains access to capital markets so that maturing debt may
be refinanced as it falls due.

2023 2022
Short-term Long-term Short-term Long-lerm
rating ratlng Qutlook rating rating Qutlook
Rating agency
Fitch F3 BBB- Stable F3 BBE- Stable
Moody's P-3 Baa3 Stable P-3 Baa3 Stabie
Standard & Poor's A-3 BBB- Stable A-3 BBB- Stabie

The Group has a £15.0bn Euro Medium Term Note programme, of which £3.8bn was in issue at 25 February 2073 (2022: £3.9bn]. plus £0.4bn
equivalent of USD denominated notes issued under Rule 144A documentation (2022: £0.3bn).

168  Tesco PLC Annual Report and Financial Statements 2023



Financial statements

Borrowing facilities
The Group has the following undrawn committed facilities available at 25 February 2023, in respect of which all conditions precedent had been
met as at that date:

2023 2022

£m im

Expiring in less than one year 38 38
£xpiring between one and two years 200 200
Expiring in more than two years 2.500 2.500
Total 2,738 2,738

During the current financial year, the multicurrency £2.5bn revolving facility was renegotiated and extended for three years. maturing in 2025. The
cost of the facility is Iinked to three ESG targets and includes the use of risk free rates rather than SONIA. All three targets were met during the
financial year ending 25 February 2023, leading to a reduction in the interest rate loan margin.

In addition, Tesco Bank has a separate £200m committed repurchase facility. maturing in 2024,

Both facilities incur commitment fees at market rates and would provide funding at floating rates. There were no withdrawals from the facilities
during the year.

Maturities of financial liabilities

The following is an analysis of the undiscounted contractual cash flows payable under financial liabilities and derivative liabilities, taking into
account contractual terms that provide the counterparty a choice of when (the earliest date) an amount is repaid by the Group. The potential
cash outflow is considered acceptable as it is offset by financial assets.

The undiscounted cash flows will differ from both the carrying values and fair values. Floating rate interest ang inflation is estimated using the
prevailing rate at the balance sheet date. Cash flows in foreign currencies are translated using spot rates at the balance sheet date.

Due between Due between Due between Due between
Due within 1and 2 2and 3 3and4 4and 5 Due beyond
1year years years years years S years
At 25 February 2023 £m £m £m £m £m £m
Non-derivative financial liabilities
Bank and other borrowings (1.685) 618 (893) (728) 71 {3.654}
Interest payments on borrowings (192} {175) 159) (131 {122) 851
Customer deposits (4.593) {935) {160) (29 ma) -
Deposits from banks (124) (142} 814) - - -
Lease {iabilities {944} 900 (878) 858) 824) {6.494)
Trade payables 6.359) - - - - -
Other payables (1.740) (31 62) 21 2 (30)
Accruals (877 - - - - -
Derivative financial liabilities
Net settled derivative contracts - receipts 51 34 3 8 17 30
Net settled derivative contracts - payments {82) 44) {19} (48) (15) {22)
Gross settled derivative contracts - receipts 1.788 80 9 N6 2 667
Gross settied derivative contracts - payments (1.899) ms) (40} (147) (30) {708)
Total on halance sheet [16,656) 12,847) {2,985) (1,836) {1,164) (11,102)
Cff balance sheet
Contractual lending commitments (12.212) - - - - -
Total (28,868) (2,847) {(2,985) (1,836) 1,164) {11,102)
Due between Due between Due between Due between
Due within 1and 2 2and 3 Jand 4 Aand b Bue beyond
1year years YRS years years 5 yoars

AL 26 February 2022 £m tm £m Em im im
Non-derivative financial llabilities
Bank and other borrowings 625} (757) (708) (896) (701) (3.720)
Interest payments on borrowings {199} {197) (179) 161 134) 999)
Customer deposits (4.677) 444) {160) [24) (25) -
Depasits from banks {163) (17) ms) 1803) - -
{ease labilities {934) 191 {863} {8400 820) (7.47)
Trade payables (5.641) - - - - -
Other pavables (1.863) {1 - 0] m (29)
Accruals (827) - - - - -
Derivative financial liabilities
Net settled derivative contracts - receipts 4 9 4 3 - -
Net settied derivative contracts - payments 118) 65) (148) 8) o (10}
Gross settled derivative contracts - receipts* 1.282 3 3 3 3 662
Gross settied derivative contracts - payments* (1.295) (21 {20) (18} {17) (729)
Total on balance sheet (14,9586) (2,410 (2,186) (2,747} (1,702) {(1,972)
Off balance sheet
Contractual lending commitrments (12.363) - - - - -
Total (27,319) (2,411 (2,186} (2,747) 1,702) {11,972)

Comparatives have been re-presented on a gross basis and include dervatives of £1.955m which were previously prescnted net within receipts and payments,
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Notes to the Group financial statements continued

Note 27 Financial risk management continued

The Group is not subject to Covenants in relation to its facilities and borrowings. There is an element of seasonality in the Group's operations,
however the overall impact on liquidity is not considered significant.

{d) Other risks

Risk Deseription of risk Manugement policy Measurement
Capital risk Ability to continue as a gaing concern  The Group manages its capital structure (net debt plus  Refer to Note 32 for the value of the

in order to provide returns to

shareholders and benefits for other

stakeholders, while protecting and
strengthening the Group balarnce
sheet through the appropriate

balance of debt and equity funding.

equity} and makes adjustments to it

Net debt. and the Group statement of
changes in equity for the value of the
Group’s equity.

in light of changes to economic conditions and the
strategic objectives of the Group.

through dividend payments tc sharehotders. buying
back shares and cancelling them or issuing new
shares. During the current financial year. the Group
completed the share buyback programme and
cancelied these shares (refer to Note 30).

by raising finance in the public debt markets and
horrowing centrally and locally from financial
institutions. using a variety of capital market
instruments and borrowing facilities to meet the
requirements of each local business.

Operational

insurance risk from liabilities arising from

unforeseen events in its operations.

The Group Is inadeguately protected

The Group purchased assets, earnings and combined
liability protection from the open insurance market for

Refer to Note 22 for details on
operational insurance provisions.

higher value losses only.

The risk not transferred to the insurance market is
retained within the Group with some cover being
provided by the Group's captive insurance company,
ELH Insurance Limited in Guernsey. whichis
consclidated in the Group financial statements.
covering assets, earnings and combined liability.

Tesco Bank

Information on the management of the financial risks specifically relating to Tesco Bank, which is additional to the information provided for the

Group overaf, is set out below:

(a) Capital risk

Description of risk

Management policy

Tesco Bank. including TU. has insufficient capital resources to
support its plan and meet minimum capital requirements.

Tesce Bank

It is Tesco Bank's policy to maintain a strong capital base. to expand it as appropriate and to
utilise it efficiently throughout its activities to optimise the return to shareholders while
maintaining a prudent relationship between the capital base and the underlying risks of the
business. In carrying out this policy. Tesco Bank has regard to the supervisory requirements
of the Prudential Regulation Authority (PRA).

Insurance capital

Solvency I (S1l) came into force on 1 January 2016. It provides a framework for managing and
measuring the risks and the solvency position for allinsurance companies in the EU.
Following the UK's departure from the EU. the S framework continues to be applied inthe
UK and its requirements are applicable to TU. TU assesses its Solvency Capital Requirement
(SCR) using a Partial Internal Model for capital which was approved by the PRA in 2020. TU
models a range of stress and scenaric tests that are published in its annual Selvency and
Financial Condition Report. These show that TU's capital position is resilient to a range of
possible scenarios. TU also maintaing a capital contingency plan supported by its direct
shareholder. Tesco Personal Finance plc.
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Tesco Bank capital resources
The following table analyses the regulatory capital resources of Tesco Personal Finance Group PLC [TPFG). being the regulated entity at the
balance sheet date:

2023 2002
£m im

Common equity tier 1 capital:

Shareholders’ funds and non-controlling interests, net of tier 1 regulatory adjustrments 1.548 1.528
Tier 2 capital:

Qualifying subordinated debt 235 235
Other interests - -
Total tier 2 regulatory adjustments 42) 42)
Total regulatory capital 1,741 1,721

IFRS 9 became effective for annual periods beginning on or after 1 January 2018 and is reflected in the Tesco Bank disclosures. Tesco Bank has
elected to use the transitional arrangements available under Article 473a of the Capital Requirements Regulations (CRR). These arrangements
allow the IFRS @ Impact on capital to be phased in over a period of five years. On 27 June 2020. the CRR was further amended to accelerate
specific CRR2 measures and implement a new IFRS 9 transitional relief calculation which applies additional relief to increases in expected credit
losses (ECL) provisions arising as a result of the COVID- 19 pandemic

The resulting impact is the IFRS 9 transitional arrangements have been extended by two vears and a new modified calcuiation has been introduced.

Insurance capital
Available capital has remained above the SCR requirement during the period to 25 February 2023 and capital coverage of TU's SCR at the end of
February 2023 was 159.0% (2022: 151.0%} (unaudited).

During the year. the Group was compliant with the externally imposed capital requirements.

(b} Liquidity risk

Description of risk Management policy

The risk that Tesco Bank has insufficient liquidity resources to  Tesco Bank, including TU, operates within a liquidity risk management policy framewaork
meet its obligations as they fall due. Funding risk is the risk (LRMP} to ensure that sufficiert funds are avatlable at all times to meet dermands from
that Tesco Bank does not have sufficiently stable and diverse  depositors. to fund agreed advances. to meet other commitments as and when they falf
sources of funding. due. and to ensure risk appetite is met.

Liquidity and funding risks are assessed through the individual liquidity adeguacy
assessment process on at least an annual basis. Formal limits are set within the LRMP to
maintain liquidity risk exposures within the liquidity risk appetite set by Tesco Bank’s Board
of Directors and key liquidity measures are monitored on a regular basis. Tesco Bank
maintains a conservative liquidity and funding profile to confirm that it is able to meet

its financial obligations under normal and stressed market conditions.

The table below shows infoermation about the timing of cash outflows in relation to insurance claims liabilities. net of salvage and subrogation
recoveries. based on current best estimates. The estirmated phasing is based on current estimates and the actual timing of future settlement
cash flows may differ from that disclosed below:

2023 2022

£m % £m i
Due within one year 101 26 83 8
Due between two and five years 162 42 154 41
Due beyond five years 125 32 195 4
Total outstanding claims, net of salvage and subrogation recoveries 388 100 472 100
{c) Credit risk
Description of risk Management policy
Retait customer or counterparty to a wholesale transaction Te minimise the potential exposure to bad debts that are outside risk appetite. processes.
will fail to meet its obligations in accordance with systems and limits have been established that cover the end-to-end retail credit risk
contractually agreed terms and Tesco Bank will incur losses customer life cycle. These include credit scoring. affordability. credit poficies and guides,
as a result. and monitering and reporting. The Bank s also expesed to wholesale credit risk primarily

Credit risk principally arises from the Bank’s retail lending through its treasury activities.
activities but also from the placement of surplus funds with Controls and risk mitigants include daily monitoring of exposures, investing in

other banks and money market funds. investments in counterparties with investment-grade ratings, restricting the amount that can be invested
transferable securities and interest rate and foreign exchange with one counterparty and credit-rating mitigation technigues. Assessment of the
derivatives. expected credit ioss (ECLI on loans and advances to customers has taken into account a

In addition. credit risk arises from contractual arrangements  ange of macroecanomic scenarios.

with third parties where payments and commissions are due  Reinsurance assets are subject to annual impairment assessment based on the credit
to the Bank for short periods of time. ratings of the existing reinsurers which are monitored by TU's Reinsurance Committee.
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Notes to the Group financial statements continued

Note 27 Financial risk management continued
Maximum exposure to credit risk

The table below presents Tesco Bank's maximum exposure to credit risk Le. total gross exposure, by stages and by class of financial instruments.
For financial assets, the balances are based on gross carrying amouints. For loan commitments, the amounts represent the amounts for which

Tesco Bank is contractually committed:

Stage 1 Stage 2 Stage 3 Total
Not past <30 days >30 days
due past due past due Total
A1 25 February 2023 £m £m Em £m £m £m £m
Loans and advances to customers 5792 1555 40 24 1623 202 7.617
Investments at FVOCI 565 - - - - - 565
Investments in debt instruments at 883 - - - - - 883
amortised cost
Loan commitments - loans and 1.508 630 & - 696 8 12.212
advances to customers®
Total gross expesure 18,748 2,249 46 24 2,319 210 21,277
Loss allowance
Loans and advances to customers® 57 258 il 4 291 13 461
Investments at FYOCI® 1 - - - - - 1
Investments in debt Instruments at - - - - - - -
amortised cost
Total loss allowance 58 258 19 14 29 113 462
Net exposure
Loans and advances to customers 5,735 1.301 21 10 1332 89 7.156
Investments at FVOC) 564 - - - - - 564
Investments in debt Instruments at 883 - - - - - 883
amortised cost
Total net exposure 7.182 1.301 21 10 1,332 89 8,603
Coverage
Loans and advances to customers 1% 17% 48% 58% 18% 56% 6%

1a} The loss alowance in respect of loan commitments in relation to eredit card products is Included within the total loss allowance for loans and wdvances 1o customers above Lo the extent that it 15
betow Lhe gross carrying amount of 1oans and advances to customears. Where the loss aliowance exceeds the gross carrying amount . any excess is nCluded within provisions.
(b} The loss allowance for inve:stments at FVOC! 1s not recognised in Lhe carrying amount of the investments as the carrying amount is their fair vialue.

Stage ! Stage 2 Stage 3 Total
Net past <30 doys >30 days
due past due past due Total
At 26 February 2022 tm fm fm im fm £m im
Loans and advances to customers 5.973 797 22 18 835 201 7.009
Investments at FVOCI 585 - - - - - 585
Investments in debt instruments at 857 - - - - - 857
amortised cost
Loan commitments - loans and 12.029 325 2 1 328 [ 12,363
advances to customers®
Total pross exposure 19,444 1,122 24 17 1,163 207 20,814
Loss allowance
Loans and advances to customers? 95 247 10 266 128 489
Investments at FVOCI™ 1 - - - - - 1
nvestments in debt instruments at - - - - - - -
amortised cost
Total loss allowance 96 247 9 10 266 128 490
Net exposure
Loans and advances to customers 5.878 550 12 6 569 73 6.520
Investments at FVOC! 584 - - - - - 584
Investments in debt instruments at 857 - - - - - 857
amortised cost
Total net exposure 7,319 550 13 & 569 73 7,961
Coverage
Loans and advances 1o customers 2% 31% 41% 63% 32% 64% 7%

Refer to previous tabic for footnotes.

For reinsurance assets the maximum exposure to credit risk is their carrying amount. Refer to page 176 for the credit rating of the reinsurers.

Expected credit losses {ECL)

The ECL is determined by multiplying together the probability of default (PD), exposure at default (EAD) and loss given default (LGD) for the
relevant time period and for each asset category and by discounting back to the balance sheet date. The ECL caiculation and the measurement
of significant deterioration in credit risk both incorporate forward looking information using a range of macroeconomic scenarios. with key
variables being the Bank of England base rate. unemployment rate and gross demestic product. The key economic variables are based on

historical patterns observed over a range of economic cycles.
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The tables below present the reconciliations of ECL allowances on loans and advances to customers:

2023
Stage 1 Stage 2 Stage 3 Total
At 26 February 20273 £m £Em £m £m
Gross exposure 5.792 1.623 202 7617
Loan commitments 1.508 696 8 12.212
Total exposure 17,300 2,319 210 19.829
Allowance for expected credit losses
At 26 February 2022 (95) (2686) f128) (489)
Transfers:
Transfers from stage 1to stage 2 21 2n - -
Transfers from stage ? 1o stage 1 20 20 - -
Transfers to stage 3 3 21 24) -
Transfers from stage 3 a (2) 3 -
Movements recognised In the Group income statement:
Net remeasurement following transfer of stage 8 27 154} (73
New financial assets originated (25) B3} 7 (95)
Financial assets derecognised during the current financial year 6 5 3 14
Changes in risk parameters and other moverments 48 41 m 78
Other movements:
Write-cffs and asset disposals - 2 105 107
Transfers to provisions for liabilities and charges (2) 1] - {3)
At 25 February 2023 {57 281 {113} (467
Reconciliation to Group balance sheet
Gross exposure 5.792 1.623 202 7617
Allowance for expected credit losses {57 (291) (113) (461)
5,735 1,332 89 7.156
Fair value adjustment {75)
Carrying value at 25 February 2023 7,081
2022
Stage1 Stage 2 Stage 3 Total
At 26 February 2022 fm £m fm Lm
Gross exposure 5973 B35 20 7.009
Loan commitrments 12.029 328 6 12.363
Total exposure 18,002 1,163 207 19,372
Allowance for expected credit losses
At 27 February 2021 131} (341 (153) 625)
Transfers:
Transfers from stage 1to stage 2 19 9 - -
Transfers from stage 2 tc stage 1 {45) 45 - -
Transfers to stage 3 5 38 (43) -
Transfers from stage 3 2) (3) 5 -
Movements recognised in the Group income statement:
Net remeasurement following transfer of stage 34 2 (58) (36)
New financial assets originated {20 Q) (4} 34)
Financial assets derecognised during the current financial year 1B L 3 34
Changes in risk parameters and other movements 36 24 no} 50
Other movements:
Write-offs and asset disposals - 2 132 134
Transfers to provisions for liabilities and charges (5} (7} - (12)
At 26 February 2022 (95) (266} (128) (489)
Reconcitiation to Group balance sheet
Gross exposure 5.973 835 20 7.009
Allowance for expected credit losses (95) (266) {128} {489}
5,878 569 73 6,520
Fair value adjustment (30)
Cartying value at 26 February 2022 6,490
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Notes to the Group financial statements continued

Note 27 Financial risk management continued

Tesco Bank defines four classifications of credit quality for all credit exposures: high. satisfactory, low and below standard.

segmented according to the probability of default (PD), with credit impaired reflecting a PD of 100%.

Credit exposures are

12-month PD Stage 1 Stage 2 Stage 3 Total
At 25 February 2023 % £m £m £m £m
Loans and advances to customers:
High quality £3.02 5.598 742 - 6.340
Satisfactory guality >3.03-110 186 610 - 796
Low guality and below standard *NH 8 n - 279
Credit impoircd 100 202 202
5.792 1,623 202 7.617
12-month PD Stape 1 Stage 2 Stage 3 Total
At 26 February 2022 % £m fm tm fm
Loans and advances to customers:
High quality <3.02 5 666 300 - 5.966
Satisfactory quality >3.03 - 1110 288 390 - 678
Low quality and below standard 211 19 145 - 164
Creditimpaired 100 - - 201 201
5,973 835 201 7,009
Default

An account is deemed 1o have defaulted when Tesce Bank considers that a customer is in significant financial difficuity and that the custemer
meets certain quantitative and qualitative Criteria regarding their ability to make contractual payments when due. This includes instances where:

the customer makes a declaration of sighificant financiat difficulty;

- the customer or third-party agency communicates that it is probable that the customer will enter bankruptcy or another form of financial

restructure such as insolvency or repossession:;
- the account has been transferred to recoveries and the relationship is terminated:
- anaccount’s contractual payments are more than 90 days past due; or
- where the customer is deceased.

Aloan deemed uncoliectable is written off against the related provision after all of the necessary procedures have been completed and the

amount of the loss has been determined. Tesco Bank may write off loans that are still subject to enforcement activity. The outstanding

contractual amount of such assets written off was £115m (2022: £EY0m).

Significant increase in credit risk

At each reporting date, the change in credit risk of the financial asset is observed using a set of quantitative and gualitative criteria. together
with a backstop based on arrears status. For each financial asset, Tesco Bank compares the lifetime PD at the reperting date with the lifetime
PD that was expected at the reporting date at initial recegnition (PD threshold). Tesco Bank has established PD thresholds for each type of
product which vary depending on initial term and term remaining. A number of gualitative criteria are in place such as: forbearance offered to
customers in financial difficulty: risk-based pricing post-origination: credit indebtedness: credit limit decrease; and pre-delinquency information.
As a backstop. Tesco Bank considers that if an account’s contractual payments are more than 30 days past due then a significant increase in

credit risk has taken place.

Tesco Bank has commissioned four scenarios from its third- party provider: a Base scenario: an Upside scenario: and two different Downside
scenarios. The Base scenario assumes the continuation of war in Ukraine affecting energy prices and inflation. with GDP not expected toreturnto

pre-pandemic levels until G2 2025. The scenario projects cost-of-living pressures continuing, real disposable income declining and

unemployment peaking at 5.7% by Q4 2024. The Upside scenario sees a dissipation in glebal supply chain disruption and a peak unemployment
rate of 4.4% in 2024. while Downside scenaric 1 assumes a 7 3% unempioyment peak by 20256. Downside scenaric 2 postulates spikes in energy
prices, higher inflation and further deprecation of Sterling against the US Dollar. with subsequent GDP declines and a 9.6% unemployment peak in
2025. These scenarios are also reviewed to ensure an unbiased estimate of ECL by ensuring the credit loss distribution under alarger number of
scenarios is adequately captured using these four scenarios and their respective weightings. The Base, Upside. Downside 1and Downside 2

scenarios have been assigned weighting of 40%, 30%. 25% and 5% respectively.

The economic scenarios used include the following ranges of key indicators:

Base Upside: Downside: t Downside 2
As at 25 February 2023 (five-year average) AD% 0% 25% a%
Bank of England base rate*! 3.8% 3.0% 4.7% 5.8%
Gross gomestic product™ 1.0% 1.5% 0.4% 0%
Unemployment rate 5.2% 4.2% 6.5% 8.4%
Unemployment rate peak in year 5.4% 4.2% 6.8% 8.9%

Base Upside Downside Downside 2
As at 20 Februnry 2022 {five-yedr average) A% 0% 25% h%
Bank of England base rate® 1.0% 1.2% 0.7% 0.4%
Gross domestic product® 18% 2 2% 15% 1.2%
Unemployment rate 4.1% 3.9% 4.9% 6.3%
Unemployment rate peak in year 4.2% 3.9% 5.1% 6.7%

(al Simple average.
(b} Annual growth rates.
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Key assumptions and sensitivity

The key assumptions te which the Tesco Bank ECL is most sensitive are macroeconomic facters. probability of default (PD). loss given defauit
{LGDI. PD threshold (staging) and expected lifetime (revolving credit facilities). The table below sets out the changes in the ECL allowance that
would arise from reasonably possible changes in these assumptions from those used in Tesco Bank’s calculations as at 25 February 2023 and
excludes specific management overlays which are discussed further below:

Impact on the loss allowance

2023 2022
Key assumption Reasonably possible change £im £m
Closing ECL allowance 461 489
Macroeconomic factors {100% weighted) Upside scenario 159) (vayl
Rase scenario [4l} (13}
Downside scenario 1 65 kil
Downside scenario 2 161 10
Probability of default Increase of 10% {2022: 2.5%) 32 6
Decrease of 109% (2022; 2 5%} {31 (6)
Loss given defauft Increase of 2.5% 10 7
Decrease of 2.6% (10) 7
Probability of default threshold (staging) Increase of 20% 9) 9
Decrease of 20% 13 13
Expected lifetime (revolving credit facility) Increase of 1year 3 il
Decrease of 1year (5] (10)

Despite stabifity in the performance of the underlying portfolio, the increased risk from a high inflationary environment and cost-of-living crisis
creates uncertainty on future loss projections and the current model outputs. As a result. Tesco Bank has recognised certain specific
management overlays, to address the prevailing downside risks and ensure the potential impacts of future stress are adequately provided for,
detailed below:

2023 2022
Overlay Description of adjustment £m fm
Underestimation risk Risk that the beneficial impact of recent credit loss trends incorporated 68 -

into credit risk models are transftive and may reverse due to the
uncertain economic climate

Cost of living A portion of Tesco Bank's customers may be more impacted by cost-of- 22 75
living pressures. with deterioration in their ability to repay unsecured
lending balances

Consumer spending In respect of the beneficial modelling impact of lower consumer - n3
spending through the pandemic

Ernergence of customer defaults The emergence of defaults will be more aligned with previous economic - 19
downturns

War in Ukraine Further potentia! inflationary pressures on cost of living - [

Total overlays 20 213

Forbearance

Tesco Bank could be exposed to unacceptable levels of bad debt and also suffer reputational damage if it dic not provide adeguate support to
customers who are experiencing financial difficulties. Forbearance is relief granted by a lender to assist customers in financial difficulty. through
arrangements which temporarily allow the customer to pay an amount other than the contractual amounts due. These temporary arrangements
may be initiated by the customer or Tesco Bank where financial distress would prevent repayment within the original terms and conditions of the
contract. The main aim of forbearance is to support customers in returning to a position where they are able to meet their contractual obligations.

Tesco Bank has adopted the definition of forbearance in the European Banking Authority’s (EBA) final draft Implementing Technical Standards ([TS)
of July 2014 and reports all accounts meeting this definition. providing for them appropriately.

Tesco Bank has well defined forbearance policies and processes. A number of forbearance options are made available to customers. These
routinely, but not exclusively, include the following:

— arrangements to repay arrears over a period of time. by making payments above the contractual amount. that ensure the loan is repaid within
the original repayment term; and

- short term concessions, where the borrower is allowed to make reduced repayments (or in exceptional circumstances, no repayments) ona
temporary basis to assist with short-term financial hardship.

Gross loans and Forbearance programmes as a Froportion of forbearance
advances subject 1o proportion of total loans and programmes covered by alowance
forbearance programmes advances by category for expected credil losses
2023 2022 2023 2022 2023 2022
£m tm % it % Yo
Credit cards 102 106 3 3 49 51
Loans 30 39 1 1 3 a7
(d} Insurance risk
DGescription of risk Management policy

Risks accepted through the provision of insurance products  TU operates a separate risk framework with dedicated risk and compliance teams and 2

in return for a premium. exposed through the wholly-owned  suite of TU risk policies to ensure that the TU insurance portfolio is operating within agreed
subsidiary of Tesco Bank. TU. These risks may or may not risk appetite.

occur as expected and the amount and timing of these risks

are uncertan and determinerd hy events outsice of the

Group's control le.g. flood or vehicular accident).
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Notes to the Group financial statements continued

Note 27 Financial risk management continued
Types of insurance risk

Risks Description of risks Mitigation
Underwriting Policies not priced correctly due to underestimating  The Group has large numbers of policyholders with homogeneous

the frequency and/cr severity of the claims and/or
that payments are required under conditions that
were not snticipated.

exposures such as car and home policies. Products are priced
based on the Group's knowledge using past exposures, historical
losses (plus an appropriate allowance for IBNR losses) and external
data sources, with the appropriate adjustments to reflect
anticipated future market conditions and expenses.

Claims reserving

Estimates of insurance liabilities prove tc be
insufficient through inaccurate forecasting, adverse
random variation and acditional expenses.

The aim of the reserving policy is to provide estimates of
insurance liabilities that are accurate and reliable across each line
of business and are consistent over the time period required to
settle all the claims. Provisions are monitored on an ongoeing basis
by a Reserving Committee and the TU Board. and an annual
independent review is undertaken.

Claims management

Claims management risk may arise in the event of
inaccurate or incomplete case reserving or
settiemnent. poor customer service. claims fraud.
ineffective or inefficient claim processes or
excessive costs of handling claims.

The Group’s approach to claims management focuses upon
creating a successful balance between satisfying the needs of the
customer against control of the overall cost of the provision of
the service that meets those needs in agreement with its service
provider. Customers include both the insured as well as others
that believe the insured has breached a duty of care,

Reinsurance

Reinsurance contracts, placed to reduce exposure
10 specific risks, event and accumulations. fail to
perform as pianned and ¢o not reduce the gross
cost of claims in terms of the limits purchased.

by risks not being appropriately covered. by
reinsurance bad debts or by there not being gaps
inthe programme.

The reinsurance prograrmme is subject to considerable scenario
pianning and approved by the Reinsurance Committee and the
TU Board. All reinsurers in the reinsurance programme have a
minimum credit rating of A.

Concentration of insurance risk
Concentration of insurance risk may exist where a particular event or series of events could impact significantly upon the Group's liabitities. Such
concentrations may arise from a singie insurance contract or through a small number of related contracts. The foliowing are key categories of

concentration risks that might result in significant impacts to the Group:

Category Description Mitigation
High-severity, High-severity, low frequency events (e.g. natural Making appropriate allowance within the price calculated by
low frequency event disasters) represent a material risk as the occurrence  underwriters and by purchasing a reinsurance programme that
concentrations of such an event would have a significant adverse limits the impact of these events, using non-proportional

impact on TU's cash flows and profitability. reinsurance treaties to manage retention levels and the limits

of protection.

Geographic and Material geographical concentrations of risk exist The Group only writes policies in the UK. TU models its exposure to
demographic in property portfolios such that natural disasters this risk to estimate its probable maximum loss and purchases

concentrations

(e.g. floods) may give rise to a large number of
material damage and business interruption claims.

reinsurance to significantly reduce its exposure 1o such events.

Economic conditions

The insurance portfolic exposes a potential

accumulation of different risks in the event of difficult

economic conditions or more challenging paints in
the underwriting cycle.

The Group aims to ensure it charges the right premium for the
business underwritten and it focuses on maintaining prices in
such difficult market conditiens. It alse monitors claims closety
1o identify any that may be exaggerated or fraudulent.

Total aggregate
exposure

The total aggregate exposure that the Group is
prepared to accept in relation to concentrations
of risk.

The exposures are monitored cn a regular basis by reviewing
reports which show the key aggregations to which the Group is
exposed and by using a number of modelling tools to menitor
aggregation and simulate catastrophe losses in order to measure
the effectiveness of the reinsurance programmes, and to quantify
the net exposure. Additional stress and scenario tests are run
using these models during the year.

TU has carried out sensitivity analyses on the reasonably possible changes in its key business drivers, including interest yields, expenses and gross
loss ratio. as well as executing the stress and scenaric testing programme on the insurance risk as part of their contingency planning. These do
not indicate a material impact to the Group's overall financial position and performance.
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Note 28 Share-based payments

The table below shows amounts charged to the Group income statement in respect of share based payments:

2023 2022
£m £m

Income statement
Equity-settled share-based payment charge Mm 109
Cash-settled National Insurance contributions n 3
12 122

The tabie below shows amounts included in the Group cash flow statement in relation to share-based payments and own shares purchased for

share schemes:

2023 2022

£m Lm
Share-based payment charge included in operating profit/{loss) 112 122
Share-based payments non-cash movement 59 66
Increase/(decrease) in trade and other payables* 53 56
Inciuded in Group operating cash flows - i
Cash paid to purchase own shares including related fees and taxes (134) (s
Cash reraived from employees axercising SAYF nptions AR 47
Included In Group financing cash flows {86) (144}
¥ Shares withheld from employees in order to settie their tax fiability and National insurance
The table below presents the components of share based payments recognised in the Group statement of changes in equity:

2023 2022

£m £m
{Increase)/decrease in own shares heid* 157 139
Shares delivered to employees {157 (139
Cash received from employees exercising SAYE options 48 47
Share-based payments charge to the income statement 101 109
Movements in shares withheld to settle employee tax 4 -
Other movemnents 3 (5)
Increase/(decrease} to retained earnings {1 12
Included in the Group statement of changes in equity 156 151

*  Decrease in own shares held is the gross amount of shares that the employees are entitled to receive
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Note 28 Share-based payments continued
Share option, share bonus and incentive schemes

The Company had 10 share option schemes and four discretionary share award schemes in operation during the financial year, all of which are
equity settled schemes:

Arrangement Participants Term Vesting requirements

Savings-related option schemes

The Savings-related UK colleagues Three or five years. The options are capable of being exercised at the end of
Share Option the term at a subscription price of not less than 80% of
Scheme {1981) the average of the middle-market quotations of an

The Irish Savings- RO! colleagues Three or five years, Ordinary share cver the three dealing days Immediately
related Share QOption preceding the offer date.

Scheme (2000}

The Savings-related UK colleagues Three or five years.

Share Option

Scheme (2021)

The International
Savings-related
Share Option
Scherne (2021}

ROl colleagues

Three or five years.

The Booker Group

PLC Savings-Related

Share Option Plan
(2008} (Booker
SAYE)

Booker colleagues

Three years.

The options over Tesco Shares are capable of being
exercised at the end of the term at a subscription price
equivalent to not less than 80% of the average of the
middle-market quotations of a Booker Share over the
three dealing days immediately preceding the offer date.

Discretlonary option schemes®

The Executive

Incentive Plan (2014}

Selected senior
executives

Granted as a proportion of annual bonus following
the compietion of a required service period.
normally exercisable between three and 10 years
from the date of grant for nil consideration.

The Group Bonus
Plan

Selected senior
executives and
senior managers

Granted as a proporticn of annual bonus following
the compietion of a required service period and is
normally exercisable between three and 10 years
from the date of grant for nil consideration. No
further options will be granted under this scheme.

Dependent on the achievement of corporate
performance. individual targets and continuous
employment.

The Performance
Share Plan (2011}

Selected senjor
executives and
senior managers

Normally exercisable between the vesting datels)
set at grant and 10 years from the date of grant
for nit consideration. No further options will be
granted under this scheme.

The Long Term
Incentive Plan (2015}

Selected senior
executives and
senior managers

Normally exercisable between the vesting datels)
set at grant and 10 years from the date of grant
for nil consideration.

Conditional upon the achievement of specified
performance targets over a three-year period and/or
continuous employment.

The Booker Group
PLC Performance
Share Plan (2008)
(Booker PSP and
CSOP)®

Selected Booker
senior colleagues
(Booker)

Normally exercisable between the third
anniversary of the criginal date of grant and 10
years from the date of grant for nil consideration.
No further options will be granted under this
scheme.

Conditional upon the achievement of specified
performance targets over a three-year period and
continuous employment. Company Share Option Plan
options (CSOP options) which are linked to the Booker
PSP options are exercisable at a subscription price
equivalent to the market value of the Booker Shares at
the time of grant.

Discretionary share award schemes®

The Performance

Share Plan (2011} and

the Long Term
Incentive Plan (2021)

Selected senior
executives and
senior managers

Awards made under these plans will normally vest
on the vesting date(s) set on the date of the
award for nit consideration.

Conditional on the achievement of specified
performance targets over a three-year performance
period and/or continuous employment.

The Group Bonus
Plan and the

Deferred Bonus Plan

(z03g)

Selected senior
executives and
senior managers

Granted based on a percentage of salary. which is
determined by the achievement of corporate and
individual performance targets. The fair value of
shares awarded under these schemes is their
market value on the date of award. Expected
dividends are not incorporated into the fair vatue.

Conditicnal on completion of continuous employment
and achievement of corporate and individual
performance targets.

ta) Following completion of Lhe acquisition of Booker Group PLC by Tesco PLC. Booker colleagues etected to roliover their existing Gptions over Booker Shares under the Booker SAYE into equivalent
options aver Qrdinary shares in Tesco PLC fTesco Shares). and Booker senior colleagues ekected Lo roll over their existing Booker PSP and Booker CSOP Oplions over Booker Sharas into equivalent
options over Tesco Shares,

() The Exccutive: Directers participate in short-term bonus and long-term ingentive schemes designed 1o align their interests with those of shareholgers. Full details of these schemes can be found
in the Directors’ remuneration report.

te) Until 2017, nil-cost options were awarded to selected senior executives using the Group Bonus Plan and Parformance Share Plan, and conditional share awards were granted Lo selected senior
executives and senicr managers. Since 2018. condilional share awards have been granted to all eligible colleagues.
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The following tabies reconcile the number of share options outstanding and the weighted average exercise price (WAEP):

For the 52 weeks ended 25 February 2023

Irish Savings and international Booker Group PLC
Savings-redated Savings-related Nil cost Booker Group PLC Savings Performance Share
.. Share Option Schemes Share Optlon Schemas Share Optlon Schemes Redated Share Option Plan Plan Scheme
QOptions WAEP Optlons WAEP Options ‘WAEP Options WAEP Options WAEP
Outstanding at 26 February 2022 160,485,413 208.34 6,801,511 212.23  2.012.486 - 10,417 152.0 541,516 -
Granted 69.276.094 182.00 2.012.450 182.00 299.189 - - -
Forfeited {28.999.777) 216.86 (1.278.338) 214.54 - - 10.417} 152.0 (43.288) -
Exercised (24.725.935) 188.54 (811.418) 187.99 - - - 121.589) -
Qutstanding at 25 February 2023 176,035,795 199.35  6,724.207 205.67 2,111,675 - - - 366.639 -
Exercise price range (pence) 188.00to 168.00 to - - -
242.00 260.00
Weighted average remaining 2.83 2.53 3.27 - _
contractual life (years)
Exercisable at 25 February 2023 73.974 188.23 840 188.00 2,1M,675 - - - 366,639 -
Exercise price range (pence) 188.00to 188.00 to - - -
190.00 188.00
Weighted average remaining - - 3.22 - -

contractual life (years)™

* Contractual ife represents the period from award to the scheme end date. Certain schemes may be exercised kter than vesting date at the discretion of the individual.

Share opticns were exercised on a regular basis throughout the financial year. The average share price during the 52 weeks ended 25 February

2023 was 248.40p (2022: 254.05p),
For the 52 weeks ended 26 February 2022

Irish Savings and International

Booker Group PLC

Savings related Savings -related Nil cost Booker Group PLC Savings Performance Share
Share Option Schemes Share Dption Schermes. Share Option Schemes Related Share Option Plan Plan Scheme
QOptions WALP Options WAFP Options WAEF Opticns WALP Oplicns WAEP
Outstanding at 27 February 2021 166,407,076 193.86 7,586,269 194.35 7,217,383 - 686,755 152.58 860,757 -
Granted 37711601 242.00 1.440.203 260.00 217.095 - - - -
Forfeited (17.812.002) 20012 (1.212.568) 19182 - (151.253) 151.93 168.551 -
Exercised {25.881.262) 165.98 (1.012.393) 170.70 15.421.892} - (526.085) 152.78 250.6901
Outstanding at 26 February 2022 160.485.413 208.34 6,801,511 212.23 2,012,486 ~ 10,417 152.01 541.516 -
Exercise price range (pence) 151.00 to 168.00 o 137.45t0
242.00 260.00 15278
Weighted average remaining 2.68 259 4.22 0.49
contractual life lyearsi*
Exerciseble at 26 February 2022 2,014, 843 189.58 78,774 189.57 2.012.486 - 2. 149,09 541,516 -
Exercise price range (pence) 151.00 to 168.00 to - 137.45t0 -
190.00 190.00 152.78
Weighted average remaining 0.42 .42 422 0.41 -

contractual life (years)*

Refer to previous table for footnote,

The fair value of savings refated share options schemes is estimated at the date of grant using the Black-Scholes option pricing model. The
following table gives the assumptions applied to the options granted in the respective periods shown. NO assumption has been made 1o

incorporate the effects of expected early exercise.

2023 2022

SAYE SAYE
Expected dividend yield (34) 4.96-5.43 4.10-4.17
Expected volatility (%) 22.25-22.53 21.79-21.89
Risk-free interest rate (%) 3.564-3.59 1.38-1.39
Expected life of option fyears) 3ors 3o0rs
Weighted average fair value of opticns granted (pence) 46.32 3852
Probabitity of forfeiture (%} 7-9 7-10
Share price {pence) 202.35 268.50
Weighted average exercise price (pence) 182.00 242.00

Volatility is a measure of the amount by which a price is expected to fuctuate during a period. The measure of volatility used in the Group's
option pricing madels is the annualised standard deviation of the continuously compounded rates of return on the share over a period of time.
In estimating the future volatility of the Company’s share price, the Board considers the historical volatility of the share price over the most recent
period that is generally commensurate with the expected term of the option. taking into account the remaining contractual life of the option.
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Notes to the Group financial statements continued

Note 28 Share-based payments continued
The number and weighted average fair value (WAFV) of share bonuses granted during the financial year were:

2023 2022
Number WAFY Number WAFY
of shares pence of shares pence
Group Bonus Plan and Deferred Bonus Plan 19.076.406 265.58 10.713.313 23225
Performance Share Plan and Long Term Incentive Plan 22.817.3H 254.91 41.639.089 240.31
- - 2,336,887 723.35

Joining award*

* Joining award granted during the financial vear 1o Executive Directors under Listing Requirement 9.4.2.

Note 29 Post-employment benefits

Pensions

The Group operates a variety of post-employment benefit arrangements, covering both funded and unfunded defined benefit schemes and
defined contribution schemes.

Defined contribution
Defined contribution schemes are open tc all Tesco employees in the UK.

Under the Group's defined contributicn pension schemes. employees of the Group pay contributions to an independently administered fund.
into which the Group also pays contributicns based upon a fixed percentage of the employee’s contributions. The Group has no further payment
obligations once its contributions have been paid. Contributions paid for defined contribution schemes in continuing operations of £375m (2G22:
£361m) have been recognised in the Group income statement. This includes £143m (2022: £136m) of salaries paid as pension contributions.

Defined benefit schemes

The Group has a defined benefit pension deficit of £400m (2022: £303m deficit). and a defined benefit pension surplus of £6m (2022: £3150m).
comprising a number of schemes. The most significant schemes are for the Group's employees in the UK and RCI, which are ciosed to future
accrual. The defined benefit pension deficit in the UK represents 102% of the net Greup deficit. In the prior year. the defined benefit pension
surplus in the UK represented 103% of the net Group surplus.

United Kingdom
The principal plan within the Group is the Tesco PLC Pension Scheme (the Scheme). the assets of which are held as a segregated fund and
administered by the Trustee.

The Scheme is established under trust law and has a corporate trustee (the Trustee) that is required to run the Scheme in accordance with the
Scheme's Trust Deed and Rules and to comply with all relevant legislation. Responsibility for governance of the Scheme lies with the Trustee.
The Trustee is a company whose directors comprise:

1. representatives of the Group:
2. independent trustees; and
3. representatives of the Scheme participants, in accordance with its articies of association and UK pension law.

Scheme funding

The Group censiders two measures of the pension surplus/deficit. The accounting position is shown on the Group balance sheet. The funding
position. calculated at the triennial funding valuation, is used to agree contributions made to the schemes. The twc measures will vary because
they are for different purposes. and are calculated at different dates and in different ways. The key caiculation difference is that the funging
position considers the expected returns of scheme assets when calculating the liability. whereas the accounting. positicn calculated under 14519
discounts liabilities based on corporate bond yields.

The most recent completed trienmial funding valuation of the Scheme was performed as at 31 March 2022 using the projected unit credit method.
The funding position was a surplus of £0.9bn. The Scheme remained in a funding surplus as at 25 February 2023

Subsequent to this triennial funding valuation it was agreed that nc further pension deficit contributions wouid be required, with contributions
next expected to be assessed at the 31 March 2025 triennia! review. The Group was paying £25m per annum to meet expenses of the Scheme.
including the Pension Protection Fund levy. This expense payment fell to £17m per annum from October 2022, In addition the market value of
assets held as security in favour of the Scheme is at least £775m (2022: £775m).

The most recent Booker Pension Scheme triennial funding valuation showed a funaing deficit of £139m at 31 March 2022, with agreed
contributions of £17m per annum urtil the end of 2028. The most recent Budgens Pension Scheme trienniai funding valuation showed a funding
surplus of £0.4m at 31 March 2021. No contributions were required for the Budgens Scheme.

IFRIC 14
For schemes in an accounting surpius position, these surpluses are recognised on the balance sheet in line with IFRIC 14. as the Group has an
unconditional legal right to any future economic benefits by way of future refunds following a gradual settlement.

Tesco PLC Annual Report and Financial Statements 2023



Maturity profile of the defined benefit obligation

Financial statements

The estimated duration of the Scheme defined benefit obligation is an indicator of the weighted average term of benefit payments after
discounting. For the Scheme this 1s 18 years.

Around 39% of the undiscounted benefits are due 10 be paid beyond 30 years' time. with the last payments expected to be over 80 years from
now. The estimated undiscounted benefit payments expected to be paid out over the life of the Scheme are shown below.

The defined benefit obligation held by the Scheme is broken down as follows:

%
Deferred members 77
current pensicners 23
Risks
The Group bears a number of risks in relation to the Scheme, which are described below:
Risk Description of risk Mitigation
Investment The Scheme's defined benefit The Trustee and the Group regularly monitor the funding position and operate a
obligation is calculated usinga diversified investment strategy.
discount rate set with reference to The Trustee and the Group take a balanced approach to investment risk and have a
corporate bond yields. f the return on - 5na_term plan to significantly reduce the investment risk within the Scheme.
the Scheme's assets underperform . i . i )
this rate. the accounting deficit The Trustee considers climate risk as one of the key investment risks faced by the
willincrease. Scheme and has set up a Responsibie Investment Cormmittee to consider climate-
related issues refating to the Scheme.
IF the Scheme's assets underperform "8 ) i .
the expected return for the funding The Scheme has also made a commitment to aim for investments to be net zero by 2050.
vatuation, this may require additional Further details on the metrics, targets and actions taken in relation to climate risk can be
contributions to be made by the seen in the Scheme’s Climate Change Report.
Group.
Inflation The Scheme's defined benefit As part of the investment strategy. the Trustee aims to mitigate this risk through

obfigation is linked to inflation. A higher
rate of expected long-term infiation
wili therefore lead to higher liabilities,
both for the IAS 19 and funding liability.

If the Scheme’s funding liability
increases, this may require additional
contributions to be made by

the Group.

investment in a liability-driven investment (LDI} portfolio

The portfolic invests in assets which increase in value as inflation expectations increase.
This mitigates the impact of any adverse maovement in long-term inflation expectations.
The Scheme’s holdings are designed to hedge against inflation risk for most of the
funded liabilities.

Additionally, changes to future benefits were introduced in June 2012 to reduce the
Scheme’s exposure 1o inflation risk by changing the basis for calculating the rate of
increase in pensions to CPI (previously RPD.

Interest rate

A decrease in corporate bond yields in
isolation is expected toincrease the
accounting deficit. Similarly, a
decrease in gilt yields in isolation is
expected to have an adverse impact
on the funding position of the Scheme.
This may lead to additional
contributions being made by the
Group.

As part of the investment strategy. the Trustee aims to mitigate this risk through
investment in an LD! portfolio.

The portfolio invests in assets which increase in value as interest rates decrease. The
Scheme’s holdings are designed to hedge against interest rate risk for most of the
funded liabilities.

Because the aim of the portfolic is to mitigate risk for the funding pesition,
ineffectiveness in hedging for the accounting deficit can arise where corporate bond
and gilt yields diverge. This is partially offset by the Scheme’s holdings in corporate
bonds.

Using an LDI portfolio means a rise in interest rates can lead to collateral calls. The
Trustee and the Group regularly monitor and manage the ievel of liquidity to ensure it
rerains appropriate.

Life expectancy

The Scheme’s obligations are to
provide benefits for the life of the
member and so increases in [ife
expectancy will lead to a higher
defined benefit obligation.

To reduce this risk. changes to future benefits were introduced in June 2012 to increase
the age at which members can take their full pension by around two years.

The Trustee and the Group regularly menitor the impact of changes in longevity cn the
Scheme defined benefit obligation.

Tesco PLC Annual Report and Financial Statements 2023

181



Notes to the Group financial statements continued

Note 29 Post-employment benefits continued

The operations and audit pensions committee was set up in 2015 to further strengthen the Scheme’s Trustee governance and provide greater
oversight and stronger internal control over the Group's risks. The Group pensions committee was also set up in 2018 to provide an additional
layer of gavernance and risk management. Further mitigation of the risks is provided by external advisors and the Trustee who considers the
funding position. fund performance and impacts of any regulatory changes.

Scheme principal assumptions
Financial assumptions
The principal assumptions. on a weighted average basis, used by external actuaries to value the defined benefit obligation of the Scheme were as

frll s

2023 2022
% %
Discount rate 4.9 28
Price inflation 3.0 3.3
Rate of increase in deferred pensions” 26 29

Rate of increase in pensions in payment*
Benefits accrued before 1June 2012 Z9 31
Benefits accrued after 1 June 2012 2.5 2.8

* Inexcess of any puaranteed minmum pension (GMP) element.

Discount rate
The discount rate for the Scheme is determined by reference to market yields of high-quality corporate bonds of suitable currency and term to
the Scheme cash flows and extrapolated based on the trend observable in corporate bond yields.

Inflation
The inflation assumption is used to determine increases in pensians finked to RP1and CPl inflation within sections of the Scheme, subject to
relevant maximum and minimum increases.

RPI inflation is derived by reference to the difference between fixed interest and index-linked long term government bonds. To account for the
premium that investors are willing to pay to mitigate the risk that inflation is higher than expected. the inflation assumption incorporates an
inflation risk premium. CP! inflation is set by reference to RPL.

The Group uses a bifurcated approach to pre- and post-2030 assumptions, reflecting the impact of the RPI reforms from 2030 onwards.

In consultation with extermal actuaries, the inflation risk premium has been set at 0.3% p.a. pre-2030 and 0.5% p.a. post-2030. whichis a
weighted average of 0 43% (2022: 0.42%). The CPi differential has been set as 1.0% p.a. pre-2030 and 0.1% p.a. post-2030, which is a weighted
average of 0.48% lower than RPI (2022: 0.39%).

Mortality assumptions
The Trustee’s actuary conducted a mortality analysis of the Scheme as part of the triennial funging valuation process. Subsequent to this analysis.
the Group adopted the best estimate assumptions for the calculation of the defined benefit obligation for the main UK scheme.

The mortality assumptions used are based on tables that have been projected to 2018 with CMI 2020 improvements. In adgition. the allowance
for future mortality improvements from 2018 has been updated to be in line with CMI 2021, with a long term improvement rateof 1.25% p.a. and a
10% weighting applied to both 2020 and 2021 data. reflecting the expectation that the COVID 12 pandemic has had an impact on future life
expectancies.

The base tables used in calculating the mortality assumptions are different for various categories of members. as shown below:

Pensionar Non-Pansioner
Male Staff 96% of 5APS 53 Normal Heavy 100% of SAPS 53 Normal Heavy
Senior Manager N2% of SAPS 53 Normai Light 113% of SAPS 53 Normal Light
Female Staff 105% of SAPS 83 Normal Heavy 109% of SAPS 53 Normal Heawy
Senior Manager 87% of SAPS §3 All Middle 87% of SAPS 53 All Middle:

Tne foliowing table illustrates the expectation of life of an average member retiring at age 65 at the balance sheet date and a member reaching
age 65 at the balance sheet date +25 years. A comparison between the two retiree dates illustrates the expected improvements in mortality
over the next 25 years.

2023 2022

Years Years

Retiring at the balance sheet date at age 65: Male 200 208
Female 225 224

Retiring at the balance sheet date +25 years at age 65 Male 214 221
Female 24.2 241
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Sensitivity analysis of significant actuarial assumptions
The sensitivity of significant assumptions upon the Scheme defined benefit obligation are detailed below:

2023 2022

Discount rate Inflation rate Discount rule Inflation rate

Financial assumptions - Increase/{decrease) in UK defined benefit obligation £m £m m fm
Impact of 0.1% increase of the assumption (213) 20 {404) 367
Impact of 0.1% decrease of the assumption 276 (201) 404 (349
Impact of 1.0% increase of the assumption (1.527) 2147 13.467) 3.889
impact of 1.0% decrease of the assumption 2.498 {1.783) 4732 (3.173)
2023 2022

Mortdlity assumptions - Increase/idecrease! in UK defined benefit obligation £m £m
Impact of 1year increase in longevity 364 697
Impact of 1 year decrease in longevity {402} (715)

The sensitivities reflect the range of recent assumption movements and illustrate that the financial assumption sensitivities do not meve in a
linear fashicn. Movements in the cefined benefit obligation from discount rate and inflation rate changes may be partially offset by
movements in assets.

Overseas
The Group operates defined benefit schemes in RCI. An external actuary. using the projected unit credit method. carried out the latest
assessment of the ROI schemes as at 25 February 2023. At the financial year end, the accounting deficit relating to RO! was £nil {2022: £97m).

Post-employment benefits other than pensions
The Group operates a scheme offering post-retirement healthcare benefits. The cost of providing these benefits has been accounted foron a
simitar basis to that used for defined benefit pension schemes.

The accounting deficit as at 26 February 2023 of £4m (2022: £6m) was determined in accerdance with the advice of external actuaries.
During the current financial year. £nil (2022: £nil) has been charged to the Group income statement and £nil (2022: £nil) of benefits were paid.

Plan assets
The Group's pension schemes hold assets that both provide returns and mitigate risk, including the volatility of future pension payments.

The table below shows a breakdown of the combined investments held by the Group's schemes:

2023 2022
Quioted Unquoted Total Quoted Unquoted Total
£m £m £m %% £m £m £ %
Equities
UK 32 - 32 - 136 - 136 1
Eurcpe 76 - 76 1 691 - 691 3
Rest of the world 516 - 516 4 3.492 - 3.492 16
624 - 624 5 4,318 - 4,319 20
Bonds
Government 363 - 363 3 1.394 - 1.394 3]
Corperates - investment grade 570 - 570 4 3.376 - 3.376 15
Corperates - non-investment grade 21 - n 2 1.123 - 1123 5
1,144 - 1,144 9 5,893 - 5,893 26
Property
UK s 1.094 1.096 8 94 1.514 1.608 7
Rest of the world 2 567 569 4 7 550 557 2
4 1,661 1,665 12 101 2,064 2,165 9
Alternative assets
Hedge funds - 64 64 - - 31 3 1
Private equity - 1.032 1.032 8 - 1.509 1.509 7
Other 162 1.793 1.955 15 218 1.775 1.997 9
162 2,889 3,061 23 218 3,599 3,817 17
LDi portfolio 8,173 (2,491) 5,682 44 5,163 (4) 5,159 23
Cash 859 - 859 7 1,037 - 1,037 5
Total fair value of plan assets 10,966 2,059 13,025 100 16,731 5,659 22,390 100

Quoted assets are those with a quoted price in an active market. Unquoted assets are valued in accordance with IFRS 13, using the most
appropriate level within the fair value hierarchy based on the specifics of the asset class. and in line with industry standard guidelines. including
the RICS methodology for property and the IPEV guidelines for private equity.

The LDI portfolio consists of assets. including gilts and index-linked gilts, cash and money market funds of the value of £8.376m (2022: £8 986m)
and associated repurchase agreements and swaps of £{2.694)m (2022: £(3.827Im). Other alternative assets include infrastructure and private
credit investments. Other derivatives are included in the asset category to which they relate. refiecting the underlying nature and exposure of the
derivative. The fall in fair value is attributable to the increase in gilt vields during the year.

The plan assets include £240m (2022: £244m) refating to property used by the Group. Group property with net carrying value of £783m
(2022: £914m) (refer to Note 11) and a value to the Scheme of at least £775m (2022: £775m) is held as security in favour of the Scheme.
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Note 29 Post-employment benefits continued

Movement in the Group pension surplus/{deficit} during the financial year

Fair value of plan assets

Defined benefit obligation

Net defined benefit surplus/igeficit)

2023 2022 2023 2022 2023 2022
£m £m Em im £m £m
Opening balance 22,390 20,082 (19,543) {21,304) 2,847 1,222)
Current service cost - - (24) (39 (24) (39)
Settlement charge® - - - )} - n
Finance income/(cost) 607 3 1527) {413} 80 (22}
Included in the Group income statement 607 3N (551) {453) 56 (62)
Remeasurement gain/(loss):
Financial assumptions gain/(loss) - - 7.652 1.881 7.652 1.881
Demographic assumptions gain/iloss} - - 1228) 21 (228) 21
Experience gain/{loss) - - (1.244) {212} 1.244) (212)
Return on plan assets exciuding finence income 19.518} 2.385 - - 19.518) 2.385
Foreign currency translation 15 {9 ng 13 13) 4
Included in the Group statement of comprehensive (9,503} 2,376 6,162 1,703 (3,341) 4,079
income/ (loss)
Member contributions - ? - (2} - -
Empiloyer contributions 24 33 - - 24 33
Additional employer contributions 20 16 - - 20 18
Benefits paid (513} (502) 516 505 3 3
Scheme settiement - (8) - 8 - -
Other movements (468} (459) 516 51 47 52
Closing balance 13,025 22,390 (13,4186} {19,543} (391 2,847
withholding tax on surplus® 3) -
Closing balance, net of withholding tax (394) 2.847
Consisting of:
Schernes in deficit (400) (303)
Schermes in surplus® 6 3.150
Deferred tax asset/lliability] 130 (726]
Surplus/{deficit) in schemes at the end of the year, (294) 21
net of deferred tax
ta) Setlerment charge on Landis Scheme buy-out in 2022
b} Recognised through other comprehensive income in remeasurements of defined benefit pension schemes.
fe) In 2023, schemes in surplus in the UK are presented on the balance sheet nel of a 35% withholding tax.
Note 30 Share capital and other reserves
Share capital
2023 2022
Ordinary shares of 8 Vap each Ordinary shares of € ¥p each
Number £m Nurmber im
Allotted, called-up and fully paid:
At the beginning of the year 7,637,986,531 484 7,731,707,820 490
Shares cancelled (319.645.336) 21 {93.721.289) B}
At the end of the year 7,318,341,195 463 7,637,986,531 484

No shares were issued during the current financial year in relation to share options.

The Group has a share ferfeiture programme, foliowing the completion of a tracing and notification exercise to any shareholders who have not

had contact with the Company over the past 12 years, in accordance with the provisions set out in the Company’s Articles of Association.

Under the share forfeiture programme. the shares and dividends associated with shares of untraced members are forfeited, with the resulting
proceeds transferred to the Group to use for good causes in line with the Group’s corporate responsibility strategy. During the current financial
year, the Group received Enil (2022: £nil) proceeds from sale of untraced shares and £5m {2022: £nil) write back of unclaimed dividends. which
are reflected in share premium and retained earnings, respectively.

As at 25 February 2023, the Directors were authorised. on behalf of the Company. to purchase up to a maximum in aggregate of 762.0 million

(2022: 773.2 million) Ordinary shares untl! the conclusion of the 2023 AGM.

The nelders of Ordinary shares are entitled ta receive dividends as declared from time to time and are entitled to one vote per share at general

meetings of the Company.
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Other reserves
The table below sets out the movements in other reserves:

Capital own
recemption Hedging Translation shares Merger
reserve resarve® reserve held reserve Total
£m £m £m Em Em £m

At 26 February 2022 22 130 202 {365) 3.090 3.079
Other comprehensive income/(loss)
Retranslation of net assets of overseas subsidiaries. joint ventures and - - 120 - - 120
associates. net of hedging instruments
Gains/flusses) un cash Mow Ledpes G3 G3
Cash flow hedges reclassified and reported in the Group income statement - 61) - - - B
Tax relating to components of other comprehensive income (Note 6) - 22 - - - 22
Total other comprehensive income/lloss) - 24 120 - - 144
Inventory cash flow hedge movements
[Gains)/losses transferred to the cost of inventory - (127) - - - (127)
Total Inventory cash flow hedge movements - (127 - - = (127
Transactions with owners
Own shares purchesed for cancellation - - - (758) - (758)
Own shares cancelled 21 - - 795 - 816
Own shares purchased for share schemes - - - 188) - (188)
Share-based payments (Note 28) - - - 157 ~ 157
Total transactions with owners 21 - - 6 - 27
At 25 February 2023 43 27 322 (359) 3,090 3,123
*  Movements in cost of hedging reserve is £nil 12022 £nil) and balance at 25 February 2023 is £nil (2022, fnil}

Capital Own

regemption Hedging Transiation shares Merger
reserve roserve™ FOSOTVE hold o5CIvVe Total
£m £m £m im m £m

At 27 February 2021 16 20 175 (188) 3,090 3,183
Other comprehensive income/(loss)
Retransiation of net assets of overseas subsidiaries. joint ventures and - - {39) - - (39)
associates. net of hedging instruments
Movements in foreign exchange reserve and net investment hedging on - - 66 - - 66
subsidiary disposed. reclassified and reported in the Group income
staternent
Gains/losses) on cash flow hedges - 77 - - - 77
Cash flow hedges reclassified and reported in the Group income statement - (45) ~ - - 45)
Tax relating to components of other comprehensive income (Note 6) - (22) - - - {22)
Total other comprehensive income/{loss) - 10 27 - - 37
Inventory cash flow hedge movements
(Gains)/losses transferred to the cost of inventory - 30 - - - 30
Total Inventory cash flow hedge movements - 30 - - - 30
Transactions with owners
COwn shares purchased for cancellation - - - (301 - {301
Cwn shares cancelled B - - 264 - 210
Cwn shares purchased for share schemes - - - 279) - {279
Share-based payments {Ncte 28) - - - 139 - 139
Total transactions with owners 6 - - armn - 07
At 26 February 2022 22 130 202 (365} 3,090 3,079

Refer to previous table for foolnote.

Own shares held

The own shares held represents shares in Tesco PLC purchased from the market and held by the Tesco International Employee Benefit Trust 1o
satisfy share awards under the Group's share scheme plans (refer to Note 28). and shares purchased for canceliation as part of the share buyback
programme. Shares purchased for canceliation are included in own shares held until canceliation, at which point the consideration is transferred to
retained earnings. and the nominal value of the shares is transferred from share capital to the capital redemption reserve. Own shares held can
include equity elements of forward contracts where the Group has an obligation to purchase its own shares.

The table below presents the reconciliation of own shares purchased for cancellation between the Group statement of changes in equity and the
Group cash flow statement:

2023 2022
Own shares purchased for cancellation £m £m
Included in the Group statement of changes in equity™ {758] (301
Payments in relation to prior year financial liabilities (23) -
OQutstanding amount recognised as financial liabitities'™ - 23
Included in the Group cash flow statement™ (781} {278)

@) 319.6 million 12022 93.7 million) shares were cancelled. representing 4.4% of the called-up share capital as at 25 February 2023 (2022: 1.2%). This includes 4.8 million shares purchased not yet
canceliked as at 26 February 2022 with (otal consideration of f14m The total consideration of £795m (2022 £264m}. including expenses of S'9m (2022, £Im). was charped to retaincd camings.

{b! During the financial year, the agsregate nomina! value of shares cancelled and transferred 10 the capital redemption rescrve was £21m (2021: £6m).

ic] Shares ta be delivered under a share repurchase agreement with an external bank. included in other payables.

(d) 314 8 million (2022- 98.5 miltion) shares purchased at an average price of £2.48 per share (2022. £2.82).
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Note 30 Share capital and other reserves continued
The table below presents the reconciliation of own shares purchased for share schemes between the Group statement of changes in equity and
the Group cash flow statement:

2023 2022
Own shares purchased for share schemes £m tm
Included in the Group statement of changes in equity (188) (279)
Payments in relation to prior year financial liabilities {501 -
Outstanding amount recognised as financial liabilities* 55 50
Shares withheld to settie employee tax 43 38
Cach received from employees axercining SAYE options 48 17
Included in the Group cash flow statement (86) {144)

*  Afinancial liability of £55m (2022 £50m) in respect of sharcs Lo be delvered under a share repurchase agreement with an external bank is Included in other payables.

The number of Ordinary shares held by the Tesco International Employee Benefit Trust at 25 February 2023 was 55.6 million (2022: 4.9 million).
This represents 0.76% of called up share capital at the end of the year {2022: 0.65%).

Capital redemption reserve
The capital redemption reserve relates to the repurchase and cancellation of shares of the Company. During the financial year. the aggregate
nominal value of shares cancelled and transferred to the capital redemption reserve was £21m (2022: £6m).

Mcrger reserve
The merger reserve represents the difference between the market value and norninal value of shares issued for the acquisition of Booker on

2 March 2018.

Note 31 Related party transactions
Transactions between the Company and its subsidiaries, which are related parties. have been eliminated on consclidation and are not disciosed
in this note. Transactions between the Group and its joint ventures and associates are disclosed below:

Transactions
Joint ventures
2023 2022
£m £m
Sales to related parties 599 501
Purchases from related parties 122 n
Dividends received 14 32
Injection of equity funding 10 1

Sales to related parties consist of service/management fees and ioan interest.

Transactions between the Group and the Group's pension plans are ¢isclosed in Note 29.

Balances
Joint ventures.
2023 2022
£m tm
Amounts owed to related parties {7} 1))
Amounts owed by related parties 27 36
Lease labilities payable to related parties® {1.950} (2.335
Loans to related parties (net of deferred profits/® 106 105

(al Lease lisbiiities payable 1o related parties represent leases enterexd into by the Group for properties held by joint ventures Refer to Note 12 for further gedails
(b} Loans to related parties of (106m (2022 £105m) are presented net of deferred prefits of £38m (2022, £38ml. historically arising from the safe of property assets to joint ventures,
Refer to Note 13 for further details, For loans 1o refated parties. a 12-month expected credit loss (ECU sliowance is recorded on initial recognition. In the current and prior financial years, the ECL
allowance was immateriai.
Amounts owed to and owed by related parties are measured at amortised cost and the carrying values approximate fair value. The undiscounted
cash fiow amounts owed to related parties are due within one year and do not differ from the amounts included in the table above.

There were no transactions or balances held with associates in the current or prior financial year.

A number of the Group's subsidiaries are members of one or more partnerships to whom the provisions of the Partnerships (Accounts)
Regulations 2008 apply. The financial statements for thase partnerships have been consolidated into these financiat statements pursuant to
Regulaticn 7 of the Regulations.
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Transactions with key management personnel
Members of the Board of Directors and Executive Cormmittee of Tesco PLC are deemed to be key management personnel.

Cost of key management personnel compensation for the financial year was as follows:

2023 2022
£m im
Salaries and short-term benefits 23 2
Pensions and cash in lieu of pensions ! z
Share-based payments 21 24
Joining costs and loss of office costs — z
45 49

Attributable to:
The Board of Directors (inciuding Non-executive Directors) 13 "
Executive Committee (members not on the Board of Directors) 32 38
45 49

During the year, 7,730.565 (2022: 8.946.423) performance shares and 2.807.091{2022: 1,1778.795) bonus shares were granted to key management
personnel under the Performance Share Plan and Deferred Bonus Plan 2019, respectively. Vesting will be conditional on the achievement of
specified performance targets over a three-year performance period and/or continuous employment. The cost ¢of these awards will be spread
over the vesting period.

Of the key management personnel who had transactions with Tesco Bank during the financial year, the following balances were held at the
financial year end:

Credit card, mortgage and Current and saving
perscnal loan balances de:posil accounts
Number of kay Number of key
management management
personnel £m persannet £m
At 25 February 2023 6 - [ 1
At 26 February 2022 ] - 4 -

Note 32 Analysis of changes In net debt

Net debt, as defined in the Glossary. excludes the net debt of Tesco Bank but includes that of discontinued operations. Balances and movements
inrespect of the total Group and Tesco Bank are presented to allow reconcilistion between the Group balance sheet and the Group cash flow
statement.

2023 2022

Group Bank Retail Group Bank Retail

£m £m £m £m m fm

Bank and other borrowings. excluding overdrafts (6.451) 1375) (6.076) (6.825) {481) 6.344)
Lease liabilities {7.727) (23) (7.704) 7.958) (26} (7.932)
Net financing derivatives 472 {9 481 553 6} 559
Share purchase obligations (55) - (55} (73} - (73}
Liabilities from financing activities {13,761) (407 (13,354) (14,303) {513) (13,790)
Cash and cash equivalents in the batance sheet 2 465 444 2.02 2,345 789 1.556
Qverdrafts* 1900) - (900) (574) - 1574)
Cash and cash equivalents (including overdrafts) in the 1.565 444 1127 17N 789 982

cash flow statement.

Short-term investments 1.628 - 1.628 2.076 - 2.076
Joint venture loans 106 - 106 105 - 105
interest and other receivables 8 - 8 1 - 1
Net operating and investing derivatives 71 14 {43) 75 24 51
Net debt of disposal group (14) - (14) na) - (14)
Less: Share purchase obligations 55 - 55 73 - 73
Net debt APM 10,493) (10,518)

* Overdraft balances are included wit hin borrowings in the Group balance sheet and wilhin cash and cash equivalents in the Group cash flow statement Refer to Nole 18
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Note 32 Analysis of changes in net debt continued
A reconciliation between movements in Net debt and the Group cash fiow statement is presented below:

2023 2022
£m £m
Opening Net debt (10,516) {1,855)
Change in liabilities from Group financing activities 2.327 1.359
Less: Change in cash flows arising from share purchase obligations (886) (278)
Less. Change in cash flows from Tesco Bank financing activities (i} (25)
Change in Net debt from financing activities 1,330 1,056
Het imerease,[decrcase) in Retall cash ond cash equivalents including overdrafts” 173 221
Interest paid on components of Net debt 6543 645
Interest received on components of Net debt {70 3)
Net increase/(decrease) in short-term investments (457} 1.067
Net increase/(decrease) In joint verture loans 1 4
Change in cash flows from cperating and investing derivatives 48} -
Other changes in Net debt from cash flow activities 248 1,492
Retail net interest charge on components of Net debt (558) {632)
Retail fair value and foreign exchange movements of Net debt (254) 199
Retall cther non-cash movements B97) (492)
Acquisitions and disposals (46) (184)
Change in Net debt from non-cash movements (1,555) {1,109)
Closing Net debt [10,493) {10,516)

*  Net increase/ldecreasel in Retall cash and cash equivalents including overdrafls includes £nil (2022 £35m) movement in cash and cash equivaients of discontinued operations and £(1im (2022
£{4)my intragroup funding and intercompany transaclions.

The table below sets out the movements in liabilities arising from financing activities:

Bank and other
borrowings, axctuding Met financing Share purchase Liabilities from Group
averdrafts Lease liabilities derivatlves™” obligations™ financing activities<
£m £m £m £m £m
At 26 February 2022 (6,825) (7,958) 553 [73) {14,303)
Cash flows arising from financing activities 709 593 139 886 2.327
Cash flows arising from operating activities:
Interest paid 24 373 44 - 658
Non-cash movements:
Fair value gains/{losses) 199 - {1701 - 29
Foreign exchange 60) 45) - - (208)
Interest income/(charge) (227 (373) (55) - 1655)
Acquisitions and disposals® {388) 381 (39 - (46)
Lease additions. terminations. - 1698} - - 698)
moedifications and reassessments
Share purchase agreements - - - {868) (868)
At 25 February 2023 6,451) (7,727} 472 (55) (13,761

{a) Net financing derivatives comprise those dervatives which hedge Lhe Group's exposures in respect of lease labilities and borrowings. Net operating and investing dervatives, which form part of
the Group's Not debt APM. are nol included.

{b) Share purchase oblipations form part of the liabilities arising from the Group's financing activilies. but o not form part of Net debt. Cash flows anising from financing activities exclude £(29m
(2022 £1191im) cash outfiows relating 1o other cancellable arrangements and L48m (2022 £47m] cash received from employees exercising SAYE options.

Ic} Liabilities from Group financing activities are represented to include iabilities from share purchase obligations of £{55)m (2022: £(73hm) and exclude net operating and Investing dertvatives of £1m
(2022: 575m).

{d) Acquisitions and disposats include a derecognition of £385m of lease labilities and an increase of £{384)m in borrowings 4nd £(39)m in net financing derivatives from the aceuisition of The Tesco
Dorney Limited Partnership Refer to Note 33

Bank and other

borrowings. excluding Share purchase Liabilities from Group
overgrafis tease iiatilities  Net financing derivatives obligationg® financing activities<
m 1m im fm £m
At 27 February 2021 {6,736) {(8,402) 521 - 14,617
Cash flows arising from financing activities 381 577 123 278 1.359
Cash flows arising from operating activities:
Interest paid 202 405 36 - 643
Non-cash movements:
Fair value gains/{losses) 82 - (301 - 52
Foreign exchange 61 14 - - 75
Interest income/(charge) (209) {405) (33) - 647)
Acquisitions and disposals (60E) 355 G4} - {319}
Lease additions, terminations. - {492) - - (492)
maodifications and reassessments
Share purchase agreements - - - (387) {351
Discontinued operations - o - - no)
At 26 February 2022 6,825) (7,958) 553 73) {14,303)

Refer to previous table for footnotes
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Note 33 Acquisitions

Acquisition of property joint venture - The Tesco Dorney Limited Partnership

On 6 Cctober 2022, the Group obtained control of The Tesco Dorney Limited Partnership (the partnership), previously accounted for as a joint
venture, through the acquisition of the cther partner’s 50% interest for £40m. The Group paid £12m stamp duty on the acquisition. The
partnership had bond and derivative liabilities. and long leased four stores and three mixed use sites anchored by stores which the partnership
previously leased to the Group. The Group in turn subleases certain commercial units and residential accommodaticn to third parties. The
acquisition, which has been treated as an asset acquisition. increased the Group’s owned and leased property portfolio and borrowings,
replacing the Group's associated right of use assets and lease liabilities.

The table below sets out the values to the Group in respect of obtaining control of the partnership:

Notes £m
Property, plant and equipment i 248
Right of use assets 12 70
Cash and cash equivalents 12
Other working capital (3
Borrowings 32 {384)
Derivative liabilities 32 (39)
Total assets and l{abilities acquired {96)
Consideration paid 40
Stamp duty paid 12
Derecognition of the Group's lease liabilities with the partnership 32 {385)
Derecognition of the Group's right of use assets with the partnership 12 198
Derecognition of the Group's finance lease receivable 39
Total cost* [96)

*  The carrying value of the pre-existing joint venlure inlorest was Lnil,

The Group recegnised the following gains and fosses as an adjusting item within cost of sales in the Group income statement. The related tax
charge on acquisition of £29m has also been classifiec as an adjusting item. Refer 1o Note 4 for further details.

Notes. £m
Impairment of property. plant and equipment acquired 4 {7)
Total adjusting gain/{loss} within cost of sales [vy]
Taxation - adjusting item 4 (29)
Total adjusting galn/{loss} after taxation (36)
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Note 34 Commitments and contingencies

Capital commitments

At 25 February 2023. there were commitments for capital expenditure contracted for, but not incurred. of £200m (2022: £193m), principafly
relating to store development.

Subsidiary audit exemptions
The following UK subsidiary undertakings are exempt from the requirements of the Companies Act 2006 (the Act} relating to the audit of
individual accounts by virtue of section 479A of the Act.

Company Company Comparny
Name number Name number Name: number
Booker Group Limited 5145685 Tapesilver Limited 5208362 Tesco Gateshead Property Limited 8312532
Booker Wholesale Heldings Limited 5137980 Tesco Aqua (GP) Limited 5721654 Tesco Maintenance Limited 6003554
Buttoncase Limited 5298561 Tesco Atrato (iLP} Limited 6969529 Tesco Mobile Communications Limited 4780729
Gillons Newsagents Limited 140624 Tesco Atrato (GP) Limited 6969536 Tesco Mobile Services Limited 4780734
Giant Booker Limited 65519 Tesco Blue (3LP) Limited 10127682 Tesco Navona (1LP) Limited 7456436
Launchgrain Limited 5260856 Tesco Brislington Limited 10701640 Tesce Passaic (ILP) Limited N21667
Makro Holding Limited 4310463 Tesco Bury Limited 3854371 Tesco Property Partner (GP No.2) 5179150

Limited
Makro Properties Limited 1273672 Tesco Distribution Holding 3193655 Tesco Property Partner [GP) Limited 4945955
Limited

Oakwood Distribution Limited 5721635 Tesco Dorney (1LP) Limited 8255488 Tesco Property Partner iNo 1) Limited 45458945
Spen Hill Developments Limited 4827219 Tesco Dorney (GPJ Limited 8255493 Tesco Red (GP) Limited 5721630
Spen Hill Management Limited 2460426 Tesco Family Dining Limited 8514605 Tesco Sarum (1LP) Limited 7849948
Spen Hill Properties (Holdings) PLC 2412674 Tesco Food Sourcing Limited 7502086 Tesco Sarum (GP) Limited 78498827
Spen Hill Regeneration Limited £418300 Tesco Freetime Limited 4345023 Tesco TLB Properties Limited 3152425
T & S Stores Limited 1228935 Tesco Fuchsia (3LP) Limited 10127851

Tesco PLC will guarantee ali outstanding liabilities that these subsidiaries are subject to as at the financial year ended 25 February 2023 in
accordance with section 479C of the Act, as amended by the Companies and Limited Liability Partnerships (Accounts and Audit Exemptions
and Change of Accounting Framework) Regulations 2012. In addition. Tesco PLC will guarantee any contingent and prospective labilities that
these subsidiaries are subject to.

Tesco Bank
At 25 February 2023, Tesco Bank had contractual lending commitments totalliing £12.2bn (2022: £12.4bn}. The contractual amounts represent
the amounts that would be at risk should the available facilities be fully drawn upon and not the amounts at risk at the reporting date.

Contingent liabilities

As previously reported. Tesco Stores Limited (TSL) {along with all the major supermarkets) has received claims from current and former hourly-
paid store colleagues alleging that they do work of equal value to that of colleagues working in its distribution centres and that differences in
terms and conditions reiating to pay are not objectively justifiable {the Equal Pay Claims). The claimants are seeking the differential between the
pay terms looking back, and equivalence of pay terms moving forward. As at the date of this disclosure. there are approximately 42.000 claims
against TSL. with the number of claims expected to continue to increase as the litigation progresses.

UK equal pay law provides that an employee is entitled to the same terms in relaticn to pay as those of a comparator of the opposite sexin the
same employment if they are employed to do work of equal value. The legisiation achieves this by implying a clause into the contract of
employment. which has the effect of importing into the employee’s contract the more favourable termis) of the comparator.

Equal pay claims are typically heard in three stages and the claimants have to win at every stage in order to succeed. The first stage is
comparability, which is effectively a technical gateway to the claims proceeding. The claimants have to show that there is a valid basis in law for
comparing their pay and the pay of any comparator. One of the legal bases here is that pay terms are set by the same body. Following a European
court ruling on this. TSL has made a concession on comparability.

The second and third stages are an equal value assessment and the consideration of TSL's material factor defences (non discriminatory reasons
for differentials in pay terms) to any claims which succeed at the equal value assessment stage. Completion of these two stages is a lengthy
process and likely to take many years with hearings and appeais a part of that process. A final date is impossible to predict with any certainty and
any final decision may be delayed further by any final appeals.

At present. the tota) number of Equal Pay Claims that may be received, the merits, and likely outcome of those claims and of TSL's defences to
them. and the potential impact on the Group. are subject to various and substantial uncertainties. There are multiple factual and legal defences
1o these claims and the Group intends to defend them vigerously, while at the same time taking appropriate steps to mitigate the risks. The
Group therefore cannot make an assessment of the likely outcome of the litigation, or the potential quantum of its liability or the potential impact
on the Group at this stage. Depending on the outcome at the various stages of the Equal Pay Claims, and dependent on the number of any
ultimately successful claims, the potential quantum of its liability could be material.

There are a number of other contingent liabilities that arise in the normal course of business. which if realised. are not expected to result ina
material liability to the Group.

Note 35 Events after the reporting period
On 27 February. the Group issued a €500m and a £250m bond, maturing 2031 and 2035 respectively. There were no other events after the
reporting period reguiring disclosure.

Tesco PLC Annual Report and Financial Statements 2023



Tesco PLC - Parent Company balance sheet

Financial statements

25 February 26 February
2023 2022
Notes £m im
Non-current assets
Investments [ 16,970 17,013
Receivables 7 234 261
Derivative financial instruments n 935 1069
18,138 18,343
Current assets
Recefvables 7 860 518
Cash ot harid 103 29
Derivative financial instruments 11 2 -
985 547
Current liabilities
Payables 8 244) (763)
Borrowings 10 {141) 150
(385) (813)
Net current assets/(liabilities) 580 (266)
Non-current liabilities
Payables 8 (2132) 1.831
Borrowings 1 (1.450) {1.433)
Derivative financial instruments n 5) (88)
Deferred tax liabilities (19) {32)
(3,606) (3,382)
Net assets 15,113 14,695
Equity
Share capital 4 463 484
Share premium 5165 5.165
Other reserves 14 2.793 2.804
Retained earnings (including profit/{loss) for the financial year of £2,064m {2022: £31m)} 6.692 6.242
Total equity 15,113 14,695

The notes on pages 193 to 198 form part of these financial statements.

o, T

Ken Murphy Imran Nawaz

Directors

The Parent Company financial statements on pages 191 to 198 were approved and authorised for issue by the Directors on 12 April 2023.

Tesco PLC
Registered number 00445790
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Tesco PLC - Parent Company statement of changes in equity

Share capital Other resarves
{Note 14} Share premium {Note 14)  Retained earnings Total equity
£m £m £m £m £m
At 26 February 2022 484 5,185 2,804 6,242 14,695
Profit/lloss) for the year - - - 2.064 2.064
Other comprehensive income/{loss)
Gains/(losses) on cash flow hedges - - 7 - 7
Cash flow hedges reclassified and reported in the Company - - (58) - (58}
income statement
Tax relating to components of other comprehensive income - - 13 - 13
(Note 9)
Total other comprehensive income/(loss} - - [38) - (38}
Total comprehensive income/{loss) - - (38) 2,064 2,026
Transactions with owners
Own shares purchased for cancellation - - (758) - {758}
Own shares cancelled (21 - 816 (795) -
Own shares purchased for share schemes - - (188) - (188}
Share-based payments - - 157 39 196
Dividends - - - 858) (858}
Total transactions with owners {21 - 27 [1.614} 1,608}
At 26 February 2023 463 5,165 2,793 6,692 15,113
Share capital Other reserves
{Note 14) Share premium INote: 14} Retained eamings Tolal equity
£m £m £m £m £m
At 27 February 2021 490 5,165 2,872 7,130 15,757
Profit/{ioss) for the year - - - 3 31
Other comprehensive income/{loss)
Gains/llosses} on cash flow hedges - - 31 - 31
Cash flow hedges reclassified and reparted in the Company - - 18) - (18}
income statement
Tax relating to components of other comprehensive income - - {10) - (10}
Total other comprehensive income/{loss) - - 3 - 3
Total comprehensive income/floss) - - 3 N 34
Transactions with owners
Own shares purchased for cancellation - - (3010 - {301
Own shares cancelled {1} - 270 (264) -
Own shares purchased for share schemes - - (279 - 1279}
Share-based payments - - 139 49 88
Dividends - - - (704) (704)
Total transactions with owners (8) - (171 (919) (1,096)
At 26 February 2022 484 5,165 2,804 6,242 14,695

The Company has considered the profits avaiiable for distribution to shareholders. At 25 February 2023. the Company had retained earnings of
£6.7bn (2022: £6.20bn), of which the unrealised profit elements are £1.7bn (2022: £1.7bn) of share based payment reserves and £0.7bn (2022:
£0.7bn) of dividends received from subsidiary undertakings not yet settled by qualifying consideration. After deducting the cost of its own shares

held in trust of £0.4bn (2022: £0.4bn}. the Company had profits available for distribution of £3.9bn (2022: £3.4bn).

The notes on pages 193 10 198 form part of these financial statements.
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Notes to the Parent Company financial statements

Note 1 Authorisation of financial statements
and statement of compliance with FRS 101

The Parent Company financial statements for the 52 weeks ended
25 February 2023 were approved by the Board of Directors on

12 April 2023 and the Company balance sheet was signed on the
Board's behalf by Ken Murphy and Imran Nawaz.

These financial statements were prepared in accordance with
Financial Reporting Standard 101, ‘Reduced Disclosure Framewaork’
(MRS 101). The Company meets the definition of a qualfying entity
under FRS 100. "Application of Financial Reporting Requirements’
as issued by the Financial Reporting Councii

The Company’s financial statements are presented in Pounds Sterling.
its functional currency. generally rounded to the nearest million.

The principal accounting policies adopted by the Company are
set out in Note 2. The financial statements have been prepared
under the historical cost convention. except for certain financial
instruments and share-based payments that have been
measured at fair value.

Note 2 Accounting policies

Basis of preparation of financial statements
The Parent Company financial statements have been prepared in
accordance with FRS 101 and the Companies Act 2006 (the Act).

FRS 101 sets out areduced disclosure framework for a ‘qualitying
entity’ as defined in the standard. which addresses the financial
reporting requirements and disclosure exemptions in the
individual financial statements of qualifying entities that otherwise
apply the recognition, measurement and disclosure requirements
of adopted IFRS.

The financial year represents the 52 weeks to 25 February 2023
{prior financial year 52 weeks to 26 February 2022).

As permitted by FRS 101, the Company has taken advantage of the
disclosure exemptions available under that standard in relation to
business combinations, financial instruments. capital management.
presentation of comparative information in respect of certain
assets, presentation of a cash flow statement. impairment of
assels. share-based payments and related party transacticns. The
Company has also taken advantage of the exemption in refation to
disclosure of the possibie impact of the application of a new IFRS
that has been issued but is not yet effective. Where required.
equivalent disclosures are given in the consolidated financial
statements of Tesco PLC.

The Parent Company financial statements are prepared on a going
concern basis as set out in Note 10f the consolidated Group financial
statements of Tesco PLC,

The Directors have taken advantage of the exemption available under
section 408 of the Companies Act 2006 and not presented an
income statement or a statement of comprehensive income for

the Company alone.

A summary of the Company's significant accounting policies is set
out below.

Investments in subsidiaries and joint ventures
vestments in subsidiaries and joint ventures are stated at cost less.
where appropriate. provisions for impairment. The Company tests
the investment balances for impairment annually or when there are
indicators of impairment.

Foreigh currencies

Transactions in foreign currencies are translated to the functional
currency at the exchange rate on the date of the transaction.

At each palance sheet date. monetary assets and liabilities that are
dencminated in foreign currencies are retransiated to the functional
currency at the rates prevailing on the balance sheet date

Financial statements

Share-based payments

The fair value of employee share opticn plans is calculated at

the grant date using the Black-Scholes model. The resulting cost is
charged to the Company income statement over the vesting period.
The value of the charge is adjusted to reflect expected and actual
levels of vesting, Where the Company awards shares or options to
empiloyees of subsidiary entities. this is treated as a capital
contribution.

Own shares held

Own shares represent the shares of Tesco PLC that are held by the
Tesce International Employee Benefit Trust. or which are purchased
and held for cancellation as part of the share buyback programme.
The Company adopts a ‘look through™ approach which. in substance,
accounts for the Trust as an extension of the Company. Shares
purchased for cancellation are included in own shares held untit
cancellation, at which point they are transferred toretained earnings.
Own shares held can include equity elements of forward contracts
where the Group has an abligation to purchase its own shares.

Financial instruments

Financial assets and financial liabilities are recognised in the
Company balance sheet when the Company becomes party to
the contractual provisions of the instrument.

Receivables

Receivables are recognised initially at fair value. and subsequently
at amortised cost using the effective interest rate method. less any
expected credit losses.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
te the substance of the contractual arrangements entered into.

An equity instrument is any contract that gives a residual interest in
the assets of the Company after deducting all of its liabilities. EQuity
instruments issued by the Company are recerded as the proceeds
received. net of direct issue costs.

Interest-bearing borrowings

Interest-bearing bank loans and overdrafts are initially recognised at
fair vatue and net of attributable transaction costs. Subseguent to
initial recognition. interest-bearing borrowings are stated at amortised
cost with any differences between proceeds and redemption value
being recognised in the Company income statement over the period
of the borrowings on an effective interest basis.

Payables
Payables are recognised initially at fair value and subsequentiy at
amortised cost using the effective interest rate method.

Derivative financial instruments and hedge accounting
The Company uses derivative financial instruments to hedge its
exposure to foreign exchange and interest rate risks arising from
operating. financing and investing activities. The Company does not
hold or issue derivative financial instruments for trading purposes.

Derivative financial instruments are recognised and stated at fair
value. Where derivatives do not gualify for hedge accounting, any
gains or losses on remeasurement are immediately recognised in
the Company income statement. Where derivatives qualify for hedge
accounting. recognition of any resultant gain or loss depends on the
nature of the hedge relationship and the item being hedged. In order
to qualify for hedge accounting. the Company is required to
decument from inception, the relationship between the item

being hedged and the hedging instrument.
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Notes to the Parent Company financial statements continued

Note 2 Accounting policies continued

The Company is also required tc document and demonstrate an
assessment of the relationship between the hedged item and the
hedging instrurment, which shows that the hedge will be highly effective
on an ongoing basis. This effectiveness testing is performed at each
reporting date to ensure that the hedge remains highly effective.

Derivative financial instruments with maturity dates of more than
one year from the reporting date are disclosed as non current.

Falr value hedging

Derivative financial instruments are classified as fair value hedges
when they hedge the Company’s exposure to changes in the fair
value of a recognised asset ¢r ligbility. Changes in the fair value of
derivatives that are designated and qualify as fair value hedges are
recorded in the Company income statement. together with any
changes in the fair value of the hedged item that are attributable
to the hedged risk.

if the hedge no longer meets the criteria for hedge accounting,
the adjustment to the carrying amount of a hedged item is
amortised to the Company income statement over the remaining
period to maturity.

Cash flow hedging

Derivative financial instruments are classified as cash flow hedges
when they hedge the Company’s exposure to variability in cash flows
that are either attributable to a particular risk associated with a
recognised asset or liability, or a highly probable forecasted
transaction. The effective element of any gain or loss from
remeasuring the derivative designated as the hedging instrument

is recoghised directly in the Company statement of comprehensive
income and accumulated in the hedging reserve. Any cost of
hedging, such as the change in fair value related to forward points
and currency basis adjustment is separately accumulated in the
cost of hedging reserve. The ineffective element is recognised
immediately in the Company income statement.

The associated cumulative gain or loss is reclassified from other
comprehensive income and recognised in the Company income
statement in the same period or periods during which the hedged
transaction affects the Company income statement. The
classification of the effective portion when recognised in the
Company income statement is the same as the classification of

the hedged transaction. Any element of the remeasurement criteria
of the derivative instrument that does not meet the criteria for an
effective hedge is recognised immediately in the Company income
statement within finance income or costs.

Hedge accounting is discontinued when the hedging instrument
expires or is sold, terminated or exercised, or no longer qualifies

for hedge accounting. At that point in time, any cumulative gain or
loss on the hedging instrument recognised in equity is retained in
the Company statement of changes in equity until the forecasted
transaction occurs or the original hedged item affects the Company
income statement. If a forecast hedged transaction is no ionger
expected Lo occur, the net cumulative gain or loss recognised in

the Company statement of changes in equity is reclassified to the
Company income statement.

Pensions

The Company participates in a Group defined benefit pension
scheme which is closed to future accrual. The net defined benefit
vosl and deficit/surplus for the scheme are borne and recognised by
another Group company. Tesco Stores Limited, as per the stated
policy of the Group. The Company also participates in a defined
contrivution scheme open 1o all UK employees. Payments to this
scheme are recognised as an expense as they fall due
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Taxation
The tax expense included in the Company income statement
consists of current and deferred tax.

Current tax is the expected tax payable on the taxable income for
the financial year. using tax rates enacted or substantively enacted
by the balance sheet date. Tax expense is recognised in the
Company income statement except to the extent that it relates

to items recognised in the Company statement of comprehensive
income or directly in the Company statement of changes in equity,
in which case it is recognised in the Company statement of
comprehensive income or directly in the Company statement

of changes in equity. respectively.

Deferred tax is provided using the balance sheet ligbility method,
providing for temporary differences between the carrying amounts
of assets and fiabilities for financial reporting purposes and the
amounts used for taxation purposes.

Deferred tax is calculated at the tax rates that are expected tc apply
in the period when the liability is settled or the asset realised, based
on the tax rates that have been enacted or substantively enacted by
the balance sheet date. Deferred tax is charged or credited in the
Company income statement. except when it relatesto items
charged or credited directly to equity or other comprehensive
income/(loss). in which case the deferred taxis alsc recognised in
equity, or other comprehensive income/(loss), respectively.

Judgements and sources of estimation uncertainty
The preparation of the Company financial statements requires
management tc make judgements, estimates and assumptions
in applying the Company's accounting policies to determine the
reported amounts of assets, liabilities, iIncome and expenses.

The estimates and asscciated assumptions are based on histarical
experience and varicus cother factors that are believed to be
reasonable under the circumstances. Actual resuits may differ
from these estimates. The estimates and underlying assumptions

"are reviewed on an ongoing basis, with revisions to accounting

estimates applied prospectively.

The preparation of the Company financial statements for the
financial year did not require the exercise of any critical accounting
judgements or significant estimates.

New standards and amendments effective for the
current financial year

New standards, interpretations and amendments effective in the
current financial year have not had a material impact on the
Company.

Note 3 Auditor remuneration

Fees payabie to the Company’s auditor for the audit of the Company
and Group financial statements are disclosed in Note 3 to the Group
financial statements.

Note 4 Dividends

For details of dividends see Note 8 to the Group financial statements.



Financial statements

Note 5 Employment costs, including Directors’ remuneration

2023 2022

Notes £m im

Wages and salaries 12 13
Social security costs 2 z
Pension costs 13 1 1
Share-based payments expense 12 9 3
Total 24 19

The amounts above inchude recharges from other Group companies for Tesco PLC related activities.
The average number of employees (all Directors of the Company) during the financial year was 12 (2022: 13).

The Schedule 5 reguirements of $| 2008/410 for Directors' remuneration are included within the Directors’ remuneration report on pages 77 to
101,

Note 6 Investments

2023
£m
Cost
At 26 February 2022 17,926
Capital contributions Yo
Return of capital contributions 139)
At 25 February 2023 17,883
Accumulated impairment losses
At 26 February 2022 and at 25 February 2023 (913}
Net carrying value
At 25 February 2023 16,970
At 26 February 2022 17.013
There were no impairments or disposals in the current financial year.
The list of the Company's subsidiary undertakings and joint ventures is shown on pages 199 to 203.
Note 7 Receivables
2023 2022
£fm m

Amounts owed by Group undertakings* 1.072 760
Other receivables 22 19
Total receivables 1,094 779
Of which:
Current 860 518
Non-current 234 261

1,094 779
T Amounts owed by Group undertakings are interest-beiring, with interest rates ranging from 4.4% to 6.0% and with maturities up to and including March 2025,
The expected credit loss on receivables is immaterial (2022: immaterial).
Note 8 Payables

2023 2022
£m tm

Amounts owed to Group undertakings* 2.302 2.487
Other payatles il 105
Taxation and social security 3 2
Totat payables 2,376 2,594
Of which:
Current 244 763
Non-current 2132 1.831

2,376 2,594

* Amounls owed to Group undertakings are interest-bearing. with interest rates ranging from 2.7% to 9.2% and with maturilies up 1o and including February 20751
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Notes to the Parent Company financial statements continued

Note 9 Taxation

The deferred tax liability recognised by the Company. and Lhe imovernents thereon, during the current financial year are as foliows:

Financial
instruments
£m
At 26 February 2022 (32
Movement in other comprehensive income for the year 13
At 25 February 2023 (19)
Nule 10 Boriuwings
2023 2022
Par value Maturily £m im
Bank loans and overdrafts 43 5
LPl and RPI-linked bonds*
3.322% LPI MTN £392m Nov 2025 396 377
1.982% RP| MTN £346m Mar 2036 349 312
Other borrowings
5% MThN £71m Mar 2023 75 77
6% MTN £38m Dec 2029 43 44
5.5% MTN £67m Jan 2033 78 74
6.15% USD Bond $355m Nov 2037 366 338
4.875% MTN £idm Mar 2042 14 14
5.125% MTN €235m Apr 2047 213 203
5.2% MTN £14m Mar 2057 14 14
1,591 1,483
Of which:
Current 14 50
Non-current 1.450 1.433
1,591 1,483

* Thesc bonds are redeemable ot par, indexed for increases in the RP over the life of the MTN. However, for the LPIHlinked bond. the maximum indexation of the principal in any one year is 5%, with
aminimum of 0% For the RPI-linked bond. refer 1o Note 27 of the Group financial statements.

Note 11 Derivative financial instruments

2023 2022
Liability Asset Liability
Falr value Notional Falt value National Fair value Noticnal Fair value: Notional
£m £m Em £m fm £m im tm

Fair value hedges
Interest rate swaps and similar 2 65 - - 5 65 - -
instruments
Cash flow hedges
Index-linked swaps 235 738 - - 231 683 - -
Derivatives not in a formal hedge
relationship
Cross-currency swaps 170 404 5 100 197 447 - 15
Index-linked swaps 530 3,089 - - 636 3.089 - -
interest rate swaps and similar - - - - - - (86} 1
instruments
Total 937 4,296 {5) 100 1,069 4,284 (86) 16

Note 12 Share-based payments

The Company’s equity-settled share-based payment schemes comprise various share schemes designed to reward Executive Directors.

For further infermation on these schemes, including the valuation models and assumptions used. refer to Note 28 of the Group financial statements

Share option schemes

The number of options and weighted average exercise price (WAEP) of share option schemes relating to the Company employees are:

For the 52 weeks ended 25 February 2023

Savings-related Nil cost
Share Option Scheme share optlons

Options WAEP Options WAEP
Outstanding at 26 February 2022 - - - -
Granted 9.890 182.00 - -
Forfeited - - - -
Exercised - - - -
Qutstanding at 25 February 2023 9,890 182.00 - -
Exercise price range (pence) - - - i
Weighted average remaining contractual life (years} - 3.52 - -

Exercisable at 25 February 2023
Exercise price range {(pence)
Weighted average remaining contractuat life (years}
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Financial statements

For the 52 weeks ended 26 February 2023

Savings-relaled Nii cost
Share Option Scheme share options
Options WAEP Options WAEP
Outstanding at 27 February 2021 9.574 188.00 3,140,804 -
Granted - - B82.736 -
Forfeited {1.596) 188 .00 - -
Exercised 17.978) 188.00 (3.223.5401 -

Qutstanding at 26 February 2022 - - - -
Exercise price range (pence) - - - -
Weighted averawe | cimaining cunb scludl lile {fyesrs) - - - -

Exercisable at 26 February 2022 - - - -
Exercise price range (pence) - -
Weighted average remaining contractual life {vears) Z —

Share bonus and incentive schemes

Executive Directors participate in the Group Bonus Plan, a performance-related bonus scheme. The amount paid is based on a percentage of
salary and is paid partly in cash ang partly in shares. Bonuses are awarded to Executive Directors who have completed a required service period
and depend on the achievement of the corporate and individual performance targets. For further information on these schemes. including the
valuation models and assumptions used. refer to Note 28 of the Group financial statements.

The number and weighted average fair value (WAFV) of share bonuses granted during the financial year were:

2023 2022
Number WAFY Number WaFy
of shares pence of shares pence
Group Borus Plan 810.608 2740 - -
Performance Share Plan 2.252.917 255.40 2.672.421 222.47
Joining award* - - 2.336.88/ 223.35

*  Joining award granted during the: prior financial year to Executive Directors under Listing Reguircment 9.4.2,

Note 13 Pensions

The total cost of participation in the Tesco Retirement Savings Plan (a defined contribution scheme) to the Company was £1m (2022: £1m). Further
disclosure relating to all schemes can be found in Note 29 to the Group financial statemenits.

Note 14 Called-up share capital and reserves
Refer to Note 30 of the Group financial statements.

Other reserves
The table below sets out the movements in other reserves:

Capltal
redemption
reserve  Hedgingreserve Ownsharesheld  Merger reserve Total
£m £m £m £m £m
At 26 February 2022 22 97 (365) 3,050 2,804
Other comprehensive income/(loss)
Gains/ilosses) on cash flow hedges - 7 - - 7
Cash flow hedges reclassified and reported in the Company income - 58) - - (58)
statement
Tax relating to components of other comprehensive income (Note 9) - 13 - - 13
Total other comprehensive income/{loss) - {38) - - {38)
Transactions with owners
Own shares purchased for cancellation - - {758) - (758)
Own shares cancelled 21 - 795 - 816
Own shares purchased for share schemes - - {(188) - (188)
Share-based payments - - 157 - 157
Total transactions with owners 21 - 6 - 27
At 25 February 2023 43 59 (359) 3,050 2,793
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Notes to the Parent Company financial statements continued

Note 14 Called-up share capital and reserves continued

Capital
rogdomption
reserve  Hedging reserve  Own shares held Merger reserve Total
£m fm m £m m
At 27 February 2021 16 94 (188} 3,050 2,972
Other comprehensive income/lloss)
Gains/llosses) on cash flow hedges - 3 - - 3
Cash flow hedges reclassified and reported in the Company income - (18) - - (g
statement
Tax relating to components of ather comprehensive income: - [4i8)] - - {10}
Total other comprehensive income/(loss) - 3 = - 3
Transactions with owners
Own shares purchased for cancellation - - (301 - (307
Own shares cancelled G - 264 - 270
Own shares purchased for share schemes - - (279) - (279)
Share-based payments - - 138 - 139
Total transactlons with owners 6 - (77 - 171
At 26 February 2022 22 97 (365) 3,060 2,804

Note 15 Contingent liabilities and guarantees

Contingent liabilities

Refer to Note 34 of the Group financial statements.

Guarantees

The Company has entered inte financial guarantee contracts to guarantee indebtedness held an the balance sheets of Group undertakings
amounting to £3.4bn {2022: £3.5bn). The Company has also guaranteed derivative agreements of Group undertakings. of which those in a net
liability position at the reporting date total £0.2bn (2022: £0.1bn).

In additicn. the Company has guaranteed the rental payments of certain Group undertakings relating to a portfolic of retail stores. distribution
centres and mixed-use retail developments amounting to £5.1bn (2022: £5.6bn).

The Company has also guaranteed £0.9bn (2022: £0.8bn) drawn by Tesco Bank under the Bank of England’s Term Funding Scheme with incentives
for small and medium-sized enterprises (TFSME).

The likelihood of the above items being called upon is considered remote

Note 16 Events after the reporting period

On 27 February 2023, a subsidiary of the Company issued a €500m and a £250m bond. maturing 2031 and 2035 respectively, which have been
guaranteed by the Company. There were no other events after the reporting period requiring disclosure.
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Related undertakings of the Tesco Group

Financial statements

In accordance with section 409 of the Companies Act 2006 and Schedule 4 of The Large and Medium- sized Companies and Groups
(Accounts and Reports) Regulations 2008, a ful list of related undertakings. registered office address and the percentage of share class owned as
at 26 February 2023 aie disclused below. Changes to the fist of related undertakings since the year-end date are detailed in the footnotes below,

All undertakings are indirectly owned by Tesco PLC unless otherwise stated.

Subsidiary undertakings incorporated in the United Kingdom

Registered % held by Registered % held by
Name of undertaking address Class of share hold Group Name of undertaking addross Class of share held Group
Acklam Management Company i Limited by Guarantce - Londis (Holdings) Limited 8 GBP50.00 Ordinary 100
Limited londis Pension Trustees Limited 8 GBP1.00 Ordinary 100
vl age Finance Unlirn|Lad ! LBIU.U0 Ordinary 100 Wakro Holging Limited 8 GBP1.00 Orgiinary 100
Bath Upper BristotRoad ! Limited by Guarantee - Makro Properties Limited 8 GBP1.00 Ordinary 100
Management Company Limited Makro Self Service Wholesalers. 8 GBP1.00 Ordinary A 100
Berry Lane ‘Mz-fnagement 1 timited by Guarantee - Limited GBP.OD Ordinary B 100
Corjpefnv Limited Mialdon Finance Limited 1 GBPO.C1 Ordinary 100
BF Limited & GBF‘0.0DODODDUHIIH 100 GBPO.000D0000N5T? A 100
Ordinary Preference
Bishop's Group Lirmnited 8 GBPO.01 Ordinary 100 GBPO.000DOO000222 B 00
Booker Cash & Carry Limited 8 GBP1.00 Ordinary 100 Freference
Bookor Direct Limited 8 GBPO.QO1 Ordinary 100 GBPO.00C00000074CC 100
Booker Group Limited 8 GBPO.00000000055625 100 Preference
Ordinary Murdoch Norton Limited 8 GBPO.05 Ordinary 100
Boaker Limited # GBPI.00 Ordinary oy Oakwood Distribution Limited 1 GBP1.0O Ordinary 100
Booker Retail Partners (GBI 8 GBP1.00 Ordinary 100 Cne Slop Community Stores 2 GBPO.Q0D0IZOQ0G4 Ordinary 100
Limited Limited
Booker Retail Limited 8 GBPD.10 Ordinary 00 One Stop Cotvenience Storas 2 GBP1.0O Ordinary 100
Booker Pension Trustees Limited 8 Limited by Guarantee - Limite:d
Booker Wholesale Holgings 8 GBPO.01 Crdinary Al 100 One Stop Stores Limited" 2 GBP1.0O Ordinary 100
Limited One Stop Stores Trustee Sorvices 2 GBP1.00 Ordinary 100
Booker Unapproved Scheme 8 Limited by Guarantee - Limited
Trustees Ltd Crpington (Station Road) Limited 1 GEP1.00 Ordinary 100
Bourne End Residential 1 Limited by Guarantee - Oxford Fox and Hounds 1 Limited by Guarantee -
Management Company Limited Management Company Limited
B_royghton Retail Park Nominee 1 1 GBP1.OO Ordinary 100 PTLL Limited 1 GBP1.00 Ordinary 00
Limited Reskammel Property Company 1 GBP1.00 Ordinary 100
Broughton Retail Park Nominee 2 1 GBP1.00 Ordinary 100 Limited
Limited ] Ritter-Courivaud Limited 8 GBPC.10 Ordinary 100
Ei:i‘:i’;"” Retail Park Nominee 3 ! GEP1.0C Ordinary 100 Seacroft Green Nominee 1 Lid 1 GBP1.00 Ordinary o0
Broughton Retail Park Nomince 4 1 GBPI.OC Ordinary 100 Seacroft Green Nominee 2 Ltd ! GBP1.00 Ordinary 100
Limited Spen Hill Bevelopments Limited 1 GBA.00 Ordinary 100
Budgen Holdings Limited 8 GBP1.00 Ordinary 100 Span Hill Management Limiteg™ 1 GBA1.00 Ordinary 100
Budgens Pension Trustess No.2 R GBP1.00 Ordinary 100 Spen Hill Properties (Holdings) 1 GBP1.O0 Ordinary 100
Limited plc’
Budgens Property Investments B GBPLOG Ordinary 100 Spen Hill Regeneration Limited 1 GBP1.OO Ordinary 100
Limited Spen Hill Residential No 1 Limited 1 GBP1.00 Ordinary 100
Budgens Slores Limited 8 GBP1.00 Ordinary 100 Spen Hill Residential No 2 Limited 1 GBP1.C0 Ordinary 100
Buttancase Limited' 1 GEP1.00 2% Cumulative 100 Station House Wetling 1 Limited by Guarantée -
Redeemable Preference Management Limited
GBP1.00 Ordinary 100 Statusfioal Limited 1 GBP1.00 Ordinary 100
Canrerpury Road Management 1 Limited by Guaraniee - T&S Stores Limited! 2 GBP0.05 Ordinary 100
Limited Tapesitver Limited' 1 GBP1.00 Ordinary 100
Cardiff Cathays Terrace 1 Limited by Guarantee - Tewsport (GP) Limited 1 GBP1.00 Ordinary 100
Management Company Limitad Tesco ([Overseas) Limited! 1 GBP1.00 Ordinary 100
Day And Nile Stores Limited 2 ca Gﬂl?g!DOPCum'ulalirve 10 Tesco Aqua (FinCo2) Limited 1 GBP1.OO Ordinary 100
"”e,fﬁ'ef:r,;“gr'ﬂ?,};?ﬁ Tesco Agua (GP} Limited 1 GBP0.0G01 A Ordinary 100
GBP1.00 Cumulative 100 GBFO.0001B Ordinary 100
Redeemabic Preference Tesco Aqua (Nominee 3 Limited 1 GBP1.00 Crdinary 100
GBP1.OD Ordinary 100 Tesco Aqua (Nominee 2) Limited 1 GBP1.00 Crdinary 100
Dillons Newsagent s Limited® 2 GBP0.25 Non-Voling Ordinary 100 Tesco Aqua (Nominge Holdco! 1 GEP1.00 Ordinary 100
dunnhumby international Limited 4 GBP1.00 Ordinary 100 Limted
dunnhumby Limited 4 GBP0.05 Ordinary 100 Tesco Atraro (ILP Limited 1 GBP.00 Ordinary 100
GBPD.10 A Ordinary 100 Tesco Atrato ({GP) Limited 1 GBP1.00 A Ordinary 100
GBPO.10 Deferred 100 GEP1.00 B Ordinary 100
dunnhumby Overseas Limiteg 4 GBP1.00 Ordinary 100 Tesco Atrato (Nominee 1 Limited 1 GBP1.00 Crdinary 100
dunnhumby Trustees Limited 4 GBP1.00 Ordinary 100 Tesco Atrato (Nominee 2) Limited 1 GBP1.0O Ordinary 100
Giant Bigco Limited 8 GBP1.OO Ordinary 100 Tesco Atrato (Nominae Holdco) 1 GEP1.00 Crdinary 100
Giant Booker Limited 8 GBP0.0025 Ordinary 100 Limited
Giant Midco Limited [ GBP1.00 Ordinary 100 Tesco Atrato Depot Propco 1 GBP1.00 Crdinary 100
Highams Green Management 1 Limited by Guarantee - Limited
Company Limited Toesco Blue (3P Limited 1 GBP1.00 Crdinary 100
IRTH (1) Limited L} GBP.0O0 Ordinary 160 Tesco Blue (GP) Limitegd 1 GBP1.00 A Ordinary 100
IRTH (18] Limitad 8 UsSD0.000000052383172 100 GBP1.00 B Ordinary 100
Ordinary Tesco Blue (Nominee 1) Limited 1 GBP1LOD Crdinary 100
Launchgrain Limited’ 1 GBP1.00 Crdinary 100 Tesco Blue (Nomince 2J Limited 1 GBP1.0G Ordinary 100
Linnce Limited ] GBP1.00 Ordinary 100
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Related undertakings of the Tesco Group continued

Subsidiary undertakings incorporated in the United Kingdom continued

Registored % held by
Name ot ungertaking address Class of share held Group
Tesco Biun (Nomine: Holdco) + GBP1.00 Crdinary 00
Limited
Tesco Brisington Limited 1 GBP1.0Q Ordinary 100
Tesco Corporate Treasury 1 GEP1.C0 Crdinary 100
Services PLC!
Tesca Bury Limited 1 GBP1.00 Crdinary 00
Tesco Depol Propco Limited 1 GBP1.00 Crdinary 10
Tesco Distribution Holdings 1 GRP1.OO Ordinary 100
Limited
Tesco Distribution Limited 1 GBP1.00 Ordinary 100
Tesco Dormey (LP) Limited 1 GBP1.00 Ordinary 100
Tesco Dorney (GP) Limited 1 GBP100 & Ordinary 100
GEP1 00 B Ordinary 100
Tesco Dorney (Nominee 1} 1 GBP1 00 Ordinary 100
Limited
Tesco Dorney {(Nominee 2) 1 GBP1 00 Ordinary 100
Lirmiled
Tesce Dorney (Nomenee Holdeo) 1 GBP.00 Qrdinary 100
Limited
Tesco Empigyens’ Share Schoema 1 GEP1LOQ Ordinary 130
trustees Limited™
Tesco Family Dining Limited 1 GEP1.0C Ordinary 100
Tesco Food Sourcing Limited 1 GBP1.GC Ordinary 0o
Tesco Frestime Limited 1 GBP1.GG Qrdinary oo
Tosco Fuchsia (ALPY Limited 1 GEP1.0OC Ordinary 100
Tesco Gateshead Property 1 GEBP1.0C Ordinary 100
Limited
Tesco Holdings Limited’ 1 GEBPO.1C Ordinary w00
GBP1.0C Preference 0o
Tesco International Services 1 GBP1.00 Ordinary 100
Limited*
Tesco Lagoon GP Limited o GBP1.QC Qrdinary 100
Tesco Maintenance Limited 1 GBP1.O0 Ordinary 00
Tesco Mobile Communications 1 GBM.G0 Ordinary 00
Lirmited?
Tesco Mobile $ervices Limited 1 GBP1.00 Ordinary 100
Tesco Navona {ILP) Limited 1 GBP1.00 Ordinary 00
Tesco Navona (GP) Limited 1 GBP1.00 Ordinary A 00
GBF1.00 Ordinary B 100
Tesco Navona {Nominee 1) 1 GBP1.00 Ordinary O
Limited
Tesce Navona (Nominee 2 1 GBP.00 Ordinary 100
Limited
Tesco Navona (Nominee Holdco! 1 GBP1.Q0 Ordinary 00
Limited
Tesco Navona PL Prepco Limited 1 GBP1.0C Ordinary 100
Tesco Ovarseas Investments 1 GBP1.00 Ordinary 100
Limited
Tesco Passaic (1LP) Limited 1 GBP1.00 Ordinary 100
Tesco Passaic (GP) Limited 1 GBPL.OO Ordinary A 100
GEP1.Q0 Ordinary B 100
Tesco Passaic (Nominee 1) 1 GBP1 00 Ordinary 100
Limited
Tesco Passaic (Nominee 2) 1 GEBP1.00 Ordinary 100
Limited
Tesco Passaic INomines Holdco) 1 GBP1.0OC Ordinary 100
Limited
Tesco Passaic FL Propco Uimited 1 GBP1.00 Ordinary 00
Tesco Pension Investment 1 GBP1.00 Ordinary 100
Limited®
Tesco Pension Trustees Limited” 1 GEBPLOO Ordinary 100
Tesco Personal Finance Group [ GBPD.10 A Ordinary 100
PLC
GBP0.10 8 Crdinary 100
GBPO.10 C Ordinary 100
Tesce Personal Finance PLC 3 GBPO0.10 Ordinary 100
Tesco Property (Nominees) n GBP1.OO Ordinary 100
Limited
Tesco Property (Nominees) n GBP1.00 Crdinary 100
iNo Ul Limited
Tesco Property INOminees) n GBP1.00 Ordinary 100
{No 2) Limited
Tesco Property Finance 1Hotdco 1 GBP1.00 Ordinary 100
Limitec
Tesco Property Finance 1PLC 1 GBP1.00 Ordinary 100
GBPD.25 Ordinary 100
Tesco Property Holdings (No 2} 1 GBP1.00 Ordinary 100

Limited
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Registered %= held by
Name of undertaking address Class of share held Group
Tesco Property Holdings Limited 1 GBP1.00 Ordinary 100
Tesco Property (Nominees) 1 GBP1.00 Ordinary 100
{No.3} Limited
Tesco Property (Nominees) 1 GBP1.00 Ordinary 100
(No.4) Limitexd
Tesco Property Nominees {No.2 1 GRBP1.0C Ordinary 100
Limited
Tesco Properly Nominees (No.6) 1 GBP1.O0 Ordinary 100
Limited
Tesco Property Partner {GP) 1 GBP1.OC A Qrdinary 100
Limited GBEP1.00 B Ordinary 100
Tesco Property Partner (GP 1 GBP1.OC A Ordinary 100
No.2) Limited GBP.00 B Ordinary 100
Tesco Property Partner (No.1) 1 GBP1.00 Ordinary 100
Limited!
Tesco Property (Sparta 1 GBP.OC Ordinary 100
Nominees) Limited
Tesco Red (GP) Limited 1 GBPO.QOO0Y Ordinary A 100
GBPC.0000T Ordinary B 100
Tesco Red (Nominee 1) Limited 1 GBPY.OO Qrdinary 100
Tesco Red (Nominae 2} Limited t GBP1.00 Ordinary 100
Tesco Red (Nominee Holdco) 1 GBP1 00 Ordinary 100
Limited
Tesco Sarum (ILP) Umited 1 GBP1.00 Ordinary 100
Tesco Sarum (GPY Limited 1 GBP1.00 Ordinary A 100
GBF1.C0 Ordinary B 100
Tesco Sarum (Nominee 1) 1 GBP1.0C Ordinary 100
Limited
Tesco Sarum INominee 2) 1 GBP1.O0 Ordinary 100
Limited
Tesco Sarum (Nominee Holdco) 1 GBP1.00 Ordinary 100
Limited
Tesco Seacroft Lid 1 GBP1.0¢ Ordinary 100
Tesca Secrataries Limited 1 GBP1.OG Ordinary 100
Tesgo Services Limited 1 GBPLOG Ordinary 100
Tesco Stores Limited 1 GBP1.00 Qrdinary 166
GBP1.OD A Preference 100
GBF1.00 B Preference 100
Tesca TLB Proporties Lirited 1 GBPO.0000003 A Ordinary 100
GBPO.0000001 B Ordinary 100
Tesco Underwriling Limited Kl GBPLDD A Ordinary 100
GBP1.00 B Crdinary jLelv]
The Big Food Group Limited 8 GBPO0.10 Ordinary 100
The Teasport Limited 1 Limited Parinership 100
Partnership
The Tesco Aqua Limited 1 Limited Partnership 100
Partnership
The: Tesco Alrato Limited 1 Limited Partnership W00
Partnership
The Tesco Blue Limited 1 Limited Partnership 100
Partnership
The Tesco Darney Limited 1 Limited Partnership 100
Partnership
The Tesco Navona Limited 1 Limited Partnership 00
Part nership
The Tesco Passaic Limited 1 Limited Parinership 00
Partnership
The Tosco Proporty Limiled 1 Limited Partnership 100
Partnership
The Tesco Property (No 2 33 Limited Partnership 100
Limiteg Partnership
The Tesco Red Limited 1 Limited Partnership 100
Partnership
The Tesco Sarum Limited 1 Limited Partnership 100
Partnorship
TPI Fund Managers Limited 1 GBP1.00 Ordinary 100
TPT Holdee No.1Limited 1 GBP1.0Q Ordinary 100
Transcend Retadi Solutons 1 GBP1 00 Ordinary 00
Limited™
WBD (Chesterficid Managemeant) 78 GBP1.OO Ordinary 100
Limiled
Weymouth Avenue {Dorchester) 1 GBP100 Ordinary 100
Limited
waterside General Partner 13 GBP100 Ordinary 100

Limited




International subsidiary undertakings

Financial statements

Registered % beld by Repistered % held by
Name of undertaking address Class of share held ~ Group Name of undertaking address Class of share held Group
Arena tJersey! Management A3 GBP.0G Ordinary 0 Tesco Sourcing Chile SpA 22 CLPA82.69 Ordinary jlos]
Limited Tesco Corporate Treasury 24 EUR1.00 Ordinary 100
Cheshunt Holdings Guernsey 7 GBP1.00 Ordinary 100 Services Europe Dasignated
Limitesd Activity Compary
dunnhumby Kored Limited 66 KRw5, 000 Ordinary 100 Tesco Franchise Stores CR s ro. 7 C2ZK2.000.000 Ordinary 100
dunnhumby (Malaysia) Sdn Bhd [} MYR1.00 Ordinary 16O Tescao Franchise Stores SR s.r.o. <531 EUR1.GO Ordinary 106
dunnhumby (Thailand) Limited 73 THB1OG Ordinary 100 Tesco-Global Stores Privately Held a2 HUF10 Comman 100
dunnhumby Australia Pty Lid 85 AURLOC Qrdinary 100 Company Limited
qunnhumby Brasil Consultoria Lida 1 BRL100 Ordinary 108 Tesco Holdings B v 40 EUR1.00 Ordiinary 100
dunnhumby Canada Limiled 50 CAD1 00 Crchinary 100 Tesco International Clothing Brand 58 EUR1.GO Ordinary 100
dunnhumby Chile SpA a8 CLP500.000 Ordinary 100 &ro. ) N )
dunnhumby Colombia 5.4.5. 74 COP0.1592528881 Ordinary 160 :Ersg"' International Franchising 8 EUR1.00 Ordinary 100
:jnl:;:.;:r;:\:‘ Ei?:iilélémg Services 60 INR1.00 Greinary 160 [ﬁ;ﬁgéﬂtematianal Sourcing 20 HKGMD Ordinary 100
dunnhumby Czech s.r.0. 7 C2K200.000 Basic Bu?::: 100 Tesco Ireland Holdings Limited 24 EUR §.0G008 Ordinary 100
dunnhumby Denmark ApS o7 DKK1.00 Ordinary 100 Tesco lreland Limited 24 EUR125 Ordirary 100
dunnhumby Finland Oy 30 EUR2S Ordinary 100 [ic:‘izérc\and Pension Trustees 24 EUR1.25 Ordinary 100
dunnhumby France SAS 8o EUR2.00 Ordfnary 100 Tesco Joint Buying Service Tes USD1.CO Ordinary 100
dunnhumby Germany GmbH 14 EUR1.0Q0 Ordinary 100 {Shanghail Co., Limited
dunnhumby Hungary Kft 32 Repgistered capital HUF1L.OO 100 Tesco Mobile Irelsnd Limitad 24 EUR1.00 Ordinary 00
dunrhumby inc. 35 No par value Commen stack 100 Tesco Sourcing India Private 41 INR10 Ordinary 100
dunnhumby Information 62 1JSD1.00 Ordinary 106 Limited
Technology Consuhing [Shanghai Tesco Stores CR as. 7 CZK250 Ordinary 100
Company Limited . _ Tesco Stores SR. a.s. n8 EURIELIGLHIAE7S Ordinary 106
dunnhumby Ireland Limited b? EUR1.00 Ordinary 00 Tesco Technology and Services 3 FLNGO Ordinary 100
drunrnhumby IT Services india Private 36 INR. 10.00 Ordinary 100 Europe sp. 2 0.0
Limited . . Tesco Trustee Company of Ireland 24 EUR1.25 Ordinary 100
dunnhumby [talia Srl. 37 EURI00.000 Quota 100 Limited!
dunnhumby Japan KK 38 4FY10.000 Ordinary 100 TESCO-BST Uzler| és Technologial 2 HUF100.000 Ordinary 100
dunnhumby México § deR L. de 69 MXN1L.500 Common 100 Szoigdhatasck Zartkdruen Muksdd
CV. Részvénylarsasag
dunnhumby Netherlands BV 70 EUR100 Orginary 100
dunnhumby New Zealand 64 NZD1.00 Ordinary 100
dunnhumby Norge AS. 5% NOKIQO Ordinary 50
dunnhumby Poland sp. z c.o. 42 PLN5SO Ordinary 100
dunnhumby Singapore Pte Ltd 19 SGD1.CO Ordinary 100
dunnhumby SARL 61 EURIQO Orginary 100
dunnhumby Servicos de Promocao 16 BRL1 GO Ordinary 100
Dipital Liga
dunnhumby Slovakia s.r.o. a8 EURS.Q00 Ordinary 100
dunnhumby Spain S.L. 50 EUR1.QQ Ordinary 100
dunnhumby South Africa (Pty) Ltd 43 No par value Ordinary 100
dunnhumby Ventures LLC 44 - -
Edson Properties Limited 24 EUR1.CO Ordinary 100
ELH Insurance Limited n GBP1.OO Ordinary 00
Fiora Hypermarket Limited 26 INR1Q Equity 00
INR10 10% Non-Convertible 100
Redeemabie Preference
INR1Q 0.10% Non- 100
Convertible Redeemable
Preference
Ficra Online Limited 26 NR1O Equily 75
Gresham Properties Limited 7 EUR1 Q0 Ordinary 100
Joyce's Supermarkets (Oranmore) 79 EUR1.Q0 Ordinary 100
uLc
Monread Developments Limited 24 EURD.001 Ordinary 100
Nabola Development Limited 24 EUR1.25 A Ordinary 100
EUR1.25 B Crdinary 100
Opal Jewel sp.z 0.0, 75 PLNSO Ordinary 100
Shopping Mall Eden s ro. 7 CZK100.000 Ordinary 100
Tesco Akadémia Képzési és 32 HLUF1.00 Business Share 100
Fejlesztési Koratolt Feleldssépi
Térsasdp
Tesco Bengalury Privale Limited m INR10.00 Ordinary 100
Tesco Capital No. 1 Limited! 8 GBPQ.5C A Ordinary 100
GBFD.50 B Ordinary 100
GBPO 01 Preference 100
Guaranteed Cumulatre 100
Fixed Rate Preference
GBPO.01 Preferred Ordinary 100
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Related undertakings of the Tesco Group continued

Subsidiary undertakings in liquidation

The foliowing subsidiary undertakings were incorporated in the

United Kingdom

Associated undertakings

The following associated undertakings were incorporated in the

United Kingdom

Registered % held by Registerea % hold by
Name of underLaking address Class of share held Group Name of undertoking address Class of share hetd Group
Alfred Preedy & Sons Limitede® E] GBP1.O0O Deferred 100 Broadfields Management 12 GBPO.10 Ordinary 35,33
GEP1.00 Ordinary 00 Limited
Buttoncabie Limitcd® q GBP1.0Q Ordinary 100 Shire Park Limited 15 GEBP1.00 Ordinary 48.57
Comar Limited™ 9 GBP1.0G Ordinary 100 Tesco Coral IGP) Limited* 1 GBP1.00 A Ordinary 100
dunnhumby Holding Limited 9 GBF.00 Ordinary 100 Tesco Coral iNominee) Limited 1 GBP1.00 Ordinary 100
Paper Chain {East Anglia) Limited a USDO.001 Ordinary 100 Tesco Jade (GP) Limited 2% GBP1.00 A Crdinary 30
Reefknot Technology Limited g GBP1.0Q Ordinary 100 GBP1.00 B Ordinary 30
Stewarls Supermarkets Limited' 9 GBP1.00 Ordinary 500 Tesco Jade (Nominee! Limited 29 GBP1.0C Ordinary 30
Tesco Aqua (3LP) Limited 9 GEP1.00 Ordinary 100 Tesco Mobile Limited* 1 GBPO.10 A Ordinary 100
Tesco International Internet 9  GBPD.0000013543 Ordinary 100 GBPQ.90 B Ordinary 100
Retailing Limited' The Tesco Coral Limited 1 Limited Partnership 50.05
Tesco PEG Limited ] GBPY.01 Ordinary 100 Partnership
e P it i
leiz PE:;;I;W P?:mer No.2} E; Gaw_eo?,i:ﬁ;:;;; :gg The following asscciated undertakings were incorporated outside of
Limited Ordinary the United Kingdom
Tesco Red (3LP} Limited” g GEP1.00 Ordinary 100
Tesco TLB Finance Limitoat 9 GBPLAON Ordinary e} ) Registered % held by
Name of undertaking address Class of share held Group
The following subsidiary undertakings were incorporated outside of The Arana Unit Trust 33 - 50
the United Kingdom Thea Blackpool Unit Trust 33 - 50
The Broadstairs Unit Trust 33 - 50
Registered % held by The Coventry Unit Trust 33 - 50
Name of undertaking address Class of share held Group Booker India Limited 25 INR10 Crdinary 49
dunnhumby Advertising 23 EUR130.000 Registered INR5.00 Compulsorily 49
{Shanghai) Ce.. Lid? Capital 100 Convertible Preference
Dunnhumby Bilgisayar Bilisim 3 TRYZ5 0Q0Q Crdinary 100 Booker Satnam Wholosale b4 INRT 0Q Crdinary 49
Teknolojileri ve: Dartsmanhik Hizmeteri Limited
Limited Company® China Wisdom dunnhumby 53 CNY264.000.01 Grdinary 50
{Tasfiye Halinde Dunnhumby Bilgisayar Limiteg
Bilisim Teknoiojileri ve Danismanik China Wisdom dunnhumby 63 CNY1 00 Ordinary 50
Hizeestleri Lirmited Sirketi) {Shanghail Limiteg
Patrick C. Joyce Supermarket iy EUR1.25 Crdinary 100 dunnhumby Mitsui Bussan by JPY50,000 Ordinary 40
theadford) ULC Customer Science Co.. Lid
Sociomantic Labs InTernet Services o1 TRY25.00 Ordinary 100 Merrion Shopping Centre Ltd 24 EUR0.012697 Ordinary L1487
ﬁ?sl;:g ﬁgmzzns\:ciomanl ic Labs. Tesco Mobile CRs.r o 7 CZK100.00¢ Ordinary Y
Internet Hizmetleri Limited Sirketi) Tesco Mobila Stovakia s.r o. 72 EURLOG Ordinary 50
Sociamantic Labs Private Limited 26 INR10 Ordinary 100 THPL Support Services Limited 26 INR100 Equity 50
GBPO.01Floating Rate 100 Trent Hypermarket Private 26 INR1C.O0 Equity 50
Tesce Copital No.2 Limited 7 Regsemable Preference Lirmnited
GBP1.00 Ordinary 100 . e
WSC Properties Limited 24 EUR0.0000005 Ordinary 100 Consolidated structured entities
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Registered

Narne of undertaking address Nature of business
Pelamare Cards Holdeo Limited 47 Securitisation entity
Delamare Cards MTN Issuer PLC 47 Securitisation entity
Delamare Cards Receivables Trustee a7 Securitisation entity
Limited

Detamare Cards Funding 1 Limited A7 Securitisation entity
Delamare Cards Funding 2 Limited a7 Securitisation entity
Delamare Finance PLC N Securitisation entity
Delamare Group Heldings Limited n Securitisation entity
Tesce Property Finance 2 PLC n Securitisation entity
Tesco Property Finance 5 PLC n Securitisation entity
Tesco Property Finance 6 PLC n Securitisation entity

*  Undrrtaking where other share classes are held by a third party.

1 Interest held directly by Tesco PLC.

[a) 95% held by Tesco PLC.
Ib) 66.6% held by Tesco PLC.
fe) 50% held by Tesco PLC.

{d) Shares hekd by Tesco Pension Trustees Limited [TPTL. the corporate trustee of the
Tesco PLC Pension Scheme (the Schemel. On behatf of the Scheme, TRTL holds o 50%
shareholding in three property jaint ventures with Tesco. and s the sole shareholder of
TPT Holdeo No. 1 Umited and Tesco Pension Investment Limited.

{e} One ordinary share of the same class partly paid.

{fl Company was incorporated on 31/03/2023,
(g} Company was dissolved on 08/03/2023.

th) Company was dissohed on 05/04/2023,

M Company was dissolved on 09/03/2023.

fj) Company was dissolved on 7/03/2023.

(k) Company was put into liquidation on 24/02/2021.
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The Omnibus Building. Lesbourne Road. Reigate, Surrey, RHZ 7LD, United Kinpdom 80  Spaces les Halles - Spaces 40 rue du Louvre 75001, Paris, France

2040 Budaérs. Kinizsi. UT 1-3, Hungary

47 Esplanade. St Helier. Jersey, JE10BD

No. 725 Metropolis Building. Leved. 20, Suite 161, Sukhumvit Road. Klongtan Nua Sub-
District Wattana District. BANGKOK 10110, Thaiiand

¢/0 The Corporation Trust Compary. 1209 Orange Street, Corporation Trust
Center, Wilmington. DE 19801, United States

Ground Floor and First Floor, Worldrmark 1. Assat Area 11, Aerocity, Hospitality
District. Indira Ghandi Int. Airport. New Delhi. South West Delhi DL 110037, India
Foro Buenaparie £7, 20121 Milang, Italy

9Lh Floor. Shiroyama Trust Tower. 4-3-1, Toranomon 4-chome. Minalo-ku. Tokyo
105-6009. Japan

38/39 Fitzwiliiam Square. Dublin 2. lreland

willomsparkweg 150H. 1071 HS. Amsterdam. The Netherfands

81 & 82. EPIP Area. Whitefield. Bangalore, 560060, india

ul Grzybowska 2/29. Warsaw, Poland

c/o Eversheds Sutherland, 3rd Floor. 54 Mclrose Boulevard. Metrase Arch.
Gauteng. 219 South Africa

3300 Great American Tower. 301 Eust Fourth Street. Cincinnali. OH. 45202, United
States

windward 1. Regatia Office Park, PO Box BS37. Grand Cayman KY1 - 1103,

Cayman Isinnds

C/o Vaish Associates. 106. Peninsula Centre, Dr. $§ § RacRoad Parel Mumbai -
400012, India

Gth Floor. 125 London Wall. London, EC2Y 5AS, United Kingdom

Antonio Belket 444 Oficina 504 Comuna de Providencia, Ciudad de Santiapo, Chile
165 Tras Street, #03-01. Lian Huat Building. 979024, Singapore

Tesco PLC Annual Report and Financial Statements 2023 203



Supplementary information {unaudited)

One-year like-for-like sales performance (exc. VAT, exc. fuei)

Like-for-like sales

ar a2 a3 04 HI HZ FY
2022/23 2022/23 2022/23 2022/23 2022/23 2022723 2022/23
UK & ROI 1.5% 3.9% 5.2% 8.1% 2.7% 6.7% 4£.7%
UK 1.5)% 2.8% 4.3% 76% 0.7% 6.0% 3.3%
ROI (2.4)% 2.4% 5.3% 7.8% {0.0% 6.6% 3.3%
Booker 19.4% 9.3% 9.3% N.1% 13.9% 10.2% 12.0%
Central Europe 9.0% 11.8% 12.3% 8.5% 10.4% 10.3% 10.4%
Total Retall 2.0% 4.5% 5.7% 8.2% 3.2% 6.9% 5.1%
Three-year like-for-like sales performance (exc. VAT, exc. fuel)
Like-for-like sales
o [0 Qi Q4 Hi1 H2 FY
2022/23 2022/23 2022/23 2022/23 2022/23 2022723 2022/23
UK & ROI 8.7% 13.3% 13.7% 17.3% 11.5% 15.5% 13.5%
UK 8.1% n.6% 1.9% 16.3% 9.9% 14.1% 12.0%
RO 10.1% 14.3% 14.3% 20.1% 12.1% 17.3% 14.7%
Booker 19.6% 22.3% 24.0% 23.1% 21.0% 23.6% 22.2%
Central Europe N.3% 10.6% 16.9% 14.2% 1.0% 15.5% 13.2%
Total Retail 9.9% 13.1% 13.9% 17.1% 11.5% 15.5% 13.5%
Total sales performance (exc. VAT, exc. fuel)
Actual rates Constant rates
Hi Hz FY HI HZ FY
2022/23 2022/23 2022723 2022/23 2022/23 2022/23
UK & ROIT 2.6% F.0% 4.8% 2.6% 6.8% 4.7%
UK 0.6% 6.0% 3.3% 0.6% 6.0% 3.3%
ROI 0.8)% 13.2% 6.3% 1.0% 9.7% 5.4%
Booker 13.8% 10.2% 12.0% 13.8% 10.2% 12.0%
Central Europe 5.9% 10.7% B.3% 9.5% 10.4% 10.0%
Total Retail 2.8% 7.2% 5.0% 3.1% 7.9% 5.1%
Tesco Bank 24.6% 16.0% 20.1% 24.6% 16.0% 20.1%
Total Group 3.1% 71.4% 5.3% 3.5% 7.2% 5.3%
Country detaijl — Retail
Revenue lexc. VAT. inc. fuel]
Local currency Average exchange  Closing exchanpe
(i fm rate rate
UK 48 917 48.917 1.0 10
ROI 3.077 2.645 12 11
Booker 8.684 8.684 1.0 1.0
Czech Republic 45,603 1.601 285 268
Hungary 668.601 1.451 460.8 430.4
Slovakia 1.580 1.358 12 1.1
UK sales area by size of store
25 February 2023 26 February 2022
% of total % of Lotal
Store size [sq. ft.} No. of stores Million sq. ft. sq. ft. No._ of stores Mition sq. ft, sq. ft.
$-3.000 2605 56 14.6% 2.556 55 14.2%
3.001-20.000 276 29 7.6% 281 a0 7.8%
20.001-40.0C0 286 82 21.2% 286 B.3 21.4%
40.001-60.000 82 88 22.8% 182 - X:) 227%
60.001-80.000 ne 8.4 21.6% 120 B4 21.7%
80.001-100.000 45 37 9.6% 45 37 96%
Cver 100.000 8 1.0 2.6% 8 1.0 2.6%
Total* 3,521 38.6 100.0% 3,478 38.7 100.0%

*  Excludes Boower and franchise stores.
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Group space summary
Actual Group space - store numbers'

2021722 Closures/ Nel gdin/ 2022/23 Repurpasing/
year end Qpenings disposals {reduction)® year end exlensions®
Large'd 798 2 n i 739 6
Convenience 1,966 50 (18) 3z 1.998 -
Dotcom only 6 - - - 5 -
Total Tesco 2,770 52 (19) 33 2,803
One Stop® €695 18 {1 7 712 -
Booker 192 - h m 19 -
Jack's 13 - 7} 7 6 6)
UK 3.670 70 28} 42 3.z -
ROM 152 i4 - 14 166 1
UK & ROl 3,822 84 [28) 56 3,878 1
Czech Republic® 185 4 (2} 2 187 8
Hungary 198 - (1 n 197 13
Slovakia® 154 3 - 3 157 14
Central Europe'® 537 7 (3} 4 541 35
Group™ 4,359 91 (31} 60 4,419 36
UK (One Stop) 252 53 14} 39 29 -
Czech Republic 126 4 6) (2) 124 -
Siovakia 15 12 (2} 10 25 -
Franchise stores 393 69 (22) 47 440 -
Total Group 4,752 160 (53) 107 4,859 36
Actual Group space - ‘000 sq. ft.=
2021722 Closures/ Repurposing/ Net gain/ 2022/23
yedr end Openings disposals extensions' (reduction] year end
Large® 31.402 26 165) 64 25 31.427
Convenience 5.287 129 (72 - 57 5.344
Dotcom only 716 - - - - 716
Total Tesco 37,405 155 137) 64 82 37,487
Ore Stop*® 1134 37 {2 - 35 1169
Booker 8.210 - (29) - {29 8.181
Jack’s 128 - 65) 163) (128) -
LK 46.877 192 (233) 1 {40) 46,837
RO 3.344 126 - 8 134 3.478
UK & ROI® 50,221 318 {233) 9 94 50,315
Czech Republic® 4.248 48 22) (126) nozy 4146
Hungary 5.927 - 3 (254) {257) 5,670
Slovakia® 3.143 3 - (27) 4 3,147
Central Europe™ 13,318 77 (25) (407) (355) 12,963
Group* 63,539 395 (258) {398) (261} 63,278
UK [One Stop) 367 N {18) - 53 420
Czech Republic 15 3 4) - n n4
Slovakia 13 1 )] - 10 23
Franchise stores 495 85 (23) - 62 557
Total Group 64,034 ABO {281) {398) (199) 63,835

{ai Continuing operations

(b} The net gain/lreduction) reflects the number of store openings less the number of store closures/disposals

(e} Repurposing of retail selling space

(d) Six Jack's stores converted 10 Large stores: reflected within repurposing/extensions.

(e} Excludes franchise stores.

{f Openings include 10 stores as a result of the acquisition of Joyee’s stores. one of which we will sell as a condition of the ckearance of the transaction.
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Supplementary information (unaudited) continued

Group space forecast to 24 February 2024 - 000 sq. ft.?

2022723 Closuras/ Repurposing/ Neat gain/ 2023/24
year end QOpenings disposals extensions {reduction) year end
Large 31.427 36 (15) - 21 31,448
Convenience 5344 196 21 - 175 5519
Boteom only 76 - - - - 716
Total Tesco 37,487 232 (36) - 196 37,683
One Stop® 1169 68 (8) - 59 1.228
Booker 8.181 - - - - 8.181
Uyt 46 B37 300 (45} 258 47.007
ROI 3.478 51 a7 - 34 3.512
UK & RO 50,315 351 (62) - 289 50,604
Czech Republic™ 4.146 20 (13} (801 73) 4.073
Hungary 5.670 - - (305) {305) 5,365
Slovakia® 3.147 59 - 27} 32 3179
Central Europe®™ 12,963 79 (13} {412} {348) 12,617
Group®™ 63,278 430 {75} {412} 57 63,221
UK (One Stop) 420 161 (16) - 145 565
(Czech Repubfic 4 3 (3) - - 14
Slovakia 73 10 - - 0 33
Franchlise stores 557 174 19} - 155 71z
Total Group 63,835 604 {94) {412) 98 63,932
{a} Continuing operations,
b} Excludes franchise slores,
Tesco Bank incorme statement
2023« 2022
£m £m
Revenue
Interest receivable and similar income 540 473
Fees and commissions receivable 257 210
Gross insurance prémium income 309 239
1,106 922
Direct costs
Interest payable 99) (42)
Fees and commissions payable {10 (20)
Insurance premium income ceded to reinsurers (139} {105)
Insurance claims ncurred 175) {1500
Reinsurers’ share of claims incurred 90 62
{333 [255)
Other income/lexpenses) (5) 15
Gross profit 768 682
Other expenses
Staff costs {218) (2101
Premises and equipment (700 {68l
Other administrative expenses 222 ns3)
Depreciation and amaortisation (54) {651
Impairment (loss)/reversal on financial assets B 30
Adjusted operating profit 143 176
Adjusting items® {1 -
Operating profit/{loss) 132 176
Finance income/{costs): movemnents on derivatives and hedge accounting 2 2
Finance income/{costs): interest (8) (4}
Finance income/(costs): leases (2) 2)
Share of profit/{loss) of joint venture - 3
Profit/(loss) for the year 124 175

(al These results are for the 12 months ended 28 February 2023 and the previous period represents the 12 months ended 28 February 2022,
(b} Adjusting items of E(1im in 2023 (2022 Lnil) relate 10 operational restructuring changes, as part of the multi-year "Save to mvest’ programme. Refer to Note 4 for further details.
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Other information

Glossary - Alternative performance measures

Introduction
In Lhe repor Ling of financial information, the Directors have adopted various Alternative performance measures (APMs).

These measures are not defined by International Financial Reporting Standards (IFRS) and therefore may net be directly comparable with other
companies’ APMs, including those in the Group’s industry. APMs should be considered in addition to, and are not intended to be a substitute for,
or superior to. IFRS measures

Purpose

The Directors believe that these APMs assist in providing additional useful information on the trends, performance and position of the Group.
APMs aid comparability between geographical units or provide measures that are widely used across the industry. They also aid comparability
between reporting periods: adjusting for certain costs or incomes that derive from events or transactions that fall within the normal activities
of the Group but which. by virtue of their size or nature. are adjusted, can provide a helpful alternative perspective on year on year trends.
performance and position that aids comparability cver time.

The alternative view presented by these APMs is consistent with how management views the business. and how it i3 reported internally to the
Board and Executive Committee for performance analysis. planning. reporting. decision making and incentive- setting purposes.

Further information on the Group's adjusting items, which Ts a critical accounting judgement. can be found in Notes 1and 4.

Some of the Group's IFRS measures are translated at constant exchange rates. Constant exchange rates are the average actual periodic
exchange rates 1or the previous financial periog and are used to eliminate the eftects of exchange rate fluctuations in assessing performance.
Actual exchange rates are the average actual periodic exchange rates for that financial period.

Changes to APMs

The Adjusted diluted earnings per share (adjusted for share consolidation) APM was previously provided to aid year-on-year comparability in the
event of a share consolidation. The APM is no longer relevant for the 2022/23 financial year so has been removed.

Group APMs
Chasest equivatent Adjustments ta reconcite

APM IFRS measure Lo IFRS measure Definition and purpose

Income statement

Revenue measures

Sales Revenue - Fuel sales — Excludes the impact of fuel sales made at petrol filing stations to
demenstrate the Group's performance in the retail and financial
services businesses. It removes volatilities outside of the control
of management, associated with the movement in fuel prices.

— This is & key management incentive metric.
This measure is alsc presented on a Retail and Tesco Bank basis

Growth in sales No direct equivalent - Ratio N/A Growth in sales is a ratio that measures year-on-year movement
in Group sales for continuing operations for 52 weeks. It shows
the annual rate of increase in the Group’s sales and is
considered a good indicator of how rapidly the Group's core
business is growing.

Like-for-like (LFL) No direct equivalent — Ratio N/A — Like-for-like is a measure of growth in Group online saies and
sales from stores that have been open for at least a year (but
excludes prior year sales of stores closed during the year} at
constant foreign exchange rates. It is a widely used indicator of a
retailer's current trading performance and is important when
comparing growth between retailers that have different profiles
of expansion, disposals and clesures.
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Glossary - Alternative performance measures continued

APM

Closest equivalent
IFRS measura

Adjusiments to reconcile to
IFRS measure

Definition and purpose

Profit measures

Adjusted operating profit

Operating profit from
continuing operations®

- Adjusting items®

Adjusted operating profit is the headline measure of the
Group's performance. based on operating profit from
continuing operations before the impact of adjusting itermns.
Refer to the APM Purpose section of the Glossary and Note 1for
further information on adjusting items.

Amortisation of acquired intangibles is included within adjusting
items because it relates to historical inorganic business
combinations and does not reflect the Group's ongeing trading
performance {related revenue and other costs from
acquisitions are not adjusted).

This is a key management incentive metric.

This measure is also presented on a Retail and Tesco Bark basis.

Adjusted total finance costs

Finance costs

Adjusting items®

Adjusting items within finance costs inciude net pension finance
Income/costs and fair value remeasurements. Net pensicn
finance income/costs are impacted by corporate bond yields,
which can fluctuate significantly and are reset each year based
on external market factors that are outside management’s
control. Fair value remeasurements are impacted by changestc
credit risk and various market indices. applying to financial
instruments resulting from liability management exercises.
which can fluctuate significantly outside of management’s
control. This measure helps to provide an alternative view of
year-an-year trends in the Group's finance costs.

Adjusted profit before tax

Profit before tax

- Adjusting iterns’™

This measure is the summation of the impact of all adjusting
items on profit before tax. Refer to the APM Purpose section of
the Glossary and Note 1 for further information on adjusting
itemns.

Adjusted operating margin

No direct equivalent

- Ratio N/A

Operating margin is calculated as adjusted operating profit
divided by revenue. Progression in operating margin is an
important indicator of the Group's operating efficiency.

Adjusted diluted earnings
per share

Diluted earnings per share
from continuing operations

— Adjusting items®™

This metric shows the adjusted profit after tax from continuing
operations attrioutable to owners of the parent divided by the
weighted average number of crdinary shares n issue during the
financial period. adjusted for the effects of potentially dilutive
share options.

Retail EBITDA learnings
before adjusting items.

Retail operating profit from
continuing operations®

Adjusting items®
- Depreciation and

This measure is widely used by analysts. investors and other
users of the accounts to evaluate comparable profitability of

interest, tax. depreciation amortisation companies. as it excludes the impact of differing capital

and amertisation) structures and tax positions. variations in tangible asset
portfolios and differences in identification and recognition of
intangible assets. It is used to derive the Net debt/EBITDA and
Total indebtedness ratios. and Fixed charge cover APMs.

Net interest margin No direct equivalent - Ratio N/A Net interest margin is calculated by dividing Tesco Bank

annualised net interest income. less annualised lease interest
expense. by average interest-bearing assets.

It is @ measure of the gross profitability of Tesco Bank's lending
operations.

Tax measures

Adjusted effective tax rate

Effective tax rate

- Adjusting items®

Adjusted effective tax rate is calculated as total income tax
credit/Icharge) excluding the tax impact of adjusting items,
divided by adjusted profit before tax. This APM provides an
indication of the ongeing tax rate across the Group.
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APM

Closest equivalent
IFRS measure

Adjustments Lo reconcike
ta IFRS measure

Other information

Definition and purpose:

Balance sheet measures

Net debt

No direct equivalent

- N/A

- Net debt excludes the net debt of Tesco Bank but includes
that of the discentinued operations to reflect the net debt
obligations of the Retail business.
Net debt comprises bank and other borrowings, lease liabilities.
net derivative financial instruments, joint venture icans. and net
interest receivables/payables. offset by cash and cash
equivalents and short-term investments.

- 1tis a useful measure of the progress in generating cash and
strengthening of the Group's balance sheet position. and
is @ measure widely used by credit rating agencies.

Net debt/EBITDA ratic

Mo direct equivalent

— Ratio N/A

- Net debt/EBITDA ratio is calculated as Net debt divided by the
rofling 12-month Retail EBITDA. It is 2 measure of the Group’s
ability to meet its payment obligations. showing how long it
would take the Group to repay its current net debt if both net
debt and EBITDA remained constant. It is widely used by analysts
and credit rating agencies.

Total indebtedness

No direct equivalent

- N/A

Total indebtedness is Net debt plus the IAS 19 deficit in any
pension schemes [net of associsted deferred tax) to provide
an overall view of the Group's obligations. including the long-
term commitments ta the Group’s pension schemes. Pension
surpluses are not included. It is an important measure of the
long-term obligations of the Group and is & measure widely
used by credit rating agencies.

Total indebtedness ratio

No direct equivalent

Ratio N/A

Total indebtedness ratic is calculated as Total indebtedness
divided by the rolling 12-month Retail EBITDA. It is a measure of
the Group's ability to meet its payment obligations and is widely
used by analysts and credit rating agencies.

Fixed charge cover

No direct equivalent

RatioN/A

- Fixed charge cover is calculated as the rolling 12-month Retail
EBITDA divided by the sum of net finance costs {excluding net
pension finance income/costs. finance charges payable on
lease liabilities. capitalised interest and fair value
remeasurements) and all lease llability payments from
continuing operations. it is a measure of the Group's ability to
meet its payment obligations and is widely used by analysts
and credit rating agencies.

Capex

Property, plant and
equipment, intangible
asset, and investment
property additions.
excluding those from
business combinations

- Additions relating to
property buybacks

- Addgitions relating to
decommissioning
provisions and similar
items

Capex excludes additions arising from business combinations
and buybacks of properties (typically stores). as well as additions
relating to decommissioning pravisions and similar items.

- Property buybacks are variable in timing, with the number and
vaiue of buybacks dependent on opportunities that arise within
any given financial year. Excluding property buybacks therefore
gives an alternative view of trends in capital expenditure in the
Group's ongoing trading operations.

- Additions relating to decommissioning provisions and similar
items are adjusted because they do not result in near-term
cash outfiows.

Cash flow measures

Retail free cash flow

No direct equivalent

— N/7A

- Retail free cash flow includes continuing cash flows from
operating and investing activities for the Retail business. the
market purchase of shares net of proceeds from shares issued
in relation to share schemes and repayment of obligations
under leases. excluding the effects of Tesco Bank’s cash flows.
The following items are excluded: investing cash flows that
increase/decrease iterms within Net debt: proceeds from the
sale of property. plant and equipment, investment property.
intangible assets and assets classified as held for sale: cash
utilised to buy back property: proceeds from the sale of
supsidiaries: cash utilised in business acquisitions: cash used for
investment in joint ventures. associates and unlisted equity
investments: and adjusting cash items in operating cash
activities.

- By adjusting for these factors. which can have unpredictable
timings or amounts, or can be driven by external events or non-
operational business decisions [such as acquisitions and
disposals of properties as opportunities arise). the Directors
and management believe this provides a view of free cesh flow
generated by the Group's retail trading operations that is more
predictable and comparable over time, and refiects the cash
available to shareholders.

This is a key management incentive metric.

fal Operating profit is presented on the Group income statement. ILis not defined per IFRS. however. is a generslly accepled profit measure.

Ib) Refer 1o Nete 1and Note 4
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Glossary - Alternative performance measures continued

APMs: Reconciliation of income statement measures
Retail EBITDA

APM APM
2023 2022
Notes Em tm
Operating profit 2 1,525 2,560
Less: Adjusting items Z 1.105 265
Adjusted operating profit 2 2,630 2,825
Less: Tesco Bank adjusted operating profit 2 {143) (176)
Retail adjusted operating profit 2 2,487 2,649
Add: Retail depreciation and amortisation before adjusting items 2 1.570 16577
Retail EBITDA 4,057 4,226
Net interest margin
APM APM
2023 2022
Notes £m £m
Tesco Bank revenye 2 1,106 922
Less: Tesco Bank revenue from fees and commissions receivable 2 (257) (210}
Less: Tesco Bank revenue from gross insurance premium income ya (309) (239}
Tesco Bank interest expense within cperating profit {99} 42}
Tesco Bank interest expense within finance income/(costs) (8) 4
Net interest income 433 427
Average interest earning assets 8,835 8,505
Net interest margin (%) 4.9% 5.0%
APMs: Reconciliation of balance sheet measures
Net debt
A reconciliation of Net debt is provided in Note 32.
Net debt/EBITDA and Total indebtedness ratio
APM APM
2023 2022
Notes £m fm
Net debt 32 10.493 10.516
Retail EBITDA 4,057 4.226
Net debt/EBITDA ratio 2.6 2.5
Net debt 32 10.493 10.516
Add: Defined benefit pension deficit. net of deferred tax 29 300 242
Total indebtedness 10,793 10,758
Retail EBITDA 4,057 4,226
Total Indebtedness ratio 2.9 2.5
Fixed charge cover
APM APM
2023 2022
Notas £m im
Net finance costs 5 533 542
Less: Net pension finance income/(costs) 5 80 (22)
Less: Fair value remeasurements of financial instruments 5 (51 123
Adjusted total finance costs 562 643
Less: Finance charges payable on lease liabilities 5 373) {409)
Adjusted total finance costs, excluding capitalised interest and finance charges payable on lease liabilities 189 238
Add: Total lease fiability payments 12 966 977
Less: Discontinued operations total lease liakility payments - (2)
1.155 1.213
Retail EBITDA 4,057 4,226
Fixed charge cover (ratio) 3.5 3.5
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Capex
APM APM
2023 2022
Notes £m im
Property, plant and equipment additions™ n 1,252 1,587
Other intanglble asset additions® 10 277 229
Less: Additions from obtaining control of property joint venture®™ 1 (248) (584)
Less: Additions from other property buybacks n {29 37
Less: Additions relating to decommissioning provisions and similar items (17) (94)
Capex 1,235 1,101
la} Excluding amounts acguired through business combinations.
(b} Acquisition of The Tesco Domey Limited Partrership in 2023 and The Tesco Sarum Limited Partnership in 2022
APMs: Reconciliation of cash flow measures
APM APM
2023 2022
Notes £m £m
Cash generated from/{used in} operating activities 2 3,722 3,757
Cash generated from/(used in) investing activities 2 (706) (1,735}
Less: Cash generated from/(used in) operating activities in Tesco Bank 2 30 (149}
Less: Cash generated from/(used in) operating activities in discontinued operations 2 - 6
Less: Cash generated from/(used in) investing activities in Tesco Bank 2 205 19
Less: Cash generated from/lused in) investing activities in discontinued operations 2 - {43
2 3,251 1,955
Own shares purchased in relation to share schemes 2 86) (144)
Retall repayments of capital element of obligations under leases 2 (589} (571)
Exclude/add back:
Retail proceeds from sale of property. plant and equipment, investment property. intangible assets and 2 (347) (308)
assets classified as held for sale
Retail purchase of property. plant and equipment, investment property and other long-term assets - 2 54 80
property buybacks
Retail disposal of subsidiaries, net of cash disposed 2 - 7
Retail acquisition of businesses, net of cash acquired 2 66 -
Retall investments in/(proceeds from sale of} joint ventures and associates 2 10 (4)
Retall adjusting net cash (generated from)/used in operating activities 2 61 316
Retail increase in koans to joint ventures and associates 2 ! 4
Retail net investments in/(proceeds from sale of} other investments z 205 0
Retail net investments in/(proceeds from sale of) short-term investments 2 451 1.067
Retail cash inflows from derivative financial instruments within investing activities 2 (54) -
Retail cash outflows from derivative financial instruments within investing activities 2 6 -
Retail free cash flow Z 2,133 2,277
The following table reconciles the Retail free cash flow APM 1o that previously presented:
APM APM
2023 2022
Notes £m £m
Retail free cash flow 2 2,133 2,277
Retail proceeds from sale of property. plant and equipment. investment property. intangible assets and 2 an 308
assets classified as held for sale
Retail purchase of property. plant and equipment and investment property - property buybacks 2 (54} {80)
Retail cash outflows exceeding the incremental increase in assets in a property buyback 2 (20 -
Retail disposal of subsidiaries. net of cash disposed 2 - n7
Retail acquisition of businesses, net of cash acquired 2 66) -
Retail (investments inl/proceeds from sale of joint ventures and associates 2 (10 4
Retail linvestments inl/proceeds from sale of other investments 2 (205) 1
Retail adjusting net cash (generated from)/used in operating activities 2 61) {316}
Memo: Retail free cash flow including cash flows from non-major cerporate 2 2,057 2,31

acquisitions and disposals, cash flows from the sale or buyback of properties,
and Retall adjusting cash flows from operating activities
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Glossary — Other

Other

CPI

Consumer price index.

Capital employed

This is calculated as net assets less net debt less net assets of the
disposal group and non-current assets classified as held for sale.

Dividend per share
This is calculated as interim dividend per share paid plus final
dividend per share declared in respect of that financial year.

Enterprise value
This is calculated as market capitalisation plus net debt.

Expected credit loss (ECL)

Credit loss represents the portion of the debt that a company is
unlikely to recover. The expected credit loss is the projected future
losses based on probability-weighted calculations.

ESG

Environmental. social and governance.

FTE

Full-time equivalents.

LPI
Limited price index.

Market capitalisation
The total value of all Tesco shares calculated as total number of
shares multiplied by the closing share price at the year end.

MTN

Medium-term note.

Tesco PLC Annual Report and Financial Statements 2023

MREL
Minimum requirements for own funds and eligible liabilities
{European Banking Authority}.

Net promoter score (NPS)

This is a loyalty measure based on a single guestion requiring a score
between 0 and 10. The NPS is calculated by subtracting the percentage
of detractors (scoring 0-6) from the percentage of promoters {scoring
g 10). This generates a figure between -100 and 100 which is the NPS.

Return
Profit before adjusting items and interest. after tax (applied at
effective rate of tax).

Return on capital employed {(ROCE)
Return divided by the average of opening and closing capital
employed.

RPI
Retail price index.

Total capital ratio
This is calculated by dividing total regulatory capital by total risk-
weighted assets.

SONIA
Sterling Overnight Index Average.

Total shareholder return

The notional annualised return from a share, measured as the
percentage change in the share price. plus the dividends paid with
the gross dividends, reinvested in Tesco shares. This is measured
over both a one and five -year period.



Five-year record

| Other information

The statistics below reflect the latest published information. For financial years prior to 2023, these statistics represent the comparatives from
the following years' financial statements. During 2021, the Group disposed of its operations in Asia and agreed to dispose of its operations in
Poland. which were treated as discontinued. The 2020 statistics have been restated to be consistent with 2021 to present Asla and Poland as

discontinued operations. with years prior to 2020 not restated.

Refer to the Glossary for a full list of APMs and their definitions.

2019 202000 20N 2022 2023
Financlal statistics (£m)
Sales
UK & ROI 44.863 45.752 48.848 A%.984 52.369
Central Europe: 6,030 2.968 3.862 4862 4.181
Asia 4873 - - - -
Tesco Bank 1.097 1.068 735 G922 1106
Group sales 56,883 50.788 53.445 54.768 67,656
Revenye
UK & ROH 51643 52.898 5370 56,404 60.246
Central Europe: 6.298 4125 3.082 4.018 4.410
Asia 4873 - - - -
Tesco Bank 1.097 1068 735 922 1106
Group revenue 63,811 58,091 57,887 61,344 65,762
AdJusted cperating profit/(lossi®
UK & ROI 1,868 2.202 1.839 2481 2.307
Central Europe 22 176 124 68 180
Asia 319 - - - -
Tesco Bank 195 193 175} 176 143
Group adjusted operating profit/{loss} 2,607 2,51 1,788 2,825 2,630
Adjusted ocperating margin 4.1% 4.4% 3.1% 4.6% 4.0%
Operating profit/lloss)
UK & ROI 1.549 1923 1.8490 219 1.249
Central Europe 279 204 127 193 144
Asia 252 - - - -
Tesco Bank 169 74 {4701 176 132
Group operating profit/ioss) 2,649 2,206 1.547 2,560 1,525
Share of post-tax profits/llosses] of joint ventures and associates 32 8 26 1 B
Net finance costs {1.064) {1.170) 53N H42) 1533
Profit/lloss) before tax 1,617 t.028 636 2,033 1.000
Taxation 347 (2001 1104) 1510) 240
Profit/lloss] for the year from continulng operations 1,270 738 532 1,523 753
Discontinued operations - 235 5426 140} ey
Profit /loss} for the year 1.270 u7s 54958 1,483 744
Allnbutable to
Owniers of the parent 1272 qn f.954 1.481 74h
Non-controlling interests (2 2 4 2 m
Adjusted profit before tax* 1,806 1,869 1,134 2,157 2,076
Other financlal statistics.
Diluted earnings/{iosses) por share - continuing operations 13.04p 7.54p LA8p 19.64p 10 O8p
Adfusted diluled earnings per share (adjusted for share consoldation)« 11.01p 18.98p N.58p 21.86p 21.85p
Dividend por share 5770 9.15p 9100 10.%0p 10.50p
Cash generated from rotal operating activities (Em) 3.637 3.580 an 3614 3,752
Retail free cash flow (£mjs 889 1493 1.340 2.277 2133
Return on capital employed (ROGE® 7.9% 6.1% 5.4% 7.8% 8.6%
Total shareholder return® 10.2% 5.2% 26% 32.4% H0.5%
Net gebt (Em)< 13.204 12.298 1955 10.916 10.453
Pension deficit. net of deferred tax - Group (Em) 2.338 2.573 1.004 242 300
Total indebtedness {Em}= 15,542 14,87 12,959 10,758 10,793
Enterprise value (fmr A4,024 34676 29.336 32,403 28.562
Group retail statistics.
Number of stores”™ 6.993 4,613 4673 4752 4,859
Total sales areq (000 sq. fLf 9298 63.97 63,980 64,034 63.835
Average employees 464.505 354.4% 367321 354744 336.926
Average FTE employees 321.490 243.03 242.91 23.223 222.306
UK & RO retail statistics
Number of stores” 3,961 3.968 4.008 4.074 4168
Total sales area (‘000 sq fi )" 50.521 50.400 50.443 50.588 50.735
Average FTE employees 223,542 21 214.470 204 974 196.91
Revenue lexc fued iper FTE - £) 200.781 217.070 227,70 243,855 265953
Weekly revenue lexc. fuelt iper sq. ft - £} 18.64 1711 18.63 11.04 19,58

A See APM reconciliations in Glossary section on pages 210 to 211
fad b3weoks.

tb) Foliowing the disposal of Asia during 2021, the 2020 statistics have boen restaled Lo be consistent with 2021 to present Asia as discontinued operations and therefore no longer as a separale

reportable segment. Years prior to 2020 have not beaen restated,
le) See Glossary for definitions

Ic) Dividend per share relating to the interim and proposed final dividend

le) The: share base used in Adjusied diluted earnings per share in 2020 and 2021 is adjusted Lo capture the fullimpact of the share consclidation which forlowed the sale of the Group’s businesses in
Thailand and Malaysia. as if it took place at the start of the 2020/21 financial year, As such. Adjusted diluted earning per share (adjusted fer share consolidation) is presented on a basis other than

n secordance with 1AS 33,
If) Including franchise stores
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Shareholder information

Managing your shares and shareholder

communication
The Company's share register is maintained by our
Registrar. EqQuiniti.

Shareholders can manage their holdings online or elect to receive
shareholder documentation in electrenic form by setting up a
Shareview portfolio at www.shareview.co.uk. Some benefits of
having a Shareview portfolio include:

3

receiving the latest shareholder communications electronically;

- vating online for the resolutions at the AGM and any other
sharehclder meetings:

- managing all your shareholdings in one place:

- buying and selling shares instantly online with the share dealing
service; and

- easily updating your contact details.

For more information and to register for this service, please visit
www.shareview.co.uk. Registration can be completed in just four
easy steps and you will need your Shareholder Reference Number.

E-comms

We encourage our shareholders to accept ail shareholder
communications and documents electronically. in place of receiving
traditional paper copies by post. This halps us to reduce our
environmental impact and costs, which aligns with our strategic
priorities. If you would like to sign up to receive all future shareholder
communications electronically. please register with Shareview by
visiting www.shareview.co.uk. Once you have signed up. you will
receive an email to let you know when shareholder documents become
available on our website, including ocur annual financial results, notices
of sharehoider meetings and other shareholder documents.

Tesco Share Account

The Tesco Share Account {TSA) is a free service available to

Tesco shareholders that allows you to hold your Tesco shares
electronically. Your shares are held in the name of Equiniti Corporate
Nominees Limited and held on your behalf on a private register.
Holding your shares electronically removes the need to hold paper
share certificates. making dealing quicker and more secure. You wiil
alsc receive preferential dealing rates through the TSA.

The TSA is a sponsored nominee service operated for Tesco by
Equiniti Financial Services Limited. authorised and regulated by the
FCA. When you join the TSA, you remain the beneficial owner of
your shares and continue to have the right to receive shareholder
communications. vote at general meetings and to receive any
dividends paid on your shares.

For further information or to join the TSA. please contact Equiniti.

Annual General Meeting (AGM)

The 2023 AGM is scheduled to be held on Frigay. 16 June 2023 at
11.30am in the Heart building on our Welwyn Garden City campus.,
A copy of the Notice of Meeting ¢can be found on our website at
www tescoplc.com/AGM2023.
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Dividend

An interim dividend of 3.85 pence per Ordinary share was paid on
25 November 2022. Shareholders will be asked to approve a tinal
dividend of 7.05 pence per Ordinary share for the year ended

25 February 2023 at this year’s AGM. If approved. this will be paid
on 23 June 2023 to all shareholders on the Register of Members at
the close of business on 12 May 2023.

As a responsible business. Tesco s committed to reducing its
carbon footprint across all business activities. As previously
announced, we will no longer be paying dividends by cheque.
To centinue to receive dividends. you will need to provide your
bank or building society account details to Equiniti, so that
dividend payments and any other money payable to you in
connection with your shares can be made by direct payment.

You may alsc choose te have your dividends reinvested in further
Tesco shares through cur DRIP {terms and conditions apply).

For more information or to change your dividend payment instructions
contact Equiniti or register online at www.shareview.co.uk.

Share buyback programme

On 13 Aprii 2022, Tesco PLC announced the continuation of

the cngeing share buyback programme. committing to a further
£750m in shares to be repurchased by no tater than April 2023.
This tranche completed in February 2023.

The Company intends to buy back a further £750m worth of
shares by no later than April 2024, This wiil be carried out by
the Company using the authority to purchase its own shares as
approved by shareholders.

The sole purpose of these share purchases is to reduce the
Company’s share capital and therefore ordinary shares purchased
under the buyback wil be cancelled.

Share dealing service

Equinit! offers telephone, postal and internet services for dealing
in Tesco PLC shares. Dealing fees vary between brokers and you
are recommended to check that you are being charged the most
competitive rate. You will need your Sharehalder Reference
Number as shown on your share certificate.

For further information please visit www._shareview.co.uk/dealing
or call 0345 603 7037. lines open between 8.00am and 4.30pm,
Manday to Friday lexcluding UK public holidays).

Shareholder security

In recent years. Tesco PLC has become aware that its
sharehclders (and holders of other Tesce securities) have received
unscolicited phone calls or correspondence concerning investment
matters. These callers can be very persistent and extremely
persuasive and often have professional websites and telephone
numbers to support their activities. These callers will sometimes
imply connection te Tesco and provide incorrect or misleading
information. Shareholders are advised to be very wary of any
unsolicited advice, offers to buy shares at a discount or offers of
free company reports.

Always check that any firm contacting you about potential
investment opportunities is authorised by the FCA. You can

find out more about protecting yourself from investment scams
by visiting the FCA’s website at www.fca.org.uk/consumers, or
by calling the FCA’s consumer helpline on 08§00 111 6768.



Financial calendar 2023/24

t 25 February 2023
Financial year end 2022/23

February
2023

16 June 2023

+ 4 October 2023
Interim resuits announcement

ssesnassra

Other information

24 February 2024
Financial year end
2023/24

February
2024

-
.
.
»
.
.
-
.
.
.

AGM and Q1 trading statement

23 June 2023
Proposed payment date
for final dividend

American Depositary Receipts (ADRs)

The Company has a sponsored Level 1ADR programme for
which J.P. Morgan Chase Bank N.A. acts as depositary. The ADRs
are traded in the US, where one ADR represents three Ordinary
shares. The ADR programme confers the right to receive

11 January 2024
Q3 ang Christmas trading
statement

.
.
.
.
.
-
.
.
.
-
.
»
-
-
-
-
-
.

Flease note that these dates are provisional and subject 10 change

Share register analysis

As at 25 February 2023, the Company had 7,318.341,195 shares
in issue (26 February 2022: 7.637,986.531} and 218.685 registered
holders of Ordinary shares (27 February 2021: 227.285).
Shareholdings are analysed below:

dividends in US Dallars.

Range of sharehoiding

Number of holdings

% of 1ssued
share capital

ADR details
Symbal TSCDY 1- 500 144.880 0.23%
CUSIP 881575401 501-1.000 19.701 0.20%
Exchange J 1.001 - 5.000 37.773 1.21%
Ratio 3 Over 5.001 18.331 98.36%
Effective date 1 April 1932 Total 218,685 100%
All enguiries relating to the ADR programme should be directed to: Breakdown of holders with over 5.000 shares
. % of 1ssued
Shareowner Services Range ot shareholding Number of holdings share capital
P.0. Box 64504 5.001 - 10,000 8734 0.84%
St. Paul. MN 55164-0504 10.001 - 50.000 6.210 157%
50.001-100.000 351 0.33%
Email: StockTransfer@eqmniti_com 100,001 - 500.000 444 1.40%
Telephone (US): +1 800 990 135 500.001 - 1.000.000 163 155%
Telephone (outside US): +1 651 453 2128 1.000.001 - 5.000.000 243 762%
website: www.adr.com 5.000.001 186 85.05%
Total 16,331 98.36%
Major shareholders
Information provided Lo the Company Dy major shareholders Category of shareholders
pursuant to the FCA's Disclosure Guidance and Transparency
Rules (DTR) are published via a Regulatory Information Service % of total Number of
and are available on the Company's website. As at 25 February N“&?;;;; reg&:ﬁ;‘z Ordinary sl_‘zroef?;;f;
2023 and the date of this report. the Company had received Private 216641 99.07%  395.587.963 5.41%
notification of the following interests in voting rights pursuant —
to Chapter 5 of the DTR: Institutional
and corporate 2,044 (0.93% 6.922.753.232 94 59%

% of voting rights

lal

BlackRock, tnc. 6.64
Schreders plc 499
Silchester Internatignal Investors LLP 4.98
Fidelity internationar (FIL Limited] 3.04

{a} Percentages are shown as a percentage of the Company’s total volng rights as at the
date the Company was notfied of the change in holding
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Shareholder information continued

Useful contacts
Tesco PLC registered office:

Tesco House

Shire Park

Kestrel Way

Welwyn Garden City
AL/ 1GA

Investor Relations
Investor Relations Department
Tesco House

Shire Park

Kestrel Way

wWelwyn Garden City

AL7 1GA

Telephone: +44 (0) 330123 9928

Registrars
Equiniti LimTted
Aspect House
Spencer Road
Lancing

West Sussex
BN9Y 6DA

Email: customer@equiniti.com

Telephone:

{UK) 0371 384 2977

{Qutside UK) +44 (G} 121 415 7053
Calls are charged at national rates.

Calls from a mobile device may incur network extras.

Website: www.eguiniti.co.uk

Group Company Secretary
Robert Welch

Corporate brokers
Barclays Bank PLC
Citigroup Global Markets Limited

Independent auditors
Deloitte LLP

General queries

Switchboard: +44 (D) 1992 632 222
Website: www.tescoplc.com
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