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Offering delicious, great quality food
at competitive prices has been at the
heart of what we do since John James
and Mary Ann Sainsbury opened our
first store in 1869. Today, inspiring and
delighting our customers with tasty
food remains our priority.

Our purpose is that driven by our
passion for food, together we serve
and help every customer.

Our focus on great value food and convenient shopping,
whether in-store or online is supported by our brands —
Argos, Habitat, Tu, Nectar and Sainsbury’s Bank.
Sainsbury’s has over 600 supermarkets and over 800
convenience stores. Argos is a leading digital retailer
and is the third most visited retail website in the UK,
with over 80 per cent of its sales starting online. Argos

is conveniently available for customers to collect from
hundreds of Sainsbury’s stores. Digital and technology
enables us to adapt as customers shop differently and our
profitable, fast-growing online channels offer customers
quick and convenient delivery and collection capability.

Our 171,000 colleagues are at the heart of serving and
helping our customers every day and are vital to our
success, now and in the future.
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Performance highlights

3.4%

Retail sales growth {inc. fuel)
versus the 2020/21 financial year.
Excluding fuel sales declined 2.6%

£730m™

Underlying profit before tax,

up 104 per cent versus the 2020/21
financial year and up 25% versus
the 2019/20 financial year

£854m°

statutory prolil before tax versus

a loss of £164 million in the 2020/21
financial year and versus £278 million
in the 2019/20 financial year

36.9%

Retail operating profit growth versus
the 2020/21 financial year and 6.7%
versus the 2019/20 financial year

25.4p

Underlying basic earnings per share,
up 117% versus 11.7p underlying basic
earnings per share in the 2020/21
financial year

8.4%'

Return on capital employed,
up 280bps versus the 2020/21
financial year and up 100bps
versus the 2019/20 financial year

£38.4m

Raised for good causes

20%

Reduction in absolute greenhouse gas
emissions within our own operations,
against our 2018/19 baseline

119%

Increase in food redistributed
to people this year

2.5m+

Meals donated

1 Refer to Alternative Performance Measures on pages 203 ta 207 for definition and recancihation ta statutory measures
2 Theresults for 2021 and 2020 have been restated — refer to note Z of the financial staternents on page 113

(1) Read more about our KPLs on page 30.

Find cut more at

www.about.sainsburys.co.uk/ar2022
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Chairman’s letter

Chairman Martin Scicluna reviews the
business aclivity in the year.

This has been a year of delivering for all our stakeholders
and I am immensely proud of what our business has
achieved for our customers, colleagues, communities
and our shareholders.

Threughout our history Sainsbury’s has always tried to do the right
thing and our appreach to supporting people in times of need has
been particularly evident throughout the pandemnic. At the very
beginning we gave elderly and vulnerable customers priority
access to home delivery slots — the first supermarket to do so —
and throughout the crisis we have paid colleagues who needed to
stay at home. Together with our customers and colleagues, we
continue to support charities and worthy causes around the world.

As COVID-19 continues to impact the economy and the cost of fuel,
energy and raw materials continues to rise, we remain committed
to doing everything we can to support our colleagues and customers
through what may be challenging financial times ahead.

Despite the difficulties presented by COVID-18, our colleagues continue
to do a brilliant job for our custorners and [ would like to thark all of
them for their dedication and commitment. We are committed to
paying our colleagues fairly and have invested over £100 million in
retail colleague pay. All Sainsbury’s and Argos retail store colleagues
can now earn the Living Wage wherever they work in the UK.

Our Chief Executive Simon Roberts, and the Operating Board, have
done an excellent job delivering against the key metrics we set out

in November 2020. As a result of our strong profit performance

and retail free cash flow generaticn, we are pleased to propose to
shareholders the highest final and full-year dividend for seven years.
We have used cur strong cash generation in recent years to reduce
debt and return around 50 per cent of underlying net earnings to
shareholders through ordinary dividends. With debt reduction ahead
of schedule, we are increasing our payout ratic to around 60 per cent.

In January we were deeply saddened by the death of our Life
President, Lord Sainsbury of Preston Candover. He played a vital
role in leading Sainsbury’s through a pericd of significant change
and making it the business it is today. His significant philanthropic
contributions include the foundation of the Linbury Trust with his
wife, Baroness Sainsbury of Presten Candover CBE, which supports
a wide range of charitable causes. His contribution and retailing
talent remains truly inspiring and we will continue to remember
him and the immeasurable impact he made.

J Sainsbury plc "

2021/22 highlights

9.9p 13.1p

Proposed final dividend Proposed full-year dividend
per share

29.8p°

Basic earnings per share,
versus 5.4p basic loss per
share in the 2020/21
financial year

25.4p

Underlying basic earnings
per share, up 117% versus
11.7p underlying basic
earnings per share in the
2020/21 financial year

Strategic progress

One year into our three-year plan to transform Sainsbury’s, Simon
and his team are making very good progress. They are adapting our
business at pace, simplifying operations and accelerating cur cost
savings programmes so that we can invest in food quality, choice
and consistently lower prices for customers. Our portfolio brands -
Nectar, Arges, Habitat, Sainsbury's Bank and 7u ~ support our core
food business, delivering for oth customers and shareholders.

The focus on value, innovation and service is driving volume market
share performance ahead of cur key competitors and, at a time of
inflationary pressures for customers, we are improving our price
position versus our key competitors®.

Argos is delivering stronger profitability and Sainsbury's Bank achieved
an important milestone by declaring a dividend of £50 million back
to the Sainsbury's Group.

You can read more about our progress to put feod back at the heart
of Sainsbury’s on pages 10-11.

In June we launched our new sustainability strategy, Plan for Better,

a core part of our strateqy. Across the Group we are embedding
climate considerations into our reporting and decision making,
implementing bold targets and incentives in order to achieve our goal.

This year we strengthened our commitment to tackle the climate
crisis, announcing the acceleration of our target to become Net Zero
across our operations by five years, from 2040 to 2035. We have also
committed to reducing our Scope 3 emissions by 30 per cent by 2030.
As signatories of the Task Force on Climate-related Financial Disclosures
(TCFD), we are cormmitted to providing consistent information to our
stakeholders and our disclosure can be found on page 17.

1 Refer to alternatve Performance Measures on pages 203 o 207 far dehmition and reconcihation
to statutory measures.

2 The results for 2021 and 2020 have beer restated - refer to note 2 of the financial statements
on page 113

3 NelseniQ Panel data (¥ov and 2 year 52 weeks volume growth differennal o P13 Fy21/22)
of the year
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Collaboration is key to tackling the climate crisis. To this end we were
proud to be the Principal Supermarket Partner of the United Nation's
international climate change conference, COP26, which took place

in Glasgnw in Novernber, 1 was inspired by the encouraging steps su
many businesses, including Sainsbury’s, are taking tc address the
challenges we face. We are now well into the next phase of delivering
against the commitments we have set out. We are aligned to the

UN Sustainable Developrment Goals and, through Plan for Better,

we can identify areas which matter most to our stakeholders, helping
us to make real and meaningful improvements.

Qur commitment to Helping everyone eat better is progressing well
as we encourage customers to make food choices that are both
better for them and better for the planet. As part of our commitment
to measure healthy and sustainable diets, we reported against our
new target to achieve at least 83 per cent of *healthy’ and ‘bhetter for
you' sales by 2025, currently at 80 per cent. We also disclosed vur
protein sales, with 72 per cent of protein sales being plant based and
meat-free products.

We report on our Plan for Better progress every six months and you can
read more about what we have delivered this year on pages 13 to 17

Delivering for our customers

We know how important value is to customers and that the cost of
living crisis is putting pressure on househcld budgets. We are taking
bold steps to enhance the value we offer to custormers and we are
keeping prices lower than our competitors. Through the year our
Price Lock promction fixed the price of up to 2,000 items for at least
eight weeks and our Sainsbury’s Quality, Aldi Price Match campaign
matches the discounter’s prices on 240 popular items. This year

we have increased the number of entry price level lines, offering
customers lower prices on the products they buy most often,
including fresh produce, as well as offering choice across price points.

Offering customers new and innovative products is a key priority for
us and we hit our target of tripling our levels of product inngvation
in the year, launching 1,950 new products. We are also warking with
third parties such as Boparan Restaurant Group, Coco di Mama and
Starbucks ta offer our customers more choice and great quality food
and drink to eat-in or takeaway.

We are making our custormers’ lives easier through improving our
digital offer. We are developing SmartShop and we continue to invest
in our Groceries Online business, including rapid delivery through
Chop Chop, Uber Eats and Deliveroo.

Delivering for our colleagues

We are committed to paying our 151,000 retail colleagues fairly

and our wage bill is our biggest operating cost. Since 2017 we have
increased the pay of Sainsbury's front line colleagues by 25 per cent
and we have increased Argos colleagues’ pay by 31 per cent over
the last five years and have removed age-related pay.

All Sainsbury's and Argos stere colleagues now receive an hourly
base rate of at least £10 per hour. This represents an increase of at
least 5.3 per cent. This new rate of pay is 50p above the government’s
National Living Wage and 10p above Living Wage Foundation’s Living
Wage. We also increased inner Lendon pay from £10.10 to £11.05

in line with the London Living Wage.

We were pleased to announce in April that from 1st May 2022 the
outer Londan rate would also be maving to £11.05 frorm £10.50.
This means that all Sainsbury’s and Argos retail store colleagues
can earn the Living Wage wherever they work in the UK.

Jsainsburyplc - a0 o0

As we balance the needs of all our stakeholders we will continue te
discuss colleague pay on a reqular basis. We cornmit to pauing above
the National Minimum Wage and, when setting pay each year, will
wuisider Lhe Living Wage, the National Living Wage, competitor pay
and the financial performance of the business. We are also committed
to maintaining a dialogue with all key stakeholders on the issue.

“One year into our three-year plan to
transform Sainsbury’s, Simon and his team
are making very good progress. They are
adapting our business at pace, simplifying
operations and accelerating our cost
savings programmes so that we can invest
in food quality, choice and consistently
lower prices for customers.”

It is also important for us to be an inclusive retailer with diverse
representation across all levels, so 1 am pleased to see progress being
made in this area. Initiatives such as the adoption of the Halo Code
and our admission to the Black British Network are just some of the
achievements made this year and 1 am pleased our work has been
recognised, with the [ AM ME Ethnically Diverse Colleague Network
featured in the Top 10 Network Groups in the UK at the Ethnicity
Awards. We are also featured for the first time in the FTSE 18¢ Top
Ten Best Performers list for Women in Leadership. We are proud to
have published our Gender and Ethnicity Pay Report for a second
year and have seen the pay differentials reduce during that time.

Delivering for our communities

We are cormmitted to supporting our communities and fostering

our charitable partnerships. [ was delighted that this year we raised
over £6 million for Comic Relief, in addition to the £2 miltion we
donated as a business to support the humanitarian crisis in Ukraine.
Through cur Ukrainian Crisis Appeal, custorners and colleagues have
also donated over £600,000 so far and we are matching donations
up to an additional £500,000.

Our partnership with Neighbourly helps to manage our back of

store food donation programme, helping to connect Sainsbury’s
stores with local partners who will redistribute food to those in need.
So far we have donated over 2.5 million meals, which is equivalent

to £4.8 million in savings for charities and community groups.

This partnership also supports cur sustainability targets as we

have pledged to reduce our food waste by 50 per cent by 2030.

1iodoy 9ouBUIN0Y Moday sbajesss
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Financial review

We delivered a strong performance this year. Underlying prefit before
tax was £730 million, up 25 per cent versus the full-year 2019/20.

Last year's performance reflected signilicanl costs associated with
adapting our business to the COVID-19 pandemic.

Statutory revenue was up 2.9 per cent to £28,895 million and
statutory profit before tax was £854 million versus £278 million in
2019/20, reflecting lower restructuring and impairment costs and
excepticnal income from settiing legal disputes. We achieved strong
Retail Free Cash Flow of £503 million and average Free Cash Flow
delivery in the three years to March 2022 of £633 million. We are on
track to deliver at least £500 million retail free cash flow per year.

We also delivered non-lease Net Debt reduction of £1,381 million over
the three years to March 2022, ahead of the target of £950 million+
aver the four years to March 2023. Underlying basic earmings pe
share was 254p and basic earnings per share was 29.8p. We remain
committed to maintaining our strong value position, are on track

to deliver our 200 basis points cost reduction target and will invest

in making improvements to our customer offer,

In 2021 we completed a thorough review of the Financial Services
business and concluded that it was in the best interest of shareholders
te tetain Sainsbury’s Bank.

More information on our financial perfermance can be found in the
Financial Review on pages 32 to 37

Delivering for our shareholders

The Board proposes a final dividend of 9.9p per share, bringing the
full-year dividend to 13.1p per share. This will be the highest dividend
the business has paid for seven years. The shareholder dividend

is being paid on the full underlying profit number of £730 million,

an increase of 24 per cent on the dividend from last year,

Remuneration

The Committee has considered a number of factors when determining
incentive outcornes for the year, including the impact of COVID-19

on performance.

The Remuneration Committee reviews the underlying performance
of the business and this year determined that the COVID-19 driven
elevated grocery volumes caused an estimated net financial benefit
of £100 million, which is reported within our underlying profit before
tax of £730 millien, For incentive purposes the Committee applied
downward discretion to remave this £100 million impact from both
the bonus outturn and the long-term incentive plan vesting level.

Simon's remuneration for the year reflects the strong performance
of the business and the progress we have made against our strateguy.
Under his strong leadership Sainsbury's grocery market share has
increased and we have made significant strides with our value
proposition against our competitors. We have alsc exceeded our

cost savings target for the year. it should be noted that Sirmon waived
his entitlement to a bonus for the 2020/21 financial year.

Simen has demonstrated outstanding drive and energy to do the
right thing for our customers and colieagues throughout the
challenges faced and on behalf of the Board [ would like to thank
hirn for all of his hard work and significant achieverments.

For more information on this year's remuneration awards please see
pages 84 to 85.

JSainsburyplc i

Beard changes

In April we were pleased to announce that Jo Bertram will join

the Board as a Non-Executive Director and member of the CR&S
Committee following the AGM on 7 July 2022, subject to shareholder
approval. Jo Bertram is currently Managing Director, Business &
Wholesale, at Virgin Media 02. Prior te this, Jo held roles at Uber
and McKinsey. She is a highly talented strategic business leader
whose broad experience in technology-lted sectars will bring fresh
perspective to the Board.

We also announced that Dame Susan Rice will step down at
Sainsbury's AGM on 7 July after nine years' service with us.
Throughout her time she has been steadfast in doing the right thing
for our customers and celleagues. As Chair of the Remuneration
Committee Susan has played a vital role in ensuring our appreach

to pay reflects our culture and values at all levels of the organisation.
Cn behalf of all our colleagues [ would like to thank Susan for her
commitment and dedication to Sainsbury's.

Finally, I would like to thank all of my celleagues for their extraordinary
efforts, support and flexibility over the past year. Once again you
have all risen to the challenges faced and you have been unwavering
in your commitment to do the right thing for our customers.

Martin Scicluna
Chairman
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Chief Executive’s Q&A

One year into Sainsbury’s three-year plan, Chief Executive of Sainsbury's,
Simon Roberts explains how the business has been relentlessly focused
on puiting customers and colleagues first and doing the right thing.

1. How has your first full year as CEO of Sainsbury’s been?
It has been an unprecedented year in so many ways, for cur customers,
our colleagues, our suppliers and the communities where we trade.
Throughout, we have been relentlessly fecused on putting customers
and colleagues first and doing the right thing, while at the same time
working acrass our company to deliver our plan as we put food back
at the heart of Sainsbury's. We said we would invest in value,
innovation and service and that is exactly what we are doing —

and our results are showing that as we become more competitive,
more and more customers are choosing to shop with us.

COVID-19 continted to impact our business as more people ate at
home and government restrictions affected our customers’ and
colleagues’ daily lives. With safety as our number one priority
throughout the pandemic, we constantly tried to stay as close as
possible to what mattered most to our customers and colleagues.
We encouraged face mask wearing even when it was not mandatory
and kept screens in the stores where customers wanted them.

We also supported all our colleagues by paying those who were
self-isolating or absent with COVID-19 related sickness, irrespective
of their vaccination status.

The effects of COVID-19 and the UK’s decisicn 1o leave the European
Union also caused disruption to the industry’s supply chains.
Shortages of key workers such as HGV drivers put pressure on our
ability to source and move products through the food supply chain
and the pandemic caused higher absence levels, both in stores and
for our suppliers. This meant that availability in cur stores and online
was challenged. While the backdrop was difficult, particularly as we
approached Christmas, our teams worked exceptionally hard end

to end across our business to make sure we had food for everyone,
Our suppliers alsc did a great job under these challenging conditions,
and I thank them for all their support for our business.

As the cost of living puts pressure on household budgets, we have
made massive strides to improve our value offer. This is at the very
core of our strategy to be Food First and T am encouraged by the
progress we have made to becorme more competitive. We are
delivering the best value for money in at least six years and are
consistently inflating behind the market on the highest volume
products by investing ahead of competitors with a clear focus on
fresh food. The Sainsbury's Quality, Aldi Price Match campaign is
really popular and we will continue to focus on being great value

for our customers an the fresh and high-volume lines that are most
irmportant to them. Through the year our Price Lock promotion fixed
the price of up to 2,000 items for at least eight weeks. Customers can
be assured that prices will not rise on these products, helping them
to plan and budget and through Price Lock we are holding down the
prices of more products than our competiters.

This year we have seen such fantastic support and hard work from all
of our colleagues right across the business and above all else, [ want
to thank every one of my colleagues for such an outstanding team
effort in what have been challenging circurnstances. Over the last 18
months we have strengthened our Operating Board to help us drive
our cormpany and our performance forward and [ would like to thank
all my colleagues on the Board for their leadership, commitment

and support. I was delighted to promote Graham Biggart and appoint

2021/22 highlights

£730m*> £854m°

Underlying profit before tax,  Statutory profit before tax
up 104% versus the 2020/21 versus a loss of £164 million
financial year and up in the 2020/21 financial year
25% versus the 2019/20 and versus £278 million in
financial year the 2019/20 financial year

3.4% £141m’

Retail sales growth Non-lease net debt
(inc. fuel)

20%

Reduction in absolute greenhouse gas emissions within
our own operations, against our 2018/19 baseline

him te the newly created role of Chief Transformation Officer.

Paula Nickelds joined the business last summer and, less than

a year in, she is already making a significant impact on our General
Merchandise & Clothing business.

2. What are you most proud of?

Iam so proud of our colleagues and the entire Sainsbury's team.
Every day across our company I see and hear about our colleagues
consistently going above and beyond in showing genuine care

and concern for our custormers and doing their very best to help.
Our colleagues have dene a brilliant job, to navigate the pandemic,
manage labour shortages, and more recently the impact of the
devastating war in Ukraine as well as the cest of living crisis, which

[ know is a big concern for us all. Every one of our team has shown
extraordinary resilience, determination and commitment to working
as a team over the last year and 1 would like to say a heartfelt thank
you to each and every one of them.

In recognition of the role our retail colleagues play in delivering for
our custorners and in all of our success, we were the first major
supermarket to pay colleagues the Living Wage wherever they are
in the UK.

1 Refer to Alternative Performance Measures on pages 203 to 207 for defimbion and reconciliation
to statutory meastres

2 Theresults for 2021 and 2020 have been restated - refer to note 2 of the finanaial statements
onpage 113
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“By putting our customers and colleagues
first and doing the right thing, I'm confident
we can build on the momentum we have
and continue to make good progress against
our plan.”

I am pleased with the momentum we have been building against our
plan. By putting our customers first and doing the right thing for our
colleagues, I'm confident we can build on this strong first year we have
had in food, supported by our Brands that Deliver and Save to Invest.

We have learnt a lot over the last year as a business about where

we can improve, move faster and work more effectively. We have
becorne more agile in anticipating the rapidly changing environment
around us and changes in how our customers are shopping. it will be
so important we continue to push ferward and while, of course, it is
challenging to make the changes we are making, it has been really
positive to see what we have been capable of across our entire
business as we all learn to adapt and work smarter.

3. What have been the biggest shifts in the market?

The rapid shift to customaers shopping groceries online has been
particularly stark. Whilst shopping patterns are beginning to return
to what we saw before the pandernic began, 17 per cent of the food
and groceries we sell is bought online, up from less than 9 per cent
two years’ ago. Mare than ever, customers want to be able to chocse
how and when ta shop, fuelling the rise of On Demand services,
particularly across grocery. We have respended by investing in

our online and digital channels and growing our On Demand offer,
Customers are now able to receive Sainsbury’s orders in as little

as 30 minutes through Chop Chop, our rapid delivery service, and
through our partnerships with Uber Eats and Deliveroo. This rapid
move cnline accelerated by the pandemic has continued in General
Merchandise as we have accelerated the transformation of Argos.
Last year 39 per cent of all our sales across the business were
completed online.

During the pandernic, cooking at horne was central to the way
households came together and as finances are increasingly under
pressure, shoppers are looking for cost-effective ways to enjoy eating
and drinking together. We are really well positioned to help customers
with this, offering value acrass a great choice of food, at different
price points. We are also innovating in response to the shift towards
eating at home and cooking from scratch, developing over 200
products as part of our ‘Inspired to Cook’ range, which makes home
cooking simple and tasty for customers, We also see customers
trading up more and sales of Taste the Difference are up 15 per cent
N two years ago.

The pandemic has put supplier relationships under the spotlight and
those retailers like us with scale and strong networks have been able
to work with suppliers to mihimise the impact of rising inflation as
much as possible. We have witnessed significant labour shortages
and like other retailers, we increased the recruitment of online

van and HGV drivers to ensure we were able to maximise delivery
availability and ensure the best possible availability for our customers.

4. What is the biggest challenge ahead?

We know everyone is feeling the impact of inflation which is why we
are so determined to deliver the best value for money we can for our
customers. As a result of being bold in our cost saving plans, we are
able ta drive investrent back inte lower food prices and as a result,
we are consistently inflating behind competitors on the products
customers buy most often. We have real momentum ir the business,
having outperformed key competitors on both a one and two-year

J Sainsbury plc ~

basis while also delivering strong underlying profit growth, improved
returns and consistent retail cash flow. This gives us a strong
foundation to keep building momentum in the year ahead and that
is what we are focused on ensuring we do. We have a clear strateqy
and a clear plan and whilst the year ahead will be more challenging,
[ believe we are well set to navigate these conditions as we drive our
strategy forward and continue to deliver the best value, innovation
and service we can for our customers.

5. What did you learn at COP26?

We know that the issues of climate change and protecting
biodiversity are very important to all our customers and to all our
colleagues. Tackling the climate crisis requires collaboration at all
levels and at COP26 it was inspiring to see what can be achieved
when we all pull together at the world level. COP26 was also

an opportunity to drive meaningful progress and represent and
campagn for real change on behalf of our industry.

Alongside four other major UK retailers, we were really pleased to
sign WWF's Retailers’ Commitrment for Nature, pledging te come
tegether in force to halve the environmental impact of the UK food
sector by 2030. And, we are also building on cur commitments

to reduce carbon emissions, deforestation, food waste and the
packaging we produce.

Progress on the critical issue of climate change can only work if
countries, industries and organisations work systematically to
implement change across all their operations. At COP26 we announced
the acceleration of our target to become Net Zerc across our own
operations by five years, from 2040 to 2035, in line with the UN's goat
to limit global warming to 1.5 degrees. Last year we also set an
absolute target to reduce our Scope 3 emissions by 30 per cent by 2030,
and in delivering these targets we will also endeavour to help our
customers make maore sustainable choices when they shop with us.

The key will be for everyene to act on the promises they made at
COP26 and to really focus on making the step change needed to
confront global warming. We all need to be bold and constantly
challenge ourselves to do better — I am really clear that we can only
make the scale of change needed by working together with all cur
stakeholders to find new and innovative ways to adapt consumer
habits and implement practices that are better for the planet, better
for customers and better for everyone.

6. How do you feel about the next 12 months?

I feel really positive and energised by the momentum we have and
the brilliant teams we have working across our business. We are fully
committed to do everything we can to help our customers navigate
the increasing costs of living and keep prices as low as we can.

We start this year in a good position financially, with continued
operating momenturm supporting our strong competitive position.

Our strong focus on delivering value, innovation and service for our
customers and driving through our cost savings programme puts
us in a good position relative to our competitors and we expect to
continue our strong grocery volume market share performance.

We have a clear focus on keeping prices low and we will remain
committed in our determination to help everyone eat better as
we deliver for our customers, our colleagues, and our shareholders
whatever the external environment may bring.

Simon Roberts
Chiof Execubive Officer
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Business model

Driven by our passion for food, together we serve and
help every customer.

yoday nBajeys

We are putting food back at the heart of Sainsbury’s. Everything we do is underpinned by data and technology
We create value for stakeholders by building on the heritage  innovation. And the single infrastructure that supports
and scale of our food business and our strong assets. our brands enables us to drive value and efficiency.
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Our Plan for Better is integrated into everything we
do and is a key differentiator for us.
This year we accelerated our commitment to be Net Zero by 2035,
five years ahead of our original target.

Creating value for our stakeholders

Customers Colleagues Communities Suppliers Shareholders
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The Sainsbury’s Difference

Sainsbury’s brand

Sainsbury's is a trusted, well-loved brand that has been bringing
high quality, great value food to customers for over 150 years.
Argos, Habitat, 7u, Nectar and Sainsbury's Bank are complementary
and give customers more reasons to shop with us.

Scale

We offer customers a cheice of quality products. We have scale
positicns in both food and non-foed purchasing and can profitably
deliver a wide range of products and services to customaers.

Strong operating cash flows

Our scale, custormner proposition and operational efficiency generate
strong operating cash flows to reinvest in our customer offer and adapt
to rapidly changing shopping habits, while alsc paying dividends and
strengthening the balance sheet.

Attractive customer base

Sainsbury's is a trusted brand, loved by millions of customers
across the UK. We serve an attractive customer base and twa thirds
of the UK population have shopped with Sainsbury’s over the

last year' with a bias to a more affluent sociodemographic than
key competitors.

Stores

Our stores are well-placed, with a strong presence in the South and
in high foctfall convenience locations. This helps us offer customers
complementary products, such as Tu, Argos and Habitat, as well as
complementary services such as financial services. Through our stores
we can also present the offers of carefully selected concession partners.

Service

Customers come to Sainsbury’s for our outstanding customer
service. Our 171,000 colleagues are integral to our iong-term success.

Online scale

Qur Groceries Online business is increasingly profitable and in
the 2020/21 financial year we becarme the second largest online
grocery retailer.

Argos is the UK’s third most visited online retailer and we are making
good progress to reduce the number of Argos standalone stores
we have and to offer more Argos stores inside Sainsbury's stores.
We are impreving the Argos distribution model, focusing on

high volumne tocal Fulfilment Centres (LFCs) to improve choice

and availability.

Nectar

Nectar provides a vital competitive advantage to our food business,
our brands and a wide range of partners. It has strong profit growth
prospects through data monetisation and growing coalitions.

It enables us to offer our customers personalised rewards for

their loyalty.

How we create value

For customers

We listen carefully to our custormers and we invest in what matters
to them. Qur focus is on offering a broad range of great value,

high quality products — we then focus on strong availability and
excellent customer service, all delivered through cur attractive
stores and a range of convenient digital channels. And we reward
our customers for their loyalty. We want te belp everycne eat better
and are helping our customers to improve diets while reducing their
impact on the environment, one plate at a time.

For mare information about how we engage with our stakeholders,
see pages 24 t0 29.

For colleagues

We invest in our colleagues and are committed to paying them
fairly for their efforts. By creating an engaged workforce that is
invested in the progress of the business and the role they play

in our success, we will achieve high retention rates and deliver
superior customer service. See page 25 for more detail.

1 Nielsen [Q panel, Total FMCG fexcl. Kiosk & Tobacco). 52 weeks ending P3 21422

For suppliers

We are proud of our strong supplier relationships and we work
collaboratively with them to grow our business and theirs.

By improving technology and simplifying processes we are making
it easier for our suppliers to do business with us. See page 27 for
more detail,

For shareholders

Our Chief Executive Simon Roberts, and the Operating Board, have
done a very good job delivering against the key metrics we set
out in November 2020. As a result of our strong profit performance
and free cash flow generation, we are pleased to propose to
shareholders the highest final and full-year dividend for seven
years. We have used our strong cash generation in recent years
to reduce debt and return around 50 per cent of underlying net
earnings to shareholders through ordinary dividends. with debt
reduction ahead of schedule, we are increasing our payout ratio
to around 60 per cent.

For communities

We play an active role in lecal communities. Our customer feedback
programme and custermer surveys help shape our community
programmes and this year we raised £38.4 million for good causes.
See page 28 for maore detail.
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Our strategy

We are one year into our three-year plan to transform
Sainsbury's and put food back at the heart of our business.

yoday nbazens

support our core food business, delivering for customers
and shareholders in their own right. We will continue to
pursue partnerships and to cutsource where appropriate,

We are simplifying operations at pace and accelerating
our cost saving programmes in order to invest in improving
food quality, increasing choice and innovation and

consistently delivering value to customers. Qur portfolio benefitting from third parties that can make a positive Cg"
brands — Argos, Habitat, Tu, Nectar and Sainsbury’s Bank — impact for our customers. 3
=7}
3
o
Priorities %
i
e Food .o Brands that Save to
L]
 First Sy~ Deliver Invest
Better value and innovation Customer and profit focus Structurally lower operating costs
Underpinned by buying benefits supporting the core food business to fuel investment in the core
and lower cost to serve Cutting complexity and increasing
pace of execution 2
fa1}
Our clear priority is to build on our We are refocusing the role of our We will deliver a step change in §
strong brand heritage and reputation portfolio brands to ensure that they efficiency by transforming our @
for quality, range and innovation while contribute positively in their own right. approach to costs, simplifying =
lowering prices and offering more Argos, Habitat, Tu, Nectar and our organisation and delivering a 3
consistent value. We will offer high Sainsbury's Bank are all delivering structural reduction in our operating 2
quality, great value food wherever for their customers and are on track cost base. We are on track with our
and however customers want to shop to drive sustainable, profitable growth plan to reduce cur retail operating
with us. This is what putting food back to support our core food business. costs to sales ratio by at least 200
at the heart of Sainsbury's means. basis points, so we can reinvest in our
Collaborating and simplifying how we custorner offer and deliver improved
work with suppliers will create buying financial returns.
benefits and lower our cost to serve.

Connected to
Customers

Knowing and understanding our customers better thar anyone
else is fundamental to our success. Nectar unlocks our ability
to connect with customers and drive that insight into our
business decision making and we now have over nine millien
digital Nectar users. We listen to our customers and over

2.7 million respond to our customer satisfaction feedback
programmes a year.

Plan for @

Better

As a responsible retailer, we want to help everyone eat better,
offering our products in a way that helps customers reduce
their impact on the envirenment cne plate at a time. Our
commitment is to invest £1 billion over 20 years to became
Net Zero across our own operations by ne later than 2035.
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We are putting food back at the heart of Sainsbury’s. This means
we are focused on lowering prices, launching new products and
IMproving service.

We have gained grocery velume market share from our key
supermarket competitors on both a one and two-year basis’
and sales are up 7.6 per cent on & two-year basis.

Value

We are making good progress to improve the value of our food.

We know that the current cost of living situation is challenging for
everycne and we are relentlessly focused on delivering consistent
long-term value by offering customers great quality, tasty food at
low prices. As a result of being bold in our cost savings plan, we are
able to drive investment back into lower food prices and we are
consistently inflating behind competitors on the products customers
buy most often — including mitk, eqgs, potatoes, bread, vegetables,
fish and meat. As a result, our relative price position has remained
strong throughout the year — improving 310 basis points against
Aldi, year-on-year®, leading to more customers shopping with

us. By focusing on fresh and high-volurne lines we are offering
customers better value, impraving price perception and delivering
strong volume market performance.

Through the year our Price Lock promotion fixed the price of up to
2,000 items for a minimum of at least eight weeks. Customers ¢an
be assured that prices will not rise on thase products, helping thern
to plan and budget. Through Price Lock we are holding down the
prices of more products than cur competitors.

We have also increased the number of entry price point products
on offer for customers, including Greengrocer fruit & vegetables,
1. James meat and poultry and Stamford Street ready meals offer
customers a wide choice of products.

Innovation

We have delivered our plan to triple the number of new lines we sell,
launching over 1,900 products across all our food brands. We developed
our 'Inspired to Cock’ range in response to the shift towards eating at
home and cooking fram scratch, launching a range of over 200 products
across Grocery and Fresh Foods which make home cocking simple and
tasty for customers. In March we launched 350 new branded World
Food products, our biggest investment into this category tc date and
in the first six weeks sales are up significantly.

Our premium Taste the Difference range continues to perform well,
particularly at key seasonal and celebratory moments when people
want to trade up, such as Christmas and Easter. We have grown sales
by 15 per cent versus two years ago.

In March we hegan our feod hall transformation programme, We have
rolled out our successful Beauty Hall format in more stores, improved
the layout of our fresh ranges to make it easier for customers to shop,
increased our popular world Foods ranges and improved our in-store
bakeries. We have also simplified sorme of our ranges and provided

a greater breadth of products across others, delivering more choice
for custormers on the products they really want.

Service

We are committed to rewarding our colleagues and all Sainsbury's
and Argos retail colleagues now receive a base rate of pay of £10 per
hour, above both the National Living Wage and the Living Wage.

In March we increased inner Landon pay from £10.10 to £11.05 in line
with the London Living Wage. We have announced that from 1 May
2027 the outer Landon rate will also be moving to £11.05, from £10.50.
This means that all Sainsbury’s and Argos retail colleagues earn the
Living Wage wherever they are in the UK. We were the first superrmarket
among the big four to make this happen.

Alongside competitive pay we also offer a comprehensive benefits
package, including year-round colleague discount of 10 per cent,
increased to 15 per cent for five days around every pay day, pensicn
contributions and an improved family leave policy.

We improved custormer service scotes in supermarkets® and are
adapting our Sainsbury's store estate to offer more new and
inmovative products. This year we cpened four new supermarkets
and as part of our drive to offer a broader range of distinctive food
to custormers in-store, on the move and at home, we announced
bold new plans to transform our eat-in, takeaway and home delivery
offer. Through a partnership with Boparan Restaurant Group we
have developed “The Restaurant Hub” format, a food hall style
offer with different brands which we will roll out across 30 stores
in the next year, with more to come in the future. We will also
open 30 Starbucks cafés in Sainsbury’s stores in the next year,
bringing the total number to 60. We took the decision to close

200 underperforming cafés in the Spring.

Our Convenience business grew 9 per cent driven by more peaple
returning to the workplace, with sales now broadly back at pre-
pandernic levels, We opened 13 convenience stores and closed 23.

We are making progress with our plan to open more Neighbourhood
Hub stores which give customers a larger, more convenient local store
with a wider produce range, more choice and better services.

39 per cent of our overall business now comes through digital channels,
versus 23 per cent in FY 2019/20. We are seeing a normalisation

of pre-COVID-19 shopping patterns as customers are retuming to
shopping in stores and demand for Groceries Online, non-food home
delivery and Click & Collect has stabilised, although it remains more
than double pre-pandemic levels.
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Groceries Online accounted for 17 per cent of grocery sales with

an average of 630,000 orders per week. In FY 2021/22 we grew our
Groceries Online market share to become the second largest anline
grocery retailer, up from fourth before the panderic®, This scale gives
us advantage. We have improved profitability by enhancing picking
rates and van utilisation. We are exploring new ways to make

our delivery services better for custorners and more efficient and
initiatives include one-hour saver slots and changes to cur delivery
pass madel. Customer satisfaction in Qnline is improving relative

to competitors®.

Sales growth — Food
Definition: Year-on-year growth of total sales, including VAT.
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Sales growth

Definition: Year-on-year growth of total sales, including VAT,
excluding fuel.
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Sales growth

Definition: Year-on-year growth of total sales, including VAT,
excluding fuel.
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2 tdge by Ascential data, internal modeiling

Competitor Benchmarking survey. supermarket and online customer satisfaction
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Sales growth —Food

Definition: Year-on-year growth of tctal online sales, including
VAT and delivery income.
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LFL transactions growth

Definition: Year-on-year growth in transactions, excluding
fuel, excluding Financial Services, for stores that have been
open for more than one year.
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¢~ Deliver

Our brands that deliver - Nectar, Argos, Habitat, 7 and Sainsbury's Bank
— are delivering for our customers and our shareholders and supporting
investments in our wider custormer offer.

Argos sales were down 12.5 per cent year on year against last year’s
high sales during the pandemic. Sales were down three per cent over
two years and were impacted by availability issues caused by supply
chain disruptions and the strategic decisions we made to reduce
promotions and exit less prafitable categories. Reflecting this focus,
household and home and furniture sates grew while sales of toys,
consumer electronics and technology categories declined. We have
grown our furniture market share over the past two years, driven by
Habitat, Sainsbury’s and Argos's main home and furniture brand.
Following a relaunch in Septernber, Habitat products are now available
in 600 Sainsbury’s stores and online via the Argos and Habitat websites.
We are growing our digital presence to ensure that we are well placed
to serve customers who increasingly want to buy online. 80 per cent
of Argos sales are now online, up from 63 per cent two years ago.

Nectar supports our ambitions in food by giving customers
personalised rewards for their loyalty. 9.3 million digital Nectar users
can benefit from personalised offers with us and with our Nectar
partners. This year we launched My Nectar Prices — an innovative
data-led tool which gives customers discounted prices that are
personal to them, delivering even more value for loyal customers.
Over one million custemers are benefitting from lower prices and
we will develop the proposition further. Nectar360, our marketing
services business, is making goed progress and we are on track to
hit our 2026 plan on profit.

uoday nbajens
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Tu clothing delivered sales growth of 127 per cent over one year and
3.1 per cent over two years and delivers over £1 billion in sales. We are
selling more clothing at full price — with full priced sales participation
now at 89 per cent compared with 65 per cent two years ago — and
tunning fewer promotions, which improves profitability and supports
increased investrment in our core food business.

We continue to make good progress reshaping, strengthening and
simplifying our Financial Services business, with profits of £38 million
versus a loss of £21 millien in FY 2020721, This compares with £48
million in FY 2019/20. FY 2020/21 was impacted by COVID-19 where we
saw significantly reduced demand across consumer credit, combined
with increased bad debt provisions and less activity in our fee-based
products, particularly Travel Money. Reflecting the Bank's progress,
fallowing the year end, it has paid dividend to the Group for the first
tirme, of £50 million.

We have continued to improve our digital capability with the launch
of the Argos Monthly Payment Plan, which allows customers to
spread the cost of a purchase across fixed monthly repayments for
a period of their choice. We have transformed the Sainsbury's Bank
loan application journey for single and joint applicants with a fully
digital onboarding experience that can transfer funds to accounts
in just minutes. We have alsc improved the application journey for
savings customers.

J Sainsbury plc "

Sales growth
Definition: Year-on-year growth of total sales, including VAT,
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Sales growth
Definitien: Year-on-year growth of total sales, including VAT,
excluding fuel.
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Bank sales growth
Definition: Year-on-year growth of total sales, including VAT.

We are making good progress with our cost saving prograrmme.

Save to
Invest

making bold decisions and pricritising what really matters to customers.
By reducing our retail operating costs, we are able to invest more into
our core food business, delivering better value. increasing our innovation

and improving custormer service.

Our retail operating costs to sales ratio has reduced by 83 basis
points versus FY 2019/20 and we continue to target reducing the ratio
by at least 200 basis points by the end of Fy 2023/24, despite cost
inflation being significantly higher than was anticipated when this
target was set.

We are working at pace to integrate the Sainsbury's, Argos and
Habitat supply chain and logistics networks, which will save at least
£250 million over the programme, improve averall efficiency and
deliver a better service to our custormners. Qur property rationalisation
pregramme is on track and this year we closed four underperforming
supermarkets and 23 convenience stores. We are also working to
improve the efficiency of Groceries Online, moving stores to a new,
more efficient routing system and improving pick rates, which will
save the business arcund £50 million overall, In addition, we are
investing to improve the checkout experience for customers and
colleagues which will drive around £50 million of cost efficiencies.
This includes trialling improvements to the layout of self-service
areas, making it easier for colleagues to help customers, reducing
queuing times and creating additionat space for shoppers with
trolleys, increasing participation.

We are making good progress in Argos’s end-to-end transformation
programme, which will save £105 million over three years. We have
opened five Local Fulfilment Centres (LFCs) and as a result, our
customers are benefitting from improved availability, faster delivery
and more coliection opticns; we plan to open nine more LFCs this
year. In tine with improving availability and convenience for customers
whilst reducing custs, this year we opened 64 Arges stores inside

Sainshury's supermarkets plus €2 in-store collection points. We have
closed 73 standalone Argos stores this year. As of 5 March 2022, Argos
has 728 stores, of which 400 are inside Sainsbury's supermarkets.

We partner with third parties and outsource where necessary to
deliver for our customers, whilst supperting our own cost saving
programme and our focus on food. The changes we are making to
our cafes, hot food counters and bakeries will create £125-150 mitlion
of savings over three years and we will continue to explore ways to work
with partners to drive value and improve service for our customers.

We are proud of our strong relationships with suppliers and are
continuing to work closely with them to drive value and simplify
processes, enabling us to lower our cost to serve and buy better,
as well as minimising the impact of rising inflation as much as
possible for customers.
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Environmental and social sustainability at our core.

Our Plan for Better

The environmental and social chzllenges that are facing the world
have never been greater. As a UK retailer with a food, general
merchandise and clothing business, we source from countries

all aver the world, therefore the production, sourcing, packaging
and disposal cof these products can have major consequences.

Our commitrment to Helping even one eat better means we are
playing a leading role in offering delicious, affordable food that
supports healthy and sustainable diets, helping customers reduce
their impact on the planet, one plate at a time.

In June 2021 we launched our Plan for Better, a key pillar of our
business strategy. Our Plan for Better covers our environmental
and social commitments and sets out our sustainability geals
across our whole business, outlining our priority areas of focus,
our key commitrments and our progress. The plan consists of three
interlocking pillars; Better for you, Better for the planet and Better
for everyone, and we have committed to reporting twice a year to
transparently share our progress. Our standalone Plan for Better
reports can be found at www.about.sainsburys.co.uk.

F e e e e e -

2.5 million

meals donated via our partnership with Neighbourly

The development of our Plan for Better was informed by identifying
the areas that are most material to our stakehclders and ensuring
alignment to the UN Sustainable Development Goals. This year we
have undertaken another materiality exercise across our stakeholders
to understand the priority areas of focus across the different groups.
Using this insight we continue to evolve our strategy to ensure

it's fit for purpose and addressing the areas where we can have

a significant impact.

The past year has seen us host our first ESG investar event and our
sponsarship of COP26. We have worked on improving transparency
and increasing disclosures in our reporting with our first SASB
disclosure and implementation of TCFD recommendations

(see page 17 for our TCFD disclosure). We have also rolled out

our foad redistribution partnership with Neighbourly to all our
supermarkets. In the year ahead we are looking forward to
launching refreshed commitrments and plans across our social
agenda, including human rights and community and partnerships.

Better for everyone

We have over 171,000 colleagues who are critical to the long-term
success of cur business. We are committed to being an inclusive
employer where everybody is treated fairly and with respect and

is encouraged to develop their skills and fulfil their potential. We are
passionate about playing an active role in our communities, and are
committed to championing human rights.

An inclusive place to work and shop

We want our colleagues to feel connected and engaged, and
measure this through our annual colleague engagement survey

and our regular ‘ternperature check’ surveys. An essential part of
the survey process is sharing the results and making real and
tangible actions that make a difference to our colleagues’ experience.
This year we introduced new metrics into the survey; overall as a
company a score of 68 was achieved for colleagues stating how
happy they are at work, whilst 78 per cent of colleagues told us they
are able to be themselves at work. After each colleague engagement
survey, line managers explore their local survey results with their
teams and work together to plan and implement actions that will
help make Sainsbury’s a truly great place to work.

78%

of colleagues told us they are able to be
themselves at work

We continue to work on representation and transparency across

the business and have published our second integrated Gender and
Ethnicity Pay Report this year. We have reduced our mean gender
pay gap by 1.2 per cent to 8.5 per cent, while our median gender pay
gap has decreased by 0.3 per cent to 4.7 per cent. Our mean ethnicity
pay gap is negative at minus 0.9 per cent; this is a result of our hourly
paid store colleagues receiving the same hourly rate and just under
40 per cent of our ethnically diverse colleagues work in stores that
attract a location premium (i.e. inner and outer London), cornpared
to just under 6 per cent of our white colleagues.

To ensure sustained improvernent, we continue to look at focused
initiatives, culture and accountability through targets. We have set
stretching targets to take us to 2024 which covers more of cur
colleague population and also forms part of our long-term incentives
for management. Progress on diverse representation at senior
leadership and senior management positions can be seen in the
table on page 14. Across the entire business, female representation

15 52,7 per cent.
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We are active in our drive for inclusivity and the progression of our
diverse talent, for example:

- We've adopted The Hale Code, the UK’s first Black hair code

which protects colieagues whu Loime Lo work with natural hair
and hairstyles associated with their racial, ethnic and cultural
identities. We want to ensure Black colleagues can be themselves
without fear of judgement or discrimination which is why we have
updated our dress code policies to embrace afro-textured hair

We joined the Black British Network to help imprave inclusivity
and representation across the business

We refreshed our LGBT+ colleague policies and guidance, to ensure
we keep our colleagues educated with how language continues to
evolve and continue to be an inclusive workplace

Our Ethnically Diverse colleague network T AM ME' was recognised
in the Top 10 Network Group in the UK at the Ethnicity Awards.

We were recognised as one of the Top 10 in the UK as an
‘Inclusive Cempany’ at the British LGBT+ Awards

We were recognised in the Financial Times Diversity leaders
in Europe List

We were featured in The Times Top 50 Emptloyers for wWomen
2022: Taking Action on Gender Equality, produced in partnership
with Business in the Community

We continue to be a Disability Confident Leader — the highest
tier of accreditation in the government’s Disability Confident
Programme

Over 8,800 colleagues shared with us that they had a disability or
long-term condition in 2021 through our confidential all colleague
survey, this was a significant increase from 2020

We have committed £1 million in donations working with Black
charities and communities to support racism, education, social
mobility, Black businesses and food insecurity, areas which our
colleagues and customers identified as important

JSainsburyplc "~ © .. - o

We have evolved our Family Leave pelicy by increasing our paid
leave to 26 weeks for maternity, adoption, and surregacy and
paternity from two to four weeks

We launched cur colleague and line manager menopause guide
and signed the Wellbeing of Women ‘Menopause Workplace Pledge’

This year we proudly recognised Carers Week, the theme being
‘Make Caring Visible and Valued', using the day to signpost
colleagues to our newly launched Little Book of Carers, which
shares colleague stories and gives guidance and advice

After a successful trial we launched the celleague wellbeing app
Unmind, giving every colleague free access to various personalised
tools and learning series across a range of topics, enabling them
to measure and manage their mental health and wellbeing

- 63 per cent of our colleagues tell us that our Mental Health and
Wellbeing tools help them to live happier and healthier lives

- We invested more than £100 million to increase the base rate to
£10 per hour for Sainsbury's and Argos colleagues and increased
our colleague discount from 10 per cent to 15 per cent for five days
around each pay day, supporting the financial wellbeing of our
colleagues

Being an inclusive organisaticn with diverse representation at all
levels of our business is important to us. We acknowledge we still
have a way to go, and we are committed to driving positive,
sustainable change to improve the lived experience and opportunities
far under-represented groups, be they colleagues or customers.

Far more information please visit the Better for everyone section of
our corporate website or read our Gender and Ethnicity Pay Report at
www.about.sainsburys.co.uk.

Senlor management positions (the top 1,200 leaders

Piversity and Inclusion targets Senior leadership positions (the top 230 leaders) beneath the top 230 senlor leadership positions)

Female Target 2024: 50% 2021/22: 40.1% 2020/21:37.7% Target 2024: 43% 2021/22:35.7% 2020/21: 35.5%

Ethnically diverse Target 2024: 12% 2021/22: 8 2% 2020/21: 8.1% Target 2024: 12% 2021/22:87% 2020/21:7.2%

Black Target 2024: 3% 2021/22: 2 4% 2020/21: 1.4% Target 2024: 3% 2021422: 1% 2020/21:0.7%
PIE CHART REMOVED PIE CHART REMOVED _
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Health and safety

The health and safety of our colleagues and customers is a key part
of our strategy. We have seen a long-term decline in both colleague
and customer reportable injuries over Lhe past five years; our colleague
reportable accidents have decreased by 2.8 per cent, whilst our
customer reportable accidents have decreased by 39.7 per cent. An
independent safety team supports our retail and logistics operations.
They provide a combination of ceaching, expertise and challenge to
our line managers using our innovative risk mapping tooi, utilising
data from a wide range of sources to identify the key areas requiring
support in any of our stores acrass the business. This helps us to
ensure that we have the right level of compliance in place around
key areas such as training, fire safety and adherence to procedures,
as well as reviewing culture in individual stores through the lens of
colleagues, regional management and safety teams.

Qur governance processes ensures colleagues can feedback on
issues, regular engagement with our unions and Board oversight.
This includes our Great Place te Work groups, divisional level safety
steering groups, our Group Safety Committee which reports into

the Operating Board, as well as quarterly updates to the plc Board.
We have strong and well-established Primary Authority relationships
in place that cover ali our risk areas across health and safety, food
safety, fire safety and petroleum safety. These relationships are built
on a foundation of trust and we openly share information with our
Primary Authority .

Community and partnerships

We play an active role in the communities we serve and this year
we have raised a total of £38.4 million for goed causes. This year
we have developed our new cornmunity and partnerships strategy,
with a focus on food poverty. Our strategy is underpinned by two
key pillars — access to food and prevention, which will be delivered
through three key pregrammes to suppert Helping everyone eat
better. food donation, local activation and prevention.

£38.4 million

raised for good causes this year

A key priority for the last year has been around access to food and
to increase the redistribution of surplus food far human consumption.
In August 2021 we began our partnership with Neighbourly, which
has since been rolled out to all supermarkets. From August to

March we donated a total of 2,567,803 meals, which is equivalent

tc a £4,878,826 million saving to charities and community groups
(based on £1.90 per meal).

To support our local communities impacted by food poverty, we ran
our Help Brighten a Million Christmases campaign again this year
from 1-24 Decernber, generating £2.6 mitlion for our partners. This
year we also launched our Helping everyone eat better Community
Grants for stores to nominate partner organisations tackling food
insecurity to apply for grants of £500. Through our partnership with
FareShare, with our customers, £1.7 million was donated allowing them
to suppert charities across the UK at the heart of our communities,
supporting those individuals impacted by food poverty.

We have continued our longstanding partnership with Cornic Relief
and this year raised £6.2 million for the Red Nose Day campaign,
InMarch, we also warked with Comic Relief to support the humanitarian
crisis in Ukraine by launching a Ukrainian Crisis Appeal, donating

£2 million and an additional £600,000 donated by our custormers

via Nectar Donate and donations at checkout.
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Alongside our community investment, we make positive economic
contributions through our respensible approach to tax. We
contributed £2.3 billion in taxes borne and collected this year.

For more information on how we serve our communities visit
www.about.sainsburys.co.uk for our Plan for Better report.

Championing human rights

We want to treat pecple fairly throughout our business and supply
chains and we remain committed to respecting human rights. We
understand how intertwined environmentatl and social sustainability
are, and how the challenges in both areas are interconnected,
therefore as part of a just transition to Net Zero, we want to place the
people in our supply chains at the heart of our move to a low-carbon
world. This year we have undertaken an extensive review of the most
salient hurman rights risks facing the peopie in our supply chain and
are using this to inform the development of our new sociat sustainabitity
strategy, which we will be reporting progress on later this year.

We recognise the impartance of supply chain transparency.

Having previously published our Tier 1 clothing sites, this year

we also published our Tier 1 food sites with information such as
addresses, number of workers, gender split and union membership.
We also acknowledge the need for further transparency, therefore

we will be publishing lists of our General Merchandise and Geeds

Not for Resale sites in the year ahead, as well as working to achieve
greater visibility of the challenges faced further down the supply chain.

In 2017, we launched our Modern Slavery Risk Tocl, giving us unique
insights into slavery risks across a complex global supply chain,
and we continue to embed the tool into the business by using its
results for internal risk assessments. In 2020 we increased the
scope of this risk to cover all human rights risks and this year have
continued the tools development by updating risk data to ensure
we have the most up-to-date data on the risks in our supply chain.
We identify vulnerable workers and do not tolerate any form of
slavery or servitude in our own operations. For more information
on our approach to sacial sustainability and to read cur Hurman
Rights Policy and Modern Slavery Statement, please visit
www.about.sainsburys.co.uk.

l
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Better for you

Healthy and sustainable diets for all

We know that focd that is better for us is also better for the planet.
This is why we have committed to develop and deliver healthy,
sustainable diets for all. This year we built on cur mass colleague and
customer campaign, Helping everyone eat better, to raise awareness
and drive behaviour change. We want to encourage pecple to eat
more in line with the principles of the government’s Eatwell Guide
and to help make healthy eating choices more affordable, easy and
tasty. To support customers to incrementally improve their diets, we
have developed recipes which change up well-loved recipes such as
curries, lasagnes and casseroles, and offer hints such as encouraging
customers to mix half pulses with half meat.

This year we reported against our target to measure heaithy and
sustainable diets. We aim to achieve at least 83.1 per cent of ‘healthy’
and ‘better for you' sales by 2025, currently sitting at 80 per cent,
remaining flat year-on-year.

Hoday aoueUIIADY yoday n6ajens
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We undertook an extensive piece of work to review the nutrition
criteria used to define *healthy’ and ‘better for you sales”. This
approach will help us identify better choices within categories for
both branded and own-brand products, along a spectruim from less
healthy to most healthy. We alsa disclosed our protein sales, with

72 per cent of protein sales tonnage being plant based and meat-free
products, of which 12 per cent is entirely plant based”.

We continue to utilise 'test and learns’ to help nudge customer
behaviour by incentivising custormners with value pricing or additional
Nectar points with initiatives such as our discounted 60p fruit and
vegetable campaign and The Great Big Fruit & Veg Challenge.

We also continued to support customers by topping up the Healthy
Start vouchers, provided by the government to low-income pregnant
wornen and families with children under the age of four. The
vouchers consisted of a £2 fruit and vegetable coupon, more than
any cther retailer, to help families in need have access to nutritious
produce through the half-term and surmmer holidays. In the six
months the programme ran, we supported over 17,000 custormers to
take home an additional 1.2 million portions of fruit and vegetables.

Better for the planet

Principal Supermarket Partner of COP26

This year we were Principal Supermarket Partner of COP26, the

UN Climate Change Conference, which took place in Glasgow in
November 2021. Our aim was te demonstrate strong industry
leadership and inspire our colleagues, customers and other
businesses to rally together to protect and restore our planet for
the future. During the event we hosted multiple events, bringing
in experts from across our business to discuss industry challenges
as well as hosting an exhibition space te engage the public on how
we can all eat better by making small changes to our plates.

We also announced our commitment, alongside other retailers, to
work with the WWF to halve the environrental impact of UK baskets
by 2030. We recognise that solutions to the grand challenges that we
are facing cannot be sclved in isolation, therefore we are committed
to working as an industry to identify the key issues that we face and
collaborate so that we can accelerate progress together.

Reducing carbon emissions

This year we anncunced the acceleration of our carbon emissions
target to becorme Net Zerg in our own operations by 2035, five years
earlier than our original ambition. Overall, we have reduced our
absolute greenhouse gas (GHG) emissions within cur operations to
762,119 tC0.e, a reduction of 7 per cent year-on-year and 20 per cent
from our 2018/19 baseline, keeping us on course for our new 2035
target. In 2021 we hit sorme key milestones with the rollout of LED
lighting to 100 per cent of our supermarket estate, reducing lighting
energy consumpticn by an average of 70 per cent, with a plan to

install 100 per cent LED across our entire estate by the end of 2022/23.

We also transitioned to 100 per cent renewable electricity across
the entire estate and have committed to the long-term purchasing
of renewable energy from new wind farms and solar projects,
significantly reducing reliance on fossil fuels.

We are proud to be recognised by CDP, an environmental impact
disclosure system, for our environmental transparency. We were
awarded an A rating for climate change for the eighth consecutive
year, the only UK retailer to have achieved this. We were also
recognised by CDP as a Supplier Engagerment Leader for our work
engaging with our suppliers to tackle climate change.

15ainsbury plc * -

As part of our cornmitment to reduce our value chain emissions,

this year we've written to 400 of our key suppliers, who constitute

a high proportion of our value chain emissions, requesting that they
disclose their carbon emissions through the CDP or Higg platform.
We currently have 87 per cent of our key food suppliers disclosing via
CDP. We have also set an expectation that our suppliers should
commit to their own Net Zero science-based targets, aligned tc the
highest ambition of the Paris Climate Change Agreement. This builds
on our existing science-based target, defined with the Carbon Trust,
to reduce our Scope 3 emissions by 30 per cent by 2030, whereby

our haseline is 26,663,081 tC0e (2018/19). This includes reducing
emissions from purchased goods, upstream transport and
distribution, services sold and our customers’ use and consumption
of the products we sell.

20%

reduction in absolute greenhouse gas emissions within
our own operations, against our 2018/19 baseline

Reducing food waste

We are committed to reducing food waste by 50 per cent across the
whole value chain by 2030; driven by the multi-faceted environmental
and social challenges created by food loss and waste.

This year we have reduced our operaticnal food waste tonnage by
2.4 per cent year-on-year, a reduction of 13 per cent from our 2019/20
baseline. Where we can't donate surplus food to charity, we send
surplus food to UK farms, via our partners, to be used in animal feed.
We've been sending surplus bread for use in animal feed since 2013
and this year we trialled diverting unsold fruit, vegetables and salad
as well. We've also been working with suppliers on specifications this
year in arder to utilise more of the crop.

We increased our food redistribution to pecple by 119 per cent
year-on-year, to 4,072 tonnes, an increase of 161 per cent from

our 2019/20 baseline. A key driver of this increase has been our
partnership with Neighbourly which we rclled out to all supermarkets
this year with convenience store rollout planned for the year ahead.
Neighbourly helps us manage our back of store food donation
programme, connecting our storas to a network of over 17,000
charities, schools and community groups. This partnership ensures
both the social and environmental investments already made in food
production are not wasted and that any surplus food gets redirected
to pecple who need it most. Please see the Community and
partnerships section on page 15 for more information.

We continue to collaborate with industry on reducing food waste and
support the delivery of Courtauld 2025/Champions 12.3. We've been
members of UK Food Waste Reduction Roadmap since 2018 and are
pleased many of our Fresh suppliers are also signed up, covering

43 per cent of our total sales. We also continue to work with WRAP to
implerment their guidance on upstream and downstream food waste,
including increasing behavioural tips on product labelling. This year
we also engaged suppliers on aligning with WRAP’s best practice on
redistributing own-label products within the supply chain, evolving
our guidelines so that suppliers can redistribute any Sainsbury’s
own-label products to our chosen food donation partners.

1 2020/21 data



Strategic Report

Reducing use of plastic packaging

We have seen an absolute reduction in plastic packaging of

2.2 per cent from our 2018 baseline and relative reduction (tonnes per
million units sold) of 4.7 per cent from our 2U18 baseline. Year-on-
year the tonnage has decreased by 626 tonnes to 117,333 tonnes,
which puts us behind our target trajectory. We recegnise that we
have a lot more to do to reduce our plastic packaging tonnage and
meet our target to reduce this by 50 per ¢ent by 2025. We continue to
implement a number of strategies aiming to remove, reduce, replace
and recycle the amount of plastic packaging, including:

Rermoving plastic and replacing with paper straws in our own-
brand range of lunchbox juice cartens, this equates to the removal
of 18,5 millien plastic straws from circulation each year to reduce
plastic by 6.6 tonnes

Removing film overwrap from own-brand tea boxes to reduce
plastic by over 15 tonnes

- Reducing by light-weighting our own-brand water bottles and
caps to reduce by over 300 tonnes

Reducing by light-weighting our own-brand bleach bottle caps
to reduce plastic by 24 tonnes

Replacing plastic with card trays for own-brand sausage rolls
and snacks to reduce plastic by cver 65 tonnes

Replacing plastic with pulp fibre trays for own-brand eggs,
ta reduce plastic by over 230 tonnes

Recycling opportunities for customers by rolling out front of store
collection peints at all our large supermarket stores for customers
to bring back any flexible plastic packaging such as salad bags,
crisp packets and food pouches for recycling

Task Force on Climate-related
Financial Disclosures (TCFD)

Introduction

With the impacts of climate change being felt around the world,

we understand the important leadership role we can play to help
reduce the impact of the food system on the climate. We are proud
to have been chosen as the Principal Supermarket Partner of COP26.

We have committed to reduce GHG emnissions within cur own
operations to Net Zero by 2035. This is five years earlier than our
original ambition and aligns with the UN's goal to limit global
warming to 1.5 degrees, the highest ambition of the Paris Climate
Change Agreement. We have a strong heritage in reducing cur own
emissions and are collaborating closely with our suppliers to ensure
we are driving positive change across our suppiy chain too.

Tackling the climate emergency requires collaborative and
transformational thinking across industry and government, and

a willingness to work together and share learnings globally, so that
we can all take meaningful, immediate action. In Novernber we
signed the World Wide Fund for Nature (WWF) retailers’ commitment
to halve the impact of UK baskets by 2030.

Whilst we are delivering on our commitments to reduce the impact
of cur business on the climate, we are aware that climate change

is going to have an impact on cur business, presenting risks and
opportunities over the short, medium and long term. We have been

a signatory of the TCFD since 3anuary 2020 and have complied with
the requirements of LR 9.8.6R by including climate-related financial
disclosures consistent with the TCFD recommendations to strengthen
our climate resilience, which we discuss below.
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Governance

Governance a) Board’s oversight of climate-related risks
and oppertunities

The Board

The BRoard is accountable for risk management, strategy and target
setting, including climate-related matters, The Board monitors

how we are responding to climate-related risks and opportunities,
identified through the risk management process and scenario
analysis. The Board also oversees our Plan for Better strategy, which
includes climate-related matters, and is one of our core strategic
business priorities. Finally, the Board sets and monitors progress
aqgainst our climate-related metrics, and this year approved
accelerating our Scope 1and 2 Net Zero target by five years to 2035.

The Board continues to ensure that there is appropriate climate-
related expertise within the business and has undertaken training

by the Cambridge Institute for Sustainability Leadership. See page 54
for biographies of our Board members.

Board Commiittees

The Corporate Responsibility and Sustainability (CR&S} Committee
reviews the sustainability strategy and monitors the business
engagement with our key stakeholders, including climate-related
matters. For example, we have asked our suppliers to set their own
targets te reduce GHG emissions and understand our customers
are looking for more sustainable products as they seek te minimise
their personal carben footprints.

The Remuneration Committee reviews remuneration for Executive
Directors against our Plan for Better strategy. including tong-term
targets for Scape 1, 2 and 3 GHG emissions (see page 78 for more details).

The Audit Committee reviews risks and confidence on the climate-
related metrics that we disclose.

Governance b) Managernent’s rele in assessing and managing
climate-related risks and opportunities

Operating Board

The Operating Board defines and monitors the business-wide strategy,
including climate-related matters, adapting to new regulatory
requirements and trends, and approving major investments such

as our commitment to spend £1 billion to become Net Zero. The
Operating Board is chaired by our CEQ, who also sits on the Board
and CR&S Committee.

Plan for Better Steering Committee

The Plan for Better Steering Committee supports the Operating
Board and leads the operational execution of our Plan for Better,

by overseeing working group activity, and monitoring performance
against our climate-related metrics. The Plan for Better Steering
Committee is chaired by our Chief Marketing Officer (CMQ) and has
cross-givisional representation at Director level.

Plan for Better working groups

The Plan for Better Steering Committee oversees three working groups:
Plan for Better, Environment; and Sccial. Our key climate-related
targets (Scope 1, 2 and 3, water and bicdiversity) are managed by the
Environment working group.

See page 71 for our CR&S Committee Report, providing infermation
cn our governance structure, Committee responsibilities, meeting
frequency and principal activities in the year.
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Strategy

Strategy a) Climate-related risks and opportunities identified over
the short, medium, and long term

Climate change is anticipated to impact our business over the short,
mediurm and long term. Physical risks may impact our operations
and supply chain through extreme weather events, such as floeding
or droughts. Transitional risks as a result of moving to a low-carbon
future may impact us through changing consurmer preferences

ar climate-related regulation. Climate change also presents
opportunities, such as higher sales of lower GHG emnission products.

1 Sainsbury plc ~ -

Financial impact ranges

we have used the below financial impact ranges, which are the
same as we use for our corporate risk management process
(described further in the risk management section on page 38).

Impact N Financial range (revenue)

High Greater than £125 million

Medium 7 £25 million to £125 rillion
Low Less thﬂEZS million

Time horizons

We have used the below time horizons:

The table below captures the key climate risks and opportunities

impacting our business, identified through our risk management
and qualitative scenario analysis, as well as potential mitigations.

Aligned to our financial pignning cycle

Time period Years Reason
Short 0 tb?gear;
Medium 51015 years
and opportunities
Long 1510 50 geéfs_ ' Lon"ger term ta cgpturieiphgrsiical Hisks

Nearer teTm 1o capture transition risks

and opportunities

Time horizon

Short/Medium

Short/Medium

Risk type

Transitional

Classtfication

Reputation

Riskiopportunity description®

Climate conscious
consumers favouring lower
GHG emission products

Transitional

Palicy & Legal

Introduction of a carbon
price leading te an increase
in the cost of higher GHG
ernission products

Financial impact
{assuming actlons are
taken to mitigate risks)

Revenue opportunity

Potentiat mitigations that are
being considered as part of our
strategic planning
Development & prormotion
of lower GHG emission
products (see Meat, Fish &
Poultry example below on
page 20)

Low revenue loss

Majority of cost assurmed
tc be passed onte
customers to encourage
purchase of lower GHG
emission products We are
also working with our
suppliers to reduce the
GHG emissions of our
products (see Meat, Fish
& Poultry exarnple below
on page 20}

Medium

Short/Medium/
Long

Transition

Physical

Policy & Legal

Ban on the sale of new
petrol and diesel cars from
2030 leading to a reduction
in fuel sales

Acute

1

Short/Medium/
Long

Physical

Acute

Increased likelihood of
flooding and drought
leading to a reduction in
crop yields and increased
s0Ureing costs

High revenue loss

Providing electric vehicle
charging for custormers as
they shop at cur stores

Medium/high revenue loss

Increased likelihood of
flooding leading te water
damage and closure of
stores and depots

Low revenue loss/cost

Working with our suppliers
to create climate adaption
plans to secure supply of
crops (see Produce
example below on page 21)

Flood warning systemn,

flood emergency plans

for at-risk stores and
investrments in flood
defences (see Operations
example below on page 19)

There are independencies between the chmate risks and opportumtes dentified, such as the intreduction of a carbon price providing further mcentive for climate conscious consumers to favour lower GHG

emission products
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Climate-related risks and oppartunities are considered as part of our
Plan for Better, which is one of our core strategic business priorities.
The below table shows how our Plan for Better strategy supports
climate-related matters.

Strategy b) Impact of climate-related risks and opportunities on
business, strategy and financial planning

uoday nbajens

Plan for Better commitment How our Plan for Better strategy supports climate-related matters

We have a strong track record over the last 15 years of reducing GHG emissions within cur own operations, and have already
achieved a 20 per cent reduction against our 2018/19 baseline. This year we completed roliout of our LED lighting to 100 per cent

of our supermarket estate, reducing lighting energy consumption by an average of 70 per cent. We also transitioned to 100 per cent
renewable electricity across the entire estate (sourced directly from UK wind farms as well as certificate-backed renewable
electricity from the UK) and have cornmitted te long-term purchasing of renewable energy from new wind farms and solar
projects, significantly reducing reliance on fossil fuels. We are working to remove hydroflucrocarben in our refrigeration, replacing
these with natural alternatives. Qur Scope 3 emissions make up 97 per cent of our overall GHG emissicns, and we have committed
to a reduction of 30 per cent by 2030. We are working in collaboration with our suppliers, industry and the non-governmental
organisation (NGO) community to achieve this. See page 16 for more details on how we are reducing carbon emissions within our

own operations and supply chain.

Reductionin
carbon emissions

Climate change is expected to increase water stress in the UK. We have already reduced water usage in our own operations by

13 per cent against our 2018/19 baseline and are making significant progress in both reduction and recycling of water, having
achieved ‘A’ rating in the CDP water security disclosure for the last two years. We are signatories of the WRAP Water Roadmap
2030, working to improve water stewardship in our key sourcing locations. We are currently mapping our total water footprint
across the entirety of our operations and will be setting out our total organisation water stewardship approach in the coming year.

The type of food in our diet has a big impact on GHG emissions. We are encouraging customers to eat more in line with the
principles of the government's Eatwell Guide, through marketing campaigns, pricing and Nectar points, such as our Great Big Fruit
& Veq challenge. The Eatwell Guide is a healthy and balanced diet, and when compared against a standard UK diet, is lower in GHG
emissions, water usage and land use. See page 15 for more details on how we are encouraging healthy and sustainable diets.

Food waste contributes over eight per cent of total man-made GHG emissions, so actions we are taking Lo reduce food waste are alsc
reducing GHG emissions. This year we rolled out our back of store food donation partnership with Neighbourly to all supermarkets,
helping to connect to a network of aver 17,000 charities, schools and community groups. We are following best practice disclosure

on our food waste and encouraging our suppliers to sign up to the WRAP Waste Reduction Roadmap to help drive industry action

on food waste prevention as well as redistribution. See page 16 for more details on how we are reducing food waste.

Reduction in
water use

10day 32UPLIBAGH

Healthy &
sustainable diets

Reducti_on in_
food waste

The environmental changes driven by climate change are putting pressure on species and have the potential to alter ecosystems
over time. We recognise our high dependency on nature and ecosystem services, and have committed to ensuring the impact of
our operations are net positive for biodiversity. We are currently assessing cur nature-related risks and opportunities across our

Biodiversity

business and supply chain. We have been working to build supply chain resilience for over 20 years, including working directly
with farmers and growers on areas such as seil health and integrated pest management. whilst increasing certification of high
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climate risk materials such as palm oil, soy, timber and cotton. For more details on how we are protecting and enhancing

biodiversity, visit www.about.sainsburys.co.uk.

Climate-related matters are also considered within financial planning.
We have committed to spend £1 hillion to become Net Zero by 2035
and this is built inte our financial plan, approved by the Board.

We have also considered what impact the revenue losses identified
in our scenaric analysis (on page 20) could have on the carrying value
of the Group’s store assets. by modelling the impact on cash flows
(the results do not have a material impact on the Group's impairment
considerations, see page 139 for more details). Finally, Sainsbury’s
Bank considers climate-related risks as part of its Internal Capital
Adequacy Assessment process (ICAAP).

Strategy c) Restlience of strategy, taking into consideration different
climate-reiated scenarios, including a 2°C or lower scenario

To help shape our understanding of the potential implications of both
the physical and transition risks assaciated with climate change, we
have conducted both qualitative and quantitative scenario analysis,
with the support of an external specialist. Scenario analysis can act
as a 'stress test’ for our current business aperations and supply chain
and help to explore a range of different outcomes. This has allowed
us to evaluate the potential effects on our strategic and financial
position under each of the defined scenarios. We have then been able
to use the results to inform strategic thinking on how to manage the
identified risks and opportunities.

Our own operations — Qualitative scenario analysis

We have been actively managing floed risk across our property
estate for many years through our flood warning systemn, flood
emergenicy plans for at-risk stores and investments in flood defences.
Climate change is expected to increase the frequency and intensity
of flood events in the future, impacting directly through water damage

to our property estate and indirectly by hindering access for our
customers and suppliers. In 2020, we carried out some qualitative
scenario analysis using the World Resources Institute Aqueduct tool
to understand the impact of flood risk and water stress on our locations
in a 4.3°C scenario (high emission). Improving our understanding

of future water-related risks helps us assess the need for future
building adaptations, for example flood defences. It is also informing
our commitment to be water neutral by 2040, by identifying where
water conservation will have the biggest impact.

Our products and supply chain — Qualitative scenario analysis
During 2021, we undertock qualitative scenaric analysis that
evaluated the impacts of a wide range of different climate change
risks on the product categories we sell, to identify the product
categories most exposed te climate-related risks and the most
material risks for each product category.

This analysis was conducted by considering the potential impact of
both physical and transitional risks. For physical risks, we considered
the geographical sourcing for each of our product categories and
assessed different physical risks under a high emissions scenario.

To evaluate transitional risks, we considered the GHG emissions of
our different product categories, as well as how changing market
dynamics and increased regulations could impact both production
costs and revenue.

Of the 27 climate-related risks considered through this process, the
four most material climate-related risks were drought, flooding,
carbon taxes and changes in consumer preferences. We identified
Produce, Clothing, Meat, Fish and Poultry (MFP), Dairy and Fuel as
the product categories most exposed to the climate-related risks.



Strategic Report

Type of risk Most material risks Most exposed cateqories
Acute physical risks Drought produce
Floading Clothing
Transition risks - Carbon taxes Meat, Fish & Poultry
Changes in Dairy
consumer Fuel
preferences

The findings of the qualitative scenario analysis were reviewed and
considered, alongside the financial materiality of each product
category, by senior leadership and key stakeholders during a series
of workshops. We then selected MFP and Praduce to undergo further
analysis through a quantitative scenario analysis approach, which
we will expand to additional categories next year. This approach was
appraved by the Plan far Better Steering Committee with oversight
fram the CR&S Committee.

Our products and supply chains — Quantitative

scenario analysis

To further build on these qualitative results, we adopted a quantitative
approach to determine the potential financial impacts associated

with the identified material climate risks for each exposed product
category, The scenarios are built using data from the Intergovernmental
Panel en Climate Change (IPCC) aver two time horizons (2030 and
2050) and include a 2°C or lower scenario per the recommendations
of the TCFD. These time horizons align with our definition of medium
and long term. Greater detail is provided below:

15°C — A pathway that limits global warming to below 1.5°C
(low physical risk, high transition risk)

2.4°C — Described by the IPCC as an intermediate scenaric
(medium physical and transition risk}

4.3°C — A high emissions worst case scenario pathway
{high physical risk, low transition risk}
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Through our analysis we identified transition risks to be more
rnaterial leading up to 2030 as the global community strives to limit
global warming to below 1.5°C, whereas physical risks are expected
to manifest by 2050 if transition goals are not met. Furthermore,
extending transition risk analysis beyond 2030 also introduces a
significant amount of uncertainty to our analysis. Our analysis of
MFP extends to 2030 as the product category is most vulnerable to
transition risks, namely carbon taxes and changes in consumer
preferences. Our quantitative analysis for Produce extends to 2050
to capture the potential financial impacts associated with drought,
flooding and heat events.

Quantitative scenario analysis — Potential financial impact
of climate-related transition risks on MFP products in a low
emissions scenario in 2030

To assess the costs associated with carbon taxes and changes in
consumer preferences, we evaluated the production of MFP products
in the UK and the production of animal feed globally. Our analysis
considered the impacts of a carbon price on the cost of MFP products
by factoring in the emissions associated with production and in our
supply chain. The carbon prices applied in our scenario analysis align
with IPCC data. We considered how prices of MFP products could
subsequently increase and assumed that additional costs would

be passed on directly to the consumer, further reducing demand.
The analysis assumed that products associated with the highest
ernissions would be most avoided by consumers.

The results illustrate a potential revenue loss when looking at the
MFP category in isolation in a 1.5°C {low emissions) world in which
phuysical risks associated with climate change are limited but high
transition risks are experienced as the world attempts to meet the
Paris Agreement. However, this looks at the MFP product category
in isolation and assumes no actions are taken to mitigate risks, so
does not capture the overall opportunity at Group level of developing
and promoting lower GHG animal protein and nutritionally positive
meat alternatives to capture switching calories from existing and
new customers.

Annual revenue loss to MFP category in

Most material climate risks {solation in 2030 In 1.3°C scenarlo, assuming level in 2030 in 1.3°C scenario, assuming
impacting MFP! no actions are taken to mitigate risks actions are taken to mitigate risks
Changes in consumer £300m to £350m revenue loss to Overall opportunity for business
preferences away from  MFP category in isolation

higher GHG ernission

animal protein

£50rm to £100m revenue loss ta MFP
category in isolation

Implementation of
carbon taxes

Overall opportunity for business

Annual revenue loss/opportunity at Group

Potemtial mitlgations that are being considered as part
of our strategic planning

Differentiate: develop lower GHG emission
animal protein within existing product
(see integrated beef case study below)
Shift customer behaviour: towards lower
GHG emission meat proteins and products
Alternatives: promotion of nutriticnally
pesitive meat alternatives to capture
switching calories from existing and new
customers

Reduce: werk with suppliers to reduce GHG
ernissions in our supply chains e.g. supplier
targets, animal health & welfare and feed
efficiency

Offset: work with suppliers to sequester
carban inour supply chains e.g. planting trees,
creating hedgerows, and protecting peat land
and mangroves

Innovate: investment in innovation to further
reduce GHG emissions e g. methane reducing
food additives

1 Fisks should be considered inisolation as the complex interrelationstnp between multiple risks has net been considerad
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Case study - Integrated beef scheme

Our market-leading integrated beef scheme uses selected
Aberdeen Anquis genetics, resulting in a more sustainable,
highly consistent, and traceable beef product far our customers.
The scheme has been running since August 2019 and we are
working to fulfil our entire Taste the Difference tier. The
genetics used to improve the sustainability of our beef, is
estimated to deliver a 20 per cent reduction in overall GHG
emissions and a 40 per cent reduction in methane.
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Quantitative scenario analysis — Potential financial impact
of climate-related physical risks on selected produce crops
in high and low emissions scenarios in 2050

To assess the costs associated with the increased likelthood of floeding,
drought and heat events, we evaluated the production of citrus fruits,
lettuce, berries and potatoes in Spain and the UK. These food items
are particularly vulnerable te climate change and likely to result in
crop failure. We considered two scenarios, cne where global warming
reaches 4.3°C (high emission) as a result of no global action taken to
reduce emissions, leading to extreme physical risks manifesting in
the long term, and a 1.5°C (low emission) scenario where the Paris
Agreement is met but physical risks are still experienced, albeit more
mildly. Our physical risk modelling focused on Spain and the UK
where a significant proportion of our produce is grown. Our scenario
analysis considered the impacts of these acute physical risks and the
resulting diminished or lost crop yields that would result in increased
costs inour supply chain. We also assumed that these additional
costs are passed on directly to the consumer, reducing demand and
impacting our revenue. Revenue loss Is based on 2021 produce sale
figures and assumes no actions are taken to mitigate risks.

ropE I LSISTion 1n 2050 Rtk

Most material climate dcrops in lsolation In 2050
visks impacting citrus in 1.5°C sconario, assuming

fruit, lettuce, berrles &
potatoes in UK & Spain’

Flooding £0m to £5m revenue

ss to crops
- = P T -
Drought £25mto £30m revenue  £10m Lo £15m revenue
loss to crops loss to crops
Heat events £35m to £40m revenue  £10m to £15m revenue

loss to crops loss to crops

Annual revenue loss/opportunity at
Group level in 2050 in 4.3°C & 1.5°C,
assuming actions are taken to
mitigate risks

Potential mitigations that are being considered
as part of our strategic planning

Engage: continue to work closely
with our suppliers to understand
their adaption plans

Explore supply chain adaption
options: higher altitude locations,
lower flood risk areas, vertical
farming, glass growing structures,
reservairs, drainage channels,
drought & temperature resistant
crop strains

Further work required to
understand revenue impact
at Group level after actions
are taken to mitigate risks

1 Risks should be considered 1nsolation as the complex interrelabionstnp between multiple nsks has nat been considered

Case study — UK grown Brassicas

One of the ways we mitigate flood risk is to have multiple
growing locations for a crop. For example, for UK grown
Brassicas we use three distinct areas — Cornwall, East Anglia
and Scotland. These areas have sirnilar growing conditions but
are far enough apart to reduce the risk of all areas suffering
from a severe weather event.

Plans to expand scenario analysis in 2022/23

We understand that we must continue to expand our knowledge of
our climate-related risk and opportunities. Next financial year we are
going to expand our quantitative scenaric analysis to look at cur
Clothing category. Clothing is particularly exposed to physical risks
due to our sourcing and manufacturing locations in India, China,
Bangladesh and Turkey.

Risk management

Risk management &) Processes for identifying and assessing
climate-related risks

------------------- = o

Climate-related risks (short, medium and long term) are identified
through quarterly bottom-up divisional and governance forum risk
assessments and then reviewed annually top-down in a dedicated
climate risk workshap to assess cornpleteness. This considers our
ability to deliver our Plan for Better strategy, including our Scope 1,
2 and 3 targets, as well as physical and transition climate risks
impacting our operations and supply chain, including existing and
emerging regulatory requirements.

Climate risks are mapped against financial and reputational impact
(from insignificant <£10 million te severe =£125 million) and likelihoed
of occurring (from remgete to almost certain). To assess the effectiveness
of existing climate controls, each risk has three positions: gross risk
(before existing controls); net risk {after existing controls); and target
risk fmanagement’s target position). Climate risks where the impact
is not yet well understood are captured separately on an emerging
risk map (plotted against likelihood of occurring and timeframe).

Risk management b} Processes for managing climate-related risks

Each climate risk is assigned a Director-level business owner who is
respansible for monitoring and mitigating the risk. Climate risks are
agreed once per year at the Plan for Better Steering Committee with
Board leve! oversight from the CR&S Committee. Climate risks and
mitigations are monitored throughout the year by the Plan for Better
working groups and Steering Committee. To increase ownership of
climate risks across the business, the Steering Committee has
cross-divisional representation at Director level.

Risk management ¢j Processes for identifying, assessing
and managing climate-related risks are integrated into
the organisatiort’s overall risk management

The output from this climate risk process, in aggregate, is elevated
to the corporate risk map cwned by the plc Beard with support
from the Audit Committee, and informs the Environment and Sccial
Sustainability principal risk, shown on page 50. For more details on
our overall risk management framework and supporting processes,
see page 38.
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Metrics and targets
Metrics and targets aj Metrics used to assess climate-related

risks and opportunities in line with its strateqy and risk
management process

JSsainsburyplc " - . . L

The below table shows the key metrics and methodology used to
measure climate strategy and risk management.

Plan for Better

Commitment Metric

Absolute GHG emissions Wlthm our own
operations {tC0,e)

Reductionin carbon
emissions

Methodolngg

Absclute, market based Scope 1 and 2 GHG emissions in the ﬁnanctal year
for Sainsbury’s Group and supported by third party CBRE and verified by
the Carbon Trust. Follows the GHG protecol.

Electricity which comes from renewable
sources (%)

The amount of renewable energy used by Sainsbury’s Group as a proportion
of the total electricity consumption in the financial year, supported by third
party CBRE. Combination of energy sourcad directly from UK wind farms as
well as certificate-backed renewable electricity from the LK

Absolute Scope 3 GHG emissions (1C0;e)

Key Sainsbury’s food suppliers disclasing
through CDP

GM&C own-brand suppliers disclosing
through HIGG

Reduction in water use Absolute water usage within our own

operatlons m?¥

Includes emissions from purchased goods, upstream transport and
distribution, services sold and our custermers’ use and consumption of the
products we sell as calculated by the Carbon Trust. Foilows the GHG protocol

Key food suppliers disclosing through CDP, which is an envwonmental impact
disclosure system. Key suppliers are our 211 most material carbon footprint
supphers that we asked to disclose through cbP

GM&C own-brand suppliers disclosing through HIGG which is an
environmental impact disclosure system.

Absolute water usage in the financial year for both Sainsbury's and Argos
as VE'rlflECl bg third party WaterScan.

Food sales tonnage of healthy, healthier choice and better for you products
as a percentage of total feod sales tonnage in the financial year (exclusive
of beers, wines, spirits and baby food). Healthy, healthier cheice and better
for you defined using a nutrition criteria tool, including criteria from the
Fatwell Guide which is lower in GHG emissions.

Total food waste tonnage sent to anaerobic digestion in the financial year

calculated as total operational food surplus i.e. food that is not sold to
customers, less any food surplus redistributed te both humans and animals.

Healthy & sustainable Healthy and better for you sales tonnage
diets as a proportion of total sales tonnage (%)
Reduction in food Food waste to anaerobic digestion (tonnes}
waste

Biodiversity Soy sourced to an independent sustainability

standard (%)

Sustalnablg sourced soy tonnage as a percentage of total soy tonnage
footprint, as calculated by the third party 3Keel.

Palm sourced to an independent sustainability
standard ( )

Sustainably sourced palm oil tonnage as a percentage of total palm oil
tonnage footprint, as calculated by the third party 3Keel.

Timber sourced to an independent
sustainability standard (%)

Cubic metre volume of assessed sustainably sourced timber products sold
as a percentage of total cubic metre volume of all assessed timber products
sold during 2021 calendar year. Sustainability assessments were carried
out by third party Track Record Global Ltd.

Cotton sourced to an independent sustainability
standard (%)

Cotton tonnage sustamablg sourced and certified by third party Better
Cotton Initiative (BC1) as a percentage of total cotton tonnage sourced
during 2021 calendar year.

Nurmber of weodland trees planted (number)

Total number of trees planted in the financial year through partnershlp
with the Woodland Trust.
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Metrics and targets b) Scope 1, Scope 2, and Scope 3 GHG emissions,
and the related risks

_ Baselme  Results _
2018719 2020/21 2021/22
Scopeland2GHG  9497441C0e  817420tC0. 762119 tC0e
emissions o o
Scope 3 GHG 26.663.081 N/A NIA
emissions tCO.e

For a more detailed breakdown of cur Scope 1and 2 GHG emissions,
please see our streamlined energy and carbon reporting (SECR)
disclosure on page 97. We have a strong track recerd of delivering
GHG emissions reductions and a robust plan to Net Zere, however
there is some risk as our transition plan requires industry innovation,
such as a commercially viable alternative fuel solution for heavy
goods vehicles.

We have worked with the Carbon Trust to define our Scope 3 baseline,
which uses industry average carbon factors to calculate total GHG
emissions as there is currently no agreed methodology for companies
to calculate their own Scope 3 emissions. There is also no consistent
industry approach for requesting GHG emission data from suppliers,
although we do measure the number of our suppliers disclesing
threugh COP and HIGG {(environmental impact disclosure systerns).
whilst we cannot solve these challenges ourselves, we are committed
to work at industry level to find a solution, such as our commitment,
alongside other retailers, to work with the WWF to halve the
environmental impact of UK baskets by 2030.

ISainsburyple - . o0 L

Metrics and targets ¢} Targets used to manage climate-related risks
and opportunities and performance against targets

We understand the importance of setting GHG ernission reduction
targets, and last year, the Science Based Targets initiative (SBTI)
approved our science-based targets for Scopes 1, 2 and 3. For Scope 1
and 2, these include the reducticn of GHG emissions from our own
operations to Net Zero by 2035 in a bid to limit ternperature increase
to 1.5°C, Our Scope 3 target, defined in collaboration with the Carbon
Trust, requires the reduction of GHG emissions by 30 per cent by 2030,
to align to a well below 2°C scenaric. We have long-term remuneration
targets for Executive Directors on Scopes 1, 2 and 3 (see page 87 for
more details).

We also have targets and measure performance against other
climate-related metrics. See nage 19 for mare details on how these
metrics are supporting climate-related matters.

Results
Plan for Better - e
commitment Metric Baseline 2020/21 2021722 Target
Reduction in carbon Absolute GHG emissions within 9407441C0.e 817420100 7621191C0  Nel Zero 2035/36 FY
emissions our own operations {1CO.e) 2018719 FY o o N
Electricity which comes from 17% 20% 41% N/A
renewable sources (%) 2019/20 FY (100% from
January 2022)
Absolute Scope 3 GHG 26,663,081 t£0.e N/A N/A 18.664,157 tL0O.e
emissions (tCOze) 201{3_/19 FY o 2030/31 FY,
Key Sainsbury’s food suppiiers N/A N/A 183 N/A
disclosing through CDP (87% of key
(number) food suppliers) ~
GM&C own-brand suppliers N/A N/A 195 N/A
disclosing through HIGG {49% of own-brand
(number) GM&C suppliers)
Reduction in wateruse  Absolute water usage within 3,224,000 (m?) 2,776,288 (m?) 2,797,699 {m?) Water neutral
our own operations (m?) 2018/19FY L 2040/41 FY
Healthy & sustainable Healthy and better for you 80.3% 79.7% 75.6% 83.1%
diets sales tonnage as a proportion 2019/20 FY 2025/26 FY
of total sales tonnage (%) -~ o
Reduction in food waste  Food waste to anaerobic 31,615 tonnes 26,545 tonnes 25,483 tonnes 15,808 tonnes
digestion (tonnes) 2019120 FY o 2030/31FY
Biodiversity Soy sourced to an independent 6% 42% N/A! 100%
sustainability standard {%]) B 2019 CY ] - 77
Palm scurced to an 99 1% 99.3% 99.7% 100%
independent sustainability 2019 CY
standard {%} o
Timber sourced to an 650% 65% 77% 100%
independent sustainability 2019 CY
standard {%) ~ o o 7
Cotton sourced toan 76% 89% 94% 100%
independent sustainability 2019 CY
standard {%) o o
Number of woodland trees 493,750 trees 325,000 398,333 N/A
planted (number) 2019/20FY

1 Result unavaiiable at date of publication Please read our Flan for Better Report on about samsburys <o uk for progress against this metric and all of our other Plan for Better metncs
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Engaging with our stakeholders
and our Section 172 statement

Stakeholder considerations and our culture play an
important part in the Board’s discussions and decision
making in promoting the long-term success of the
Company, as outlined in this statement.

During the year ended 5 March 2022, the Buard has acted in accordance
with Section 172(1) of the Companies Act 2006. Each Director has
acted in the way they cansider, in good faith, would be most likely to
promote the success of the Company for the benefit of its members
as awhole and, in doing so, have regard to the interests of other
stakeholders, whilst maintaining high standards of business conduct.

The Board considers the potential consequences of its decisions on
stakeholders, recognising that decisions made will not necessarily
Tesult in a positive outcome for every stakeholder group. Processes
are in place to ensure effective decision making, which balances

the needs of our stakeholders with the husiness's strategic priorities,
purpose, culture and values.

Customers

Two-thirds of the UK population have shopped with
Sainsbury’s over the 1ast year® and over one million digital
Nectar users regularly benefit from personalised offers
with us and with our Nectar partners. Within Argos, we
have 18.8 million active customers and the website is the
third most visited online retailer in the UK. In Financial
Services, we have 1.8 million active Sainsbury’s Bank
customers and 2.1 million Argos Financial Services
customers. Understanding the needs of our customers
allows us to provide relevant products and services.
Satisfied customers are key to our long-term success.

Key customer priorities
— Competitiveness and value

Availability and range of products
- - Convenience and location
- Speed of Groceries Online delivery
— Quality of products
- Sustainability

Engaging with our customers
We heard what mattered to our customers through:

2.7 million responses per year across our Sainsbury's and Argos
customer feedback programmes (CSAT)

- Social media listening
Market research
— Qualitative customer focus groups and quantitative surveys

Nectar data, which helps us understand how custamers are
shopping

- Brand tracking, which assesses the performance and perception
of our different brands

1 Mielsen IQ panet, Total FMCG (excl Kiosk & Tobacco), 52 weeks ending P3 21422

An overview of our key stakeholders and stakeholder considerations

that influenced discussions and the outcomes of these discussions

is outlined below. Further examples of how the stakeholder voice has

been brought into the boardroom can be found in our Governance

section on page 62.

“Engagement with our stakeholders remains a key priority

and we are committed to building positive relationships with
all of our stakeholders.”

Simon Roberts

Customer feedback and overall metrics on consumer sentiment
and trends were shared regularly with the Board and Operating
Board, steering our responses 1o the key issues impacting
customers, such as COVID-19, inflation and availability of products.
The Board receives regular updates from the Chief Marketing Officer,
which include feedback from our customer listening sessions.

The Board's understanding of our custormers continued to shape
our strategy and the Board has focused on delivering for customers
in line with our strateqic priorities:
- Food First: putting food back at the heart of Sainsbury's by
offering high quality, great value food to our customers

— Brands that Deliver: Argos, Habitat, Tu, Nectar and Sainsbury'’s
Barnk contributing positively to the customer experience

- - Save to Invest: internal transformation enabling us to reinvest
in our customer offer

- Connected to Custormers: knowing and understanding our
custorners to enhance our thinking and decision making

—- Plan for Better: supporting our customers to eat healthily and
sustatnably, whilst delivering on our commitment to become
Net Zero by 2035

The Board also considered and supported the investment in our
contactless sales channels to improve access for customers.

We know that price remains an important consideration for gur
custorners; cur Sainsbury’s Quality, Aldi Price Match and Price Lock
campaigns are two ways in which we have supported our customers
to shop more affordably.

The evolution of our Net Zero by 2040 plan to our Plan for Better
and our partnership with COP26 reflected our custormers’ interest
in reducing their environmental impact through their everyday
activities. Decision makers, including our Corporate Responsibility
and Sustainability (CR&S} Committee, referred to customer insight
analysis to understand how customers view our progress around
sustainability and inform how related projects develop.
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Colleagues

Our colleagues include everyone who is employed by the
business. Colleagues are at the heart of everything we
do and their commitment to our purpose and values is
critical to the business’s long-term success. Connected,
engaged colleagues, working in safe stores and depots
with better technology, lead to greater efficiency,
increased availability of products and improved
customer service.

Key colleague priorities
Reward

-~ Career progression
Colleague engagement

-— Training and development

— Weilbeing
Health and safety

— Inclusion

Engaging with our colleagues

The Board engaged directly with colleagues through the

Naticnal Great Place to Work Group, our Workforce Advisory Panel.
It received presentations on culture, colleague engagement,
talent retention and progression from our Group HR Director,

and regular summartes from the Chief Executive Officer on key
initiatives. Colleagues were updated on decisions made following
their feedback through regular internal communications from

the Chief Executive Officer and Operating Board members.

Our colleague engagement activities included:

Non-Executive Director meetings with National Great Place
to Wark Group members to directly understand the views of
colleagues from across the business via their elected peers

Continual feedback through internal channels, including live
presentations, question and answer sessions and internal
social media discussions with the Operating Board

- Honest, confidential colleague feedback on what it is like to work
for the business through our annual colleague engagement
survey, ‘We're Listening’, to inform improvements over the year

— Colleague feedback through topic-specific ‘temperature check’
surveys throughout the year, helping us to understand
colleagues’ views and sentiments, enabling the Board and
Operating Board to act swiftly

-- Regular updates provided to the Board, Remuneration
and CR&S Committees on culture, engagement, diversity
and inclusion, and colleague pay

Jsainsburypic ' .-

Colleague feedback has provided the Board with insight and
challenge. Threugh our colleague engagement activities, decision
makers received timely feedback, allowing colleague interests to
remain a priority when considering key concerns. Qur response
to COVID-19 exemnplifies this. Colleague feedback on internal
social networks and via ‘temperature check’ surveys enabled
senior management to better understand the colleague
experience of new safety guidance and returning to our offices.

The business has made a significant investment in colleague pay
and benefits. All our Sainsbury's and Argos store colleagues now
receive a base rate of least £10 per hour, above the government's
National Living Wage and the Living Wage Foundation's Living
Wage. We have also increased London pay to £11.05, in line with
the London Living Wage. In respense to feedback from colleagues,
we have biplernented policy and guidance changes in relation to
family leave, menopause, wellbeing and carers.

It is vital that we have a diverse workforce, thriving in an inclusive
cutture and reflecting the communities we serve. The Board
supported the additional commitments made by the Operating
Board in support of our Black colleagues, including joining the
Black British Network, to improve representation across the business
and agreeing stretching diversity targets. It also supported the
introduction of Inclusion Training for all line managers and
improving transparency by publishing our Gender and Ethnicity
Pay Report for a second year.

More informaticn on our colleague engagement activities can
be found on pages 13 to 14 and our cotleague engagement KPI
can be found on page 30.

yoday nbejens
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Shareholders

We have over 103,000 sharecholders, including
large institutional investors and smaller individual
shareholders.

Access to capital is vital to the long-term performance of

our business. We ensure that we provide fair, balanced and
understandable information to shareholders and equity
analysts and work to ensure they have a strong understanding
of our purpose, strategy, performance and culture.

Key shareholder priorities

During the course of the year, we heard from shareholders that
their main areas of focus included:

Macro factors, such as inflation, cost pressures and availahilityy
challenges

Progress towards our cost base improvernent targets
— Grocery market share performance in a competitive environment

The impact of normalisation of derand post-pandemic,
including expectations for Groceries Online penetration

~ Improving our price position versus competitors
Improving cur product innovation

— General Merchandise sales trends and the impact from
disposable income pressures and supply chain challenges
Progress of the Argos transformation programme and
associated profit improvements
Driving returns in the Financial Services business

- Providing confidence in profit, cash flow and dividend prospects

- - How we will address capital allocation once our leverage targets

are achieved

Progress against our Environmental, Social and Governance
(ESQG) targets

Engaging with our shareholders

The Board reqularly received reparts and updates on shareholder
relations, summarising key feedback from our principal
shareholders derived from a programme that consisted of:

—- One-on-one investar meetings with the Chairman,

Chief Executive Officer, Chief Financial Officer and Director
of Investor Relations

1 Sainsbury pic -

- Investor events, including our ESG event and Nectar Deep Dive

Real-time feedback from investors after meetings and
presentatiotis

- —The Annual General Meeting
Attendance at key investor conferences and tours
— Regular email and telephone contact with investors and analysts

-— A shareholder event for retail investors, resulting in positive
feedback in relation to investing in the Company from attendee
retail investors

- - Dialogue with shareholder groups
- Regular engagement with investors on ESG

The Board continually takes shareholders’ feedback into account
when reviewing levels of disclosure, To help sharcholders
understand the on-going impacts of COVID-19 on the business
and the normalisation trends post-pandemic, the Board has
consistently disclosed key customer behaviour trends and
provided greater visibility of trading patterns.

The Board hosted our first ESG event in June 2021, launching our
Plan for Better strategy and enabling shareholders te gain a stronger
understanding of our ESG pricrities. It also participated in a
University of Cambridge Institute for Sustainability Leadership
event on ESG, providing it with additional investor insights to

help shape our on-going engagement with investors in this area.
The Board supported our cornpliance with the Task Force on
Climate-related Financial Disclosures for this financial year,
enabling greater clarity for shareholders on this key topic.

Shareholders were keen to understand our remuneration decisions
and, through voting at the Annual General Meeting, were given

an opportunity to indicate their opinion on the 2021 Remuneration
Report. The Board and Remuneration Committee continued to
consult with shareholders, to understand their views on key
decisions, and we wil} continue this dialogue in future years.

For more information, please see the Remuneration Report on
page 78.
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Suppliers

We have over 4,900 Goods For Resale (GFR) suppliers
that supply products for food, general merchandise and
clothing, and over 1,800 Goods Not For Resale (GNFR)
suppliers across the Group that support all functions,
including Logistics, Marketing, Technology and Retail.
Our suppliers range from large multi-national companies
to small independently-run businesses.

Our GFR suppliers are fundamental to the quality and variety of
products we sell and enable us to meet the high standards that
we set oursetves,

Our GNFR suppliers provide operational excellence and access
to the new technaology and innovation that ensures we keep pace
with the evolving and changing needs of our custorners.

Key supplier priorities
Long-term relationships

- - Cost-efficiency
Responsible procurernent, trust and ethics
Technological advances

— Payment practices

Engaging with our suppliers

The Board is cognisant of the impact its decisions have on
suppliers and receives regular updates on supplier relationships.
working collaboratively with our suppliers heips us deliver
innovation in food and we continue to build stronger relationships
with exclusive brands.

In order to maintain consistent communication with our suppliers,
they have access to online supplier portals, enabling the sharing
of news and develocpment of new ways to work together,

J Sainsbury plc /

Management actively engage with both the GFR and GNFR supply
chains to manage key risks, including the impacts of COVID-193,
global supply chain issues and inflation on stock levels and
logistics. This enabled us to manage our supply chain and
continuity of supply to customners. Additionally, key supplier
meetings with the Board are held to further enhance communication
with these stakeholders.

We take part in annual, independent surveys which benchmark us
against other retailers and highlight areas for improvement; these
include the Supplier Advantage survey and Groceries Supply Code
of Practice supplier survey. The CR&S Committee received updates
during the year on the outcomes of these surveys, which helped
shape supplier-related initiatives.

Our suppliers have been, and continue to be, a key element of
achieving our sustainability targets under Plan for Better. Through
our engagement with our suppliers, we have encouraged themn to
disclose their Net Zero ambitions to us and to set their own targets.
We have also encouraged our GFR suppliers to report carbon
ernissions through the CDP or Higg platform. Working with

these stakehelders has contributed to our accelerated Net Zero

by 2035 target.

Suppliers are key te protecting hurnan rights throughout our
business activities and the CR&S Committee reguiarly discussed
relevant matters. We have clear modern slavery policies for both
GFR and GNFR suppliers, actively engaged with our suppliers to
prevent modern slavery and human trafficking in our business
operations and supply chains, and have reported this through

our Modern Slavery Statement. For more information, see page 15.
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Communities

We play an active role in our communities, supporting
them through charitable endeavours and generating
a positive impact on our communities worldwide.

Our business relies on resilient communities; we have a long
history of building strong partnerships and making a difference

in the communities we serve, both localty and internationally.

The Board supported the on-going pandemnic priorities of keeping
our custemers and colleagues safe, helping to feed the nation, and
supporting our communities and the most vulnerable in society.
but expanded the application of these beyend COVID-19. This
embedded focus enabled us to make decisions at pace and
allocate resources and investment for maximum impact on

our communities.

Key community priorities
- Local operational impact

- Tackling food poverty
--- Supporting the most vulnerable

Engaging with our communities

Custerner and colleague feedback provided the Board with
valuable information on how we can best support our customers
and local communities, particularly in relation to the pandemic
and household financial challenges. Partnering with Neighbourly,
an award-winning giving platform that helps businesses make

a positive impact in their communities by redistributing supermarket
store-level surplus food to people in need, is an example of one of
many initiatives we have put in place to support our communities.

J Sainsburyplc = .. .o

Other examples of community activities undertaken during the
year include:

Approval ol our new community and partnerships strategy
to focus on food poverty

— Partnering with Neighbourly, resulting in the donation of
2.6 million meals

The launch of the Helping everyone eat better locat grants
— - Our on-going partnership with FareShare in-store and online
Continuation of our Help Brighten a Million Christmases
campaign
----- Topping up the government’s Healthy Start vouchers

— Community and charity partnerships, which generated over
£38 million for good causes

Regular updates on our community strategy are provided to the
CR&S Committee and the Board.

For more information on our communities, please see page 15.
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Government and regulators

The UK Government and devolved administrations in
Scotland, Wales and Northern Ireland set the regulatory
environment in which our business operates.

As a UK-based business and a major employer of over 171,000
colleaques, it is appropriate and responsible for a business of our scale
to engage in a transparent way with government and requlators.

Key government/regulator priorities
Openness and transparency

— Comptiance with requlation, including Groceries Supply Code
of Practice (GSCOP)

Impact on environment
-- Diversity and inclusion

Engaging with government and regulators

The Board and CR&S Committee received updates in relation
to our work with government and requlators through summaries
on activities including:

-—-Engagement with government through Parliamentary and
party events

— Public responses to government consultations
- Direct meetings

JSainsburyplc. - .. > - .

Trade association meetings
Government organised roundtables

- Participation in government organised forums, such as the
Food and Drink Sector Council

Liaison with regulators, including the Grocery Code Adjudicator
and HMRC

The business has continued to work closely with government this
year to support vulnerable customers and cormmunities across

the UK. The Board and senior management have been in regular
diatogue with Ministers and officials, primarily to ensure the on-going
supply of and access to essential groceries, and to manage the safety
of custormners and colleagues throughout the on-going pandemic.

1a0day SuPLBAD uoday nbayens
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New KPlIs

in FY21 we announced eight key metrics to ensure we deliver for
customers and drive stronger financial results. These are the Group's
key performance indicators (KPIs) as we deliver the new plan.

J sainsbury plc " -

Operational

Grocery market share
performance (%)

Definition: Sainshury's grocery
market share of total market
and of Big 4 Grocers measured
by Nielson Volume Market share
as at S March 2022

Colleague engagement

{score)'

Definition: Percentage of our
colleagues who feel that we are

a great place to work. Colleague
engagernent score out of 100 from
the internal, annual "We're Listening’
survey. Target to maintain strong
engagement score

Financial

Retail free cash

flow (Em)

Definition: Net cash generated
from retail operations, after cash
capital expenditure and after
investments in joint ventures

and associates Target at least
£500 million per annum on average
to 2024

Retail operating cost

to sales (bps)

Definition: Retail operating costs
as a percentage of retail sales
including VAT. Target to reduce by
at least 200bps by 2024 year-end

11.3%

in 2021/22

+2%

£503m

in 2021/22

83bps

improvement since 2019/20

_ GRAPHREMOVED

~ GRAPHREMOVED

Diversity and inclusion

Definition: We have three internal
measures for dwersity and inclusion,
which come together to form a coileague
representation target for 2024

GRAPH REMOVED

GRAPH REMCVED

Slightly behind target
Customer satisfaction Plan for Better Pre-tax return on capital Underlying profit
(scorte) commitment employed (°%)° before tax (Em)

Definition: The % of *highly
satisfied’ answers out of the total
sample in response to the following
question: Based on your most
recent visit or antine order to this
Sainsbury’s, how satisfied were you
with your overall experience?

Definition: Our Plan for Better sets
out our sustainability goals across
our whole business, outlining our
prierity areas of focus, our key
commitments and our progress.
See below for status against targets
in the priority areas

Definition: Underlying profit before
interest and tax, divided by average
net assets excluding pension deficit/
surplus, less net debt, calculated on
a 14 point basis. Target to increase

Definition: Profit before tax
adjusted for certain items in note 5
which, by virtue of their size and/or
nature, do not reflect the Group’s
underlying performance. Target to
maintain growth

+230bps

since 2015/20

GRAPH REMOVED

Carbon Scope 15 2
Ahead of target

Food waste
Ahead of target

Carbon Scope 3
Industry reparting challenge

Healthy & sustainable diets
Slightly behind target

Plastic
Behind target

+1.0%

since 2019/20

£730m

in 2021/22

GRAPH REMOVED

GRAPH REMOVED
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Legacy KPIs

Last year we announced that we were moving to new rmetrics to track
ourselves against. Those have been outlined on the previous page with
the legacy measures listed for transparency here.

J Sainsbury pic

Group measures

Underlying basic earnings

per share (pence)®

Definition: Earnings per share using
underlying profit

_ GRAPH REMOVED

Retail underlying

operating margin (%)?
Definition: Underlying profit before
tax before underlying net finance
costs and underlying share of post-tax
results from joint ventures, divided by
retail sales excluding VAT, including
fuel, excluding Financial Services

GRAPH REMOVED

Core retail capital
expenditure (£m)

Definition: Capital expenditure
excluding Financial Services, hefore
proceeds from disposal of property,
plant and equipment and before
strategic capital expenditure

GRAPH RENOVED

Retail underlying

EBITDAR margin (%)*
Definition: Underlying profit before
tax before underlying net finance
costs, underlying share of post-tax
results from joint ventures,
depreciation, amortisation and
rent, divided by sales excluding
VAT, including fue!, excluding
Financial Services

GRAPH REMOVED

Dividend per share (pence)
Definition: Total proposed
dividend per share inrelation
to the financial year

__GRAPH REMOVED

Net debt excluding

lease liabilities

Definition: Group net debt excluding
Financial Services net debt baiances.
Financial Services balances excluded
because they are part of the daily
operating cycie of the Bank rather
than for financing purposes. Excludes
lease liabilities under IFRS 16

GRAPH REMOVED

Retail

Like-for-like sales (%)’
Definition: Year-on-year growth in
sales including VAT, excluding fuel,
excluding Financial Services, for
stores that have been open for more
than one year

 GRAPHREMOVED

Retail sales growth (%)
Definition: Year-on-year growth in
sales including VAT, excluding fuel,
excluding Financial Services

~ GRAPHREMOVED

Like-for-like transactions
growth (%)

Definition: Year-on-year grewth
in transactions, excluding fuel,
excluding Financial Services,

for stores that have been open
for more than one year

__ _GRAPHREMOVED

Maintaining
balance sheet
strength

Net debt/underlying
EBITDAR (%)’

Definition: Net debt divided by
Group undertying EBITDAR

__GRAPH REMOVED

GRAPHREMOVED

In the course of this financial year we have
moved to a new metric in our colleague
survey The above improvernent 15 based
on interim surveys through the course

of the year.

o

Big 4 Grocers consists of Sainsbury's, Tesco,
Asda and Mortisons.

Refer to APMs on page 203
201819 restated for IFRS 16

(¥ I ]

Special dividend patd in lieu of final
dividend for 2019/20 following the deferral
of dividend dectsion

+= [FRS 16 cut-off.

110day 33UPUIDA0D jaoday sibarenss
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Financial Review

2021/22 was the first full year of delivering our Food First strateqy, as we put
Food back at the heart of Sainsbury’s, increasing product innovation and
using the benefits of our Save to Invest prograrmme to become more price
competitive for customers and drive a strong volume share performance.

It was a year in which our brands delivered, with the Argos transformation
continuing at pace, Nectar 360 launching a new Sainsbury’s Insight Platform
and the Bank returning to profit and declaring its first dividend. Given the
significant COVID-19 impacts in 2020/21, comparisons and commentary
compared to 2019/20 have been used where this helps highlight trends.

COVID-18 costs were much lower than the previous year. However, sales
remained strong with a sustained shift of foed consumption in home,
helping te support strong profit and cash flow delivery. We've declared our
highest dividend since 2015, up 24 per cent on last year, and have cormmitted
to increasing the praportion of profits distributed to shareholders through
the ordinary dividend.

Strong sales performance

Group sales (including VAT) were up 3.3 per cent year on year. Grocery sales
were down slightly but strong compared to pre-pandemic levels, supported
by continued elevated in-home consumption and our investments in value
such as Sainsbury’s Quality, Aldi Price Match. General Merchandise sales fell
by 11.9 per cent, reflecting availability constraints and teugh comparators.
However, Clothing recovered well from suppressed demand over the pandemic
with growth led by full price sales. Fuel sales grew strongly but remained
below 2019/20. As expected, Groceries Online sales decreased 4.7 per cent
as demand moderated after 119.6 per cent growth in the previous year. This
was partially offset by a recovery in convenience sales of 8.8 per cent as the
nation returned more to workplaces and other urban lecations

Delivering profit growth

This year we returned to profit, generating a statutory profit before tax of
£854 million {2020/21: loss before tax of £164 million) with non-underiying
profits of £124 million supported by significant legal settlements. Qur
underlying profit before tax of £730 million was a strong improvement
from the £586 millicn in 2015/20.

Both the Retail and Financial Services businesses contributed to the
improvement, with Retail underlying cperating profit up 37 per cent and
Financial Services returning to profit, with a £38 million underlying operating
prafit The Retail performance was driven by our Save to Invest programme
which generated an 83 basis points reduction in operating costs as a
percentage of sales compared to 2019/20, led by the continuing Argos
transformation programme as we closed 73 standalone Argos stores

and cpened 64 Argos stores within Sainsbury's, reducing operationat and
accupancy costs. Savings from our Logistics Transfermation programme
helped us to mitigate the impact of significant cost pressures through

the year. Changes ta our food service, counters and bakeries will save
£125-150 million annually and enable us to improve our eat-in and takeaway
custorner offer.

Financial Services benefitted from a reduced bad debt charge after posting
COVID-19 provisions in the prior year, and an improved unemployment
outlook. Net interest margin improved as a result of management action
to reduce interest payable through savings rates. In line with our Brands
that Deliver strategy and enabled by a strong capital position, the Bank has
paid a £50 million dividend.

Non-underlying items benefitted from £167 million of income in relaticn

to two legal settlements made regarding overcharging of payment card
processing fees. We continued with our restructuring programme announced
in November 2020, incurring £92 million (2020/21: £548 millien) of costs

We expect to incur £900 million to £1 billion of one off costs, with most in
the period to March 2024. Of this, £640 million has been charged to date.
Group statutory profit after tax was £677 million (2020/21: loss after tax

of £201 million).

J Sainsbury plc "~

Basic earnings per share was 25.8 perice compared to a loss per share of

9.4 pence in 2020/21. Underlying basic earnings per share increased to

254 pence (2020/21: 11.7 pence) due to the strong profit delivery and a lower
taxrate.

Strong free cash flow; capital allocation framework

2021/22 was another year of strong cash generation and net debt reduction.
We reduced non-lease net debt by £499 million, taking our cumulative
reduction te £1,381 million since 2018/13. This includes £240 million of net
debt reduction resulting from the conversion of our perpetual convertible
bond in July 2021. This exceeds our four-year target to reduce non-lease net
debt by £550 million one year early, and contributes to our falling interest
cost expense. Lease net debt increased by £789 million, primarily reflecting
the impact of serving notice to purchase 21 stores from two investment
vehicles in which we hold a 4§ per cent interest

As guided, working capital grew this year following a significant working
capital reduction in the prior year due to COVID-19. This resulted in strong
retail free cash flow of £503 million (2020/21: £784 million). This is significantly
ahead of expectaticns, supported by the strong profit result, legal settlements
income and lower than expected capital expenditure at £645 million (2020/21:
£568 million). Dividends of £238 million were paid in the year, which were
covered 2.1 times by free cash flow (2020/21: 3.3 times). We have lald out an
updated capital allocation frarmewaork, signalling that we will pricritise the
right level of investment to support our strategy and an investment grade
balance sheet but that we expect to pay a higher proporticn of underlying
net earnings to shareholders, in the first instance through an increase in the
dividend pay-cut ratio to arcund 60 per cent from around 53 per cent

Our balance sheet rernains streng, and we delivered a pre-tax return on
capital employed cf 8.4 per cent, up from 5.6 per cent in 2020/21. The
business had non lease net debt of £141 million and £14 billion of undrawn
facilities at the end of the year.

As at 5 March 2022 the net defined benefit pension surplus under 1AS 19
for the Group was £2,283 million (excluding deferred tax). The £1,539 million
increase from 6 March 2021 was driven by both changes in financial and
dernographic assumptions which lowered liabilities, as well as gains on
plan assets.

Delivering through times of change

This was a year of strong delivery, making considerable progress on our
strategy, and we enter the year with good operating momentum and a
strong financial position. The year ahead presents considerable external
pressures and uncertainties with higher operating cost inflation and cost
of living pressures on customers. However, we wilt continue to focus on
delivering consistent improvernents in grocery value, innovation and
customer service, funded by our Save to Invest programme. With the
ongoing drive of our colleagues to deliver for our customers and our track
record of successfully responding to the changes of recent years, we are
well placed to maintain a strong competitive position.

Kevin 0’Byme
Chied Finanic ol Qo
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Financial Review of the year results for the 52 weeks to 5 March 2022

In tha 52 weeks to 5 March 2022, the Group generated profit before tax of £854 million {2020/21; loss before tax of £164 million; 2019/20: profit before tax of £278
million) and an underlying profit before tax of £730 million (2020/21: £357 million; 2015/20: £586 million). COVID-18 caused significant distortions to trading, operating
costs and timing of business rates costs in 2020721, Therefore in some cases commentary has been provided versus the pre-COVID-19 2019/20 financial year.

Anurmber of Alternative Performance Measures (APMs) have been adopted by the Directors to provide additional information on the underlying performance of
the Group. These measures are intended to supplement, rather than replace the measures provided under IFRS. Please see pages 203 to 207 for further information.

Hoday nbajens

52 weeks to 52 weeks to

S March 2022 6 March 2021! Change
Summary income statement £m £m %
Group sales (including VAT) 33,355 32,285 33
Retatil sales (including VAT) 32,924 31,854 34
Retail sales {excluding fuel, including VAT) 28,095 28,837 {26
Group sales (excluding VAT) 29,895 29,048 29 g
Retail sales (excluding VAT) 29,463 28 617 30 §
Underlying operating profit/(loss) §
Retail 1,001 731 7 =
Financial Services 38 21 N/A 1§
Total underlying opeia_tlng profit i - S ' 1,539_ oo 46 =
Underlying net finance costs (309) (353 12
Underlying profit before tax T o ' 7730 357 104
Ttems excluded from underlying results 124 (520) N/A
Profit/(Loss) before tax o T 854 {164) N/A
Income tax expense 177) (37 378
Profit/{Loss) for the financial period 677 (_261) N/A Z
Underlying basic earnings per share 254p 11.7p 117 §
Basic earnings/(loss) per share 29.8p {(94)p N/A %
Interim Dividend per share 32p 32p - %
Final Dividend per share 99p 74D 34 E|
Total Dividend per share 131p 106p 24 %

1 The prior year results have been restated to reflect the removal of business rates from onerous property contract pravisions Refer tonote 2 of the accounts for further information

Underlying profit before tax is up £373 million, and up £144 million compared to 2019/20, driven by continued elevated sales despite much lower COVID-19 costs,
falling finance costs, and the delivery of the Arges Transformation programme, offset by increased variable pay. We have made strong progress on our Save to
Invest plans, with an 83 basis points reduction in operating costs allowing for considerable investments to improve value for custormers.

Group sales

Group sales (including VAT, including fuel) increased by 3.3 per cent year-on-year. Retail sales (including VAT, excluding fuel) decreased by 2.6 per cent,
as General Merchandise sales moderated, but remained ahead of 2019/20. Fuel sales increased by 60.0 per cent and Financial Services sales increased by
0.2 per cent.

52 weeks to 52 weeks to 52 weeks to Yoy Yoz2y

S March 2022 & March 2021 7 March 2020 Change Change

Total sales performance by category £bn £bn £bn % %

Grocery 210 211 185 02)% 76%

General Merchandise 61 69 64 {119)% (4.6)%

Clothing 10 09 10 12.7% 31%

Retail (exc. fuel) T 281 288 269  (26)% 46%

Fuel sales 48 30 49 60.0% (26)%
Retail (inc. fuel) 329 319 318 34%  35%

Grocery sales remained significantly abeve pre-pandemic levels reflecting a sustained shift of consumption in-home. In line with the reduction of government
restrictions during the pericd, sales were stronger in the first half, and moderated in the second half, albeit at a level still higher than 2015/20. We delivered

a strang volume market share performance, supparted by our value investments for customers. We inflated prices behind the market and key competitors
on high volurme lines supported by our Sainsbury's Quality, Aldi Price Match programme and other value initiatives.

General Merchandise sales declined, reflecting tough comparators and availability challenges driven by both product supply and freight availability.
Clothing recovered strongly from a year of suppressed demand with growth driven by full price sales and increased in-store sales.
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Fuel sales increased by 60.0 per cent, driven by both increased demand as traffic volumes recovered and inflation in the market driven by higher otl prices,
but remained below pre COVID-19 levels.

52 weeks to 52 weeks to

Total salas performance by channel 5 March 2022 € March 2021
Total Sales fulfilled by Superrmarket stores {2.0)% 114%
Supermarkets (inc Argos stores in Sainsbury’s) (1.8)% 25%
Groceries Online A4.N% 1196%
Convenience 8.8% (94)%

Overall sales served from our Supermarkets fell by 2.0 per cent after rising 11.4 per cent in the prior year. Within this, Supermarket sales including Argos stores
in Sainsbury’s fell by 1.8 per cent. Groceries Online sales decreased by 4.7 per cent, as COVID-19 restrictions ended and demand moderated through the year
after rapid growth of almost 120 per cent in the previous year. Convenience sales grew by 8.8 per cent, driven by the recovery of sales in urban sites most
impacted by reduced footfall in the previous year.

52 weeks to 52 weeks o
Retail like-for-like sales performance S March 2022 6 March 2021
Like-for-like sales (exc. fuel) {23)% 81%
Like-for-like sales (inc. fuel) 36% 07%

Retail like-for-like {'LFL) sales, excluding fuel, decreased by 2 3 per cent (2020/21: 8.1 per cent increase), reflecting lower General Merchandise sales, but
showed strong growth versus 2019/20 ted by Grocery sales. The impact of stores temporarily closed due to COVID-19 have beean included within LFL sales,
with only permanently closed sites treated as not LFL.

Space
Tn 2021722, Sainsbury's opened four new supermarkets and closed four (2020/21: opened one new supermarket and closed 11). There were 19 new Convenience
stores opened in the year and 23 were closed {2020/21: 15 cpened and nine stores closed).

puring the period 64 new Argos stores in Sainsbury's were opened and 73 standalone Argos stores were closed, in line with our Argos Transformation plan.
The number of Argos collection points in Sainsbury's stores increased from 306 to 335. As at 5 March 2022, Argos had 728 stores including 400 stores in Sainsbury’s.

As at Extensions/ As at
6 March Disposals/  refurbishments/ 5March
Stove numbers and retailing space 2021 New stores closures downsizes 2022
Supermarkets 598 4 {4) 55 598
Supermarkets area ‘000 sq ft 20,822 134 {78) (75) 20,803
Convenience 813 19 23 1 809
Convenience area '000 sq ft 1829 42 (54) 1 1,918
Sainsbury's total store numbers o 1411 23 (27) 66 1,407
Argos stores 401 - (73 - 328
Argos stores in Sainsbury’s 335 64 - - 400
Argcs in Hornebase - - ) — - - -
Argos total store numbers T 737 64 {73) — 728
Argos collection points 306 62 (33) - kx -
Habitat 3 - - - 3

In 2022/23, we expect to open one supermarket and around 20 new convenience stores, and to close around two supermarkets and five convenience stores.
In addition, we expect to open around 25 Argos stores inside Sainsbury’s, and close around 60 Argos standalone stores.

In the UK, the standalone Argos store estate will reduce to around 100 stores by March 2024, while we expect to have 430-460 Argos stores inside Sainsbury’s
supermarkets as well as 450-500 collection points.

Retail underlying operating profit

52 weeks to 52 weeks to 52 weeks to
5 March 6March 7 March YoY Yoz
Retail underlying operating profit 2022 2021 2020 Change Change
Retail underlying operating profit (Em)? 1,001 731 938 369% 67%
Retail underlying operating margin (%)* 340 255 330 85bps 10bps
Retail underlying EBITDA (£m)* 2,145 1910 2,135 123% 05%
Retail underlying EBITDA margin (%)° 728 6.67 751 61bps (23)bps

The priar year results have been restated to reflect the remaoval of business rates from onerous property contract provisions Refer to note 2 of the accounts for further information
Retall underlying earnings before interest, tax and Sainsbury’s underlying share of past-tax profit from joint ventures

Retait underlying operating profit divided by retail sales exctuding VAT

Retail underlying operating profit before underlying depreciation and amortisation of £1.144 million

Retail underlying EBITDA dwnded by retail sales excluding VAT

[CC W NI

Retail underlying operating profit increased by 36.5 per cent to £1,001 million (2020/21: £731 million} and retail underlying operating margin increased by
85 basis points year-on-year to 3.40 per cent (2020/21: 2.55 per cent). COVID-19 costs reduced materially year onyear to £82 million (2020/21: £485 million).

Retail underlying operating profit was up 6.7 per cent versus two years ago (2019/20: £938 million), reflecting sales growth and a retatl underlying operating
margin improvement of 10 basis points. Qur Save to Invest programme delivered an 83 basis points reduction in operating costs as a percentage of sales
versus 2019/20. We have invested much of this benefit, as well as benefits from fuel and more profitable clothing and general merchandise sales into lower
grocery prices, targeted at key products for customers, driving strong volume growth.
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Savings were delivered across the business, with significant contributions from our retait eperating medel work, both for in Stere and Orline where annualisation
of rapid growth in the prior year allowed material efficiencies. Argos transformation continued to deliver savings as we integrate the two businesses and reduce
occupancy and store operational costs. Savings from our Logistics Transfermation programme helped to mitigate the significant cost pressures felt.

In 2042723, Samshury's expects a retail underiying depreciation and amortisation charge of around £1.2 billion, including around £500 million right of use

asset depreciation.

Financial Services

Financial Services results

12 months to 28 February 2022 2022 2021 Change
Underlying revenue {£m) 432 431 0%
Interest and fees payable (£m) {57} {90) 37)%
Total income (Em) S T h 375 341 O 10%
Underlying operating profit/(loss) (£m) 38 ()] N/A
Net interest margin (%) 45 35 100bps
Cost:income ratio (%) 74 74 -
Rad debt as a percentage of lending (W) 12 18 60bps
Active customers (m) — Bank 1.8 18 -
Active customers (m) — AFS 21 22 4)%
Tier 1 capital ratio {%)* 156 176 (200bps
Total capital ratio (%)* 181 202 (210)bps
Unsecured lending (£bn) 43 41 5%
Secured lending (Ebn) 08 13 (38)%
Customer deposits (Ebn) (4.2) (53 (18)%

Net interest recewable dided by average interest-bearing assets

Bad debt expense divided by average net lending.

Common equuty Tier 1 capital divided by risk-weighted assets Reflects impact of dividend declared
Total capital divided by nsk-weighted assets

R

Financial Services returned to profit with underlying operating profit of

£38 million (2020/21: loss of £21 mullion). This reflects both a reduction in
credit provisioming as the unemployment outlook improved, a release of
some COVID-19 related bad debt provisions made in 2020/21 and improverments
in net interest margin Unsecured lending balances were lower on average
through the year, but recavered well in the second half and ended the year
up 5 per cent.

Financial Services total income of £375 million increased by 10 per cent
year-on-year (FY 2620/21: £341 million). Net interest margin recovery is
reflective of management action tc reduce interest payable through savings
rates alongside improvernents in unsecured asset margins and a lowey mix
of secured lending (following our decision to cease new mortgage lending in
2019). Fee income has risen as activity post lockdown increased, with ATMs
and Card fees both recovering, whilst Travel Money remains subdued but is
higher than last year.

The Financial Services cost:income ratio is flat at 74.0 per cent (FY 2020/21:
74.0 per cent). Of the £27 million increase in costs, £17 million reflects
highert royalty payments to Arges, therefore the ratio is down on a group
contribution basis.

Bad debt expense as a percentage of lending decreased 60 basis points
year-on-year to 1.2 per cent (FY 2020/21: 1.8 per cent), driven by stable arrears
and the improving economic outlook. We released £12 million of our COVID
provision, reflecting the more positive econornic outlook, particularly in
relation to forecast unemployment.

In line with the group strategic priority Brands that Deliver, and reflecting
the Bank’s strong capital position, a £50 million dividend has been paid.

This is a key milestone as we start te deliver on our comrmutment that
Financial Services will be cash generative for the Group. The Bank remains
well capitalised with a CET1 ratic of 15.6 per cent, a decrease from 176 per cent
last year driven by this dividend pagment.

We expect a further improverment in Financial Services underlying operating
profit in the year ahead.

Underlying net finance costs

Underlying net finance costs reduced by 12 per cent to £309 million (2020/21:
£353 million). These costs include £40 million of net non-lease interest
(2020/21: £50 million). The reduction of net non-lease interest is driven by

the repayment of the £260 million Green loan in August 2021 and redemption
of the perpetual convertible bonds in July 2021. The net interast costs on
lease liabilities have reduced Lo £269 million (202/21: £293 million), mainly
due to lower interest rates on new leases.

Sainsbury's expects underlying net finance costs in 2022/23 of between
£315-325 million, including around £270-280 million lease interest.

Items excluded from underlying results

In order to provide shareholders with insight into the underlying performance
of the business, itams recognised in reported profit or loss before tax which,
hy virtue of their size and or nature, do not reflect the Group's underiying
performance are excluded frorm the Group's underlying results and shown

in the table below.

52 weeks to 52 weeksto
5 March 2022 6 March 2021
Items excluded from underlying results £m £m
Restructuring and integration programmes (103) (345)
Impairment charges _ - (220
Restructuring, impairment and (103) (565}
integration
Income recognised in relation to legal disputes 182 42
Software as a service accounting adjustment (21) -
[AS5 19 pension income 1 6
Properly. finance and acquisition adjustments 55 (4}
Items excluded from im;:lerlging results 124 {521)

1 The prior year results have been restated to reflect the removal of busimess rates fram onerous property
contract provisions Refer to note 2 of the accounts for further information

— Restructuring, impairment and integration costs of £103 rmllion {2020/21:
£565 miltion) include £92 million (2020/21: £548 million) relating to the
pregramme announced in November 2020 for the structural integration
of Sainsbury's and Argos. We expect that we will incur one off costs
from these infrastructure, operating model and structure changes of
£900 million to £1 billion, with cash costs of around £300 million, with
the majority in the period to March 2024, In line with IFRIC 21 “Levies”,
business rates are now recognised as a periodic cost as incurred and as
such we expect approximately £40 million of business rates associated
with leased properties in the restructuring programme te be recognised
after the year ended March 2024. Refer to note 2 for further details.

Cash costs in the year were £114 million (2020/21: £39 million). To date

we have incurred costs of £640 million and cash costs of £153 million.

In 2022/23 we expect to incur cash costs of around £100 millien in relation
to this pregramme.

1oday 9IUPLLIAOG podey mbaens
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— Income recognised in relation to legal disputes of £182 million (2020/21:
£42 milhon) primarily relates to two settlements for overcharges from
payment card processing fees. £75 miltion of cash was received in prior
financial years and held as deferred income, with £93 millinn of rash
received in the year net of legal fees. The prior year relates to ATM
business rates reimbursement, and £14 million of cash was received
in the year in relation to these.

— Software as a service accounting pelicy change resulted in a non-cash
cost of £21 million {2020/21: Nil) following the IFRS interpretations
committee clarification of how these costs should be treated. These costs
Tepresent the prior year impacts of this change.

— [AS 19 Pension incorma of £11 million {2020/21: £6 million) comprises
pension finance income of £15 million and scheme expenses of £4 milhon.

— QOther movernents of £55 million income (2020/2]: cost of £4 million)
relate to property profits, acquisition adjustments and non-underlying
financing costs. The positive movement year on year is driven by a gain
on energy derivatives of £76 million driven by higher energy prices.

The energy derivatives relate to long-term, fixed price power purchase
arrangements (PPAs) with independent producers. These are accounted
for as derivative financial instruments, however are not designated in
hedging relationships, therefore gains and losses are recognised in the
income statement. Increases in electricity forward prices in the year have
led to gains on the related derivative financial instrurnents. During the
year, the Group entered into an additional FPA, however have designated
this in a formal hedging relationship, with gains and losses being
recognised within other comprehensive income.

Taxation

The tax charge was £177 million (2020/21: £37 million}. The underlying tax
rate (UTR) was 211 per cent (2020/21: 29.4 per cent) and the effective tax rate
{ETR) was 20.7 per cent (2020/21: (22.6) per cent).

The UTR is lower than the prior year, with the higher underlying profit
resulting in a smaller percentage impact from non-qualifying deprecation
and the impact of accounting for the rate change on the recagnition of
deferred tax. Unlike previcus periods, there is a positive impact on the UTR
of prior year adjustrments for corporation tax, reflecting the release of
historic provisions held in respect of now agreed tax returns.

The ETR is sigmificantly higher than the prior year, primarily due to the
accounting loss in FY21. The major impact on the ETR in the current year
relates to the non-deductibility of non-underlying costs and the impact
of prior year adjustrments to non-underlying iterns

Sainsbury’s expects an underlying tax rate in 2022/23 of around 25 per cent.

Eammings per share

Underlying basic earnings per share increased to 254 pence (2020/21:

11.7 pence} driven by the increase in underlying earnings, partially offset
by a higher share count. Basic earnings per share was 29.8 pence (2020/21:
(9.4) pence loss per share).

Dividends

The Board has recommended a final dividend of 9.9 pence per share
(2020/21: 74 pence). This will be paid on 15th July 2022 to sharehclders on
the Register of Members at the close of business on 10th June 2022. In line
with the Group’s policy to keep the dividend covered 1.9 times by underlying
earnings, this will tesult in an increased full-year dividend of 13.1 pence
(2020/21: 10 § pence}, an increase of 24 per cent.

Sainsbury’s has a Dividend Reinvestment Plan (DRIP), which aliows shareholders
to reinvest their cash dividends in our shares. The last date that shareholders
can elect for the DRIP is 24th June 2022

We have laid out a capital allocation framewark, signalling that we will
priaritise the right level of investment to support our strategy and an
investment grade balance sheet but that we expect to pay a higher
proportion of underlying net earnings to shareholders, in the first instance
through an increase in the dividend pay-out ratio to around 60 per cent
from around 53 per cent.

] Sainsbury plc *

Net debt and retail cash flows

As at 5 March 2022, net debt was £6.753 million {6 March 2021: £6,463 millien),
an increase of £290 million (2020721 £478 million reduction). Excluding the
impact of lease liabililies vn nel debt, sansbury’s reduced net debt by £499
million in the year of which £240 million results from the conversion of the
perpetual convertible bond in July 2021. Non lease net debt is now £1,381
million lower than at 2018/19 year end, exceeding the four-year £950 million
non lease net debt reduction target we had communicated with a year

to spare, even excluding the impact of the perpetual convertible bond.
Sainsbury's expects to generate retail free cashflow of at least £50¢ million
per annum on average for the next three years.

Group net debt includes the impact of capital injections into Sainsbury’s
Bank, less dividends received, but excludes Financial Services’ own net debt
balances. Financial Services balances are excluded because they are part of
the daily operating cycle of the Bank rather than for financing purposes.

Net debt includes lease liabilities under IFRS 16 of £6,618 million (2020/21:
£5,829 million). Lease liabilities increased by £788 million, primarily
reflecting the impact of exercising purchase options on 21 leased
supermarkets heid by property investment pools in which the Group holds
an interest. Following the exercise of the options, the lease liabilities have
been remeasured based on the estimated purchase price of the stores

Retall Retail
52 weeks to 52 wee_ks lo_
5 March 2022 §March 2021

Summary cash flow statement’ £fm £m
Retail underlying operating profit 1,001 731
Adjustmeﬁté for. T
Retail underlying depreciation and amortisation 1,144 1,179
Share based payments and other 54 26
Retail non underlying operating cash flows {3) {12)
{excluding pensions)
ATIleted retail operating cash flow before 2,19_6 1,924
changes in working capital?
(Increase}/decrease in working capital* {185) 452
Nel interest paid* o T (323) 372
Pension cash contributions {71) (101}
Corporation tax paid (23) (94}
Net cash gaefate;l from operating _1,594 1809
activities®
Cash capital expenditure? (645) (568)
Repayments of obligations under leases® (a91) {499)
Initial direct costs on right-of-use assets (3) (7)
Proceeds from dispesal of property, plant and 46 27
equipment
Dividends and distributions received® 2 22
Retail free cash flow® 503 784
Dividends paid on ordinary shares (238) 232)
Repayment of borrowings’ (256) {539)
Other® @n {13)
Net (decrease)/increase in cash and cash (18) 0
equivalents
Decrease in Debt 747 1,038
Conversion of perpetual convertible bond* 240 -
Qther non-cash and net interest moverments® (1,259) (560)
Movement in net debt (290) s
Opening net debt (6,469) (6.947)
Closing net debt o ©(8,759) (6.460)
of which: -

Lease Liabilities (6,618) (5.829)

Net Debt Excluding Lease Liabilities (141) (640)

1 Seenote 7 forareconciliation between Retall and Group cash flow | The prior year results have been
restated to reflect the rernoval of business rates from anerous property contract prowisions Refer o
note 2 of the accounts for further information.

2 Excludes working capital and pensior contributions

3 Refer to the Alternative Performance Measures on pages 203 to 207 for reconcilation

4 £242 milhon of the £250¢ million perpetual convertible bond converted fven a carrying value

of £248 million this resulted in a £240 milhon reduction in net debt

Other non-cash includes new leases and lease modifications and fair value moverments an denvatives

used for hedging long term borrowings

w\
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Adjusted retail operating cash flow before changes in working capital
increased by £272 miilion year-on-year to £2,196 million (2020/21: £1.924
million). Retail non-underlying operating cashflows of £3 million cost
(2020/21: £12 million cost) reflected legal disputes income offsetting
restructuring costs. Working capital increased by £185 million (2020/21:
£452 millicn decrease), in line with expectations as our working capital
position normalised compared to a prier year where both our stock and
payables positions were heavily impacted by COVID-19 trading patterns.

Corporation tax paid decreased to £23 million (2020/21: £94 rillion) reflecting
payments made in the prior year before the decision to forego business rates
relief which subsequently impacted taxable profits. Proceeds from disposals of
£46 million (2020/21: £27 million) resulted from disposals of non-trading sites.

Retail free cash flow decreased by £281 million year-on-year to £503 million
(2020/21: £784 million), driven by the working capital reduction in the prior
year with some of this reversing in the current year. Retail free cash flow was
used to fund dividends and reduce borrowings.

Dividends of £238 million were paid in the year, which were covered 2.1 times
by free cash flow {2020/21: 33 tirmes).

The Group held undrawn committed credit facilities of £1,394 miltion and
undrawn uncommitted facilities of £245 million as at 5 March 2022.

Capital expenditure

Core retail cash capital expenditure was £645 million (2020/21: £568 million).
This was lower than expected due to a number of projects being delayed due
to COVID-19.

Sainsbury's expects core retail cash capital expenditure (excluding Financial
Services) to be around £700-£750 million per annum over the next three
years, reflecting investment in high-returning supply chain, logistics and
infrastructure projects including the Argos transformation.

Financial Ratios

52 woeks to 52 weeks to
Key financlal ratios 5 March 2022 6March 2021*
Return on capital employed (%)’ 84 56
Net debt to EBITDA? 31 times 34 times
Fixed charge cover* 2.8 times 22 times

1 The prior year results have been restated tc reflect the remaval of business rates frem onerous property
contract provisions. Refer to note 2 of the accounts for further mformation.

2 ROCE. Returnis defined as a 52 week rolling underlying profit before interest and tax. Capital employed
1s defined as group net assets excluding the penston deficit/surplus less net debt (exctuding perpetual
securities) Thisis calculated using the average of 14 datapoints — the prior year closing capital
employed, the current year closing capital employed and 12 intra- year periods as this more closely
aligns to the recogmition of profit /loss

3 Net debt of €6.759 million includes lease obligations under IFRS 16 and perpetual securities treated as
debt, dwided by Group underlying EBITDA of £2,206 million.

4 Group underlying EBITDA divided by rent (both capital and interest) and net underlying finance costs,
where interest on perpetual secunties is treated as an underlying finance cast.

All three metrics saw significant improvermnents due to the recovery of profit
and EBITDA following a prior year heavily impacted by COVID-19. Our net

debt to EBITDA metric showed a smaller improvernent as net debt increased,

with the increase in lease liabilities more than offsetting significant non
lease net debt reduction.

Property value

As at 5 March 2022, Sainsbury's estimated market value of properties, with
values based on a 25 year lease with RPI increases, including our share of

properties held within property joint ventures or investrment vehicles, was
£10.9 billion (6 March 2021: £10.1 billion), with the increase primarily driven

by a reduction in property yields.

Defined henefit pensions

The Pension Scheme is valued aon different bases for different purposes.

For the corporate annual accounts, the value of the retirement benefit is
calculated under IAS16 while the funding of the Scheme is determined

by the Trustee's triennial vaiuation. The last triennial valuation, as at

30 Septernber 2018, showed a deficit of £538 million. The Trustee is currently
carrging cut the latest triennial valuation as at 30 September 2021.

JSainsburyplc/ ..

At 5 March 2022, the net defined benefit surplus under [AS19 for the Group
was £2,283 million (excluding deferred tax). The £1,539 million increase from
6 March 2021 was driven by both changes in financial assumptions which
resulted in a net gain, an adjustment to mortality assumptions and updated
experience which lowered liabitities, in addition to gains on plan assets.

During the year, the Sainsbury’s section of the Scheme reached full funding
on the stronger, secondary funding target agreed as part of the 2018 triennial
valuation. This has resulted in one of the three streams of contributions
payable to the Scheme under the Asset Backed Centributions funding
framework switching off and another stream switching to the Argos section,
until that section is also fully funded. Total contributions to the Scheme will
therefore reduce by £15 million a year.

For 2022/23, total pension scheme cash contributions are expected to be
£62 million.

Sainsbury’s Argos Group Group
asat asat asat asat
5 March S March S March §March
Retirement benefit 2022 2022 2022 2021
obligations £m £m £m £m
Present value of funded (8,060) (1,313) (9,373) {10,218)
obligations
Fair value of plan assets 10,158 1,535 11,693 11,000
Pensicn surplus 2,098 222 2,320 782
Present value of unfunded (20) an (37) (38)
obligations
Retirernent benefit surplus 2,078 205 2,283 744
Deferred income tax liability (562) (78) {640) (192
Net retirement benefit 1,516 127 1,643 552
surplus
Kevin O'Bymne

Chief Finareigl Offrcor
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Principal Risks
and Uncertainties

Risk managerment is an inherent part of doing business; it balances
risk and reward, determined through a careful assessment of bath
the potential outcomes and impact, as well as risk appetite.

Below and ¢n the following pages, we set out an overview of our risk
management framewoerk, the principal risks at year end, ongaing
ritigations and how these align to our strategy. The Operating
Board menitors these principal 1isks on an ongoing basis and flexes
mitigations where appropriate.

Our approach to risk management
Qur risk ranagement framework is designed to:

identify key risks that are aligned to our strategy but that could
prevent us from achieving our strategic objectives

assess the likelihood of these risks cccurring, in combination with
both the reputational and financial impact they may introduce

manage the risks through implementing appropriate mitigation
plans and controls, in line with our risk appetite

monitor and repert on our risks, associated mitigation plans
and changes to the internal/external environment to the relevant
governance fora

The fallowing diagram provides an overview of the key risk
management activities undertaken by leadership that support this
risk framework and allow the Board to fulfil its obligations under
the UK Corporate Governance Code 2018, Please refer to page 61 for
the role and remit of these governance bodies.

| Divisional leadership teams — Divisional risk maps reviewed

;. Bottorm-up risk identification a”‘? challenged o
! - — Divisional emerging risk map

reviewed
— Monitor nsk mitigation plans

P - — Divisi i nt to for
Governance fora Divisional risks relevant to fora

i Riskidentfication and area of scope rEVIewed
. monitoring — Governance forum risk maps

i reviewed
|

, Operating Board

. Bi-annual Corporate risk updates

I and deep dives

— Corporate nsk map updated and
actions monitored

— Risk deep dwes received

— Emerging risk map reviewed

© Audit Committee
+ Corporate nisk updates, deep dives
and approve nsk framework

— Corporate and emerging risk maps
reviewed

— Risk deep dves received

— Risk pohcy and framework approved

- w - — Internal audit reporting

— Annual internal controls certification
by management

— Principal Risk and Uncertainty
disclosures

plc Board
Review of risk process, corporate
risks and approval of risk disclosures  +

The plc Board has overall responsibility for risk management, the
system of internal contrel, and for reviewing the effectiveness of
these at least annually. As such, they have approved our principal
risks disclosure, as set cut on pages 40 to 50. Certain responsihilities
have been delegated to the Audit Committee, as outlined on page 73.

JSainsbury ple . - o

COVID-19

The COVID-19 pandemic demonstrated that active risk and issue
rmanagernent is an inherent part of doing business. Distuptions
to our business as a result of COVID-19 were actively managed
either through day-to-day ways of working or if needed, through
the Incident Response Team. Reflecting this, we do not have

a specific principal risk related to COVID-19, although its impact
on our principal risks continues to be assessed by the Board and
is set out where relavant, in individual risk disclosures.

Our risk management process

The Risk and Internal Audit team facilitate “bottorn up” risk
workshops with divisional leadership teams to identify the key risks
which may prevent the achievement of their objectives. A risk map
is maintained for each division, setting out key risks and their gross,
net and target positions. A consolidated view of relevant risks —

and the effectiveness of mitigating activities — are also discussed

at relevant governance fora, covering safety, data governance and
operational resilience.

The Operating Board maintains the overall corporate risk map,
which captures the key risks to achieving our strateqic objectives.

The Operating Board formally reviews the corporate risk map from
a “top down" perspective twice a year, to discuss and agree the
leve! of risk that the business is prepared to accept for each key risk.
They also review and challenge the output of the bottom up risk
process, considering new risks, movements in the pesition of risks
and key themes.

The target risk position for the corporate risks is also captured to
reflect management’s risk appetite, where this differs to the current
net position. This enables the Operating Board to agree and monitor
appropriate actions as required. A risk dashboard is maintained for
each corporate risk, setting out the risk, causes of the risk, key
mitigations and any acticns to reach the target risk position.

Operating Board members alsc confirm annually that the corporate
risk map accurately reflects their view of key risk across the
organisation, that they are responsible for managing risks relevant

to their division and that internal contrels exist to provide reasonable,
but not absolute, assurance that the risks in their areas of responsibility
are appropriately identified, evaluated and managed: this is also
reported to the Board.

The Risk and Internal Audit team provide the Audit Committee with
a risk management update at each meeting, which includes an
overview of changes to the corporate risk map and risk disclosures
agreed by the Operating Board for their review and comment.
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Risk and Internal Audit also provide independent assurance to
management and the Audit Committee over specific risk areas as
part of their annual audit plan; risk deep dives were alsc undertaken
with the Operating Board and/or Audit Committee for a selection

of principal risks, as set out over the following pages.

The Audit Committee Chair provides updates to the plc Board.

Emerging risks and opportunities

Emerging risks and opportunities are also formally reviewed

in the year as part of the bottomn up divisional risk management
process. This allows emerging risks to be considered and
discussed by each division and then collated ta perform

a business-wide assessment of how emerging risks and
opportunities may impact our business, considering their
potential timeframe and degree of certainty. The outcomes

are reported to the Operating Board and Audit Committee

and relevant actions are agreed.

Independent review of our risk management
framework

During the year, an independent review of our risk management
framework was carried out by a Big 4 firm; this review confirmed
that we are compliant with the Risk Management requirements of
the UK Corporate Governance Code. Actions to further enhance risk
management activities were agreed in line with management's
appetite. In particular, work centinues to define the risk appetite
for each corporate risk,

Changes to principal risk disclosures

As described above, the principal and emerging risks are discussed
and monitored throughout the year to identify and respond to
changes in the risk landscape.

The key change to the risks during the year relates to cur previous
“Environment and sustainability” principal risk. The risk has been
expanded and broadened in line with the launch of cur Plan for
Better strateqic priority (see page 13), which includes our previous
Net Zero commitments, but has been broadened te include our
responsibilities towards putting our planet and people at the core
of our business. There are two key changes.

Firstly, the principal risk now also considers our social objectives, for
example, to leave a measurable positive impact an the communities
we serve and source from and to make Sainsbury's an inclusive place
towork and shop.

Secondly, we consolidated all climate resilience risks — the impact

of changes to the environment on our business model — under this
principal risk, where previousiy climate resilience risks were assessed
within each of the relevant principal risks. This change also reflects
the related governance and oversight processes.

As aresult, we are reporting this as a new risk, have renamed it
“Environment and social sustainability” and given its increased
scope, have reset the associated gross, net and target risk positions.
Further information on our ongoing imptementation of the TCFD
recommendations can also be found on page 17.

The net pesition of all other corporate risks remain unchanged frem
last year.

JSainsbury ple " - .

Our Principal Risks

The most significant principal risks identified by the Board and the
associated mitigations are set out below. This year, we have orderedt
them to first show those that have been included in the risk modelling
undertaken as part of the preparation of the viability statement

{see page 51). This reflects that these have the potential to have

the largest impact on the business and is indicated with the
following symbal: (v}

The other principal risks are then set out in no oriority order.

We have also more clearly drawn out the link between each principal
risk and the group's key performance indicators (see page 30)

and continue to highlight the link with the strategy of the business,
as follows:

@ Food First

s
B
@
&

The net risk movement from the prior year for each principal risk and
uncertainty has been assessed and is presented as follows:
@ New
Tisk

@ No Increased net @ Reduced net
change risk exposure risk exposure

Mitigations in place, supporting the management of the risk to a net
risk position, are also described for each principal risk.

Brands that Deliver

Save to Invest
Connected to Customers

Plan for Better

Ukraine

We continue to monitor the situation in Ukraine and the
associated impacts this may cause across our principal risks,
with regard to our customners, our colleagues and our

supply chain.

&
-
@
1
n
=
®
b
=3

Hoday 3aUBULEA00

SIUSWISIRYS |21ouBULY



Strategic Report

J Sainsbury plc "~ -

Business continuity, operational resilience and major incident response {v)

Risk

Mitigations

A major incident or catastrophic event could affect the business
or its individual brands’ ability to trade. Sainsbury’s exposure to
operational resilience and major incident risks may be greater

because of operational complexities and some ageing systems.

COVID-19 continued to impact the business throughout the year.

For example, increased costs of global supply chains, the availability
of colleagues beoth within Sainsbury's and cur suppliers and differing
responses across the devolved nations. These disruptions are actively
managed either through day-to-day ways of working or if needed,
through the Incident Response Team.

Direct oversight: Group Operational Resilience Committee

Link to strategy: &3 543 "8 O €

Link to key performance indicators: N/A

Movemnent:

@

The Group Operational Resilience Committee (GORC) meets
quarterly, chaired by the CFO, with support fram the Company
Secretary and Chief Information Officer. The GORC sets the
operational resilience strategy for the business and monitors
progress against this

The Operational Resilience Committee, which includes
representatives from functions across Sainsbury's, including
the Bank, meets reqularly to implement the operational
resilience policy and strategy

- Business-wide resilience exercises are undertaken to imitate real
life business continuity scenarios and test our ability to respond
effectively. This includes testing our emergency call cascade.
Actions in response to lessons learnt are agreed

Key business processes are assessed for operational resilience
against a set of minimum standards and contingency measures
regularly tested. Remate working solutions have reduced the risk
of loss of a key site

Crisis management
In the event of any unplanned or unforeseen events, the Incident
Response Team (IRT) is convened to manage the response and
any associated risk to the business

The IRT Chair reports to the Operating Board, which provides
strategic direction and decision making across financial,
operational and regulatory matters, considering all stakeholders

The IRT was convened at various times through the year including
to respond to the high demand for fuel, the impact of the Omicron
variant on business operations, Storm Eunice and to co-ordinate
contingency measures with supplier challenges
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Business strategy and change (v)

Risk

Mitigations

RISK DEEP DIVE

The strategy requires significant, concurrent change activities to be
delivered in the right sequence and at pace to drive business value,
Key risks associated with this indude an inability to prioritise
rasources to deliver competing change activities and/or not having
the right skills, capabilities and culture in place to deliver and embed
the required changes/within required timescales.

Direct oversight: Business Performance Review, Operating Board

Link to strategy: @ ggg (D @

Link to key performance indicators; All metrics, associated with
our abjective of delivering for customers and driving strenger
financial results

Movement: @

Our business strategy, as set out in this Strateqic Report,
is focussed on the following priorities:

— Food First

— Brands that Deliver

— Save to Invest

— Connected tc Customers
— Plan for Better

We have created the new role of Chief Transformation Officer to
drive end tc end transformation. This will mean we can bring
together all of the key elements of transformation across the
business and ensure that we deliver on our Save to Invest priority,
making the business simpler and mere efficient, while reducing
costs to support our plans to Win in Food and create Brands

that Deliver

The Operating Board has regular sessions to discuss strategy,
supported by a dedicated Strategy tearn. The Operating Beard
engages with a wide range of stakeholders — including shareholders,
colleagues, customers and suppliers — to ensure our strategy
remains relevant. Reflecting this, one of our strateqgic priorities,
Net Zero 2040, was broadened this year to set out our sustainability
goals across three critical areas. See page 13 for mare detail on
Plan for Better.

To ensure focus is maintained on delivering the strategic priorities
of the business, new transfermational change projects are
approved by the Business Performance Review (BPR) forum,

once they have been through robust challenge on expected costs
and benefits, proposed timeframes for achieving the benefits
and risks associated with their delivery. The BPR also monitors
and reviews the “in year” implementation of the plans te meet
budget targets

This year, to further develop the culture required to deliver

our strateqy, we faunched cur Valued Behaviours — Own It,
Make [t Better and Be Human. These Valued Behaviours were
communicated widely across our business and they have been
embedded in all our development materials, performance
management and recruitment processes
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Customer (v)

Mitigations

Qur business includes Sainsbury’s, Argos, Habitat, Tu clothing, Nectar
and Sainsbury’s Bank. The business, across all brands, must continue
to evolve to meet customer needs and maintain customer loyalty.

A failure to align with, and respend to changes in custormer sentiment,
behaviours, expectations and circumstances, exacerbated by changes
in custorner behaviours as the COVID-19 pandemic continues to evolve,
will impact our ability to retain existing and attract new customers,

Direct oversight: Operating Board and Sainsbury’s Bank Management
Board; Customer, Commercial and Channels Forum

Link to strategy: @ g@g oy,

Link to key performance indicators: Custormer satisfaction

Movemnent:

@

The Custorner, Commercial and Channels Forum, chaired by the
Chief Marketing Officer, is responsible for ensuring the customer
is at the heart of our decision making

Customer trends, attitudes and behaviours are continually
manitored over time through their response to our propositions
and feedback, as well as reviewing future custormer and macro
trends on a quarterly basis, to help set our future direction

We continue to invest in digitising the Nectar Loyalty scheme
which provides us with a rich source of customer data and insight
that is reviewed and embedded right across our business

We continued to fowus on vdlue, quality, and convenience,
reflecting both what our existing customers want and what will
attract new customers

In terms of value and quality, we delivered the Sainsbury’s Quality,
Aldi Price Match campaign throughout the year, refreshing it
regularly to respond to customer feedback, launched 1,950 new
products and introduced Nectar Prices, providing personalised
pricing for custorners

In terms of convenience, we continue to monitor and flex our
ways of working to meet customer demand for how they want to
shop, particularly as the COVID-19 pandernic continues to evolve.
As well as our traditional channels, we have invested in our
contactless channels such as SmartShop, Click & Collect and
Groceries Online. In particular, SmartShop Mobile Pay has now
also been rolled out to nearly all convenience stores

We continue to innovate and trialled our first SmartShop Pick
& Go store during the year to gain customer feedback

Data security (v)

RISK DEEP DIVE

Risk

Mitigations

[t is essential that the security of customer, colleague and company
confidential data be maintained. A major breach of information
security could have a significant negative financial and reputational
impact on the business. The risk landscape is increasingly challenging
with deliberate acts of cybercrime on the rise, targeting ali markets
and heightening the risk exposure to broader business disruption as
well as to data breaches.

Direct oversight: Data Governance Committee

Link to strategy: (@)

Link to key performance indicators: N/A

Movernent:

@

-— A Data Governance Committee (DGC) is in place to oversee the
management of celleague, customer and commercial data,
information security and associated awareness and training.
Metrics to measure alignment to risk appetite are discussed in
each meeting of the DGC

The Data Governance and Information Security function, with

the support of colleagues in the Technology division, continue to
develop information security strategies and to build the necessary
capability to respond to the increasing number and sophistication
of attacks, alongside focusing on improving how we handle data
and protect systems across the organisation

A suite of information security policies are in place, which focus
on encryption, network security, access controls, systerm security,
data protection and inforrmation handling

All calleagues are required to complete mandatory training on
how to keep our informaticn safe. This is supplemented by regular
colleague awareness campaigns, focusing on specific aspects of
data and information security, for example e-mail phishing exercises,
with results reported to the DGC

- Reviews of key third parties who hold sensitive customer or
colleague data continue to take place and progress is monitored
by the DGC

A risk based security testing approach acress [T infrastructure
and systems is in place to identify and address vulnerabilities and
allow us to adapt and improve our defences
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Financial and treasury (v) RISK DEEP DIVE g
Risk Mitigations ot

]
The main financial risk relates to availability of short and long-term Treasury policies, approved by the plc Board, are in place to 3
funding to meet business needs and fluctuations in interest, commodity address liquidity, refinancing, financial markets and counterparty -
and foreign currency rates. credit risks. In addition, the business funding strateqy is approved

annually by the plc Board

- The Treasury function is responsible for managing liquid
Link to strategy: g‘@ %5 % O£ resources, funding requirements, commaodity, interest rate and

currency exposures as set out in line with the Treasury policy
Link fo key performance indicators: Retail free cashflow: £500m+ and overseen by the Treasury Committee

pa average

Direct oversight: The Board of ] Sainsbury plc

— The Audit Committee reviews and approves the viability and
Movement: @ going concern statements on an annuat and half-yearly basis
respectively

The Treasury function has clear operating procedures and
adherence to these is regularly reviewed and audited

Along-term funding plan is developed as part of the annual
corporate plan process, which includes an assessment of short
and long-term core funding requirements and contingent funding
requirements

A short-term funding plan is formalised as part of the annual
budget process, which includes an assessment of the core and
contingent funding requirements for the following year and
the market conditions for each of the debt markets accessible
to the business
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There is a long-term funding framework in place for the pension
deficit and there is ongoing cormmunication and engagement
with the Pension Trustees

Detailed cashflow forecasts are produced by the Finance and
Treasury functions. Finance commercial reviews are also held
each pericd, chaired by the CFO, with relevant actions and
mitigations agreed

Financial and Treasury risks in respect of Sainsbury's Bank are
detailed separately
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Health and safety (v}

Risk

RISK DEEP BIVE

Mitigations

Prevention of injury or loss of life for both colleagues and customers
is of utmost importance and is paramount to mainrtaining the
confidence our custerners have in our business.

In the last year, the impact of COVID-18 has continued to affect the
health and safety of our customers and colleagues. This was and
continues to be actively managed, glthough many of our mitigations
are now part of day-to-day ways of working.

Direct oversight: Group Safety Committee

Link to strategy: ()

Link to key performance indicators: N/A

Movement; @

The Group Safety Committee (GSC) met four times during the
year, receiving detailed reports on a wide range of topics including
COVID management and control, growth of anline operations,
building fabric review and safety training. The GSC were also
supported by additional working groups to manage the ever-
changing risks associated with COVID-19

In particular, the Custormer Journey Team ensured COVID-19
mitigations througheout Sainsbury’s were proportionate and
aligned with legislation

- The Operating Board receives quarterly reports on safety, including
an annual deep dive facilitated by the Head of Greup Safety, who
also provided an annual safety update to the plc Board

Clear policies and procedures are in place detailing the controls
required to manage health and safety across the business, aligned
to Assured Primary Authority advice, to comply with all applicable
requlations. These caver the end-te-end operations, including the
auditing and vetting of construction contractors and the health
and safety processes in place in our depots, stores, offices and for
home working colleagues

Pracess compliance is supported through oversight from our
Primary Authority, internal training programmes and management
monitoring, all which align to both health and safety laws and

our internal policies. We invested in technolegy solutions to direct
and moniter process completion, with oversight provided by field
teams in both Safety and Internal Audit

The new Group Head of Health, Safety and Insurance was
appointed in June 2021 and completed a full review of the Safety
tearn and processes. As a result, new measures of success were
defined. Key areas include a renewed focus on reducing harm
and its associated costs by removing unnecessary complexity
and enhancing the use of data to prioritise the team’s work
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[T
Political and regulatory environment (v) 8
L : S ,a
Risk Mitigations =
1]
There is a trend of increasing regulation, together with enforcement We complete a bi-annual risk assessment to review key '§
action, across all areas of our business. This increases the risk of regulatory risks, which functions are impacted and at a high level,
non-compliance, adds additional cost as we respond to the how they are managed
regulations and drives complexity into our business processes. Accountability and responsibilities for key requlatory risks are

confirmed as part of this. Our key regulatory risks include
Competition Law, GDPR, GSCOP and Anti-Bribery and Corruption.
Link to strategy: @ 32 B €D A high-level of assessrment of the key elements of a compliance
framework for each of these key risks is completed and the

Link to key performance indicators: N/A results are shared with the Operating Board

Movement: @ Mandatory training is in place for the key regulatory areas,
including data governance, anti-bribery and corruption,
competition law and GSCOP

In terms of emerging regulatery risk, we liaise with external
parties and our internal stakeholders to monitor changes to
existing regulations that would impact the business, so that we
can respond appropriately. Areas of focus remain the same as
the previous year and include:

— the impact of complying with the post-Brexit requiatory
and enforcement regime, including what it means to be
trading under both UK and EU requlations in Ireland and the
implications of any changes te the NI Protocol

-— responding to proposed new rules associated with high fat,
sugar and salt products, plastic, packaging and food waste

— anticipating and responding to emerging areas of regulatory
focus on environment and climate change, and associated
reporting requirements

As a responsible business, we proactively engage with Government,
devolved administrations, regulators and industry bodies in the
areas in which we operate, on public policy issues impacting

our customers and colleagues. Our engagement is transparent,
and we allow our responses to government cansultations to be
made public

Direct oversight: Operating Board

11cday 3IUPLLIZADD)
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Product safety and sourcing (v)

Risk

Mitgations

Failure to manage safety and sourcing risks for both foed and
non-food products leads to injury or loss of life, breach of regulation
and/or reputational damage.

Direct oversight: Group Safety Committee

Link to strategy: g3 588 " O €9

Link to key performance Indicators: N/A

Movernent: @

Clear policies and pracedures are in place detailing the controls
required to manage product safety, product fraud and ethical
risks across the business and to comply with all applicable
regulations

These cover the end-to-end operations, including safety processes
in place in our depots and stores and the quality management
controls in place to ensure product safety and integrity

- During the year, Food Safety policies were refreshed and

simplified to ensure they were clear to colleagues and suppliers

In addition, established supplier audit and product testing
programrmes are in place Lo support rigorous monitoring of
supplier sites, product safety, traceability, integrity and ethical
issues, including modern slavery. Where on-site visits are not
altowed due to COVID-19 restrictions, remote audit and assurance
prograrmmes are in place

Product recall escalation procedures are in place to quickly resolve
issues for food and non-foed product incidents

Supplier terms, conditions and product specifications set clear
standards for product/raw material safety and quality with which
suppliers are expected to comply

The Group Safety Committee receive reqular reports on product
safety from the Director of Technical, Food, Head of Technical
& [thical, GM&C and from the Group Head of Health, Safety
and Insurance on operational food safety risks. In addition, the
Corporate Responsibility & Sustainability Committee discussed
matters related to product sourcing risk, including supply chain
transparency, medern slavery and human trafficking
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Sainsbury’s Bank {v)
Risk Mitigations

Sainsbury’s Bank is exposed to a number of risks, including those
related to operational, regulatory, credit, capital, funding, liquidity
and market risks.

The COVID-19 pandemic means uncertainty around the economic
outlook wilt continue, particularly with regard to how the path of
inflation, interest rates and levels of unemployment will evolve.
This is actively managed through our normal economic scenario
modelling analyses and corresponding playbooks.

Direct oversight: The Boards of J Sainsbury plc and Sainsbury’s
Bank plc

Link to strategy: g@g

Link to key performance indicators: N/A

Movement: @

The Bark is managed through defined governance structures that
include the Board of Sainsbury's Bank plc, its Risk Committes and
Audit Committee. The Board of Sainsbury’s Bank plc is comprised
of Executive Directors, independent Non-Executive Directors and
a ] Sainsbury plc Executive Director

The Bank has a defined risk appetite aligned to delivery of
strategic objectives and has implemented a risk management
framewaork that is overseen by its Risk Committee. This
Committee monitors the effectiveness of risk management
activities against strategic, operational, compliance and financial
Tisks, and is updated on, and discusses, emerning risk areas.

In particular, the Risk Committee reviews the results of stress
testing including the internal Liquidity and Capital Adequacy
Assessments

The actual management of risks is through an executive
governance structure, which manages the day-to-day operations
of the business. This includes the Sainsbury’s Bank Management
Board, an Executive Risk Committee and an Asset and Liability
Committee

Oversight by 1 Sainsbury ple is provided through:

— Membership of the Board of Sainsbury’s Bank plc —
one J Sainsbury plc Operating Board memober is on the
Board of Sainsbury’s Bank plc and provides updates to
the Board of J Sainshury plc on Bank matters

— Updates on key matters arising from meetings of the
Risk Committee and Audit Committee are reported to
the 1 Sainsbury pic Audit Committee

— There are a number of reserved matters that require
Sainsbury’s Bank ple to cbtain permission from 1 Sainsbury plc
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Trading environment and competitive landscape @

Risk

Mitigations

We operate in a highly competitive market during a time of
economic uncertainty, primarily driven by the COVID-19 pandernic.
Whilst the UK has now left the European Union, uncertainties
around the final trading relationship with Northern Ireland and

UK border checks create additional complexities for our business
and our suppliers.

with the outiook set to remain broadly the sarme for the immediate
future, we need to respond appropriately to external market
conditions while maintaining clear focus on delivering our strategic
objectives.

We also need to be mindful of the ongoing risk of supplier failure,

either through insolvency or through an inability to deliver products
due to glebal supply chain challenges.

Direct oversight: Customer, Commercial and Channels Forum;
Operating Board

Link to strategy: g@ 282 %8

Link to key performance indicators: Gracery market share
performance

Maovernent: @

We have a wide, differentiated portfolio of brands, including
Sainsbury’s, Argos, Habitat, Tu clothing, Nectar and Sainsbury's Bank,
which provides some inherent resilience to unforeseen changes

We continually monitor current market trends and price points
across competiters, and respend through actively managing price
positions, developing sales propositions and adjusting promaotional
and marketing activity

We put the customer at the heart of cur decision making to
ensure we retatn existing and attract new customers — see the
“Custarner” principal risk for further details

We are in reguilar conlacl with the government and cther extarnal
bodies to understand decision making in relation to Northern
Ireland so we, and our suppliers, can adapt our ways of working
as needed

In terms of supplier continuity specifically, we maintain regular,
open dialogue with key suppliers concerning their ability to trade
and ccllaborate with therm on solutions where appropriate. This
year, we subsumed the operations of one key supplier into our
business, to ensure continuity of supply

Reflecting the impact of COVID-19 on glebal supply chains, we
have continued to work collaboratively with all our suppliers this
year to maintain availability of products for the customer. Actions
taken include onboarding alternate suppliers, rationalising
products and providing logistics support
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(%]
Colleague engagement, retention and capability 3
Risk Mitigations )
;]
The business employs over 171,000 colleagues who are critical to the Employment policies and remuneration and benefits packages §
success of our business. Attracting talented colleagues, investing are regularly reviewed and are designed to be fair, consistent
in training and development and rewarding colleagues fairly are and competitive. Our base rate of pay for Sainsbury’s and Argos
all essential to the sustainability of our operations. An inability to store colleagues is £10 an hour nationally, ahead of the Living
attract, motivate and retain talent, specific skillsets and capability Wage, and £11.05 an hour in London, in line with the London
impacts our ability to deliver aur strategic objectives. The availability Living Wage. Qver the course of the year, we alsc made
of skills in specific areas is a key area of focus. exceptional payments for areas with specific skills shortages,
COVID-19 continues to affect our store, depot and office-based for exarmple drivers
colleagues. Many of our mitigations are now part of day-to-day ways We have processes in piace to nurture talent and provide fulfilling
of working. career opportunities. Formal processes are in place to discuss 5
The challenging trading environment requires a focus on efficient performanice and development, identify talent, actively manage it
operations, which may include change initiatives that atfect colleagues, succession planning and enable colleagues to progress into =t
impacting trust or engagement. management roles i
Direct oht- Operating Board - We have invested in leadership immersion sessions focused on %;
irect oversight: bperating Boar our new valued behaviours, as well as ongoing behavioural and ~
Link to strategy: @ 8@3 BQ @ leadership development, to build capability and support a positive
working culture
Link to key performance indicators: Colleague engagement we continue to take action to be an inclusive place to work.
Movernent: @ We've set st_retchlng gender, ethmcfallg diverse and Black ,
representaticn targets for 2024, which form part of our leaders
long-term incentives
We continue to listen closely to colleagues to inform and adapt -
our future plans and actions. Qur annual colleague survey was 3
updated this year to ensure we are measuring the things that A
matter most to our people and that support the culture we f‘;‘
seek to have %
In Septermber 2021, we went live with our new hybrid ways of 3
working, giving colleagues greater flexibility to come together 2

in our offices, stores and depots for collaboration, coaching or
community purposes and work remotely the rest of the time

- We design and run specific programmes to target hard to recruit
areas, presenting a wide range of oppoertunities for colleagues
from across our business, as welt as attracting new talent.

We have introduced a new HGV driver apprenticeship as well
as an HGV driver academy

We have upweighted our recruitment teams, to support hiring
in difficult and competitive markets, and embraced new ways
of attracting talent
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Environment and social sustainability

Risk

RISK DEEP DIVE

Mitigations

Understanding and mitigating the impact of the climate on our
business aperations, reducing our environmental impact as well
as using our size and scale as a business to have a positive impact
on society and cur communities is a core part of our strategy.

During the year, the Plan for Better strategic priority was launched,
putting our responsibilities towards our planet and people at the core
of our business.

Reflecting this, this risk was broadened from focussing on our

Net Zero commitments, to include consideration of environmental
and social sustainability risks and the impact of climate change on
our business operations; the latter was previously considered within
each relevant Principal Risk. As & result, the gross, net and target
positions of this risk were reset.

Direct oversight: CR&S Committee, Plan for Better Steering
Committee

Lirtk to strategy: @

Link to key performance indicators: Plan for Better commitment

Movernent:

®

The Corporate Responsibility & Sustainability (CR&S) Committee
provides oversight of the Plan for Better strategy. The CR&S
Committee, Plan for Better Steering Committee and Audit
Committee review and approve cur external reporting and
provide oversight of programme risks

Our Plan for Better strateqy, explained on page 13 of this report,
was launched this year and sets out our environmental and social
sustainability goals across our whole business, outlining our
priority areas of focus, our key commitrents and our progress
against these. We have identified areas which matter maost to our
stakeholders, have the greatest impact on our business and which
are aligned to the UN Sustainable Developrment Goals, so that we
can make the biggest difference

Our Plan for Better strategy has three interlocking pillars:
Better for you, Better for the planet and Better for everyone

-The Plan for Better Steering Committee (Steering Committee)
met six times during the year and provided regular updates
to the CR&S Committee and to the Operating Board as required.
This Steering Committee oversees delivery of the Plan for Better
programme, supported by three working groups responsible
for driving and executing the strategy

One of our key metrics to measure and report on Plan for Better
performance is our progress towards becorming Net Zero across
our own operations by 2035 and supply chain by 2050. We will
continue to monitor our pregress in achieving our targets, flexing
our approach as needed. We also publicly report on progress
towards achieving our Net Zeto targets, as well as our other targets
within Plan for Better twice a year, to ensure transparency

See page 17 for more information on our ongoing implementation
of the TCFD recermmendations




Strategic Report

Statement of Viability

1 How Sainsbury’s assesses its prospects

The Group’s business activities and strategy are central to assessing
its future prospects. These, together with factors likely to affect its
future development, performance and position are set out in the

Strategic Report on pages 1 te 53. The financial position of the Group,

its cash flows and liquidity are highlighted in the Financial Review
on pages 32 to 37,

The Group manages its financing by diversifying funding sources,

structuring core borrowings with long-term maturities and maintaining

sufficient levels of committed funding via the Revolving Credit
Facility. Maintaining a suitable tevel of undrawn additional funding
capacity minimises liquidity risk.

J Sainsburyplc ./ - :

2

The assessment period

The Directors have determined that the three years to March 2025

is an appropriate period over which to provide its viability statement.
This was considered the appropriate timeframe by the Directors
because:

This pericd is consistent to that used for the Group’s corporate
planning process as detailed above, and reflects the Directors’
best estimate of the future prospects of the business.

The Group does not earn revenue through long-term contracts.
Therefore, changes te the Group's Corporate Plan are predominantly
impacted by sales and cost assumptions. These are more difficult
to predict beyend a three-year time-horizon. Both have been
stress-tested as part of the viability assessment.

w
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3 Assessment of viability 9
The Group’s prospects are assessed primarily through its corporate To make the assessment of viahility the following has been performed: f
planning process. This includes an annual review which considers Scenarios have been modelled over and above those in the 5
profitability, the Group's cash flows, committed funding and corporate plan, based upon a number of the Group’s principal risks i
forecasted future funding requirements over three years, with a and uncertainties {as documented on pages 38 —50). The scenarios g
further two years of indicative movements. As part of the strategic were overiaid into the corporate plan to assess the potential =
planning process, the Directors make a number of assumptions impact on net debt of one or more of these crystallising over
about business performance and the availability and effectiveness the assessment period, and have been tested in isolation and
of mitigating actions available ta the Group. In particular, cashflow in combination with one ancther. The impact of the movernents
forecasting gives visibility of the Group’s headroom, comparing net in net debt on the Group’s funding headroom were then assessed.
debt to the level of committed facilities over the planning pericd. Where required, available mitigating actions to maintain funding

. . headroom were considered as part of the assessment. These

:;feThO;’é {ﬁc;';c? ;%g?i%g:t ":?tshségnnoerinc;fézggggag5%2;;;a:d includg reducing any non-es;ential capital expepditure and
This is reviewed by the Operating Board and uitimately by the PLC operating expendltgre on projects, bonuses and dl.vtdend payments. g
Board with involvernent throughout from both the CFO and CEO. Reverse stress-testing was performed_to determine the exten_t to 2
Part of the Board’s role is to consider the appropriateness of any which cash flows would need to deteriorate b_efo_re fully-utilising g
key assumnptions, taking into account the external environment, the Group's funding headrqom, and after taking into account any 8
business strategy and model. mitigating actions as detailed above. g

whilst each of the risks on pages 38 — 50 has a potential impact and %

Inits assessment of the Group’s praspects, the Board has taken
into account:

- The Group’s Food First strategy. This strategy is putting
food back at the heart of Sainsbury's and offering customers
great value and high quatity products. The strategy aims to
deliver profitable volume growth while reshaping our business.

Inflationary pressures. As we ernerge out of the COVID-15
panderic, the Group is now seeing high levels of inflation with
external forecasts indicating this could continue and limit
discretionary spend.

Climate change considerations. The Group's most recent
corporate planning and budgeting processes includes assumed
cashflows to address climate change risks, including costs
associated with initiatives in place as part of the Plan for Better
commitment which include reducing environmental impacts

have been considered as part of the assessment, only those that
represent severe but plausible scenarios were selected for modelling
through the corporate plan.

and meeting customer expectations in this area, notably through
reducing packaging and reducing energy usage across the estate.

The Group’s financial position. The Group has materially
reduced net debt and improved its net asset position over the past
year. Furthermore, the Revolving Credit Facility, which enables the
Group to maintain sufficient levels of contingent funding, has two
Facilities; & £300 million Facility (A) and a £1,094 million Facility

(B). Facility A has a final maturity of April 2025 and Facility B has

a final maturity of October 2024, As at 5 March 2022, the Revelving
Credit Facility was undrawn.
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All scenarios medelled and their link to the Group’s Principal Risks and Uncertainties are detailed below:

Scenario modelled

Scenario 1- Cost of Living scenario
Despite the Group's positive performance in the past 2 years in light of the COVID-19 pandemic, the Group is now
seeing high levels of inflation with external forecasts indicating this could continue and limit discretionary spend,

Link to Principal Risk

Failure to align with and respond
to changes in customer sentiment,

particularly impacting General Merchandise & Clothing (GM&C).
Assumptions

Sales — volume losses in Argos, Sainsbury's GM&C and Fuel sales in line with the 2008 recession phasing have

been applied to forecast sales

expectations and circumstances
exacerbated by uncertainties around
post COVID-19 custemer behaviour
Inability to recover fromn catastrophic
incidents and respond effectively to
major incidents

Scenario 2 — Food inflation impacts on margin

whilst Food inflation is unlikely to lead to lower sales given large elements are an essential purchase, it may cause
increased competitive pressure and so lower margins generated on those sales.

Assumptions:

Trading environment and
competitive landscape

Margin — this scenario models the competing away of margins in grocery sales to attract custorners during

this inflationary period

Scenario 3 - Data and legal breaches

The impact of any regulatory fines has been considered. The largest considered are the General Data Pratection
Regulation ("GDPR") fine for data breaches, and fines levied by the Groceries Supply Code of Practice (“GSCOP").

Assumptions:
Costs —amount paid for regulatory fines

Data security

Health and safety, people and
product

Political and requilatory environment

Scenaric 4 — Sainsbury’s Bank capital and liquidity requirements

We have considered the strength of the Bank’s capital and liquidity positions to withstand extreme-but

Samsbury's Bank

plausible stress scenarios such as a pandernic, or political instability leading to high unemployment and

very low interest rates.
Assumnptions:

Sales — reflecting another severe COVID-18 stress as per the Annual Concurrent Stress testing release by

the Bank of England

Scenario 5 —Failure to deliver sustainable cost savings

Delays in delivering the Save to Invest programime, which would have an impact of circa. £150 million in each year

of the assessrment period, were considered.
Assumptions:

Business strategy & change

Costs — additional costs of ¢. £150m per annum as result of failure to deliver cost savings

Reverse stress test

In addition to modelling regulatory fines and price investments as above, the level of forecast sales decline
required before the Group fully utilises its available funding and mitigations was considered. The required

reduction was considered extreme and implausible.

In performing the above analysis, the Directors have made certain
assumptions around the availability and effectiveness of the
mitigating actions available to the Group.

The scenarios above are hypothetical and severe for the purpose

of creating outcomes that have the abitity to threaten the viability of
the Group; however, multiple control meastres are in place to prevent
and mitigate any such occurrences from taking place.

Inyear one, the rodelling has shown that the business is able to
withstand a combination of all of the scenarios and still maintain
funding headroom. For years two and three, none of the scenarios
modelled individuatly fully utilised the funding headroom. However,
all of the scenarios modelled together would fully utilise the funding
headroom at three individual and isolated periods. Management does,
however, have controllable mitigating actions available as detailed
ahove with which to respond that ensure the Group remains viable.

Taking into acceunt the Group's current prespects and principal risks
and uncertainties, the Directors confirm that they have a reasonable
expectation that the Group will be able to continue in operation and

meet its liabilities as they fall due over the three years to March 2025.

Cansideration was also given to the conflict in Ukraine which has
continued tc develop subsequent to the Group's balance sheet date.
Inflaticnary pressures which may be caused by the conflict have
already been embedded in Scenarios 1 and 2 documented above.
Thus it was concluded that the impact of the conflict in Ukraine does
not impact the conclusions reached over going concern and viability.

4 Going concern

As a consequence of the work performed to support the viability
staternent above, the Directors also considered it appropriate to
adopt the going concern basis in preparing the financial staternents
which are shown on pages 95 t0 199,
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Non-financial

J Sainsbury ple 2 0

information statement

The following aligns to the non-financial reporting requirements
contained in sections 414CA and 414CB of the Cormpanies Act 2006
and reflects our commitment to and management of the environment,
colleagues, social matters, human rights and anti-bribery and
anti-corruption.

Environment

The food we eat and how that food is produced, sourced, packaged,
and disposed of has major consequences on the environment.

We want to help everyone eat better and, through our sustainability
agenda, we are helping to drive lasting, positive change in the UK
and internationally. We are committed to playing a leading rcle in
offering affordable food that supports healthy and sustainable diets
and helps customers reduce their impact on the planet, one plate at
a time. This year we launched Plan for Better, our new sustainahility
plan covering our envirenmental and social commitrments, which is
integrated into our business strategy. Our Plan for Better sets out our
sustainability goals across the whole business, priority areas of focus,
key commitments and our progress. We have identified areas which
matter most to our stakeholders and are aligned to the UN Sustainable
Development Goals, so that we can make the biggest difference.

We announced the acceleration of our carbon emissions target to
become Net Zero in our own operations by 2035, five years earlier
than our original ambition. You can read more on our Net Zero plan
on page 16. We also announced our commitment, alongside other
retailers, to work with the WWF to halve the environmental impact
of UK supermarket haskets by 2030.

This year we were the Principal Supermarket Partner of COP26,

the UN Climate Change Conference, which took place in Glasgow

in Novemnber 2021. You can read more about our Plan for Better,
which includes our participation at COP26, on pages 13 to 17, in our
Non-financial KPIs on page 30, in our Principal risks and uncertainties
on page 50 and in our CR&S Committee Report on pages 71to 72.

Our policies support our approach to the environment and help our
suppliers meet our sustainability goals. They include our Sustainable
Sourcing Policy Goods for Resale, which helps support suppliers to
effectively carry out their ethical trading responsibilities and meet
Sainsbury's ethical comrmitments. Tt also outlines how suppliers
should implerment our Code of Conduct for Ethical Trade, including
protection of the environment. The policy can be found on our
website https://www.about.sainsburys.co.uk/sustainability.

Colleagues

We want to be a place where people love to work and shop. This
rmeans being an inclusive employer where colleagues are treated
fairly and with respect, where they are encouraged to develop their
skills and fulfil their potential. Rewarding our colleagues has been

a real focus for the business over the last two years. Read more

on our colleagues in our Plan for Better section on pages 13 to 14,
Engaging with our stakeholders and our Section 172 statement on
page 25, our Non-financial KPIs cn page 30, and in the Board diversity
policy in our Nomination Committee Report on page 69.

Social matters

We have a long history of building partnesships and delivering great
impact in our communities, locally and internationally. We are
committed to supporting social cohesion, economic prosperity and
inclusive growth and we aim to positively impact those in need through
fundraising, volunteering, donations and by raising awareness.

Read more about our communities in our Plan for Better section on
pages 13 to 17, and the CR&S Committee Report on pages 71to 72.

Human rights

Qur customers want to be confident that the people who make,
grow or sell our products are not being expleited or exposed to
infringements on their hurman rights. Although the primary duty
to protect human rights sits with national governments, we fully
recognise our responsibility as a company; to respect human rights
throughout all our operatians. Our commitment covers all aspects
of our business, our colleagues, customners and suppliers and is
supported by our Human Rights Policy. We do not tolerate any
form of human rights abuse within our business or supply chains.

Through our due diligence processes, we seek to identify, prevent and
mitigate adverse human rights risks that are linked to our operations,
products or services and deal with any adverse impacts caused.

Yeu can read more about human rights in our Plan for Better section
on pages 13 to 17. Our Modern Slavery Statement can be found at
www.about.sainsburys.co.uk.

Anti-corruption and anti-bribery

Our values form the framework which quides the behaviours of all
colleagues across the business. We expect all our colleagues and
contractors to act with hanesty and integrity and never to engage in
any activity which could be considered as accepting a bribe or giving
a bribe. Our Anti-Bribery and Corruption Policy provides guidance
and expectations on our colleagues’ Tesponsibilities and behaviour,
and our expectations to prevent bribery and fraud. We have a
Disciplinary and Appeals Policy to help encourage everyone to
achieve and maintain our rules and standard of conduct, attendance,
capability and performance. Our Whistleblowing Policy covers how
to report wrongdeing when honesty and integrity are compromised.
More information on whistleblowing can be found on page 75.

Other information
Other information to support this staternent can be found as follows:

Description of our business model on page 7

Task Force on Climate-related Financial Disclosures (TCFD)
on pages 1716 23

Non-financial KPIs on page 30

Principal risks and uncertainties on pages 38 to 50
-— Staterment of Viability on page 51

Audit Committee Report on pages 73 to 77

All of our public policies, reports, codes and standards are
available at www.about.sainsburys.co.uk

The Strategic Report was approved by the Board of Directors and
signed on its behalf by:

Kevin O’Byrne

rzjé"""' &Fé7% 27 Aprl 2022
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J Sainsbury plc
Board of Directors

~ IMAGE REMOVED

Martin Scicluna

Chairman

<

Appointment to the Board: 1 November 2018.
Martin joined the Board as Chairman Designate
and Non-Executive Director on 1 Novermber 2018.
He was appointed Chairman of the Board on

10 March 2019.

Skills and experience: Martin brings a wealth
of experience from over 25 years' service as an
executive and non-executive beard director at

a wide range of companies.

Career experience: Previous roles include
Chairman of RSA Insurance Group ple, Chairman
of Great Portland Estates plc, Senior Independent
Director and Chair of the Audit Committee of
waoridpay Inc., and Non-Executive Director and
Chair of the Audit Cormmittee of Lloyds Banking
Group plc. He was a partner at Deloitte LLP for

26 years, serving as Chairman from 1995 to 2007,
where his clients included Dixons, WH Smith,
Alliance Unichern and Cadbury.

External appointments: None.

Specific contributions to the Company:
Martin has extensive experience as a Chair.

He brings valuable knowledge and skills in
developing strategy and evaluating business
opportunities, along with understanding of the
financial services sector and how it operates.
Martin alse led a robust selection process,
culminating in the appointment of Simon Roberts
as Sainsbury'’s Chief Executive Officer.

Independent: Upon appointment.

Key to Committee members
A Audit Committee

C Corporate Responsibility and
Sustainability Committee

N Nomination Committee
Remuneration Committee

R
@ @ ® ® Denotes Chair of Committee

Retirements in 2021/22
David Keens retired from the Board on 9 July 2021,

_IMAGE REMOVED

Simon Roberts
Chief Executive Officer
C

Appointment to the Board: 1june 2020.
Simon was appointed as Chief Executive Officer
on 1]June 2020, having joined Sainsbury's and
the Operating Board in July 2017 as Retail &
Operations Director, with respansibility for Stores,
Central Operations and Logistics.

Skills and experience: Simon brings a wide
range of experience and leadership skills to the
Board from previous executive and non-executive
roles. He has over 30 years’ expertience leading
major UK retail brands, having spent 15 years at
Marks and Spencer and 13 years at Boots.

Career experience: Prior to joining Sainsbury’s,
Simon was Executive Vice President of Walgreens
Boots Alliance and President of Boots UK and
Ireland. During his tenure, Simon led Boots to
achieve growth in sales and transactions, increased
retail gross margin and doubled sales online.
Before Boots, Simon was at Marks and Spencer
Group plc. wherte he started his career in stores.

External appointments: Non-Executive
Chairman of the Institute of Custormer Service.

Specific contributions to the Company:
Simaon is leading Sainsbury’s new plan to put feod
back at the heart of the business and making
good progress. One year into the plan we offer
improved value, have achieved our target to
triple the number of new products on cur shelves
and our colleagues are delivering great service

in our stores and online. In recognition of their
extraordinary efforts, in January this year we
announced an investment of over £100 million

in colleague pay and all Sainsbury’s and Argos
store colleagues are paid at least £10 per hour.

Our plan is underpinned by our portfolio of
Brands that Deliver — Argos, Habitat, Tu, Nectar
and Sainsbury's Bank and our Save to Invest
prionty. Under Simon’s stewardship, Sainsbury’s
has also launched our sustainability Plan for
Better, which is integrated into our strategy and
includes a bold commitment to becorme Net Zero
across our own operations by 2035. Simon is a
dedicated, determined and enthusiastic champion
of customers and colleagues. He is the Operating
Board Sponsor of diversity and inclusion within
Sainsbury's.

Independent: No.

IMAGE REMOVED

Kevin O’Byme
Chief Financial Officer

Appointment to the Board: 9 January 2017,

Skills and experience: Kevin brings a wealth
of international retail and finance experience

to the Board from his previous Chief Executive
and Chief Financial Officer roles. His skills and
experience in leading finance and driving
performance improvement provide the business
with valuable expertise in pursuing its strategy.

Career experience: Kevin was previously

Chief Executive Officer of Poundland Group PLC
until December 2016 and held executive roles

at Kingfisher plc from 2008 to 2015, including
Divisional Director UK, China and Turkey,

Chief Executive Officer of B&Q UK & Ireland

and Group Finance Director, Prior to this, he was
Group Finance Director of Dixons Retail plc and
European Finance Director of Quaker Oats. He was
a Non-Executive Director of Land Securities Group
PLC from 2008 to September 2017, where he was
Chairman of the Audit Committee and Senior
Independent Director.

External appointments: Non-Executive
Director and Chairman of the Audit Committee
of Centrica plc. Kevin will be appointed as Senior
Independent Director of Centrica plc with effect
from 1 June 2022.

Specific contributions to the Company:
Kevin is a skilled Chief Financial Officer, with
extensive internaticnal retail and finance
axperience gained during previous and current
executive and non-executive positions. He has
applied this knowledge to the Finance, Internal
Audit, Investor Relations, Property, Procurement
and Strategy functions at Sainsbury's, driving
the performance of the business. Kevin is the
Operating Board Sponsor for the LGBT+ inclusion
stream within Sainsbury’s.

Independent: No.
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Brian Cassin
Non-Executive Director
AN

Appointment to the Board: 1 April 2015.

Skills and experience: Brian brings relevant
experience of running a FTSE 100 group with
knowledge of big data and analytics, both areas
of key importance to Sainsbury’s. As Chief
Executive Officer of Experian plc, Brian brings
strong leadership experience and a substantial
background in cperating within a requlated
enwironment.

Career experience: Brian joined Experian plc as
Chief Financial Officer in April 2012, a post he heid
until his appointment as Chief Executive Officer
in July 2014. Prior to this, Brian spent his career

in investment banking at Greenhill & Co, where
he was Managing Director and Partner. Brian

has also held various roles at Baring Brothers
International and at the London Stock Exchange.

External appointments: Chief Executive
Officer of Experian plc.

Specific contributions to the Company:
Brian's experience as a current chief executive
and his work in the financial and technology
sectors provide valuable industry insight.

Independent: Yes.

Key to Committee members
A Audit Committee

€ Corporate Responsibility and
Sustainability Committee

N Nomination Committee
Remuneration Ccmmittee

R
@ © @ ® Denotes Chair of Committee
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Jo Harlow

Non-Executive Director

©NR

Appointment to the Board: 11 September 2017

Skills and experience: Jo brings a wealth of
experience in consumer-facing businesses and
the telecorns and technology industries, both in
the UK and internationally.

Career experience: Jo was Corporate Vice
President of the Phones Business Unit at
Microsoft Corperation and before that was
Executive Vice President of Smart Devices at
Nokia Corporation, following a number of senior
management 1oles at Nokia from 2003. Prior to
that, she held marketing, sates and management
roles at Reebok International Limited from 1992
o 2003 and at Procter & Gamble Company from
1984 to 1992.

External appointments: Non-Executive
Director and Chair of the Remuneration
Cornrnittee of InterContinental Hotels Group plc.
Non-Executive Director and Chair of the
Remuneration Committee of Halma plc and
Director of Chapter Zero.

Specific contributions to the Company:

Jo has broad experience from executive and
non-executive roles and as Chair of the Corporate
Responsibility and Sustainability Committee, she
has helped the busirness deliver and evclve its
sustainability strategy. She also brings current
external Remuneration Committee experience.

Independent: Yes

_ IMAGE REMOVED _

Adrian Hennah
Non-Executive Director

N

Appointment to the Board: 1 April 2021

Skills and experience: Adrian has significant
financiat and strategic expertise leading the
performance and strategy of many large
companies.

Career experience: Adrian started his career
working in audit and consultancy with PwC and
Stadtsparkasse Koln, the Gerrnan regional bank.
Adrian spent 18 years in Chief Financial Officer
roles at three FTSE 100 companies, He was Chief
Financial Officer at Reckitt Benckiser (RB} for
seven years and held the same position at Smith
& Nephew and Invensys. Prior to this he spent
18 years at GlaxoSmithKline working in both
finance and operations. He was also previously
Non-Executive Director and Chair of the Audit
Committee at RELX.

External appointments: Non-Executive
Director of Oxford Nanopore Technologies plc,
a Non-Executive Director of Unilever ple,

an external member (NED) of the Finance
Committee (Board} of Oxford University Press
and a Trustee of Our Future Health.

Specific contributions to the Company:
Adrian brings extensive financial and leadership
experience to Sainsbury's gained from Chief
Financial Officer positions held in sorne of the
UK'’s largest companies, nctably at RB, which
produces leading hygiene, health and nutritional
brands.

Independent: Yes.
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Board of Directors continued

Key to Committee members

A
C

N

R
®)

Audit Committee

Corporate Responsibitity and
Sustainability Committee

Nomination Ccrmmittee
Remuneraticn Committee

@ @ ® Denotes Chair of Committee

~ IMAGE REMOVED

Tanuj Kapilashrami
Non-Executive Director
NR

Appointment to the Board: 1 July 2020.

Skills and experience: Taruj is a highly
experienced HR professicnal with significant
experience in talent and change managerment
both in the UK and internationally.

Career experience: Tanuj joined Standard
Chartered Bank in 2017 and is currently the Group
Head of HR Prior to this, she spent 17 yearsin
key global and regional HR leadership roles
within HSBC.

External appointments: Group Head of HR
at Standard Chartered Bank, Trustee of Asia
House and a Director of Financial Services Skills
Commussion Limited.

Specific contributions to the Company:
Tanuj is a valuable rmember of the Board as the
business continues tc adapt and support its
colleagues in arapidly changing marketplace.

Independent: Yes.

IMAGE REMOVED

Dame Susan Rice

Non-Executive Director

N®)

Appointment to the Board: 1 June 2013.
Susan has been the Senior Independent Director
since 6 July 2016. Susan will step down from the
Board after the AGM on 7 July 2022.

Skills and experience: Susan has extensive
experience as a non-executive directer, as well
as in retail banking, financial services, leadership
and sustainability.

Career experience: Susan has been a member
of the Scottish Furst Minister's Council of Econemic
Adviscrs, a Managing Director of Lloyds Banking
Greup Scotland and Chief Executive, then
Chairman, of Lloyds TSB Scotland plc. She has
also held a range of non-executive directorships,
including at the Bank of England and SSE plc.

External appointments: Chair of Scottish
Water and Scottish Water Business Stream
Limited, Chair of the Financial Services Culture
Board, Chair of the Scottish Fiscal Commission
and Senior Independent Director of The North
American Incorne Trust plc.

Specific contributions to the Company:
susan provides insight to the Board from her
extensive experience gained as chair, senior
independent director and non-executive

director of various businesses. As Chair of the
Remuneration Committee, she has played a key
role in revising the current Remuneration Policy
and strategy. Her expertise in financial services is
invaluable to the Board as part of its oversight of
Sainsbury’s Bank and Argos Financial Services.

Independent: Yes.
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Keith Weed CBE
Non-Executive Director
ACN

Appointment to the Board: 1 July 2020.

Skills and experience: Keith is an exceptionally
capable marketing and digital leader. He has
champtored new ways of integrating sustainabllity
into business and building brands with purpose.

Career experience: Keith has a strong business
background, having spent 36 years at Unilever,
most recently as Chief Marketing and
Communications Officer, which included leading
the company’s ground-breaking sustainability
programme globally Whilst at Unilever, Keith led
different parts of the business, during which time
he worked closely with Sainsbury's and other
Tetailers He has strong international experience
and knowledge, having run international
businesses both in the UK and overseas.

External appointments: Non-Executive
Director of WPP PLC, Trustee Director of Business
in the Community, Trustee Director of Leverhulme
Trust and President of the Royal Horticuitural
Society. He is also a trustee of Grange Park Opera.
Keith was awarded a CBE for services to the
advertising and marketing industry in the 2021
New Year Honours List.

Specific contributions to the Company:
Keith plays an important rele in Sainsbury's
strategic focus on putting food back at the heart
of the business and delivering the Plan for Better.
He has an excellent understanding of both
sustainability and digital, and the ways that
technology is transforming businesses.

Independent: Yes.

Key to Committee members
A Audit Committee

€ Corporate Responsibility and
Sustainability Committee

N Nomination Cormmittee
Remuneration Commmittee

R
@ @ ® ® Denotes Chair of Committee
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Jo Bertram
Non-Executive Director
NC

Appointment to the Board: To be appointed
on 7 July 2022.

Skills and experience: 1o {5 a highly talented
strategic business leader with significant
experience leading transformation and change.

Career experience: Prior to becoming
Managing Director, Business & Wholesale,
virgin Media 02, Jo held senior Director and
Strategy roles at 02. Between 2013 and 2017
she held the position of Regional General
Manager, Northern Eurape at Uber. Jo has
previously worked at McKinsey and Accenture
and holds an MBA from INSEAD.

External appointments: Managing Director,
Business & Wholesale, at Virgin Media 02.

Specific contributions to the Companuy:
Jo has worked in growing hi-tech sectors which
will benefit our custermers as we explore new
ways to use digital solutions to make shopping
easy and conventent.

Independent: Yes.

Board changes

Subject to shareholder approval, Jo Bertram
will be appeointed as a Non-Executive
Director with effect from 7 July 2022.

After nine years’ service as a Non-

Executive Director, Dame Susan Rice
will step down from the Board at the
conclusion of the AGM on 7 July 2022.

Following Susan's retirement from the
Board, Brian Cassin will be appointed as
Senior Independent Director, Jo Harlow
will become Chair of the Rernuneration
Committee and Keith Weed will be

appointed as Chair of the CR&S Cornmiittee.
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IMAGE REMOVED

Simon Roberts
Chief Executive Officer

See page 54.

~ IMAGE REMOVED

Graham Biggart

Chief Transformation Officer
Date of appointment: March 2022.

Skills and experience: As Chief Transformation
Officer, Graham is responsible for our end-to-end
change programmes across Sainsbury's, Argos,
Habitat and Tu, to deliver our strategy and future
operating model; he is also accountable for our
Supply Chain, Logistics & Transport Operaticns,
and Central Business Services. Graham joined
Sainsbury's in 2015 and has led a number of
ditferent areas of the business in that time, across
commercial, operations and channels, including
Fresh Food & Foedservices, Sainsbury’s Local, and
Argos Republic of Ireland. Prior to Sainsbury’s,
Graham worked at McKinsey & Campany,
prirmarily on strategy and transformation topics,
and before that at Brunswick Group, focused on
media, investor and government communications.

Graham is a Non-Executive Director and member
of the Risk & Audit Cormmittee of G51 UK.

_ IMAGE REMOVED

Kevin O'Byrne
Chief Financial Officer
See page 54.

~ IMAGE REMOVED

Jim Brown
Chief Executive Officer, Sainsbury’s Bank

Date of appointment: June 2019.

Skills and experience: Jim joined Sainsbury's
Bank in June 2019. He has held several sermor
international financial services roles, most recently
at RBS in the UK as Chief Executive Officer of
Williams & Glyn. Pricr to that, Jim was Chief
Executive Officer of Ulster Bank in Nertbern Ireland
and the Republic of Ireland. Befere moving to
Ireland, Jim was based in Hong Kong and was
Chief Executive Officer of Retail and Commercial
Banking, Asia and the Middle East for RBS and

ABN AMRQO. He has also been a member of the RBS
Group Management Committee, ABN AMRO Top
Executive Group, ABN AMRO Global Consumer
Leadership Team and the RBS/Bank of China Joint
Steering Committee. Earlier in his career, he held
senior executive roles for Citibank in Asia, Australia
and New Zealand. Jim has also held beard positions
at Ulster Bank, Saudi Hollandi Bank, The Royal Bank
of Scotland (China) Co. Ltd and RBS {Pakistan) Ltd.
He is also a past President of the Institute of
Banking in Ireland. He is currently an advisor to
Circit Lirnited and a Certified Bank Director

~ IMAGE REMCVED __

Rhian Bartlett

Food Commercial Director
Date of appointment: November 2020.

Skills and experience: Rhian joined the
Operating Board in Novemnber 2020, having
returned to Sainsbury's in 2019 as Director of
Fresh Food. Rhian is responsible for delivering the
commercial performance of Sainsbury's food
business and brands. She has over 20 years’
experience in the retail industry and has held

a variety of senior commercial roles, including
Customer and Digital Director at Screwfix and
Director of UK Trading at eBay. Rhian's previous
roles at Sainsbury's include Business Unit
Director Non-Food Grocery and Head of Online
Merchandising. Rhian is a Non-Executive Director
at Speedy Hire Plc and is a Trustee of Groceryaid.

IMAGE REMOVED

Tim Fallowfield OBE
Company Secretary and Corporate
Services Director

Date of appointment: September 2004.

Skills and experience: Tim joined Sainsbury’s
in 2001 as Company Secretary, having previously
held the position of Company Secretary and
General Counsel at Exel plc, the global logistics
company, now part of DHL. Tim is a quatified
solicitor and began his career at the international
law firm, Clifford Chance He joined Sainsbury's
Qperating Board in September 2004 and in addition
to his role as Company Secretary and Corporate
Services Director, he is responsible for the
Corporate Services Division, comprising Legal
Services, Data Governance and Information
Security, Safety and Insurance, and Shareholder
Services. He also chairs the Group Safety
Commmittee and the Data Governance Comrmittee.

Tim is Chairman of the Disability Confident
Business Leaders Group, which works with
government in shaping the disability employment
agenda and in raising awareness of the benefits
of employing disabled people. He was awarded
an OBE for services to disability awareness inthe
2020 New Year Honours List.



Governance

~ IMAGE REMOVED

Mark Given
Chief Marketing Officer

Date of appointment: June 2020.

$kills and experience: Mark joined the
Operating Board in June 2020. He has significant
experience in customer insight, brand
communication and digital marketing. Mark
joined Sainsbury's in 2012, becoming Marketing
Directer in 2017. He was appointed Chief
Marketing Officer in August 2019 and has

responsibility for marketing across the Sainsbury’s,

Argos, 7u clothing and Habitat brands Mark has
also been responsible for the Nectar Loyalty
coalition and Nectar360 since the business was
acquired by Sainsbury’s in 2018. Prior to joining
Sainsbury's, Mark built his digital skills leading
the Pricrity programme at 02 where he was Head
of Sponsorship. Before this, Mark worked with
key brands at Heineken UK where he was Brand
Director. He began his career at Procter & Gamble
UK and worked across Eurcpe on a variety of
brands. Mark is currently a Council Mernber of the
Incorporated Society of British Advertisers (ISBA)
and a Fellow of the Marketing Society.

"IMAGE REMOVED

Paula Nickolds
General Merchandise & Clothing
Commercial Director

Date of appointment: June 2021

Skills and experience: Paula joined Sainsbury's
and the Operating Board in June 2021. She is
responsible for delivering performance across
general merchandise and clothing brands at
Sainsbury’s. Paula has 25 years' experience in
retail, gained at the John Lewis Partnership, which
she joined as a graduate trainee before holding

a vanety of senior roles in product, buying and
marketing. Most recently, she was Buying and
Brand Director and then Commercial Director,
before becoming Managing Director in 2017 Paula
is an Ambassador for the UK charity Smart Works
and Chair of the Advisory Board of Near Street.

] Sainsbury plc. . - ..
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Phil Jordan
Chief Information Officer

Date of appointment: January 2018.

Skilts and experience: Phil joined the Board

in January 2018 and has brought a fresh, global
perspective on technology to the Operating
Board, in addition to a wealth of experience in
rigital, data and business transformation. Prior lu
joining Sainsbury's, Phil had a long and successful
track record in telecommunications. Most
recently, he was Gicbal Chief Information Officer
at Telefénica, overseeing Digital Transformation
and Information Technelogy and prior to that,
was Chief Information Officer for Vodafone UK/
Ireland. Phil has worked as a Non-Executive
Director and Advisor on Technology in the
Telecommunications, Investment & Retail
Banking sectar. He is Chair-Elect at Digital 9
Infrastructure PLC.

_ IMAGE REMOVED.

Angie Risley
Group HR Director
Date of appointment: January 2013.

Skills and experience: Angie was appointed
Group HR Director and became a member of the
Operating Board with responsibility for hurnan
resources in January 2013. Before joining
Satnsbury’s, Angie was the Group HR Director for
Lloyds Banking Group and an Executive Director
of Whitbread PLC with responsibility for HR and
Corperate Social Responsibility. She was previously
a Non-Executive Director and Chair of the
Remuneration Committee of Serco plc. Angie is
currently a Non-Executive Director, member of the
Compliance & Culture Committee and Chair of the
Rermnuneration Committee at Smith & Nephew plc.

~ IMAGE REMOVED _

Clodagh Moriarty
Retail and Digital Director
Date of appointment: June 2018.

Skills and experience: Clodagh was appointed
Retail and Digital Director in June 2020, having
served as Chief Digital Officer since June 2018,
when she joined the Operating Board. Clodagh

is responsible for all stores and their operations,
as well as Sainsbury's digital offer and strategy,
ensuring customers experience an integrated and
seamless shopping experience across Sainsbury’s,
Argos, Tu, Sainsbury's Bank and Nectar. She is also
amember of the Sainsbury’s Bank Board and sits
on its Nomination and Remuneration Committees.
Clodagh has previously been Director of Online,
Head of Online Trading. Merchandising & Content
and Category Manager for Meal Solutions at
Sainsbury’s. She joined Sainsbury's as Head of
Strategy, following nine years at Bain & Company.
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Governance Report

Dear Shareholder

In what has been another exceptional year for retall, the
Board has maintained its focus on the implermentation
of the strategy we outlined in Novernber 2020 and we
are pleased with the progress made in the first year

of our three-year plan. Our strong performance has
enabled us to balance returns to all stakeholders with
an improved value proposition for customers, enhanced
reward for our outstanding colleagues and increased
dividends for shareholders.

The Board has ensured that our strategy remains aligned with our purpose,
culture and values. We receive regular reports on key performance measures
acrass each of our five strategic pillars at Board meetings. The engagement
between the Board and Operating Board is strong.

Colleague wellbeing and engagement remains a key item on the Board's
agenda, with particular focus on colleague pay and benefits. We have
invested over £100 millicn investment in retail colleague pay, which increased
the base rate of pay to at least £10 per hour, and the other aspects of our
improved colleague offer, is a recognition of the extraordinary work they

do for our customers.

Our sustainability strategy is & key priority for the Board and the {R&S
Committee, whose report is set out ¢n pages 71to 72. The evolution of our
Net Zero by 2040 plan, to our Plan for Better, underpins our progress in this
area, including the acceleration of our Net Zero target to no later than 2035.
Plan for Better is a central part of our strategy and Board agenda and we
recognise that, whilst we have made good progress over the last year, we
have mere arbitious targets in the year ahead as we embed the key
initiatives into business as usual. We increased our focus on Environmental,
Social and Governance (ESG) and the Board participated in a University of
Carnbridge Institute for Sustainability Leadership event and we hosted our
first ESG event in June 2021, launching our Plan for Better strategy and
enabling shareholders to gain a stronger understanding of our £5G pricrities.
Our sponsorship of COP26, an event attended by several members of the
Board, underlines cur commitment in this area and we logk forward to
working with the WWF to develop industry-wide practice in relation to
Scope 3 ermssions.

The business has continued to make progress against its diversity and
inclusion strategy and I am pleased to report that Sainsbury’s has featured
for the first time in the FTSE 100 Top Ten Best Perfermers list for Women in
Leadership. demonstrating our commitment to be the most inclusive retailer.
Actions to support the progression and tepresentation of cur ethnically
diverse colleagues are an important part of our strategy and we supported
the additional cornmitments made, including joining the Black British
Network. We have published our integrated Gender and Ethnicity Pay Report
for a second year and are pleased to have seen the pay differentials reduce
during that time,

The Board was deeply saddened by the news that Lord Sainsbury of Preston
Candover passed away earlier this year and fully supports the tribute made
on page 2. We will continue to build on his unique legacy and challenge
ourselves to demonstrate the pioneering leadership that he showed in
building the business. Our clear vision and strategy for the business builds
on this ambition.

We are proud of the leadership shown by Simon during the year and the
outstanding contribution of the management team. Qur most recent
evaluation of the Board's effectiveness showed sigmificant progress against
previous actions as well as areas of future focus.

[ would like to thank all of my Board colleagues for their commitrment,
support and flexibility over the past year. Whilst we welcome a return to
face-to-face meetings, a number of cur Board meetings were conducted

in a virtual environrment by necessity. This new hybrid way of working has
enabled us to maintain strong governance and robust decision-making,
delivering against our strategy. [ will again express my thanks to Susan Rice
for her many years of service and her significant contribution to the Board,
particularly as Sentor Independent Director and Chair of our Remuneration
Committee. Following a robust recruitment process, we welcorme Jo Bertrarm
to the Board and look forward to the part that she will play in Sainsbury's
future. Following Susan’s retirement from the Board, T am delighted to
announce that Brian Cassin will be appointed as Senior Independent
Directar, Jo Hartow will become Chair of the Remuneration Committee

and Keith Weed will be appcinted as Chair of the CR&S Committee.

Martin Scicluna

Lhamngn

UK Corporate Governance Code

The Board considers that the Company has complied in full with the
Principles and Provisions of the UK Corporate Governance Code 2018
{Code) with the exception of the provision below. Further details on
how we comply with the Code are available in the Strategic and
Governance Reports, as outlined below.

Provision 38 of the Code requires that pension contribution rates,
or payments in lieu, for executive directors are aligned with those
available to the workforce. As disclosed in our 2020 Annual Report
i and Accounts, Kevin 0'Byrne’s contractual cash pension supplement
is not yet aligned with the pension contribution rates available to the
workforce, but a clear incremental reduction plan to address this has
i been in place since 2018/20. The original plan, resulting in alignment
in 2024, was approved by 98,87 per cent when put to shareholders as
part of the Directors’ Remuneration Report within the 2020 Annual
Report. Subsequently, the alignment has been accelerated and fult
i compliance will be achieved by the end of the 2022 calendar year.
Further detail can be found in the 2021 Annual Report/2022 Directors’
Remuneration Report on page 7L

Compliance with the Code

Board leadership and Company purpose
i More information can be found on pages 61to 63,

Division of responsibitities
(i> More information can be found on page 64.

Composition, succession and evaluation
i, Mare information can be found on pages 65 to 67.

Audit, risk and internal control
(1> More information can be found on pages 73 to 77.

Remuneration
i More information can be found on pages 78 to 95.
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Board leadership and Company purpose

Role of the Board

The Board is the principal decisicn-making bedy in the Company. It is
collectively responsible for prometing the long-term success of the business
for the benefit of its members, achieving this through the creation and
delivery of sustainable shareholder value. The Board also carefully considers
its wider stakeholders, including customers, colleagues and suppliers, when
making decisions and more information can be feund on pages 24 to 29.

The Board is responsible for setting the strategy of the business and
overseeing its implementation by management. The Board is committed
to delivering on each of our strategic priorities across Food First, Brands
Lhat Deliver, Save to Invest, Connected to Customers and Plan for Better.

it ensures effective corporate governance, succession planning and
stakeholder engagerment. The Board is also responsible for ensuring that
affective internal controls and risk management systems are in place;
further information can be found on pages 73 and 77 The Matters Reserved
for the Board can be found on our website at
www.about.sainsburys.co.uk.

The Board has formally delegated certain governance responsibilities to its
Board Committees and the Operating Board, as outlined below.

i Board Committees

. The Board Cornmittees support the Board in specific areas of 1ts responsibihties,

! asouthined below. The Committee Chairs provide regular updates to the Board on
Cornmittee meetings and activities

Audit Committee
— Reviews and rnomtors integrity of financial information prior to publication,
i ensuring that the Annual Report as a whole is fair, balanced and understandable

— Qversees systerns of internal control and risk managemment
— Approves internal and external audit processes
— Maintains relationship with auditors

— Carnes out in-depth reviews of specific risks, ensuring that risks are appropriately
dentified, managed and rmitigated

@ More information on page 73

Corporate Responsibility and Sustainability Committee

— Reviews the sustainability strategy, ensunng it 1s aligned with the Company’s
i purpose, strategy, culture, vision and values

-~ Monitors business engagement on sustainabiity and corporate responsibility
matters with colleagues, custorners, supphers, the commmunty and shareholders

: @ Mare information on page 71

Nomination Committee

— Reviews the Board's size, structure and compesition, including the
recommendation of new appointments to the Board

— Manitors balance of skills, knowledge, experience, independence and dwersity
of the Board and its Cornmittees te ensure that they remain appropnate

- — Oversight of successian planning and development plans of the Board and
! senior management

@ More information on page 68

|  Remuneration Committee
— Recommends and reviews the Remuneration Policy, ensuring that it prormotes
the delivery of our strategy and the long-term sustainable success of the business

i — appraves remuneration and benefits for the Chairman, Executive Directors and
Operating Board Directors

— Approves remuneration pninciples throughout the business
! @. More inforration on page 79

i The Terms of Reference for these Committees can be found on our website at
* www.about satnsburys.co.uk.

3 Sainsburyplc. .. - 0y :
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Operating Board

Matters not specifically reserved for the Beard have been delegated to

the Operating Board, chaired by Simon Roberts. The Operating Board is
responsible for the day-to-day cperation of the business and the execution
of our strategy, ensuring this is done in an ethical and sustainable manner.
During the year, the Operating Board delivered progress against our strategic,
cultural and sustainability cbjectives, including the implementaticn of cur
diversity and inclusion agenda. Each Operating Board Director has a range

of responsibilities, as detailed in their biographies on pages 58 and 59.

Sainsbury’s Bank Board

Sainsbury's Bank plc Board membership comprises an independent Chair,
five Non-Executive Directors, four of whom are independent, together with
the Bank's Chief Executive Officer and Chief Financial Officer. The Bank's
Chief Executive Officer is supported by the Sainsbury’s Bank Executive
Committee and is responsible for the day-to-day management of the
business and executing its strategy. The Bank’s Chief Executive Qfficer

is a member of the Operating Board, bringing the Bank’s priorities and
perspective to the wider business.
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Operating Board Committees

The Operating Board Committees support the work of the Operating Board thraugh
delegated powers, as outlined below Members of senior management provide
regular updates from these Committee meetings to the Operating Board

S)UAUIAIRIS [RIDUBLLY

Business Performance Review
— Momtors and reviews implementation of the Group's plans to meet budget
targets, as set out by the Operating Board

— Approves ‘iIn-year capital expenditure

— Monitors business performance with regards to customers, the market,
product proposition and perceptions of our brand

— Mamtors and reviews colleague engagement

Group Data Governance Committee
— Oversees programmes that deliver compliance with Data Protection, Data
Security and Payment Card Industry data secunty standards

— Qversees effective information security throughout the business

Group Safety Committee
— Reviews the safety culture and the rebustness of safety management systems
through audit and safety teams, and the action plan in hght of any issues

— Oversees standards for management and manitoring of colleague and
customer safety

— Provides assurance, with the Head of Safety and Insurance, ta the Operating
Board, Audit Committee and Board

Group Operational Resilience Committee

— Sets operational resilience strategy

i — wonitors mplementation of business continuity and disaster recavery
arrangements

Plan for Better Steering Committee
— Leads operational execution of our Plan for Better strategy

- Qwversees Plan for Better working groups’ activibies in relation to this strategy
to ensuire delivery

Customer, Commercial and Channels Forum
— Governs the development and execution of our custorner, commercial and
channel plans aganst our strategy

— Manages the in-year operating performance of the retail busmess

Each of these Commuttees has approved Terms of Reference setting out its areas
of responsibility
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Key areas of focus for the Board

J Sainsbury plc "+

Our Board and Committee meetings were held both in person and remetely during the year, in line with on-going COVID-19 safety guidance. Members of the
Operating Board, management teams and other colleagues attended meetings tc enable improved Board dialogue. review performance, discuss progress

and agree key priorities for the short and medium term.

The key areas of focus for the Board during the year are shown below.

Strategy

— Increased focus on strategic priorities at each Board meeting through
a revised meeting agenda structure

— Ensured that the Food First and Plan for Better strategies were key ta
discussions and decision-making via regular updates from management

— Completed deep-dives into specific areas of our strategy and upcoming
strategic challenges to review proposals made by management,
providing constructive feedback and direction

— Monitored the impact of COVID-15 on cur customers and colleagues

- - Reviewed the Operating Board's plans to simplify the operating mudel
and progress sustainable cost saving programmes

— Discussed and created relevant actions plan for long-term strategic
challenges, responding to key trends in grocery to 2030

— Considered feedback from customers, colleagues, investors, suppliers
and other stakehelders on our strategy

-— Involved in decision-making in relation to the expressions of interest
received for Sainsbury’s Bark, ultimately deciding that retaining the Bank
and continuing the facus on strengthening and simplifying the Financial
Services business would be in the best interests of stakeholders

— Reviewed plans to enhance our brand through our Helping everyone eat
better campaign

@ More information on pages 9 tc 23.

Purpose
— Ensured that our renewed focus on strategy remained aligned with our
purpose throughout discussions and decisicn-making

— Ensured that business decisions were aligned with our purpose,
establishing a clear and cohesive approach for colleagues in all areas

(1) More information on page 7

Colleagues, values and culture

— Committed to over £100 million investment in pay for our retail
colleagues and other enhancements to colleague benefits

— Maintained focus on culture as a critical enabler of our success

— Encouraged an improved performance management culture across
the business, emphasising communication and regular feedback
for colleagues

— Supported the Operating Board in the development of our new Valued
Behaviours to further erbed a positive, forward-thinking culture aligned
to our purpose and priorities

— Discussed COVID-19 measures for in-store colleagues, with a safety-first
approach taken and reflected on feedback received from both customers
and colleagues on our approach

— Received reqular updates on colleague engagement, reviewing colleague
feedback from listening groups and the We're Listening survey

{iy More information on pages 130 14, and 25.

Plan for Better
— Launched our Plan for Better strategy including revised targets

— Approved the plan to accelerate cur commitment to be Net Zero no later
than 2035, five years earlier than previously stated

— Hosted Sainsbury's first Environmental, Social and Governance (ESG)
event, launching cur Plan for Better strategy and allowing stakeholders
to gain a deeper understanding of cur ESG priorities

- Supported our partnership with and attendance at COP26, furthering our
commitment to protecting the planet

— attended an event hosted by the University of Cambridge Institute for
Sustainability Leadership, which enhanced understanding of ESG matters
and highlighted the role that our leadership will play in tackling the
social, environmental and climate challenges facing the business

{i} More information on pages 13 ta 23.

Governance and risk

— Maintained respensibility for the identification and management of risks
to ensure the successful operation of the business

— Identified and maonitored principal and emerging risks, including COVID-18,
supply chain security, talent availability and inflationary pressures

— Reviewed Audit Committee discussions and decisions to monitar internal
controls, stress testing and risk mitigation across the business

— Considered the key aspects of safety, including those in relation to
COVID-19, in order to keep colleagues and customers safe in rapidly-
changing circumstances

— Ensured continued compliance with the UK Corporate Governance Code
2018, as outlined on page 60

— Approved governance improverments including the move to a hybrid-
format Annual General Meeting and climate-related governance initiatives

— Undertook an internal Board evaluation to review the effectiveness of the
Board and its Committees, which included discussing the progress made
from the previous year’s evaluation and agreeing acticns for the next
financial year

— Established a forward agenda and deep dives programime to ensure
regular reviews of key areas of focus

(i) More information on pages 38 to 50, and 60 to 77
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Succession and leadership

— Focused on succession planning across pivotal roles within the business

-— Managed the retirement of David Keens and appointment of Non-
Exccutive Director Adrian flennah and his Laositivn as Chalr of the
Audit Committee

— Led the appointrnent of Jo Bertram as Non-Executive Director with effect
from 7 July 2022

@ More information on pages 65 to 70.

Finance

— Reviewed business performance, including underlying profit forecasts,
cash and net debt positions, trading updates and market response to
announcerments

— Discussed the impact of COVID-19 on the financial positicn of the
Company and discontinuation of LIBOR on financial facilities

— Scrutinised and approved the Company's Preliminary results, Interim
results and Annual Repert and Accounts

(i) More information on pages 32 to 37,

Stakehotders

— Ensured stakeholder considerations were embedded in discussions
and decision-making, as outlined in our Section 172 statement on
pages 24 to 29

— Met key suppliers to enhance communication and understand their
views of our supplier relationships

— Shared responsibility for workforce engagement amengst Non-Executive
Directors, attending our Great Place to Work National Group, our
Workforce Advisory Panel, on a rolling schedule

—- Benefited from open and honest colleague feedback on topics including
cornrmunication around product availability, colleague morale, job
security, colleague reward and Executive pay, which helped decision-
making in these areas

(i) More information on pages 24 to 26.

3satnsburyplc/ - .-

Effective decision-making

Having an effective and diverse Board with a culture of engagement
and openness has enabled high quality discussions ahead of
executing several critical decisions during the year.

Net Zero by 2035

In a critical year for tackling the climate crisis, the business took the
decision to accelerate its commitment to Net Zero by no later than
2035, five years earlier than previously stated. The Board was fully
supportive of this decision having carefully reviewed the plans and
actions required to effectively deliver this level of commitment.

Sainsbury’s Bank

During the year, Sainsbury's had received expressions of interest in
Sainsbury’s Bank. The Board was provided with regular updates from
rmanagement and advisers during the process, Whilst the Board
believed that it was in the best interests of sharehelders to explare
these expressions of interest, it ultimately concluded that these did
not offer better value for shareholders than would be realised through
retaining Sainsbury's Bank. The Board took the decision to remain
focused on strengthening and stimplifying our Financial Setvices
business in line with our strategy.

Colleagues

The raptdly-changing nature of COVID-19 also highlighted an
opportunity for the business to implement frameworks and
encourage a culture of demaonstrating pace and aqility when making
decisions at all levels. The Beard played a key role in this and led by
example during the year with several impoertant decisions in relation
to our colleagues.

The Board reviewed the proposal to close our stores on Boxing Day

in 2021, taking into consideration the impact on our customers and
the response from colleagues. The Board supported this action,
recognising the cantribution of our colleagues throughout the year.
Following the announcement, Martin Scicluna and Tanuj Kapilashrami
discussed this matter with colleagues, enabling them to receive
first-hand feedback that will inform future decisions.

The Board also reviewed the proposal to increase store colleague base
pay above the Living Wage. The impact on various stakeholders was
taken into cansideration, including colleagues and investors.

uoday nbarens
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Division of responsibilities

How the Board operates

The Board and its Committees have a ferward programme of meetings to
ensure that sufficient time is allocated to each key area and the Board's
time is used effectively. There is sufficient flexibility for items to be added
to the agenda, which enables the Board to focus on key matters relating to
the business at the right time.

Our Board comprises the Chairman, two Executive Directors and six
independent Non-Executive Directors. Adrian Hennah joined the Board as
Non-Executive Director on 1 April 2021 and became Audit Committee Chair in
July 2021, succeeding David Keens wheo retired fromn the Board en 9 July 2021.
Susan Rice has confirmed her intention to step down from the Board at

the conclusion of the AGM in July 2022 and Jc Bertram will join the Board

as a Non-Executive Director on 7 July 2022 Each of their responsibilities

is listed below and more information on their specific contnibutions can

be found in their bographies on pages 54 to 57.

Chairman
Martin Scicluna

-— Leading the Board and ensuring its effectiveness in
all aspects of its role
-— Promoting high standards of corporate governance
— Ensuring that the Board is aware of the views of
shareholders and other stakeholders
— Promoting a culture of openness and debate in the
boardroom and constructive relations between
Executive and Non-Executive Directors

Chief Executive — Leading the day-to-day management of the
Officer business and executing the strateqy agreed
Simon Roberts by the Board
— Praposing strategies, business plans and policies to
the Board
— Ensuring effective implementation of the Board's
decisions
— Leading, motivating and monitoring performance
of the Company’s senior management
— (reating a framework of strategy, values, culture,
performance management and objectives ta ensure
the successful delivery of results for the business
— Maintaining an effective framework of internai
controls and risk management

Chief Financial — Supporting the Chief Executive Officer in developing
Officer and implementing strategy
Kevin 0'Byrne — Overseeing the day-to-day financial activities and

the financial performance of the business

— Together with the Chief Executwe Officer, ensuring
that financial policies and practices set by the Board
are adopted at all levels of the business

Senlor Independent — Acting as a sounding board for the Chairman and

Director as a trusted intermediary for the other Directors
Susan Rice (stepping when necessary

down from the Board — Meeting with shareholders and representative
on 7 July 2022) bodies when requested. discussing matters with

them where it would be inappropriate for those
discussions to take place with either the Chairman
or the Chief Executive Officer

— Leading the annual appraisal and review of the
performance of the Chairman

Brian Cassin (with
effect from 7 July 2022}

Independent — Bringing an external perspective, independent
Non-Executive judgement and objectivity to the Board's
Directors deliberations and decision-making

Brian Cassin — Suppeorting and constructively challenging the

1o Harlow Executive Directors and senicr management,
Adran Hennah holding thern to account and offering specialist
Tanuj Kapilashrami advice using their wide and varied experience
Keith weed — Monitoring delivery of the agreed strategy within
Jo Bertram {with effect the risk management framework set by the Board
from 7 July 2022)
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Company Secretary — Advising and assisting the Board and the Chairman,
and Corporate particularly in relation to governance, Board
Services Director evaluations, induction, training and formulating the
Tim Fallowfield agenda for Board meetings
— Ensuring that Beard procedures and the governance
frarnework are effective
— Ensuring the Board receives accurate, timely and
clear information and is consulted on alt matters
Important to it

During the year, the Chairman and Nen-Executive Directors met without the
Executive Directors being present. The Chairman holds regular and informal calls
between Board meetings with the Non-Executive Directors, to consider their
views and to enable thorough preparation for Board discussions. In addition, the
Senicr Independent Director held discussions with the Non-Executive Directors
without the Executive Directors or the Chairman being present.

Directors were kept informed of the key discussions and decisions made at
each of the four principal Committees — Audit, Nomination, Remuneration,
and Corporate Responsibility and Sustainability. The Chair of each Committee
provided a detailed summary at the Board meeting following the relevant
Committee meeting.

In the rare event that a Director is unable to attend a Board meeting, the
Chairman will meet with the relevant Director in advance, sc that their
comments and inputs can be considered. Fcllowing the meeting, the Charrman
will provide an update to them on the outcomes of the discussions.

The following table shows the attendance of Directors at scheduled Board
meetings. The Board held eight scheduled meetings during the year, together
with several unscheduled meetings which were well attended by all Directors.

Martin Scicluna 8(8) David Keens? 3(3)
Brian Cassin 8(8) Kevin O'Byrne 8(8)
Jo Harlow 8(8) Susan Rice 8(8)
Adrian Hennah! &(8) Simon Roberts 8(8)
Tanuj Kapilashrami 8(8) Keith Weed 8(8)

The maximum number of scheduled meetings held dunng the year that each Director could attend s
shown 1n brackets

1 AdrnanHennah joined the Board on 1 Apnl 2021
2. David Keens stepped down from the Board on 9 July 2021

Time commitment and conflicts of interest

Prior to appointment, each prospective Non-Executive Director confirms
that they will have sufficient time available to be able to discharge their
responsibilities effectively and that they have no conflicts of interest. This is
discussed by the Board before any appointrment is made. In addition, the
Board reviews and approves in advance requests by Directors wishing to
undertake new external responsibilities or directorships and considers both
the time commitments involved and any potential conflicts. The conflicts of
interest register is reviewed annually to ensure it is up to date and that there
are no new conflicts to consider. No changes were recorded during the year
that would impact the independence of any of the Directors.

The Board supports Executive Directors having a non-executive directorship role
as part of their continuing development, provided that they have sufficient time
to balance their commitments to the business with any external role. Subject to
Board approval, each Executive Director may hold one non-executive director
positicn. Whilst recognising the benefits of Non-Executive Directors having
varied and broad experiences, the Board keeps in mind investor guidance and
reviews the commitments of each Director annually.

Throughout the year, all Directors have dermonstrated high levels of
availability and responsiveness for additional meetings and discussions
where these have been required. The Board remains confident that individual
members continue to devote sufficient time to undertake their
responsibilities effectively.
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Composition, succession and evaluation

Director development

Induction

We have a comprehensive and tailored induction programme in place for
Directors when they join the Board to ensure their smooth transition and
enable them te gain an understanding of all major aspects of the business,
including our purpose, vision, strategy, culture, values, governance
framework, sustainability strategy and the opportunities and challenges
facing the sector.

When joining the Board, a new Non-Executive Directer typically meets
individually with each Board and Operating Board member, and also with
senior management from key areas of the business to gain an insight into
their respective areas of responsibility. The Company Secretary and
Corporate Services Director briefs them on policies, Board and Committee
procedures, and core governance practice, which includes Directors’ duties
and Market Abuse Regulations. They alsc receive induction materials including
recent Board and Committee papers and minutes, strategy papers, investor
presentations, Matters Reserved for the Board and the Board Committees’
Terms of Reference. They visit stores, depots and other business locations
and meet key advisers. Director inductions are ongoing processes over a
number of years during which they will cover the areas in the table below.

Adrian Hennah joined the Board as a Non-Executive Director on 1 April 2021
and succeeded David Keens as Audit Committee Chair following David's
retirement from the Beard at the Annual General Meeting on § July 2021,

The Directors’ induction process

Understanding the sector
and environment

Understanding the
business

— Business strategy, purpose
and vision
- — Overview of each business area
i and its opportunities
' — Operatirg plans, current KPIs

— The market and competitors
— Customer trends

— Consumer and requlatory
environment

— Brand perception and

and targets reputation
— Key business relationships — Analyst and irvestor
. — Board and governance perspectives
‘ procedures — Key stakeholders’ views
— Board effectiveness reviews
and actions

— Matters relevant to the Board
Committees they join

— Recent Board and Committee
papers and minutes

— Key people and succession
plans

— Remuneration and reward
across the business

— Finance, treasury and tax
overviews

— Risk profile and approach

— Internal audit, risk and internal
controls

Adrian received a tailored induction on joining the Audit Committee. This
followed the usual programme for Directors’ induction as outlined below but
was specifically designed te support his transition to Audit Committee Chair.
This included attending the April Audit Committee meeting as an observer
and working closely with David Keens to ensure an orderly transfer of
respensibilities

Adrian also et a number of colleagues and stakeholders pertinent to his
role on the Audit Committee. This included introductory meetings with EY,

the external auditors and Mark White, the Croceries Supplier Code Adjudicator.

He also met individually with each of the Chief Financial Officer's direct
reports and their respective teams which included Internal Audit, Treasury,
Property, Pensicns, IT and various finance teams. In addition to this, Adrian
visited Sainsbury’s Bank's offices in Edinburgh and met with the Sainsbury's
Bank's Chair, the Chief Financial Officer and the Chairs of the Bank's Risk and
Audit Committees.

Adrian also visited the Sainsbury’s Newbury store with Simon Roberts and
the waltham Peint depot with the Director of Logistics and Supply Chain.
This gave Adrian the opportunity to see first-hand the operations of a store
and depot, and to meet colleagues working within these locaticns. He has
also participated in Board sessions with employee representatives to hear
their views and experiences.

Meet the Sainsbury’s internal Visit Group
team and advisers operations
-— Directors — Store visits

—- Distribution centres
— Store support centres

— Committee Chairs

— Company Secretary and
Corporale Services Director

— Members of the Operating
Board

— Senior management across
the business

— Members of the external
audit team

— Remuneration consultants

— Brokers

1loday Jbaieils
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Continuing development

Non-Executive Directors continue to learn about the business by meeting
with management, colleagues, suppliers and other stakeholders as described
on the previous page. All of the Non Exccutive Dircctors continue to engage
with different aspects of the business to support their ongoing development.
Further information on the continuing development of two of our Non-
Executive Directors, Jo Harlow and Tanuj Kapilashrami, is described below.

During the year, Jo Harlow, in her capacity as Chair of the Corporate
Responsibility and Sustainability Committee, hosted regular Climate
Dialogues for Sustainability Chairs with support from Chapter Zero. These
covered areas such as external resources, employment engagement,
brodiversity issues, COP26, and linking sustainability geals and remuneration.
She also became a Board member of Chapter Zero, a network of company
Chairs, Committee Chairs and Non-Executive Directors who are committed
to developing their knowledge of the implications of climate change for

UK businesses. Jo met with several Sainsbury’s store managers and had
discussions with the Chairman, Audit Commmittee Chair and Company
Secretary and Corporate Services Director on sustainability governance.

Jo participated in COP26 and attended a number of Sainsbury's events
including the inaugural Enviranmental, Social and Governance (ESG) day,
the Farming Conference and a leadership event. In addition to this, Jo has
reqularly attended and spoken at professional webinars, such as those
hosted by Legal & General Investment Management, Willis Towers Watson,
Delcitte, Fidelic and the Local Authority Pension Fund Forum. Jo's
engagement with colleagues and reqular development activities have
enabled her to rake an effective contribution as a Non-Executive Director,
particularly in relation to sustainability and climate change issues.

In addition to regular discussions with members of the Operating Board,
Tanuj Kapilashrami regularly attends Sainsbury’s Great Place to Work
colleague listening sessions with the Group HR Director, the Chairman and
other Non-Executive Directors. Tanuj's participation in these sessions
provided her with the cppertunity to engage directly with colleagues and
hear their views on various topics during the year including our strategy,
values and culture, product availability, colleague pay and the decision

to close cur stores on Boxing Day. These sessions enabled Tanuj to develop
a greater understanding of the business and bring employee insights into
Board discussions. As part of her external executive role, Tanuj is engaged
with professional badies, industry forums and globat peers and her external
perspective is valuable particularly in discussions involving colleagues and
culture at Sainsbury's.

Professional development and training

To ensure the Board updates and refreshes its skills and knowledge, we have
a programme to suppert Directors’ training and develcpment requirements
in relation to governance, investor expectations and regulatory impacts.
This includes regular presentations from management cn relevant
gavernance matters.

The Board was upskilled on social, environment and climate change issues
and developments in a sustainability event led by the Cambridge Institute
for Sustainability Leadership in June 2021. The Board also received external
strategic updates from leading industry analysts in the food retail sector

at a Board dinner in September and at the Strategy Conference in October.
Suppliers also attended a Board dinner in March to enable the Board to hear
feedback directly from suppliers.

Both the Audit and Remuneration Committees received updates on relevant
accounting and remuneration developments, trends and changing disclosure
requirements from external advisers and management. The CR&S Committee
received stakeholder and regulatory updates on ESG matters from
management. More information can be found on pages 71. 73 and 78.

The Board and Comnittees were updated ocn compliance with the Modern
Slavery Act, Task Force on Climate-related Financial Disclosures, the 2018 UK
Corporate Governance Code and Directors’ responsibitities under Section 172
of the Companies Act. The Board was also provided with MAR training

from the Company Secretariat this year. The Directors have access to

advice frormn the Company Secretary and independent professional advice

is available at the Company’s expense, if necessary, in fulfilling their duties
and responsibilities.

J sainsbury plc -

Board evaluation

In line with best practice, we review the Board's effectiveness on an annual
basis through a formal performance evaluation, including an assessment of
the Board and its Committees. An external evaluator conducts the review
every third year, and in the two intervening years this is carried out by the
Company Secretary and Corporate Services Director, to ensure continuity
over the three-year cycle. The last external evaluation was carried out by
Clare Chalmers, an experienced independent provider of board effectiveness
reviews, from Novernber 2019 to February 2020.

This year’s internal evaluation was conducted from December 2021 to March
2022 and led by the Company Secretary and Corperate Services Director. The
review explored the key areas of focus set out below and themes that arose
for action in the 2020/21 internal evaluation. Beard members completed an
online questionnaire, based on previous years to maintain continuity, which
also incorporated last year's key feedback topics and recent developments
in the business, its strateqy and governance.

The key areas of focus included: the effectiveness, role and priorities of the
Board and its Committees; the Board's composition, skills, succession and
culture; the alignment of purpose, strategy and values; leadership of the
Board and the business; ways of working and broader risk management; and
engagernent with stakehclders. Each Director was given the opportunity to
raise their own additional points. The results of the internal questionnaire
were discussed with each of the Directors in individual discussions with the
Company Secretary and Corporate Services Director.

Following the individual discussions, the Company Secretary and Corporate
Services Director discussed the conclusions (including any feedback with
individual Directors) with the Chairman and then presented a written report to
the Board. A separate meeting with the Board was held to discuss the findings
and the Board agreed the key actions. The Company Secretary and Corporate
Services Director also met with the Senior Independent Director to discuss
feedback for the Chairman, which was subsequently shared with him as part of
his review meeting. Each of the Committee Chairs received specific feedback on
the effectiveness of the relevant Committee for their consideration.

Findings of the 2021/22 review
The report identified a number of strengths of the Board including.

— The Board continues to operate effectively, with enhanced focus on
performance and the key strategic issues facing the business this year

— The Board has open discussions before major decisions are taken, and
the pace and progress of decision-making has been appropriate with
robust iteration between meetings to maintain momentum

— The Board has responded well to issues in an uncertain trading environment

— The externat strateqic input received at the sustainability event, Board
dinners and the Strategy Conference during the year were well received
by the Board

— The Chairman is a highly effective leader and has developed strong
relationships and trust with the NEDs

— The Executive Directors keep the Board well informed of key issues
arising, provide strong leadership and management's handling of the
pandemic was outstanding

— The recent NED appointees are making strong contributions to the Board

— The NEDs are highly engaged and provide a good level of challenge and
support to rmanagement

The report also identified development areas for the Board in the year ahead
which are detailed on page 67.

Board Committees

As described above, the evaluation process also assessed the effectiveness
of the Board Committees. A theme identified from the process was a desire
far further cross functionality between the Committees where there was an
ovetlap of discussions, which is being implemented. The findings ultimately
concluded that each of the Committees continued to operate effectively,
was well led and was efficient in dealing with current issues.

Any specific findings and action points are overseen by each Committee
Chair, with consideration of the overall Board findings which are deemed
relevant to the Committee’s wark.
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Key areas of focus from 2020/21 review

Board development

Ensuring the Board continues to evolve in key strategic areas such as digital

and technology change, sustainability and climate change issues

Progress and actions lmplemented during 2021/22

A sustamabllltg event held by the Cambridge Institute for Sustamablhtg
Leadership was arranged for the Beard in June. Leading retail industry
analysts attended a Board dinner in September and the Strategy Conterence
in Gctober to pravide external strategic perspectlves

Customer insights
Continued focus on meaningful custormer insight and behaviour data to
further drive our strategy

During the year, the Chief Marketing Officer provided updates on customer

insight data at several Board meetings This will continue to be an area of
focus for the Board and a plan is being developed to further strengihen the
Board's understanding of customers

Supplier engagement
Supporting further engagernent with Sainsbury’s key suppliers

Wider stakeholder engagemnent
Additional cansideration to wider sacietal issues, including community,
government, non-governmental organisations and key society topics

The Board received supplier-facing, strateqic-related updates from the Food
Commercial Director at Board meetings during the year. This focused on our
relationship with suppliers and the activities that the business has undertaken
ta support them, particularly in challenging trading environments. In addition
to this, suppliers attended a Board dinner in March, enabling the Board to
hear directly from suppliers

Regular feedback and updates were prowded at Board meetings following

discussicns with our stakeholders on key regulatery, societal and
operational issues

Ways of working

Fffective and appropriate transitioning plan, including face-to-face
meetings of the Board, management and key stakeholders, once the
COVID-19 restrictions have eased

A clear plan was developed which enabled the Board to transition safely and
effectively to face-to-face meetings of the Board and to meet with Operating
Board mermbers and other key stakeholders within the business

Agreed actions and areas for development for 2022/23

— Allocate addltlonal time at Board meetings for certain strategic toplcs to enable fu Ier dlscussms and reflection by the Board

— Incorporate a broader perspactive inte the planned customer insight sessions for the Board to strengthen its understanding of customers and support

strategic decision-making across the business

— Review colleague engagement activities planned for the Board and identify additional opportunities for the Board to build on the level of engagement

with colleagues

— Continue to build appropriate relationships with the Bank Board and monitor the Board's progress in delivering its strategy

— Invite non-Audit Committee members to attend all or part of future Audit Committee meetings when key risks are being discussed to enhance their

understanding of the Company’s significant risks and progress on their mitigation

Jaday nbajens
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Nomination Committee
Report

Dear Shareholder

We continue to strengthen our Board and ensure it
is well balanced with the right skills and expenence
to effectively deliver our strategy.

The Normination Committee plays a key role in supporting the Board within
the governance framewaork in reviewing the compesition of the Board and its
Committees This includes an assessment of whether the balance of skills,
experienice, knowledge and independence is appropriate to enable it to
operate in a highly effective manner and to promote the long-term success
ul Lthe Company. The Committee also assists the Board in its consideration of
conflicts of interest and independence issues throughout the year. No conflicts
of interest or independence issues were identified as a result of this activity.

The Comnmittee also reviewed the Board's short, medium and fong-term
succession planning at the executive and non-executive level and is satisfied
that the Company is well positioned to move forward with continuity and is
led by a strong leadership team.

The Beard supports the recommendations of the Hampton-Alexander
Review on gender diversity and the Parker Review on ethnic diversity. The
Board has made good progress against its diversity and inclusion strategy,
and the Company will feature for the first time in the FTSE 100 Top Ten Best
Performers list for wornen in leadership. Three of the Board of Directors are
wornen (33 per cent} and 47.8 per cent of our Operating Beard members
and their direct reports are women. One member of the Board of Directors
identifies as ethnically diverse.

Inclusivity throughout the business is highly important to us and we
continue to focus on this and the development of our diverse talent pipeline.
We are highly supportive of the diversity and inclusion initiatives in place
which are detailed cn pages 69 to 70.

Following a robust recruitment process, Jo Bertram will join the Board on

7 July 2022 and 1 look forward to the part that she will play in Sainsbury’s
future After nine years of outstanding contribution and commitment,
Susan Rice will step down from the Board after the AGM in July 2022.
Following Susan's retirement from the Board, I am delighted to announce
that Brian Cassin will be appointed as Senior Independent Director, Jo Harlow
will bacarme Chair of the Remuneration Committee and Keith Weed will be
appointed as Chair of the CR&S Committee. During the year, David Keens
stepped down from the Beard in July 2021, and Adrian Hennah joined the
Board in April 2021, succeeding David as Audit Committee Chair in July 2021.
The Committee recommended the appointment of Adrtan Hennah and

Jo Bertram to the Board following rigorous search processes. The search
processes incorporated the extensive work completed last year to identify
the skills and experience required to deliver our strategy.

Martin Scicluna
CRalrmign

J Sainsbury plc "

Principal role and responsibilities

The Nomination Commitiee is responsible for reviewing the structure,
size and compoesition of the Board and its Committees; taking into
account skills, knowledge, experience and diversity, and making

. recommendations to the Board for any changes. It is responsible for !
¢ formulating plans for succession at Board and senior managerment ‘
levels, taking into account the challenges and opportunities facing the
business, and the skills and expertise needed to ensure the long-term
success of the Company.

The Committee’s Terms of Reference are available on the Company's
website www.about.sainsburys.co.uk.

The Committee held three scheduled meetings in the year, together with
several unscheduled meetings relating to recruitment and succession planning.

Attendance at the scheduled Nomination Committee meetings:

Martin Scicluna 3(3) Tanuj Kapilashrami 3(3)
Brian Cassin 3(3) David Keens' 1)
Jo Harlew 3(3) Susan Rice 3(3)
Adrian Hermah 2(2) Keith Weed 3(3)

The nurnber of meetings held dunng the year 1s shown in brackets.

1 David Keens stepped down from the Board on 9 July 2021

Committee membership

The Cornmittee consists of the Chairman of the Board and six Non-Executive
Directors, all of whom are independent. The Chairman of the Board is also
the Chair of the Cornmittee, and the Company Secretary and Corporate
Services Director ar his nominee acts as the Secretary of the Committee.
The Chief Executive Officer and Chief Financial Officer attend meetings

by invitation.

Succession planning

Talent development

We recognise the importance of developing our people and, as such, the
talent pipeline within our business remains a key focus for the Committee.
Our senior leadership pepulation is a source of future Cperating Board talent,
with five members of our Operating Board, Rhian Bartlett, Graham Biggart,
Tim Fallowfield, Mark Given and Clodagh Moriarty, progressing through this
route. Our Leading Tegether and Leading Steps Up programmes are ke
investments we are making into developing senior leadership over the next
two Lo three years.

Appointments to the Board

The Nomination Committee has a formal, rigorous and transparent procedure
for the appeintrnent of new Directors to the Board. When the need to appoint
a Director is identified, for instance when a Director 1s approaching the end of
their ninth year on the Board, the Committee reviews the experience, skills
and knowledge required, taking into account the Board's skills matrix,
existing composition and the relevant experience and understanding of

our stakeholder groups. We engage executive search consultants and
consider the gender, nationality, educational and professional background

of candidates, as well as individual characteristics to see if they will be a
good fit against the desired specification. Suitable candidates are then
interviewed by Comrmittee members. The process is led by the Chairman
who receives support frorn the Cormpany Secretary and Corporate Services
Director as appropriate.

Careful consideration is given to ensure that preposed appointees have
enough time available to devote to the role and that the balance of skills,
knowledge and experience on the Board with regard to experience and
understanding of our stakeholder groups is maintained.

When the Nornination Committee has identified a suitable candidate, it then
makes a recocmmendation to the Board with the Beoard making the final
decision. During the year, the Committee followed the above procedure
during the search for the new Non-Executive Directors, Adrian Hennah and
Jo Bertram. MWM Consulting were engaged by the Committee as external
executive search consultants. MWM Consulting are ane of the small number
of firms accredited by the Hampton-Alexander Cormnmittee for their leading
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work in promoting gender diversity. They had no connection with the
Company prior to appointment as recruitment consultants and had no
relevant connections with individual Directors. The Committee briefed the
search consultant on our specification, and we considered and interviewed
a wide and diverse range of candidates for each role. The Beard was
unanirmous in its decision to appeint Adrian Hennah and Jo Bertram as
MNeon-Executive Directors.

The Committee discussed the overall skill sets of

the Board and agreed a detailed job specification,
skill sets and preferred attributes for the appointees.
A thorough review of potential candidates was
undertaken. MWM Consulting presented a diverse
long list of external candidates from a broad range
of backgrounds. The Committee shortlisted a
number of candidates.

The Chairman and several of the Directors met
with the shortlisted candidates who confirmed
therr interest in the role. Following the interviews,
the Nomination Cornmittee members met to
discuss feedback.

The Committee was unanimous in its final
selection of candidates. It recommended to the
Beard that Adrian Hermah and Jo Bertram be
appointed as Non-Executive Directors. Their
specific contribution to the Company can be found
n their biographies on pages 55 and 57.

Adrian Hernnah's appointrnent as Non-Executive
Director was announced on 12 March 2021 and

took effect on 1 April 2021. Jo Bertram'’s appeintment
as Non-Executive Director was announced on 14 April
2022 and she will join the Board on 7 July 2022.

Identify

Interview

Select

Appoint

Diversity and inclusion

The Board and Committee continue to drive the agenda of diversity and
inclusion across the business and are proud of the progress we have made

so far. We are committed to being a truly inclusive retailer where every single
one of our colleagues can fulfil their potential and where all our customers
feel welcome when they shop with us. We embrace and actively promaote
diversity, inclusion and equity and aim to reflect the dwerse communities we
serve. Simon Roberts and the Operating Board provide clear and committed
leadership and accountability of our inclusion agenda, with members of the
Operating Board acting as sponsors across wellbeing, diversity and inclusion,
and our Colleague Netwarks. To ensure continued progress in this space,

the governance of diversity and inclusicn is a regular part of the Operating
Board agenda.

To ensure sustained improverment, we continue to look at focused initiatives,
culture and accountability through aspirational targets. In 2021, we set new,
stretching targets to take us to 2024 which covers more of our talent pipeline
and covers Black representation specifically. We have set a target of 50 per
cent fernale, 12 per cent ethnically diverse and 3 per cent Black representation
at senior rnanagement level'. Importantly, these targets will form part of
our long-term incentives for management. We are publicly reporting on

our progress against these targets twice a year with furtber infermation
available on our website https://www.about.sainsburys.co.uk/
sustainability/better-for-everyone/diversity-and-inclusion.

Actions to support the progression and representation of our ethnically
diverse cclleagues are an important part of our strategy. We continue to
build on our commitments in support of our Black colleagues, all of whom
are part of our focus on changing the conversation arcund race. Further
informaticn on the strategies we have in place to support our drive for
inclusivity and the progression of our diverse talent can be found on page 14.

The Board receives regular updates on our inclusion initiatives and the Board,
CR&S Committee and Nomination Committee receive detailed presentations
throughout the year on our inclusion priorities and the progress we are
making. The Remuneration Committee also reviewed and approved the
Ethnicity and Gender Pay Report which can be found on our website
https://www.about sainsburys.co.uk/making-a-difference/
gender-pay-gap.

J Sainsbury plc; - ..

Board diversity policy

We promote diversity on our Board and we believe there is good balance
amongst our Non-Executive Directeors, with extensive and wide-ranging
experience of retail and other consumer-facing businesses and varying
length of service. Our Non-Executive Directors have other highly relevant
skilis derived from serving in & range of major executive and non-executive
positions throughout their careers and a blend of cognitive, personal
strengths and backgrounds.

We are keen to ensure that Board membership reflects diversity inits
broadest sense, our colleague base and the communities in which we serve.
The Board’s approach to its cwn diversity is as follows:

Aim to maintain a level of at least 33 per cent female Directors
and at least one Director who identifies as ethnically diverse on
the Board.

Three of our nine Board Directors are wornen (33 per cent) and one identifies
as ethnically diverse. In making its recommendaticns to the Board, the
Committee has due regard to the UK Corporate Governance Code 2018 and
other best practice and will consider the balance of skills, experience,
independence and knowledge of the Board, its diversity in the broadest
sense, including gender and ethnicity, how the Board works together as

a team and other factors relevant to its effectiveness.

The Board continues to review the develepment of the pipeline of both
ethnically diverse and female senior management within the business.
0f the ten members of pur Operating Beard during the year, four were
wormen (40 per cent). More information on diversity and inclusion can be
found on pages 13 to 14.

Consider candidates for appointment as Non-Executive Directors
from a wide pool.

During the year, the Nomnination Committee discussed Non-Executive Director
appointments and succession. It worked closely with MWM Consulting in
compiling long and short lists of diverse candidates from various backgrounds
and sectors. Candidates were identified, interviewed and measured against

a detailed job specification, skill sets and preferred attributes.

Assist the development of a pipeline of high-potential
colleagues by encouraging key members of senior management
within the business to take on additional roles to gain valuable
Board experience.

The Board supports and encourages initiatives that strengthen the pipeline
of talent in the Company including:

— A comprehensive talent management review is presented and discussed
by the Board

— Highly personalised plans and initiatives for high-potential colleagues to
broaden their skill sets and experience to prepare thern for future senior
roles; for example, through boardroorm exposure, and non-executive and
trustee roles outside the business

— Senior manragement mentering schemes sponsored by Board and
Operating Board members

1 Thedefimtion of 'senior management” in the UK Corparale Governance Code should be the Executive
Committee or the first layer of rnanagermnent below Board level, including the Company Secretary
Hawever, with such a large workforce, we believe including our top 230 senlor management in the scope
of our targets ensures that we are focused onimpraving diversity 1n all of our most significant leadership
posilions and developing our mpeline of talent Our top 230 lead large teams and are critical role models
In the organtsation. playing a vital role in shaping the inclusive culture that we are working hard to
create We want all of our colleagues to see visibie and diverse leaders n every part of the business

1oday nbayens
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Jo Bertram will join the Board on 7 July 2022, after year end, and therefore
PIE CHART REMOVED is not included in the above charts.

PIE CHART REMOVED

PIE CHART REMOVED
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Corporate Responsibility
and Sustainability
Committee Report

Dear Shareholder

This year we launched cur Plan for Better,
putting environmental and sccial sustainability
at the core of the business.

The Committee oversees the governance of Sainsbury's being a sustainable
business. We continue to focus on stakeholder engagement including our
customers, colleagues, suppliers and the community. We continue to listen
and to engage with our stakeholders and more information about this van
be found on page 24.

In my fourth year as Chair of the Committee, we continue to see great
developments in our sustainability agenda, particularly with the evolution

of our Net Zero by 2040 plan to our Plan for Better, a key pillar in our broader
business strategy. Launching in June 2021, our Plan for Better encompasses
a range of sustainability commitments across our environmental and social
agenda. We were also hugely preud to be chosen as the Principal Supermarket
Partner of COP26, the United Nations Climate Change Conference, giving us
the opportunity to demonstrate strong industry leadership and inspire our
colleagues, customers and other businesses to rally together to protect and
restore our planet for the future.

COP26 took place in Glasgow for two weeks 1n November 2021, and as part of
our involvernent we hosted multiple events. These included chairing panels
on a consistent approach te data and labeliing and how we are helping
everyone eat better in arder to protect our planet and our health. We also
engaged the public with cur exhibition stand which focused on how we can
all make small changes teo our plates to reduce the impact on the planet.
During COP26, we announced a number of new commitments, including
accelerating our target to become Net Zerc in our own cperations by 2035
and becoming signatories to WWF's Retailers’ Comrmtment for Nature,
working with other retailers to halve the irpact of UK shopping baskets

by 2030. As part of our cammitment to reduce our value chain emissions,

we wrote to 400 of our key suppliers, who constitute a high proportion of our
value chain ernissions, requesting that they disclose their carbon emissions
through the CDP or Higg platform, as well as setting their own Net Zero
science-based targets. wWe're pleased that 87 per cent of our key foed
suppliets are reporting via CDP.

This year we were pleased to arrange an upskilling session for the whole
Board, delivered by the Carnbridge Institute for Sustainability Leadership
and in June 2021 we held an Environmental, Social and Corporate
Governance (ESG} event with investors. We talked with investors about our
new sustainability strategy, how we're progressing against our commitments
and how cur plan aligns with our brand commitrment: Helping everyone

eat better. We have been a signatory of the Task Force on Climate-related
Financial Disclosures (TCFD} since 2020 and this year have implemented

its recommendations in full to strengthen our climate resilience; more
information on this can be found on page 17

J sainsbury plc .

The Cornmittee is very pleased with many of the Plan for Better outcomes
achieved this year — rolling out LED lighting to 100 per cent of our
supermarket estate and transitioning to 100 per cent renewable electricity
across the entire estate. We also implemented our partnership with
Neighbourly on our food donation programme across all supermarkets,
which has supported a 119 per cent increase in food redistribution for
hurnan consumption year-on-year For more information on progress on
our Plan for Better. see page 13 and visit www.about.sainsburys.co.uk
for our standalone bi-annual Plan for Better Reports

COVID-19 has continued to impact the business over the past year, with
ongoing periods of change for our colleagues. We continue to focus on
engagement with colleagues and clear communication and this year have
introduced a new metric on colleague happiness, currently at 68 this year.
The Committee was also highly supportive of the initiatives put in place to
support the communities we serve, including our campaign to Help Brighten
a Million Christmases and the launch of our Helping everyone eat better
Community Grants to help tackle food insecurity. In total £38.4 million was
raised for good causes this year; more information can be found on page 15.

The launch and progress of Plan for Better during the last year has occurred
duning a time of unprecedented challenges for the industry. Sainsbury’s
ambitions as reflected in its Plan for Better commitrments are strategic and
stretching and the Committee and I look forward to reporting on further
progress in the future!

Jo Harlow

Chal Corperzte ReopartDililg and Sastenebnty Cormmutee

Principal role and responsibilities

The Committee’s principal role is to review the sustainakility strategy.
i ensuning it is aligned with the Company's purpose, strategy, culture,

vision and values. The Committee also plays a part in monitering the

business's engagement with stakeholders including customers,

suppliers, the community, celleagues, shareholders and government

on sustainability and corporate responsibility matters.

Attendance at scheduled Committee meetings:

Jo Harlow 3(3)
Simon Roberts 3(3)

Martin Scicluna 303)

The masximum number of meetings held durng the year that each Director cauld attend 15 shawn in brackets

Keith weed _ 7 3(3)

1oday barens
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Principal activities in the year

The Committee met three times during the year for scheduled meetings
with additional meetings arranged to discuss our ESG event for investers
and a sessicon to upskill the Beard, carried out by the Cambridge Institute for
Sustainability Leadership. The meetings focused on our Plan for Better and
stakehelder engagement — customers, colleagues, the community, suppliers
and shareholders. Updates and progress against our Plan for Better were

a key focus of the Committee this year as well as cur Committee members’
involvernent in our ESG event and our role in COP26.

The Committee discussed the evolution of our sustainability strategy,
building on our Net Zero by 2040 plan to provide feedback and approve our
Plan for Better. As part of the new strategy, the Committee reviewed the
development of the social part of our sustainability strategy, including

our evolved approach to community and partnerships to facus on food
insecurity and cur refreshed commitments and targets cn human rights.
More inforrnation can be found on page 15.

At each Comrnittee meeting, members discussed our engagement across
our stakehaolder groups, with deep dives of particular groups at each
meeting. The Committee reviewed our engagement with suppliers and the
feedback we received from suppliers via the Advantage Suppliers Survey
and Groceries Code Adjudicator report. The Cornmittee was also updated
on the progress of the Supplier Relationship Management programme and
how we supported suppliers during exceptional times as a result of Brexit
and COVID-19. Mere information on suppliers can be found on page 27. The
Committee also considered culture and colleague engagement, reviewing
insights from colleague engagement surveys. More information can be
found on page 13.

Governance

J Sainsbury plc Board
Oversight of the sustainability strategy
Chairman: Martin Scicluna, Chaurman

Remuneration Committee
Reviews remuneration targets
aligned to the sustamability
sirategy’.

Chair: Susan Rice,
Non-Executive Directar

Sustainability Committee

Operating Board

Corporate Responsibility and

Reviews the sustainability strateqy. 1t alse monttors the business’s engagement with
colleagues, customers, suppliers, the community, shareholders and government on
sustainability and corporate responsibility matters

Chair: Jo Harlow, Non-Executive Director

JSainsburyplc " - .. 0 0

Reporting and assurance were discussed at both the CR&S Committee and
the Audit Cormmittee this year, reviewing our approach to ESG reporting

and disclosures, and the level of assurance we have across our metrics.

The Committee discussed our approach to the TCFD recommendations and
the implementation of responsibility for climate risk and opportunities at the
Board level, as well as building Beard competency. The integration of climate
risk analysis findings within strategic and financial decision-making were
also reviewed. More information on TCFD can be found on page 17,

The Committee reviewed the steps being taken to prevent modern slavery
and human trafficking in our business operations and supply chains and
recornmended that the Board approve our Modern Slavery Statement
Further details can be found on page 15.

For further information ¢n our Corporate Responsibility and Sustainability
agenda, please see:

— Page 13 for progress on our Plan for Better commitments

— Paye 17 for our TCFD disclosure

— Page 78 for information on sustainability-linked remuneration targets
— Visit www.about.sainsburys.co.uk to read our Plan for Better Report

Audit Committee

Reviews risks and confidence
in disclosures ahgned to our
sustamnability strategy?

Chair; Adnian Hermnah,
Non-Executie Birector

Defines the business-wide strateqy, adapting to new regulatory requirements and
trends Reviews cross-value progress and signs off major investments

Chair: Simon Roberts, CEQ

‘ Plan for Better Steering Committee?®

Working Groups™:

Leads operational execution of cur sustainabitity strategy, Plan for Better,
by overseeing working group activity, ensuning delwery of performance

Chair: Mark Given, Chief Marketing Officer

Plan for Better working group, Enwvironment working group and Social working group

1 Rermt of Committee in relation to the sustamakility strategy For full detavls on the Committees please read the Rernuneration Comimittee Report on page 78 and the Audit Cormmttee Repart an page 73

2 Replaced the Net Zero Steermg Committee as of June 2021 Steering Comrmittee meets five times per year Mermbership consists of Directors from across the busmess, with addtiona’ Drectar representation from
Audit. Finance and Strategy attending the Commmttee twice a year to review Corporate Risk Updales meluding TCFD recommendations

3 Current working group structure ieplaced indwidual pilar working group structure n September 2021 Working groups reet five bimes per year Our Diversity & inclusion and skills & opportunities pullars are managed
via the Human Resources Leadership Tearn and the Commumity & Partnerships pillar s managed wvia the Marxeating and Loyalty Division
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Audit Committee Report

Dear Shareholder

1 am pleased to present the Committee’s report for
the year ended 5 March 2022, in my first year as
Chair of the Audit Committee.

[ was pleased to be appointed as Chair of the Committee during the year,
succeeding David Keens wha retired at our 2021 Annual General Meeting.

I would like to thank David for his significant centribution and leadership of
the Cornmittee over the last six years, and for the helpful support and advice
he gave to me in our handover period. Brian Cassin and Keith Weed have
hath provided important contributions aver the year. The different and
complementary skills we each bring to the Committee have helped ensure
robust and productive discussions with managerment and the external
auditor. We are also well supported by our Director of Internal Audit, Risk
and Resilience and the Internal Audit team; they play an important role and
their work is respected throughout the business.

Key areas of focus for the Committee during the year included:

— Reviewing financial reporting, including the processes in place to ensure
the Annual Report and Finandial Statements are fair, balanced and
understandable

— Considering the impact of COVID-19 on key accounting judgements

— Reviewing the effectiveness of external and internal audit processes and
the effectiveness and appropriateness of our systems of internal controls

— Reviewing of Envirgnmental, Social and Governance (ESG) metrics
and assurance

—— Reviewing the Group’s data governance and information security strategy
— Reviewing audit and non-audit fees

The UK's tequlatory landscape continues to evelve and, during the year, the
government consulted on proposals for the extensive reform of audit and
corporate reporting. while, at the time of writing, it is not yet clear what
changes in requlation will materialise, the Committee and management
are challenging ourselves and our external auditor on areas for potential
development, as well as how we might respond te changes in requlation.

Through the annual Board evaluation process (pages 66 to 67), the Board has
again confirmed the effectiveness of this Committee in its role of supperting
the 1 Sansbury plc Board in compliance with its duties

Adrian Hennah
O, Arndt Commtion

] Satnsburyplc’ ' . .~

; Principal role and responsibilities

i The primary role of the Committee is to ensure the integrity of
the financial reporting and auditing precesses and monitor the
effectiveness of the Group’s internal control and risk management
systems. This includes:

— Monitoring the effectiveness of the financial statements of the
| Company, discussing formal announcements relating to the
! Comnpany’s financial perfermance and any significant issues
and any significant judgements contained in them

— Reviewing the Group's financial staterments and the material
financial reporting judgements contained in them

— Advising the Board on whether the Committee believes that this
Annual Report and the financial statements contained within it,
when taken as a whole, are fair, balanced and understandable, and
provide the information necessary for shareholders to assess the
Croup's position and perfutinance, business model and strategy

— Reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process, taking
into consideration relevant UK professional regulatory requirernents

— Developing and implementing a policy on the level, amount and
pre-approval of non-audit services provided by the external auditor

—— Advising the Board on the appointment, reappointment and
removal of the external auditor and the remuneration and terms
of engagement cf the external auditor

— Monitoring the effectiveness of the Group's internal controt
and risk management systems, including whistleblowing and
fraud controls

— Reviewing the scope, activities and results of the Internal
Audit function

— Reviewing the Comrnittee's Terms of Reference, carrymg out
an annual performance evaluation exercise and noting the
satisfactory operaticn of the Committee

— Reporting to the Board on how it has discharged its operations

The Committee's Terms of Reference are available on the Company's
website www.about.sainsburys.co.uk

The Cormrnittee held four scheduled meetings in the year.

Attendance at scheduled Audit Committee meetings:

Adrian Hennah! 3(3)
Brian Cassin 4(4)

Keith Weed 4(4)
David Keens? o ]

The maximum number of meetings held during the year that each Director could attend 15 shown in brackels

1 Adnanjowed the Board on 1 Apni 2021
2 Dawd Keens retred from the Board on 9 July 2021

Committee membership

The members of the Committee are all independent Non-Executive Directors
who, together, have experience and skills relevant to the retail sector.

They alsc have extensive general business and management experience.
Their biographies are on pages 54 to 57 The Beard has determined that
Adrian Hennah has recent and relevant financial experience.

Regular attendees at Committee meetings inciude the Chairman of the
Board, Chief Executive Officer, Chief Financial Officer, Director of Internal
Audit, Risk and Resilience, Director of Group Finance, Company Secretary
and Corporate Services Director. Deputy Company Secretary, the Chief
Information Officer, the Chief Information Security Officer, representatives
of Sainsbury's Bank and the external auditor

1odsy nbatels
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Committee activities

Financial reporting

The integrity of the financial statements and formal announcemenls
relating to financial performance

The Cormmittee reviewed the Annual Report, the Preliminary and Interim
results, and supporting information to assist in these reviews.

Significant financial and reporting matters

The Cornmittee reviewed items relating to pensicns, going concern and
viability and COVID-19-related disclosures. More information can be found
in Significant financial and reporting matters on pages 76 to 77,

Treasury funding and liquidity
The Committee assessed the business’s secured and unsecured borrowing
facilities and their appropriateness in tenor and amount to Group reguirements.

Assumptions and qualifications in support of the viability and going
concern staternents

The Committes assessed the financial projections over three years, which
continues to be an appropriate timeframe for the Staterment of Viability as
approved by the Board. The key factors underpinning the projections beyond
three years were reviewed. More information can be found in the Statement
of Viability on page 51 and the Significant financial and reporting matters on
page 76.

Assessment of whether the Annual Report is fair, balanced

and understandable

Cne of the Committee’s key roles is to advise the Board that it is satisfied
that the Annual Report and Financial Statements are fair, balanced and
understandable (see page 100) and provide the information necessary for
shareholders to assess the Company's position, performance, business
model and strategy. In doing so, the Committee ensures that management
disclosures reflect the supporting detail, and/or challenges managernent
to explain and justify their interpretation and, if necessary, re-present their
position. The external auditor supports this process, in the course cf its
statutory audit, by auditing the accounting records of the Company against
agreed accounting practices, relevant laws and regulations. In addition,

the Committee:

— Reviewed the processes and controls that underpin the Annual Report
preparation including confirmation that the reporting team and
senicr management were fully aware of the requirements and their
responsibilities

— Received a draft of the Report and provided feedback on it, highlighting
any areas that required further clarity. The draft Report was amended
to incorperate any feedback ahead of final approval

— Was provided with a list of the key matters included in the Annual
Report, highlighting both positive and negative influences

— Reviewed and discussed the key factors considered in determining
whether the Report is fair, balanced and understandable

The Committee advised the Board that the Annual Report and Financial
Staternents are fair, balanced and understandable, and that the Directors
have provided the necessary information for our shareholders to assess
the Ccmpany's prospects, business model and strategy.

Risk management and interal controls, and principal
risks and uncertainties

Risk management reviews of principal risks and uncertainties,

and emerging risks and opportunities, compared to corporate plans
See pages 38 to 50.

Reports from the Audit and Risk Committees of Sainsbury’s Bank,
including risk and compliance reporting processes

Sainshury's Bank plc is a subsidiary of the Company, with an independent
Board responsible for setting the Bank’s strategy, risk appetite and annual
business plan. It has an independent Chairman and five Non-Executive
Directors, four of which are independent. The Bank's Chief Executive Officer
and Chief Financial Officer aiso sit on the Bank’s Board. The Bank’s Chief
Executive Officer, supported by the Executive Commitiee, is responsible

for day-to-day rnanagernent of the business.

Jsainsburyplc " o

The Chairs of the Bank's Audit and Risk Cornmittees, the Chief Executive
Officer and the Chief Financial Officer attended meetings of the Committee
and provided updates on critical accounting judgements and estimates,
important operating and regulatory matters, the impact of COVID-19, the
control framewark and environment, and key risks. There is communication
between Sainsbury’s Internal Audit function and its equivalent within the
Bank. See Significant financial and reporting matters on page 76.

External audit

Scope of the external audit plan and fee proposal

The Committee reviewed EY's overall work plan and, through reqular
communication, advised EY of any specific matters which the Committee
was considering from previous audits and current operations. The
Committee approved EV's remuneration and terms cf engagement.

Independence and objectivity

The independence and objectivity of the external audit function is a
fundamental safeguard to the intetests of the Company's sharehclders.

In line with requtation, the previous EY audit partner rotated off the audit
at the end of the 2020/21 audit. The Committee approved the appointrment
of Colin Brown as the new EY partner for 2021/22 in Apnil 2021.

Non-audit services and fees

The Cornmittee has overseen the Company's policy which restricts the
engagement cf EY in relation tc non-audit services. The intention is to ensure
that the provision of such services does not impact on the external auditor's
independence and objectivity. 1t identifies certain types of engagement
that the external auditor shall not undertake, including internal audit and
actuarial services relating to the preparation of accounting estimates for
the financial staterments. It requires that individual engagements above

a certain fee level may conly be undertaken with pre-approval from the
Committee or, if urgent, from the Chair of the Committee and ratified at

the subsequent rmeeting of the Committee. It recognises that there are
some types of work where a detailed knowledge of the Company’s business
is advantageous. The policy is designed to ensure that the auditor is only
appointed to provide a non-audit service where it is considered to be the
most suitable supplier of that service.

The Cornmittee received a report on the non-audit services provided. The
annual aggregate of non-audit fees is capped at 70 per cent of the annual
average of the audit fees for the business for the preceding three-year period.

The majority of the non-audit work undertaken by EY during 2021/22 related
to services provided by EY in the capacity of reporting accountant. The total
non-audit fees were £1.0 million. The audit fees for the year in respect of
the Group and subsidiaries were £3.5 million. A breakdown of the fees is
provided in note 9 of the consolidated financial statements on page 127.

Effectiveness of external audit

The Committee considers the effectiveness of the external auditor on an
ongoing basis during the year, including its independence, objectivity,
appropriate mindset and professional scepticism. The Committee has
regards to the:

— Experience and expertise of the external auditor

— Quality of their direct communication with, and support to, the Committee
-— Content, insights and value of their reports

— Fulfilment of the agreed external audit plan

— Robustness and perceptiveness of the external auditor in their handling
of key accounting and audit judgements

— Interaction between management and the external auditor, including
ensuring that management dedicates sufficient time to the audit process

— Provision of non-audit services
— Evaluation of the effectiveness of the external auditor
— Other relevant UK professional and regulatory requirements

The Committee conducted an audit effectiveness review. The review
included the distribution of questiormaires to those Directors and managers
in the business directly involved in the audit. The questionnaires sought
feedback on their experience with the external auditer, considering areas
such as the knowledge and experience of the audit team, audit strategy
and planning, and the quality of communication. Management collated the
responses and reported back to the Board.
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As aresult of the review, it was determined that EY maintained good
working relaticnships and had demonstrated strong technical understanding,
including within the Tax and Bank component teams. Opportunities for
improvements in the planning process were positively discussed between

EY and Sainsbury's management during the audit debrief, with steps being
taken on both sides to drive further improverments to the process going
forward. EY were robust in their questioning and previded good suppert
whilst challenging management effectively. The Committee concluded

that EY remained effective, objective and independent in their role as
external auditor.

The Cormmittee has confirmed compliance with the provisions of the
Statutory Audit Services Order 2014.

Recommendation of the reappointment of EY as auditor

The Committee has recommended to the Board the reappointment of EY as
auditor for the 2022723 financial year. A resolution to this effect will be tabled
at the 2022 AGM.

Tender of external auditor

EY was appointed as the Cornpany’s external auditor in July 2015, following

a tender process. We are next required to undertake a tender in 2024 or we
may do so at an earlier time as determined or required by the Company.

Internal Audit

Director of Internal Audit, Risk and Resilience

The Director of Internal Audit, Risk and Resilience reports to the Cormmittee
Chair and has direct access to all members of the Committee. The purpose,
autherity and respensibility of Internal Audit are defined in the Internal
Audit Charter, which the Committee reviews annually.

Internal controls framework
Infermation on our internal contrels framework is on page 77.

Management's responsiveness to Internal Audit's findings

and recommendations

The Committee was provided with updates on internal Audit’s findings,
key agreed actions and the status of all actions at each meeting.

Internal Audit Plan
The scope of the Internal Audit Plan and subsequent amendments were
reviewed by the Committee.

Effectiveness of the Internal Audit function

The Committee reviewed Internal Audit resources, work programme and
results, The Director of Internal Audit provides an annual overview of Internal
Audit's performance to the Audit Committee, including key performance
indicators and stakehalder feedback Improvement and actions required are
highlighted and used to assist in reviewing the effectiveness of Internal Audit.
The Committee concluded that Internal Audit centinued to be effective.

Other

Audit Committee’s effectiveness

The review of the Committee’s effectiveness formed part of the Board
evaluation. See pages 66 and 67,

Significant issues raised through the whistleblowing process

The Committee received updates at each meeting on any significant
whistleblowing matters. The Committee Chair receives earlier notification
of matters that may develop into a significant incident. No issues arose
that required the Committee to be updated ahead of a scheduled meeting.

All issues were escalated to the relevant manager for investigation. The
availability of the Rightline whistleblowing facility was communicated across
the business during the year.

Data governance and information security

Updates on the data governance and information security programme
were provided during the year, including updates on strategic risks,
third-party assurance, cyber security, the plan for legacy assets, access
controls and security.

Ongoing material litigation
The Committee is appraised on all matertal litigation and potential impacts
on financial reporting disclosures. These are also provided to the Board.

Jsainsburyplc "~ .. e L

Compliance with the Groceries Supply Code of Practice (GSCOP)

GSCOP sets out how large retailers should manage certain aspects of their
relationship with grocery suppliers. Each retailer to which it applies has tn
appoint a Code Compliance Officer (CCO) whose duties include hearing
disputes between suppliers and the retailer. Sainsbury’s has appointed the
Director of Internal Audit, Risk and Resilience as its CCC.

GSCOP requires that the business delivers an annual compliance report to
the Groceries Code Adjudicator (GCA), as approved by the Chairman of the
Audit Committee, and a summary must be included in the Annual Repart
and Financial Statements. This is set out below.

Summary Annual Compliance Report

Sainsbury’s GSCOP compliance framework is based on a collaborative
relationship with the GCA, ciear policies and procedures, mandatory training
and reqular monitoring and reporting of compliance. Sainsbury’s alse has
specific internal resource who provide all relevant colleagues with day-te-
day advice and guidance.

We continue to engage positively with the GCA on GSCOP matters and work
collaboratively to address any concerns and improve our processes through
our reqular catch ups. We also proactively contact the GCA for dlarification
and guidance. We were pleased to be recognised by suppliers, through the
GCA's 2021 annual survey, as the retailer with the highest overall compliance
with GSCOP.

This year, as part of our Food First strategy, we conducted structured
planning with some of our branded suppliers. To support these discussions,
additional training and guidance was developed in conjunction with the
Legal team to help ensure compliance with GSCOP throughout the process.
Feedback from suppliers on the programme was provided by the GCA and
changes were implernented to strengthen processes, communication and
oversight mechanisms.

In March 2021, Sainsbury's agreed to adhere to the GCA's voluntary code

on forensic auditing from 6 March 2021, alongside all other in-scope retailers.
This imits the auditing of suppliers’ trading accounts for monies owed to

ne mere than the current and previous twe financial years. Suppliers were
notified of this change during the financial year, the comritrment is reciprocal,
and suppliers must agree to limit their own audit activity in return.

The challenges on global supply chains, including those for Groceries, have
been widely reported during the year. Sainsbury's Buying and Supply Chain
teamns worked clesely with suppliers to maintain supply and te minimise
the impact on customers. Senior legal representatives continue to be
involved in providing support and advice to the business, as well as reqular
commurications to suppliers reminding them of their obligations and our
ways of working.

Relevant policies are reviewed and updated on at least an annual basis and
are made available to colleagues. This is supported by Sainsbury's GSCOP
training, which is compulsory for colleagues who are part of the Buying tearm
and for colleagues who are directly or indirectly involved in decisions that
impact GSCOP. As a result, over 1,800 colleagues completed appropriate
training during the year. GSCOP training is reviewed and refreshed annually.
We alse established clear consequiences for training non-compliance.

Regular meetings are held between the CCO, Legal, Internal Audit and the
Commercial Planning team to identify and assess emerging risk areas and
an established compliance monitoring programme is embedded within the
business. The Operating Board and Audit Committee are updated four times
a year on GSCOP matters.

31 potential breaches were reported in 2021/22 (eight in 2020/21). Of the

31 potential breaches of GSCOP, three were deemed Lo be outside the Code
and three were still in progress at the end of the financial year, atthough
two were subsequently resolved. The increase in potential breaches was
primarily driven by the supplier planning process, referenced earlier.

Of the 27 complaints that were in scope of the Code the majority were
resolved within our Trading Division using standard escalation precedures
with the remainder being resolved through discussions between the CCO and
the supplier. None were pursued as formal disputes with the CCO or referred
tc the GCA for arbitration. Causes of potential breaches are reviewed to
identify areas for improvement.
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significant financial reporting matters and judgements

3 Sainsbury plc -

The areas of focus and actions taken by the Committee in relation to the 2022 Annual Report are outlined below. The Committee was satisfied in each case

with the accounting and disclosure in the financial staternents.

Area of focus

Presentation of financial statements

The Group uses Alternative Performance Measures (APMs) and includes
additional disclosures, including reconciliations to statutory measures,
see pages 203 to 207.

See note 5, Profit before non-underlying items, on page 118.

Pensions accounting

The Group's balance sheet shows a pension surplus of £2,283 million,
which comprises £11,693 million of assets, and £(3,410) million of ligbilities.
This compares to a net surplus in the prior year of £744 million.

See note 37, Retirernent benefit obligations, on page 178.

Going concern and viability

Going concern and viability projections are produced bi-annually and
monitored regularly, especially given the ongoing uncertainties surrounding
COVID-19.

See Staterment of Viability on page 51.

Sainsbury’s Bank reporting
The Bank's impairment provisioning for customer loans is a significant risk
and is subject to complex IFRS 9 accounting requirements

COVID-19-related disclosures
The panderic continued to affect the Group’s operations throughout the
year and remained an area of uncertainty at the start of the new year.

Actions taken

The Committee considers it important te take account of both the statutory
measures and the APMs when reviewing these financial statements.

In particular, iterns excluded from underlying results were reviewed by the
Committee and it is satisfied that the presentation of these items is clear,
applied consistently across years and that the level of disclosure is
appropriate. The net non-underlying profit this year was £124 million

(2021 restated: net charge of £521 million). Excluded items are detailed

on pages 118 to 121. The most significant items relate to income recognised
in relation to legal disputes, and charges recognised in relation to the
continuation of restructuring programmes announced during the pricr year.

The Committee gave particular attention fo the FRC Thematic Review of
APMs published during the year to ensure the Group's APMs are not
presented in ways that give them greater prominence than amounts
sternming from the financial staternents; that specific, taillored explanations
for the inclusion of individual APMs are provided; and that APMs are
reconciled to the most directly reconcilable line items.

The Committee reviewed a summary of the actuarial assumptions used
in arriving at the valuation for the defined benefit pension scherme and was
satisfied that they are reasonable.

The Committee undertock a detailed review of the financial liquidity of the
business over the viability assessment period of three years, taking into
account cash flows, current levels of debt and the availability of future
finance. The viability assessment was discussed by the Committee in March
2022 and scenarios to be stress-tested through the business’s corperate plan
were agreed. The cutcomes were discussed in April 2022 which included
specific scenarios in relation to COVID-19.

The Committee receives updates on the key agenda items discussed at the
Bank’s Audit Comrnittees. These include accounting judgements and
estimates and important operating and regulatory matters such as liquidity,
cash flows, capital adequacy and risk management processes.

The accounting judgements and estimates reviewed by the Committee
included impairment of loans to Bank customers. Sensitivities for
impairment provisions, including potential impacts from COVID-19, are in
note 30 of the accounts on page 152

The Group's core businesses include essential retailing and financial services,
sectors which have remained operaticnal throughout the year. However,

it is impertant to consider the impact of COVID-19 on the annual financial
statements, in particular, the measurement of assets and liabilities and the
ability of the business tc continue as a going concern.

The Committee has continuead its work, debate and challenge as usual

The impact of COVID-18 on the Group, so far as it can be disaggregated,

is detailed throughout the Annuai Report.

Prior year restatements
The prior year financial statements have been restated this year in relation
to two areas:

1 Removal of business rates from onerous property contracts in line with
[FRIC 21 “Levies™;

2 Notional cash pocling arrangements, for which it was concluded that
presenting the cash and overdrafts on a net basis was inappropriate.

Impairment of non-financial assets

Impairment of assets is a source of estimation uncertainty. A review for
impairment triggers is performed at each reporting date by questioning
if changes in the circurnstances suggest the recoverable value of certain
assets may be less than their carrying value. See note 17, Impairment of
non-financial assets, on page 139.

The Committee reviewed the accounting for, and disclosure of, prior year
restatemnents in relation to business rates and notional cash pooling
arrangements. See note 2 of the accounts on page 113 for further information
on prior year restatements.

The Committee review summary reports produced by managerment
detailing the outcomes of the impairment assessment. N6 Group
impairment triggers were identified in the year.

Equally, goodwill was separately tested for impairment at the year-end as
required under LAS 36, which includes goodwill recognised in relation to the
acquisitions of Sainsbury’s Bank, Home Retail Group and Nectar. The Committee
challenged the key assumptions used in the impairment review, and whether
the outputs were in line with management's overall understanding of the
relevant business areas. No impairments were identified.
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Internal controls framework

The internal controls framework encompasses controls relating to financial
reporting, preparation of consolidated Group accounts, operations and
compliance, risk management and Sainsbury’s interests in joint ventures,

The Audit Committee reviews the effectiveness of internal controls on an
ongoing basis and monitors any rernedial action required. An overview of
key elernents of the control framework is set out below.

Our control environment
— The Board discusses and approves the Company's strategy, plans,
objectives, budget and the risks to achieving them

— Group-wide policies covering delegations of authority, anti-bribery
and corruption and key compliance Tequirements such as keeping
information safe and HR policies set clear parameters for colleagues

— Management regularly reviews risks to achieving objectives, with
mitigating controls identified and actions taken

Controls embedded in the business
— Palicies, procedures and controls are embedded within business
processes

— Specific teams, such as Central Retail and Techmcal Operations, support
the design and implementation of specific controls across the business

— Training programmes are provided to support implementation and
compliance with key policies, processes and controls

Monitoring and oversight

— Complance with policies, standards and controls is monitored and
evaluated in finance, accounting, treasury, information security and
safety management

— The Business Performance Review forum provides oversight and approval
of capital spend

— The Capital Returns forum moniters the outcome of capital spend

— Quarterly commercial reviews by Executive Directors of financial and
operational perfermance cover all business areas

— Oversight and governance committees have delegated responsibility

far manitoring key nisk areas such as the Data Governance, Group Safety,
Operaticnal Resilience and Treasury Committees

J sainsburyplc ' . -

Our assurance framework

— QOperating Board members certify annually that the corporate risk map
accurately reflacts their view of key risks across the business, that they
are respensible for managing risks relevant to their division and that
internal controls exist to provide reasonable, but not absolute, assurance
that the risks in their areas of responsibility are appropriately identified,
evaluated and managed

— The Board and the Committee review any significant fraudulent activity
and whistleblowing by colleagues, suppliers or other parties, including
alleged incidents of bribery. and actions being taken to remedy any
control weaknesses

— Reports from management are presented to the Operating Board and
Audit Committee on how we manage material risks

— Management and the Audit Committee review the scope and results of
the work of Internal Audit across the Company and of the implementation
of their recormmendations

— The Committee reviews the scope and results of the wark of the external
auditor and any significant issues arising

Hodsy nbajens
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Annual Statement from the

3 Sainsbury ple . -

Remuneration Committee Chair

Dear Shareholder

This has been a year of unprecedented change.
Thraughout, we remained focused on delivering
enhanced value for all our stakehelders: our customers,
our colleagues, the communities in which we operate,
and our shareholders.

You will read in this Annual Report about the issues we faced due to the
ongoing COVID-19 pandemic and the fresh challenges that arose during
the year as a result of the changing marketplace. I would like to thank our
colleagues for their hard work and commitment that enabled us to deliver
for our custorners day in, day out, which has significantly contributed to
our strang performance over the year.

We are one year into our three-year plan to put food back at the heart of
Sainsbury’s and as the economic climate changes and the cost of living
keeps on rising, we are committed to supporting our customers and
colleagues every way we can. It's against this backdrop that we made reward
decisions during the year. As always, the Remuneration Committee seeks

to take a measured and responsible approach to executive pay, considering
decisions from the perspective of all our stakeholders as well as the external
environment And as a business, we are particularly focused on ensuring
that colleagues throughout the organisation are recognised and fairly
rewarded for the important roles that they play in our success.

Remuneration highlights
Executive pay

— Executive pay is directly linked to the Company strategy and 2021/22

cutcomes are aligned to the perfermance delivered

— The proposed full-year dividend of 13.1 pence is the highest dividend
the business has paid for five years

— The Remuneration Commuttee has applied downward discretion to
remove £100 million of net COVID-18 benefit from both the annual
borus and the LTIP outturn

- Executive pay changes — 2022 salary increase of 3.5 per cent for
hoth Exacutive Directors is below that of the broader workforce.
On appointment, Simon Roberts’ salary was over 10 per cent lower
; than the previous Chief Execute’s salary, and total fixed pay 25 per
cent lower. Simon waived his 2020/21 annual bonus. Kevin 0'Byrne’s

! pension will be aligned to the wider workforce by the end of this year

| Colleague pay
. — We are the first major supermarket to pay colleagues the Living
Wage, wherever they work in the UK

—- Qur base rate is now £10 per hour nationally — ahead of the Living
wage of £9.90 - and our London base rate is £11.05, in line with the
London Living Wage

— Sainsbury’s hourly-paid retail colleague pay has increased by 25 per
cent and Argos by 31 per cent over the past five years — with over
£200 millicn invested aver the last two years

— Continued enhancernent of benefits including changes to colleague
discount and pay while on Family Leave

Strong year of delivery for our stakeholders

Customers and community

As COVID-19 continued to impact our daily lives, we remained focused on
keeping our customers and colleagues safe. We have continued to invest in
price, supporting customers as the cost of living has accelerated. Last year
we launched Sainsbury’s Quality, Aldi Price Match which matches Aldi on
popular products and we continue to run regular Price Lock campaigns to
give custormers certainty on the price of a broad range of everyday and
essential itemns for at least eight weeks.

It is also important to us that we continue to support our charttable partnerships
and the communities in which we operate. Over the 2021/22 financial year, we

raised over £38 million for good causes across all our programmes. This year we
have also worked with Comic Relief to support the humanitarian crisis in Ukraine,
doenating £2 million.

Colleagues

I'm really proud to be able to say that all Sainsbury’s and Argos retail store
colleagues can earn at least the Living Wage, regardless of where they work
in the UK. As a retail business with over 171,000 colleagues, our wage bill of
£3.6 billion is our largest operating cost and is 11.9 per cent of our sales, s¢
any change to the base rate is a material investment decisicn, but we know
that paying our colleagues fairly is not only the right thing to do but also
drives business perfermance.

In recent years, we have invested significantly in retail colleague pay —
Sainsbury’s base rates have increased by 25 per cent over the last five years
and Argos by 31 per cent and we have removed age-related pay. Last year
we invested over £100 million improving the base rate and making three
Thank You payments to recognise the efforts of our colleagues during the
pandemic. And this year we will make another over £100 million investment
in hourly-paid retail colleagues. Our base rate is now £10 per hour nationaily
— ahead of the Living Wage of £3.90 - and our London base rate is £11.05,

in line with the Lendon Living Wage.

Qver the year we made some other changes to further support our
colleagues, including improving pay under cur Family Leave policy and
enhancing our colleague discount benefit — the year-round discount of

10 per cent now increases to 15 per cent for five days around every pay day.
This certainty regarding periods of higher discount enables colleagues to
plan and budget and has been warmly welcomed by colleagues. These are
just part of the comprehensive benefits package offered to all colleagues.

Shareholders
The Remuneration Cocmmittee, as always, has made its remuneration
decisions with reference to the experience of shareholders,

We delivered a strong set of results for the year, with underlying profit before
tax rising by 24.6 per cent to £730 million against 2019/20 and retail free cash
flow rising to £503 million. The proposed full-year dividend of 13.1 pence
adds to the robust total dividends delivered to shareholders over the course
of the pandemic and is the highest dividend the business has paid for five
years. However, for the reasons outlined below, the Committee decided to
make a downward adjustment to financial metrics for remuneration purpeses.

Continued focus on sustainability

2021/22 was another important year in our long-term cbjective to be Net Zero
by 2035. Our Plan for Better sets out our sustainability goals across our whole
business, outlining our priority areas of focus. our key commitments and

our progress.

In recegnition of the importance of these objectives, last year we included

a number of Plan for Better measures in the senior executive long-term
incentive plan, and similar measures are included this year. As a Committee,
we recognise that this is an area of evolving practice and we will continue to
monitor how these metrics influence behavicurs and cutcomes to ensure that
they are cperating as intended and delivering results in line with our strategy.

Executive remuneration in 2021/22

As in prior years the Remuneration Committee has sought to take a measured
and rounded approach te performance assessment when determining
incentive outcomes to ensure that they are fair and proportionate.

For the bonus in respect of 2020/21, the Committee exercised discretion to
adjust the outcome under the profit element of the borus to partially exclude
certain exceptional, non revenue-generating COVID-18 costs. This adjustment
was made o better reflect the underlying performance of the business and
the shareholder experience.

For the 2021/22 bonus the Committee once again reviewed both actual
perforrmance and the context for delivery. The underlying profit reflects an
extremely strang result, especially when considered aiongside the strategic
progress made in the year. However, there was alse a recognition that.

in contrast to last year, the pandemic had resulted in an unbudgeted
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net-positive impact on performance, pnmarily due to sustained higher food
consumption in the home This net benefit was estimated to be £100 million
after adjusting for COVID-15 costs.

After a detailed review, the Committee determined that it would use ils
discreticn to adjust both the short and long-term incentive outcomes
toreflect this £100 million benefit. This approach has been adopted
notwithstanding the fact that the preposed shareholder dividend is based
on the full, non-adjusted profit outcome of £730 million.

The Committee is satisfied that the total remuneration received by Executive
Directors in respect of 2021/22 is a reasonable reflection of performance over
the period, taking into account both the current unusual market conditions and
the positive progress that has already been made against our strategic plan.

Annual bonus

Prcfit acceunts for SC per cent of the overall benus, with 20 per cent based
on retail free cash flow and 30 per cent based on a strategic scorecard.

0On a forrnulaic basis, the profit elerment and the retail free cash flow clement
would both have paid out at 100 per cent. As a result of the £100 million
adjustment noted above, the outcome under the profit element is reduced to
80 per cent whilst the retail free cash flow elernent remains at 100 per cent,
reflecting the strong cash generation over the period.

The 30 per cent of the bonus based on a strategic scorecard is made up of
customer metrics, colleague metrics and individual strategic abjectives. The
Committee considered a number of data points when reviewing performance,
including the growth in custormer satisfaction scores in Sainsbury’s and
Argos, our colleague engagement score and improvernents in gender and
ethnicity representation. The Committee has determined that both the
customer element and the colleague element should pay out at 9 per cent
each {out of a possible 10 per cent).

Under Simon Roberts’ leadership, the Company has made sound progress
against the Win in Food strategy and, one year into our three-year plan,

we are on track to meet all eight of our financial and operational targets. The
Committee reviewed Simon's and Kevin's performance against their individual
strategic objectives and determined they had both delivered their objectives
and exceeded expectations. Therefore, the Committee agreed a pay out of

9 per cent {out of a possible 10 per cent) for both Executive Directors.

This results in an overal! bonus of 87 per cent of the maximum for both
Simon and Kevin. As Simon waived his entitlement to a bonus for 2020/21,
it 1s difficult to make year-on-year comparisons.

2019 Future Builder

As with the 2018 Future Builder scheme, the impact of COVID-19 could not
be anticipated at the point that the 2018 Future Builder targets were set.

On a formulaic basis, the vesting multipher would have been 3.3 (out of

a maximurn of 4.0} or 82.5 per cent of maximum, reflecting strong EPS,
retail free cash flow and ROCE and cutperfermance of cost savings targets.
Consistent with the approach taken for the borus, the results under the EPS,
ROCE and retail free cash flow elements were adjusted downwards by

£100 millien, to reflect the pandemic-related benefit described above.

This resulted in a significant reduction in the EPS element as well as a reduced
ROCE outturn. Maximum vesting was achieved on retail free cash flow and cost
savings. Overall the result is a reduced performance multiplier of 2.8 {out of a
rmaximurm of 4.0), meaning this award vests at 70 per cent of the maxirnurn.

2022/23 Remuneration

Both Executive Directors will receive a 3 5 per cent salary increase in 2022.
This is below the increase of at least 5.3 per cent that hourly-paid retail
colleagues recelved and in line with the increase for other senior management
roles. Kevin O'Byrne’s pension will reduce again this year and it will be fully
aligned to the colleague rate of 75 per cent of salary by the end of the 2022
calendar year. Simon Roberts’ pension was set at 7.5 per cent on his
appeintment. As previously disclosed, on appointment Simon Roberts’
salary was over 10 per cent lower than previous Chief Executive’s salary, and
total fixed pay 25 per cent lower. He alsa waived his 2020/21 annual bonus.

Last year, we introduced the 2021 Win in Food incentive plan which linked long-
term remuneration to the eight metrics used to track the successful execution
of the strategy communicated in Novernber 2020. For Executive Directors,

80 per cent is based on the four key financial measures (tetail free cash flow,
ROCE. EPS and cost savings) and the remaining 20 per cent is subject to key
strategic indicators (market share, customer, colleague and Plan for Better).

J Sainsbury plec

These metrics will once again be utilised for long-term share awards in 2022.
The Committee reviewed the performance targets and made sorme changes
to ensure the targets remain appropriately stretching.

For 2022723, the Lhef Executive Officer will be granted a long-term share
award of 250 per cent of salary and the Chief Financial Gfficer 225 per cent,
in line with the current shareholder-approved Remuneration Policy.

Pay across Sainsbury’s

The Remuneration Committee considers wider colleague reward when
determining pay arrangements for the Executive Directors and this remains
a fundamental part of our approach to pay.

During the year, the Committee reviewed the Group's Ethnicity and
Gender Pay Gap Report and were pleased to see an improvernent in the gaps.
To ensure sustained improverment, the Company has set stretching
representation targets and these form part of our long-term incentives

for serior exacutives. Further details can be found on page 83 of this
report and also on our website.

AGM and Rernuneration Policy

While the resolution on the Directors’ Remuneration Report received the
support of the significant majority of our shareholders at the 2021 AGM,

the Remuneration Committee noted that a rminority were unsupportive.
Investor concerns primarily related to the bonus outcomes for 2020/21.

The Committee did consult with major investors last year prior to determining
the 2020/21 incentive outcomes, and the decisions were only taken once
there was sufficient comfort that the majority of those consulted were
suppartive of the approach.

Shareholder views werte again carefully considered when the Committee
determined the incentive outcornes for the 2021/22 financial year, in
particular the adjustment made for the net COVID-19 benefit. Over many
years, the Committee has been keen to understand and take on board
the views of our shareholders before making significant decisions on pay.
The Committee intends tc continue its dialogue with shareholders now
and in the future years.

Our Remuneration Policy was approved at the 2020 AGM and will be due for
renewal at the 2023 AGM. We will be reviewing cur policy during the coming
year and appropriately consulting with sharehclders on any changes.

Dame Susan Rice
Chan, Rerruneration Cormnmilees

The Committee held four scheduled meetings within the year, together with
a number of unscheduled meetings. Attendance of Directors at scheduled
Remuneration Committee meetings:

Susan Rice 4(4)
Tanuj Kapilashrami 4(4)

Jo Harlow 4(4)

The maximum purrber af meetings held during the year that each Director could attend is shown e brackets

i

i Principal role and responsibilities

— Determining and agreeing with the Board the Rermuneration Policy for
the Chairman, Executive Directors and the Operating Board Directors

— Setting individual remuneration arrangemients for the Chairman,
Executive Directors and Operating Board Directors

— Reviewing and noting the pay and benefits applying to colleagues
across the Company and taking these into account when determining
execulive pay

— Approving the service agreements of each Executive Director, including
termination arrangements

— Considering the achievement of the performance conditicns under
annual and long-term incentive arrangements

The Committee’s Terms of Reference are available on the Company’s
website www.about.sainsburys.co.uk.
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Summary of 2021/22 remuneration decisions

Pay element 202122 decisions

Salary — Simon Roberts — £875,000 and Kevin O’'Byrne — £657.403

Nosalaryincreasesfor g salary increase was awarded 1o Executive Directors in March 2021 in line with other management and central colleagues
—Executive Directors— T

Amnual bonus — The 2021/22 bonus outturm was 87 per cent of the maximurn for Simon Roberts and Kevin O'Byrne

Rward of 87 per cent — The Committee exercised negative discretion to adjust the financial results to exclude the unbudgeted net-positive impact of

of maximum COVID-19, which was estimated to be £100 millien. The profit element paid out at 40 per cent {out of 56 per cent). Without this
adjustment, the profit element would have paid out at 50 per cent {out of 50 per cent)

— As aresult of excellent cash managerment during the year, the retail free cash flow element paid out at the maximum,
20 per cent (out of 20 per cent), despite the downward adjustment

— The Committee determined an outturn of 9 percent for each of the customer metrics and colleague metrics (each out of
10 per cent). Simen Roberts’ and Kevin O'Byrne's individual annual objectives paid out at § per cent {out of 10 per cent),
resulting in an overall strategic scorecard cutturn of 27 per cent {out of 30 per cent)

— Further details of the honus measures and outturn can be found on pages 84 and 85

GRAPH REMOVED _

LTIP/Future Builder — Consistent with the approach for the annual bonus, the Committee exercised negative discretion which reduced the EPS,
Vesting at 70 per cent ROCE and retail free cash flow alements by £100 million to reflect the pandemic related benefit described above
of maximum

— The overall impact of the adjustment was to reduce the formulaic vesting from 82.5% to 70% of maximum
— Further detail on the cutcomes is set out on page 85

GRAPH REMOVED

Total remuneration for 2021/22

When considering year-on-year comparisons for Simon Roberts, it should be noted that the 2020421 figures do not represent full-year remuneration
{as he was appointed during the year) and he waived his bonus. On a full-time equvalent basis, had he not waived his bonus, his single figure for 2020721 would
have been £2,898k — see page 84 for further details

siman Roberts® Kevin 'Byma?
£000 £000

mﬂ!ﬂ‘l‘zl o 2021722 2026/21

Fixed pay Salary - ) 7 875 673 655 657
Benefits 24 13 23 17

Pension _ 66 50 131 148

Performance-related pay ?r@l bbnus S 1,675 0 N 1,029 828
____ LTre/Future Builder 1,147 - 589 1,327 682
Totalpay o o 3,787 1325 3,167 2%

1 Sinon Roberts was appointed to the Board on 1 june 2070
2 Kewin O'Byrne volunteered to take the whole of hus 2020/21 annual bonus in deferred shares which vest after two years to further align his interests with those of sharehclders
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Summary of remuneration for 2022/23

Pay element

Approach for 2022/23

Salary

3.5 per cent increase
for Executive Directors
(below that of
colleagues)

Benefits
No changes

Retirement benefits
Chiel Execulive OlTicer
aligned with wider
workforce, Chief
Financial Officer aligned

— Executive Directors received a 3 5 per cent salary increase for 2022/23, below the at least 5.3 per cent for hourly-paid retail
colleagues but in line with the pay review for senior management

— As a result of a change to the pay review and bonus payment dates for all management colleagues, the salary effective date
for Executive Directors has moved from the start of the financial year to 25 May 2022. Executive Director salaries effective
from this date:

— Simon Roberts — £905,625
— Kevin O'Byrne — £680,412

— No changes to current arrangements

— 5alary supplement in lieu of pension for new hires, including Simon Roberts, is aligned with the rate available to the majority
of colleagues. This is currently /5 per cent of salary

— As disclosed previously, the rate for Kevin O'Byrne will be reduced from 25 pert cent to 7.5 per cent of salary over time.
For 2022/23 it has reduced from 20 per cent to 17.5 per cent of salary until the end of the 2022 calendar year, when it will
reduce to 75 per cent

by end of 2022
Annual bonus — Performance is based on profit (50 per cent), retail free cash flow (20 per cent) and strategic scorecard (30 per cent)
No changes — Bonus paid 50 per cent in cash after the year-end and 50 per cent deferred into shares for two years
— Maximum opportunity of up to 250 per cent cf salary per annum
— The maximum award for 2022/23 is:
— Simon Roberts — 220 per cent of salary
— Kevin O'Byrne — 180 per cent of salary
LTIP: 2022 — Awards are subject to a three-year performance period followed by a two-year retention period
Leaders Share Award  __ /a.imum award of up to 250 per cent of satary per annum
No changes — Awards are structured as core awards, with a performance multiplier of up to four times. The 2022 maximum awards are:
— Simon Roberts — core award of 62.5 per cent of salary (max 250 per cent)
— Kevin 0'Byrne — core award of 56 .25 per cent of salary (max 225 per cent)
— The performance metrics and weightings remain unchanged frorn 2021 and are fully aligned to our Win in Food strategy
— The Committee has increased the cumulative retail free cash flow targets for 2022 compared to 2621
T - - Threshold- ) Maximum
target 1.0 target 4.0
Measure Weighting x award X awan_‘l B
Cumnulatwe retail free cash flow? 20% £1,250m £1,650m
ROCE! 20% 6.75% 975%
Underlying basic EPS! 20% 198p 26.5p
Cost reduction? . 20% 80bps improvement 280bps improvernent
Strateqic indicators © 20% Based on market share, custemer, colleague and Plan
for Better, Further details set cut on pages 87 and 88
1 These measures are defined in the Aiternative Performance Measures section of the Annual Report on pages 203 to 207
2 jmprovement on 2018/20 results, due to COVID-19 impact on 2020421 and 2021/22
Shareholding — The Executive Directors are required to build a significant shareholding in the Company. For the Chief Executive Officer this is
guidetines three times salary, and for the Chief Financial Officer this is two times salary
No changes — Post-employment shareholding guidelines were introduced following the 2020 AGM. Executives are required to hold shares
equivalent to their in-employment shareholding guideline for two years post departure. This requirement applies only to
shares acquired from Company incentive plans
Recovery provisions — The Executive Directors’ incentive arrangements are subject to malus and clawback

No changes

1oday nbajens
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Remuneration in context

Our reward objectives
Our objective is to have a fair, equitable and competitive total reward package that encourages colleagues to serve and help every customer, drives profitable
sales and provides oppertunities for colleagues to share in Sainsbury's success.

Executive remuneration principles

The above reward objective applies to our senior executive population as well. In addition, the Committee believes it is important that a significant portion
of the Fxecutive Directors’ package is performance-related, delivered in shares and that the performance conditions applying to incentive arrangements
support the delivery of the Company’s strategy and long-term shareholder value.

The Remnuneration Policy for our senior executives is therefore based on the following principles:

: Atigned to | Encourages the :
Linked to our " ourvalues and | right behaviours Secures high Enables share
business strategy culture to deliver calibre leaders : ownership
long-term growth '

Linking executive pay to our business strategy

The Committee carefully considers the performance metrics incorporated into the annual benus and long-term incentive plan to ensure they support our
strategic prionties. The annual bonus is linked to key financial and individual strategic objectives, while the long-term incentive plan rewards for delivery
against our key strategic objectives and therefore includes all eight of the key performance metrics that we use to track our success. The achievernent of
these metrics supports long-term sustainable performance and value creation for our shareholders.

Key considerations
when reviewing the Remuneration Policy for Executive Directors and determining the approach to pay. in line with the Code, the Committee gives
consideration to the following:

— simplicity and transparency: The Remuneration Pclicy has been designed to incentivise senior executives to achieve clearly defined financial,
operational and strategic objectives. The Committee reviews performance metrics and targets each year to ensure that they continue to be
clear and aligned to the delivery of the strategy. The changes we introduced for the 2021 Win in Food incentive plan demonstrate this

— Alignment to our purpose, values and culture: Sainsbury’s has a clear purpose and strong value set resulting in a unigue culture which plays
an essential role in achieving our strateqy. Our culture is underpinned by cur Purpose {our core reason for being); our Valued Behaviours
(what we want from our people); and being a Great Place to Work (encouraging colleagues to want 1o be their best). The Committee ensures
our pay practices drive the right behaviours in line with our values ang culture

— Risk mitigation: The Committee reviews and sets performance targets each year to ensure that they drive the right behaviours and are
appropriately stretching without encouraging urnecessary risks. Under the annual bonus and LTIP the Committee has the ability to adjust
incentive outcomes to ensure that they are reflective of the underlying financtal and non-financial performance of the participants and the
Company. The Committee believes that this discretion is an important feature and mitigates the risk of unwarranted vesting outcomes.

In addition, in the event that certain risk events come to light the Committee may operate recovery provisions on all incentive awards. This has
heen dermonstrated by the Committee over the last two years

! — potential outcomes; When setting, and subsequently implementing, the policy for sentor executives, the Committee considers our business

' goals, the retail market and competitors, the potential and actual outcome and cost to the Company, stakeholder views and best practice.
The Committee believes it is important to exercise sound judgement at all stages during the process to ensure that executive pay levels
appropriately reflect parformance and are aligned with the interests of sharehclders

Fair pay for colleagues

when considering rermuneration arrangerments far Fxecutive Directors, the Comrmnittee reviews the pay and conditions of colleagues at all levels throughout the
Company and takes these into account. The Committee receives regular updates regarding any major changes to the pay and benefits of colleagues and has
been kept informed of all pay decisions relating to treatment of colleagues during the COVID-19 pandemic, along with the incentives that were introduced for
drivers in both supermarkets and distribution centres. The Committee also reviews information on internal measures, including details of our ethnicity and
gender pay gap and the ratio of Chief Executive Officer remuneration to the remunetation of our colleagues. and considers how these compare externally.

Sainsbury’s employs ever 171,000 colleagues who work hard to deliver for our customers. The Committee recognises that our colleagues are the cornerstone
of our business and essential to the overall success of our plans The remuneration objectives for our colleagues follow the same principles as the policy for
the Executive Directors. Pay and benefits reflect the nature and contribution of the role and take intc account levels of pay in comparable roles in the market,
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Reward and benefits §
— All colleagues are entitled to base salary, pension and a range of benefits lg
— Managers participate in annual bonus plans which are aligned under a common set of principles ;'é
— Senior executives also participate in our Long-Term Incentive Plan é

— We offer colleague discount in Sainsbury's, Argos and Habitat and during 2021/22 colleagues saved over £55 million — around £300 on average.
In 2021/22, we improved colleague discount, increasing the year-round discount of 10 per cent to 15 per cent for five days around pay day

. — During the year, we improved sur Family Leave policies to pravide enhanced support to our colleagues

Recognition, development and wellbeing

— Throughout the pandemic, we have protected, supported and recognised our colleagues

— Being a place where colleagues love to work is really important to us and we recognise colleagues who go the extra mile and bring our values to
life through LOVE, our colleague recognition scherne. During 2021/22 we issued over 342,000 instant rewards and 11,000 exceptional performance
awards to colleagues, along with appreciation gifts. This equates to a cash vaiue of over £6 million

— The Company provides suppart for menlal and physical wellbeing through a variety ot mechanisms and we have an Employee Assistance
Prograrmme. During the year we also launched guidance on dealing with the menopause for both line managers and colleagues

— We want to support colleagues in their career goals and operate a number of development programmes including one designed to support retail
colleagues locking to move inte front line management and leadership roles

Hoday FURULIACY

Pensions and life assurance
— Participation in a pension plan is offered to all colleagues on a contributory basis, with the Company contribution varying by grade
— Hourly-paid store colleagues are offered a matching scheme up to 75 per cent of salary
— We have ¢. 115,000 colleagues in our pension plans
1 -~ Coleaques in our pension plan also receive six times life assurance (one times if not in a pension or in an auto-enrolled scheme)

Share ownership

— All cotleagues have the opportunity to becorne shareholders in the Company through our all-employee share plans

— Around 26,000 colleagues participate in cur Sharesave plans, representing an uptake rate of 17 per cent

— Colleagues can also participate in Sainsbury's Share Purchase Plan (SSPP), which is our name for the partnership element of the Share Incentive Plan

SIUBLLAIeIS |EIURUY

Ethnicity and gender pay
— Our colleagues are paid according to their role not their gender or ethnicity
— The ethnicity pay gap shows the difference in the average hourly rate of pay of ethnically diverse colleagues compared to that of white colleagues. Our

2071 mean ethnicity pay gap is -0.9 per cent (down from 0.4 per cent} and our median ethnicity pay gap is -2.8 per cent {up fremn -3 1 per cent). Location
plays a key part in explaining the gap, as nearly 40 per cent of our ethnically diverse colleagues work in our London stores earning a location prernium

— Our 2021 mean gender pay gap continued to improve year-on-year to 8.5 per cent (down from 9.7 per cent), as female representation at higher
grades has improved. Our median gender pay gap has also reduced to 4.7 per cent {down from 5 per cent). Like a lot of companies our gap 1s
caused by the fact that we have more men than wormen in cur most senior roles, more women than rmen in cur hourly-paid roles, and more men
in hourly-paid specialist roles that attract premiums, such as ontine delivery drivers

— The Board is commutted to improving gender and ethnically diverse representation. Our aim is to have 50 per cent of our Operating Board and
50 per cent of our Directors and Senior Managers to be women. At the year-end, these figures wera both 48 per cent. Ethnically diverse colleagues
make up only 8.2 per cent of our senior leadership population and we have much more work to do to reach our target of 12 per cent by 2024

CEO pay ratios
— Our CEQ pay ratio of 183:1 reflects the size and make up of our colleague base. The ratic has increased compared to the 2020/21 ratio, primarily due

to the fact that our CEQ, Siman Roberts, waived his entitlernent to an annual bonus for 2020/21 and the 2019 Future Butlder has vested at a higher
level than the previous year

— The 25th, 50th and 75th percentiles ranked by total remuneration are all stere-based hourly-paid colleagues

Colleague engagement

— The Board recognises the impartant role our colleagues play in the success of Sainsbury’s. 1t lakes colleague engagernent and the views of
colleagues seriously. We communicate reqularly with colleagues to provide information about our strateqy, our performance and on operational
matters as well as asking for feedback on how colleagues are feeling. Further details are set out on pages 13 and 25 of the Annual Report

— Our Great Place to Work groups operate at store level rolling up o a national group (which is our Workforce Advisory Panel), which meets with
Board members on a Tegular basis to discuss current issues. Whilst we do not formatly consult with colleagues on the setting of the Executive
Director Remuneration Policy, we have used these discussion groups for Nor-Executive Directors to engage with colleagues directly on executive

! remuneration to give thern the apportunity to share their views and opinions. The last listening session covering executive pay was held in
May 2021 and the next one is in July 2022

— Colleagues are able to become shareholders in the Company and can comment on the policy in the same way as other sharehotders
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Annual Report on Remuneration
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Single total figure of remuneration for Executive Directors (audited information)

When considering year-on-year comparisons for Simon Roberts, it should be noted that the 2020/21 figures do not represent full-year remuneration

{as he was appointed during the year) and he waived his bonus. On a more consistent like-for-like basis his 2020/21 remuneration would have been £2,898k
{assuming full-year salary, benefits, pension and full-year 2020/21 bonus; we have still included his actual LTIP vesting even though the grant value relates

to being an Operating Board Director and not Chief Executive Officer).

The 2021/22 total pay fiqure includes share price appreciation within the LTIP value. Over the relevant period the share price has increased by 27 per cent,

aligning remuneration with the sharehelder experience.

The table below shows a single remuneration figure for all qualifying services for the 52 weeks to 5 March 2022, together with comparative figures for the

52 weeks to 6 March 2021.
Simon Roberts* Kevin O'Byrne
£000 £000

o Notes 20211‘2; ;DZ,D’;{,, o 2021/22 2020/21
Base salary - 875_ _ 673 657 B57
Bemefits - I 24 13 23 17
persion - 66 50 e B
Total fixed pay 965 736 811 822
Annual bonus 2 1,675 0 1,029 828
LTIP/Future Builder - B 1 1147 589 1,327 582
Total variable pay 2,822 589 2,356 1,510
Totat 3,787 1325 3,167 2332

1 Berefits include a combination of cash and nen-cash benehts, valued at the taxable value For all Executive Directors, this includes a cash car allowance (£15.259) and private medical cover. [n 2021/22. on a one off
basts tn line with the approach taken for all colleagues in that year, both Simoen Roberts and Kevin O'Byrne recetved a payment for two days of haliday which could not be taken in the previous year due to the

demands of COVID-19

2 Annual bonus relates to performance during the finanaial year, pard in June following the relevant year-end Normally 50% 15 paid 1n cash and 50% in bonus shares which vest after two years Kevin O'Byrne
volunteered to take the whole of his 2020/21 annual borus 10 bonus shares which vest after two years to further align his interests with those of shareholders

3 Thelong-Term Incentwe Plan value retates to the Future Builder award vesting in Aprid/May following the end of the retevant financial year, which s the third year of the perfarmance peried. The awards are then
subject to an additional two-year retention period for Executive Directors This two-year retention period will not apply to %imon Roberts' 2018 or 2018 award as he was an Opetating Board Director at the time of grant
The figures include accrued dividend equivalent shares over the performance period The 2020421 LTTP figure has also been updated from the faurth guarter average share price to the actual share price on the vesting
date of 28 April 2021{£2 354) The 2021/22 values are based on the average share price over the fourth gquarter for 2021/22 of £2.790 The values shown above reflect the share price growth since grant of, -£214k for

Simon Roberts and -£247k for Kevin Q'Byrne

4 Simaon Roberts total remuneration for 2020/21 was based an the perad since his appaintment as Chiel Executive Officer on 1 June 2020 Simon waived his full-year bonus for 2020421 The 2020421 Futura Builder
value shown relates to an award granted in May 2018 in respecLof Simon’s previous tole when he was an Operating Board Director. For transparency the full value of the award s shawn The 2021422 Future Builder
value shown relates to an award granted in May 2019 1n respect of his previous role when he was an Operating Board Drector.

Base salary (audited information)

Salary

effective from

7 March 2021

Sirnon Roberts £875,000

Kevin O'Byrne £657,403
Pension

Since his appointment as Chief Executive Officer, in lieu of pension plan
participation, Simon Roberts has received 7.5 per cent of salary, which is in
line with the majority of the wider workfarce. For 2021/22, Kevin O'Byrne
received 20 per cent of salary in lieu of pension plan participation. As detailed
elsewhere in this report, his pension will reduce during 2022/23 to align with
the workforce.

Benefits

For 2021/22, benefits for Executive Directors included the provision of
company car benefits, private medical cover, leng-term disabilty insurance,
life assurance and colleague discount.

Annual bonus for 2021/22 (audited information)

For 2021/22 the rmaximum annual bonus award opportunity for the Chief
Executive Officer was 220 per cent of base salary and for the Chief Financial
QOfficer the maximum opportunity was 180 per cent of base salary. Normally
50 per cent of any bonus is paid in cash and 50 per cent is paid in shares
which are deferred for two years.

The performance measures for 2021722 were profit (50 per cent), retail free
cash flow (20 per cent) strategic scorecard (30 per cent comprising colleague,
customer and individual each being 10 per cent)

After the end of the financial year the Remuneration Comrmttee undertook
a review of performance to deterrnine annual benus outcomes for Simon
Roberts and Kevin O'Byrne. As detailed below, the Committee identified
that a bonus was payable to the Executive Directors. As in pnior years the
Remuneration Committee has sought to take a measured and rounded
approach ta performance assessment when determining incentive
outcomes to ensure that they are fair and proportionate.

For 2021/22 the Committee identified that the COVID-19 pandemic had
resulted in an unbudgeted net-positive impact on performance, primarily
due to sustained higher food consumption in the home. The net benefit
was estimated to be £100 million. After a detailed review the Committee
determined to reduce the financial results to remaove the positive impact.
The following table surmimarises the final outcomes for the Executive
Directors after this application of discretion.

Outcome  Simon Roberts  Kevin O'Byrne

% o_f overali max) £000 £000

Profit 40% 7473

Retail free cash flow 0% 385 237

Strategic scorecard - 27% 520 319

Total 87% 1675 1,029
Profit performance

The table below sets out the threshold and stretch profit targets and the
actual profit outcome after the adjustment explained in the Remuneration
Committee Chair's letter.

Adjusted

Threshold Stretch Outcome

£m £m £m

Profit* 550 650 630

1 Underlying profit before tax reduced from £730m 1o £620m for haniis prrpases This measurois
detined in the Alternative Performance Measures section of the Annual Report on pages 203 to 207
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Retail free cash flow

The table below sets out the threshold and stretch retail free cash flow
targets and the actual outcome, after the adjustment explained in the
Remuneration ammittee Chair's letter.

Adjusted

Threshold Stretch Outcome

£m £m £m

Retail free cash flow? 130 180 403

1 Reduced from £503m to £403m for banus purposes These measures are defined in the Alternative
Performance Measures section of the Annual Report on pages 203 1o 207
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Strategic scorecard

The strategic scorecard (30 per cent of the overall bonus) consists of
customer, colleague and individual cbjectives, equally weighted.

The table below sets out a summary of the achieverments of the Executive
Directors in refation to these objectives as assessed by the Remuneration
Cormmittee. The Committee has determined an award of 27 per cent out of
a possible 30 per cent for both Executive Directors.

Shared objectives

Customer

Championed customer service in Sainsbury’s and Arges. The customer satisfaction score for Sainsbury’s

Outturn

9% (out of 10%)

improved by more than the target of 200bps vs 2019/20 baseline and the score for Argos improved by

more than the target of 100 bps vs 2020/21 baseline

Colleague

Increased overall colleague engagement score by 200bps and made positive progress in inclusion scores

9% (out of 10%)

in the three We're Listening surveys that colleagues participated in during the year

Improved gender and ethnically diverse representation at senior levels. See page 14 for further details

Simon Roberts

Kevin O'Burne

Sainsbury’s grew market share ahead of the other
Big 4 grocers

Year-on-year improvernent in value compared

to competitors

Director-specific

Exceeded cost savings target

Siman Robieirts‘
9% (out of 10%)
Kevin O'Byrne-

9% (out of 10%)

Delivered strong results through the Finance
Transformation programme

Achieved significant cost savings, exceeding
target, despite delays due to COVID-19 related
supply chain and retail challenges

Good control of capital expenditure in line
with plan

Completed a thorough raview of the Financial Services business and concluded that it was in the best
interests of shareholders to retain Sainsbury's Bank

2019 Future Builder (2019/20 to 2021/22 performance period)
(audited information)

The 2019 Long-Term Incentive Flan is known as Future Builder. Around 230
senior managers across the business participated in this arrangement
Awards are granted under the Long-Term Incentive Plan approved by
shareholders in 2016. A core award of shares is granted, calculated as a
percentage of salary and scaled accerding to level of seniority Vesting of
the core award is dependent on performance against specific targets tested
at the end of a three-year performance period. The core awards can grow
up to four times at stretch levels of performance. For Executive Directors,
any vested award is subject to a two-year retention peried.

The 2019 Future Builder award was subject to ROCE, EPS, retail free cash
flow and cost savings targets. In addition, & performance gateway had to
be achieved befcre any element could vest. Consistent with the approach
adopted for the 2018 Future Builder and as disclosed in last year's Directors’
Reruneration Report, the ROCE and EPS targets have beenre-stated on a
like-for-like basis to reflect the adoption of the new accounting standard,
IFRS 16. The Committee is comfortable that the re-stated target ranges are
comparable to the griginal target ranges set on the basis of the previous
accounting rules.

As outlined in the Remuneration Committee Chair's letter, a number of
factors were considered when determining the vesting outturn. The
Committee determined that it was appropriate to adjust the outturns
downwards to reflect the estimated £100 rmillion net-positive impact of
COVID-18, in line with the approach taken for bonus. Without this downward
adjustment, the vesting outturn would have been a multiplier of 3.3 out of
4.0 (82 5 per cent of maximurn). As a result of this negative adjustment the
ROCE and EPS ocutturns decrease, while the retail free cash flow and cost
savings targets are met in full resulting in a performance multiplier of 2.8 out
of 4.0 (70 per cent of the maximum). The Cormnmittee reviewed the cutcome
of the awards in the context of the Company's performance this year and
determined that this was an appropriate outcome.

The table below sets out the extent to which each performance measure was achieved.

T:?_OCE1
Underlying basic EPS!

Cumulative retail free cash flow!

Cumulative strategic cost savings

Performance gateway

Multiplier

Threshold Maximum achieved

target target foutof a

(1.0x core (4.0x core Formutaic Adjusted maximum

Weighting award} award) outcome outcome 4.0%)

25% 675% 975% 84% 7% 05x

25% 215p 285p 254p 219p 03x

25% £900m £1,400m £1,759m £1,658m _10x

25% £600m £750m £1,188m £1188m 10x

The Remuneration Committee must be satisfied Achieved
that the Company’s underlying performance over
the period justifies the level of vesting o
Total 28xoutofa

maximum of 4.0x

1 These measures are defined in the Alternative Performance Measures section of the AnnLal Report on pages 203 to 207
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Shareholding guidelines
| (audited information)
The Exccutive Directors are tequired to build up a specified level of
shareholding in the Cornpany. This is to create greater alignment of the
Ditectors’ interests with those of shareholders, in line with the objectives
of the Remuneration Policy

| The guidelines mn the 2020 Directors’ Remuneration Policy require the
Chief Executive Officer to have a holding of three times salary and other
I Executive Directors to held shares with a value of two times salary,

Executive Directors are required to hold all vested share awards (net of
tax) until the guideline has been met. in addition to shares held, Borus
Share Awards (and previcusly granted Deferred Share Award) and LTIP
awards where the performance period has ended count towards the
guideline (on a net of tax basis).

Simon Roberts currently holds 1.4x salary following his appointment as
Chief Executive Officer in 2020. Kevin O'Byrne was appointed to the Board
in January 2017 and has now met the shareholding requirermnent.

Post-departure, Executive Directors will be expected to maintain a
shareholding equal to their quideline (or actual shareholding if lower) for
two years post-employment irrespective of the reason for leaving This
reguirement will apply to shares acquired from Cormpany incentive plans.

Remuneration in 2022/23

Base salary

When considering salaries the Commttee takes account of a number of
factors, with particular focus on the general level of salary increases
awarded throughout the Company. Where relevant, the Committee also
considers external market data on salary and total remuneration but the
Committee applies judgerment when considering such data.

For 2022/23 Simon Roberts and Kevin O'Byrne will receive a 3.5 per cent
salary increase. This is below the at least 5.3 per cent award to retail
hourly-paid colleagues and in line with senior management. The pay
review date for all management colleagues, including Executive Directors,
has changed from the start of the financial year to 29 May 2022 to align
pay review and bonus timings

Salary

effective from

2%9May 2022

Simon Roberts £905,625
Kevin O'Byrne £680,412

Pension

Under the 2020 Remuneration Policy, the pension supplerment for any future
appointments is capped at 7.5 per cent of salary, in line with the opportunity
offered to the majority of the workforce. This is the rate that Simen Roberts
receives as Chief Executive Officer.

As disclosed previously, on appointment Kevin 0'Byrne received a
contractual cash supplement of 25 per cent of salary, in line with the policy
in place at the time, In recognition of the new policy, Kevin has agreed to a
reduction in his pension supplement overt a peried of time to the rate offered
to the majority of the workforce (75 per cent of salary). From March 2022
Kevin's supplerment reduced to 175 per cent until the end of the calendar
year, when it will reduce further to 75 per cent.

Benefits

Benefits for Executive Directors in 2022/23 are unchanged and will include
the provision of company car benefits, private medical cover, long-term
disability insurance, life assurance and colleague discount.

J Sainsbury plc *

BAR CHART REMOVED

Annual honus

The annual bonus for 2022/23 will operate on the same basis as 2021/22.

It will be based 50 per cent on profit, 20 per cent on retail free cash flow and
30 per cant on strateqic cbjectives (equally weighted between customer,
colleague and individual objectives)

The maximurm annual bonus award opportunity for the Chief Executive
Officer is 220 per cent of base salary and for the Chief Financial Officer

is 180 per cent of base salary. 50 per cent will be paid in cash and 50 per cent
in shares deferred for two years.

The profit and retail free cash flow targets are set against the Company's
expected performance and are subject to a rigerous process of challenge
befere the proposals are considered by the Board. The targets are set such
that considerably stretching performance in excess of internal and external
forecasts is required for maximum payout. The strategic objectives ensure
that management continues to focus on operational priorities which
contribute to the achievernent of Group performance over the short and
long term.

The Board is of the opinion that any performance targets for the current year
annual bonus are commercially sensitive as the Company operates in a highly
competitive, consumer-facing sector. The disclosure of targets would provide
competitors with insights into the Company's strategic aims, budgeting and
growth projections. However, in line with previcus years, the Company will
retrospectively disclose the targets in next year's Annual Report.
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2022 Leaders’ Share Award

Last year's Long-Term Incentive Plan (LTIP} was known as the 2021 Win in
Food incentive plan which was aligned to our new strategy and it included
all eight key metrics that we use as a measure of cur success in delivering
against our updated strategy. As a one-off, we enhanced core award levels
and increased participation in the plan, extending eligibility to a further 1,200
senior leaders.

For 2022, we will retain the same plan structure and metrics and geing
forward it will be known as the Leaders’ Share Award. In 2022, circa 230
colleagues will participate in the plan. For Executive Directors 80 per cent of
the plan will be based on the four key financial measures (retail free cash
flow, ROCE, EPS and cost savings). The remaining 20 per cent of the plan will
be subject to key strategic indicators {market share, customer, colleague and
Plan for Better).

] Sainsbury plc " -

The award level for the Chief Executive Officer will be unchanged for 2022
Simaon Roberts will receive a core award of 62.5 per cent of salary {maximum
250 pert cent of salary). As disclosed last year, Kevin O'Byrne’s core award
level was increased in 2021 to 62.5 per cent of salary and for 2022 will change
t0 56.25 per cent of salary (maximum 225 per cent of salary).

The Leaders’ Share Award is subject te a two-year retention period following
the end of the three-year performance period. This will result in awards to
Executive Directors being released after a five-year period.

The Committee has set stretching targets against these measures for the
2022 awards as shown below. The cumulative retail free cash flow target for
2022 has been increased compared to 2021.

Threshold Maximum
Weighting i 25% of elemnent vests mﬂ"ITf ele:nsn;vfeéts B
Cumulative retail free cash flow!  20% £1250m - £1,650m
ROCE* 0% 675% - - 975%
Underlying basic EPS* éﬁ% i 198p - 265p
Cost reduction? 20% - 80bps improvernent o 2&5bp§ improvement
Strategic indicators 20% — Market share — ta?gets are commercially sensitive but we mtend to provide full disclosure.
{equally of targets at the end of the performance period
weighted) — Customer satisfaction - improverment of 0 to 200 bps in Sainsbury's score and 300 to 500

bps in Argos score

- - Colleague - progress against our existing 2024 representation targets (see below)
and assessrment of further representation improvernents in 2025. Maintain colleague
engagement scores

— Plan for Better — progress against our Scope 1 and Scope 3 and plastic reduction targets

(see below)

1 These measures are defined in the Alternative Performance Measures section of the Annual Report on pages 203 to 207,

2 Improvement on 2019/20 results, due to COVID-19 impact on 2020/21 and 2021722

In line with previous grants, the Remuneration Cormmittee must be satisfied
that the Cornpany's underlying performance over the period justifies the
level of vesting; vesting will be reduced if this is not the case. When making
this judgement the Committee has scope to consider such factors as it

deems relevant. The Committee believes that this discretion is an important
feature of the Long-Term Incentive Plan arrangement and rnitigates the risk
of unwarranted vesting outcomes. This performance gateway assessment
applies to all sutstanding LTIP awards.

Target - senior leadership positions

Coileague representation targets

Target — senior management positions

(top 230 leaders} {1,200 leaders beneath senior leadership}

Female 50% _ E%,,
Ethnically diverse 12% o 12%
Black 3% 3%
Plan for Better Baseline Threshold S,"Etci,
Scope 1 - GHG emissions - 554,936 (tC0.e) 18/19 FY B 382,403 345,258
Scope 3 — GHG emissions 26,663,081 (tC0.0) 18/19 FY 23,783,081 - 23,108,004
Plastic — Own Brand Food & General Merchandise & Clothing £9,839 Own Brand Food 2018 CY/ 55,871 41903

— tonnes of plastic packaging

GM&C 2020 CY

oday nBajens
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2022 Leaders’ Share Award performance measures
(definitions for other awards can be found in the relevant Annual Report)

Cumulative retail free cash flow

— Retalil free cash flow measures the total flow of cash in and out of the business as well as providing an assessment of underlying profitability

— Retail free cash flow for these purposes is net cash generated from retail operations, after perpetual security coupons and cash capital expenditure
but before strateqic capital expenditure. It includes payments of lease obligations, cash flows from joint ventures and associates and Sainsbury’s
Bank capital injections. It is measured on a cumulative basis aver the three-year performance period

Return on capital employed (ROCE)
— ROCE reflects the returns generated for shareholders and measures the efficiency of capital use
— Itis defined as return divided by average capital ermployed where:
— Return is defined as 52-week underlying profit before interest and tax
— (Capital employed is defined as Group net assets excluding the pension deficit/surplus, less net debt (excluding the perpetual securities).
The average is calculated on a 14-point basis
— More information can be tound in the Alternative Pertormance Measures section of the Annual Report on pages 203 to 207

EPS
— EPS directly reflects returns generated for shareholders

— Underlying basic EPS is underlying profit after tax attributable to the equity holders of the parent, divided by the weighted average number
of ordinary shares in issue during the year

Cost reduction

— Cost reduction will be measured as an improvement in Retail selling, general and administrative (SG& A} costs as a percentage of retail sales
(including VAT, excluding fuel). Costs also exclude fuel, bonus and share-based payments expenses, non-underlying items and Group
support functions. Given the abnormal nature of 2020/21 and 2021/22, improvement will be assessed against 2018/20 results

Market share
— Sainsbury's rmarket share (valume) based on Nielsen panel data

Customer
— Based on an annual weighted average of Sainsbury’s CSAT and Argos CSAT (excluding Bank and Tw)

Colleague
— Internally we measure representation at senior and middle management grades for gender, ethnically diverse and Black colleagues.
Colleague engagement is measured using our annual We're Listening survey

Plan for Better
— Further details on the measures can be found in the Plan for Better section of the Annual Report



Governance

Non-Executive Director remuneration

Single total figure of remuneration for Non-Executive Directors (audited information)

J Sainsbury ple /-

The table below shows a single remuneration figure for all qualifying services for the 52 weeks to 5 March 2022 for each Non-Executive Director, tagether with

comparative figures for the 52 weeks to 6 March 2021.

2021122 2020121

Fees' Benefits? Total Fees' Benefits® Total

£000 £000 £000 £000 £0C0 £000
Niqrtin Scicluna 480 o] 480 480 O o 480
Brian Cassin B 68 58 68 o o 68
Jo Harlow 83 0 83 83 ] 83
Adrian Hennah? _ 76 1 77 - - -
Tanuj Kapilashrami? 68 0 68 47 0 47
David Keens® L 30 2 32 _ 88 2 90
Susan Rice 107 4 ] 111 107 3 110
Keith Weed* 68 0 68 47 0 47

Pard 1 relation 1o the year

The benefits for the other Non-Executive Duectors Telate to the reimbursement of travelling expenses to Board meetings held at the Company's registered office.

Tanu) Kapilashrami and Keith Weed were appointed to the Board on 1 1uly 2020 and the figures guoted for 2020/21 Telate to the period from thewr appaintment to 6 March 2021
David Keens stepped down from his role on @ Juty 2021 and the figures quoted for 2021/22 relate to the penod up to s departure

1
2
3 Adnan Hennah was appointed to the Board on 1 Aph] 2021
4
S

In March 2021, the Chairman’'s and Non-Executive Directors” fees were
reviewed but no increase was applied, in line with managerment.

Non-Executive Directors receive a base annual cash fee; additional fees
are paid to the Senior Independent Director and to the Chairs of the Audit,
Remuneraticn and Corporate Responsibility and Sustainability Committees.

The Chairman and Non-Executive Directors receive no berefits other than
a colleague discount card and reasonable business travel expenses.

Chairman and Non-Executive Director fees for 2022/23

In early 2022 the Chairman's and Non-Executive Directors’ fees were reviewed.
Anincrease of 3.5 per cent was approved for the Chairman and the base fee
for the Nen-Executive Directors in line with senior management colleagues.
Reflecting the growing importance of the role to our business, the additicnal
fee for the Chair of the Corporate Responsibility and Sustainability
Committee increased from £15,000 to £18,500, bringing it in line with the
Audit and Remuneration Committee Chair fees. The new fee levels are
effective from 29 May 2022 (changed from the start of the financial year)

The following table sets out the fee levels which are effective from
29 May 2022.

Fees effactive
from 29 May
_ ez
Chairman C pa07.0%3
Base fee ) B £70,64é
Senior Independent Director fee (addit'gal)i B £19500
Chair of Remuneration Committee fee (additional) - £19,500
Char of Audit Committee fee (additional} ~ £19,500
Chair of Corporate Responsibility and Sustainability B £19,500

Committee fee (additional)

Non-Executive Directors’ shareholdings and share interests
The heneficial interest of the Non-Executive Directors, in the shares of the

Company are shown below.

Ordinary shares' ) o
F’:ﬂa}ch 2021 5 March 2022 27 April 2022
Martin Scicluna © 15000 15,000 15,000
Brian Cassin - 25000 25000 25,000
1o Harlo_w o o 8.000 8,000 8000
Adrian Hermah2 N - _15,_000 15,000
Tanuj Kapilashrami - o 5.000 10,500 10,500
David Keens® 100000 100000 NiA
Susan Rice j 4000 4000 4000
Keith weed 2446 2446 2,446

1 Ordinary shares are beneficial holdings which include the Directors’ personal holdings and those of their

spouses and rminor children
7 Adnan Hennah was appointed to the Board on 1 April 2021

3 Dawid Keens stepped down from his role on 9 July 2021 and the figures i the March 2072 column show

his share interests on his leave date

yodsy nbajels
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Pay in the wider organisation

Chief Executive pay ratio

The following table provides pay ratio data in respect of the Chief Executive
Officer's total remuneration {as shown in the single figure tabie on page 84
compared Lo the rermuneration of the 25th, 50th and 75th percentile of

UK colleagues. All three of these colteagues are store-based hourly-paid
colleagues, with the 50th percentile and the 75th percentile colleague earning
additional premiums such as unsociable hours premium and driver premium.

Jsainsburyple - .. -

The year-on-year increase in the ratio for 2021/22 reflects that the Chief
Executive Qfficer's single figure for 2020/21 was suppressed following his
decision to waive his annual bonus. In addition, the figures include exceptional
payments made during the year, including in 2020721 hourly-paid colleagues
received three Thank You payments relating to COVID-19.

25th percentile pay ratio

50th percentile pay ratio

75th percentile pay ratie

Financial year Methed B _(Iower quartile} (median)ir (upper quartile)
2019/20 Option B! 1731 1731 153:1
2020/21F Cption B! _ 122:1 1221 107:1
2021/22 Option B! 202:1 1831 178:1

1 Option B as defined in the regtatinns

2 The Chief Executve Officer's smgle hgura for 2020/21 used for the purposes of the pay ratwo calculations was determined as Mike Coupe's satary, pension and benefits in respect of the period he setved as
Chief Executive Officer (to 31 May 2020) plus Stmon Roberls' salary, pension and benefis inrespect of the period he served as Chief Executive Officer (1June 2020 to & March 2021) In order to provide a suitably
representative figure the LTIP portion was based on Mike Coupe's LTIP award vesting in 2021 removing the effect of pro-rating in order to provide a full-year value If the full-ime equivalent 2020421 single figure

quoted for Simon Roberts on page 84 had been used, the median pay ratio would have been 152 1

The colleagues used to calculate the pay ratios were identified using our 2021
gender pay gap data. In line with the requlations, our 2021 gender pay gap
data identifies employees using a snapshot date of 5 April 2021. This method
has been chosen as it makes use of cur gender pay data which provided a
readily available and robust dataset.

Afull-time equivalent total pay figure was calculated for each of these
colleagues using the single figure methodology. The approach includes base

salaries, pension contributions and any relevant pay premiums. To ensure
these three colleagues were a suitable representative of their quartile, the
total pay figures calculated were compared against a sample of colleagues
either side of the three identified colleagues.

The following table provides base salary and total remuneration information
in respect of the 25th, S0th and 75th percentile colleagues, on a full-time
equivalent basis.

Financial year ) - Remuneration Chief Executive’
2021122 Base salary £875,000
Total remuneration £3,787,000

25th percentile pay ratio 50th percentile pay ratio 75th percentile pay ratio

(lower quartile) o (median) (upper quarilg) _
£18,155 £19,588 £20.703
£18,780 £20,680 £21,306

The Remuneration Committee considers pay ratics as one of many reference
points when reviewing executive remuneration and considers that the
median pay ratio for 2021/22 is consistent with the pay, reward and
progression policies for the Company. Due to the nature of the role of the
Chief Executive Officer, the Committee believes that it is important for a
significant portian of the Chief Executive Officer’s remuneration package

to be performance-related and aligned to the long-term, sustainable success
of the Company. As aresult, the Chief Executive Officer's single figure
fluctuates each year depending on the Company’s performance and the
outturns of the incentive plans and this will impact the pay ratic reported

in any single year.

Percentage change in Executive and Non-Executive Director remuneration
The table below shows the percentage change in the salary, benefits and bonus of Executive and Non-Exacutive Girectors between (i) 2019/20 and 2020721
and (ii) 2020/21 and 2021/22 compared with the percentage change in the average of each of those components of pay for all our colleagues.

Percentage change in remuneraticn
fromm 2020/21 - 2021/22

Percentage change in remuneration
frorm 2019/20 - 2020/21

Salary

Benefits Bonus Salary Benefits Bonus
% change % change* % change % change % change* % change
Sirnon Roberts? - - 7 N!.ﬂ_u NiA N/A 00% 42.7% ;\UA
Kevin OByrme - - 11% 00% 222.2% 00%  293%  243%
Martin Scicluna - i 11% 00% N/A 00% 0.0% N/A
Brian Cassin 7 B 11% B D?]% N/A Oﬁ) 00% N/A
Jo Harlow ) - 28% -100% NIA 0.0% 0.0% NIA
Adrian Hennan® - - - - NA NA L NA
Tanuj Kapilashrami i ) /A A WA 00%  00% NA
David Keens ) o 09% 882% WA 0.0% A52%  NA
SsusanRice B 7% T27%  NA 00% 617% N/A
Keith Weed? o - NA NIA N/A 00%  00% NA
All colleagues? - - 40% 153% 3081% 12% 219% 520

1 SmonRoberts, Tany Kapilashrarm and Kewth Weed were all appomted during 2020721 and therefore no annual change 1s shovn for 2020421 For the purpose of meaningful comparisen between 2021422 and 2020/21,

the 202021 figures have been pro-rated up to reflect the full year

2 Adran Hennah was appointied Lo the Board on 1 Apnl 2021 and therefore no annual change ts shown for 2021/22

3 Al colleague figures relate to averages based on number of full-time equivalent colleagues These compansons will be materially impacted by the grade mu of colleagues Winle the 2020/21 ta 2021422 salary change
shows a decrease, hourly paid colleagues recelved an increase of 2.2 per cent in March 2021 and there was no annual pay review for management. In both cormpanisan years, the benefits change figure shows a decrease
but there was no change to the benefits affered Note, any one-off payments made have been excluded from these figures

4 Non-Executve Direclors receive no benefits other than a colleague discount card and reasenable business travel expenses The percentage change figures are in respect of the Non-Executive Directors’ taxable
business travel expenses only The sigmficant reductions reported for 2020421 reflact the reduction in business travel during the year
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Relative importance of spend on pay

] Sainsburyplc/ - .

The table below illustrates the year-on-year change in total colleague pay (being the aggregate staff costs as set oui in note 36 to the financial statements)

and distributions to sharehalders (being declared dividends).

Colleague pay

2020/21 2021722
o £m £m % change
3,752 3,600 -4.1%

2020721

232

Distribution to sharehalders

2021/22
£m % change
238 26%

Performance and Chief Executive remuneration

The graph shows the TSR performance of an investment of £100 in J Sainsbury plc shares over the last ten years compared with an equivalent investment
in the FTSE 100 [ndex. The FTSE 100 Index has been selected to provide an established and broad-based index. The graph also includes data for the FTSE
All-Share Food & Drug Retailers Index. The Company is a constituent of both indices. The table details the total remuneration for the Chief Executive over

this period.

LINE GRAPH REMOVED

2015/16

CEG 1213 20114 2014/15°
Single figure remuneration S Roberts - - -
(F000) M Coupe - - 1507

JKing 4366 3,006 405
Benus/Bonus Shares/DSA S Roberts - - -
award as a percentage M Coupe _ _ 6%
of maximum ‘

JKIng 84% 73% 0%
LTIP vesting percentage S Roberts - - -
of maximum M Coupe _ _ 0%

1King 44% 40% 0%

2,802

206/17 201718 201819 2019/20 20201210 202122
- - - - 1325 3.787
2354 3,630 3569 2,999 1,447 -
- - - - 0% 87%
35% 57% 56% 22% 0% -
- - - - 60% 70%
225% 42.5% 55% 65% 60% -

1 For 2004415, Justin King's figures relate Lo the trne he was Chief Executive Officer and, consistent with the single figure table, the figures for Mike Coupe relate to the whole of 2014/15, he was Chiefl Executive Officer

from 9 July 2014

2 For 2020421, Simon Robert's figures relate to the hme he was Chief Executive GFNicer dunng 2020421 and. consistent wath the single figure table. the figures for Mike Coupe relate to the time up until s departure

on 2 July 2020
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Governance - the Remuneration Committee

Committee membership

The Rernuneration Committee during the year comprised Susan Rice (Chair),
Jo Harlow and Tanuj Kapilashrami. All members of the Committee are
independent Non-Executive Directors.

Timn Fallowfield, Company Secretary, acts as secretary to the Committee.
Martin Scicluna, Simon Roberts, Angie Risley (Group HR Director), the
Director of Reward and the Director of Group Finance are invited to attend
Committee meetings either fully or partially. The Committee considers their
views when reviewing the remuneration of the Executive Directors and
Operating Board Directors. Indwiduals who attend Remuneration Committee
meetings are not present when their own remuneration is being determined.

The Committee typically meets four times each year, or more often as
required. The Committee has a calendar of standard items within its remit
and in addition it held in-depth discussions on specific topics during the
year. In 2021122 there were a number of unscheduled meetings regarding
changes to the Operating Board as well as discussions on performance
outturns for annual bonus and the Long-Term Incentive Plan. The Committee
complies with relevant regulations and considers the Code and best practice
when determining pay and policy.

Statement of voting at general meeting

] Sainsbury plc ~ - o

Advisers to the Remuneration Committee

The Committee is authorised by the Board to appoint external advisers
if it considers this beneficial. Gver the course of the year, the Committee
was supported by its appointed adwisers, Deloitte LLP (Deloitte). Deloitte
were reappointed by the Committee as advisers in 2013 following a
competitive tender.

Deleitte are members of the Remuneration Consulting Group and, as such,
operate under the Code of Conduct in relation to executive remuneration
consulting in the UK. During the year, the Committee reviewed the advice
provided by Deloitte and has confirmed that it has been objective and
independent. The Cormnmittee has alse determined that the Deloitte partner
who provides remuneration advice to the Committee does not have any
connections with the Company that may impact their independence. The
Committee has reviewed the potential for conflicts of interest and judged
that there were appropriate safeguards against such conflicts.

During the year they provided advice to the Committee on a range of topics
including remuneration trends, corporate governance, incentive plan design
and incentive plan rules. Their consultants attended all of the Committee
meetings. In relation to their advice, Deloitte received fees of circa £65,000
(fees are based on hours spent). During the year, Deloitte provided the
Company with unrelated advice and consultancy in respect of information
technology. operating models, data analytics and taxation.

The table below sets cut the votes on the Annual Report on Remuneration at the 2021 AGM and on the Directors’ Remuneration Policy at the 2020 AGM
The Committee is keen to hear the views of all shareholders and continually reviews the Remuneration Policy and its implernentation.

Vates for Votes against Votes abstained

Remuneration Report (2021 vote)

Remuneration Policy {2020 vote)}

B8061% 1939% -
1,452 rmillion 349 miilion 0.7 million
9700% 3.00% —
1,636 million 51 million 6.0 million

Directors’ contracts

Executive Directors have rolling contracts which are terminable on 12 months’ notice by either party. Non-Executive Directors are appointed for an initial
three-year period, which may be extended for a further term by mutual consent. The initial appointments and any subsequent reappointments are subject
to annual election or re-election by sharehclders. Non-Executive Directors’ appointments may be terminated at any time by giving three months’ written

natice by either party; six months’ in the case of the Non-Executive Chairman.
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Executive Directors’ shareholdings and share interests {(audited information)

(%)
The table below sets out details of the Executive Directors’ shareholdings and a surmmary of their cutstanding share awards at the end of the 2021/22 financial o
year. Further details of the moverments of the Executive Directors’ share awards during the year are set out on page 95 &
=
Crdinary shares’ Scheme interests? _r§
LTIP awards LTIP awards —
with with
performance performance
Bonus Share  Deferred Share period period
- - 6 March 2021 5 Marcp 2022 27 April 2022 Awards? z\lvqrds* completed® outstanding® _SAVE_
Simon Reberts 153858 373520 7350 - 110,362 109832 2.356.636 4,873
Kevin O'Byrne 489,256 573,312 573312 343,334 129,331 621,887 1,868,720 3,461

1 Ordinary shares are beneficial heldings which include the Directors’ personal holdings and those of their spouses and minor children. They alse include the beneficial interests n shares which are neld in trust under
the Sawsbury’s Share Purchase Plan

Deforred share Awards and Long Term Incentive dwards dre structured as nii-cost options

Relates to 2020/21 Bonus Share Awards.

Relates to 2019/20 Deferred Share Awards

Relates to 2018 Future Bunider awards (and 2017 1n the case of Kevin O'Byrne)

Relates to 2019 aned 20PN Futire Rinlder awards (masimum) and 2021 wan n Tood award where the pefunnance penod ids nol entded as noted above, tollawang the year-end, the 2019 award will vest at 70 per cent
of maxrmum

Nate The Executive Dnrectors are potential beneficiaries of the Company’s Employee Benefit Trust, which 1s used to satisfy awards under the Company's employee share plans, and they are therefore treated as
Interested in the 26.6 million shares {2021 17 2 million) held by the Trustees

[= ST R N

Hodoy adeuiason

Share awards made during the financial year (audited information)
The following share awards were rnade to Executive Directors during the year.

Basis of award Percentage vesting at threshold Performance period

_ Scheme {maximum} Face value performance Number of shares - end date
%ﬁobﬁs 2021 Win in Food! 250%& salary £2,187,500 25% of each element 819_,288 2March 2024
Kevin C'Byrne  20winin Food'!  250% of salary £1643508 25% of each element 615,544 © 2March 2074 i
Bonus Sf@e Award? 126% of salamny 7 £828.328 - N/A B 343,334 - -N/A

1 Ihe performance conditions applying Lo 2021 Win in Food awards are set out later in this section. The basis of award shows the maximurn value being four times the core award The award was made on 4 June 2021
and the number of shares has been calculated using the average share price between 27 May and 3 June 2021 of £2 670 Subject to performance. the award will vest in May/June 2024 and will be released after a further
two-year retention period The award 1s structured as a nil-cost optisn with an exercise penod of Up to six years from grant

2 The Bonus Share Award was made on 7 May 2021 based on performance over the 2020721 financial year. Simaon Roberts waived his entitlernent to a bonus for 2020/21 Kevin O'Byrne’s bonus was pad out 100 per cent
i shares rather than 50 per cent cash and 50 per ¢ent shates The award was made at 70 per cent of the maximum level (maximum of 180 per cent of salary for Kevin (PByrne) The number of shares has been calcutated
using the average share price between 30 Apnl and 8 May 2021, £2 413 No further performance conditions apply The Bonus Share Award will be released in April 2023

SIUBLLFRIS [BIouBLiY
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Unvested Long-Term Incentive Plan awards

J Sainsbury plc -~ 7 ot

The targets for Long-Term Incentive Plan awards granted in 2020 and 2021 are set out in the tables below.

2020 Future Builder Thresheld target core Maximum target
(2020/21 to 2022/23 performance period) Weighting (1.0x award) (4.0x core award)
Cumulative retail free cash flow! R 50% EQ_DOm N £1400m
ROT{EI - - 25% - 7 6.75% o Wé;_f)%
Underlying basic EPS! 25% 198p 265p
2021 Win in Food incentive plan Thresheld target core Maximum target
(2021722 to 2023/24 performance periad) Weighting o (1.0x award) _ (f_Ox care award)
Cumulative retail free cash flow! - 20% £1,000m - £1,500m
ROCE! o 20% 675&6 a 975%
Underlying basic EPrs? B 20% 7 198p B 26.5?
Cost reduction? - 20% éﬁypsﬂiimpm\;'emgnt S 280bps improvernent

Strategic indicators

20% — Market share —targets are commerc

ially sensitive but we intend to provide

full disclosure of targets at the end of the performance period

— Customer satisfaction — improvement in Sainsbury's score between

300bps to 900bps and Argos score be
— Colleague — progress against our rep

tween Z10bps tc 510bps
resentation targets {see below} and

maintain colleague engagement scores
— Plan for Better — progress against our Plan for Better Scope 1& 2, Scope 3

and plastic reduction targets (see bet

ow}

1 These measures are defined in the Alternative Performance Measures section of the Annual Repott on pages 203 to 207

2 Improvernent assessed agaimst 201920 results due to the COVID-19 1mpact on2020/21

Target — senior leadership positions

Target — senior management positions

Colleague representation targets (top 230 leaders) (1,200 leaders beneath seniar leadership)
Female 50% a S 43%
I_Ethn-i"call-;; dive-rse - i B 12% o B -_712%7
éiéck - ) - i _Z-&% - 3%
Plan for Better targets Baseling Threshold Stretch
Scope 1 & 2 — GHG emissions 949,744 (tC0,e) 18/19 FY - 761?991 705,870
Scope 3 756 eTnissions 276,663.581 (tCO.e) 18119 FY 2453,&1 - 23.996,773
Plastic — Focd - tonnes ofrpl_asitig packaging 120-,660 tennes 2018 CY 81,200 B 80,400
P-l_asti-c - Gi\A&C_-— tonnes of plastic packaging 9,837677t70nnes 2018 CY 7180 - 6,590
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Details of the Executive Directors’ share awards and movements during the year (audited information)

v
a . 1 9
The table below shows the conditional awards granted and exercised under each of the Company's share plans. ol
3
. — - - Number of - - - - - - - ;
options 8
granted/ =]
Share dividend___ Number,of _Number.of. et
price at shares options options Notional Number of
date of Option Nurmnber of allocated exercised lapsed  Shareprice gainon  options held
Date of award price  optionsheld at dutringthe  duringthe duringthe onexercise Date of exercise at5March
Name Award award  (pence) {pence) 6 March 2021 year year year (pence) exercise {£000)° 2022
11/05/2017 265 Nil 131422 233,128 154,550 - 247 06/05/2021 382 0
1/05/2018 307 Nit 366,440 15141 125073 146,576 247 06/05/2021 309 109,932
Long-Term . i
[ncentive Plan! 05/05/2019 21 Nl 512,184 - - - - - - 512,184
07/05/2020 153 Nil 1,025,164 - — - - - - 1,025,164
Simon Roberts 04/06/2021 265 Nl 4] 819.288 - - - - - 819,288
[4]
Deferred 09/05/2019 211 Nil 122,745 12,829 135,574 - 247 06/05/2021 335 V] g
]
Share Award® 75050 193 Nil 1N36? - - - - 110,362 =
8
V122089 220 161 3,040 - - - - - - 3,040 =]
Sharesave? 2]
14/1272020 226 161 1833 - - - - - - 1833 Pe
m
Total 2,273,190 870,386 415,197 146,576 - - 1026 2,581,803 'g
-1
11/05/2017 265 Nil 323123 26,768 - - - - - 349,891 -~
1140572018 307 Wil 424,120 17.524 - 169,648 - - - 271,996
Lang-Term ) _ _ _ _
Incentive Plan* 08/05/2019 21 Nil 552,804 - - 557 804
07/05/3020 193 Nil 660,372 - - - - - - 660,372
. 04/06/2021 265 Nil 0 615,544 - - - - - 615,544
Kevin O'Byrne Deforred 0810512019 m Nl 143,843 15037 158880 - 247 06/05R2021 392 0
Share award®  o7s05/000 193 Nil 129,331 - - - - - - 124,331 o
Bonus Share  07/05/2021 1 - 0 343334 - - - - - 43334 3
Award? 2
Sharesave® 071122018 300 260 3,461 - - - - - - 3,461 =
w
Total 2,277,054 1,018,207 158,880 169,643 - - 392 2,966,733 %
3
The LT1P share figures relate to the maximum that could be achieved. g
=
v

The Deferred Share Award figures are after the application of performance conditions.

Simen Reberts waived his 2020/21 bonus and therefare no Borus Shares were awarded. Kevin 0'Byrne took 100 per cent of his 2020/21 bonus in Bonus Shares.
Sharesave is an all-emplouee share aption plan and has no performance condilicns as per HMRC Regulations.

This 15 the notional gain on the date of exercise haq all shares been sold.

[
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Additional statutory information

Additional statutory information required by the Accounts Regulations can be found below:

Directors’ interests

The beneficial interests of the Directors and their connected persons in the shares of the Company are shown on pages 83 and 93.
During the year, no Director had any material interest in any contract of significance to the Group’s business.

Directors’ indemnities

The Company maintains a Directors’ and Officers’ liability insurance policy which provides apprepriate cover for egal actlon
brought against its Directors. The Company has also executed deeds of indemmity for each of its Directors, to the extent permitted
by law and the Company’s Articles of Association These indemnities were in force throughout the financial year and as at the date
of this report.

Qualifying third-party indemnity provisions (as defined by section 234 of the Companies Act 20086) are in force, to the extent
permitted by law, for the benefit of the Directors in relation to certain losses and liabilities incurred in connection with the
execution of their powers, duties and responsibilities.

Research and
develuprienl

In the ordinary course of business the Company regularly develops new products and services. See page 10 for more mformarlon

Employment policies

The Company values the different perspectives, experiences and abilities of all our colleagues. We ensure that those living witha
disability or long-term health condition are fully and fairly considered for employment with the Company through well-developed
policies for the equal treatment of all. We have a workplace adjustments precess in place for our colleagues who find themselves
with a disability or long-term health condition; workplace adjustments can be made at any point during a colleague’s employment
with us. We are committed to providing equal opportunities for all colleagues and applicants through recruitment, training,
development and premotion. Further information can be found on pages 131014

Health and safetg
Colleague engagerment

The health and safety of our colleagues and customers is a key part of our strateqy. See page 15 for more information.

Details on how we engage with our colleagues can be feund on page 5.

Political donations

The Compang made no political donations in 2021/22 (2020/21: £nil) 7

Post balance sheet
events

Inlight of the events in Russia and Ukraine, which continued to evolve subsequent to the Group's balance sheet date, it has been
concluded that the conflict has no material impacts on the Group's fmanaal statements.

Financiat risk
management and
financial instruments

Disciosure of information
to the auditor

Notes 30 and 31 on pages 149 to 166 disclose detaiis relating to financial risk managernent and financial mstruments

Each DlTECtOT has confirmed that, so far as each Dlrectm is aware, there is no relevant aud mformatlon of which the auditor is
unaware. Each Director has taken all steps that they ought to have taken as a Directer in order to make themselves aware of any
relevant audit information and to establish that the auditor is aware of that information. For further information, please see the
Staterment of Directors’ responsibilities on page 100.

Dividends

Details of the payment of the final dividend can be found on page 132

Ordinary shares

Details of the changes to the ordinary issued share capital during the year are shown on page 147 As at 25 Apri 2022,
2,336,774,734 ordinary shares of 2847 pence have been issued, are fuliy paid up and are listed on the London Stack Exchange.

Share capital

Except as described below in relation to the Company's employee share plans, there are no restrictions on the voting rights
attaching to the Company’s ordinary shares o the transfer of securities in the Company; no person holds securities in the
Company carrying special rights with regard to control of the Company; and the Company is not aware of any agreements
between holders of securities that may result in restrictions in the transfer of securities or voting rights. Further details of the
rights, restrictions and obligations attaching to the share capital of the Company, including voting rights, are contained in the
Company’s Articles of Association. The Articles of Association may only be changed with the agreement of shareholders.

Shares acquired for the Company’s employee share plans by the Trustee rank pari passu with shares in issue and have no special
rights. Where, under the Company's All Employee Share Ownership Plan, participants are beneficial owners of the shares but the
Trustee is the registered cwner, the voting rights are normally exercised by the registered owner at the direction of the participants.
All shares held by the ] Sainsbury Employee Benefit Trust are held on an unallocated basis. As such, the Trustees waive their rights
to vote and to receive dividends on these shares. Total dividends waived by the Trustees during the financial year amounted to
£1,600,009.31. A number of shares were purchased into the J Sainsbury Employee Benefit Trust for the purposes of satisfying share
awards under the Company's share plans. These would ordinarily have been subject to a dividend waiver mandate but were not
settled before the Company's dividend record date on 12 November 2021. As such, a sum of £57.405.52 (equal to the dividends
received) was returned to the Company by the Trustee. Some of the Company's employee share plans include restrictions on the
transfer of shares while the shares are held within the plan.

At the Annual General Meeting held in July 2021, the Company was authorised by shareholders to purchase its own shares, within
certain limits and as permitted by the Articles of Association. The Company made no purchases of its own shares during the
financial year.

The Company undertook a share forfeiture programme during the year to trace and notify shareholders who had not had contact
with the Company over the past 12 years, in accordance with the provisions set aut within the Articles of Association. Under the
pregramme, the shares and dividends of untraced shareholders were forfeited with the tesulting proceeds transferred to the
Company to use for charttable causes. Late claims will be honoured, and shareholders should contact our Registrars for further
information. Contact details can be found on page 200.

Change of control

All of the Company's empicyee share plans contain provisions relatmg te a change of control. On a change of control, options

and awards granted to employees under the Company's share plans may vest and become exercisable, subject to the satisfaction
of any applicable performance conditions at that time.

A number of the Company's financing arrangerments contain change of control clauses under which lenders may cancel their
commitments and declare all outstanding amounts immediately due and payable. There are no other significant agreements
that would take effect, alter or terminate upon a change of control following a takeover bid.
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Major interests in shares

As at 5 March 2022, the Company had been notified by the following
investors of their interests in 3 per cent or more of the Company’s shares.
These interests were notified to the Company pursuant to DTRS of the
Disclosure Guidance and Transparency Rules:

Date Number of o of voting

notified ordinary shares Tights!
Qatar Holdings LLC AMay202l 3354461 1490
VESA Fquity Invesiment Sarl 4March2022 234867363 1007
BlackRock, Inc. 27 August 2021 148416535 640
Schrodersplc JMarch2021 116161658 522
Pzena Investment 29 January 20217 104,292,488 469

Managernent, Inc

1 Percentages shown are as a percentage of the Company's issued share capital when the Cormpany
was notified of the change in holding

As at 25 April 2022, no further changes had been notified.

Directors’ Report

The Directors’ Report comprises pages 1to 97 of this Annual Report and
Financial Statements. The following information required by Rule .8.4R of
the UK Listing Rules (LR) is alsc incorporated into the Directors’ Report:

Information requirement Location within Annual Report

See note 14 of the
consolidated financial

[nterest capitalised

statements
Publication of unaudited financial information  See note 30
Details of any long-term incentive plans See Rermuneration

Report, Remuneraticn
Palicy and note 38

Shareholder waiver of dividendﬁsﬁ

See note 29

Shareholder waiver of future dividends See note 29

Other information requirerments set out in LR 9.8.4R are not applicable to
the Company.

J Sainsbury plc

Streamlined energy and carbon (SECR) reporting
JSainsbury plc has calculated and publicly reported its carbon dioxide
emissicns and other greenhouse gases (GHG) for several years. We have
rmeasured our emissicns since 2005 and set challenging targets throughout
the years. In 2021, we announced our new 'Plan for Better’ strategy. As part
of this, we accelerated our target to become Net Zero acrass our own
operations by 2035, aligning the business with the goal to limit glebal
warming to 1.5°C, the highest ambition of the Paris Agreernent. For Scope 3,
our target is the reduction of absolute GHG emissions by 30 per cent by 2030,
to align tc a well below 2°C scenario. We're also working with suppliers to set
their cwn ambitious Net Zero commitrments.

Methodology

Inline with the GHG Protocol Corporate Accounting and Reporting Standard
(revised edition), we will be reflecting the performance of Sainsbury's, and
Argos and Habitat emissions separately, as well as the combined Group
performance. We have reported on all of the emission scurces required under
the Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations
2013. We have calculated and reported our emissions in line with the GHG
Protocol Corporate Accounting and Reporting Standard (revised edition)

and emission factors from UK Government's GHG Conversien Factors for
Company Reporting 2021, and IEA 2020 for those overseas. The reporting
period is the financial year 2021722, the same as that covered by the Annual
Report and Financial Statements, The boundaries of the GHG inventory are
defined using the operational control approach. In general, the emissions
reported are the same as those which would be reported based on a
financial control boundary. Emissions for previous years are retrospectively
adjusted as and when more accurate data is provided.

The following repert compares Scope 1 and 2 greenhouse gas emissions for
2021/22 and 2020/21.

UK and global annual energy and carbon
Sainsbury’s Group total carbon figures and intensities

GHG emissions [tC0,e} - location-based

Emission 150urce 2020/21 2021/22
Scope 1 5376 516,23946
Scope 2 32787681 27463732
Total (t€0,e) o 855,188.57  790,876.78
Intensity measurement (tCO.e/ 000 sq ft) 35.06 3245
GHG emissions (tC0,e) — market-based

Emission source 2020/21 2021/22
Scopel 52731176 516,23946
Scope 2 77290,108.15 245,879.55
Total (tC0,e) N 81741991  762,119.02
Intensity measurement (tC0,e/'000 sq ft) 3351 31.27

1oday nbajens

2
&
g
2
]
5
3
&

$3U3LLIIPIS [EDURLLY



Governance JSainsburyplc v+ . o0

Sainsbury’s breakdown

UK locations

Energy consumption (k\f‘{h) Location-based (tCO,e) Market-based {(tCO.e)
Emission source - 202021 2021/22 2020421 2020722 2021422 2021/22
Cornbustion of fuel and operation of facilities (Scope 1) 1,571,955,881.57 1,529,627,384.74 44837401 44794723 44837401 44794723
Electricity, heat, steam and cooling purchased fer own 1,309,493,44932 1176,622,05197 30298412 25360116  265,84365 226,601.12
use (Scope 2)
Total 2,881,449,33090 2,706,249,43671 751,35813 70154839 71421766 67454835
Global locations (excludes UK}

Energy consumption (kwh) Loca_tion-based {tCO.e) Market-based {tCO.e)
Emission saurce 202021 2021/22 2020121 2021/22 202122 2021122
Combustion of fuel and operation of facilities (Scope 1) - - - - - -
Electricity, heat, steam and cooling purchased for awn 314.06166 266,48133 21346 18737 21346 18737
use (Scope 2) o o
Total 314,061.66 266,481.33 21346 187.37 21346 18737
Argos and Habitat breakdown
UK locaticns

Energy consumption (kwh) o Location-based (1C0;e) Market-based (tCO.e)
Emission source L 2020/21 2021/22 2020721 2021722 2021122 2021722
Combustion of fuel and operation of facilities (Scope 1) 345,643,67003 298,504,455.07 78,639.04 68,040.08 78,638.04 68.04008
Electricity, heat, steam and cooling purchased for own 96,700,25542 83,130,66649 2252649 17,62798 24,002.07 19,03055
use (Scope 2) .
Total 442 343,92545 381,635,13156 101,16553 §5,66806 10264111 87,07063
Global locations (excludes UK)

Energy consumption (kwhj o Location-based {(tC0,e} Ma.rlfgt—based (tC0.e)
Emission source - 2020/21 2021/22 o 2020/21 202122 2021/22 29;1:23
Combustion of fuel and operation of facilities (Scope 1) 1,624,55204 1,242,32916 29871 25216 29871 25216
Electricity, heat. steam and ceoling purchased for own 5.614,34916 6,491,519.05 215275 3,22080 215275 3,22080
use (Scope 2) .
Total 7,238,901.20 7,733,848.21 2,45145 3,47256 2,451.45 3,47296

Dual emissions reporting
Dverall ernissions have been presented to reflect both location and rnarket-based methodologies, affecting both Scope 1and Scope 2 emissions,

Scope 1. All Scope 1 market-based emissions have been calculated using UK Government's GHG Conversion Factors for Company Reporting 2021 for all sources.

Scope 2: 41 per cent of electricity usage is covered by either a Power Purchase Agreernent (PPA), a certified green tariff, or falls within onsite renewable
generation from sclar energy. The remaining electricity has been reported at supplier-specific emissions rate, and non-UK electricity has been reported at
local grid average, unless supplied by a certified green tariff. From 1 January 2022, Sainsbury’s will source 100 per cent renewable electricity.

Energy efficiency actions
To grow our business sustainably, we are continuously working to cut greenhouse gas emissions, ensuring that we maximise energy efficiency. A few of the
projects we have implemented this year include:

— LED lighting upgrades at 226 stores equating to approximately 23,626,922 kwh annual savings. This has fulfilled the commitment to be fully LED across
100% of our supermarkets by the end of 2021, with the rerainder of the estate complete by the end of 2022

— Ensuring the existing solar estate is monitared in detail and the operation of this is optimised through timely replacement of components
— The replacement of refrigeration systerns with more efficient technelogy, whilst alse removing HFC refrigerant gases

— The use of an innovative single system to provide store refrigeration, cooling, and heating requirements. This reduces energy consumption in a store
by up to 30 per cent whilst maintaining a high-quality environment, which is warm in winter and cool in surmmer, by reusing any *heating’ or ‘cooling’
throughout the year. We call it ‘RIHC, Refrigeration Integrated Heating and Cooling

— Delivering Net Zero new stores through the installation of highly efficient Zero Carbon technology

— Exploring how uncentrolled air infiltration in stores can be reduced to improve thermal comfort and reduce heating and refrigeration energy consumption
— Testing out the latest water saving technology in teilets and ensuring water saving taps are fully rolled out to all stores

— Optimising the existing biomass boiler fleet, introducing thermal stores, reducing beiler down-time, and increasing fuel consumption efficiency

By order of the Board

Tim Fallowfield OBE
y Compan,y Secretary and Corporate Services Duoctor
e 27 Aot 2072
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report and Financial
Statements in accordance with applicable law and reguiations.

Company law requires the Directors to prepare financial statements for each
financial year that give a true and fair view of the state of affairs of the Group
and the Company as at the end of the financial year, and of the profit or loss
of the Group for the financial year. Under that law, the Directors have
prepared the Group financial statements in accordance with UK-adopted
internaticnatl accounting standards. The Directors have elected to prepare
the Parent Company financial staterments in accordance with Urnted
Kingdom Generally Accepted Accounting Practice, including FRS 101
‘Reduced Disclosure Framework” (UK Accounting Standards and applicable
law). 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 Group and the Company and of the prefit or loss of the
Group for that pericd. In preparing these financial statements, the Directors
are required tor

— select suitable accounting policies and then apply them consistently:

— make judgements and accounting estimates that are reasonable and
prudent;

— state whether UK-adepted international accounting standards have been
followed, subject to any material departures disclosed and explained in
the Group and Company financial statements respectively, and

— prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the Group and the Company will continue
in business.

The Directors are responsible for keeping adeguate accounting records

that are sufficient to show and explain the Group’s and the Company's
transactions and disclose with reasonable accuracy at any time the financial
pesition of the Company and the Group and enable them to ensure that the
financial statements and the Directors’ Remuneration Report comply with
the Companies Act 2006 and, as regards the Group financial staterments,
Article 4 of the IAS Regulation. They are also responsible for safeguarding
the assets of the Company and the Group and hence for taking reasonable
steps for the prevention and detecticn of fraud and other irregularities.
Having taken all the matters considered by the Board and brought to the
attention of the Board during the year into account, we are satisfied that the
Annual Report and Financial Statements, taken as a whole, is fair, balanced
and understandable.

The Board believes that the disclosures set out in this Annual Report provide

the information necessary for shareholders to assess the Group's performance,

business model and strategy.

The Directors are responsible for the maintenance and integrity of the
Company's website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from
legisiation in other jurisdictions.

Fach of the Directors, whose names and functicns are listed on pages 54
to 57, confirms that, to the best of their knowledge:

— the financial statements, which have been prepared in accordance with
the relevant financial reporting framework give a true and fair view of the
assets, liabilities, financial position and profit of the Group and Company;
and

— the Strategic Report and Directors’ Repert contained in the Annual Report
and Financial Staterments include a fair review of the development and
performance of the business and the pesition of the Group, together with
a description of the emerging and principal risks and uncertainties that it
faces; 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 Group's pesition and performance, business
model and strategy.

By order of the Board

Tim Fallowfield OBE
Company Secretary and Corporate Senvices Duector
27 April 2022
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Independent auditor’s report

1 Sainsbury ptc .-+ .7 o :

to the members of ] Sainsbury plc

Opinion

In our opimian:

— 1 5ainsbury plc's Group financial statements and parent company
financial staternents {the *financial staterments”) give a true and fair
view of the state of the Group’s and of the parent company's affairs
as at S March 2022 and of the Group's profit for the period then ended;

— the Group financial statements have been properly prepared in
accordance with UK adopted International accounting standards;

— the parent company financial statements have been properly prepared
in accordance with United Kingdom Generally Accepted Accounting
Practice; and

— the financial statements have been prepared in accordance with the
requirements of the Cormpanies Act 2006.

We have audited the financial statements cf J Sainsbury plc (the ‘parent
company’) and its subsidiaries {the ‘Group’) for the period ended 5 March
2022 which comprise:

Group Parent company

Consolidated balance sheet
as at 5 March 2022

Company balance sheet as at
5 March 2022
o _Capa-anstatement of changes in
_equity for the period thenended
Related notes 1to 9 to the financial
statements including a surmmary of
significant accounting policies

Consolidated income statement
for the period then ended
Consolidated statement of
comprehensive income for the
period then ended
Consolidated statement of changes
in equity for the period then ended
Consolidated statement of cash
flows far the pericd then ended
Related notes 1to0 43 to the financial
statements, (except for the sections
marked as “unaudited” in Note 30)
including a sumrmary of significant
accounting policies

The financial reporting framework that has been applied in the preparation
of the Group financial statements is applicable law and UK adopted
International accounting standards. The financial reporting framework
that has been applied 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
Generally Accepted Accounting Practice).

Basis for opinion

we conducted our audit in accordance with International Standards on
Auditing (UK) {ISAs (UK)) and appiicable law. Our responsibilities under those
standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We believe that the audit
evidence we have ohtained is sufficient and appropriate to provide a basis
for our opinicn.

Independence

we are independent of the Group and parent in accordance with the ethical
requirements that are relevant to cur audit of the financial statements in the
UK, including the FRC's Ethical Standard as applied te listed public mterest
entities, and we have fulfilled cur other ethical responsibilities in accardance
with these requirermnents.

The non-audit services prohibited by the FRC's Ethical Standard were not
provided to the Group or the parent company and we remain independent
of the Group and the parent company in conducting the audit.

Conclusions relating to going concern

In auditing the financial staterments, we have concluded that the directors’
use of the going concern basis of accounting in the preparaticn of the financial
staternents is appropriate. Our evaluation of the directors’ assessment of the
Group and parent company’s ability to continue to adopt the going concern
hasis of accounting included:

— Confirming our understanding of the directors’ going concern
assessment process.

— Assessing the adequacy of the going concern assessment to 27 April 2023
and considering the existence of any sigmificant events or conditions
beyond this period

— verifying inputs against board-approved ferecasts and debt facility
terms.

— Reviewing borrowing facility docurnentation to confirm availability to the
Group through the going concern pericd, noting no associated financial
covenants.

— Assessing management's forecasting process and the consistency of the
assessrment with information cbtained from other areas of the audit,
such as accounting estimates

— Testing the assessment, including forecast liquidity under base and
downside scenarios, for clerical accuracy.

— Assessing whether assumptions made {such as future costs including
the impact of inflation and forecast margin) were reasonable with
reference to information obtained elsewhere in the audit and, in the
case of downside scenarios, appropriately severe in light of the Group's
relevant principal nsks and uncertainties

— Challenging the amount and timing of identified mitigating actions
available to respond to a 'severe but plausible’ downside scenano, and
whether those actions are feasible and within the Group’s control.

— Performing independent sensitivity analyses on assumptions to assess
the impact on headroom.

— Performing reverse stress testing in order to identify and understand
which factors and how severe the downside scenarios would have
to be to result in the Group utilising all liquidity during the going
concern periad

— Assessing the appropriateness of going concern disclosures.

Our key observations
In management’s base case and downside scenarios, there is significant
headroom without taking the benefit of any identified mitigations.

Based on the work we have performed, we have not identified any material
uncertainties relating to events or conditions that, individually or collectively,
may cast significant doubt on the Group and parent company’s ability to
continue as a going concern for the period to 27 April 2023,

In relation to the Group and parent cornpany's reporting on how they have
applied the UK Corporate Governance Code, we have nothing material to add
or draw attention to in relation to the directors’ statement in the financial
staternents about whether the directors considered it appropriate to adopt
the going concern basis of accounting.

Our responsibilities and the responsibilities of the directors with respect to
going concern are described in the relevant sections of this report. However,
because not all future events or conditions can be predicted, this statement
is not a guarantee as to the Group's ability to continue as a going concern.
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Overview of our audit approach

Audit scope

— We perfunined ao audil of U coreplele Mlngnclal Information of 14
components. We performed audit procedures on specific balances
for 55 components.

— The compaonents where we performed full or specific audit
procedures accounted for 100% of Profit before tax, 100% of
Revenue and 100% of Total assets.

Key audit matters :
— Supplier arrangements

-— Aspects of revenue recognition

— Measurement of provision for impairment of loans and advances
to financial services customers

— Valuation of defined benefit pension scheme
— Aspects of property provisions
— IT enwvirgnment

Materiality
— Group ratertality of £38 million which represents 4 6% of Profit
before tax, adjusted for non-recurring iterns.

An overview of the scope of the parent company

and group audits

Tailoring the scope

Our assessment of audit risk, cur evaluation of materiality and our allocation
of performance materiality determine our audit scope for each component
within the Group. Taken together, this enables us to form an opinion on the
consolidated financial statements We take into account size, risk profile, the
organisation of the Group and effectiveness of Group-wide controls, changes
in the business environment and cther facters such as recent Internal audit
results when assessing the level of work to be performed at each company.

In assessing the risk of material misstatement tc the Group financial
statements, and to ensure we had adequate quantitative coverage of
significant accounts in the financial statements, of the 116 reporting
components of the Group, we selected 68 components covering entities
within the UK and the Isle of Man, which represent the principal business
units within the Group.

Of the 69 compenents selected, we performed an audit of the complete
financial information of 14 cormponents (“full scope components™) which
were selected based on their size or risk characteristics. For the remaining 55
components (*specific scope components”), we performed audit procedures
on specific accounts within that cornponent that we considered had the
potential for the greatest impact on the significant accounts in the financial
statements either because of the size of thesa accounts or their risk profile.

The table below shows the coverage obtained from the work performed by
our audit teams. Scoping changes from the prior year are not sigmficant.

% Group Profit % Group % Total
befare tax Revenue assets
Number 2021722 202021 2021/22 2020/21 2021422 2020/21
Full scope 14 62% 2% 99% 99% 77% 84%
Specific scope 55 38% 48% 1% M 3% 16%
Full and specific 69 100% 100% 100% 100% 100% 100%
scope coverage
Remaining 47 0% 0% 0% 0% 0% 0%
components - o _
Total reporting 116 100% 100% 100% 100% 100% 100%
components

For compenents not in scope for full or specified audit procedures, we
performed other procedures, including anatytical review, testing of
consolidation journals and intercompany eliminations to respond to any
potential risks of material misstatement to the Group financial statements.

3 Sainsbury plc -

Involvement with component teams

In establishing our overall appreach to the Group audit, we determined the
type of work that needed to be undertaken at each of the components by us,
as the primary audit engagement team. or by component auditors from
other EY glghal network firms operating under our instruction. Of the 14 full
scope components, audit procedures were performed on 12 of these directly
by the primary audit team and on 2 by EY component audit teams in
Edinburgh and Luton. For the 55 specific scope components, work was
performed by the primary audit team on 43 components and on 12 by EY
component audit teams in Edinburgh, Luton and Isle of Man. For the full and
specific scope components, where the work was perfermed by component
auditors, we determined the appropriate level of involvement to enable us
to determine that sufficient audit evidence had been obtained as a basis for
our opinion on the Group as a whole

During the current year's audit cycle, the Senior Statutory Auditor performed
virtuat visits to Edinburgh and Luton te hold discussions with the component
Ledins. The virtual visits used video technology and our glebal audit sottware
to meet with component teams to discuss and direct their audit approach,
meeting with mermbers of local management, attending planning and closing
meetings, reviewing relevant working papers including in response to the risk
areas for which component teams perform procedures, including supplier
arrangements, aspects of revenue recognition and the measurermnent of the
provision for impairment of loans and advances te customers The primary
team interacted regularly with the component tearmns where appropriate
during various stages of the audit. reviewed relevant working papers, retaining
those that were considered key, and were respensible for the scope and
direction of the audit process. This, together with the additional procedures
performed at Group level, gave us appropriate evidence for our opinion on
the Group financial staterments.

Climate change

There has been increasing interest from stakeholders as to how climate
change will impact ] Sainsbury ple. The Group has determined that the most
significant future impacts from climate change on its operations wilt be from
extrerme weather events, such as flooding or droughts and frorm the move
towards a low-carbon future which may impact the business, as a result of
changing consumer preferences and climate-related regulaticns. These are
explained on pages 17 to 23 in the required Task Force for Climate-Related
Financial Disclosures and on page 50 in the principal risks and uncertainties,
which form part of the ‘Gther information,' rather than the audited financial
statements. Qur procedures on these disclosures therefore consisted solely
of considering whether they are materially inconsistent with the financial
statements or our knowledge obtained in the course of the audit or
otherwise appear to be materially misstated.

As explained in the consolidated financial statements, policy, technology
and market changes in Tesponse to cimate change are still developing,

and these are interdependent upon each other, and consequently financial
staternents cannct capture all possible future outcomes as these are not yet
known. The degree of certainty of these changes may alse mean that they
cannot be taken into account when determining asset and liability valuations
and the timing of future cash flows under the requirements of UK adopted
International accounting standards InNotes 14, 17,25 and 37 to the financial
statements, narrative explanations of the impact of reasonably possible
changes in key assumptions have been provided and significant judgerments
and estimates relating to climate change have been described in Note 4.

Our audit effort in considering the impact of chimate-related risks on the
financial statements was focused on assessing the Company's conclusion
that the current known impacts of the Group’s climate related plans and
pledges have been reflected in the valuation of assets and liabilities, the
useful economic lives of Property, Plant & Equipment and the cashflow
forecast used in the assessment of impairment of non-financial assets,
assessment of the going concern basis and viability statement.

The Group has stated its commitment to the aspirations of the Paris Agreement
to achieve net zero emissions by 2035 Within the “Other information”, the
Group discloses its “Plan for Better”; the strategy which sets out how they
are working to transition to a lower carbon future and becorme a net-zero
business by 2035. The Group has disclesed that this is an evalving area and
the work undertaken by the Group will inform their response to the risks and
opportunities identified. This currently reflects the known impacts of climate
change and will continue to be reflected in their financial models and plans
to reflect the future economic impact on ther business model, operational
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plans and customers. Therefore, as set out above, the potential impacts of
future plans are not fully incorporated in these financial statements.

Key audit matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in cur audit of the financial staterments of the
current period and include the most significant assessed risks of material
rmisstaternent (whether or not due to fraud} that we identified. These
matters included those which had the greatest effect on: the overall audit
strategy, the allocation of resources in the audit; and directing the efforts

of the engagement team. These matters were addressed in the context of
our audit of the financial statements as a whole, and in cur opinion thereon,
and we do not provide a separate opinion on these matters.

Risk

Supplier arrangements

Refer to the Accounting policy and Note 8 of the Consolidated Financial
Statements (page 126}

The Group, through its Retail divisions, receives material discounts and
incentives, fixed armounts (including promotions and utilisation of specific
space), volurme-based rebates and marketing and advertising income from
suppliers, collectively referred to as supplier arrangements. The terms of
agreements with suppliers can be complex and varied. In addition, there can
be performance conditions or promotional periods that span the Group's
reporting date.

Amounts recognised as deductions to Cost of sales for the period ended
5 March 2022 were £381 million {(2020/2021 £360 million), with related
balance sheet entries recognised in inventory, current trade receivables
and current trade payables.

Accounting for rebate arrangements with suppliers requires judgement and
estimation in determining the extent to which deal terms have been met,
especially those spanning the Group's reporting date, impacting cut-off,
High deal volumes are recorded just prior to the Group's reporting date which
raises the risk that fixed amounts may be misstated High levels of manual
intervention within the marketing and advertising and discounts and
incentwes categories raise the risk of an error occurring in the calculation of
income, either accidentally or purposefully through management overnde
of controls

The risk has remained the same inthe current year as the complexity around
the arrangements is similar year on year.

Our response to the risk
We performed procedures over supplier arrangements at both the
Sainsbury's Supermarkets Limited and Argos Limited components

— We walked through and assessed the design effectiveness of the controls
in place within the supplier arrangermnents process.

— We selected a sample of suppliers across the categories of supplier
arrangements, to whom we sent confirmations across certain “deal”
types to confirm key deal input terms. Where we did not receive a
response from the supplier, we performed alternative procedures,
including cbtaining evidence of initiation {(such as supplier invoices)
and if settled, settlement of the arrangement

— We tested the existence and valuation of balance sheet amounts
recognised in accounts receivable or as a contra-asset in accounts
payable by reviewing post-pericd end settlement. We alsc performed
a ‘look-back’ analysis of pricr period balance sheet amounts to check
that these arnounts were appropriately recovered.

— We tested the settlement of a sampie of supplier arrangements
recognised in the income statement, which included settlerment in cash
or by off-set to accounts payable.

— Using data extracted from the accounting system, we tested the
appropriateness of journal entries and other adjustrments, rmeeting a
pre-defined criteria, to corroborating evidence such as third party invoices.

— We tested cut-off for deals recorded pre and post period end by obtaining
the supplier agreement to validate that the deal was recorded in the
correct period.

— We assessed the adequacy of the financial staternents disclosures in
respect of supplier arrangements and their compliance with accounting
standards including the completeriess and avcuracy of amounts disclosed.
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Key observations communicated to the Audit Committee

Supplier arrangement amounts are appropriately recegnised in the income
statement and batance sheet and the disclosures in the financial statements
are appropriate.

Risk

Aspects of revenue recognition

Refer to the Accounting policy and Note 6 of the Consolidated Financial
Statements (page 121)

There are a number of areas within revenue which require management to
exercise accounting judgement in recording manual adjustments where the
recognition of revenue does not directly correspond to cash receipts. Such
adjustments primarily include commission-based arrangements, deferral of
revenue relating to Nectar points and accounting for coupons and veuchers.

There is a risk that these adjustments are not complete and accurate for
the period ended 5 March 2022 and that accounting judgements taken are
inappropriate, particularly in respect of deferral of revenue The appertunity
exists through management override of cantrols, such as the posting of
manual journals, to misstate revenue in the period.

Revenue recognised, including the effects of manual adjustments, for the
pericd ended 5 March 2022 totalled £29,895 million {2020/2021: £29,048 millicn).

The risk has rernained the same in the current year as there continues to be
a focus on business performance.

Our response to the risk
We performed procedures over adjustments to revenue at the Sainsbury’s
Supermarkets Limited, Nectar 360 Limited and Argos Limited compenents.

— We gained an understanding of and docurmented the key processes
used to record revenue transactions by performing walkthroughs and
assessing the design effectiveness of key controls.

— We tested the appropriateness of the Group's revenue recognition pelicy
by comparing to the criteria set cut in IFRS 15 Revenue from Contracts
with Customners.

— we performed journal analysis to identify manual sales journals that did
not result in cash receipts (including coupons and vouchers), obtaimng
supporting evidence of collection and settlement to verify revenue was
recognised correctly.

— Inrelation te the calculation of deferred revenue for Nectar points, we
examined and critically assessed input data which included:

— Cbtaining details of points balances earned and redeemed for the
period ended 5 March 2022 and agreeing a sample of points inissue
to Nectar partner confirmations;

— {hallenging and analysing management’s accounting judgements
in respect of breakage (the proportion of points which are unlikely
to ever be redeermed); and

— Recalculating the fair value per point, applied to the number of points
in circulation to determine the amount of deferred revenue to
recognise at 5 March 2022.

— Using data extracted from the accounting system, we tested the
appropriateness of manual journal entries. meeting pre-defined critena
and impacting revenue, as well as other adjustments {consolidation
journals) made in the preparation of the financial staterments. We considered
the validity of unusual journals such as those posted cutside of expected
hours, or by unexpected individuats and for large or unusual amounts.

— We cornpleted detailed analytical reviews to understand if there had been
significant or unusual activity in the period, including assessing changes
in the number of and nature of manual adjustments to verify completeness.

Key observations communicated to the Audit Committee
Revenue has been correctly recognised in accordance with IFRS 15, The
manual adjustments to revenue in the current year primarily related to
commission and deferred revenue for Nectar. We did not identify any
exceptions in our testing of these manual entries.
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Risk

Measurement of provision for impairment of loans and advances
to financial services customers

Refer to the Audit Committee Report {page 76); Accounting policies

(page 152); and Notes 21 and 30 of the Conselidated Financial Statements
(page 143 and page 149)

Non-current loans and advances to customers (2021/2022: £2,069 million;
2020/2021: £2,332 million)

Impairment of non-current loans and advances (2021/2022: £43 million;
2020/2021: £52 million)

Current loans and advances to customers (2021/2022: £3,202 rullion;
2020/2021: £3,301 million)

Impairment of current loans and advances (2021/2022: £160 million;
2020/2021: £211 million)

Custormer recervables cormnprise unsecured personal loans, credit cards,
martgages (Sainsbury's Bank) and stare cards (Argos Financial Services).

Credit provisions Tepresent managerment’s best estimate of impairment and
significant judgements and estimates are made in determining the timing
and measurernent of expected credit loss (‘ECL). The key judgements and
estimates in respect of the timing and measurement of ECL include:

a} Comnpleteness and accuracy of data;

b} The accounting interpretations and modelling assumptions used to build
the models that calculate ECL;

¢) Inputs and assurnptions used to estimate the impact of multiple
eConomic scenarios;

d) Allocation of assets to stage 1, 2 or 3 using criteria in accordance with the
accounting standard;

e) Completeness and valuation of post model adiustments; and
f} Accuracy and adequacy of the financial statement disclosures.

We consider the risk related to the ECL provisions continues to be heightened
as a result of ongoing economic uncertainty from COVID-19 and the
uncertain effects of the wvasion of Ukraine.

Our response to the risk
We performed procedures over ECL for Sainsbury’s Bank plc and Argos
Financial Services entities.

— We assessed the design effectiveness of key controls and tested these
across the processes relevant to the impairment provision calculation,
involving EY specialists to assist us in performing our procedures where
appropriate

— We reviewed the minutes of the Model and Risk Committees where inputs,
assumptions and adjustments to the ECL werte discussed and approved.

— We verified the data used in the ECL calculation on a sample basis and
considered the assumpticns, inputs and formulas used across the entire
population of ECL models. We assessed the model design and considered
alternative modelling technigues, recalculating the Probabulity of Default,
Loss Given Default and Exposure at Default for a sample of the models.

-— We tested the assumptions and inputs as stated above with the
assistance of EY modelling and economic specialists. We assessed
managemment’s base and alternative economic scenarios, including
challenging probability weights and comparing to other scenarios from
a variety of external spurces, as well as EY internally developed forecasts.

— Benchmarking analysis was performed against the Bank's peers for
forecasted macroeconomic variables used within the models, such as
GDP and unemployment.

— We assessed the criteria used to allocate an asset tostage 1, 2and 3
in accordance with IFRS 8 Financial instruments to verify they were
allocated to the appropriate stage and reperformed this allocation in full.

— We challenged post model adjustments for appropriateness using our
knowledge and experience across the industry, performing testing over
material adjustments together with EY credit modelling specialists. We
assessed the appropriateness of the scenarios and calculations used in
determining the adjustment to be applied in response to the economic
uncertainty due to COVID-18 and the invasion of Ukraine.

— We assessed the adequacy and appropriateness of disclosures for
compliance with accounting standards
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Key observations communicated to the Audit Committee

We are satisfied that provisions for the impairment of loans and advances
to customers were reasonable and recognised in accordance with the
applicable reporting framework based on our procedures performed.

Risk

Valuation of the defined benefit pension scheme

Refer to the Audit Committee Repert (page 76); Accounting policies

{page 178); and Note 37 of the Consolidated Financtal Statements (page 178)

Retirement benefit surplus (2021/2022: £2,283 million; 2020/2021: £744 mullion

Present value of funded obligations (2021/2022: £9,410 million; 2020/2021:
£10,256 million)

Fair value ¢f plan assets (2021/2022; £11.693 rmllon; 2020/2021. £11,000 million)

The valuation of the liabilities of the pension scheme is subject to the
following significant assumptions which are determined by an external firm
of pension actuaries:

a) Discount rate;

b) Inflation;

¢} Future pension increases; and
d} Mortality.

Given the gquantum of the defined benefit pension obligation, a moverment in
the actuarial assumptions could result in a material difference in its value

In addition, the unguoted asset pools (2021/2022: £3,900 million; 2020/2021:
£3,126 million) of the defined benefit pension scheme contain an element of
Level 3illiquid investments. Certain of these assets are harder to value, which
increases the risk of incorrect valuation.

The risks associated with the penston scherne remain elevated as a result of
the economic enviranrnent, which has led to greater volatility in the liability
assumiptions and additional uncertainty over the valuation of pension assets,
which drives the surplus calculation.

Our respanse to the risk
Qur audit procedures covered the Sainsbury's Pension Scheme which has
two sactions: the Sainsbury's Section and the Argos Section.

— We gained an understanding of and docurmented the process used to
record pension balances by performing a walkthrough and assessing the
design effectiveness of key controls

—- With the support of EY pension actuaries we considered the
appropriateness of the key assumptions supporting the vaiuation of the
scheme liakilities, being the discount rate, inflation, future pension
increases and mortality. We developed an independent range of
reasonable assurnptions upon which to assess those used by the Group
and its external actuarial experts.

— We assessed the impact on pension liabilities of changes in financial,
demographic and mortality assurnptions and whether these were inling
with our expectations. We also tested the completeness and accuracy of
member data on which these assumptions are based.

— With respect to certain unquoted pension assets we obtained
independent confirmations of all assets held. In conjuncticn with EY
valuation specialists we independently valued a sample of assets and
compared these to management’s valuations, critically assessing
management’s valuation methedoiogy.

— Where valuation adjustments had been made by management for
changes inrelevant market indices and to reflect cash received or paid
between the dates of the net asset value staternents fund managers’
original valuations and the end of the Group’s accounting period, we,
in conjunction with EY valuation specialists, tested that the relevant
assumptions used were appropriate.

— We evaluated the cornpetence, capabilities and objectivity of
rmanagement's extarnal actuaries involved in the determination of the
actuarial assumptions.

— We assessed the adeguacy of the financial staterents disclosures in
respect of the defined benefit pension schemes and their comphance
with accounting standards including the appropriateness of the key
assumptions and sensitivities disclosed.
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Key observations communicated to the Audit Committee
The assumptions used tc value the defined benefit obligation are within an
acceptable range. Qur testing of the valuation of the pension assets, including
certain harder to value assets, has not identified any misstatements.

Risk

Aspects of property provisions - treatment of business rates
within an onerous contract

Refer to the Audit Committee Report {(page 76); Accounting policy and Ncte 2
of the Consolidated Financiat Statements (page 113)

Property provisions of £140 million (2021/2022- £164 million restated) include
provisions for onerous contracts which are recognised where expected cash
outflows exceed the anticipated future benefits. The amounts provided are
based on the Group's best estimates of the likely committed outflows and
site closure dates. These provisions do net include rent in accordance with
IFRS 16, however do include unavoidable costs related to the lease such as
service charges and also include provisions for dilapidations which are
recognised where the Group has the obligatien to make-good its leased
properties, These provisions histencally included business rates. There is
apparent mixed practice across companies concerning the treatment of
business rates in onerous contract provisicns However, following additional
guidance published this year by accounting firms including EY, the Group
has reassessed its policy in this area, and concluded that business rates
relating to vacant property are a statutory obligation rather than a
contractual one, and should be recognised as a periodic cost inline with
IFRIC 21 “Levies”. Prior period comparatives have therefore been restated

to remove business rates from previously recognised property provisions
{property provisions at 6 March 2021 reduced by £121 rmilion).

Our response to the risk

We performed procedures over the treatment of business rates within
onerous contracts at both the Argos Limited and Sainsbury’s Supermarkets
Limited components.

— We obtained a copy of and critically analysed management's technical
accounting paper and legal advice which initially proposed no change to
the histonc accounting treatment.

— We compared the Group's historic accounting policy to sector peers,
and identified apparent mixed accounting practice.

— Given apparent mixed accounting practice, and following recent additional
guidance published this year by accounting firms, the audit engagement
tearn discussed the issue with EY's global IFRS subject matter expertsin
IFRIC 21 Levies and [AS 37 Provisions, Contingent fiabifities and Contingent
assets The discussion primarily focused on the Group's property lease
arrangements which stipulate that Argos and Sainsbury's are required to
pay business rates when they are due and whether this changes the nature
of business rates as a statutory obligation for the Group.

— Following the change in accounting pelicy, we assessed the
appropriateness of classification of business rates relating to vacant
properties as a non-underlying item.

— We assessed the adequacy of the financial statement disclosures in
respect of the restaternent of prior period comparatives for compliance
with accounting standards.

Key observations communicated to the Audit Committee

We concluded that business rates for the period when the premises are
vacant fall cutside the scope of the onerous contract provisions under 1AS 37
and it is appropriate that ne provision 1s recognised for the business rates.
The change in accounting treatrment and disclosure of the impact of the
restatement of prior year comparatives is appropriate, along with the
classification as a non-underlying item.

Risk

The IT environment

The IT systerns across the Group are complex and there are varying tevels of
ntegration between them. The systems are vital to the ongoing operations
of the business and to the integrity of the financial reporting process.

During the current year we continued to report deficiencies in certain IT
controls. These deficiencies related to 1T systems that are part of the Group’s
control framework over financial reporting and required us to perform
incremental procedures.

This risk remains unchanged from the priar year.
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Our response to the risk

— We held discussions with management to understand the IT
envircnreant and waiked through the key financial processes to
understand where IT systems were integral to the Group's controls over
financial reporting. From this we identified which IT systems to include
in the scope for our detailed IT testing.

— We assessed the IT general controls environment for the key systems
impacting the accurate recording of transactions and the presentation
of the financial statements.

— We designed our 1T audit procedures to assess the IT environment,
including an assessment of controls over changes made to the system
and controls over appropriate access 1o the systems.

— Where we found that adequate 1T general controls were not in place,
we performed incremental substantive audit procedures in response to
the deficiencies identified for the systermns within the scope of our audit.

Key observations communicated to the Audit Committee

we completed additional substantive testing in order to mitigate the risk of
material misstatement and we reported a number of control observations
and opportunities for improvement.

In the prior year, our auditor's report included key audit matters in relation
to restructuring program mes and the assessment of the carrying value of
non-current assets. Restructuring activity has been much reduced in the
current year due to closure provisions being recognised in the prior year.
Impairment charges in retation to changes in customer behaviour have not
recurred duning the current year.

Our application of materiality

we apply the concept of materiality in planning and performing the audit,
in evaluating the effect of identified misstatements on the audit and in
forming our audit opinion

Materiality

The magnitude of an omission or misstatemnent that, individually or in
the aggregate, could reasonably be expected to influence the economic
decisions of the users of the financial statements Materiality provides a
basis for determining the nature and extent of our audit procedures.

We determined materiality for the Group to be £38 million (2020/2021:

£27 million}, which is 4.6% {2020/2021: 5%) of Profit before tax, adjusted

for non-recurring items. We believe that Profit before tax, adjusted for
non-recurring items, provides us with the most relevant performance
measure as it adjusts for the effect of iterns which do not relate to the
ongoing trading of the Group. The materiality basis in the prior year used

a normalised measure of adjusted profit before tax, which reflected the
volatility in the Group's trading results arising from the impact of COVID-19.

Starting basis __ Profit before tax ___ #894amillion
Adjustments Adjust for non-recurring £77 miltion
items
These iterns are not
~_ oneoffinnaturgy
Materiality Total materiality basis £817 million

Materality of £38 million
(4.7% of materiality
basis)

During the course of our audit, we reassessed materiality as the actual
adjusted Profit before tax was higher than the Group’s initial estimate we
used at planning. However, due to the status of our procedures we did not
change our materiality from £38 million to reflect this.

We determined materiality for the Parent Company to be £128 million
(2020/2021: £136 million), which is 2% (2020/2021: 2%j) of net assets. The
materiality of the parent company 15 greater than the Group because the
parent company is a helding cormpany with significant net assets. Forany
parent company balances that are consolidated into the Group financial
staterments, an allocation of Group performance materiality was used.
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Performance materiality

The applicaticn of materiality at the individual account or balance level,

It is set at an amount to reduce to an appropriately low level the probability
that the aggregate of uncorrected and undetected misstaterients exceeds
rmateriality.

On the basis of our risk assessments, together with our assessment of the
Group's overall control environment, our judgement was that performance
materiality was 50% (2020/2021: 50%) of our planmng materiality, namely
£15 million (2020/2021 £13.5 millicn). We have set performance materiality
at this percentage to reduce to an appropriately low level the probability
that the aggregate of uncorrected and undetected misstatermnents exceeds
materiality.

Audit work at component locations for the purpose of obtaining audit
coverage over significant financial statement accounts is undertaken
based on a percentage of total perfermance materiality. The performance
materiality set for each component is based on the relative scale and risk
of the component to the Group as a whole and our assessment of the risk
of misstaternent at that component In the current year, the range of
performance materiality allocated to components was £3.8 million to
£15.0 million (2020/2021: £2.7 million to £12.7 million).

Reporting threshold
An amount below which identified misstatements are considered as being
clearly trivial.

We agreed with the Audit Committee that we would report to thern all
uncorrected audit differences in excess of £1.9 million (2020/2021: £1.3 millicn),
which is set at 5% of planning rmateriality, as well as differences below that
threshold that, in our view, warranted reporting on qualitative grounds

We evaluate any uncorrected misstatements against both the quantitative
measures of materiality discussed above and in light of other relevant
qualitative considerations in forming our opinion.

Other information

The other information comprises the information included in the annual
report set out on pages 1to 98, 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 informaticn
and, except to the extent otherwise explicitly stated in this report, we dc not
express any form of assurance conclusion thereon.

Our respansibility is to read the other information and, in deing so, consider
whether the other information is materially incensistent with the financial
staternents or our knowledge obtained in the course of the audit or otherwise
appears to be materially misstated. If we identify such material inconsistencies
ar apparent material misstatements, we are required to determine whether
this gives rise to a matetial misstatement in the financial statements
themselves. If, based on the work we have performed, we conclude that
there is a material misstaternent of the cther informaticn, we are required

ta report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed

by the Companies Act 2006

In our opinien, the part of the directors’ remuneration report to be audited

has been properly prepared in accordance with the Compantes Act 2006.

In our gpinicn, based on the work undettaken in the course of the audit.

— the information given in the strateqic report and the directors' report
for the financial year for which the financial statements are prepared
is consistent with the financial staterments; and

— the strategic report and the directors’ report have been prepared
in accordance with applicable legal requirements.
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Matters on which we are required to report by exception
In the light of the knowledge and understanding of the Group and the parent
company and its environment obtained in the course of the audit, we have
not identified material misstatements in the strategic report or the directors’
report.

We have nothing to report in respect of the following matters in relation to
which the Companies Act 2006 requires us to report to you if, in our opinion:

— adequate accounting recards have not been kept by the parent company,
or returns adequate for our audit have not been received from branches
net visited by us; or

— the parent company financial statements and the part of the Directors’
Remuneration Report to be audited are not in agreement with the
accounting records and returns; or

— certain disclosures of directors’ remuneration specified by law are not
made; or

— we have not received all the information and explanations we require for
our audit.

Corporate Governance Statement

We have reviewed the directors’ statement in relaticn to going concern,
langer-term viability and that part of the Corporate Governance Staterment
relating to the Group and company's compliance with the provisions of the
UK Corporate Governance Code specified for our review by the Listing Rules.

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
rnaterially consistent with the financial statements or our knowledge
obtained during the audit:

— Directors’ statement with regards to the appropriateness of adopting the
geoing concern basis of accounting and any material uncertainties
identified set out on page 116;

— Directors’ explanation as to its assessment of the company's prospects,
the period this assessment covers and why the period is appropriate set
out on page 51

— Director’s statement on whether it has a reasonable expectation that the
Group will e able to continue in operation and meets its liabilities set out
on page 52;

— Directors’ staterment on fair, balanced and understandable set out on
page 106;

— Board's confirmation that it has carried cut 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 73.

Responsibilities of directors

As explained more fuily n the directors’ responsibilities statement set out
on page 100, the directors are responsible for the preparation of the financial
staternents 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 staternents that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for
assessing the group and 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.
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Auditor’s responsibilities for the audit

of the financial statements

Qur objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstaternent,
whether due to fraud or error, and to issue an auditor's report that includes
our opinion, Reasonable assurance is a high level of assurance, but isnot a
guarantee that an audit conducted in accordance with [SAs (UK) will always
detect a material misstatement when it exists Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the econermic decisions of
users taken on the basis of these financial statements.

Explanation as to what extent 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 irreqularities, including fraud. The risk of not
detecting a material misstaterment due to fraud is higher than the risk of
not detecting one resulting from error, as fraud may involve deliberate
concealment by, for example, forgery or intentional misrepresentations,
or through collusion. The extent to which our procedures are capable of
detecting irregularities, including fraud is detailed below.

However, the primary responsibility for the prevention and detecticn of
fraud rests with both those charged with governance of the company and
management.

— We obtained an understanding of the legal and regulatory frameworks that
are applicable to the Group and determined that the most significant are:

— Those that relate to the form and content of the financial statements,
such as UK adopted International Accounting Standards, the UK
Companies Act 2006, the UK Corporate Governance Code;

— Those that relate to the Bank, such as the requlations, license
conditions and supervisory requirements of the Prudential Regulation
Authority ("PRA") and the Financial Conduct Authority (“FCA"); and

— Industry-related such as compliance with the requirements of the
Grocery Supply Code of Practice.

— We understood how J Sainsbury plc is complying with those framewaorks
by making enquiries of managernent, internal audit and those responsible
for legal and compliance procedures. We corroborated our enquiries
through our review of board minutes and papers provided to the Audit
Committee and attendance at all meetings of the Audit Committee,
as well as consideration of the results of our audit procedures across
the Group.

— We assessed the susceptibility of the Croup’s financial statements to
rmatenal rmisstaterment, including how fraud might occur by making an
assessment of the key fraud risks to the Group and the manner in which
such risks may manifest themselves in practice, based on our previous
knowledge of the Group as well as an assessment of the current business
environment.

— Based on the results of cur risk assessrment we designed our audit
procedures to identify non-compliance with such laws and regulaticns.
Where the risk was considered to be higher, we performed audit
procedures to address each identified risk of material misstaternent.

These procedures included those referred to in the “Supplier arrangements”

and “Aspects of revenue recognition” key audit matters section above.
These procedures included testing manual journals and were designed
to provide reasonable assurance that the financial statements were free
of material fraud or errar. We evaluated the design and operational
effectiveness of controls put in place to address the risks identified,

or that ctherwise prevent, deter and detect fraud. We also considered
performance targets and their influence on efforts made by
management {0 mManage earnings.

— If any instances of non-compliance with laws and requlations were
identified, these were communicated to the relevant local EY teams who
performed sufficient and appropriate audit procedures, supplemented
by audit procedures at the Group level.

A further description of cur responsibilities for the audit of the financial
staternents is located on the Financial Reporting Council's website at
https:/fwww.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor's report.

1 sainsbury plc ":

Other matters we are required to address

—- Following the recommendaticn from the audit cormmittee we were
appointed by the company on 8 July 2015 to audit the financial statements
for the period ended 12 March 2016 and subsequent financial periods.

— The peried of total uninterrupted engagement including previous
renewals and reappointments is 7 years, covering the periods ending
12 March 2016 to 5 March 2022

— The audit opinion is consistent with the additional report to the audit
committee.

Use of our report

This report is made sclely to the company's members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our 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 auditor's
report and for no other purpose. To the fullest extent permitted by law,

we do net accept or assume responsibility 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.

Colin Brown

(Semor statutery auditor)

for and on behalf of Ernst & Young LLF, Statutory Auditar
Londun

27 Apnl 2022
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Financial Statements J Sainsbury plc -

Consolidated income statement
for the 52 weeks to 5 March 2022

52 weeks to 5 March 2022 52 weeks to 6 March 2021 (restated)

Before Non- Before Non-

non- underlying non- underlying

underlying {tems underlying items
items (Note 5) Total iterns [Note 5) Total
Note £m £m £m £m £m £m
Revenue [ 29,895 - 29,895 26,048 - 29,048
Cost of sales o o (27.§_38_)_ . _9 (27.529)  (26870) &33)_ __(_27,2_03)
Gross profit/loss) ) 2,357 9 2,366 2178 R 1,845
Administrative expenses (1,352) (78) {1,430) (1,480 (222) 1,702)
Otherincome _ o 34 186 0 012 1 13
Operating profit/(loss) - 1,039 117 1,156 71n (554) 156
Finance income 10 3 17 20 3 29 32
Finance costs 10 (312) () (322 (38 4 (352
Profit/(loss) beforetax T T 7m0 124 854 357 (5213 (164)
Income tax (expense)/credit 11 (154) @3 (a7 (ws & 37
Profit/(loss) for the financial period T w78 101 677 252 (453) (201)
Note penca pence
Emﬂgs{GOSS) per share 12 - o B
Basic earnings/(loss) I I 29.8 94)
Diluted earnings/(loss) 28.8 (94)

The notes on pages 113 to 193 form an integral part of these financial statements.

Refer to note 2 for details of prior year restaterments.
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Consolidated statement of comprehensive income/(loss)

for the 52 weeks to 5 March 2022

52 weeks to 52 weeks ta
g March 6 March
2022 2021
(restated)
Note £m £m
Profit/(loss) for the financial year e L 677 (201
Items that will not be reclassified subsequently to the income statement
Remeasurement on defined benefit pension schemes 37 1,457 482}
Movements on financial assets at fair value through other cermprehensive income 76 55
Cash flow hedges fair value movements — inventory hedges 32 73 60
Current tax relating to itemns not reclassified - 44
Leterred tax relating to items not reclassified - u @y 9
o ) _ . o _ 1145 (434
Items that may be reclassified subsequently to the income statement
Currency translation differences (1) %)
Movements on financial assets at fair value through other comprehensive income s ?
Items reclassified from financial assets at fair value through other comprehensive income reserve 4 -
Cash flow hedges fair value movernents — non-inventory hedges 32 131 [ul}
Iterns reclassified from cash flow hedge reserve 32 7 13
Deferred tax on items that may be reclassified e 1 57 10
o 79 19
Total other comprehensive income/(loss) for the year (net of tax) - 1224 2 (419
Total comprehensive income/(loss) for the year - 1,901 (616)

The notes on pages 113 to 193 form an integral part of these financial statements.

Refer to note 2 for details of prior year restatements.
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\ Firancilal Statements

Consolidated balance sheet
At 5 March 2022, 6 March 2021 and 7 March 2020

J Sainsbury plc

5 March 6 March 7March
2022 2021 2020
[restated) {restated)
Note £€m £m £m
Non-current assets
Property, plant and equiprnent 14 8,402 8,587 8,949
Right-of-use assets 15 5,560 4747 4,826
Intangible assets 16 1,006 914 §74
Investments in joint ventures and associates 3 5 9
Financial assets at fair vaiue through other cornprehensive income 18 604 754 872
Trade and other receivables 20 65 50 43
Amaounts due from Financial Services customers and other banks 21 2,026 2.280 3453
Derivative financial assets 32 213 8 6
Net retirement benefit surplus o 37 2,283 744 _ 1119
- 20,162 18,089 20351
Current assets
Inventories 19 1,797 1625 1732
Trade and other receivables 20 683 725 81
Amounts due from Financial Services customers and other banks 21 3,163 3,127 3,951
Financial assets at fair value through other comprehensive income 18 196 90 82
Derivative financial assets 32 78 5 12
Cash and cash equivalents o oo EE _ 825 1575 - 594
6,742 7147 7582
Assets held for sale . 22 . 8 01 4
o o I 8750 7171 7586
Total assets - T 26,912 25.260 27937
Current liabilities
Trade and other payables 23 {4,546) (4,488) (4,275}
Amounts due to Financial Services customers and other deposits 24 {4,444} {6,086} {6,880}
Borrowings 35 (54) {356) (48)
Lease liahihties 15 (526) {524) (510
Derivative financial liabilities 32 (29) 93) (53)
Taxes payable {169) (83) (168)
Provisions o L o 25 (100) (1s9)  _ (log)
) ) L . (9,868) (11,829}  (12.050)
Net current liabilities o - _ (3118) (4658 4.464)
Non-current liabilities
Cther payables 23 (24) (20} 11
Amounts due to Finanaial Services customers and other deposits 24 (815) {203) (1,204)
Borrowings 35 (707) (748) {1,248)
Lease liabilities 15 (6,095) {5,310 (5.264)
Derivative financial liabilities 32 3 (44) {36}
Deferred income tax liability 11 (806) {255) (265}
Provisions o - o 5 (17) {50 (88}
I L o @621 (6730 _ _ (8.0%5)
TotalMabilities S o (18489) (8559  (20146)
Net assets 8,423 6,701 7791
Equity
Called up share capital 26 668 637 634
Share premium 26 1,406 1173 1159
Merger reserve 26 568 568 Se8
Capital redemption reserve 27 680 680 680
Other reserves 27 409 167 168
Retained earnings o o 23 4,692 3228 4086
Total equity before perpetual securities 8,423 6453 7,205
Perpetual securities_ _ - _ 28 = 248 49
Total equity 8,423 6,701 7791

The notes on pages 113 to 183 form an integral part of these financial staternents. Refer to note 2 for details of prior year restatements.

The financial statements on pages 108 to 193 were approved by the Board of Directors on 27 April 2022, and are signed on its behalf by:

Simon Roberts
£ hief bxecutive

Sofels
— =

Kevin O’Byme
Chef Finarcal Otficer
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-
Consolidated cash flow statement 3
for the 52 weeks to 5 March 2022 g
g
52 weeks to 52 weeks to S
5§ March 2022 6March2021
{restated)
MNote £om £m
Cash flows from operating activities
Profit/(loss) before tax 854 (164)
Net finance costs e S 302 320 _
Operating profit 1,156 156
Adjustments for:
Depreciation expense 14,15 1,069 1,113
Amortisation expense 15 151 136 &
Net impairment loss on property, plant and equipment, right-of-use assets, intangible assets 14, 15,16 9 321 E
Nan-cash adjustments arising from acquisitions - {n g
financial Services movement in loss allowance for loans and advances to customers 19 85 ]
Loss/{profit) on sale of non-current assets and early termination of leases 3 (6) (17) ;ff
Non-underlying fair value movements 5 (76) - =
Share-based payments expense 38 58 29
Defined benefit schermne expenses 37 4 13
Cash contributions to benefit schemes L 3 1y {101)
Operating cash flows before changes in working capital 2,313 1734
Changes in working capital 33
(Increase)/decrease in inventories (179) 1nz
Decrease in financial assets at fair value through other comprehensive income 115 267
Decrease in trade and other receivables 33 62 -
Decrease in amounts due from Financial Services custorners and other deposits 161 1912 ?
Increase in trade and other payables 28 321 3_
(Decrease} in amounts due to Financial Services customers and other deposits (1,030) {1.805) &
(Decrease)fincrease in provisions and other liabilities S () 177 _ B
Cash generated from operations 1,361 2,785 g
Interest paid (329) (349) 'é_
Corporation tax paid o T 93
Net cash generated from operating activities L 1,009 2343
Cash flows from investing activities
Purchase of property, plant and equipment 33 (416) (423)
Initial direct costs on new leases 3 {7}
Purchase of intangible assets 33 (278) (172)
Proceeds from disposal of property, plant and equipment 46 27
Dividends and distributions recetved e 2 22
Net cash used in investing activities e (649)  (553)
Cash flows from financing activities
Proceeds from issuance of ordinary shares 26,29 21 17
Proceeds from borrowings - 660
Repayment of borrowings (248) (289)
Repayment of short-term borrowings - (650)
Repayment of perpetual capital secunties (8) {250)
Purchase of own shares 29 {48) (30)
Repayment cf capital element of lease obligations (493) (501)
Dividends paid on ordinary shares 13 (238) (232)
Dividends paid en perpetual securities ) _ 4) (23)
Net cashused in financing activities - (1018) (1308
Net (decrease)/increase in cash and cash equivalents (658) 482
Opening cash and cash equivalents . B . _ 1476 994
Closing cash and cash equivalents 33 818 1476

The nctes on pages 113 to 193 form an integral part of these financial statements.

Refer to note 2 for details of prior year restatement.
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1 Sainsbury plc .-

Consolidated statement of changes in equity

for the 52 weeks to 5 March 2022

Capital Total equity
Share redemption before Perpetual Perpetual
Calledup premium Merger and other Retained perpetual capital canvertible Total
share capital account TeSETVE reserves earnings secyrities securities bonds equity
Note £m £m £m £m £m £m £m £m £m
At 7March 2021 (as previously reparted) 637 1173 568 847 3131 6356 - 248 6604
Openingbalance adjustment .~~~ - - - - & 97 - - 97
At 7 March 2021 (restated) 637 1173 568 847 _ 3228 6453 - 248 €701
Profit for the period 29 - - - - 677 677 - - 677
Other comprehensive income 27.29 - - - 285 1,457 1,742 - - 1,742
Taxrelating to other comprehensiveincome .~ 29 - = - 87 @3 (18 = - - (518)
Total comp-r-ehensive income for the - - - 198 1,703 1,901 - - 190
poriod ended 5 March2022 - - o
Cash flow hedges gains and losses 27.32 - - - 23 - 28 - - 28
transferred to inventory e - ) i
Transactions with owners:
Dividends 13,29 - - - - (238) (238) - - (238)
Share-based payment 38 - - - - 60 60 - - 60
Purchase of own shares 29 - - - - (48) (48) - - (48)
Allotted in respect of share 26,29 5 17 - - (1) 21 - - 21
option schemes
Conversion of perpetual 28 26 216 - - 2) 240 - (240) -
convertible honds
Repayment of perpetual - - - - - - - {8) @)
convertible bonds
Other adjustments - - - 16 (13) 3 - - 3
Tax on itemns charged to equity - - - = 3 3 - - 3
At S March 2022 868 1,406 568 1089 4,692 8423 - - 8423
At 8 March 2020 (as previously reported) 634 1158 568 848 4068 7277 248 48 7773
Opening balance adjustment o - - - 1B 18 - - 18
At 8 March 2020 (restated) 634 _Lise 568 848 4,086 7295 248 248 7791
(Loss)/profit for the period - - - (208) (208) - 7 {201
Other comprehensive incomne/(loss) - - 4 (482) 478) - - (478)
Tax relating to other comprehensive - - - 4) 67 63 - - 63
income/(loss) e - ) _
Total comprehensive (loss)/profit for - - - - 623) 623) - 7 616)
the period ended 6 March 2021 - -
Cash flow hedges gains and losses - - - F - {1 - - 0
transferredtoinventory =~ ==~ = S - -
Transactions with owners;
Dividends - - (232) (232) - - (232)
Distribution to holders of perpetual - - - - - - (7) {7
securities
Share-based payment - - - 29 29 - - 29
Purchase of own shares - - - (300 (30) - - 20)
Aliotted in respect of share 3 14 - - - 17 - - 17
option schemes
Redemption of perpetual - - - - 2 12) [248) - (250)
capital securities _ . o o B - i
At 6 March 2021 637 1173 568 847 3,228 6,453 - 248 6,701

The notes on pages 113 to 193 form an integral part of these financial statements.

Refer to note 2 for details of prior year restatements.
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Notes to the consolidated financial statements

1 General information

1 Sainsbury plc is a public limited company (the ‘Company’) incorparated in the United Kingdom, whase shartes are publicly traded on the London Stock
Exchange The Company is domiciled in the United Kingdom and its registered address is 33 Holborn, London ECIN 2HT, United Kingdom,

The financial year represents the 52 weeks to 5 March 2022 {prior financial year: 52 weeks to 6 March 2021). The consclidated financial statements for the
52 weeks to 5 March 2022 comprise the financial staternents of the Company and its subsidiaries {the ‘Group’) and the Group’s share of the post-tax results
of its joint ventures and associates.

The Group’s principal activities are Food, General Merchandise and Clothing retailing and Financial Services.

2 Significant accounting policies

2.1 Basis of preparation
The Group’s financial statements have been prepared in accordanee with LIK-ardopted international accounting standards.

The financial statements are presented in sterling, rounded to the nearest million ('£r’} unless otherwise stated. They have been prepared under the
historical cost convention, except for derivative financial instruments, defined benefit pension scheme assets and financial assets at fair value through
other comprehensive income that have been measured at fair value.

Sainsbury's Bank plc and its subsidiaries have been consolidated for the twelve months to 28 February 2022 being the Bank’s year-end date (prior financial
year: 28 February 2021). There have been no significant transactions or events that occurred between this date and the Group's balance sheet date. and
therafore no adjustments have been made to reflect the difference in year-end dates.

Significant accounting policies have been included in the relevant notes to which the policies relate, and those relating to the financial staternents as a whole
can be read further below. Unless otherwise stated, sigmificant accounting policies have been applied consistently to all periods presented in the financial
statements,

Prior period restatements

Business rates within property provisions

The consclidated financial staterments include a prior year restaternent in relation to the treatment of business rates within property provisions. Where the
Group no longer operates from a leased property, onercus property contract provisions are recognised for the least net cost of exiting from the contract.
Unless a separate exit agreement with a landlord has already been agreed, the Group's policy is that this cnerous contract provision includes all unavoidable
costs of meeting the obligations of the contract — these include service charges and insurance, and have also historically included business rates.

There is apparent mixed practice across companies concerning the treatment of business rates in onerous contract provisions However following additional
guidance published this year by accounting advisory firms, the Group has reassessed its policy in this area, and concluded that business rates are a statutory
obligation rather than a contractual one, and should be recognised as a periodic cost in line with IFRIC 21 "Levies”. Prior pericd cormparatives have therefare
been restated to rernove business rates fram previously recognised property provisions

Notional cash pooling

The consolidated financial statements include a prior year restatement in relation to notional cash posling arrangements where the intention to net settle
cannot be clearly demonstrated, and therefore do not meet the requirements for offsetting in accordance with 1AS 32 ‘Financial Instruments: Presentation”
Prior period comparatives have been restated by grossing up cash and overdrafts (reported within current borrowings). There is no impact on the income
staternent, cash flow statement nor earnings and diluted earmings per share.

Prior period comparatives
The prior period comparatives have been restated in accordance with TAS 8: ‘Accounting Policies, Changes in Accounting Policies and Errors’ and have
impacted the primary financial statements as follows:

Income statement
Before non-underlying items Non-underlying items Total
Aspreviously  Business rates As Aspreviously  Businessrates As 1 Aspreviously  Businessrates As
reported adjustment restated Teported adjustment restated reported adjustrment restated

For the 52 weeks ta 6 March 2021 £m £m £m £m £m £m - €m £m £fm
Revenue 20,048 - 29,048 - - -1 290048 - 29,048
Cost of sales @687y 1 (26870) @ 79 3y (783 80 (27.203)
Gross profit/{loss) 2,177 1 2,178 (412) 79 (333) \ 1,765 80 1,845
Administrative expenses {1,480) - (1,480) (238) 16 (222) (1.718) 16 (1,702}
Other income B . " - 2 1 - 1y 13 - 13
Operating profit/(loss) 709 1 710 (649) 95 (5549) 60 96 156
Finance income 3 - 3 29 - 29 32 - 32
Finance costs o @se) - (36 3 4 3y 1 (352
Profit/(loss) before tax 356 1 357 (617) 96 (521) (261) 97 (164)
Income tax (expense)/credit s - (105) 86 {18) 68 s 08 (37}
Profit/(loss) for the 251 1 252 {531) 78 (453) {280) 79 (201)
financialperiod . . - - - ) e
Earnings per share 11.7 - 11.7 (13.0) 36 ©4)

Diluted EPS 11.4 - 11.4 (13.0) 3.6 T (0.9)
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J Sainsbury plc -

2 Significant accounting policies continued

Balance sheets

As previously

Noticnal cash
pooling

Business rates

As

reported adjustment adjustment restated
As at 6 March 2021 £m £m £m £m
Cash and cash equivalents o _ o ) 1477 98 I *:7- 0
Total assets . 25,162 98 - 25,260
Current liabilities
Borrowings {258) (98) - (358)
Taxes payable (58) - (24) {83)
Provisions ) . _(209) - 10 (199)
Total current liabilities L o o {11,717) ©8) (14 (11,829)
Net current Habilities - - 14 (4.658)
Non-current liabilities
Provisions (261) - 111 (150)
Total liabilities - (18558 98) 97 {18.558)
Net assets o 6604 - 97 6.701
Equity
Retained earmings _ ) 3131 - 97 3228
Total equity before perpetual securities 6,356 - 97 6,453
Total equity 6,604 - 97 6,701
As previously  Business rates As
reperted adjustment restated
As at 7 March 2020 £m £m £m
Current liabilities
Taxes payable (163} (5) (168)
Provisions 7 77 _ oy 2 (106}
Total current liabilities . . . {12.047) B3 {12,050)
Net current Habilities . _ 77 (4461 (3 (4,464)
Non-current liabilities
Provisions {89) 21 68)
Total liabilities ) _ _(20,164) 18 (20,146)
Netassets . 7773 8 7791
Equity
Retained earnings - ) N o 4,068 18 4086
Total equity before perpetual securities 7277 18 72295
Total equity 7773 18 7791
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2 Significant accounting policies continued

Cash flow statement

As previously  Business rates As

Teported adjustment restated

For the 52 weeks to 6 March 2021 £m £fm £m
Cash flows from operating activities
Profit/(loss) before tax (261) g7 (164)
Net financeecests ) o3&y 320
Operatingprofit . . 80 _ 9 1%
Operating cash flows before changes in working capital 1,638 96 1,734
Changes in working capital
(Decrease)/increase in provisions and other liabilities e - 273 96) w7
Cash generated from operations o __zmes - 28
Net cash generated from operating activities 2348 - 2,343
Net cash usedin investing activities N - N L
Net cash used in financing activities } e {308 - (1308
Net (decrease)/increase in cash and cash equivalents 482 - 4872

Change in accounting policy —- Software as a Service (SaaS) arrangements

During the year, the Group revised its accounting policy in relation to upfront configuraticn and customisatton costs incurred in implementing software as
a service (Saas) arrangemnents. This is in response to the IFRS Interpretations Committee (IFRIC) agenda decision clarifying its interpretation of how current
accounting standards apply to these types of arrangements during the current financial year. The new accounting policy is presented within note 16.
Adjustments in relation to costs capitalised in prior years have therefore been recognised as follows:

£m
Intangible assets (30)
Prepayments o I I
Total assets/net assets - e (21)
Administrative expenses {<1)
Profit before tax (21)

The impact is not considered to have a material impact on the prior year balance sheet nor income statement, therefore the prior year results have not been
restated. Given this is an out of period cost and could distort comparability between reporting periods, this has been included within non-underlying profit
before tax. Intangible asset write-offs bave been included within disposals.

In addition to the above, £14 million of current year spend that would have been capitalised to intangible assets under the Group's previous accounting policy
has now been recognised within prepayments (€6 million) and underlying profit (£8 million).

There is no impact on cash flows.

Climate change considerations

In prepanng the Group's financial statements, consideration has been given to the impact of both physical and transition climate change risks, as described
within the Task Force on Climate-Related Financial Disclosures {TCFD) section on page 17, and how these impact the financial statements. While it is not
believed that these climate change risks have a matenal impact on the Group's financial staternents, further narrative disclosure has been provided in the
following disclosure notes:

— Going Concern —note 2.2

-— Significant accounting judgements, estimates and assumptions — note 4
— Property, plant and equiprment —note 14

— Impairment of non-financial assets —note 17

— Provisions — note 25

- Retirement benefit obligations — note 37

The policy, technology and market changes in response to climate change are still developing, and these are interdependent upon each other, and
consequently the financial statements cannot capture all possible future outcomes as these are not yet known. The degree of certainty of these changes
may also mean that they cannot be taken into account when determining asset and liability valuations and the timing of future cash flows under the
requirements of UK adopted international accounting standards.
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2 Significant accounting policies continued

2.2 Going concern

The Directors are satisfied that the Group has sufficient resources to continue
in operation for a period of at teast 12 menths from the date of approval.
Accordingly, they continue to adopt the going concern basis in preparing the
financial statements. The assessment periad for the purposes of considering
going concern is the 12 menths to 27 April 2023,

In assessing the Group's ability to continue as a going concern, the Directors
have considered the Group’s most recent corporate planning and budgeting
processes, This includes an annual review which considers profitability,

the Group's cash flows, committed funding and liquidity positions and
forecasted future funding requirements over three years, with a further

two years of indicative movements.

The Group manages its financing by diversifying funding sources,
structuring core borrowings with long-term maturities and maintaining
sufficient levels of standby liquidity via the Revolving Credit Facllity. This
seeks Lo minimise liquidity risk by rmaintaining a suitable level ¢f undrawn
additional funding capacity.

The Revolving Credit Facility is split into two Facilities, a £300 million Facility
{A) and a £1,084 million Facility (B). Facility A has a final maturity of April
2025 and Facility B has a final maturity of October 2024. As at 5 March 2022,
both Facility (A} and Facility (B} were undrawn.

In assessing going concern, scenarios in relation to the Group's principal risks
have been considered in line with those disclosed in the viability staterment
on page 51 by overlaying thern into the corporate plan and assessing the
impact on cash flows, net debt and funding headroem. These severe but
plausible scenarios included modelling inflationary pressures on hoth food
margins and general recession-related risks, the impact of any regulatory
fines, and the failure to deliver planned cost savings.

In performing the above analysis, the Directors have made certain
assumptions around the availability and effectiveness of the mitigating
actions available to the Group. These include reducing any non-essential
capital expenditure and operating expenditure on projects, bonuses and
dividend payments.

The Group's most recent corporate planning and budgeting processes
incorporates assumed cashflows to address climate change risks, including
those associated with the Group’s Plan for Better commitment which include
reducing environmental impacts and meeting customer expectations in this
area, notably through reducing packaging and energy usage across the
estate Climate-related risks do not result in any material uncertainties
affecting the Group’s ability to continue as a going concern.

Caonsideration was also given to the conflict in Ukraine which has continued
to develop subsequent to the Group's balance sheet date. Inflationary
pressures which may be caused by the conflict are already incorporated into
the overall going concern assessrment, as such the impact of the conflict in
Ukraine does not impact the conclusions reached over going concern.

As a consequence of the work performed, the Directors considered it
appropriate to adopt the going concern basis in preparing the Financial
Statements with no material uncertainties to disclose.

2.3 Basis of consolidation

a) Subsidiaries

Subsidiaries are all entities, including structured entities (see below) over
which the Group has control. This is when the Group is exposed to, or has
rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. The resuits
of subsidiaries are included in the income statement from the date of
acquisition or, in the case of disposals, up to the effective date of disposai.
Intercompany transactions and balances between Group companies are
eliminated upon consclidation.

3} Sainsbury plc

Sainsbury's Property Scottish Partnership, Sainsbury's Property Scottish
Limited Partnership, Sainsbury’s Thistle Scottish Limited Partnership and
Nectar 360 Services LLP, are partnerships which are fully consolidated into
these Group accounts. The Group has taken advantage of the exemption
conferred by Regulation 7 of the Partnerships (‘Accounts’) Regulations 2008
and has therefore not appended the accounts of these qualifying
partnerships to these accounts.

Significant judgement — Consolidation of structured entities
Sainsbury’s Thistle Scottish Limited Partnership (‘the Partnership’) 15 a
structured entity which the Group fully consolidates.

A structured entity is one in which the Group does not hold the majority
interest but for which management has concluded that voting rights are

nct the dominant factor in deciding who controls the entity. The Partnership,
in which both the Group and Pension Scherne Trustee hold an interest, was
established following the 2018 triennial valuation of the Group’s defined
henefit scheme.

The Group has determined that the relevant activities of the Partnership are
the funding of the Scheme and whether the funding targets have been met
Furthermgre, a general partner wholly owned by the Group has exclusive
responsibility for the managernent and control of the Partnership and sole
authority to exercise the Partnership’s rights. This includes the ability to
make additional contributions to the Scheme such that the funding targets
are met. As the Group can direct the Partnership’s relevant activities and
affect its returns {through reaching the Scheme’s funding targets), it has
been concluded that the Group controls the Partnership, despite not having
a majority interest. Tt is therefore consolidated in the Group accounts. Further
information is included in note 37.

b) Joint ventures and assoclates

The Group applies IFRS 11 to all joint arrangements. Under IFRS 11, investments
in joint arrangements are classified as either joint operations or joint ventures
depending on the contractual rights and obligations of each investor. The
Group has assessed the nature of its jeint arrangements and determined
them to be joint ventures. Associates are entities over which the Group has
significant influence but not control.

Investments in joint ventures and associates are carried in the Group balance
sheet at historical cost plus post-acquisition changes 1n the Group's share of
net assets of the entity, less any provision for impairment. Where the Group
transacts with a joint venture or associate, profits and losses are eliminated
to the extent of the Group's interest in the joint venture or associate.

A full list of the Group's joint ventures is included in note 43. Joint ventures
with a different year-end date to the Group are reported to include the
results up to 28 February 2022, the nearest menth-end to the Group's
year-end. Adjustments are made for the effects of significant transactions
or events that occurred between 28 February and the Group's balance sheet
date. No joint venture arrangements are considered significant to the Group

c) Foreign currencies
The consclidated financial statements are presented in sterling, which is the
ultimate parent company’s functional currency.

Foreign operations

The Group has operations in Asia that source and purchase certain general
merchandise and clothing inventory. In addition the Group has a trading
entity in Ireland. On consolidation. assets and liabilities of foreign operations
are translated into sterling at year-end exchange rates. The results of foreign
operations are translated inte sterling at average rates of exchange for

the year Exchange differences arising are recognised in the Group
statement of comprehensive income/{loss) and are included in the Group's
translation reserve.

Foreign currency transactions

Transactions denominated in foreign currencies are translated at the
exchange rate at the date of the transaction. Monetary assets and liabilities
dencminated in foreign currencies at the balance sheet date are translated
at the exchange rate ruling at that date. Foreign exchange differences arising
on translation are recognised 0 the income statement.
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2 significant accounting policies continued

2.4 Amendments to published standards

Effective for the Group and Company in these financial statements:
The Group has considered the following amendments to published standards
that are effective for the Group for the financial year beginning 7 March 2021
and concluded that they are either not relevant to the Group or that they

do not have a significant impact on the Group's financial staternents other
than disclasures.

—- Amendments to IFRS 9 ‘Financial Instruments’, [AS 3% ‘Financal
Instruments: Recognition and Measurernent’ and IFRS 7 'Financial
Instruments: Disclosures’ on the Interest Rate Benchmark Reform —
Phase 2

— Amendment to IFRS 16 ‘Leases’ with regards to the exemption granted
inthe ‘COVID-19-related rent concessions’

The Group early adopted the Interest Rate Benchmark Reform Phase 2
ameandments in the financial year ended 6 March 2021, The Group has
eltected not to apply the exemption granted in the 'COVID-19-1elated rent
concessians’ as the Group has not received material COVID-1S-related rent
concessions as a lessee.

Standards and revisions effective for future periods:
The fellowing standards and revisions will be effective for future pericds:

— Amendments to IFRS 3 ‘Business Combinations’ with reference to the
Conceptual Framework

— Amendments to IAS 37 ‘Provisions, Contingent Liabilities and Contingent
Assets’ on Onerous Contracts — Cost of Fulfilling a Contract

— Amendments to [AS 16 ‘Property, Plant and Equipment’ on Proceeds
before Intended Use

— Armendments to 1AS 1 'Presentation of Financial Statements’ on the
classification of liabilities as current or nen-current

— Amendments to LAS 1 ‘Presentation of Financial Staternents’ and [FRS
Practice Statement 2 ‘Making Materiality Judgements’ on the disclosure
of accounting policies

— Amendments to [AS 8 ‘Accounting Policies, Changes in Accounting
Estimates and Errors’ on the definition of accounting estimates

— Amendments to [AS 12 'Incorne Taxes’ on Deferred Tax Related to Assets
and Liabilities Arising from a Single Transaction

— IFRS 17 ‘Insurance Contracts’

The Group has considered the impact of the remaning above standards and
revisions and has concluded that they will not have a significant impact on
the Group's financial staternents.

3 Alternative performance measures
(APMs)

In the reporting of financial information, the Directors use various APMs.
These APMs shoutd be considered in additfon to, and are not intended

to be a substitute for, IFRS measurements. As they are not defined by
International Financial Reporting Standards, they may not be directly
comparable with other companies’ APMs.

The Directors believe that these APMs provide additional useful information
for understanding the financial performance and health of the Group.

They are alsc used to enhance the cormparability of information between
reporting periods {such as like-for-like sales and underlying profit) by
adjusting for non-recurring or uncontrollable factors which affect IFRS
measures, to aid users in understanding the Group's performance

Cansequently, APMs are used by the Directors and management for
performance analysis, planning, reporting and incentive setting purposes.

The APMs that the Group has focused on in the peried are defined and
reconciled on page 203. All of the APMs relate to the current period's results
and comparative periods.

] Sainsbury plc ¢ '

4 Significant accounting judgements,
estimates and assumptions

The preparation of financial statements requires the use of judgements,
estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reperted amounts
of revenues and expenses during the reporting period. Those which are
significant to the Group are discussed separately below:

Judgements

In the process of applying the Group’s accounting policies, management
has made the following judgements, which have the most significant effect
on the amounts recognised in the consolidated financial staternents:

— Consolidation of structured entities — refer to note 2.3
— Non-underlying items — tefer tonote 5

— Aggregation of operating segments — refer to note 7
— Lease term —refer to note 15

Sources of estimation uncertainty

The areas where estimates and assumptions are significant to the financial
statements are as listed below. The estimates and associated assumptions
are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results
rmay differ from these estimates.

— Nectar accounting (breakage estimates) —refer to note 6

— Lease liabilities (derivation of discount rates) — refer to note 15

— Impairment of non-financial assets — refer to note 17

— Provisions —refer to note 25

— Impairment of Financial Services loans and advances — refer to note 30
— Pest-employment benefits (assets and liabilities) — refer to note 37

In assessing the Group's judgements and sources of estimation uncertainty,
consideraticn has been given ta the impact of climate change risk on these.
Aside frem impairment of non-financial assets (refer to note 17) and
post-employment benefits (refer to note 37), climate change risks do not
have any impacts on the Group’s judgements or sources of estimation
uncertainty

Effective interest rates on Financial Services loans and recevables, which
was disclosed as a key estimate in the prior year financial statements,

is no longer deerned to be a key estimate. In calculating the effective
interest rate of a financial instrument the Group takes into account all
armounts that are integral to the yield of a financial instrument as well as
incremental transaction costs. In the case of loans and advances to custorners,
any significant changes in the assumptions used to estimate the effect on
future cash flows would not have a material impact on the value of loans
and receivables held on the balance sheet, and therefore the Group nolonger
deerns this to be a source of significant estimation uncertainty.
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5 Profit before non-underlying items

In order to provide shareholders with additional insight into the year-on-year performance of the business, an adjusted measure of profit (underlying profit
before tax) is provided to supplement the reported IFRS numbers, and reflects how the business measures performance internally. This adjusted measure
excludes ltemns recognised in reported profit or loss defore tax which, it included, could distort comparability between periods.

3 Sainsbury plc o
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Determining which items are to be adjusted requires judgement, in which the Group considers items which are significant either by virtue of their size andior
nature, or that are non-recurring. The same assessment is applied consistently to any reversals of prior non-underlying items.

Underlying profit is not an IFRS measure and therefare not directly comparable to other companies.

The most significant non-underlying items in the current year relate to income received in relation to the settlernent of legal disputes over interchange fees,

and costs associated with restructuring prograrnmes. More details on each are included further below.

The Group has not included any additional costs incurred or credits received directly in relation to the impacts of COVID-19 within nen-underlying items.
Whilst some items (such as additional expenses incurred protecting colleagues and custorners) are discrete and can be separately quantified, others, such as
incremental food sales, cannot be Teliably disaggregated from the Group’s underlying performance. The Group has therefore concluded that presenting some
movernents as underlying and others as non-underlying would give an imbalanced view that is not easily comparable to past and subsequent periods.

Net finance Total ‘
Costof  Administrative Other incomes  adjustments | Total
sales expenses income {costs) before tax ‘ Tax adjustments
£m £m £m £m £m £m £m
Income recognised in relation to legal disputes - 13 167 - 180 ‘ {35) 145
Restructuring and integration !
Restructuring programmes (69) (35) 12 - (92) 17 (75)
Financial Services transitionand other - (1) - - ) 2 .
Total restructuring and integration (69) (46) 12 - (103) 1 19 B8a)
Software as a service accounting adjustment - {21) - - (21) 4 azn
Property, finance, pension and 1
acquisition adjustments
ATM business rates reimbursement 2 - - - 2 - 2
Profit on disposal of properties - - 7 - 7 - 7
Non-underlying finance and fair value movements 76 - - B) 68 ‘ (13) I 55
[AS5 19 pension expenses - {4) - 15 11 (2 9
Acquisition adjustments ) - ~ (20) - - 20y 4. {16)
Total property, finance, pension and 78 (24) 7 7 \ 68 1) | 57
acquisition adjustments ‘ '
Tax adjustments i
Over provision in prior years - - - - ‘ - @) | @
Revaluation of deferred tax balances - - - - - 9 9
Other tax adjustrments B - - - - - @ (M
Total adjustments 9 (78) 186 7 | 124 23) 101

Income recognised in relation to legal disputes

During the current period, agreements were reached and two legal cases settled in relaticn to overcharges from payment card processing fees, which
largely reflect inter-bank "interchange fees”. This has led to net income of £167 million being recognised. The Group has one ongoing legal case remaining

- refer to note 40.

Of the £167 million, cash of £75 million was received in a prior year and held as deferred income. Net cash of £93 million was received during the current

financial year and £1 million of legal fees remains outstanding.

In addition. a provision for a legal claim totalling £13 rmillion has heen released as it was assessed during the financial period that a pay-out is no longer

considered probable.
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5 Profit before non-underlying items continued

Restructuring programmes

In the prior year, the Group announced a restructuring programme to accelerate the structural integration of Sainsbury's and Argos and further simplify the
Argas business; create a new supply chain and logistics operating model, moving to a single integrated supply chain and logistics network across Sainsbury’s
and Argos; and further raticnalise/repurpose the Group's supermarkets and convenience estate. The programme also considered the Group's Stere Support
Centre ways of working.

The programme is a rnulti-year activity which began in the prior year and has continued into the current year. Total cumnulative costs to 5 March 2022 are
£{640) million split between £(548) million in the prior year and £(32) million in the current period as detailed in the table below. Total expected costs are still
in the range of £300 million to £1 billion to March 2024, with the majority in the period to March 2624. In line with IFRIC 21 “Levies”, business rates are now
recognised as a periodic cost and as such approximately £40 million of business rates associated with leased properties in the restructuring proegramme will
be recognised after the year ended March 2024. Refer to note 2 for further details.

{Costs)/gains recognised in the current year are as follows:

52 weeks to 52 weeks to

5 March 6 March

2022 2021

[restated)

£m £m

Write downs of property, plant and equipment'® e (28)
write downs of leased assets™' 3 (72)
Write downs of intangible assets - 3
Closure provisions™” (24) {145)
Accelerated depreciation of assets® (33) (27)
Redundancy provisions™ (40) (61)
Consultancy costs (18) (10)

Gain on lease terminations® 9 16

Property profitst® 12 -

Recognition of sub-lease debtor™ ) o 1 -
Restructuring programmes {92) (328)
Imparrment of non-financial assets o 77 o - _(220)
Total restructuring and impairment costs {92) (548)

During the financial year, the Group annaunced the closure of 200 of s in-store cafes Related assets have been written down as a result

Closure provisions relate to onctous contract costs, dilapidations and strip out cosls on leased sites thal have been Wdentified for clasure Upon intial recogmtion of closure provisions, managerment uses its best
estimates of the relevant costs to be incurred as well as expected closure dates Business rates on leased property whare the Group no longer operates from are recognised n the period they are incurred

The remaimng useful economic lives of corresponding sites have been reassessed o align with closure dates, resulting in an acceleration in depreciation of these assets The existing depreciation of these assets
{depreiation that wauld have heen recogmised absent of a closure decision) s recagmised within underlymg expenses, whereas accelerated depreciation above this s recogmsed within non-underlying expenzes
Redundancy costs are recognised as the plan 1s announced and a vald expectation raised with the affected colleagues The current year charge relates to redundancies announced as part of Argos store closures,
depot closures, and café and food counter closures

Gans an lease terrminations relate to sites imparrad n the pror gear for which it has heer negotiated to exit the leases before the contractual end date This includes the release of any lease labihties and nght-of-use
assets, aswell as any closure provisions previausly Tecognised

Protit on disposal of properties relates ta profits recognised in the period as sites previously impaned as part of the restructuring pragrammes have been disposed of.

During the year. the Group was able to negotiate a sub-iease on a previously impaired site for the duration of the remaining headlease This resulted in the creation of a sub-lease debtor irefer to accounting pohcies
for Graup a lessor on page 137), with any diference between the lease receivable and nght-of-use asset being recogmised in the Income staterment

Q,
b

[

d

g

g

As the costs incurrad facilitate future underlying cost savings, it was considered whether it was appropnate to report these costs within underiying profit.
whilst they arise from changes in the Group's underlying operations. they can be separately identified, are material in size and do not relate tc ordinary
in-year trading activity In addition, the areas being closed or restructured no longer relate to the Group’s remaining underlying operations and their exclusion
provides meaningful companson between financial years.

Software as a service accounting adjustment

During the year, the Group revised its accounting policy in relation to upfront configuration and customisation costs incurred in implementing software

as a service (Saas) armangements; refer to note 2.1 for further details. Costs capitalised in prior years totalling £21 mitlion have been written off this year.
Given this s an out of peried cost and could distort cornparability between reporting periods, this has been included within non-underlying profit befere tax.

Financial Services transition and other

These comprise Financial Services transition costs of £{11} million and were incurred in transitioning to new banking platforms as part of the previously
announced New Bank Programme. These principally comprise contractor and service provider costs relating to the migration of data and ather services
to the Bank's new infrastructure and operating model. These costs of integration do not reflect the business's trading performance and so are adjusted
to ensure consistency between periods. The programme ended this financial year.
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5 Profit before non-underlying items continued
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Property, finance, pension and acquisition adjustments

— A further £2 million of ATM rates reimburserent income is due to be received from the Valuation Cffice following the Supreme Court’s ruling that ATMs
outside stores should not be assessed for additional business rates on top of normal store rates.

— Profit on disposal of non-trading properties for the financial peried comprised £(7) million for the Group. These are excluded from underlying profit as
such prefit is not related to the ongeing operating activities of the Group.

— Non-underlying finance and fair value movements for the financial period comprised £68 million for the Group. These inciude fair value remeasurerments
on derivatives not in a hedging relationship and lease interest on impaired non-trading sites, including site closures The fair value movements are driven
by external market factors and can significantly fluctuate year-on-year. They are therefore excluded to ensure consistency between periods. Lease
interest on impaired, non-trading sites 1s excluded as they do not contribute to the cperating activities of the Group. Included within cost of sales is
€76 million of income in relation to favourable movermnents on long-term, fixed price power purchase arrangements (PPAs) with independent producers.
These are accounted for as derivative financial instruments, however are not designated in hedging relationships. therefore gains and losses are
recognised in the income statement. Increases in electricity forward prices in the year have led to gains on the related derivative financial instrurments.
During the year, the Group entered into an additional PPA, however have designated this in a formal hedging relationship, with gains and lesses being
recognised within other comprehensive income. Further infarmation is included within note 31. The remaining movernents of £(8) million wathin finance

income and costs are analysed further in note 10.

— Detined benetit pension interest and expenses comprises pension finance income of £15 rmillion and scheme expenses of £{4) million (see note 37).
Although a recurring item, the Group has chosen tc exclude nat retirement benefit income and costs from underlying profit as, following closure of
the defined benefit scheme to future accrual, it is not part of the ongoing operating activities of the Group and its exclusion is consistent with how the

Directors assess the performance of the business.

— Acquisition adjustments of £(20) million reflect the unwind of nen-cash fair value adjustments arising from Home Retaill Group and Nectar UK

acquisitions. The Group would not normally Tecognise these as assets outside of a business combination. Therefore the unwinds are classified as

non-underlying and are tecegnised as follows:

52 weeks to 5 March 2022 52 weeks to 6 March 2021
Argos Nactar Total Group Argos Nectar Total Group
£m £m £m £m £m £m
Depreciation 3 - 3 5 - 5
Amortisation o a8 ® @ ) 28
(15} (5) (20 13 {6) {19)
Comparative information (restated)
Net finance | Total
Administrative incomes | adjustments Total
Cost of sales expenses Cther income {costs) before tax Tax adjustments
£m £m £m fm ! £m £fm £fm
Restructuring programmes (263) 65} - - (328) 58 (270)
Impairment of non-financial assets f112) (108) - - {220) 3 (187}
Financial Services transition and other B R [ - - (17) 3 14
Total restructuring, impairment (375) (190) - - {565) 94 47D
and integration
Property, finance, pension and acquisition
adjustments
ATM business rates reimmbursement 42 - - - 42 ® 34
Profit on disposal of properties - - 1 - 1 7 8
Perpetual securities coupons - - - 14 i 14 - 14
Non-underlying finance moverments - - - - - - -
1AS 19 pension (expenses)/income - (13) - 19 | 6 ; (] ‘ 5
Acquisition adjustments e ¢ - - . 19 41y
Totat property, finance, pension and acquisition 42 (32) 1 33 44 | 2 46
adjustments
| |
Tax adjustments
Derecognition of capital losses - - - - | - 28 | (28)
Total adjustments - @33 (222) 1 33 521 | 68 | (a53)

Refer to note 2 for details of prior year restatements.
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5 Profit before non-underlying items continued

Cash flow statement
The table below shows the impact of non-underlying iterns on the Group cash flow statement:

52 weeks to 52 weeks 1o
5 March EMarch
2022 2021
£m £m
Cash flows from operating activities
IAS 19 pension expenses (@) (7)
Financial Services transition and other (13) {15)
Restructuring pregrammes (114) (39)
Income recogrised in relation to legal disputes 93 -
ATM rates reimbursement B o n_ oz
Cash used in operating activities 27) (34)
Cash flows from investing activities
Proceeds from property disposals’ o e L 7
Cash generated from investing activities o . a7 _
Net cash flows 19 7

1 €19 rmllon of the cutrent penad proceeds from property disposals are a result of restructuning programmes

6 Revenue

Accounting policies

Revenue consists of sales through retail outlets and online and, in the case of Financial Services, interest receivable, fees and commissions and excludes Value
Added Tax (VAT). Revenue is recognised when the Group has a contract with a custormer and a performance obligation has been satisfied, at the transaction
price allocated to that performance obligation.

Retail sales

a) Retail —sale of goods

For sales through retail outlets and online, the transaction price is the value of the goods, net of returns, colleague discounts, and vouchers. Revenue is
recegnised when the customer obtains control of the goads, which 1s when the transaction is completed m-store or, for online orders, when goods have
been delivered or collected by customers {for click and collect).

b) Otherrevenue items

Other revenue items include wholesale sales made diractly to third-party customers, and income from concessions and commissions, net of returns and
discounts. Wholesale revenue is recognised when the goods are delivered to the custormer. Revenue collected on behalf of others is not recognised as
revenue, other than the related commission which is based on the terms of the contract Sales are recorded net of VAT,

An element of jJudgernent 15 required for commission-based arrangements to determine whethet the Group should recognise revenue as principal
(recognising gross revenue and associated costs) or as agent {recognising net income as revenue only). The assessment considers whether the Group
controls the relevant goods prior to sale to the end customer. The Greup's Televant contracts are not complex and therefore the level of judgement
involved is not considered significant to the Group.

¢} Nectar points

The issuance of Nectar points within the Group creates a separate performance obligation and therefore a portion of the transaction price is allocated to the
loyalty programme using the standalone selling price of points issued, and the corresponding revenue deferred. The deferral is treated as a deduction from
revenue and recogrised as a contract liability within deferred income (see note 23). The farr value of the points awarded is deterrined with reference to the
value per point to a customer and considers expected redemption rates (breakage) and the money off that each point entitles a customer to. The revenue
deferred is subsequently recognised when the Nectar peints are redeemed by the customer.

Significant estimate — Fair value of Nectar points

The Group estimates the fair value of points awarded under the Nectar programme by reference to the value per point to a customer, multiplied by expected
breakage assurnptions Breakage represents management’s estimate of points issued that will never be redeemed and is therefore subject to uncertainty.
Breakage s estimated by management based on the terms and conditions of membership and histonical accurnulation and redemption patterns.

As at the year-end, if the breakage estimate used in determining the deferred revenue for the Group had been 1.0 per cent lower, the deferred points liability
would have been £48 million higher. If the breakage estimate had been 1.0 per cent higher, the deferred points liability would have been £48 million lower.
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6 Revenue continued

Financial Services

a) Interest income
Interest Income 1 recegrsed in the income staternent for all instruments measured at amortised cost using the effective interest method.

The effective interest rate of a financial asset is calculated on initial recognition and is applied to the gross carrying amount of the asset. For financial assets
that have become credit-impaired subsequent to initial recognition, interest income is calculated by applying the effective interest rate to the amortised
cost of the financial asset net of impairment. If the asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.

In calculating the effective interest rate of a financial instrument the Group takes into account all amounts that are integral to the yield of a financial instrument
as well as incremental transaction costs.

b) Fees and commission income

Fees and commussions that are not integral to the effective interest rate calculation relate primarily to certain credit card and storecard fees, ATM interchange
fees, insurance introduction commission and warranty commission receivable. These are recognised in the income statement on an accruals basis as
performance obligations are satisfied. Where in the case of insurance commissions the income comprises an initial comrmssion and profit share, both

are recognised on completion of the service to the extent reliably measurable. where there is a risk of potential clawback, an appropriate element of the
commission recevable is deferred and amortised over the clawback period.

Margin from the sale of travel money, representing the difference between the cost price and the selling price, is recogmsed when the sale to the customer
takes place.

Other income
Other income generally consists of profits and losses on disposal of assets.

Revenue recognised

§March 6 March

2022 2021

£m £m

Grocery and General Merchandise & Clothing {GM&C) 25,440 26103
Fuel . _ i o ) S 4,023 2514

Total retail sales 29,463 28,617

Financial Services interest receivable 322 344

Financial Services fees and commission o - - 110 _ 87
Total Financial Services income - . o . 432 ) 431

Total revenue o 29,895 29,048

7 Segment reporting

Background

Management has determined the operating segments based on the information provided to the Operating Board {the Chief Operating Decision Maker for the
Group} to make operational decisions on the management of the Group. Three operating segments were identified as foliows:

— Retail — Food

— Retail — General Merchandise and Clothing

— Financial Services

Stgnificant judgement — aggregation of operating segments

Management has considered the economic characteristics, in particular average grass margin, simitanity of products. production processes, customers, sales
methods and regulatory environment of its two Retail segments. In doing so it has been concluded that they should be aggregated into ane 'Retail’ segment
in the financial staterments. This aggregated information provides users with the financial information needed to evaluate the business and the environment
inwhich it operates.

The Operating Board assesses the performance of all segments on the basis of underlying profit befare tax. Underlying profit before tax is an APM as described
innote 3. All material operations and assets are in the UK.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. Segment
capital expenditure is the total cost incurred during the period to acquire segment assets that are expected to be used for more than one period

Segment revenue presents a disaggregation of revenue from customers consistent with the Group’s primary revenue streams.
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Income statement and balance sheet
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Financial

Retail Services Group
52 weeks to 5 March 2022 £m £m £m
Segment revenue
Retail sales to external customers 25,463 - 29,463
Financial Services to external customers e - 432 432
Revenue e 29,463 432 29,895
Underlying operating profit 1,001 38 1,039
Underlying finance income 3 - 3
Underlying finance costs o - (312) . =
Underlying profit before tax 692 38 730
Non-underlying income (natc 5) e 124
Profit before tax 854
Income tax expense (note 11) - - 177)
Profit for the financial year o e - 877
Assets 20,368 6,541 26,909
Investrent in joint ventures and associates 3 - 3
Segment assets 20,371 6541 26,912

Segment liabilities

Other segment items
Additions to non-current assets
Property, plant and equipment
Intangible assets
Right-of-use assets
Depreciation expense’
Property, plant and equipment
Right-of-use assets
Amortisation expense?
Intangible assets
Irmpairment charges
Share-based payments

417
229
1,294

590
a77

130

53

(12,870)  (5619)  (18,489)

- 417
49 278
- 1,294
1 591

1 478
21 151
1 9
58

1 Depreqiationwithin the Retall segment includes a €(3) mullion credit 1n relation to the unwind of fawr value adjustments recognised on acquisition of HRG
2 Amothisation within the Retaul segrment includes & £23 milhion charge in relabion to the unwand of fawr value adjustments recoymsed on acquisition of HRG and Nectar UK
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7 Segment reporting continued

I Sainsburgple 0

Financial

Retail Setvices Group
52 weehs Lu 6 March 2021 {reslaled) fm £m £m
Segment revenue
Retait sales to external custormers 28,617 - 28,517
Financial Services to external custerners o - ) = 431 431
Revenue - S o @spl7 43 29048
Underlying operating profit/(loss) 731 {21) 710
Underlying finance income 3 - 3
Underlying finance costs ) - i L (356} - {356)
Underlying profit/(loss) before tax 378 21) 357
Non-underlying expense . S . (521)
Loss before tax (154
Income tax expense (37}
Loss for the financial year I o L _ (208
Assets 7 - 17735 7520 25255
Investment in jont ventures and associates _ B S I - 5
Segment assets - - 17740 7520 25,260
Segment liabilittes - - (1194) (6818 (18559
Other segment items
Additions to non-current assets

Property. plant and equipment 419 - 419

Intangible assets 145 27 172

Right-of-use assets 542 - 542
Depreciation expense’

Property, plant and equipment 627 2 629

Right-of-use assets 483 1 484
Amnortisation expense’

Intangible assets 116 20 136
Impairment charges 216 105 321
Restructuring charges 227 - 227
Share-based payments 26 3 29

1 Depreciation within the Retail segment includes a £(5) mull.on credit in relation to the unwind of fair value adjustments recogrused on acquisihon of HRG and Nectar UK
2 Amartisation expense within the Retall segment includes a £24 rillion charge in reiation to the unwand of fair value adjustments recognised on acguisition of HRG and Nectar UK

Refer to note 2 for details of prior year restaterments.

Geographical segments

The Group trades predominantly in the UK and the Republic of Ireland and consequently the majority of revenues, capital expenditure and segment net
assets arise there. The profits, turnover and assets of the businesses in the Republic of Ireland are not material to the Group.
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7 Segment reporting continued

v
Cash flow £
%.
52 weeks to § March 2022 52 weeks to & March 2021 (testated) E
Financial Financial ,%.
APM Retail  Services Group Retail Services Group
reference £m £m £fm £m £m £m
Profit/(loss) before tax o 833 21 84 (7)) (47 {89
Net finance costs S 304 () 302 320 - 320
Operating profit 1,137 19 1,156 302 (147) 156
Adjustments for.
Depreciation and amortisation expense 1,197 23 1,220 1,226 23 1,249
Net impairment charge on property, plant and equipment, 8 1 9 216 105 321
right-cf-use assets and intangible assets I
Non-cash adjustments arising from acquisitions - - - ] - n %
Financial Services movermnent in loss allowance for loans and advances to custormers - 19 19 - 85 85 §
{Profit)/loss on sale of non-current assets and early termination of leases (6} - (6) {19) 2 (17) b
Non-underlying fair value rnovernents (76) - (76) - - - .f;'?
Share-based payments expense 53 5 58 26 3 29 2
Non-cash defined benefit scheme expenses 4 - 4 13 - 13
Cash contributions to defined berefit scheme Sy - (M {loy - @Oy
Operating cash flows before changes in working capital 2,246 67 2,313 1.663 71 1734

Changes in working capital

Maoverments in working capital __{306) (646) (952) 612 4139 1,051

Cash generated from operations 1,940 (579) 1,361 2,275 510 2,785

Interest paid a (319) (10) (329) (349} - {349) -
Corporation tax (paid)/received S @™ - @ sy 1 93y K
Net cash generated/(used) from operating activities 1,598 (589) 1,009 1832 511 2,343 g
Cash flows from investing activities &
Purchase of property, plant and equipment (416) - (416) (423} - 423) g
Initial direct costs on new leases ) - (3) (7 - {7) g
Purchase of intangible assets (229) (a9) {278) {145) (27} (172) 3
Proceeds from disposal of property, plant and equipment 46 - 46 27 - 27 @
Dividends and distributions received o e 2 - 2 2 - 2

Net cash used in investing activities (600) 49) (649) (526) (27 (553)

Cash flows from financing activities

Proceeds from issuance cf ordinary shares d 21 - 21 17 - 17

Proceeds from short-term borrowings C - - - 660 - 660
Repayment of borrowings C (248) - (248) (289) - (289)
Repayment of short-term borrowings c - - - (660} - 660)
Repayment of perpetual capital securities C 8 - (8) {(250) - (250)
Purchase of own shares d (48) - (48) (30) - (30)
Repayment of capital element of obligations under lease liahilities b (491) (4] (493) {499) 2 {501}
Dividends paid on ordinary shares (238) - (238) (232) - (232}
Dividends paid on perpelual securities - - . . a @ - @& @ - _ @3

Net cash used in financing activities (1,016) (2) (1018) (1.306) 2y (L308)

Net {decrease)/increase in cash and cash equivalents - {18) TGJIOT IGSB) - 482 482

Refer to note 2 for details of prior year restatements.
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8 Supplier arrangements

Supplier incentives, rebates and discounts, collectively known as ‘supplier arrangements’, represent a material deduction to cost of sales and directly affect
the Group's reported margin.
Incorme is recognised when earned by the Group when all obligations per the terms of the contract have been performed. Any supplier arrangernents which
are linked to inventory purchases are included within the cost of the related inventory, and therefere recognised within cost of sales once the inventory is
sold. Unpaid amounts relating to supplier arrangements are recognised within trade and other receivables, unless there is a legal right of offsat, inwhich
case it is recognised within trade and other payables.
The types of supplier arrangements applicable to the Group are as follows:
— Discounts and supplier incentives — these represent the majority of all supplier arrangements and are linked to individual unit sales. The incentive
is typically based on an agreed sum per item sold on promotion for a period and therefore is considered part of the purchase price of that product
— Fixed amounts — these are agreed with suppliers primarily to support in-store activity including prometions, such as utilising specific space.
— Supplier rebates — these are tupically agreed on an annual basis, aligned with the Group's financial year. The rebate amount is linked to pre-agreed
targets such as sales volumes.
— Marketing and advertising income - advertising income from suppliers through the Group’s subsidiary Nectar 360 Services LLP and cnline marketing
and advertising campaigns within Argos.

Amounts recognised n the income statement during the year for fixed amounts, volume-based rebates and marketing and advertising income are shown
below Discounts and supplier incentives are not shown as they are deerned to be part of the cost price of inventory.

52 weeks to 52 weeks to
S March 6 March
2022 2021
im £m
Fixed amounts 208 236
Supplier rebates 94 55
Marketing and advertising income’ e L ? 8
Total supplier arrangements 381 360
1 The prior year kas been testated There s no mpact to any of the primary statements
Of the above amounts, the following was outstanding and held on the balance sheet at the period-end:
52 weeks to 52 weeks to
5 March 6 March
2022 2021
£m £m
Within inventory 4) {5)
Within current trade receivables
Supplier arrangements due 39 49
Accrued supplier arrangements 37 37
within current trade payables
Supplier arrangements due 47 32
Accrued supplier arrangements 2 5
Deferred income due ) ) - @

Total supplier anangeméhts 121 116
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9 Operating profit v
oy
Accounting policies g
Cost of sales 2’
Cast of sales consists of all costs that are directly attributable to the point of sale including warehouse, transportation costs and all the costs of operating i
retail outlets. In the case of Financial Services, cost of sales includes interest expense on operating activities, calculated using the effective interest method. =1
Operating profit is stated after charging/(crediting) the following iterns:

52 waoks to 52 weeksto

SMarch & March

2022 2021

£m fm

Employee costs (note 36) 3,600 3,752

Depreciation expense’ (ncte 14 and 15) 1,069 1,113
Amortisation expense? (note 16) 151 136 o
Profit on disposal of non-current assets?® (note 33) ()] 17 %
Foreign exchanage {nains)/losses 19) 6 5
3
wMovement in loss allowance for loans and advances to customers 19 85 2
Impairment charges (note 17) 9 321 é:?
1 Depreclation expense Includes a £(3) milhon credit (2021 £(5) milion credit) 1n relation to Lhe unvand of acquisition adjustments. 3

? Amortisation expense ncludes a £23 milhon charge (2021 £24 million} in relaton to the umwind of fair value adjustments recogmised on acquisition of HRG and Nectar UK
3 Inciudes £(19) millon i relation to disposals of property. pla=t and equiprment (2021 £{1) milhony), loss on disposals of intangible assets of £4 milhan (2021 €nil). gains on lease terrmmnations of £(12) million
42021 £(16) mulliory and adjustrments in relation to software as a senice accounting of £21 milon (2021 nul).

2022 2021
£m £m
Auditor's remuneration

Fees payable to the Company's auditor for the audit of the parent company and consclidated financial statements 11 10
Fees payable to the Company's auditor for other services: -
The audit of the Company’s subsidiaries 24 23 E
Audit-related assurance services 0.1 01 §,
Non-audit services S I - I - 5

Total fees 4.5 34
Non-audit services relate to services provided by the Group's auditor in the capacity of reporting accountant. g

10 Finance income and finance costs

Accounting policies
Finance income and costs, excluding those arising from Financial Services, are recognised in the income statement for financial assets and habilities measured
at amortised cost using the effective interest method. For Financial Services, finance income and finance costs are recognised in revenue and cost of sales

The coupons on the perpetual capital securities and perpetual convertible bonds are accounted for as dividends in accordance with [AS 32 ‘Financial Instrurments:
Presentation’ and hence are not a finance cost. These are included as a finance cost in the presentation of underlying resuits, but do not qualify as a finance
cost for IFRS statutory purposes.

Fair value remeasurements relate to net fair value movernents on derivative financial instrurnents not designated in a hedging relationship.

2022 2021 {restated)
Non-

Underlying underlying Total Underlying Mon-underlying Total

£m £m £m £m fm £m

Interest on bank deposits and other financial assets 1 - 1 1 - 1

Fair value measurements - 2 2 - 10 10

IAS 19 pensicn financing income - 15 15 - 19 19

Finance income on net investment in leases S 2 - o2 2z = 2

Finance income 3 17 20 3 29 32

Secured borrowings (40) - (40) {49) - (49)

Unsecured borrowings 2) - 2 ] 1

Lease liabilities 271) 10) (281) (295) {109 (305)

Provisions — amertisation of discount (1) - (1) ] - n

Interest capitalised — qualifying assets 2 - 2 4 - 4
Perpetual securities cogpon - - = 14 -

Finance costs (312) (10} (322) (356) 4 (352}

Refer to note 2 for details of pricr year restaternents.
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11 Taxation

Accounting policies

Current tax

Current tax is accounted for on the basis of tax laws enacted or substantively enacted at the balance sheet date. Current tax is charged or credited to the
income statement, except when it relates to items charged to equity or other comprehensive income.

Deferred tax
Deferred tax is accounted for on the basis of temporary differences arising from differences between the tax base and accounting base of assets
and liabilities.

Deferred tax is recognised for all temporary differences, except to the extent where it arises from the initial recognition of an asset or aliability in a
transaction that is not a business combination and, at the time of transaction, affects neither accounting profit nor taxable profit. It 1s determined using
tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and are expacted to apply when the related deferred
incorne tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised to the extent that it 15 probable that future taxable profits will be available against which the temporary differences
can be utilised.

Deferred tax is charged or credited to the income statement, except when it relates to items charged or credited directly te equity or other comprehensive
income.

Deferred tax is provided on temporary differences associated with investments in subsidiaries, branches and joint ventures except where the Group is able

to control the timing of the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future.

52 weeks 1o 52 weeks to

S March 6March

2022 2021

{restated)

£m m

Current year UK tax 131 34

Current year gverseas tax 6 53
Under/fover) - provision in prior years - - 5 {12}

Total current tax expense 142 28
Crigination and reversal of temporary differences 52 (46}

{Overn)funder-pravision in pricr years {35) 27

Adjustment from changes in tax rates 23 -
{Recognition)/derecognition of capital losses . e L) I 28

Total deferred tax expense 35 9

Total income tax expense in income statement 177 37

Analysed as:

Underlying tax 154 105
Non-underlying tax e .= (68)

Total income tax expense in income statement 177 37

Underlying tax rate 21.1% 294%

Effective tax rate 20.7% (22.6)%
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11 Taxation continued

JSainsbury plc "1

The effective tax rate of 20.7 per cent (2021 restated: (22 6) per cent) is higher than (2021: lower than) the standard rate of corporation tax in the UK of 19 per cent.

The differences are explained below:

52 weeks to 52 weeksto
SMarch BMarch
2022 2021
(restated)
fm £m
Profit before tax 854 (164)
[ncome tax at UK corporation tax rate of 19.00% 162 (31
Effects of underlying items:
Disallowed depreciation on UK properties 25 23
{Ovenfunder — provision in prior years (28) 15
Revaluation of deferred tax balances 14 -
Dizallowed depreciation on right of use assets 5 -
Effects of non-underlying items:
Loss on disposal of properties (1) 7
Cver-provision in prier years (2) -
Revaluation of deferred tax balances 9 -
Impairment of non-financial assets - g9
Restructuring programmmes - 3
Derecognition of capital losses (5) 28
Perpetual capital securities - (3
Oter o @ _ _ -
Total income tax expense in income statement o 177 37

Refer to note 2 for details of prior year restaterments.

It was announced in the UK Government’s Budget on 3 March 2021 that the main UK corporation tax rate will increase te 25 per cent from 1 April 2023

This change was enacted during the accounting period.

As a result, existing temporary differences on which deferred tax has been provided have bean revalued, where appropriate, to reflect the fact that they
will now unwind at 25 per cent rather than 19 per cent. The impact of this is £23 million (£14 million underlying, £ rmillon non-underlying and a further

£183 million reflected in other comprehensive income).

Income tax charged or (credited) to equity and/or other comprehensive income during the year is as follows:

Share-based

payment Actuarial Fairvalue
reserve reserve moverments Tatal
£m fm £m £m
52 weeks to 5 March 2022
Current tax in equity or other comprehensive income 1) - - (1)
Deferred tax in equity or other comprehensive income e (2) 431 = 87 516
e 3  an 87 515
52 weeks to 6 March 2021
Current tax in equity or other comprehensive income - (44) - (44)
Deferred tax in equity or other comprehensive income - - (23) 4 19
- (67) 4 (63)
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3 Sainsbury plc

The current and deferred tax in relation to the Group’s defined benefit pension scheme’s remeasurements and available-for-sale fair value movements have
been charged or credited through other comprehensive income where appropriate.

The movements in deferred income tax assets and liabilities during the financial year, prior to the offsetting of the balances within the same tax jurisdiction,

are shown below:

Accelerated

Retiternent

capital Capital Fair value Rolled over benefit  Share-based
allowances tosses  movements capital gains obligations payments Leases Other Totat
£m £m fm fm £m £m £m £m £m
At 7 March 2021 (141) 64 (a8) {81) (192) 9 126 8 (255)
Prior year adjustment to income staterment 7 3) 2 6 - - (1) 38 35
Credit/{charge) to income statement 16 5 4 4 11) 4 (21) (48) (47)
{Charge)/credit to equity or ather comprehensive - - (59) - (276) 2 - - (333)
income
Revaluation adjustment to income statement (41) 21 @) (22) (6) 3 28 (2) (23)
Revaluation adjustment to equity or other - - (28) - (155) - - - (183)
comprehensive income ) - - e -
At 5 March 2022 173) 87 {133) 93) (640) 18 132 (@ (806)
At 8 March 2020 (143) 93 {46) 83) (214) 12 124 (8) (265)
Prior year adjustment to income staterment (20) (103 - 10 - (5} )] n (27)
Credit/{charge) to income statement 33 (28) 4 - (1) 1 15) 18 18
{Charge)/credit to equity or ather comprehensive - - ] - 48 - - - 47
income
Revaluation adjustment to income statement (17) 9 2) 8) - 1 18 ] -
Revaluation adjustment to equity or other - - (3) - (25) - - - (28)
comprehensive incorne ______ ) ) __ -
At 6 March 2021 (141 64 {48) (81) {192) 9 126 8 {255)
2022 2021
£m £'m
Total deferred income tax liabilities (1,043) (462)
Totaldeferred income taxassets B - . . _ 237 207
Net deferred incomne tax liability recognised in non-current liabilities (806) {255)

Deferred income tax assets have been recognised in respect of all income tax losses and other temporary differences giving rise to deferred income tax

assels because it is probable that these assets will be recovered, with the exception of unrecognised capital losses of £194 million (2021: £172 million)

following Finance Act 2020 which restricts the amount of chargeable (capital) gains that a company can relieve with its carried-forward capital losses.
Deferred incame tax assets and lizhilities are only offset where there is a legally enforceable right of offset and the deferred income tax assets and the
deferred income tax liabilities relate to income taxes levied by the same taxation authority.
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12 Earnings per share @
Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number of ordinary shares in %
1ssue during the year, excluding those held by the Employee Share Ownership Trusts (note 29), which are treated as cancelled. =
2
[1°]
In calculating the diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all potentially g
dilutive ordinary shares. These represent share options granted to employees whare the exercise price is less than the average market price of the Company's -
ordinary shares during the year and the number of shares that would be issued if all perpetual suberdinated convertible bonds are assumed to be converted.
Underlying earnings per share is pravided by excluding the effect of any non-underlying items as defined in note 5. This alternative measure of earnings per
share is presented to reflect the Group's underlying trading performance. All operaticns are continuing for the periods presented.
2022 2021
(restated)
mitlion million
Weighted average number of shares in issue 2,271.8 2.210.0
Weighted average number of dilutive share options 3986 217 &
<
Weighted average number of dilutive subordinated perpetual convertible bonds . 395 884 g
Total number of shares for calculating diluted earnings per share 2,351.0 2,3201 ;5:
B
4+
=
£m £m g
Profit/(loss) for the financial period (net of tax) 677 (201)
Less profit attributable to:
__Holders of perpetual convertible bonds e -
Profit/(loss) for the financial period attributable to ordinary shareholders 677 (208)
Diluted earnings/(loss) for calculating diluted earnings/(loss) pershare &7 (08
Profit/(loss) for the financial period attributable to ordinary shareholders of the parent 677 (208) %‘
Adjusted for non-underlying items {note 5) (124) 521 1
Tax on non-underlying itemns 23 (68) %
Add back coupons on perpetual securities (netoftaxy ) e 3 E
Underlying profit after tax attributable to ordinary shareholders of the parent 576 259 g
Add coupon on subordinated perpetual convertible bonds (net of tax} o - 6 2
Diluted underlying profit after tax attributable to ordinary shareholders of the parent 576 265 w
Pence Pence
per share per share
Basic earnings/{loss) 298 {84)
Diluted earnings/{lossy 28.8 9.4)
Underlying basic earmngs 25.4 117
Underlying diluted earnings 24.5 114

1 Ba%ie and diluled loss per share are the same in the prior year as the dilutive share optiens and their respective earmings adjustments are anti-di'utive

Refer to note 2 for details of prior year restatements.
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13 Dividends
2022 2021 2022 2021
pence pence
per share per share £m £m
Amounts recognised as distributions te ordinary shareholders in the year:
Final dividend of prior financial year 74 - 164 -
Interim dividend of current financial year 3.2 32 74 71
__ Special dividend of prior financial year e - B B S 11§
10.6 105 238 232

After the balance sheet date on 27 April 2022 a final dividend of 9.9 pence per share (2021: 7.4 pence per share) was proposed by the Cirectors in respect of the
52 weeks to 5§ March 2022. This results n a total final proposed dividend of £230 million (2021: £164 million).

Subject to shareholders’ approval at the Annual General Meeting, the dividend will be paid on 15 July 2022 to the shareholders on the register at 10 June 2022,
The proposed final dividend has not been included as a liability at 5 March 2022.

14 Property, plant and equipment

Accounting policies

a) Land and buildings

Land and buildings are held at historical cost less accumulated depreciation and any reccgnised provision for impairment. Capital work in progress is held at
cost less any recognised provision for impairment. Cost includes the original purchase price of the asset and the costs attributable to bringing the asset toits
working condition for intended use. This includes capitalised borrowing costs.

b) Fixtures and equipment
Futures, equipment and vehicles are held at cost less accumulated depreciation and any recognised provision for impairment. Cost includes the original
purchase price of the asset and the costs attributable to bringing the asset to its working condition and its intended use.

c) Depreciation
Depreciation is calculated to write down the cost of the assets to their residual values, on a straight-line basis, using the following rates:

— Freehold buildings and leasehold improverments — 50 years, of the lease term if shorter
— Fixtures, equipment and vehicles — three to 15 years
— Freehold land is not depreciated

Capital work in progress 1s not depreciated prior to being brought to its working condition and its intended use. Capital work in progress does not include land.

Gains and losses on disposal are determined by comparing proceeds less any associated costs of disposal with the asset's carrying amount and are recognised
within operating profit.

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting pericd This includes consideration over
climate change related risks which may impact the usefil lives of the Group’s assets, such as the impact of flood risks on store and non-store assets, and any
anticipated replacement of existing assets with new technologies. During the year, no changes were made to the remaining useful lives of the Group's assets
as aresult of climate change risks.

Capitalisation of interest
Borrowing costs that are directly attributable to the acquisition or construction of qualifying assets are capitalised to the cost of the asset, gross of tax relief.
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14 Property, plant and equipment continued

Impairment of non-financial assets
Refer to note 17 for details of impairrment policies.

Land and Fixtures and
buildings equipment Total
£m £m £m

Cost
At 7 March 2021 9,655 5,288 14,943
Additions 87 330 417
Disposals (40) (330) (370)
Transfertoassetheld forsgle ) R ) - [:)]
At 5 March 2022 9,693 5,288 14,981
Accumulated depreciation and impairment
At 7 March 2021 2,793 3,563 6,356
Depreciation expense for the year 170 421 501
Impairment loss for the year - 6 6
Disposals (37) (328) (365)
Transfer toassetheldforsale o ® _ - _©®
At 5 March 2022 o 2,917 3,662 6,579
Net book value at 5 March 2022 6,776 1,626 8,402
Capital work-in-progress included above 103 314 417
Cost
At 8 March 2020 9,716 5,362 15,078
Additions &9 330 419
Disposals (59) (404) (463)
Transfer to asset held for sale S I ) 91)
At 6 March 2021 9,655 5,288 14,943
Accumulated depreciation and impairment
At 8 March 2020 2,693 3,436 6,129
Depreciation expense for the year 173 456 629
Impairment loss for the year 26 62 88
Disposals (32) {391 (423)
Transfer to asset held fg sale e 67} = _67)
At 6 March 2021 - 2793 3563 6,356
Net book value at 6 March 2021 6,862 1725 8,587
Capital work-in-progress included above 122 320 442
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14 Property, plant and equipment continued

Interest capitalised

Interest capitalised included in additions amounted to £2 miltion {2021: £4 million) for the Group. Accumulated interest capitalised included in the cost of
property, plant and equipment ret of disposals amounted to £335 million (2021: £334 million) for the Group. Accurnulated interest capitalised held at net book
value i property, plant and equipment arnounted to £284 million (2021 £285 million) for the Group. The capitalisation rate used to determine the amount of
borrowing costs eligible for capitalisation is 6.2 per cent (2021: 4.0 per cent).

Security
Property, plant and equipment pledged as security is as follows:
2022 2021
Number Net book Numbet Net book
of value of value
properties £bn properties £bn
Loan due 2031 48 0.9 48 0.9
Revolving Credit Facility 60 1.3 60 13
Assel backed pension contnbution scheme 48 1.2 48 12
Bank toans due 2021 - - 10 0.2
Other . _ o . .. & o1 5 01
162 35 172 37

15 Leases

Group as lessee

The Group's lease portfolio is principally cormprised of property leases of land and buildings in relation to stores, distribution centres and support offices,
but also includes other assets such as motor vehicles. The leases have varying terms and often include break clauses or eptions to renew beyond the
non-cancellable periods

Accounting policies

Right-of-use assets

Right-of-use assets are recognised at the commencerment date of the iease (i e. the date the underlying asset is available for use}. Right-of-use assets are
measured at cost. less any accumulated depreciation and impairment losses, and adjusted for any subsequent remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement
date less any lease incentives received.

The recognised right-of-use assets are depreciated on a straight-line basis over the shorter of the estimated usefut life and the lease term. Right-of-use assets
are subject to impairment.

Lease liabilities

Lease liabilities are vecognised at the commencemment date of the lease and are measured at the present value of lease payments to be made over the lease
term, discounted using the incremental borrowing rate (IBR) at the lease commencement date if the interest rate implicit in the lease is not readily
determinable. The rajornity of the Group's leases are discounted using the IBR.

The IBRs depend on the start date and term of the lease, and are determined based on a reference (risk free) rate and adjustrments toreflect the Group's
credit risk. The reference rates are based on UK overnight swap rates and the credit risk adjustments are based on the prices of instruments issued by the
group and quoted credit default swaps (‘CDS”) IBRs are determined quarterly.

The Group deterrmines the lease term as the non-cancellable term of the lease, together with any periods covered by an option to extend the lease if it is
reasonably certain to be exercised, or any periods covered by an option to terminate the lease {a break clause), if it is reasonably certain not to be exercised.

The lease payments include fixed payrnents and variable lease payments that depend on an index or a rate {(using the relevant rate at the commencement
date of the lease), less any lease incentives receivable. The variable lease payments that do not depend on an index or a rate are recognised as an expense
in the period in which the event or condition that triggers the payment occurs. For agreements which contain both lease and non-lease components, such
as cleaning and maintenance services, the non-lease component is excluded from the lease payments used to measure the lease liabilities.

After the commencement date of the lease, the lease liability is subsequently measured at amortised cost using the effective interest rate method. The carrying
amount of lease liabilities is temeasured when there is a change in the future lease payments due te a change in the lease term such as a recognition of an
extension or break option, a change in the fixed lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to those leases that have a lease term of 12 months or less from the commencement date and
do not contain a purchase option. It also applies the low-value asset recognition exemption to groups of underlying leases that are considered uniformly low
value (i.e. below £5,000). Lease payments on short-terr leases and leases of low-value assets are expensed to the income statement.
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15 Leases continued

g
Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period: i;*
el
Land and r:r?
buildings Equipment Total 'g
Net book value &m fm £fm =
At 7 March 2021 4,414 333 4,747
New leases and modifications' 1,244 50 1,294
Depreciation charge (389) (89) (478)
Impairmentcharge =~ . __ _ S B
At 5 March 2022 5,266 294 5,560
AL 8 March 2020 4536 290 4,826
New leases and maodifications' 413 129 542 o
Depreciation charge (358) 86) (484) %
(mpairment charge Lwn - _wn g
At 6 March 2021 4,414 333 4,747 8]
1. Includes new leases, terrmnations, modificathions and reassessments _?g
Set out below are the carrying arnounts of lease liabilities and the movements during the period: -
2022 2021
£m £m
At 7 March 2021 and 8 March 2020 5,834 5,774
New leases and modifications 1,280 561
Interest expense 281 305
Payments - e B (79 80g)
At 5 March 2022 and 6 March 2021 6,621 5,834
Current 526 524
Non-current 6,095 5,310

The Group presents additions to lease liabilities and right-of-use assets in ine with the disclosure requirements of IFRS 16 ‘Leases’. In doing so, additions to
right-cf-use assets and lease liabilities above include the net impact of new leases, terminations, modifications, and reassessments. This year includes the
impact of exercising purchase options on 21 leased supermarkets held by a preperty investment pool in which the Group holds an interest. The purchase
options were not included within the lease liabilities at inception of the lease as the Group was not reasonably certain to exercise them. Following the exercise
of the options, the respective lease liahilities have been remeasured to include the assumed purchase price, leading to an increase in lease liabilities with

a corresponding increase to the right-of-use asset. The purchases will be completed in the financial year ended 2 March 2024 when the existing leases end.

-
g
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The purchase price 1s subject to negotiation and at the year-end had not yet been agreed. Therefore to remeasure the lease liability, the purchase price
has been estimated based on up-to-date property valuations carried out by independent valuers not cennected with the Group. The lease liabilities
{and right-of-use assets) may be subsequently adjusted as the property valuations change, and when purchase prices are agreed. This is not considered
a significant estimate in line with 1AS 1 'Presentation of financial statements’

Guarantee in relation to property pool

Wwhen the properties are sold by the property investrnent pool in the financial year ended 2 March 2024, the proceeds will be used to settle bonds issued by
the structure. The Group has previously issued a financial quarantes in relation to this, which is triggered if there is a shortfall in the property proceeds and
the bonds cannot be fully repaid. The guarantee is up to £300 million.

The current property valuations indicate that thete is significant headroom and therefore no shortfall.

In the event of a delay in the property negotiaticns, meaning the bend repayment is due before the properties have been sold, the guarantee will be called
upon in full. In such an event, once the properties are sold, Sainsbury’s will recover the gquarantee payrnent in full from the property proceeds

Significant judgement - lease terms

The inclusion of a lease extension period or lease break period in the lease term is a key judgement for the Group and considers all relevant factors that create
an economic incentive for It to exercise them For leased properties, this includes the current and expected profitability of the respective site, as well as the length
of time until the option can be exercised Any changes to the Group's judgement over lease terms will impact both the right of use asset and lease liability

Set out below are the undiscounted futture rental payments not currently included within the reported lease liability where lease extensions have not been
included, or where lease breaks have been assumed:

2022 2021
£fm £m
Extension options expected to nect be exercised 4,681 4,590

Lease breaks expected 1o be exercised 458 463
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15 Leases continued

Significant estimate — discount rates

J Sainsbury plc "

As noted above, lease liabilities are measured at the present value of lease payments to be made over the lease term, discounted using the IBR at the lease

commencement date (for additions) or at the lease modification date (for modifications).

The 1BRs depend on the start date and term of the tease, and are determined based on a number of inputs including a reference (risk free) rate and
adjustments toreflect the Group's credit risk. The reference rates are based on UK overnight swap rates and the credit risk adjustments are based cn the

prices of instruments issued by the Group and quoted credit default swaps (“CDS").

The following table summarises the impact that a reascnable possible change in the IBR would have had on the lease lability additions and modifications

recegnised during the year:

(Decrease)/
mcreasein
lease liability
recognised
£m
Increase in 1BR of 1% 40)
Decrease in 18R of 1% 42
Amounts recognised in profit or loss
The following are the amounts recegnised in profit or loss:
2022 2021
£m £m
Depreciation of right-of-use assets (478) (484)
Impairment of right-of-use assets 3 (137)
Interest on lease liabilities (281) (305)
Variable lease payments not included in the measurement of lease liabilities - {1
Finance income from sub-leasing of right-of-use assets 2 2
Operating sublet income 56 42
Expenses relating to short-term leases (32) (33}
Expenses relating to leases of low-value assets R 2)
Total amount recognised in profit or loss (738) (918)
Total cash cutflow for leases (excludes Qublet income) I (803) (841)

There were no leases with residual value guarantees There have been no sale or leaseback transactions during the period. The Group dees not hold any
leases as investrment properties under [AS 40. Approximately £2,807 million (2021 £2,856 mitlion) of the Group's lease liabilities are subject to inflation-linked
rentals and a further £255 million (2021: £268 million) are subject to rent reviews. Renital changes linked to inflation or rent reviews typically occur on an annual
or five-yearly basis. The Group is committed to payments totalling £nil (2021: £32 million) in relation to leases that have been signed but not yet commenced.

Maturity analysis

2022 2021

£m £m

Contractual undiscounted cash flows
Less than one year 773 748
One to two years 1,683 716
Two to three years 627 643
Three to four years 575 554
Fourtofiveyears 542 7 947
Total less than five years ) n 4,200 3,248
Five to ten years 2,416 24720
Ten to fifteen years 2,005 2,078
More than fifteen years 3,338 3,706
Total undiscounted lease liability - 11,959 11,452
Lease liabilities included in the statement of financial position 6,621 5,834
Current 526 524

Non-current

6,095 5310




Financial Statements J Sainsbury plc " -

15 Leases continued

W
Group as lessor é’
Lessor accounting ~
I he Group leases out owned properties and sublets leased properties under operating and finance teases. Such properties inciude mall units, stores and units é’
within stores. Where the Group subleases assets, the sublease classification is assessed with reference to the head lease right-of-use asset, This assessment =]
considers, among other factors, whether the sublease represents the majcrity of the remaining life of the head lease. The ratio of rental income to head lease
rental payments is used to determine how much of the right-of-use asset should be derecegnised, or analysis of square foot leased in the headlease and
sublease where appropriate. This assessment takes into consideration whether the sublease/headlease are above or below market rate.
Amounts due from lessees under finance leases are recorded as a receivable at an amount equal to the net investment in the lease. This is initially calculated
and recognised using the IBR prevalent in the underlying headlease at the recognition date. Any difference between the derecognised right-of-use asset
and the newly recognised amounts due for leases under finance leases is recognised in the income statement. The Group recognises finance income over
the lease term, reflecting a constant periodic rate of return on the Group’s net investment in the lease. Operating lease income is recognised as earned on
a straight-line basis over the lease term.
The below table sets out the maturity analysis of lease receivables classified as operating leases: g
[17]
2022 2021 é
£m £€m 8
Less than one year 18 17 _@j
One to twe years 16 15 9;_
Twa to three years 13 13
Three to four years 11 1
Four te five years 10 g
Five to ten years 30 28
Ten to fifteen years 9 8
More than fifteenyears U o B
Total undiscounted lease payments receivable ) 117 114 -
2
The net book value of property, plant and equipment subject to operating leases at year-end is not material to the accounts. g
The below table sets out the maturity analysis of lease receivables classified as finance leases: &
g
“em w [E
Contractual undiscounted cash flows a’
Less than one year 7 7
One to five years 36 26
Morethanfiveyears _  _  _ o .5 B
Total undiscounted net investment in lease receivable 48 48
Lease receivables included in the statement of financial position 41 34
Current 5 5
Non-current 36 29

16 Intangible assets

Accounting policies

a) Goodwill

Goodwill represents the excess of the fair value of the consideration of an acquisition aver the fair value of the Group's share of the net identifiable assets of
the acquired subsidiary at the date of acquisition. Goodwill is considered to have an indefinite useful life. Goodwill is tested for impairment annually and
again whenever indicators of impairment are detected and is carried at cost less any provision for impairment.

b) Computer software

Computer software is carried at cost less accumulated amortisation and any provision for impairment. Externally acquired computer software and software
licences are amortised on a straight-line basis over their useful economic lives of five to fifteen years. Costs relating to development of computer software
for internal use are capitalised once the recognition critena of IAS 38, ‘Intangible Assets’ are met. Other development expenditures that do not meet these
criteria are expensed as incurred. When the software is available for its intended use, these costs are amortised on a straight-1ine basis over their useful
economic lives of five to fifteen years within administrative expenses.
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16 Intangible assets continued

c) Cloud computing arrangements

Software as a Service (Saas) arrangements are service contracts providing the Group with the right to access a cloud provider's application software cver the
contract periud. Typically sucdyairangerments involve ongoing licence fees to obtain access to the cloud provider's application software, as well as upfront
costs incurred to configure or customise the Saas solution.

Configuration and customisation costs are capitalised in the following instances as intangible assets:

— The Group has both a contractual right to take passession of the software at any time witheut significant penalty, and the ability to run the software
independently of the host vendor.

— The costs incurred meet the definition of and recognition criteria for an intangible asset. This includes for example the development of software code that
enhances or madifies, or creates additional capability te, existing systerns controlled by Sainsbury’s.

where these conditions are not met, costs incurred to configure or customise, and the ongoing fees to obtain access to the cloud provider's application
software, are recognised as operating expenses when the services are received.

where the configuration or customnisation of a Saas solution is performed by the SaaS vendor, consideration is given to whether this activity is distinct from
the provision of the solution itself. This assessment considers the nature of the activities, and whether Sainsbury’s can benefit from any of the services in
isolation. Where the activity 1s not considered distinct, the costs are capitalised as a prepayment and amortised over the expected useful life of the solution.

d) Acquired intangible assets

Intangible assets acquired in a business combination are recognised at fair value at the acquisition date. Intangible assets with finite useful economic lives
are carried at cost less accumulated amortisation and any provision for impairment and are amortised on a straight-line basis over their estimated useful
economic lives. ranging from five to ten years, within administrative expenses.

Refer to note 17 for detalls of impairment policies.

Computer Acquired Customer
Goodwill software brands relationships Total
£m £m £m £m £m

Cost
At 7 March 2021 394 899 229 32 1,554
Additions - 278 - - 278
Disposals® o - - 2 (o0 - - (102}
At 5 March 2022 . 392 1,077 229 32 1,730
Accumulated amortisation and impairment
AL 7 March 2021 28 457 127 28 640
Armnortisation expense for the year - 129 20 2 151
Disposals ) o ~ o o @ e - R 7))
At 5 March 2022 - 26 521 147 3o 724
Net book value at 5 March 2022 366 556 82 2 1,006
Cost
At 8 March 2020 400 749 231 32 1412
Additions - 172 - - 172
Disposals S € _ @) (&) R - O
At 6 March 2021 i I Bog 20 2 154
Accumulated amortisation and impairment
At 8 March 2020 22 281 169 26 438
Amortisation expense for the year - 114 20 2 136
Impairment loss for the year 12 84 - - 96
Disposals o {6) _ka @ - (0
At 6 March 2021 o - 28 457 127 28 640
Net book value at 6 March 2021 366 442 102 4 914

1 Dispasals include wiite offs of sattware-as a service balances as disclosed m note 2

Goodwill balances are detailed in note 17.
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17 Impairment of non-financial assets

Accounting policies

Goodwill
Goodwill is not subject to amortisation but is tested for impairment annually or whenever there is an indication that the asset may be impaired.

For the purposes of impairment testing, goodwill is allocated to the Cash Generating Unit (CGU) or group of CGUs within the Retail or Financial Services
segments. The carrying value of the CGU containing the goodwill is compared to the recoverable amount, which is the higher of value in use and the fair value
less costs to dispose. If the recoverable amount of the cash-generating umit 15 less than the carrying amount of the unit. the impairment less is allocated first
to reduce the carrying ameunt of any goodwill allocated to the CGU and then to the other assets of the unit pro-rata on the basis of the carrying amount of
each asset in the unit. Impairment losses recognised for goodwill are not subsequently reversed.

Property, plant and equipment, right-of-use assets, and finite-lived intangible assets

At each reporting date, the Group reviews the carrying amounts of its property, plant and equipment {PPE}, right-of-use assets, and finite-lived intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount
of the asset, being the higher of its fair value less costs to dispose and its value in use, is estimated in order to determine the extent of the impairment loss.
Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit
to which the asset belongs.

if the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount and an impairment loss is recognised immediately in the income statement.

Where there has been a change in the estimates used to determine the recoverable amount and an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to the revised estimate of 1ts recoverable amount, not to exceed the carrying amount that would
have been determined had no impairment loss been recognised for the asset or cash-generating unit in prior years. An impairment loss reversal is recognised
immediately in the income statement.

Identification of cash-generating units
Retail
Cash generating units are deemed to be each trading stare, store pipeline developrment site or in certain cases for Argos, a cluster of stores.

PPE, intangible assets and right-of-use assets are allocated to the store CGU they are associated with. For leased assets, the CGU also includes cerresponding
lease liabilities as management has concluded that lease liabilities need to be considered when determining the recoverable amount of the CGU. For non-store
assets, including depots and 1T assets, these are allocated to a group of CGUs (i.e. the Sainsbury’s or Argos store CGUs that they support).

Goodwill recognised on acquisition of retail chams of stores (Bells and Jacksons) is allocated to its respective stare CGUs Goodwill arising on the purchase
of Home Retail Group is allocated to the Argos group of store and non-store CGUs. Nectar is a separate CGU.

Financial Services
Cash generating units are deemed tc be each respective product or product group that is capable of generating cash flows independent of other products
Non-product assets are reviewed separately as collective CGUs with the products that they support.

Geodwill arising on the purchase of Sainsbury's Bank plc is allocated to the Financial Services collective CGUs.

Review for indicators of impairment
At the year-end reporting date, the Group assessed whether indicators of impairment existed within its Retail and Financial Services CGUs. It was concluded
that no indicators of impairment existed within either segment.

Equally, consideration was given as to whether there had been any changes in the estimates used to determine the recoverable amount of assets {excluding
geodwill) which had previcusly been impaired. No changes were identified and therefere no impairment loss reversals have been recognised.

Impairments recognised as part of restructuring programme
Whilst no indicators of impairment have been dentified, impairments of £9 million have been recognised in relation to restructuring activities as disclesed
innoteS.

Climate change considerations

The Group’s scenario analysis performed as part of the Task Force on Climate-Related Financial Disclosures (TCFD) report (vefer to page 17) identified that the
four rnost material climate-related risks were drought, flooding, carbon taxes and changes in consumer preferences. Produce, Clothing, Meat, Fish and Poultry
{MFP), Dairy and Fuel were the product categories most exposed to the climate-related risks.

Changes in consumer preferences in MFP was identified as the risk most vulnerable to transitiocnal risks and modelling this nisk in iselation to 2030 in a
1.5°C scenario, assurning no actions are taken to mitigate risks, calculated a £300 million to £350 million loss in tevenue The potential financial impact of
climate-related physical risks on selected Produce in isolation to 2050 in a 4.3°C scenario calculated a £60 million to £75 million loss in revenue. The Group
assessed the effect such losses would have on the recoverable amount of the Retail segment’s store CGUs, and no material impairments were noted.

As such, climate-related risks did not have a2 material impact on the Group's impairment considerations at the reporting date.
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17 Impairment of non-financial assets continued
Goodwill

Goodwill was separately tested at the year-end as required under [AS 36. Goodwill comprises the following:

2022 2021

£m £€m

Jacksons Stores Limited 28 28
Horme Retail Group 119 113
Sainsbury's Bank plc 415 45
Nectar 147 147
Bells Stores Limited 9 g
Other e ) o 18 18
366 366

value in use calculations used to derive the recoverable amount of the CGU to which the respective goodwill has been allocated are based on the following

kel assumptions:

Cash flow years/assumptions Cash flows relating to Home Retail Group, Sainsbury’s Bank plc and Nectar are derived from Board approved cash flow
prejections for five years and then extrapolated into perpetuity with no assumed growth rate.

Cash flows relating te goodwill attributable to stores are derived from Board approved cash flow projections for five years
and then extrapolated for a further 10 years with no assumed growth rate, representing the typical time between refits.

Where lease terms are shorter than this, the remaining lease term has been used.

Discount rate A post-tax discount rate representing the Retail segment’s weighted average cost of capital {WACC), subsequently
grossed up to a pre-tax 1ate of 7 per cent (2021: pre-tax rate of 8 per cent}, has been used for all goodwill balances,

except Sainsbury's Bank plc.

A post-tax discount rate representing the Financial Services segment's weighted average cost of capital (WACC),
subsequently grossed up to a pre-tax rate of 13 per cent (2021: pre-tax rate of 13 per cent), has been used for the

goodwill balance relating to Sainsbury’s Bank plc

No impairments were identified in any of the Group’s goodwill ameunts. Sensitivity analysis on the impairment tests for each group of cash-generating
units to which goodwill has been allocated has been performed. The valuations indicate sufficient headroom such that a reasonably possible change to key

assumptions would not result in any impairment of goodwill.

Overall, management are satisfied that there are no reasonable possibie changes to assumptions that would lead to the recognition of impairments in

any goodwill.
Sensitivities (revised headroom)
Discount rate {ash flows
Carrying
amount Headroom  Decrease of 1%  Increaseof 1% Decreaseof5%  Increaseof 5%
£m £m £m £m £m £m
Jacksons Steres Limited 28 41 45 38 38 45
Home Retall Group 119 2.026 2,502 1,669 1,882 2171
Sainsbury’s Bank plc 45 278 316 244 229 326
Nectar UK 147 880 1,170 838 923 1,038
Bells Stores Limited 9 14 15 13 13 15
Other 18 28 33 23 25 31
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18 Financial assets at fair value through other comprehensive income

Accounting policies

Financial assets that are held for both the purpose of collecting contractual cash flows and to sell are classified as fair value through other comprehensive
income (FVOCI). They are included in non-current assets unless management intends to dispose of the investment within 12 menths of the balance sheet
date. Equity investments have been irrevocably designated as fair value through other comprehensive income. Subsequent to initial recognition at fair value
plus transaction costs, these assets are recorded at fair value at each period end with the movements recognised in other comprehensive income until
derecognition or impaired. On derecognition, the cumulative gain or loss previously recognised in other comprehensive income reserves is recognised in

the income statement for debt instruments. Gains and losses on equity instrurments are never recycled to the income statement. Dividends on financial
assets at fair value through other comprehensive income are recognised in the income staterment when the entity’s right te receve payment is established.

Interest on financial assets at fair value through other comprehensive income debt instruments is recognised using the effective interest method.

52 weeks to 52 weeks to
5 March & March
2022 2021
£m £m
Non-current
Equily
Other financial assets 382 306
Debt
Interest bearing financiat assets - 1
~_Financial Services related investment securities - 222 447
B 604 754
Current
Debt
Financial Services related investment securities . 1& 90
S - 800 844

The other financial asset predeminantly represents the Group's beneficial interest in a commercial property investment pool. The fair value of the other
financial asset is based on discounted cash flows assuming a praperty rental growth rate of 0 per cent {2021: 0 per cent} and a discount rate of seven per cent
{2021: seven per cent). There were no disposals in the current year (2021: nil) and no impairrent provisions in either the current or the previous financial year.
Sensitivities are included in note 30.

19 Inventories

Accounting policies

Inventories comprise goods held for resale and are valued on a weighted average cost basis and carried at the lower of cost or net realisable value. Net
realisable value represents the estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.
Cost includes all duect expenditure and other appropriate attributable costs incurred in bringing inventories to their present location and condition.

52 weeks to 52 weeks to

8 March € March

2022 2021

£m £m

Gross finished goods 1,930 1,751
Inventory provisicn e . - <) ) (126)
Inventory recognised on Group balance sheet 1,797 1,625

The amount of inventories recognised as an expense and charged to cost of sales for the 52 weeks to 5 March 2022 was £22,495 million (2021: £21,459 million).

Inventory losses and provisions recognised as an expense for the year were £511 million (2621: £500 million).
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20 Receivables

{a) Trade and other receivables

Accounting policies

Trade and other receivables are non-interest bearing and are on commercial terms. They are initially recognised at fair value and subsequently measured at
amortised cost less allowances for expected credit losses, using the sirnplified approach under IFRS 9, with adjustments for factors specific to each receivable.

2022 2021
£m &m
Non-current
Other recetvables a1 43
Prepayments 24 7
65 50
Current
Trade receivables 148 151
Othor receivables 363 409
Prepayments 172 155
683 725

Trade and other receivables include £76 rmillion (2021: £86 million) relating to supplier arrangernents where thete is no right of offset. Refer to note 8. In addition,
current other receivables of £373 million (2021; £409 million) include £171 million (2021: £152 million) of bank funds in the course of settlement. The carrying
amounts of trade and other receivables are denominated in sterling.

{b) Allowance for expected credit losses

The Group's exposure ta credit risk arising from its retail operations is minimal given that the customer base is large and unrelated and that the overwhelming
majority of customer transactions are settied through cash or secure electromc means. New parties wishing to obtain credit terms with the Group are credit
checked prior t¢ invoices being raised and credit lirits are determined on an individual basis.

Not 0to6months &to12months Over 1year
past due past due past due past due Total
2022 £m £m £m Em £m
Trade recewables 136 15 6 5 162
Other receivables o . s 5 2 10 420
Gross carrying amount — Trade and other receivables 539 20 8 15 582
Allowance for expected credit losses (6) (5) (k4] 12) {30)
Net carrying amount on balance sheet 533 15 1 3 552
Not Ote6moenths  6to12 months Over 1year
past due past due pastdue pastdue Total
2021 £m £m £m £m £m
Trade receivables 140 24 3 5 172
Other receivables 7 N - Y 8 % 4 48
Gross carrying amount — Trade and other receivables 601 32 12 g 654
Allowance for expected credit losses {17) &) )] 8) {41)
Net carrying amount on balance sheet 584 25 3 1 613

{c) Major counterparties

The Group has five (2021: seven) major counterparties totalling £124 million {2021: £218 million). Ne major counterparty balances are considered overdue
or impaired.
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21 Amounts due from Financial Services customers and other banks

Accounting policies
Loans and advances are inmtially recognised at fair value and subsequently held at amortised cost, using the effective interest methed, less provision for
unpdirment and recognised on the balance sheet when cash is advanced.

Refer to note 31 for a detailed description of the accounting policies applicable to financial assets and note 30 for the accounting policies applicable ta
impairment of financial assets.

2022 2021
£m £m

Non-current
Loans and advances to customers 2,069 2,332

Impairment of loans and advances to customers ey 5

] 2,026 2,280

Current

Loans and advances to custamers 3,202 3,301

Loans and advances to banks 121 37

Impairment of loans and advances o customers . R L) R 2
3,163 3127

Eligible personal and mortgage loans with applicable haircuts are used as collateral for the bilateral personal loans securitisation facility and the Bank of
England's Term Funding Scheme Small and Medium-sized enterprises {TFSME)} and Indexed Long-term Repe (ILTR) facilities.

As at 5 March 2022, £638 million (2021: £623 million) of Personal Loans assets, including £8¢ million (2621: £mil) of loans indirectly encumbered via the Bank's
securitisation facilities, and £626 million (2021 £555 million) of Mortgage assets were pledged to the Bank of England facilitating funding of £nil million
{2021: £950 million) from the TFS, £661 million (2021: £nil) from the TFSME and £225 million (2021: £150 million) from the ILTR.

A further £68 million (2021: £14 million) of Personal Loans assets were pledged mdirectly via the Bank's securitisation facilities generating £50 million
{2021: £10 million) of funding via sale and repurchase agreements and collateral swaps.

Refer to note 30 for further details on Financial Services impairments of loans and advances.

22 Assets held for sale

Accounting policies

Assets are classified as held for sale if their carrying amount is to be recovered principally through a sale transaction rather than through continuing use.
This condition is regarded as met only when the sale 15 highly probable within one year from the date of classification and the assets are available for sale
in their present condition. Assets held for sale are stated at the lower of the carrying amount and fair value less costs to dispose.

5 March & March

2022 2021

£m £m

Opening balance 24 4
Classified as held for sale in the year - 24
No longer classified as held for sale - -
Sodmntheyeagr ) I ¢ .- (4)
Closing balance 8 24

For the remaining assets, the sale is still considered probable in the next financial year and so they remain classified as held for sale. The fair value of assets
held for sale is based on independent market valuations of the assets.
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23 Trade and other payables

Accounting policies

3 Sainsbury plc

The Group's policy on payment of creditors is to agree terms of payment prior to commencing trade with a supplier and tc abide by those terms on the

timely subrnission uf salisfaclory invoices.

Trade payables are initially recognised at fair value, which is typically the invoiced ameunt and then held at amortised cost. They are shown net of supplier

arrangements due where there is a contractual right of offset.

2022 2021
£m £m
Current
Trade payables 2,965 2.873
Other payables 675 711
Accruals 565 499
Deferred income e 341 405
B 4,546 4488
Non-current
Trade payables - 1
Other payables 11 5
Accruals 2 13
Deferred income e ~ - 1 1
24 20
Deferred income
The following table presents a reconciliation of deferred income during the year:
2022 2021
£m £m
Opening balance 406 340
Revenue deferred in the year 282 393
Revenue recognised in the year which has previously been deferred _ o _ (338) (327)
Closing balance 352 406

The deferred revenue balance includes £327 million {2021: £323 million) in relation to deferred Nectar points.

Foreign currency risk

The Group has net euro denominated trade payables of £53 million (2021: £50 million) and US dollar denominated trade payables of £115 million (2021: £124 rmillion)

Supplier financing arrangements

The Group has supply chain finance pregrammes in place. The programmes act as an alternative source of financing for suppliers who have the option to
trade their invoices with funding providers in order to receive cash earlier than the invoice due dates. The payment terms offered to suppliers who are party
to the supply chain finance programmes are within standard supplier payment terms and agreed directly between the Group and the supplier.

Balances outstanding under the 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, the funding providers and the third-party platferm providers. The Group does not provide
additional credit enhancement nor obtain any working capital benefit from the arrangements.

Included in trade payables at 5 March 2022 are amounts of £355 million (6 March 2021: £349 million) drawn by supphers who are party to the supply chain

finance programmes.
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24 Amounts due to Financial Services customers and banks

Accounting policies
With the exception of fixed rate bonds, amounts due to Financial Services customers are generally repayable on demand and accrue interest at retail
deposil rales.

2022 2021
£m £m
Current
Customer accounts 4,083 4,924
Other deposits S R 361 1162
4,444 6,085
Non-current
Customer accounts 152 203
Other deposits S o 683 -
} j 815 203

Other deposits of £1,024 million (2021: £1.162 million) relate to deposits from wholesale counterparties, including the Bank of England.

25 Provisions

Accounting poticies and key information

Provistons are recognised when there is a present legal or constructive obligation as a result of a past event, for which 1t is probable that an cutflow of
economic benefits will be required to settle the obligation and where the amount can be reliably estimated. Provisions are measured at the present value
of the expenditures expected to be required to settle the obligation using a pre-tax rate that reflects current market assessments of the time value of
maney and the risks specific to the obligation. The increase in the provision due to passage of time is recognised as interest expense.

Property provisions

Where the Group no longer operates from a leased property, onerous property contract provisions are recognised for the least net cost of exiting from the
contract. Unless a separate exit agreement with a landlord has already been agreed, the Group’s palicy is that this onerous contract provision includes all
unavoidable costs of meeting the obligations of the contract. The amounts provided are based cn the Group's best estirmates of the likely committed outflows
and site closure dates. These pravisions do not include rent in accordance with IFRS 16, however do include unavoidable costs related to the lease such as
service charges and insurance. These provisions historically included business rates, however business rates are considered a statutory obligation rather than
a contractual one, and are therefore now recognised as a periodic cost in line with [FRIC 21 “Levies”. Prior period cornparatives have been restated to remove
business rates from previously recognised property provisions, Refer to note 2 for further details.

Property provisions also include provisions for dilapidations which are recognised where the Group has the obligation to make-good its leased properties.
These provisions are recognised based on historically settled dilapidations which form the basis of the estimated future cash cutflows. Any difference
between amounts expected to be settled and the actual cash outflow will be accounted for in the period when such determination is made.

Where the Group is able to exit lease contracts before the expiry date or agree sublets, this results in the release of any associated property provisions.
Such events are subject to the agreement of landlords, therefore the Group makes no assumptions on the ability to either exit or sublet a property until
a position is agreed.

Insurance provisions

The provision relates to the Group's outstanding insurance claims liabilities in relation to public and emplaoyer's liability claims, and third-party motor daims
Claims provisions are based on assumptions regarding past claims experience and on assessments by an independent actuary and are intended te provide
a best estimate of the most likely or expected outcome.

Restructuring provisions

A Testructuring provision is recognised when the Group has developed a detailed formal plan for the restructuring and has raised a valid expectation in those
affected that it will carry out the restructuring by starting to implernent the plan or announcing its main features to those affected by it. The measurement
of a restructuring provision includes only the direct expenditures arising from the restructuring.

The charge for the year mostly comprises redundancy payments as part of Argos store closures, depot closures, and café and food counter closures
announced during the year as detailed in note 5.
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25 Provisions continued

Financial Services related provisions

Financial services loan commitment provisions reflect expected credit losses modelled in relation to loan commitments not yet recognised on the balance
sheet, including on credit cards and Argos store cards.

Other Financial Services related provisions are primarily in relation to Argos Financial Services custorners in respact of potential redress payable arising from
the historic sales of Payment Protection Insurance (PPI).

The eventual cost is dependent on response rates, uphold rates, complaint rates, redress costs and claim handling costs. The provision represents management’s
best estimate of future costs. These assumptions are inherently uncertain and the ultimate financial impact may differ from the amount provided.

Financial
Services
Property Insutance related Cther

provisions provisions  Restructuring provisions provisions Total

£m £m £€m £m £m £m

At 7 March 2021 (restated) 164 67 54 26 38 349
Additional provisions 9 34 14 6 1 94
Unused amounts reversed 7) (5) (18) 3 (24) (85)
Utilisation of provision 27) (34) (53) 3 (1) (118)
Amortisation of discount e 1 - - ) - = 1
At 5 March 2022 B 140 62 29 26 14 271
Current 16 22 28 26 8 100
Non-current o 24 40 1 - 8 m
At 8 March 2020 (restated) 38 63 20 37 16 174
Additional provisions 146 33 61 7 32 278
Unused amounts reversed %) 2) - 2 - i)}
Utilisation of provision (16) (27) (27) {16) 10) 96}
Amortisation of discount o I - - - 1
At 6 March 2021 (restated) - 164 67 54 % 38 349
Current 72 24 53 21 29 199
Non-current 92 43 1 5 9 150

Climate change considerations
The Group has reviewed its provisions and concluded that no adjustments need to be made for climate change risks, nor that any new provisions need to
be recognised for climate-related matters.

Significant estimate — provisions

The Group's provisions are estimates of the actual casts and timing of future cash flows, which are dependent on future events and market conditions.
Thus there is inherently an element of estimation uncertainty within the provisions recognised by the Group. Any difference between expectations and
the actual future liability will be accounted for in the period when such determination is made

The provisions are most sensitive to estirnates of the future cash outflows. The following table summarises the impact that a reasonable possible change
in the cash outflow assumptions when estimating provisions would have had on the amounts recegnised during the year.

Increase/{decrease) in provisions recognised

Property Insurance Other
provisions provisions Restructuring provisions Totat
Increase in cash outflows of 5% 7 3 1 1 12
Decrease in cash outflows of 5% {7) (3) 1) (1) (12)

Sensitivities on Financial Services ECL provisions are included in note 30, therefore not induded in the above.
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26 Called up share capital, share premium and merger reserve

(a3
Accounting policies Ef
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new crdinary shares or options are shown in equity as a deduction, g
net of tax, from the proceeds. {_,OD
2022 2021 2022 2021 -
million millien £m £m
Called up share capital
Allotted and fully paid ordinary shares 284/7p 2,336 o223 668 637
Share premium account
Share premium 1,406 1173
The movements in the called up share capital, share premium and merger reserve are set out below: o
<
Number of Ordinary Share premium Merger g
ordinary shares shares account reserve g
millien £m £m £m 8
At 6 March 2021 2,231 637 1,173 568 g
Allotted in respect of share option schemes 11 5 17 - 2
Allotted in respect of Hybrid Convertible Bond payment . 91 26 216 -
At 5 March 2022 2,336 668 1,406 568
At 7 March 2020 2217 634 1,159 568
Allotted in respect of share option schemes - L L 14 o 3 14 -
At 6 March 2021 2,231 637 1,173 568
. . =
27 Capital redemption and other reserves H
Financial %
assets at Q
fair value 8
Cuner‘lcg through other Capi.tal g
franslation comprehensive Cash flow Total other redemption
Teserve income hedge reserves raserve g
£m £m fm £fm £m il
At 7 March 2021 - 251 (84) 167 680
Currency translation differences (1) - - 1) -
Financial assets at fair value through other comprehensive income movements - 71 - 71 -
Cash flow hedges gains and losses transferred to inventory - - 28 28 -
Items reclassified from financial assets at fair value through other comprehensive - 4 - 4q -
income reserve
Cash flow hedges effective portion of fair value movements - - 204 204 -
Itemns reclassified from cash flow hedge reserve - - 7 7 -
Other adjustments - - 16 16 -
Deferred tax i S .- (33) (59) ® -
At 5 March 2022 {1} 293 117 409 680
At 8 March 2020 5 209 (46) 168 680
Currency translation differences (5) - - (5) -
Financial assets at fair value through other comprehensive income movernents - 57 - 57 -
Cash flow hedges gains and losses transferred to inventory - - (0 (0 -
Cash flow hedges effective portion of fair value movements - - 61 (61) -
Items reclassified from cash flow hedge reserve - - 13 13 -
Deferred tax B = Y 1 @ -
At 6 March 2021 - 251 (84) 157 680

The currency translation reserve represents the cumulative foreign exchange differences on the transiation of the net assets of the Group's foreign operations

from their functicnal currency to the presentation currency of the parent.

The financial assets at fair value through other cornprehensive incorne resetve represents the fair value gains and losses on the financial assets at fair value
through other comprehensive income held by the Group. The cash flow hedge reserve represents the curnulative effective fair value gains and losses on cash

flew hedges in the Group

The capital redernption reserve arose on the redemption of B shares. Shareholders approved a £680 million return of share capital. by way of a B share scheme,
at the Company's Extraordinary General Meeting on 12 July 2004. The final redernption date for B shares was 18 July 2067 and all transactions relating to the

B shares have now been completed.
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28 Perpetual securities

Accounting poelicies and key information

Perpetual securities (perpetual subordinated capital securities and perpetual subordinated convertible bonds) are issued securities that qualify for
recognition as equity. Accerdingly any periodic returns are accounted for as dividends and recognised directly in equity at the time it becomes obligated
to pay the periodic return. Any associated tax impacts are recognised in the income statement as this is where the distributable profits were generated
in line with 1AS 12 ‘Income Taxes"

On 30 July 2015 the Group issued £250 million of perpetual subordinated capital securities and £250 million of perpetual subordinated convertible bonds,
collectively known as perpetual securities. Costs directly associated with the issue of £6 million were offset against the value of the proceeds. The perpetual
securities have no fixed redemption date. Holders of the perpetual securities do not benefit from any put option rights.

In the prior year, the Group redeermed the £250 million perpetual subordinated capital securities, at the first call date on 30 July 2020.

In the current year, the Group redeermed the £250 million perpetual convertible bonds Of these. £240 million were converted to shares on 23 Tuly 2021,
resulting in the creation of 81 million new shares. The remaining were redeemed

Perpetual Perpetual

capital convertible

securities bonds

£m fm

At 7 March 2021 - 248
Redemption of perpetual convertible bonds - (240)

Repayment of perpetual convertible ponds o A

At 5 March 2022 - -

At 8 March 2020 248 248
Distributicns to holders of perpetual securities - 7)

Redemption of perpetual capital securities (248) -

Profit for the year attributable to holders of perpetual securities - 7

AL 6 March 2021 o - ' - 248
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29 Retained earnings
Own shares held by Employee Share Ownership Trust (ESOT)

The Group owns 26,607,166 (2021: 17,204,213) of its ordinary shares of 284/7 pence normnal value each. At 5 March 2022, the total nominal value of the own

shares was £76 million (2021: £4.9 million).

All shares (2021: all shares) are held by a Group trust for satisfying awards under the Group's Share Plans. The Group trust waives the rights to the dividends

receivable in respect of the shares under the above schemes

The cost of the own shares is deducted from equity in the Group financial statements. The market value of the own shares at 5 March 2022 was £66 million

(2021: £40 million).

own  Profitandloss  Totalretained

shares account £arnings

£m £m £m

At 7 March 2021 (as previously reported) (33) 3,164 3,131
Opening balance adjustment — 97 97
At 7 March 2021 (restated) (33) 3,261 3,228
Profit for the year - 677 677
Rermneasurements on defined benefit pension schemes (net of tax} - 1,457 1,457
Deferred tax on retirement benefit obligations - (431) {431)
Dwidends paid - (238) (238)
Conversion of perpetual convertible bonds - 2 {2)
Share-based payment - 60 60
Purchase of own shares (48) - {48)
Current tax on share based payment equity movernent - 1 1
Deferred tax on share based payment equity moverment - 2 2
Allotted in respect of share option schermes 14 (15) 1)

Other Adjustrments S B ¢ I -+ a3

At 5 March 2022 (68) 4,760 4,692
At 8 March 2020 (a5 previously reported) (16) 4,084 4,068
Opening balance adjustment - 18 18
At 8 March 2020 (restated) {16) 4102 4,086
Profit for the year {Testated} - (208) {(208)
Remeasurements on defined henefit pension schemes (net of tax) - 482 {482)
Current tax on retirernent benefit obligations - 44 44
Deferred tax on retirement benefit obligations - 23 23
Dividends paid - (232) (232}
Share-based payment - 29 29
Purchase of own shares (30) - (30}
Allotted in respect cf share option schemes 13 (13) -
Redemption of perpetual capital securities S - 2w
At 6 March 2021 (33) 3,261 3,228

Refer to note 2 for details of restatement.

30 Financial risk management

The principal financial risks faced by the Group relate to liquidity risk, credit risk, market risk (foreign currency risk. interest rate risk and commodity risk)

and capital risk.

Financial nisk management 1s managed by a central treasury department in accordance with policies and guidelines which are reviewed and approved by
the Board of Directors. The risk management pelicies are designed to minimise potential adverse effects on the Group's financial performance by identifying
financial exposures and setting appropriate risk limits and controls The risk management policies also ensure sufficient liquidity is available to the Group

to meet foreseeable financial obligations and that cash assets are invested safely.

Financial risk management with respect to Financial Services is separately managed within the Financial Services’ governance structure.

Liquidity risk
Liquidity risk is the risk that the Group may be unable to meet its financial obligations as they fall due

The principal operational cash flow of the Group is largely stable and predictable reflecting the low business risk profile of the food retail sector and the
cyclica! profile of the non-food retail sector. Cash flow forecasts are produced to assist managernent in identifying future liquidity requirements. The Group’s
liquidity policy sets a minimum funding headroom of £400 million in excess of forecast funding requirements over a rolling 12 month time harizon. The Group
manages its liquidity risk by maintaining a core of long-dated borrewings, pre-funding future cash flow commitments and holding contingent committed

credit facilities.

The Group's committed £1,394 million Revolving Credit Facility was undrawn at 5 March 2022. The facility is provided by a syndicate of 16 banking partners.
The Group has no financial covenants. The facility is split into two Faulilies, a £300 million Facility (A} and a £1,094 million Facility (B). Facility A has a final

matunity of April 2025 and Facility B has a final maturity of October 2024.
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30 Financial risk management continued

As detailed in note 23, some suppliers have access to supply chain finance facilities, which allows these suppliers to benefit from the Group's credit profile.
The total size of the facility at 5 March 2022 was £1,101 million {2021 £957 million) across a number of banks and platforms. The level of utilisation is dependent
on the individual supplier requirernmenits and vares signmibicantly over time.

The table below analyses the Group's financial habtlities into relevant maturity groupings based on the remaining period to the contractual maturity date.
The amounts disclosed in the tables are the contractuat undiscounted cash flows or an estimate of cash flows in respect of fleating interest rate liabilities.

Less than One to Two to More than
ohe year two years five years five years
At 5 March 2022 £m £m £m £m
Non-derivative financial liabilities
Secured loans:

Loan due 2031’ (76) {80) (265) (378)
Unsecured toans:

Bank overdraft 7) - - -
Trade and other payables (4,205) (13) - -
Amounts due to Financial Services custorners and banks® - (4,4449) (los)  (708) = -
Derivative contracts - net settled L o
Commodity contracts 22 2 - -
Interest rate swaps in hedging relationships' * ) e @ 7 4 1
Derivative contracts -grosssettled e
Foreign exchange forwards — outflow* ) (1,680) (233) - -
Foreign exchange forwards — inflow* 1,707 234 - -
Commodity contracts — outflow 13) (25) (61) (56)
Commodity contracts — inflow 82 55 102 109

Less than One to Two to More than
one year two years five years five years
At 6 March 2021 £m £€m £m £m
Non-derivative financial habilities
Secured loans:

Loan due 2031 {73) (74) {229) (373
Unsecured [oans:

Bank leans due 2021° (201) - - -

Bank overdrafts (99) - - -
Trade and other payables 4,083) {19) - -
Ameunts due to Financial Services customers and banks’ - {6,088) (126) -
Derivative contracts —net settled o o
Commodity contracts 2 1 - -
Interest rate swaps in hedging relationships’ * - (27) {23) -
Derivative contracts - grosssettled L S
Foreign exchange forwards — outflow* (1,570) (198) - -
Foreign exchange forwards — inflow? 1483 196 - -
Comrnodity contracts — outflow (10} 9) (21 13)
Commaodity contracts — inflow 11 9 23 15
Assumptions:

1 Cashflows relating 1o debt and swaps hnked to nflation rates have been calculated using 4 RPLof 14 per cent for the year ended 5 March 2022. 50 per cent for the year ending 4 March 2023 and 5 0 per cent for future
years {2021 P! of 2 7 per cent for the year ended 6 March 2021, 14 per cent for the year ending 5 March 2027 and 1 4 per eent for future years)

2 Cash flows relating to amounts due to Sansbury's Bank customers and barks are calculated using contractual terms and interest rates for fixed rate nstruments Where balances are contractually repayable on
demand, behavoural assumptions are applied to estimate the interest payable on those balances These are shown as due within one year

3 The swap rate that matches the rernaining term of the nterest rate swaps as at S March 2022 has been used to calculate the floating rate cash flows over the life of the interest rate swaps shown above (2021 8 March 2021)

4 Cash flows in foreigr currencies have been translated using spot rates as at 5 March 2022 and 6 March 2021

5 Cash flows relating to debt beaning a floating interest rate have been calculated Lsing prevailing intetest rates s at 6 March 2021

Financial Services
Liquidity risk is the risk that Sainsbury's Bank and its subsidiaries (the Bark) cannot meet its payment obligations as they fall due, or can only do so at
excessive cost The Bank seeks to ensure that financial obligations can be met at all times, even under iquidity stress conditions.

The annual Internal Liquidity Adegquacy Assessment Process (ILAAP) enables the Bank to:
() Identify and assess its most relevant liquidity risk drivers;

{2) Quantify its liquidity needs under various stress scenarios; and

{3) Put in place appropriate limits and controls to mitigate liquidity risks



Financial Statements

30 Financial risk management continued

In meeting its internal limits as weli as PRA requirements, the Bank maintains a stock of high quality liquid assets that can be readily monetised by cutright
sale or repurchase agreerment to meet the Bank's obligations to depositors and other creditors.

The Bank’s Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio {NSFR) are regularly monitored and forecast alongside cash flow and funding ratios.
Long-term and short-term forecasts are prepared to assess liquidity requirements, taking into account factors such as ATM cash management, contractisal
maturities and customer deposit patterns (stable or less stable deposits) as weli as outflows regarding undrawn commitments. These reports suppoert daily
liquidity management, with early warning indicators reviewed on a daily basis and appropriate triggers for escalation and action in line with risk appetite,
Liquidity and Funding Policy and Liquidity Contingency Plan. Asset encumbrance ratios and risk indicators for wholesale funding cencentrations by type
{total/secured/unsecured), maturity, sector, geography and counterparty are also reqularly monitored and reported to the Asset-Liability Committee (ALCO).

Asset encumbrance

JSainsburg plc - rooab ot v

2022 2021
Matching Matching
Carrying tiabilities, Carrying liabilities,
value of cantingent value of contingent
encumbered liabilities or encumbered liabilities or
assets securities lent assets securities lent
£m £m £m £m
Loans and advances to customers 1,365 885 1,596 1,110
Debt securities 157 75 27 -
Other assets 40 27 76 27
Cash and balances with central banks 15 - 17 —

The primary sources of encumbrance in the Bank relate to margin requirernents for derivative transactions and collateral relating to secured funding transactions
Cash collateral is advanced and received as variation margin on derivative transactions, whilst eligible treasury assets (primarily Gilts and Treasury bills)

are pledged as collateral for initial margin requirements on derivatives which are centrally cleared. Eligible personal loans and mortgages, with applicable
haircuts, are used as collateral for Bank of £England funding facilities, including the Term Funding Scheme (TFS), the Term Funding Schemne with additional
incentives for SMEs (TFSME) and Indexed Long-Terrm Repo (ILTR) facilities.

Credit risk

a. Retail credit risk management

Counterparty credit risk is the risk of a financial loss arising from counterparty defauit or non-performance in respect of the Group’s holdings of cash and
cash equivalents, derivative financial assets, deposits with banks, investments in marketable securities, trade and other receivables and loans and advances
to customers.

specifically within Financial Services, retail credit risk is the possibility of losses ansing from a retail customer failing to meet their agreed repayment terms
as they fall due under mortgage, unsecured personal loan, credit card or store card arrangements. The Financial Services division utilises automated
scorecards to assess the credit worthiness and affordability criteria of new applicants and ongoing behavioural characteristics of existing customers. The
outcome from all scarecard models are monitored utilising a set of credit quality metrics to ensure actual performance is in line with agreed expectations.
Additional expert underwriting of credit applications is undertaken by a specialist operational team where further consideration is appropriate.

The Retail Credit Risk Committee of Sainsbury's Bank provides portfolio oversight control over credit strategy to maintain lending in line with the Board
approved risk appetite, with additional oversight and control provided by the Executive Risk Committee and Board Risk Committee. Internal Audit provide
additional assurance by undertaking regular reviews on the adequacy of credit risk policies and procedures.

b. Wholesale and derivative credit risk management

The Group (excluding Financial Services) sets countarparty limits for each of its banking and investrment counterparties based on their credit ratings. The
minimum long-term credit rating accepted by the Group is BBB- {Standard & Poor's and Fitch) or Baa3 (Moody's) or, in the case of sterling liquidity funds,
AAA or Aaa/MR1+ from Moody's. In the event of a split credit rating, the lower rating applies.

The table helow analyses the Group's cash and cash equivalents by credit exposure excluding bank balances, store cash, cash in transit and cash at ATMs.

Group Group
2022 2021
Counterparty Long-termrating £m £Em
Financial institutions — Money market deposits AAAM/Aaa - 198
Financial institutions — Money market deposits AA+/halto AIAZ 25 200
Depesits at central banks AA+/Aal 234 852
The table below analyses the fair value of the Group’s dervative financial assets by credit exposure, excluding any collateral held.
Group Group
2022 2021
Counterparty Long-termrating £m £m
Interest rate swaps AA+/Aal to AJA2 35 1
Inflation rate swaps AA+/Aalto A/AZ 5 -
FX forward contracts AA+/Aal to A/AZ 46
Commodity forward contracts AA+/halta AAZ 25 4
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30 Financial risk management continued

The Bank’s treasury portfolic 1s held primarily for liquidity management purposes and in the case of derivatives, for the purpose of managing market risk.
The liquidity portfolio 1s invested in eligible investment securities that qualify for the regulatory Liquidity Coverage Ratio (LCR) and internal Operational
Liguidity Puul {OLP). These investrments include the Bank ot England’s (BoE) reserve account, UK Government securities {gilts or Treasury bills), multilateral
development bank securities, government guaranteed agency securities, UK regulated covered bond programmes and asset backed securities.

Limits are established for all counterparty and asset class exposures based on their respective credit quality and market liquidity Consideration is also given
to geographical region and the strength of relevant sovereign credit ratings. Derivatives are subject to the same credit risk control precedures as are applied
to other wholesale market instruments and the credit risk arising from mark to market derivative valuations is mitigated by daily margin calls, posting cash
collateral to cover exposures. Daily monitoring is undertaken by the Bank's Treasury department, including early warning indicaters with appropriate triggers
for escalation.

¢. Maximum exposure to credit risk
The table below shows the maximum exposure to credit risk for the components of the balance sheet, including derivatives. The maximum exposure is
shown gross, before the effect of mitigation througb the use of ccllateral agreemenis.

2022 2021
£fm £m
Credit risk exposures relating to on balance sheet items
Loans and advances to customers and cther banks 5,189 5407
Cash and balances with central banks 825 1477
Derivative financial instruments (excludes level 3 instruments} i 13
Investment securities 418 538
Other assets 552 608
Credit risk exposures relating to off balance sheet items
Loans commitments B s 26 64
Total credit risk exposures 7,121 8,108

The commitments to lend disclosed in the above table do not include undrawn limits on credit cards and store cards of £8,777 million (2021: £8.165 million)
Thase are not considered contractual commitments but, because in practice Financial Services does not expect to withdraw these credit limits from
customers, they are within the scope of impairment provisioning.

d. Impairment of financial assets

Accounting policies

Impairments on financial assets are accounted for using a 3-stage forward-looking expected credit loss (ECL) approach in line with IFRS 8. The Group 1s
required to record an allowance for ECL for all loans and other debt financial assets not held at FYTPL, together with loan commitments and financial
guarantee contracts

ECLs are based on the difference between the cash flows due in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at an approximation of the original effective interest rate The expected cash flows will include cash flows from the sale of collateral held or ather
credit enhancements that are integral to the contractual terms.

For Financial Services portfolios of loans, such as credit card lending, scorecard lending and personal loans, impairment provisions are calculated for groups
of assets, otherwise impairment is identified at a counterparty specific level. The allowance is calculated by reference to the estimated probability of default
{PD), exposure at default (EAD) and loss given default (LGD).

— The probability of default represents the likelihood of a borrower defaulting within 12 months from the balance sheet date or within the expected lifetime
of the borrower.

— Exposure at default represents the expected amount due from the borrower at the point of default by reference to exposure at the balance sheet date
adjusted for expected future changes including repayments and utilisation of undrawn facilities.

— Loss given default represents the expected percentage loss at the point of default relative to the EAD. The estimate takes into account utilisation of any
expected collections and recoveries strategies, debt sale arrangements and collateral.

ECL 3-stage model

— Stage 1- Impairment allowance on financial assets that have not significantly increased in credit risk since crigination, nor are credit impaired, 1s
calculated using the probability that a borrower will default within 12 months frem the balance sheet date. Interest income is recognised on the gross
carrying value of the financial asset.

— Stage 2 - Wherte a financial asset exhibits a significant increase in credit nsk (SICR) but is not yet considered to be credit impaired, the probability of
default considered in the impairment allowance is based upon the lifetime probability of the borrewer defaulting. Interest income continues to be
recognised cn the gross carrying value of the financial asset.

— Stage 3 — Assets considered to be credit impaired resulting from one or more events that have occurred that has resulted in a detrimental impact on the
estimated future cash flows of the asset. Stage 3 assets will continue to recognise lifetime expected impairment losses {(with a 100 per cent probability
of default) and interest income will be recognised on the net carrying amount {i e. gross amount less impairment allowance}.
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30 Financial risk management continued

Significant increases in credit risk
The Group determines whether there has been a significant increase in credit risk by reference to quantitative thresholds, qualitative indicators and the
backstep presurnplion Lhat credit risk has sigmficantly increased if contractual payments are more than 30 days past due.

Quantitative thresholds have been determined that when the lifetime PD of an instrument as at the reporting date has increased to greater than a specified
multiple of the origination lifetime PD, a significant increase in credit risk is deemed to have occurred.

Qualitative tests are based around the Group's credit origination pelicy rules for Financial Services custemers. These rules are in place at account crigination
in order to decline accounts that may demanstrate risk factors cutside of risk appetite that are not yet reflected in PD measures. At the reporting date,
if an account satisfies any policy decline rules that it had not at the point of origination, it will be considered tc have significantly increased in credit risk.

There is no probationary period applied in respect of accounts that cure from stage 2 to stage 1. Transfer criteria have been subject to extensive analysts
to ensure that they appropriately reflect the flow of accounts from origination to default so as to maximise the number of accounts that flow through the
stages and minimise accounts that jump from stage 1to stage 3, or that fail 1o enter stage 3 from stage 2.

The Group has applied the low credit risk exemnption in respect of its tngh quality treasury portfolio held for liquidity purposes. This exernption permits low
credit risk debt securities {i.e. those considerad investment grade) to remain in stage 1 without an assessment of significant increase in credit risk.

Definition of default
The Group’s definition of default is used in deterrmining those accounts classified as stage 3 (i.e. credit impaired). The Group has chosen not to rebut the
backstop presumption prescribed by IFRS 9 that where an account is 30 days or more past its due date then default has occurred.

The Group has also defined a number of unlikeliness-to-pay criteria that result in an account being deemed to have defaulted. These include:

— Where operational collections activities have been exhausted on accounts that are less than 90 days past due and the account is subject to
recoveries processes

— If any forbearance has been granted on the account (see forbearance definition in section h below)

— Where the custorner is subject to insolvency proceedings

— Where the customer is deceased

Where an account no longer meets any of the default criteria, such as by bringing payrents back up to date, the Group will continue to consider the account
as being in default for a period of 24 months from the date when it last met the definition of default.

Write-off

Loans and advances to custorners are written off (either partially or in full) when there is no realistic prospect of recovery. This is generally the case when
the Group determines that the borrower does not have assets or sources of income that could generate sufficient cash flows to repay the amounts subject
to write-off.

Subsequent recoveries of amounts previously written off result in impairment gains recorded in the statement of comprehensive incorme

Expected lifetime
For the purposes of considenng the lifetime probability of default, the expected lifetime of a financial asset is the contractual term where thisis fixed within
the contract, or in the case of revolving products such as credit cards a behavioural life is determined by reference to historic trends.

Maodified financial assets

When the contractual cash flows of a financial asset have been renegotiated or modified and the financial asset was not derecognised, its gross carrying
amount is recalculated as the present valua of the modified contractual cash flows, discounted at the original effective interest rate with a gain or loss
recognised in the income statement.
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30 Financial risk management continued

Loans and advances to customers per stage
The tables below summarise the breakdown of the gress carrying ameunt of loans and advances to customers per stage. Unsecured lending represents
Sainsbury's Bank credit cards and personal loan lending in addition to Argos storecards. Secured lending represents Sainsbury's Bank mortgage lending.

At 5 March 2022 Stage 1 Stage 2 Stage 3 Total
Unsecured lending £m £m £m £m
Impaired

Less than 3 months, but impaired - - 31 31
Over 3 months - - 75 75
Recoveries ) e - - 59 59
Total gross impaired lcans - - 165 165
Past due 30 days to 3months - 20 - 20
Past due less than 30 days 11 29 - 40
Mot past due - e 3815 = 465 = - 4,280
Total gross amount due 3,826 514 165 4,505
Impairment

Impairment on gross balance 34) 47) (120) (201)
Undrawn cormmitrments impeirmert } 10 ® @y a9
Total impairment (44) (55) (121) (220)
Coverage 12%  107%  73.3% 19%
At 5 March 2022 Stage 1 Stage 2 Stage 3 Tetal
Secured lending £m £m £m £m
Impaired

Less than 3 menths, but impaired - - 8

Over 3 months - - 1 1
Recoveries ) _ e - - - - . _~
Total gross impaired loans B - - 9 9
Past due 30 days to 3 months - - - -
Past due less than 30 days - 1 - 1
Not past due L . n3 59 - 772
Total gross amount due - 713 60 9 782
Impairment

Impairment on gross balance - - 2 (2)
Undrawn commitments impairment e - - - =
Total impairment - - 2 @

Coverage - - - o - 0.1% 0,7‘;% 77237.67% i 0.4%
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30 Financial risk management continued

=2
8l
At 6 March 2021 Stagel Stage 2 Stage3 Total ‘g
Unsecured lending £m fm fm £m ;
Impaired %
Less than 3 menths, but impaired - - 38 38 =
Over 3months - - 76 76
Recoveries ) e ) - - 8 853
Total gross impaired loans - - 207 207
Past due 30 days to 3 months - 21 - 21
Past due less than 30 days 8 26 - 34
Not past due [ 3,640 493  — 4139
Total gross amount due 3,648 546 207 4,401 o
2
Q
Impairment g
[mpairment on gross balance (40) 63) (157) (260) @
Undrawn commitments impairment e ) I (5} 0 {15 §
Total impairment (49) 68} (158) {275) =
Coverage o - 1.3% 12.4% 76.3% 6.3%
At 6 March 2021 Stage1 Stage 2 Stage3 Total
Secured lending €m £m £m £m
Impaired
Less than 3 months, but impaired - - 10 10
Over 3manths - - 1 1
Recoveries e B - - -
Total gross impaired loans - - 1 1

Past due 30 days to 3 months - - _ _

2
5
2
B
w
g
3
3
&

Past due less than 30 days - 1 - 1
Notpastdue _  _  _ _ __ S A 46 - s
Total gross amount due 1,189 47 11 1,247
Impairment

Impairment on gross balance - - {3} 3
Undrawn commitments impairment _ - ~ - - = -
Total impairment - - (3} 3

Coverage - ' ' o - T 04% 27.2% 02%
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The tables below present the reconciliations of ECL allowances onloans and advances to customers, and to overall amounts held on the balance sheet:

Stage 1 Stage 2 Stage 3 Total
At S March 2022 £m £m £fm £m
Gross exposure
Impaired - - 174 174
Past due but not impaired 1 50 - 61
Neither past due nor impaired e 4,528 524 = - 5052

e e .. _ A4s3m® __ 574 174 _ 57287

Allowance for expected credit loss
Opening loss allowance (40) {63} (160) (263)
Transfers between stages 8 (3) (8) -
Additional provisions less amounts recovered (6) 2 13 9
Wrile-offs - 1 78 79
Changes in credit riskduring theyear .. 4 16 (@8 @8
Closing loss allowance (34) {47) (122) (203)
Net exposure 4,508 527 52 5084
Hedging fair value adjustment (16)
Loans and advances to cther banks ) 121
E-book value on balance shz I - 5,189

Stage 1 Stage 2 Stage3 Total
At 6 March 2021 £mn £&m £m £fm
Gross exposure
Impaired - - 218 218
Past due but not impaired 8 48 - 56
Neither past due nor impaired ) . 485 @ =5 0 - 5.374

4,837 593 213 5,648
Allowance for expected credit loss
Opening loss allowance (37) (52) (178) (267)
Transfers between stages 58 3 (62) -
Additional provisions less amounts recovered - 2 12 14
Write-offs - 1 88 89
Changes incredit risk during theyear -~~~ 63 {17) (20) (29)
Closing loss allowance {40) (63) {160) (263)
Net exposure 4797 530 58 5385
Hedging fair value adjustment ) e 22
Net book value on balance sheet - " 5407

Financial commitments

Sainsbury’s Bank has off-balance sheet commitments to extend credit to customers of £26 million (2021: £64 million). These commitments do not include
undrawn limits on credit cards and store cards of £8,777 million (2021: £9,165 mullion). These are not considered contractual commitments but, because in
practice Financial Services does not expect to withdraw these credit imits frorm customers, they are within the scope of impairment provisioning.

At the year-end, £19 million of expected credit loss provisions are recognised in respect of off-balance sheet loan commitments and undrawn limits in line
with IFRS 9 (2021: £15 million).

Credit quality per class of loans and advances

The Group defines the following classifications for all loans and advances to customers: High. Satisfactory, Low and Credit impaired. These are segmented
by 12 month probability of default (PD} under IFRS 9.
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Q

2

IFRS 8 12 month PD &

=

High quality <=3.02% -

Satisfactory quahty »=3.03% — 11.10% B
Low quality >=11.11%
Credit impaired 100%

Unsecured lending

Stagel Stage 2 Stage3 Total
At 5 March 2022 £m £m £m £m
High quality 3,401 233 - 3,634

Satisfactory quality 381 181 - 562 o

Low quality 44 100 - 144 2

Creditimpaied L - _-_.__ 15 _ 165 3

Total 3,826 514 165 4,505 2

‘_;E.'

B

Stage 1 Stage2 Stage 3 Total -
At 6 March 2021 £m £m £m £m
High quality 3.176 161 - 3,337
Satisfactory quality 420 252 - 672
Low quality 52 133 - 185
Creditimpaied - - W
Total 3,648 546 207 4,401

Secured lending 2

1]

Stagel Stage 2 Stage 3 Total E’

At 5 March 2022 £m £m £t £m %

High quality 713 59 - 772 :",'-

Satisfactory quality - 1 - 1 §

Low quality - - - - a.
Credit impaired o - s 9
Total 713 60 9 782
Stagel Stage2 Stage3 Total
At 6 March 2021 £m £m fm £m
High quality 1,189 45 - 1234
Satisfactory quality - 2 - 2
l.ow quality - - - -
Ceditimpaied S - -1 1
Total 1,189 47 11 1,247

e, Significant estimate - macro-economic scenarios

[FRS G requires that the measurement of ECL should reflect an unbiased and probability weighted amount that is determined by evaluating a range of
ferward-leoking economic assumpticns. The Group has engaged an external supplier to provide economic forecasts which are subject to review, challenge
and approvat through the Bank’s governance processes.

For the year ended 5 March 2022 the economic scenarios have been updated to include a reduction in unernployment rates as a result of improved econormic
conditions albeit this is offset by increased inflation/CPI rates which is having a notable impact on the cost of living,

The ECL models utilise 4 scenarios (2021: 4 scenarios) including a ‘base case’ scenario considered to be the most likely outcome together with an upside,
downside scenario and severe downside. The base case has been assigned a probability weighting of 45% with the upside, downside and severe downside
scenarios weighted 35%, 15%, 5% respectively (2021: base scenario 40%; upside, downside and severe downside scenarios weighted 30%, 25%, 5% respectively).
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The key magro-economic assumptions included in the ECL calculation {shown as 5 year averages from the reporting date) were:

As at 5 March 2022
Sovere
Base Upside d 4 id

% % % %*

Unemployment rate 4.0 39 47 6.2
Consumer price growth 27 28 26 2.5
GDP 1.8 22 18 1.0
Mortgage debt as a percentage of household income 102.8 101.7 104.3 105.9
Real household disposable income 1.0 13 0.7 0.4
Probability weighting (%} 45 35 15 5
Sensitivity analysis impact on impairment of 100 per cent weighting £(3.8)m £(7.4m £9.7m £30.4m

f. Management averlays

I the context of IFRS 9, management overlays are short-term increases or decreases to the ECL at either a customer or portfotio level to account for iterns

that have nat been fully reflected in the existing models.

Internal governance is in place to regularly monitor management overlays and to reduce the reliance on management overlays through medel recalibration

or redevelopment, as appropriate,

Managerment overlays applied in estimating the reported ECL at 5 March 2022 are set cut in the following tabie. The table indludes adjustments in relation
to data and model limitations resulting from economic uncertainty related to the engoing recovery from the COVID-19 pandemic. It shows the adjustments

applicable tc the scenario weighted ECL numbers.

At 5 March At 6 March

2022 2021

Movement in ECL £m £m

Economic adjustment 10 21

PD adjustment - 10

LGD adjustment - 9
Operational overlays _ . - 5 2

Total 15 42

The proportion of management overlay is 9 per cent of the total ECL provision as at 5 March 2022 (2021: 16 per cent).

The Economic adjustment is included where management judge the underlying models do not respond adequately te the economic scenarios. As a resuit
of COVID-19 there remains uncertainty over the levels of defaults that may arise following the cessation of government assistance schemes, and inflation is

an emerging concern as markets re-open

The majority of the Operational overlays relate to model or data limitations that are manually corrected, whilst a permanent fix 1s being developed.

g. Collateral relating to loans and advances to customers

Mortgages held over residential properties represent the only collateral held by the Group for retail exposures. The market value of collateral held for impaired
loans and leans past due but not impaired was £23 mitlion (2021: £26 million). The fair value of collateral held against possession cases was £nil (2021- £nil).

An analysis by loan-to-value (LTV) ratio of the Group’s residential mortgage lending is presented below. The value of collateral used in determining the LTV

ratics has been estimated based upon the tast actual valuation, adjusted to take into account subsequent movernents in house prices.

Stage 1 Stage 2 Sstage 3 Total
At 5 March 2022 £m £m £m £m
Less than 70% 607 57 8 672
70% to 80% 102 2 1 105
80% to 90% 4 1 - 5
90% to 100% - - - -
Greater than100% I - =
Total mortgages 713 60 9 782
Stage1 Stage 2 Stage 3 Total
At 6 March 2021 £m £m £m £m
Less than 70% 795 37 8 840
70% to B0% 265 7 2z 274
80% to 90% 128 3 1 132
90% to 100% 1 - - 1
Greaterthan100% S = - -
Total mortgages o 1189 47 1 1,247
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h. Forbearance

The Group provides support to customers who are experiencing financial difficulties. Forbearance is defined as relief granted by a lender te assist custorners
in financial difficutty, 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 the Group where financial difficulty would prevent repayment within the criginal terms and
conditions of the contract.

The main aim of forbearance is to support customers inTeturning to a position where they are able to meet their contractual obligations.

The Group has well defined forbearance policies and processes. A number of forbearance options are made available to custorners, These include arrangements
torepay 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} on a temporary
basis to assist with short-term financial hardship.

The table below details the values of secured and unsecured advances that are subject to the Group's forbearance programmes:

2022 2021
Gross loans Forbearance  Forbearamce Grossloansand Forbearance Forbearance
and advances as a total of covered by advances as a total of covered by
subject to loans and impairment subjectto loans and impairment
forbearance advances provision forbearance advances provision
£m % % £m % %
Unsecured 52 1.2 72.0 130 30 438
Secured 2 0.3 25.7 4 03 24.6
Total 54 1.0 70.1 134 2.4 4373

Market risk

The Group uses forward contracts to hedge foreign exchange and commeodity exposures, and interest rate swap contracts to hedge interest rate exposures.
The use of financial derivatives 1s governed by Board approved policies which prohibit the use of derivative financial instruments for speculative purposes

a. Foreign currency risk
Currency risk is the risk of increased costs arising from unexpected movements in exchange rates impacting the Group’s foreign currency denominated
supply contracts.

The Group's currency risk policy seeks te limit the impact of fluctuating exchange rates on the Group’s income statement by requiring highly probable foreign
currency cash flows to be hedged Highly probable foreign currency cash flows, which may be either contracted or un-contracted, are hedged on a layered
basis using foreign currency forward contracts.

The Group has exposure to currency risk on balances held in foreign currency deneminated bank accounts, which may arise due to short-term timing
differences on maturing hedges and underlying supplier payments.

The Group considers that a 10 per cent movement in exchange rates against sterling is a reascnable measure of volattlity. The impact of a 10 per cent movement
in the exchange rate of US dollar and euro versus sterling as at the balance sheet date, with all other variables held constant, is summarised in the table below:

2022 2022 2021 2021

Change in Change in Change in Change in

exchange rate exchange rate exchange rate exchange rate

fmpacton  impact oncash impact on impact on cash

post-tax flow hedge post-tax flow hedge

profit reserve profit TESETVE

+1-10% +{-10% +1-10% +-10%

Group £m £m fm £m
USD/GBP 3/(3) (115)/141 3/(4) (112137
EUR/GEP 3/(3) (29)/36 34(3) (27)/33

Financial Services
The Bank is exposed to FX risk through its holding of cash denominated in foreign currencies, primarily Euro and US Dollar, within its travel money bureaux
in J Sainsbury’s stotes. The FX positions are hedged on a regular basis. Furthermore a US dollar deposit is held with MasterCard. This exposure is also hedged.

b. Interest rate risk

Interest rate risk is the risk of increased costs or lower income arising from unexpected movements in interest rates and inflation rates impacting the
Group's borrowing and investment portfolios. The Group's interest rate policy seeks to limit the impact of fluctuating interest and inflation rates by
maintaining a diversified mix of fixed rate, floating rate and variable capped rate liabilities.

Interest on financial instruments is classified as fixed rate if interest re-sets on the borrowings are less frequent than cnce every 12 months. Interest on
financial instruments is classified as floating rate if interest re-sets on the borrowings occur every 12 maonths or mare frequently. Floating rate instruments
are considered variable capped rate if the nominal interest rate is subject to a cap.
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The mix of the Group’s financial assets and liabilities at the balance sheet date was as follows:

1 Sainsbury plc /.-

Variable
Fixed Floating capped Total
£m £m £m £m
Interest bearing financial assets at fair value through other comprehensive income 121 297 - 418
Amounts due from Financial Services customers and other banks 2,799 2,390 - 5,189
Cash and cash equivalents 547 278 - 825
Bank overdrafts - (¥4] - 7
Borrowings 179) - (575) (754)
Amounts due to Financial Services customers and banks (603) {4,656) - (5,259)
Derivative effect:

Interest rate swaps {1,952) 1,952 - -
__Inflation hnked swaps S o @0 - 490 -
At 5 March 2022 243 254 (85) 412

Variable
Fixed Floating capped Total
£m £m £m £&m
Interest bearing financial assets at fair value through other comprehensive income 74 464 - 538
Amounts due from Financial Services customers 3,102 2,305 - 5407
Cash and cash equivalents 166 1,409 - 1,575
Bank overdrafts (restated) - (99) - {99)
Borrowings (179) (200) (627) (1008)
Armounts due to Financial Services custemers and banks (675) (5,614) - (6,289)
Derivative effect:

Interest rate swaps (2,951) 2,951 - -

Inflation linked swaps - - (490) - 490 -
At 6 March 2021 (453 1,216 {137) 125
{0 Cash flow sensitivity for floating rate instruments
The Group considers that a 100 basis point movement in interest rates is a reasonable measure of volatility. The sensitivity of floating rate balances to a
change of 100 basis points in the interest rate (or such lesser amount as would tesult in a zerc rate of interest) at the balance sheet date is shown below:

2022 2021

2022 Impact on Trpacton

Impact on cash flow 2021 cash flow

post-tax hedge Impact on hedge

profit reserve  post-tax profit Teserve

£m £m £m £m

Change in floating rate +/-100bps (579 (0)/0 95 1/(1)

{ii} Cash Flow sensitivity for variable capped rate liabilities

The Group holds £575 million of capped inflaticn-linked borrowings (2021: £627 million) of which £490 million (2021: £430 million) have been swapped into

fixed rate berrowings using inflation rate swaps maturing in April 2023.

The Group considerts that a 100 basis point movement in the RPI rate is a reasonable measure of volatihty. The sensitivity of variable capped balances to a change

of 100 basis points in the RPI rate at the balance sheet date is shown below:

2022 2021

2022 Impact on 2021 impact on

Impact on cash flow Impact on cash flow

post-tax hedge past-tax hedge

profit reserve profit reserve

£m £m £m £m

Change in floating rate +/-100bps {0)/0 5/(6) (&2 SHS)

Financtal Services

Interest Rate Risk in the Banking Beok (IRRBB) arises from interest rate movements which impact the present value and timing of future cash flows resulting
in changes in the underlying value of a bank’s assets and liabilities and hence its econormic value. Interest rates movements also affect a bank's earnings by

altering interest-sensitive income and expenses, affecting its net interest income.
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The main types of interest rate risk faced by the Bank are:

— Re-pricing gap risk: the risk arising from timing differences in the interest rate changes of bank assets and liabilities (e.g. fixed rate personal loans and
instant access savings accounts).

— Yield curve risk: the risk arising from changes in the stope and shape of the yield curve.

— Basis risk: risk arising from imperfect correlation between different interest rate indices (e.g. administered rate on savings products and treasury assets
linked to SONIA).

— Prepayment risk: the risk arising from the timing of custemer prepayrnents which differ frorn planning and hedging assumptions.
— Pipeline risk: the risk of a custormer drawing down, or not, a product at a rate which is unfavourable fer the Bank.
— Credit Spread Risk: the risk of adverse effects resulting from a change in credit spreads, arising via the Bank’s Treasury portfolio.

Interest risk exposure is actively managed within limits that are aligned with the Banls risk appetite by using financial instruments such as interest rate
swaps and by taking into account natural hedges between assets and liabilities with similar repricing characteristics. Hedging strategies are implemented
and reviewed to ensure the Bank remains within its limits.

In order to measure the exposure to interest rate risk the Bank adopts a Capital at Risk (‘CaR’) approach to assess the value sensitivity of the Bank's capital
to movements in interest rates under various interest rates shock scenarios, as well as via an annual earnings at risk metric which measures the sensitivity
of the Bank’s earnings to movements in interest rates over a 12 month period. The CakR measure is an aggregate measure of five separate risk cormponents,
each being a distinct formn of interest rate risk including repricing risk, basis risk, prepayment risk, MTM risk and credit spread risk.

c. Commodity risk

Commadity risk is the risk of increased costs arising from unexpected movements in commodity prices impacting the Group's own use consumption of
electricity, gas and diesel. The Group hedges own use consumption of electricity and gas with forward purchases under flexible purchasing arrangernents
with its suppliers as well as power purchase agreements for electricity. The Group uses a combination of purchasing agreements and financial derivatives
to hedge fuel exposures on a layered basis using contracts for difference. See note 32 for derivative disclosures.

Capital risk management
The Group defines capital as net assets {excluding the pension deficit/surplus) less net debt.

The Board's capital objective is to maintain a strong and efficient capital base to support the Group's strategic objectives, provide optimat returns for
shareholders and safeguard the Group's status as a going concern. There has been no change to capital risk management policies during the year.

The Board menitors a broad range of financial metrics including return on capital employed, balance sheet gearing and fixed charge cover.

The Board can manage the Group's capital structure by diversifying the debt portfolio, adjusting the size and timing of dividends paid to shareholders,
recycling capital through sale and leaseback transactions, issuing new shares or repuschasing shares in the open market and flexing capital expenditure

From time-to-time the Company purchases its own shares in the market for the purpese of issuing shares under the Group's share option programimes
however the Group does rot operate a defined share buy-back plan.

whilst there are no repeating financial covenants, part of the Group's capital nsk management is to ensure compliance with the general covenants included
in the Group's borrowing factlities. Examples of general covenants include restrictions on the permitted value of asset disposals and incremental secured
indebtedness. In additicn to there being no breaches of general covenants in the financial year ended 5 March 2022, there is healthy headroom within all
general covenants as at 5 March 2022.

Information relating to Financial Services capital risk management is detatled below.

Financial Services capital resources (unaudited)

The following table analyses the regulatory capital resources under CRD IV From a prudential perspective, Sainsbury’s Bank is monitored and supervised on
a consolidated basis with its subsidiary, Home Retail Group Card Services Lirited, from the point of acquisition of Argos Financial Services in September 2016
The Bank has obtained an individual consolidation waiver from the PRA, which allows the Bank to maonitor its capital position on a consolidated basis only.
Therefore, the capital position shown below is on a regulatory consolidated basis.

The Bank implemented IFRS 8, effective 1 March 2018. The following table analyses the regulatory capital resources under CRD 1V and aligns to the phase-in
approach of IFRS 9 impacts on capital, over a 5-year period. The current year transitional data also includes adjustments introduced to mitigate against the
impact of COVID-18, reflecting an additicnal benefit received for ECL increases.

Transitional Full impact Transitional Fullimpact

2022 2022 2021 2021

IFRS 8 IFRS 9 IFRS B IFRS9

£m £m £m £m

Cormnmon Equity Tier 1(CET 1) capital:

Ordinary share capital 701 701 901 501
Allowable reserves 126 126 {44) (44)
Requlatory adjustments @42) _ (180) (66 _ (13}

Tierlcapital N ) . &85 647 791 726
Ter2capitel (oenmotes ~fisted) 109 109 S0 19

Total capital 794 756 911 845

Regulatory capital is calculated under the Capital Requirements Regulations and Capital Requirements Directive (collectively known as CRD 1V) incorporating

CRRZ changes that are effective from 1 January 2022 and aligns to the phase-in approach of IFRS 9 impacts on capital, over a 5-year period from 1 March 2018,

as enacted in the UK. Cormmon Equity Tier 1 {CET 1) capital includes ordinary share capital, other reserves, losses and requlatory deductions.
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The moverment of CET 1 capital during the financial year is analysed as follows:

Transitional Fult impact Transitional Full impact

2022 2022 2021 2021

IFRS 9 IFRS 9 IFRS9 IFRS9

£m £m £m fm

At 1 March 2021 and 1 March 2020 791 726 822 756
Verified profits/(losses) attributable to shareholders 22 22 (142) (142)
Foreseeable dividend (50) (50) - -
Transitional adjustments (27) - o)) -
Other reserve moverments {2) (2) S 5
Maovement in additional value adjustments 1 1 - -
Movementinintangibieassets ) ] - (s0)  (s0p 107 107
At 28 February 2022 and 28 February 2021 685 647 791 726

Leverage ratio (unaudited)

The leverage ratio is defined as the ratio of Tier 1 capital to adjusted assets, which is measured below on a regulatory consolidated basis. The denominator
represents the total non-risk weighted assets of the regulatory group (Bank and Homme Retail Group Card Services Limited) adjusted for certain off balance
sheet exposures, assets and regulatory deductions and provides a non-risk-weighted ‘backstop’ capital measure. The leverage ratio is calculated below as
at 28 February 2022 on the LK basis which allows central bank assets to be excluded from the leverage exposures. The Bank's leverage ratio of 9.7 per cent
exceeds the minimum Basel leverage ratio of 3 per cent.

Transitional Fult impact Transitional Fullimpact
2022 2022 2021 2021
IFRS 9 IFRS 9 IFRS S IFRS9
£m £m £m £m

Components of the leverage ratio
Total assets as per published financiai statements (Sainsbury’s Bank plc) 6,436 6,436 7438 7438
Uplift on censolidation of subsidiary undertakings 80 80 58 58
Exposure value for derivatives and securities financing transactions 37 37 22 22
Off balance sheet exposures: unconditionally cancellable (10%) 878 878 917 917
Off balance sheet: other (100%) 5 5 13 13
Other adjustments (169} (207) (79) (143)
CentraiBank Claims .~~~ @9 @8 - -
. S 7.048 7010 8369 8305
Tier lcapital e85 647 791 726
Leverage ratio 9.7% 9.2% 9.5% 87%

Capital management

The Bank manages its capital structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of its activities.
Capital adequacy is monitored on an ongoing basis by senicr management, the ALCO, the Executive Risk Committee and the Board Risk Committee. Our
submnissions to the PRA in the year have shown that the Bank has complied with all externally imposed capital requirements.

The Bank will disclose Pillar 3 information as required by the Capital Requirements Regulations and PRA prudential sourcebook on the J Sainsbury ple
external website.

31 Financial instruments

Accounting policies

a) Financial assets

The Group classifies all of its financial assets as either amortised cost, fair value through other comprehensive income (FVOCT) or fair value through profit
orloss (FVTPL).

To determine their classification and measurement category, IFRS G requires all financial assets, except eguity instruments and derivatives, to be assessed
based on a combination of the entity's business model for managing the assets and the instruments’ contractual cash flow characteristics.

In order for a financial asset to be classified and measured at amaortised cost or fair value through O], it needs to give rise to cash flows that are ‘solely
payments of principal and interest (SPPI) on the principal amount outstanding This assessment is referred to as the SPPI test and is performed at an
instrurment level.

The business madel assessment reflacts how the Group manages the risks relating to the underlying financial assets, including whether the Group's principal
objective is to collect the contractual cash flows arising from the instruments {amortised cost), to sell the financial instruments (FYTPL) or a combination
thereof (FYOCI).
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[¥al
Financial instrurments at amortised cost =
Financial assets that are principally held for the collection of contractual cash flows and which pass the SPPI test are classified as amortised cost. For the F
Group Lhis includes cash, recevables and amounts due from financial services customers and other banks. The Group has no intention of trading these &
assets. With the exception of trade receivables that do not contain a significant financing component, the Group initially measures these financial assets E
at fair value plus transaction costs. Subsequently these assets are carried at amortised cost less impatrment using the effective interest rate method. Income ~
from these financial assets is calculated on an effective interest rate basis and is recognised in the income statement.
Financial assets at fair value through other comprehensive income
Accounting policies are detailed in note 18.
Financial assets at fair value through profit and loss
The Group's derivatives are classified as fair value through profit or loss. They are carried in the statement of financial position at fair value with net changes
in fair value recognised in the incorne statement.
Financial assets are derecognised when the contractual cash flows from the asset have expired or have been transferred, usually by sale, and with them e
either substantially all the risks and rewards of the asset or significant risks and rewards, along with the unconditional ability to sell or pledge the asset. &
=
o
b} Financial liabilities 2
The Group recognises all of its financial liabilities at amoriised cost and all derivative financial liabilities are classified as FVTPL. Financial liabilities costs, i
including premiums payable on settlement or redemption and direct issue costs, are accounted for on an accrual basis in the income staternent using g

the effective interest rate method and are added to the carrying amount of the instrument to the extent that they are not settled in the period in which
they arise.

Interest-bearing bank loans, overdrafts, other deposits and amounts due to Sainsbury's Bank customers are recorded iritially at fair value, which is generally
the proceads received, net of direct issue costs. Subsequently, these liabilities are held at amortised cost using the effective interest rate method.

Financial lahilites are derecognised when the obligation under the liability is discharged, cancelled, or expires.

Financial assets and liabilities by category
Set out below are the accounting classification of each class of financial assets and liabilities as at 5 March 2022 and 6 March 2021.

]
8
Fair value =5
Amortised Fairvalue throughprofit a-
cost through 0C1 orloss Total —
£m £fm £ £m %
Cash and cash equivalents 825 - - 825 g
Trade and other receivables 552 - - 552 *é.
Armounts due frorn Financial Services customers and other banks 5,189 - - 5,189
Financial assets at FVOCI - 800 - 800
Trade and cther payables (4,218) - - (4,218)
Borrowings (761) - - (761)
Amounts due to Financial Services customers and banks (5.259) - - (5,259)
Derivative financial instruments - - 259 259
Lease liabilities o B e 662y - - {662]1)
At 5 March 2022 (10,293) 800 259 {9,234)
Fair value
Amorttised Fairvalue  throughprofit
cost through OCI or loss Total
Restated fm £m £m £m
Cash and cash equivalents 1575 - - 1,575
Trade and other receivables 609 - - 609
Amounts due from Financial Services customers 5407 - - 5407
Financial assets at FVOCI - 844 - 844
Trade and other payables {4,102) - - {4,102)
Borrowings (1104) - - {1.104)
Amounts due to Financial Services customers and banks (6,289) - - (6,289)
Derivative financial instruments - - (124) {124)
Lease liabilittes ) B8y - - (5.834)
At 6 March 2021 (9,738) 844 {124) {5,018)
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<) Fair value estimation

Set out below s a comparison of the carrying amount and the fair value of financial instruments that are carried in the financial staterments at a value ather
Llan Tair value. The fair values of financial assets and liabilities are based on prices avatlable from the market on which the instruments are traded. Where
market values are not available, the fair values of financial assets and liabilities have been calculated by discounting expected future cash flows at prevailing
interest rates. The fair values of short-term deposits, trade receivables, other receivables, overdrafts and payables and lease liabilities are assumed to
approximate to their book values.

Carrying Group fair
amount value
At S March 2022 fm £m
Financial assets
Amounts due from Financial Services customers! 5,189 5,216
Financial liabilities
Loans due 2031 {575) 717)
Ticr 2 capital due 2023 (179) (180)
Armounts due te Financial Services customers and other banks (5,259) {5,260)
Carrying Group fair
amount value
At 6 March 2021 £m £m
Financial assets
Amounts due from Finangial Services customers! 5,407 5418
Financial liabilities
Loans due 2031 627) (761)
Bank lcans due 2021 (199) (199)
Tier 2 capital due 2023 (179) (183)
Amounts due to Financial Services custorners and other banks 6,289) 6,298)

1 Included within a portfolio fair value hedging relationship with £3.235 million (2021 £3,384 rmillion) of interest 1ate swaps

The fair vaiue of the financial assets has been calculated by discounting cash flows at prevailing interest rates and is within Level 2 of the fair value hierarchy
{see below for fair value hierarchy description}. The fair value of financial liabilities have been calculated by discounting cash flows at prevailing interest rates
and are within Level 2 of the fair value hierarchy.

Fair value measurements recognised in the balance sheet
The following table provides an analysis of financial instruments that are recognised at fair value, grouped into Levels 1 to 3 based on the degree to which the
fair value is observabile:

— Level 1 fair value measurements are derived from quoted market prices (unadiusted) in active markets for identical assets or liabilities at the balance
sheet date. This level includes listed equity securities and debt instrument on public exchanges;

— Level 2 fair value measurements are derived from inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
etther directly (i.e. as prices) or indirectly (i.e. derived from prices). The fair value of financial instruments ts determined by discounting expected cash
flows at prevailing interest rates; and

— Level 3 fair value measurements are derived frorn valuation technigues that include inputs for the asset or liability that are not based cn observable
market data {(unobservable inputs).
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Levell Level2 Level3 Total
£m £m £m £m
At 5 March 2022
Financial instruments at fair value through other comprehensive income
Other financial assets - 15 367 382
Investment securities 418 - - 418
Derivative financial assets - 111 180 291
Derivative financial liabilities - (32) - (32)
At 6 March 2021
Financial instruments at fair value through other comprehensive income
Interest bearing financial assets - 1 - 1
Other financial assets - 15 291 306
Investment securities 537 - - 537
Derivative financial assets - 7 6 13
Derivative financial liabilities - {137) - (137)
Reconciliation of Level 3 fair value measurements of financial assets and liabnlities:
Financial
instruments Commaoadity
at FYTOCI devivatives Total
£m fm £m
At 7 March 2021 291 6 297
In cost of sales in the Group income statement - 76 76
In other compretensive income ) e 76 98 174
At 5 March 2022 367 180 547
Financial
instruments at Commodity
FVTOCT derivatives Total
£m £m £m
At 8 March 2020 237 (3 234
In finance cost in the Group income statement - g 9
In other comprehensive income S o B 54 - 54
At 6 March 2021 291 6 297

The financial instruments at fair value through OCI relate to the Group's beneficial interest in a property investrment pool. The net present value of the Group's
interest in the vanious freehold reversions owned by the property tnvestment pool has been derived by assuming a property growth rate of zero per cent per
annum (2021: zerc per cent) and a discount rate of seven per cent (2021: seven per cent) — see note 18. The sensitivity of this balance to changes of one per
cent in the assumed rate of property rental growth and one per cent in the discount rate holding other assumptions constant is shown below:

2022 2022 2021 2021

Change in Change in Changein Change in

growthrate  discount rate growth rate discount rate

+1-1.0% +/-1.0% +1.0% +-1.0%

£m £m £m £m

Financial instruments at fair value through 0C! 6/(6) (5)/5 9/(9) 6)/6

The Group has entered into several fang-term fixed price Power Purchase agreernants with independent producers. Included within derivative financial assets
is £180 million (2021: £6 million) relating to these agreements. The Group has entered into a new Power Purchase Agreement during the year, and this has

been designated as a cash flow hedge.

The Group values its Power Purchase agreements as the net present value of the estimated future usage at the contracted fixed price less the market implied
forward energy price discounted at the prevailing swap rate. The Group alsc makes an assumnption regarding expected energy output based on the histoncal
performance and the producer's estimate of expected electricity output. The sensitivity of this balance to changes of 20 per cent in the assumed rate of

energy cutput and 20 per cent in the implied forward energy prices holding other assumptions constant is shown below:

1oday nbajeng
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Not in a hedge relationship
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2022 2021
2022 Change in 2021 Change in
Change electricity Change electricity
involume forward price involume forward price
+/-20.0% +/-20.0% +-20.0% +/-20.0%
£m £m £m £m
Derivative financial instruments 23/(23) 16/(16) (1) 7H7)
Designated in a cash flow hedge relationship
2022 2021
2022 Change in 2021 Change in
Change electricity Change electricity
involume forward price in volume forward price
+-20.0% +1-20.0% +1-20.0% +/-20.0%
£m £m £m £
Derivative financial instruments 32/(32) 20/(20) N/A N/A

d) offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the balance sheet, when there is a legally enferceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the asset and settle the liability simultanecusly. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in the event of default, insclvency or bankruptcy of the company

or the counterparty.

The following table sets out the Group's financial assets and financial liabilities that are subject to counterparty offsetting or a master netting agreernent.
The master netting agreements reqgulate settlerment amounts in the event a party defaults on their obligations.

Amounts not offset
in balance sheet

Amounts Net amounts Balances
Gross amounts offset recognised subjecttoa
of recognised inthe in the contractual
financial assets balance balance rightof  Cash collateral
and liabilities sheet sheet offset pledged Net amounts
£m £m £m £m £m fm
Assets
Derivative financial assets 201 - 291 - (20) 271
Trade and other receivables 643 (91) 552 - - 552
Cash and cash equivalents - 825 - 825 - - 825
Total assets at 5 March 2022 1,759 (91) 1,668 - (20) 1,648
Liabilities
Derivative financial liabllities (32) - (32) - 20 12)
Tradeand other paables @309 . @uns - - @)
Total liabilities at 5 March 2022 (4,341) 91 (4,250) - 20 {4,230)
Assets
Derivative financial assets 19 6) 13 (2) 2 9
Trade and other receivables 756 (147) 509 - - 509
Cash and cash equvalents . = v - laz - - 14T
Total assets at 6 March 2021 2,252 {153) 2099 2) ) 2,095
Liabilities
Derivative financial liabilties (143) 6 (137) 2 30 (105)
aceandother payables L a2 W7 a0y - - _ )
Total liablities at 6 March 2021 {4,392) 153 {4,239) ? 30 (4,207)

The Group helds certain financial derivatives which are subject to credit suppoert agreements. Under these agreements cash collateral 1s posted by one party
to the other party should the fair value of the financial derivative exceed a pre-agreed level. As at 5 March 2022, the Group held no collateral against these

financial derivative assets (2021: £ml).

Financial Services has derivatives that are governed by the Internaticnal Swaps and Derivatives Association and their associated credit support annex
bilateral agreements where if the fair value exceeds a pre-agreed level, cash collateral is posted. As at 5 March 2022, Financial Services and its subsidiary
had pledged/posted collateral of £20 million (2021: previded collateral of £30 millicn) against the derivatives and received collateral of £2¢ million

(2021: £2 million).

The Group also operates a cash pocting arrangement and collective net overdraft facility with its main clearing bank. As at 5 March 2022 the Group had a net

overdraft of £7 million (2021 £99 million) under this facility.
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32 Derivative financial instruments and hedge accounting

Accounting policies

The Group uses derivative linancial inslrurments to hedge ts exposure to roreign exchange, interest rate and commodity risks. All derivative financial
instruments are initially measured at fair value on the contract date and are also measured at fair value at subsequent reporting dates. Where derivatives do
not qualify for hedge accounting, any changes in the fair value of the derivative financial instrument are recognised in the income statement as they arise.

To qualify for hedge accounting, the Group documents, at the incepticn of the hedge, the hedging risk management strategy, the relationship between the
hedging instrument and the hedged item or transaction, the nature of the risks being hedged and an assessment of the effectiveness of the hedging
relationship to ensure it is highly effective on an ongoing basis.

Where a derivative does qualify for hedge accounting, any changes in fair value are recognised depending on the nature of the hadge relationship and the
itern being hedged as follows:

i) Cash flow hedges

Hedge relationships are classified as cash flow hedges where the derivative financial instruments hedge the Group’s exposure to variability in cash flows
resulting from a highly probable forecasted transaction. These include the exchange rate risk of inventory purchases denominated in foreign currency,
interest rate risk and commodity risk on purchases of power and fuel. Changes in the fair value of derivative financial instruments that are designated and
effective as hedges of future cash flows are recognised directly in other comprehensive income and the ineffective portion is recognised immediately in the
income staterment.

If a cash flow hedge is hedging a firm comrnitrnent or forecast transaction that tesults in the recognition of a non-financial asset or liabtlity. then, at the time
the asset or liability is recognised, the associated gains o losses on the derivative that had previously been recognised in other comprehensive income are
included in the initial measurement of the asset or liability. This applies te the Group's foreign currency hedges in relation to inventory purchases.

ii) Fair value hedges
The Group designates certain derivatives as fair value hedges where the derwvative financial instrument hedges the change in fair value of the particular risks
inherent in reccgnised assets or liabilities (fair value hedges).

The Group has adopted IFRS 9 hedge accounting requirements for its fair value hedges of investment securities and its one-for-one hedge on Tier 2 Debt
issuance within Sainsbury’s Bank. The Greup continues to adopt TAS 39 for its macro portfolic fair value hedges of fixed rate personal loans and residential
mortgages, as it is permitted to do so under IFRS 9 and until the peint that the new macro hedge accounting standard is finalised and adopted.

Fair value hedging matches the change in fair value of designated hedged items against the corresponding change in value of the hedging derivative. The
designated hedged item can be a recognised asset or liability, a firm commitment, or an identified portion of an asset.

The effective part of any gain or loss on the hedged itern adjusts the balance of the hedged itern and is recognised in the income staterment, offsetting the
gain or loss on the hedging derivative. Should circumstances arise where the hedge relationship subsequently proves ineffective, is early settled, or is
terminated the adjustment to the balance of the hedged itern 1s amortised over the remaining life of the hedged item and to the income statement

Micro fair value hedging —IFRS 9

The Group has purchased a number of fixed rate debt investment securities and has issued fixed rate subordinated debt within Sainsbury's Bank. These
instruments are hedged via plamn vanilla interest rate swaps, with the critical economic terms of both the hedging instrument and hedged item matching.
The notional amaount, fixed interest legs and maturity dates are economically matched.

Portfolio fair value hedging — IAS 38

The Group uses partfolio fair value hedging as a risk management tool for hedging interest rate tisk on the Personal Loans and Mortgage partfolios. Portfolio
fair value hedging allows the designation of the whole or part of a portfolic of assets or liabilities with similar risk exposures. The hedged item can be
designated based on expected maturities to match the hedging derivative maturity. Hedge effectiveness is considered Lo have been met where the change
in fair value of the hedged item offsets the change in fair value of hedging instruments, within the 80 to 125 per cent ratio corridor.

The effects of hedge accounting on the Group’s financial position and performance
The fair value of derivative financial instruments has been disclosed in the balance sheet as follows:

2022 2022 2021 2021

Asset Liabllity Asset Liability

£m £m £m £m

Non-current 213 3) 8 (44)
Current - R i 78 @) 2l ©3)

Total 201 (32) 13 137)
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32 Derivative financial instruments and hedge accounting continued

The table below provides a breakdown of the type of derivatives in fair value and cash flow hedges as well as derivatives not in a forral hedge accounting
relationship.

2022 2021
Asset Liability Asset Liability
Fair value Notlonal Fair value Notional Fair value Notional Fair value Notional
£m £m £m £m £m £m £m £m

Fair value hedges
Interest rate swaps 35 2,249 {19) 986 1 724 (29) 3,260
Cash flow hedges
Interest rate swaps - - - - - - [l 200
[nflation rate swaps 5 490 - - - - (13) 490
Foreign exchange forward contracts 46 1,153 13) 323 1 28 (©4) 1,586
Commodity contracts 25 33 - - 4 26 - 10
Power Purchase contracts 71 6 - - - - - -
Derivatives not in a formal hedging relationship
Interest rate swaps - g - - - 444 - 453
Cross currency swaps - 44 - 69 1 57 - 5
Power Purchase contracls . & _ m_ - - 6 no_ - -
Total 291 3,995 {32) 1,378 13 1,290 (137) 6,004
Cash flow hedges

There is an economnic relationship between the hedged iterns and the hedging instruments as the terms of the interest rate swaps, foreign exchange and
commaodity forward contracts match the terms of the expected highly probable forecast transactions (i.e., notional amount and expected payment date).
The Group has established a hedge ratic of 1.1 for the hedging relationships as the underlying risk of the foreign exchange and commeodity forward contracts
are identical to the hedged risk companents. To test the hedge effectiveness, the Group uses the hypothetical derivative method and compares the changes
in the fair value of the hedging instruments against the changes in fair value of the hedged tems attributable to the hedged risks.

Hedge ineffectiveness can arise from:

— Differences in the timing of the cash flows of the hedged iterns and the hedging instrurnents

— Different indexes (and accordingly different curves) linked to the hedged risk of the hedged items and hedging instruments

— The counterparties’ credit risk differently impacting the fair value movemnents of the hedging instrument compared tc the hedged items
— Changes to the forecasted cash flows of hadged items

At 5 March 2022 the maturity profile and average price/rate of the hedging instrurments used in the Group's non-dynamic hedging strategies were as follows:

Maturity
Less than 3months to Onetoflve More than five
At S March 2022 imonth 1to3months 1ysar years years
Cash flow hedges
Interest rate risk
Noticnal amount - - - 490 -
Average net interest {pau}/receive - - - 1.37% -
Maturity
Less than Imonths to Ome to five More than five
At € March 2021 1month 1to 3months lyear years years
Cash flow hedges
Interest rate risk
Noticnal amount - - 200 490 -

Average net interest (pay)/receive - - (051)% {0.54)% -




Financial Statements

32 Derivative financial instruments and hedge accounting continued

J Sainsburyplc " -0 1

The impact of the hedged items on Group's financial staternents is as follows:

Change in value of Change in value

hedged item for of hedging instrument Cumulative impact

calculating hedge  for caleulating hedge on cash flow

ineffectiveness ineffectiveness hedge reserve

At 5 March 2022 £m £m £m
Cash flow hedges

Inflation rate swaps 8) 8 5

Foreign exchange forward contracts! (73) 73 25

Commeodity contracts (25} 25 25

Pawer Purchase Agreements (98) 98 98

1 Includes £16m reclassified to retained earmings duning the year

Change in value of Change invalue Cumulative

hedged itemn for of hedging instrument impact

calculating hedge for caleulating hedge on cash flow

ineffectiveness ineffectiveness hedge reserve

At 6 March 2021 £m £m £m
Cash flow hedges

Interest rate swaps - - 0]

Inflation rate swaps 5 5) (13}

Foreign exchange forward contracts 60 (60) (92)

4) 4 4

Commadity contracts

There are no amounts remaining in the hedging reserves for which hedge accounting is no longer applied.

The following table presents a reconciliation by risk category of the cash flow hedge reserve and analysis of other comprehensive income in relation to
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hedge accounting: g
g
Fair value movements a,
recagnised in other Amounts 1N
Opening comprehensive income reclassifled Closing ‘,.’,‘
At 5 March 2022 £m £m £m £m Reclassification recognised In 2,
]
Interest rate swaps (1) - 1 - Finance costs 3
Inflation rate swaps (13) 8 10 5 Finance costs g-
Foreign exchange forward contracts* (92) 73 44 25 Inventory/retained eamings
Commodity contracts 4 25 @) 25 Cost of sales
Pawer purchase agreements - a8 - 98 Cost of Sales
Tax. 8 @ - (36} S
(84) 150 51 17
1. Includes £16 million reciassified to retained earmings duning the year.
Fair value movements
recognised in other Amounts
{pening comprehensive income reclassified {losing
At 6March 2021 £m £rm fm £m Reclassification recognised in
Interest rate swaps 5] - - ] Finance Costs
Inflation rate swaps {13} {5) 5 13} Finance costs
Foreign exchange forward contracts (31 60 (1 92) Inventory
Commedity contracts 8 4 8 4 Cost of sales
Tax . o _n - 18 S
(46} (50) 12 (84}

Fair value hedges
Within the Financial Services business, interest rate swaps are executed to hedge interest rate risk arising from fixed rate exposures in its retail personal loan
and retail mortgage boacks, and certain fixed rate treasury investment securities, which are predominantly funded by varable rate linked liabilities.

The cash flows under the hedging instruments {interest rate swap derivatives) substantially match the cash flow profile of the hedged iterns (personal loans,
martgages. treasury investment securities and borrowings). The changes in fair value of the derivatives offset changes in the fair value of the hedged items
through the income staternent, with any ineffective portion also being recegnised in the income statement.

The main source of ineffectiveness within the micro hedge relationships relates to the floating leg valuation changes inherent within the hedging instrument
that do not exist within the hedged item.

Ineffectiveness on portfolic hedges can arise as a result of several factors, including floating leg valuation changes mherent within the hedging instrument
that do not exist within the hedged item, mismatch in cash flow maturities between the hedged item and hedging instrument and basis risk between cash
flows discounted using different benchmark rates.



Financial Statements

32 Derivative financial instruments and hedge accounting continued

JSainsburypltc.> 1. -1

AL 5 March 2022 the maturity profile and average price/rate of the hedging instrurents used in the Group’s nen-dynamic hedging strategies were as follows:

Maturity
Less than 3months to One to five More than five
1month 1to3months 1year years yoars
At 5 March 2022
Fair value hedges
Interest rate risk
Interest rate swaps
Notional amount - 138 584 1,246 1,267
Average net interest (pay)/receive - (0.08)% {0.20)% (0.28)% 0.06%
At 6 March 2021
Fair value hedges
Interest rate risk
Interest rate swaps
National amount - 328 573 1,441 1,242
Average net interest (pay)/receive - {0.82)% (0.66)% (0.60)%

The impact of the hedged items on Group’s financial staterments is as follows:

Change in fair value Accumulated amount of fair
used for measuring value hodge adjustments
Carrying amount ineffectiveness included in the carrying
of the hedged item fot the periad amount of the hedged {tem
Assets  Liabilities Assets Liabilities
At 5 March 2022 £m £m £m £m £m Line {tem in financial statements
Fair value hedges
Interest rate swaps 2,725 - (38) (16) —  Amounts due from Financial Services customers
Interest rate swaps 197 - @ 3 - Financial assets at FVOCI
interestrateswaps - @79y 1 - I ) B _Borrowings
2,922 (179) (a1) {19) @)

Carrying amount
of the hedged item

Change in fair value
used for measuring
ineffectiveness

for the period

Accumulated amount of fair
value hedge adjustments
included in the carrying
arnount of the hedged item

Assets iiabilities Assets Liabilities
At 6 March 20231 £m £m £m £m £m Line itern in financial statements
Fair value hedges
Interest rate swaps 3,164 - (5} 22 - Amounts due from Financial Services customers
Interest rate swaps 73 - - ) Financial assets at FVCC]
Interestrateswaps - (179) 1 - 3 o - _Borrowings
3,237 (179) (4) 21 3
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(%)
The impact of the hedging instruments an the financial statements is as follows: %
Y]
=
Carrying amount g
Notional Change in fair value for measuring h=}
amount Asset Liabitity ineffectiveness for the period ’%
At 5 March 2022 £m £m £m £m Line item in financlal statements
Fair value hedges
Interest rate swaps (loans and mortgages) 3,164 30 (18) 40 Derivative financial assets/
liabilities
Interest rate swaps (Tier 2 capital) - - {1) (4 }] Derivative financial liabilities
Interest rate swaps (investment securitiesy 71 5 - 5 Derivative financial assets
3,235 35 (19) 44
(]
Carrying amount g
Notienal Change in fair value for measuring o
amount Asset Liability ineffectiveness for the period 5
At 6 March 2021 £fm £m £m fm Line itern in financial statements g
[4+]
Fair value hedges &
Interest rate swaps (loans and mortgages) 3,912 1 (29) 5 Derivative financial liabilities 8
Interest rate swaps (Tier 2 capital) - - - (5) Derivative financial assets -
Interest rate swaps (investment securities) 72— - 2 Derivative financial liabilities
3,984 1 {29 2
Fair value hedge relationships impacted profit or loss as follows:
2022 2021
Hedge ineffectiveness recognised in cost of sales £m £fm
Change in value of hedged items for calculating hedge ineffectiveness {41) 4
Change in value of hedging instruments for calculating hedge ineffectiveness S 44 2
Hedge ineffectiveness recognised in cost of sales 3 (2}

Derivatives not in a hedge relationship

Some of the Group's derivative contracts do not qualify for hedge accounting and are therefore not designated in a hedging relationship. In addition, where
gains or losses on a derivative contract economically offset the losses or gains on an underlying transaction, the dervative is not designated as being ina
hedging relationship.
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The Group has several long-term fixed price Power Purchase agreements with independent producers as detailed in note 31. Included within derivative
financtal assets is £180 mullion {2021: £6 million} relating to these agreements, of which £82 million 15 not within a hedging relationship. Fair value gains of
£76 rmnillicn have been recognised in the income statement during the year for these arrangements.

Samnsbury's Bank and its subsidianes had a £8 million portfolio of interest rate swaps hedging mortgage pipeline offers that cannot be entered into a hedge
accounting relationship (2021: £9 million) with fair value fluctuations fully accounted for in the P&L, with no effective offset.

Additionally, the Group had £nil of compressed and offsetting LIBOR swaps forming part of Sainsbury’s Bank's novation project from LIBOR to SONIA
derivatives (2021: £888 million).

The fair value fluctuations crediting the income statement for interest rate derivatives not in a hedge accounting relationship was a credit of £nil (2021 £nii).
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33 Cash and cash equivalents

Accounting policies

Cash and cash equivalents
Cash and bank balances comprise cash in hand and at bank, deposits at central banks, investments in money market funds and depaosits and other
short-term highly liquid investments.

To be classified as cash and cash equivalents, an asset must:

— Be readily convertible into cash;

— Have an insignificant risk of changes in value; and

— Have a maturity period of typically three months or less at acquisition.

Bank overdrafts that are repayable on dernand and form an integral part of the Group's cash management are included as a compenent of cash and cash
equivalents for the purposes of the cash flow staterment.

Cash flow statement
The Group presents its cash flow statement using the indirect method, whereby profit is reconciled to net cash from operating activities by adjusting profit
and loss for non cash items.

Interest, dividends and taxes
The Group has chosen to present interest received on bank deposits and other financial assets as well as dividends received as cash flows from investing
activities because they are returns on the Group's investments

Dividends paid are presented as financing cash flows as they are considered a cost of obtaining financial resources.
Interest paid on borrowings is presented within cash flows from operating activities as they are held for cash management purposes.

Lease payments and receipts
Lease payments are presented as follows in the Group cash flow statement:

— Cash payments for the principal element of the lease liabilities are presented as cash flows from financing actvities

— Cash payments for the interest element of lease liabilities are presented as interest paid within cash flows from operating activities consistent with
presentation of interest payments

— Short-term lease payments, payments for leases of low-value assets and variable lease payments that are not included in the measurement of the lease
liabilities as cash flows from operating activities

— Cash receipts in relation to sub-leases (both operating and finance leases) are included within operating cash flows

For the purposes of the cash flow statement, cash and cash equivalents comprise the following:

2021

2022 {restated)

£m £€m

Cashin hand and bank balances 566 325

Macney market funds and deposits 25 398

Deposits at central banks e ) - . 234 852

Cash and bank balances as reported in the Group balance sheet 825 1575
Bankoverdrafts — L @__ 8

Net cash and cash equivalents as reported in the Group cash flow statement 818 1,476

0f the above balance, £18 million (2021: £20 million) was restricted as at year-end. Of the £18 million (2021: £20 million) restricted cash, £15 milion
(2021: £17 million) is held as a reserve deposit with the Bank of England in accordance with statutory requirements. This depasit is not available for use
in day-to-day operations A further £3 million (2021: £3 million) is restricted for Insurance purposes.

Refer to note 2 for details of restatement.
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Reconciliation of cash flow items
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Working capital
Amounts due
Financial Amounts due to Financial
assets at fair from Financial Services
value through  Trade and other Services Trade andcther  customersand
Tnventories ol receivables customers payables  other deposits Provisions
£m £m £m £m £m £m £€m
At 5 March 2022 1,797 800 748 5,189 (4,570) {5,259) (271}
At & March 2021 (restated) - - 1625 844 775 5,407 {4,508) (6.289) {349}
Balance sheet movement (172) 44 27 218 62 {1,030) (78)
Fair value movements - 71 - (38) — - —
Hedge adjustments (7 - - - - - -
Interest in working capital - - - - (6) - -
Transfer of Saas spend to prepayments - - 9 - - -
Reclassification to other lines in the cash flow staterment - - - - (28) - -
Financial Services ECL impairments - - - (19) - - -
Movement in capital accruals - - - - 1 - -
Amortisation of discount - - - ~ - _ m
etrer = _ _T 3 U ) S O
Movement shown in cash flow statement 179) 115 33 161 28 {1,030) (80)
Amounts due
Financial Amounts due te Financial
assets at fair frormn Financial Services
value through  Trade and cther Services Trade andother  customersand
Inventories ocl Teceivables customers payables  other deposits Provisions
£m £m £m fm £m £m €m
At 6 March 2021 (restated) 1,625 844 775 5407 {4,508) (6,289) {349}
At 7 March 2020 (restated) 1732 1054 854 7404 (4286) (8094} (174)
Balance sheet movement 107 210 79 1,997 222 (1.805) 175
Fair value movements - 57 - - - - -
Hedge adjustment to inventory 10 - - - - - -
Reclassification to other lines in the cash flow staterment - - - - 80 - -
Dividends received from Jvs - - {18) - - - -
Financial Services ECL impairments - - - (85) - - -
Movement in capital accruals - - - - 8 - -
Other o - == 11 - 2
Movement shown in cash flow statement 117 267 62 1,812 321 {1.805) 177
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Other
Movement
Gross Capitalised A tin shown in cash
additions interest capitalaccruals flow statement
2022 Note £m £m £m £m
Purchase of property, plant and equipment 14 a417) 2 1) (416)
Purchase of intangible assets 16 (278) - — (278)
Mavement shown
Gross Capitalised Movement in in cash flow
additions interest capital accruals statement
2021 Note £m £m £m £m
Purchase of property, plant and equipment 14 {419) 4 8) (423)
Purchase of intangible assets 16 {172} - - (172
Profit on the sale of properties and early termination of leases in the cash flow statement is reconcited as follows:
52 waeks to 52 weeks to
S March &March
2022 2021
£m £m
Profit on disposal of properties (note 5} v 1
Non-underlying gain on early termination of leases (nate 5) L)) (16)
Prafit on disposal of properties within restructuring programmes (note 5) (12) -
Non-underlying Saas adjustment (note 5) 21 -
Underlying gain on early termination of leases 3 _
Loss on disposal of intangible assets o . 4 -
Profit on sale of non-current assets and early termination of leases (6} 17}

34 Analysis of net debt

The Group’s definition of net debt includes the following:

— Cash

— Borrowings and overdrafts
— Lease liabilities

— Perpetual securities

— Debtrelated financial assets at fair value through other comprehensive income

— Derivatives used in hedging borrowings

Net debt includes the capital injections to Sainsbury’'s Bank, but excludes the net debt of Sainsbury's Bank and its subsidiaries (Financial Services). Financial
Services’ net debt balances are excluded because they are required as part of the business as usual operations of a bank, as oppesed to specific forms of

financing for the Group.

Derivatives exclude those not used to hedge borrawings, and borrowings exclude bank overdrafts as they are disclosed separately.
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34 Analysis of net debt continued

%]
A reconciliation of opening to closing net debt is included below. Balances and movements for the total Group and Financial Services are shown in addition %
to Retail to enable reconciliation between the Group balance sheet and Group cash flow statement B
g
Cash movemnents Nen-cash movements E
Cash flows -
7March excluding Net interest Accrued  Other non-cash Changes in 5 March
2021 interest  (received)/paid interest moverments fair value 2022
£m £m fm £m £m £m m
Retail
Net dertvative financial instruments (14) - 10 (10) 1 8 5
Borrowings {excluding overdrafts) (826) 248 28 (25) - - (575)
Lease liabilites ~~ (58208) 491 281 (28) (1,280) - (6,618)
Arising from financing activities (6,669) 739 319 (316) 1,269) 8 (7.188)
g
Financial assets at fair value through other 1 - - - - L§ )] 2
comprehensive income §
Cash and cash equivalents (restated) 546 (110} - - - - 436 i
Bank overdrafts (restatedy (8% 92 - - - - ™ 'rgn
Retail net debt (excluding perpetual securities) (6221 721~ 319 (316)  (1,269) 7 (6,789) =
Financial Services
Net derivative financial instruments - - - - - 4 4
Borrowings {excluding overdrafts) (179) - 10 (11) - 1 (179)
Lease liabilties _ e 2 = - - - _ e
Arising from financing activities (184) 2 10 (1] - 5 (178)
|
Financial assets at fair value through other 537 (115) - - - “@ 418 §
comprehensive income a
Cash and cash equivalents 1029 = (640) = - - - - 389 ;‘:‘
Financial Services net debt 1,382 753 100 = 0@ - 1 629 %
Group §.
Net derivative financial instruments (149) - 10 (10} 11 12 9
Borrowings {excluding overdrafts) (1,005) 248 38 (36) - 1 (754)
Lease liabilities {5834y 493 281 (281) (1,280) = (6621
Arising from financing activities (6.853) 741 329 (327 {1,269) 13 (7.366)
Financial assets at fair value through other 538 (115) - - - (5) 418
comprehensive income
Cash and cash equivalents (restated) 1,575 {750) - - - - 825
Bankoverdrafts frestatedy (@9 92 e S @
Group net debt (excluding perpetual securities) (48390 = (32) = 1329 (327y (,269) 8  (5130)
Retail net debt (excluding perpetual securities) (6,221) 721 319 (316) {1,269) 7 (6,759)
Perpetual convertible bonds (248) 8 - - 240 - -
Retail net debt (including perpetual securities) {6,469) 729 319 (316) (1,029) 7 (6,759)
Of which:
Leases (5,829) (6,618)
Net debt excluding lease Habilities {640) (141)

QOther non-cash movements relate to interest accruals and new leases.

Refer to note 2 for details of restaternent.
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34 Analysis of net debt continued

} Sainsbury ptc " .-

Cashmovements Non-cash movements
Cash flows
8 March excluding Net interest Accrued Other non-cash Changesin 6March
2020 interest  (received)/paid interest movements fair value 2021
fm £m £fm £fm £m £m £m
Retail
Net derivative financial instruments (15) - 6 ) 5 5) (14)
Borrowings (excluding overdrafts) (1.116) 289 38 (37 - - (826)
Lease liabilities . [5768 49 305 (309) (560) = (5829
Arising from financing activities (restated) (6,899} 788 349 (347) (555) (5) {6.669)
Financial assets at fair value through other 1 - - - -~ - 1
comprehensive income
Cash and cash equivalents (restated} 506 40 - - - - 546
Bank overdrafts {restated) 59 @y - - - = (99)
Retail net debt {excluding perpetual securities) (restated) (5451 788 349 (3479 (555) B B22n
Financial Services
Net derivative financial instruments 4 - - - - (4) -
Bank overdrafts - - - - - - -
Borrowings (excluding overdrafts) {180) - - - - 1 (179)
Lease liabilities -  ® 2 - - -
Arising from financing activities {restated) (182) 2 - - (1} 3 (184)
Financia! assets at fair value through other 802 (267) - - - 2 537
comprehensive income
Cash and cash equivalents . o = T .10
Financial Servicesnetdebt 1,167 a7 = - o m 1382
Group
Net derivative financial instruments (11 - 6 (5} 5 )] (14)
Borrowings (excluding overdrafts) {1,296) 289 38 37 - 1 {1.005)
Lease liabilities - N Y 501 305 (305 (561) - (583
Arising from financing activities {restated) (7.081) 790 349 (347) (556) (8) (6.853)
Financial assets at fair value through other 803 (267) — - - 2 538
comprehensive income
Cash and cash equivalents {restated) 1,053 522 - - - - 1575
Bank overdrafts (restateq) (59) ey - - = = {99)
Group net debt (excluding perpetual securities) estated) (5,284} 1,005 349 {(347) (556) (6 (4,839)
Retail net debt {excluding perpetual securities) (6,451) o _:/'88 348 (347) {555) (5) 6,221)
Perpetual capital securities {248) 250 - - (2) - -
Perpetual convertiblebonds 9 - - = LR
Retail net debt (including perpetual securities) _ (Be4any 1,038 345 By (557 {5 {6469
Of which:
leases N . - I
Net debt excluding lease liabilities {1179) (640)

Refer to note 2 for details of restatement.
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34 Analysis of net debt continued

Recongciliation of net cash flow to movement in net debt

52 weeaks to 52 weeks to
5 March 6 March
2022 2021
£m £m
Openingnetdebt S - (6469)  (5547)
Cash flow movermnents
Net {decrease)/increase in cash and cash equivalents (including overdrafts) {658) 482
Elimination of Financial Services movement in cash and cash equivalents 640 482)
Repayment of perpetual capital securities 8 250
Decrease in Retail borrowings 248 289
Decrease in Retail lease obligations 19 499
Net interest paid on compoenents of Retail net debt - . - 349
Changes in net debt resulting frm;nzéhﬁbw 7 1,048 1,387
Non-cash moverments
Accrued interest (316) (347)
Retail fair value and other non-cash movermnents - o o22y (562
Changes in net debt resulting from non-cash movements (1,338) (909)
Movement in net debt (290) 478
Closing net debt S - (6,759) (6.469)
35 Borrowings
2022 2021
Current Non-current Total Current Nor-current Total
£m £m £m £m £m £m
Loan due 2031 a4 531 575 55 572 827
Bank overdrafts (restated) 7 - 7 99 - 99
Bank loans due 2021 - - - 199 - 199
Sainsbury's Bank Tier 2 Capital due 2027 3 176 17 3 176 179
S 54 707 761 356 748 1104

Refer to note 2 for details of restaterment.

a) Loan due 2031

The loan is secured against 48 (2021: 48) supermarket properties (note 14). This 1s an inflation linked amortising loan from the finance company Longstone
Finance plc with an outstanding principal value of £566 million {2021: £614 million) fixed at a real rate of 2.36 per cent where principal and interest rate are
uplifted annually by RPI subject 1o a cap at five per cent and a floor at nil per cent. The carrying value of the loan is £575 million (2021: £627 millicn) with a
final repayment date of April 2031.

The Group has entered into inflation swaps to convert £490 miilicn (2021: £490 million) of the £568 million (2021: £614 million) loan from RP1 linked intetest
to fixed rate tnterest until April 2023. These transactions have been designated as cash flow hedges (note 32).

The principal activity of Longstone Finance plc is the issuing of commercial mortgage-backed securities and applying the proceeds towards the secured
loans due 2031 with the Group as summarised above.

Intertrust Corporate Services Limited helds all the issued share capital of Longstone Finance Holdings Limited on trust for charitable purposes. Longstone
Finance Holdings Limited beneficially cwns all the issued share capital of Longstore Finance plc. As the Group has no interest, power or bears any risk over
these entities they are not included in the Group consolidation.

b) Bank overdrafts
Bank overdrafts are repayable on demand and bear interest at a spread above Bank of England base rate.

<) Bank loan due 2021
On 6 August 2021 the Group repaid the secured £200 million Green Loan and subsequently ensured the release of all security interests.

d) Sainsbury’s Bank Tier 2 Capital due 2027

The Bank issued £175 million of fixed rate reset callable subordinated Tier 2 notes on 23 Novernber 2017, The notes pay interest on the principal amount at
arate of six per cent per annum, padable in equal instalments sermi-annually in arrears, until 23 Novernber 2022 at which time the interest rate will reset.
The Bank has the option to redeem these notes on 23 Novermnber 2022.
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35 Borrowings continued

e) Short-term borrowings
The Revolving Credit Facility is split into two Facilities, a £300 million Facility (A) and a £1,094 mullion Facility (B). Facility A has a final maturity of April 2025
and Facdlily B has a final matunty of Uctober 2024, At 5 March 2022, the Revolving Credit Facility was undrawn (2021: undrawn).

The Revolving Credit Facility incurs cornmitment fees at market rates and drawdowns bear interest at a margin above SGNIA.

The Group maintains uncommitted facilities to provide additional capacity to fund short-term working capital requirements. Drawdowns on these
uncommitted facilities bear intevest at a rnargin. The uncommitted facilities were undrawn at 5 March 2022 (2021: undrawn).

36 Employee costs
2022 2021
£m £&m
Employee costs for the Group during the year amounted to:
Wages and salaries, including bonus and termination benefits 3.119 3302
Social security costs 240 230
Pension costs — defined contribution schemes 183 191
_Share-based payments expense e . 58 29
3,600 3752
2022 2021
‘000 '000
The average number of employees, including Directors, during the year was:
Full-time 65 65
Parttime o B ue __us
e ... 180
Full time equivalent S i 117 7

Details of key management compensation can be found in note 41 and within the Directors’ Remuneration Report on pages 84 to 95.

37 Retirement benefit obligations

Accounting policies — defined contribution pension schemes
The Group contributions to defined contribution pension schemes are charged to the income statement as incurred. Any contributions unpaid at the balance
sheet date are included as an accrual as at that date. The Group has na further payment cbligations once the contributions have been paid.

Accounting policies — defined benefit pension scheme (Sainsbury’s Pension Scheme)

The surplus or deficit recognised in the balance sheet for defined benefit schemes represents the difference between the fair value of the plan assets and the
present value of the defined benefit obligation at the balance sheet date. The defined benefit obligation 1s actuarially calculated on an annual basis using the
projected unit credit method.

Actuarial gains and losses are reported in the statement of other comprehensive income as incurred, and comprise both the effects of changes in actuarial
assumptions and experience adjustments arising because of differences between the previous actuarial assumptions and what has actually occurred.

The income statement charge consists of a financing charge, which is the net of interest cost on pension scheme liabilities and interest income on plan assets
and defined benefit pension scherme expenses.

The financing charge is determined by applying the discount rate used to measure the defined benefit obligation to the pension scheme liabilities and plan
assets at the beginning of the financial year.

Background
The retirement benefit obligations relate to the Sainsbury's Pension Scheme plus three unfunded pension liabilities for former senior employees of
Sainsbury's and Home Retail Group.

The Sainsbury’s Pension Scheme has two sections, the Sainsbury's Section which holds the assets and liabilities of the original Sainsbury's Pension Scheme,
and the Argos Section which holds the assets and liabilities of the Home Retail Group Pension Scheme. Each section’s assets are segregated by deed and ring
fenced for the benefit of the members of that section. The Scheme is run by a corporate trustee with nine directors.

The Scherme is also used to pay life assurance benefits to current (including new) colleagues.

The retirement benefit obligations at the year-end have been calculated by Isic, the actuarial advisers to the Group, using the projected unit credit method
and based on adjusting the position at the date of the previous triennial valuation for known events and changes in market conditions as allowed under
1AS 19 'Employee Benefits'.
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37 Retirement benefit obligations continued

Sainsbury’s section

The section was closed to new employees on 31 January 2002 and closed to future accrual on 28 September 2013, There are three benefit categories: final
salary, career average and cash balance. Final salary and career average benefits are determined by service and salary. Cash balance benefits are determined
by the accrued retirement account credits.

Argos section
The section was closed to new emplogees in 2009 and to future accrual in January 2013, Pension benefits are based on service and final salary when leaving
the Scheme.

Triennial valuation

The Trustee's triennial valuation is used to determine the contributions reguired for the Scheme to pay ali the benefits due, now and in the future. The Trustee
must allow for a level of prudence and so these assumiptions therefore piace a relatively high value on the Scherme's liabilities. By contrast, IAS 19 ‘Employee
Benefits' requires all companies to value the liabilities on a ‘best estimate’ basis which places a lower value on the liabilities and therefore a more favourable
financial position. As such, the accounting value is different to the result obtained using the Trustee’s triennial valuation basis.

The Trustee completed a trienniat valuation, carried out by willis Towers Watson, as at 30 September 2018 on the projected unit basis and a recovery plan
was agreed. The deficit on the basis of the assumptions agreed was £538 million.

Under the funding plan, Sainsbury’s established a new Scottish Limited partnership — Sainsbury’s Thistle Scottish Limited Partnership (‘the Partnership’}
with the Scheme on 17 July 2019.

Properties with a valuation of £1,350 million were transferred into a newly formed property holding company — Sainsbury’s Property Holdings Limited {Propco’)
from the Sainsbury's Property Scottish Partnership and other Sainsbury’s Group Companies The Propco is a wholly owned subsidiary of the Group and leases
the transferred properties to other Group companies. Rental receipts facilitate payments of interest and capital on loan notes issued to the Partnership, in which
the Scheme holds an interest.

The Partnership is controlled by Sainsbury's and its results are consolidated by the Group. The Group’s balance sheet, 1AS 12 deficit and income staterment
are unchanged by the establishment of the Partnership. The Scheme’s investrment in the Partnership does not qualify as a plan asset for the purposes of the
Group's consolidated financial staternents and is therefore not included within the fair value of plan assets.

The value of the properties transferred to the Propco remains in the Group's property, plant and equipment on the balance sheet, and the Group retains full
operational flexibility to extend, develop and substitute thern.

The Scherme's interest in the Partnership entitles it to arnual distributions over up to 20 years through three payment streams:
1) Payments to the Sainsbury's section (£15 million per year)
2) Payments to the Argos section (£20 million per year)

3) Switching payment stream, paid to either the Sainsbury’s section or Argos section (initially approximately £23 million per year, increasing to £33 million
by 2038)

Tn addition to the above, cash contributions of £10 million were paid during the year (2021: cash contributions of £40 million).
The payments to the Sainsbury's and Argos sections (strearns 1and 2} stop in 2030, or when the relevant section reaches its funding target, if earlier.

The switching stream is initially paid to the Sainsbury’s section until it reaches the funding target, when it will then switch to the Argos section. Payments
continue until 2038 or until both sections have reached their funding targets, if earlier.

The level of property in the Propco reduces as the Scheme reaches the funding targets.

The Sainsbury's section reached its funding target on 31 Decernber 2021, and so the first payment strearn was switched off. The switching stream will move
to the Argos section fram March 2022.

The next triennial funding valuation as at 30 September 2021 1s currently being completed by the Trustee. The results of this valuation are not yet available.

IFRIC 14

Under [FRIC 14, a company is required to measure any economic benefits available to it in the form of refunds or reductions to future contributions at the
maximum amount that is consistent with the terms and conditions of the pension scheme. These are regarded as available to a company if it has an
unconditional right to realise thern at some point during the life of the pensicn scheme or when all benefits are finally settled. Such an unconditicnal right
would not exist when the availability of the refund or the reduction in future contribution would be contingent upon factors beyond the company’s contrel,

Managerment is of the view that it has an unconditional right to a refund of surplus under IFRIC 14, As such no adjustment has been made for potential
additional liabilities.

In forming this conclusion management has considered whether the Greup can control the run-off of the Scherme until there are no liabilities left, consistent
with IFRIC 14. For example, if the Trustee has a unilateral power tc wind up the Scheme while there are liabilities remaining, then it 15 viewed that the Group
cannot access surplus through this route. For both sections, management have assessed that the Group can control run-off until no liabilties rematn by
complying with its obligations under the Scheme rules and pensions legislation, and there will therefore be a gradual settlement of the planned liabiities over
the life of each section.

The Scheme rules list certain situations under which the Trustee can wind up the Scheme; however whilst there is gradual settlement of the Scheme’s
liabilities, these are cancluded to be within the control of the Group As aresult, it is concluded that the Trustee does not have a unilateral power to wind up
the Scherne nor augment benefits while the Scheme is ongoing.

110day mbaens

1i0day 23ueLI3A0D

2
g
:
g




Financial Statements JSainsburyple o 0N o

37 Retirement benefit obligations continued

Unfunded pension liabilities

The unfunded pension liabilities are unwound when each employee reaches retirement and takes their pension from the Group payroll or is crystallised in the
avent of an employee feaving or retiring and choosing to take the provision as a one-off cash payrment.

a) Income statement
The amounts recognised in the income statement are as follows:

2022 2021
£m £m
Excluded from underlying profit before tax:

Interest cost on pension liabilities® 197) (163}
_nterestincomeonplanassets S 212 182
Total included in finance income 15 19
Defined benefit pension scheme expenses v (7
Past service credit/(cost) e o - .
Total excluded from underlying profit beforetax - o 1 5
Tetal income statement expense 1 6

1 Inctudes interest of £1 milhon for the unfunded pension scheme (2021 €1 milion).

Past service credit

The past service credit of £3 million is in relation to a Pension Increase Exchange (PIE) option introduced in the Argos section following a deed of amendment
signed during the current financial year. The prior year past service cost relates to Guaranteed Minimum Pension {GMF) equalisation foliowing a High Court
ruling in Novernber 2020 regarding indvidual transfer payments.

b) Other comprehensive income
Re-measurements of the retirerment benefit cbligations have been recognised as follows:

2022 2021

m £m

Return on plan assets, excluding amounts included in interest 739 (458)

Actuarial gains/(losses) arising from changes in:

Finance assurnptions’ 334 {115)

Demagraphic assumptions’ 133 24

_Experience’ - I S 25 67

Total actuarial gains/(losses) 718 (24)
Total remeasurements - B 1457 (48)

1 Includes £1mmllon for the unfunded pension schemme (2021 Fril}
2 Includes £1 millon for the unfunded pension scherne {2021 £nl)
3 Includes £nil for the unfunded pension scheme (2021 £2 million loss)



Financial Statements J Sainsburyplc % e

37 Retirement benefit obligations continued

[¥al
c) Balance sheet %
The amounts recognised in the balance sheet are as follows: %
=
2022 202t g
Sainsbury’s Argos Group Sainsbury’s Argos Group -
£m £m £m fm £m £m
Present value of funded obligations (8,060) {1,313) (9,373) (8.808) (1410 {10,218)
Fair value of plan assets 10,158 1,535 11,693 9,596 1404 11,000
Retirement benefit surplus/(deficit) 2088 222 2320 788 ®) 782
Present value of unfunded obligations {20) an 37 (21 (17 (38)
Retirement benefit surplus/(deficit) - 2078 208 2,283 767 @y 744
The retirement benefit surplus and the associated deferred income tax balance are shown within different line items on the face of the balance sheet. é‘
The movernents in the Group's net defined benefit surplus are as follows. %
g
2022 2021 =
£m £m -8
As at the beginning of the year 744 1119 =
Net interest incorme 15 19
Remeasurernent gains/(losses) 1,457 482)
Pension Scheme expenses (v)] {7
Contributions by employer 71 10
Past service credit/{charge) e 3 g
As at the end of the year 2,283 744
The movements in the retirement benefit obligations (including unfunded obligations) are as follows: g‘
2022 2021 .é_
£m £m w
As at the beginning of the year (10,256} (10,372} g-
Interest cost (197) (163) %
Remeasurement gains/(losses) 718 (24) a
Benefits paid 322 309
Past service credit/{charge) L N B
As at the end of the year (9,410) (10.256)
An;gsed_as: - - - S
Retirement benefit abligations (9,373) (10,218)
Unfunded obligations (37) (38)

The movements in the fair value of plan assets are as follows:

2022 2021
£m £m
As at the beginning of the year 11,000 11,491
Interest incorme on plan assets 212 182
Pension Scheme expenses @ 7
Remeasurement gains/{losses) 739 {458)
Contributicns by employer 71 101
Benefits paid ) ) (322) {309

As at the end of the ;ar " 11,693 11,000
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37 Retirement benefit obligations continued

Significant estimate — pension scheme assets

The Scherne holds some private market assets as they are expected to deliver a more favourable risk/return profile than public market equivalents. These
assels are elalively illiguid (likely to be realsed over ¢ years) but the Scheme holds sufficient liquid assets (cash, gilts and other liquid securities) to be
confident that it can meet its pension and collateral obligations over time.

The valuation of these assets is based on the audited accounts of the funds, where available, and net asset value statements from the investrment managers
where recent accounts are not available. For many of the investments, the valuations provided are at 30 September. The Group therefore performs a roll-forward
for these valuations, adjusting for cash received or paid and applying the changes seen in relevant liquid indices as fellows:

Asset class Returns frem 30-5ep-21to 5-Mar-22
Global equity USD return {3.22)%
Global High Yield Debt USD return (3.02)%
US loans USD return 0.51%
UK REITS GBP return (1.100%

The roli-forward Las incredsed the valuation of dliquid assets by £40 million. A 1 per cent increase/decrease in the indices used would have caused a £18 million
increase/decrease in the adjustment.

As at 5 March, the scheme has an immaterial exposure to Russian and Ukrainian assets, with market value totalling £6.0m, which represents only 0 05%
of total scheme assets.

Investment strategy and risks associated with the Group’s defined benefit pension scheme

The Trustee considers that its primary responsibility in respect of investrents is to ensure, for the duration of the Scheme, that funds will be available

to meet the benefit payment obligations as they fall due. Based on this responsibility and its obligation to manage the investments, its investment objectives
are as follows:

In respect of the Sainsbury's section:
1. Target a 50 per cent or better chance of being fully funded on a gilts + 0.5 per cent p.a. funding level basis by March 2022; and
2. Tolimit the downside risk associated with the investment policy, wherever possible.

In respect of the Argos section:
1. Target a 50 per cent or better chance of being fully funded on a gilts « 0.5 per cent funding level basis by September 2022; and
2. Tolimit the downside risk associated with the investment policy, wherever possible.
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37 Retirement benefit obligations continued

The risks associated with achieving the above strategy are as follows:

Risk

Description Mitigation

Investment
—strategyrisk

Investment
implementation
risk

Custody risk

_funding levels.

The Scheme adepts a liability driven investment framework to

generate excess asset returns with reference to its liabilities by

largely removing its interest and inflation uncertainties.
Over two thirds of investment mandates are managed to closely
fellow a portfolio benchmark with limited investment decisions
made by managers.
The top tier global custodian Northern Trust is used to oversee
the Scherme's assets. The Trustee also uses an independent third
__party to pericdically review Northern Trust.

Underperformance of Defined Benefit investrment strategy
relative to the Pension Scheme's liabilities reduces the future
resources available to meet pensicon obligations.

Poor execution including investrment manager
underperformance relative to their targets leads to lower

Inadequate controls lead to inaccurate record keeping and
loss of assets through investment fraud.

Sustainability,
including ESG
and climate risks

Investment
regulatory risk

Inv;stm;ﬁt
liquidity risk

Investment
counterparty risk

Longevity risk

C;;en?g ﬂsk

' Investrment managers have po'c;riESG, Stewardship and climate The Scheme incorporates ESG, stewardship and other related

risks into its Statement of [nvestment Principles {SIP) and
publishes an annual Implementation Statement. Investment
managers are Tequested to confirm whether they operate in line
with the Scheme’s official policies.

risks oversight policies.

The approach that the Trustee has adopted as part of its
ongoing process to deliver a Net Zero geal by 2050 includes
investrnent decisicns based on new climate governance and
reporting standards, engagement with corporates and
government, maintaining outcomes focused climate objectives
in investments and the role of the Scheme’s investment,
managerts in signing up to the UN Principles of Responsible
Investment and having Net Zerc targets.

The Scheme is advised by Eversheds Sutherland on legal and
reqgulatory matters, and closely follows changes in regulatory
and cther legal requirements for pensions and investrments.

Insufficient training and awareness of regulatory
requiremnents results in non-compliance with regulations .

Periodic training is provided to the Investment Comrmittee,
advisers, and if necessary, the full Board by relevant experts.
The Scheme adopts a collateral sufficiency framework which
ensures sufficient high quality liquid assets are maintained in
order to meet liquidity requirements, even in times of market
stress. The Investment Adviser liaises with the Scheme Actuary
to understand future cash flow requirements.

Asset Managers manage credit limits for all their derivative
counterparty exposures and monitor positions cver derivative
roll dates.

Longevity risk is managed as part of the Scheme's integrated
risk ranagement framework. The Schermne monitors longevity
Tisk closely and aims te achieve sufficient funding level by
rmeeting mitestone targets to prepare for members' increasing
Weexpectancy .
Foreign currency exposure is closely monitored and hedging
programmes are implemented to efficiently control foreign
currency risk at reasonable hadging costs.

Insufficient liquidity to meet ongéihg cashflow requirerrixé'nts
in respect of member benefit payments.

Financial losses mab-é incurred due to failure of
counterparties or inability to roll-over derivative pecsitions

The Sg'nerg-pags_ﬁeneﬁts loﬁger than expected dueto
Scheme members’ increasing life expectancy.

The Scherne’s unhedéﬁ&reigincufﬂehcg exposure leads to
additicnal volatility for non-sterling denominated assets’ returns.
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37 Retirement benefit obligations continued

The major categories of plan assets are as follows:

Quotaed Unquoted' Quoted Unquoted
2022 2022 2021 2021
£m £m £m £m
Equity
Private - 393 - 304
Bonds?
Government Bonds 3,241 19 1,356 76
Corporate Bonds 4,038 1,478 5378 507
Emerging Market Bonds 139 4 380 8
Derivatives?® 115 79 164 581
Alternatives
Real Estate - 593 - 670
Private Debts - 733 - 6490
Diversified Growth - 301 - 286
Cash and Cash equivalents e 20 - 56 4
7,793 3,900 7,874 3126

1 Certan unquoted fixed interest secunties, prvate equity and debt investments and property myvestments are stated at fawr value These faw values may differ from their reahsable values due to the absence of lquid
markets in these investments,

2 Bonds - curca 84 per cent of the Scherne's corporate bonds are invested 11 mvestment grade credit The remainder are either unrated o7 below investment grade

3 Swap contract dervabves outstanding at the year-end are stated at the net present value of future discounted cash flows of each leg of the swap

Cf the above assets, £5,575 million are denominated in sterling and £6,118 million are denominated in overseas currencies.

d) Assumptions
The principal actuarial assumptions used at the balance sheet date are as follows:

2022 2021

% %

Discount rate 240 195
Inflation rate - RPI 360 315
Inflation rate - CPI 2.90 245
Future pension increases 2.30-345 215-310

Discount rate

The discount rate for the Scheme is derived from the expected yields on high quality corporate bonds over the duration of the Group’s pension scheme and
extrapolated in line with gilts with no theoretical growth assumptions. High quality corperate bonds are those for which at least one of the main ratings
agencies considers to be at least AA {or equivalent).

Inflation

0On 25 November, the Government and UK Statistics Authority's joint consultation response on RP! reform was published. This confirmed their intention to
armend the RPI calculation methodology to be aligned to that already in use for the calculation of the CPI (including housing) with effect from 2030. As a
result, the Group reduced the post 2030 gap between RPI and CPI to nil in the prior year, effectively assuming RPI will be aligned with CPI post 2030, resulting
in a single weighted average RPI-CPI gap of 0.70% p.a. for the Sth March 2022 year-end. This approach has been applied consistently in the current year.

Mortality

The base mortality assurnptions are based on the SAPS $2 tables, with adjustrments to reflect the Scheme's population. Future mortality improvements for
the 2022 year-end are CMI 2021 projections with a long term rate of improvernent of 125 per cent p.a. Future mortality improvements for the 2021 year-end
were CMI 2020 projections with a long term rate of improvement of 1.25 per centp.a.

while Covid-19 had an impact on mortality in 2020, the impact on future mortality trends is currently unknown. All TAS 15 calculations use the CMI model,
which measures potential changes to future mortality trends. The Group's policy is to use the available version as at the year-end (the 2021 results used the
CMI 2020 model). The latest CMI model, CMI 2021, was Teleased on 9 Mareh 2022,

The CMI 2020 model showed a significant reduction of 11.8 per cent in the 2020 rates of lengevity for the general population. This is well outside the range
of annual mortality changes in the last 40 years.

As a result of this significant change in mortality, the CMI modified the calibration process for M1 2020 to allow choice on the weighting placed on an
individual year's data. For the Core version of CMI 2020, a weight of zero per cent was applied to 2020 data and weightings of 100 per cent for other years,
50 the potentially exceptional 2020 experience was ignored when modelling future improvements. This approach has been maintained for CM1 2021,
with zero per cent weighting applied to 2020 and 2021 data. In the prior year, the Group determined that putting a high weighting on the impact of 2020
could undervalue the liability so a zero per cent weighting was therefore applied to the 2020 mertality data.
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%)
The level and quality of knowledge on the long-term impact of COVID-19 is still uncertain, however there have now been two years of adverse experience &
and management is of the opinion that this justifies some allowance in long-term mortality trends. The choice of weighting to apply to 2020 and 2021 data Bl
is judgermental. The UK has continued to see the impact of the pandemic into 2021 with significant excess deaths compared to pre-pandemic levels. S
Deaths for 2021 are therefore expected to be higher than 2019 but not as high as 2020 given the success, thus far, of the vaccination programme at reducing E
hospitalisations and deaths. With 2020 and 2021 experiencing negative mortality improvements relative to 2019, it is felt that it would be overly conservative -
to adopt the Core CMI 2021 model which shows improvements in mortality in 2020, 2021 and beyond.
A 10 per cent weighting has therefore been applied to the 2020 and 2021 mortality data, broadly reflecting that the effects cf the pandemnic are significantly
reduced going forwards with mortality rates for 2022 immediately returning to those in 2019. Thereafter, mortality improvements are in line with the CMI 2021
Core model. The impact of different weightings on the Scheme liabilities is included in the sensitivities section within this note.
The life expectancy for members aged 65 years at the balance sheet date is as follows:
Sainsbury's Sainsbury's
u's Sainsbury’s section [
sectlon Executive Argos section Executive Argos 2
Main Sch Sch t Main Scheme Scheme section g
2022 2022 2022 2021 2021 2021 o
Years Years Years Years Years Years 2
M
Male pensioner 19.6 238 213 20.0 241 217 F
=
Fernale pensioner 235 25.0 23.9 23.8 253 24.0 S

The life expectancy at age 65 for members aged 45 years at the balance sheet date is as follows:

Sainsbury's Sainshury’s
Salnsbury’s section Sainsbury's section
section Executive Argos section Executive Argos
Main Scheme Scheme section Main Scheme Scheme section
2022 2022 2022 2021 2021 2021
Years Years Years Years Years Years
Male pensioner 20.8 25.0 225 213 253 230
Fernale pensioner 25.0 26.5 254 253 26.7 255

e) Sensitivities

The present value of the Scherne’s liahilities recognised at the balance sheet date and the net financing charge recognised in the income staterment are
dependent on the discount rate. Other key assumptions within this calculation are based on market conditions or estimates of future events, including
rnortality rates. The carrying value of the retirement benefit obligations is impacted by changes to any of the assumptions used, however is most sensitive to
changes in the discount rate.

SJuBLIAINS [RISURLY]

The follewing sensitivities are based on management's best estimate of a reasonably anticipated change. The sensitivities are calculated using the same
methodelogy used to calculate the retirement benefit obligation, by considering the irnpact for a given change in assumption. The net retirement benefit
obligation is the difference between the retirement benefit obligation and the fair value of plan assets. Changes in the assumptions may occur at the same
time as changes in the fair value of plan assets. There has been no change in the calculation methodology since the prior peried.

Sainsbury's Argos Total
£m £m £m
Financial sensitivities
Anincrease of 0.5% in the discount rate would decrease the present value of funded obligaticns by 673 120 793
A decrease of 0.5% in the discount rate would increase the present value of funded obligations by 763 138 801
Anincrease of 0.5% in the inflation rate would increase the present value of funded obligations by 399 109 508
A decrease of 0.5% in the inflation rate would decrease the present value of funded obligations by 409 99 508
An increase of 0.5% in the inflation rate for future pension increases would increase the present value of funded cbligations by 202 64 266
A decrease of 0.5% in the inflation rate for future pensicn increases would reduce the present value of funded cobligations by 233 60 293
Demographic sensitivities
Anincrease of one year to the life expectancy would increase the present value of funded obligations by 347 55 402
Changing the 2020 and 2021 weighting parameters in CMI 2021 to 0% would increase the present value of funded cbligations by 108 17 125
Changing the 2020 and 2021 weightng parameters in CMI 2021 to 25% would decrease the present value of funded 104 17 121

obligations by
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f) Future benefit payments
Details of future committed payments are included in the Background section at the beginning of this note. Expected cash contributions in FY22/23 are
appruximalely £62 rillion.

The duration of the plan Labilities is around 19 years for the Sainsbury's section and 21 years for the Argos section. The following table provides information
on the timing of benefit payments {amounts undiscounted):

2022 2021

£m £m

within the next 12 months {next annual reparting period) 2490 189

Between 2 and 5 years 1,003 935

Between 6 and 15 years 3,644 3,662

Between 16 and 25 years 4,176 4,317
Beyond 25 years I . . 6362 5391

Total expected payments - o 15,425 15,705

38 Share-based payments

Accounting policies
The Group provides benefits to employees (inciuding Directors) of the Group in the form of equity-settled and cash-settled share-based payment
transactions, whereby employees render services in exchange for shares, rights over shares or the value of those shares in cash terms.

For equity-settled share-based pagments, the fair value of the employee services rendered is determined by reference to the fair value of the shares awarded
ot options granted, excluding the impact of any non-market vesting conditions. All share options are valued using an option-pricing model {Black-Scholes).
This fair value is charged to the income statement over the vesting period of the share-based payment scheme with a corresponding increase in equity.

For cash-settled share-based payments, the farr value of the employee services rendered is determined at each balance sheet date and the charge
recognised through the income statement over the vesting period of the share-based payment scheme, with a corresponding increase in accruals,

The value of the charge is adjusted in the income statement over the rermainder of the vesting period to reflect expected and actual tevels of options vesting,
with the corresponding adjustments made in equity and accruals.

The grant by the Company of options over its equity instruments to the employees of subsidiary undertakings in the Group is treated as a capital
contribution. The fair value of employee services receved, measured by reference to the grant date fair value, is recognised over the vesting period as an
increase to investment in subsidiary undertakings, with a correspending credit to equity.

The Group recognised £58 million (2021: £29 million) of employee costs (note 36) related to share-based payment transactions made during the financial year.
Of these, a credit of £1.5 million (2021: £0.5 million credit) was cash-settled.

The Group operates several share-based payment schemes as set out below:
a) Savings-Related Share Option Scheme (Sharesave)
The Group operates a Savings-Related Share Option Scheme, which is open to all UK employees with more than three months' continuous service. This is an

approved HMRC scheme and was established in 1980. Under Sharesave, participants rernaining in the Group’s empleyment at the end of the three-year (and
historically also five-year) savings period are entitled to use their savings to purchase shares in the Company at a stated exercise price.

Employees leaving for certamn reasons can use their savings to purchase shares within six menths of their leaving.

A reconciliation of Sharesave option movements is shown below:

2022 2021

2022 Welghted 2021 Weighted

Humber of average Number of average

options exercise price optiens exercise price

miltion pence million pence

Outstanding at beginning of year 64.1 179 60.8 150

Granted 13.8 228 237 161

Lapsed/forfeited {10.0) 179 (11.4) 186
Exercised o Lo _ e 204 ([0 186

Outstanding at end of year 58.3 186 54.1 179

Exercisable at end of year 47 238 6.2 186

Exercisable range 161 to 260 161 to 260
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[l

The weighted average share price for options exercised over the year was 259 pence (2021: 216 pence). The weighted average remaining contractual life of %

optiens cutstanding at 5 March 2022 was 1.8 years {2021: 2.2 years). %

=

[i]

Ontions granted during the year were valued using the Black-Scholes option-pricing madel. No performance conditions were inciuded in the fair value S

calculations. The fair value per option granted during the year and the assumptions used in the calculation are as follows: —
2022 2021
Share price at grant date {pence) 277 226
Exercise price (pence) 228 161
Expected volatility ~ 3 year period (%) 308 209
Option life — 3 year period {years) 3.2 32
Expected dividends {expressed as dividend yield %) 4.0 52

Risk-free interest tate — 3 year period (%) 0.1 01 o

Fair value per option — 3 year period {pence) 59 55 %

=

)

The expected volatility is based on the standard deviation of the Group’s share price for the period immediately prior to the date of grant of award, over the (i

period identical to the vesting period of the award, adjusted for management's view of future volatility of the share price. =

-

o

b) Long-Term Incentive Plan
Under the Long-Term Incentive Plan, shares are conditionally awarded to the senicr managers in the Company. The core awards are calculated as a
percentage of the participants’ sataries and scaled accerding to grades.

Perforrmance is measured at the end of the three-year performance period If the required performance conditions have been met, the awards vest and the
participants are able to exercise 100% of the awards received. For 2020 awards and prior, recipiants were only able to receive 50% of their awards after 3 years
and 50% of their awards after 4 years Options granted will expire five years from the grant date.

For Executive Directors, awards will normally be subject to a two-year holding peried following the end of the three-year performing period. Options granted
to acquire the award of shares will expire six years from the date of grant.

Dividends will accrue on the shares that vest in the form of additicnal shares.

The core award can grow by up to four times, dependent on the level of performance. Straight-line vesting will apply if performance falls between two points
Awards are structured as nil cost options.

A reconciliation of the number of shares conditionally allocated is shown below:

SJUBLUSFLYS [edtreUlL

2022 2021
Million Million

Outstanding at beginning of year 12.2 02
Conditionally allocated 12.9 78
Released to participants (5.0 44)
Lapsed (1.6) (14)
Outstanding at end of year 18.5 12.2
The weighted average remaining contractual life of share options outstanding at 5 March 2022 was 1.5 years (2021. 1.4 years).
Details of shares conditionally allocated at 5 March 2022 are set out below:

2022 2021
Date of conditional award Millton Million
12 May 2016 (2016 Future Builder) - 01
11 May 2017 (2017 Future Builder) 11 33
11 May 2018 (2018 Future Builder) 2.8 21
09 May 2019 (2019 Future Builder) 2.9 31
07 May 2020 {2020 Future Builder} 33 16
06 Jun 2021 (2021 Win in Food Plan) _ S 84 -

18.5 122

The 2021 Win in Feod Plan was opened up to a larger population of managers, which has driven through the higher amount of options granted for the year
This was a one-cff increase specifically for the 2021 Win in Food Plan.
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No performance conditions were included in the fair value calculations. The fair value per option granted during the year and the assumptions used in the
calculation are as follows:

2022 2021
Share price at grant date (pence) 267 189
Option life {years) 3 Jor4
Fair value per option (pence} 267 189

During the year, a total number of 5.0 million shares were exercised (2021: 4.4 million shares). The weighted average share price during the year for options
exercised was 248 pence (2021: 194 pence).

c) Deferred Share Award

This plan is closed to new participants; the last awards made under this plan were in 2020/21. The Deferred Share Award targets a diverse range of financial
and strategic scorecard measures. These are intended to reward the Directors in the Company, including Executive Directors, for driving the short-term
objectives that will directly lead to building the sustainable, lang-term growth of the Cormnpany. Awards are structured as nil cost options.

Share-based awards are macde to participants subject to performance against a basket of measures. At least 50 per cent of the awards are based on the
delivery of financial performance and returns to shareholders. The balance is based on measures which will assess the Company’s performance relative to its
competitors as well as key strategic goals.

Performance against the target is measured over one financial year. Any shares awarded are deferred for a further two years to ensure that managemeant's
interests continue to he aligned with those of shareholders. The shares are subject to forfeiture if the participant resigns or is dismissed. Dividends accrue on
the shares that vest in the form of additional shares.

A reconciliation of the number of shares granted over the year is shown below:

2022 2021
Million Millian
Outstanding at beginning of year 3.6 38
Granted 0.2 21
Lapsed (0.1) (0.6)
Exercised - S ) e 17
Outstanding at end of year 17 36
1 Theawards Granted in 2022 relate to dividend shares awarded
The number of shares allocated at the end of the year is set out below:
z022 2021
Milllon Million
09 May 2019 0.1 19
7Mayec20 ) S 16 17
1.7 36

The weighted average remaining contractual life of share options outstanding at 5 March 2022 was nil years (2021: 0.5 years) The weighted average share
price during the year for options exercised was 241 pence (2021: 185 pence).

d) Bonus Share Award

Senior managers and supermarket managers receive 60 per cent of their benus in cash and 40 per cent of the award in shares. Director level managers receive
50 per cent of their bonus in cash and 50 per cent of the award in shares. Before 2021 awards had a three year deferral peried, however awards granted from
2021 now have a deferral period of two years {except for colleagues who are subject to a deferral period due to certain financial service regulations).

Dividends accrue on these shares and are released at the end of the deferral period.
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A reconciliation of the number of shares granted over the year is shown below:

2022 2021
Mililon Million
Outstanding at beginning of year 10.6 127
Granted 12.6 17
Exercised in the period @.3) (29}
Lapsed - - - an 09
QOutstanding at end of year 17.2 106
The nurnber of shares allocated at the end of the year is set cut below:
2022 2021
Milllon Million
11 May 2018 - 3?7
09 May 2019 51 61
07 May 2020 11 13
07 May 2021 o 1.0 -
' o B 17.2 106

The weighted average remaining contractual life of share options outstanding at 5 March 2022 was 0.7 years (2021: 0.8 years). The weighted average share
price during the year for options exercised was 242 pence (2021: 184 pence).

39 Capital commitments

At 5 March 2022, capital commitments contracted, but not provided for by the Group, amounted to £108 million (6 March 2021: £113 miilion) and £nil for the
praperty joint ventures (6 March 2021: £nil).

In addition, the Group is committed to paymenits totalling £nil (2021: £32 million) in relation to leases that have been signed but not yet commenced

40 Contingent liabilities and contingent assets

The Group has a number of contingent liabilities in respect of historic lease guarantees, particularly in relation to the disposal of assets, which if the current
tenant and their ultimate parents become insolvent, may expose the Group to a material hability. This liability decreases over time as the leases expire.
The Group has considered a number of factors, including past history of default as well as the profitability and cash generation of the current leaseholders,
and has concluded that the likelihocd of pay out is remote.

Along with other retailers, the Group is currently subject to claims from current and ex-employees in the Employment Tribunal for equal pay under the
Fquality Act 2010 and/or the Fqual Pay Act 1970. There are currently circa 8,600 equal pay claims frem circa 4,400 claimants, in which the claimants are
alleging that their work within Sainsbury’s stores is or was, of equal value to that of colleagues working in Sainsbury's distribution centres, and that
differences in terms and conditions relating to pay are not objectively justifiable. The claimants are seeking the differential back pay based on the higher
wages in distribution centres, and the equalisation of wages and terms and conditions on an ongoing basis. The Group believes further claims will be served.

There are three stages in the tribunat procedure for equal value claims of this nature and the claimants will need to succeed n all three. The first stage is
whether store claimants have the legal right to make the comparisan with depot workers. Fellowing European and Supreme Court decisions in other similar
litigation, Sainsbury’s has conceded this point. The second stage is the lengthy process to determine whether any of the claimants’ roles are of equal valua to
their chosen comparators. This process is likely to continue for several more years. In the event that any of the claimants succeed at the second stage there
will be further hearings, in the years following, ta consider whether any pay differential is justified.

Given that the outcome of the second and third stages in the litigation remains highly uncertain at this stage, the Group cannot make any assessment of the
likelihood nor quantum of any outcome. No provision has therefore been recognised on the Group's balance sheet. There are substantial factual and legal
defences to these claims and the Group intends to defend them vigorously.

As disclosed in note 5 to the financial statements, the Group had a nurmber of ongoing legal cases in relation to overcharges arising from payment card
interchange fees. During the year settlements have been reached in two of these cases, resulting in non-underlying income of £167 million being recognised.
Thelast of these cases goes to trial for a final determination of quantum in early 2623. A range of possible outcormes is possible, including £nil. As the
outcomne and quantum of any award is not virtually certain no income has been recognised in accordance with [AS 37: ‘Provisions, Contingent Liabilities

and Contingent Assets’.

uoday nbajens
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41 Related party transactions

a) Key management personnel
The key management personnel of the Group comprise members of the 1 Sainsbury ple Board of Directors and the Operating Board. The key management
personnel compensation is as follows:

2022 2021

£m £m

Short-term employee benefits 12 9
Post-ermnployrnent employee benefits 1 1
Share-based payments o . o 6 5
19 15

Three key management personnel had credit card balances with Financial Services (2021: five). These arose in the normal course of business and were
immaterial to the Group and the individuals. One key management personnel held saving deposit accounts with Financial Services {(2021: three). These
balances arose in the normal course of business and were immaterial to the Group and the individuals.

b) Juint ventures and associates

Transactions with joint ventures and associates

For the 52 weeks to 5 March 2022, the Group entered intc varicus transactions with joint ventures and associates as set out below. All transactions with joint
ventures and associates are at arm's-length.

2022 2021

£m £m

Dividends and distributions received 2 4

Rental expenses paid ®) (6}
Year-end balances arising from transactions with joint ventures and associates

2022 2021

£m £m

Other payables (1) {2}

<) Retirement benefit obligations
As discussed in note 37 the Group has entered into an arrangement with the Pension Scheme Trustee as part of the funding plan for the actuarial deficit in
the Scheme. Full details of this arrangement are set out in note 37 to these financial statements.

42 Post balance sheet events

In light of the events in Russia and Ukraine, which continued to evolve subsequent to the Group’s balance sheet date, it has been concluded that the conflict
has no material impacts on the Group's financial staterments.
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43 Details of related undertakings “

All companies listed below are owned by the Group and all interests are in the ordinary share capital, except where otherwise indicated. All subsidiaries have %

been consclidated. B
=

a) Subsidiary undertakings g

The Group holds a majority of the voting rights of the following undertakings: -

Entity Country of incorporation Interest Holding Address*

ARG Personal Loans Limited UK 100% Indirect Avebury

ARG Services Limited? UK 100% Indirect 33 Holbern

Argos Best Sellers Limited® UK 100% Indirect 33 Holborn

Argos Business Solutions Limnited UK 100% Indirect Avebury

Argos Card Transactions Limited UK 100% Indirect 33 Holborn

Argos Direct Lirmited UK 100% Indirect 33 Holborn o

Argos Distributors (Ireland) Limited Ireland 100% indirect Unit 7, Ashbourne Retail Park %

Argos Holdings Limited UK 100% Indirect Avebury §

Argos Limited UK 100% Indirect Avebury ﬁ

Argos (N.L) Ltd UK 100% Indirect Forestside Shopping Centre g

Argos Retail Group Limited® UK 100% Indirect 33 Holborn s

Argos Superstores Limited® UK 100% Indirect 33 Holborn

Argos Surbs Investments Limited UK 100% Indirect Avebury

Barleygold Limited UK 100% Indirect 50 Bedford Street

Bed Store & More Limited® UK 100% Indirect 33 Holborn

Bells Stores Limited UK 100% Direct 33 Holborn

BLSSP (PHC 7} Limited UK 100% Indirect 33 Holborn

Braemar Castle Limited UK 100% Direct 33 Holborn

Brand-Leader's Limited UK 100% Indirect 33 Holborn 5‘

Chad Valley Limited UK 100% Indirect 33 Holborn S_

Clearance Bargains Limited UK 100% Indirect 33 Holborn a—

Cliffrange Limited UK 100% Indirect 33 Holborn &

Coolidge Investments Limited UK 100% Indirect 33 Holborn g

Financial Recovery Services Limited UK 100% Indirect Avebury ]

First Stop Stores Limited UK 100% Indirect 33 Holborn @

Flint Castle Limited UK 100% Direct 33 Holborn

Global (Guernsey) Limited Guernsey 100% Indirect PO Box 33 Dorey Court

Habitat Retail Limited UK 100% Indirect Avebury

Holborn UK Investments Limited UK 100% Direct 33 Holborn

Home Retail Group Limited UK 100% Indirect Avebury

Home Retail Group (Cyprus) Limited Cyprus 100% Indirect 5 Anastasios Leventis Street

Home Retail Group (Finance) LLP UK 100% Indirect Avebury

Home Retail Group (Guernsey) LP Guernsey 100% Indirect PO Box 33 Dorey Court

Home Retail Group (Jersey) Limited Jersey 100% Indirect 44 Esplanade

Home Retail Group (UK) Limited UK 100% Indirect Avebury

Home Retail Group Card Services Limited UK 100% Indirect Avebury

Home Retail Group Holdings {Overseas) Limited UK 100% Indirect 33 Helborn

Home Retail Group Insurance services Limited UK 100% Indirect Avebury

Home Retail Group Nominees Limited UK 100% Indirect 33 Holborn

Home Retail Group Pension Scheme Nominees Limited” UK 100% Indirect Avebury

Home Retail Group UK Service Company Limited UK 100% Indirect 33 Holborn

Home Stote & More Limited? UK 100% Indirect 33 Helborn

1Sainsbury Limitedt Ireland 100% Direct &th Floor, South Bank House

1 Sainsbury Common Investment Fund Limited UK 100% Indirect 33 Holborn

1 Sainsbury Distribution Limited UK 100% Direct 33 Hotkorn

1 Sainsbury Pension Scheme Trustees Limited UK 100% Direct 33 Holborn

1 Sainsbury Trustees Limeted UK 100% Indirect 33 Holborn

Jacksons Stores Limited UK 100% Direct 33 Holborn

Jacksons Stores 2002 Limited UK 100% Indirect 33 Holborn

JS Information Systems Limited UK 100% Diract 33 Holborn

JS Insurance Limited [sle of Man 100% Direct Third Floor, 5t George's Court

15D (tondon) Limited UK 100% Indirect  33Holborn

* Seefull addresses on page 193
+ Dissolved subsequent to 5 March 2022
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1Sainsburyple " @ ... -

Entity Country of incorporation Interest Holding Addrass®

Jungle Online UK 100% Indirect 33 Holborn
Jungle.com Limited UK 100% Indirect 33 Holborn
Jungle.com Holdings Limited UK 100% Indirect 33 Holborn

Nash Court (Kenton) Limited UK 100% Indirect 33 Holborn

Nectar 360 Limited LUK 100% Indirect 33 Holborn

Nectar 360 Services LLP UK 100% Indirect 33 Holborn

Nectar EMEA Limited UK 100% Indirect 33 Holborn

Nectar Loyalty Holding Limited UK 100% Direct 33 Holborn

Premier Incentives Limited? UK 100% Indirect 33 Holborn
Ramheath Properties Limited LK 100% Direct 33 Holborn
Sainsbury Bridgeco Holdco Limited UK 100% Direct 33 Holborn
Sainsbury Holdco A Limited UK 100% Direct 33 Holborn
Sainsbury Holdco B Limited UK 100% Direct 33 Holborn
Sainsbury Propeco A Limited UK 100% Indirect 33 Holborn
Sainsbury Propco B Limited UK 100% Indirect 33 Holborn
Sainsbury Propee C Limited UK 100% Direct 33 Holborn
Sainsbury Propco D Limited UK 100% Direct 33 Holborn
Sainshury Property Investrments Limited UK 100% Direct 33 Holborn
Sainsbury's Arges Asia Limited Hong Kong 100% Indirect Unit 804, 9/F, Tower 2
Sainsbury's Arges Asia Commeraial Limited Hong Kong 100% Indirect Unit 504, 9/F, Tower 2
Sainshury's Arges Asia Sourcing Limited Heng Kang 100% Indirect Unit 504, 9/F, Tower 2
Sainsbury's Argos Asla Technical Limited Hong Kong 100% Indirect Unit S04, 9/F, Tower 2
Sainsbury’s Argos Commercial Consulting (Shanghai) Lirmited China 100% Indirect 26/F, Tower 1
Sainsbury's Bank plc UK 100% Direct 33 Holborn
Sainshury’s Convenience Stores Limited” UK 100% Direct 33 Holbarn
Sainsburys Corporate Director Limited UK 100% Direct 33 Holborn
Sainsbury’s Corporate Healthcare Trustee Limited UK 100% Direct 33 Holborn

{formerly Argos Extra Limited)

Sainsbury’s Corporate Secretary Limited UK 100% Direct 33 Holborn
Sainsbury's Group Holdings Limited UK 100% Direct 33 Holborn
Sainsbury's Heather GP Limited UK 100% Indirect 3 Lochside Avenue
Sainsbury's Intermediate Holdings timited UK 100% Direct 33 Holborn
Sainsbury's Limited™ Ireland 100% Direct 6th Floor, South Bank House
Sainsbury's Limited** UK 100% Direct 3 Lochside Avenue
Sainsbury's Manor GP Limited UK 100% Direct 3 Lochside Avenue
Sainshury's Manor 11 Property Limited UK 100% Direct 3 Lochside Avenue
Sainsbury's Manor Property Limited UK 100% Direct 3 Lochside Avenue
Sainsburys (NI) Ltd UK 100% Indirect Forestside Shopping Centre
Sainsbury's Planet Limited? UK 100% Direct 33 Holborn
Sainsbury's Property Scottish Limited Partnership UK 100% Indirect 3 Lochside Avenue
sainshury's Property Scottish Partnership UK 100% Indirect 3 Lochside Avenue
Sainsbury's Rose LP Limited UK 100% Indirect 33 Holborn
Sainsbury's SL Limited UK 100% Direct 33 Holborn
Sainsbury's Supermarkets Ltd UK 100% Direct 33 Holborn
Sainsbury’s Thistle Scottish Limited Partnership UK 100% Indirect 3 Lochside Avenue
Sainsbury's Tyne Property Holdings Limited UK 100% Indirect 33 Holborn

Software Warehouse Holdings Limited UK 100% Indirect 33 Holborn

Starmford House Investments Limited UK 100% Direct 33 Holborn

Stamford Properties One Limited UK 100% Direct 33 Holborn

Stamford Properties Three Limited UK 100% Direct 33 Holborn

Stamford Properties Two Limited UK 100% Direct 33 Holborn

Stanhope Finance Limited UK 100% Indirect 33 Holborn

Tintagel Castle Limited UK 100% Direct 33 Holborn

Town Centre Retail (Bicester) Limited UK 100% Indirect 33 Holborn

*  See full addresses on page 193

** Anapplication has been made to strike off this company from the Companies Register

T Dissalved subsequent to 5 March 2022
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b) Associated undertakings

The Group has a participating interest in the following undertakings:

Entity Country of incorparation Interest Holding Address*

3BW Limited UK 50% Indirect 55t John's Lane
Harvest 2 GP Limited UK 50% Indirect 100 Victoria Street
Harvest 2 Limited Partnership UK 50% Indirect 100 Victoria Street
Harvest Development Management Limited UK 50% Indirect 100 Victoria Street
Harvest GP Limited UK 50% Indirect 100 Victoria Street
Hedge End Park Limited UK 50% Direct 33 Holborn

©) Undertakings other than subsidiaries and associated undertakings
The direct or indirect holder of 100 per cent of the voting interests in the following undertakings is an associate of the Group:

Entity Country of incarporation Interest Halding Address*

BLSSP (Cash Management) Limited** UK 50% Indirect York House
BLSSP Property Holdings Limited** UK 50% Indirect York House
Harvest 2 Selly Oak Limited UK 50% Indirect 100 Victoria Street
BL Sainsbury Superstores Limited UK 50% Indirect York House
British Land Superstores (Non-Securitised) UK 50% Indirect York House
Pencitscreen Limited UK 50% Indirect York House

d) Overseas branches

The Group has the following branches cverseas:

Entity Country Holding Address*

Sainsbury's Argos Asia Limited — Bangladesh Liaison Office Bangladesh Indirect Level 10, Simpletree Anarkali

Sainsbury’s Argos Asia Limited — India Branch Office

India Indirect Unit No. 1, 1st Floor, Ambience Corporate Tower 11

*  See full addresses below

** Anapplication has been made to stnke off this company fram the Compames Register

Address

Full address

3 Lachside Avenue

5 Anastasios Leventis Street
55t John's Lane

6th Floor, South Bank House
Unit 504, 9/F, Tower 2

26/F, Tower 1

33 Holbern

44 Esplanade

50 Bedford Street

100 Victoria Street

Avebury

Forestside Shopping Centre
Level 10, Simpletree Anarkali

PO Box 33 Dorey Court

Third Floor, $t George's Court

Unit 7, Ashbourne Retail Park

Unit No. 1, 1st Floor, Ambience Corporate Tower [1

York House

3 Lochside Avenue, Edinburgh, EH12 8DJ, United Kingdom

5 Anastasios Leventis Street, Leventis Gallery Tower, 8th Floor, 1097 Nicosia, Cyprus

5 St John's Lane, Londen, ECIM 4BH, United Kingdom

6th Floor, South Bank House, Barrow Street, Dublin 4, D04 TR2S, Ireland

Unit 904, 9/F. Tower 2, The Quayside, 77 Hol Bun Road, Kwun Tong, Kowloon, Hong Keng

26/F, Tower 1, Kerry Everbright City Phase I11-Enterprise Centre, No.128, West Tian Mu Road,
Shanghai 200070, People’s Republic of China

33 Helborn, London, ECIN 2HT, United Kingdom

44 Esplanade, St Helier, Jersey, Je4 9WG, Channel Islands

50 Bedford Street, Belfast, BT2 7FN, United Kingdomn

100 Victoria Street, London, SWIE SIL, United Kingdom

Avebury, 489-499 Avebury Boulevard, Milton Keynes, MK9 2NW, United Kingdom
Forestside Shopping Centre, Upper Galwally, Belfast, BT8 6FX, United Kingdom

Level 10, Simpletree Anarkali, 89 Gulshan Avenue Plet 03, Block — CWS(A),
Dhaka - 1212 Bangladesh

PC Box 33, Dorey Court, Admiral Park, 5t Peter Port, Guernsey, GY1 4AT

Third Floor, St George's Court, Upper Church Street, Douglas, IM1 1EE, Isle of Man

Unit 7, Ashbourne Retall Park, Ballybin Road, Ashbourne, Co. Meath, Ireland

Unit No. 1, 1st Floor, Ambience Corporate Tower I, Ambience 1sland. NH-8, Gurgaon — 122011,
Haryana, India

York House, 45 Seymour Street, London, W1H 7LX, United Kingdom
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Company balance sheet
At 5 March 2022 and 6 March 2021

2022 2021
Note £m £m
Non-current assets
Investments in subsidiaries, joint ventures and associates 2 7,668 7,610
Financial assets at fair value through other comprehensive income - 1
Tradeand otherreceivables - 3w el
- S - 7817 7772
Current assets -
Trade and other receivables 3 2,080 1489
Taxes recelvable - 16
Derivative financial assets 7 14
Cash and cash equivalents ) - e 14 353
I o I .} S
Totalassets B 9,918 9644
Current liabilities
Trade and other payables 4 (3,499) (2,789
Borrowings 5 — (199)
Derivative financial liabilities (7) oy
Provisions e - 1}
- (3,506) (2,990)
Net Current liabilities (1,405) (1118}
Non-current liabilities
Derivative financial liabilities - 13
Deferred income tax liability 6 (16) 12)
Provisions _ e e L __(1)__ -
e ) o an 29
Total liabilities {3,523) (3,015)
Net assets 6,395 6,629
Equity
Called up share capital 7 668 637
Share premium 7 1,406 1173
Merger reserve 7 568 568
Capital redemption reserve 7 680 680
QOther reserves 7 2 3
Retamedearnings B . 8 _3om 330
Total equity before perpetual securities 6,395 6,381
Perpetual convertible bonds S e - #48
Total equity 6,395 6.629

The loss after tax for the Company for the year was £{68) million (2021: loss of £(202) million). The notes on pages 196 to 199 form an integral part of these
financial statements.

The financial statements on pages 194 to 195 were approved by the Board of Directors on 27 April 2022, and are signed on its behalf by:

Simon Roberts Kevin 0'Byrme
Chief Executive Chief Financial Ofthcer

The Company's registered number is 00185647
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Company statement of changes in equity
for the 52 weeks to 5 March 2022

Capital Total equity
Called up Share redemption before Perpetual Perpetual
share premium Merger and other Retained perpetual capital convertible Tatal
capital account TESETVE reserves earnings securities securities bonds equity
Note £m £m £m £m £Em £m £m £m £m
At 7 March 2021 637 1,173 568 683 3,320 6,381 - 248 6,629
lossfortheyegar 8 - - - - {68) (68) - - (68)
Other comprebensiveloss - - =y = [#1] - =
Total comprehensive expense for the - - - 1 (68) (69) - - (69)
year ended 5 March 2022
Transactions with owners:
Dividends 8 - - - - (238) (238) - - (238)
Puichiase ol uwri shares - - - - - - - - -
Allotted in respect of share option schemes 78 5 17 - - 59 81 - - 81
Conversion of perpetual convertible bonds 26 216 - - 2 240 - (240) -
Repayment of perpetual convertible bonds - - - - - - (& B
At 5 March 2022 668 1,406 568 682 3,071 6,395 - - 6,395
At8March2020 g4 1159 568 683 3734 6778 248 248 7274
Loss for the year S - - 209 Ry -7 (203
Total comprehensive {expense)/income for — — - - {(209) (209) - 7 (202)
the year ended 6 March 2021
Transactions with owners:
Dividends 8 - - - - {232) (232 - - (232
Distribution to holders of perpetual - - - - - - - 7 (7)
securities
Allotted inrespect of share option schemes 7,8 3 14 - - 29 46 - - 46
__Redemnpticn of perpetual capital securities - == ] 2 (48 - (250
At 6 March 2021 637 1173 563 683 3,320 5,381 - 248 6,629

The nctes on pages 196 to 199 form an integral part of these financial statements.

vuoday nbaens

[nl
=]
<
1]
=
=
1]
=
)
o
=
]
=]
Q
=
—




e Financial Statements J Sainsburyple /oo e L

Notes to the Company financial statements

1 Basis of preparation

The parent company's financial statements are prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law}, including Financial Reporting Standard 101 Redticed Disclesure Framework (FRS 101) and the Companies Act 2006.
FRS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined in the Standard, which addresses the financial reperting requirements and
disclosure exemptions in the individual financial statements of qualifying entities that otherwise apply the recognition measurement and disclosure
requirernents of UK-adopted international accounting standards.

The financial year represents the 52 weeks to 5 March 2022 (prior financial year 52 weeks to 6 March 2021).

The disclosure exempticns adepted by the Company in accordance with FRS 101 are as follows:
— The requirermnents of IAS 7 to present a cash flow statement

— The requirements of paragraph 17 of [AS 24 ‘Related Party Transactions’, to disclose information related to key management personnel, and the
requirements of IAS 24 Lo distluse relaled pdrty transactions between two or more members of a group for wholly owned subsidiaries

— The requirernents of paragraphs 30 and 31 of [AS 8 to disclose information assessing the possible impact of new standards issued but which are
not yet effective

— The requirements of IFRS 7 and IFRS 13 for disclosure of financial instruments and fair values

The financial statements are presented in sterling, rounded to the nearest £million unless otherwise stated. They have been prepared on the geing concern
basis under the histarical cost convention, except for derivative financial instruments and financial assets at fair value through other comprehensive income
that have been measured at fair value.

Amendments to published standards

Effective for the Company in these financial statements:

The Company has considered the following amendments to published standards that are effective for the Company for the financial year beginning 7 March
2021 and concluded that they are either not relevant to the Cormpany or that they do not have a significant impact on the Company's financial staterments
other than disclosures.

— Amendments to IFRS § ‘Financial Instruments’, 1AS 35 ‘Financial Instruments: Recognition and Measurement” and IFRS 7 ‘Financial Instruments:
Disclosures’ on the Interest Rate Benchmark Reform — Phase 2

— Amendment to IFRS 16 ‘Leases’ with regards to the exemption granted in the 'COVID-19-related rent cancessions’

The Company early adopted the Interest Rate Benchmark Reform Phase 2 amendments in the financial year ended 6 March 2021. The Company has elected
not to apply the exemption granted in the ‘'COVID-13-related rent concessions' as the Company has not received material COVID-19-related rent concessions
as alessee.

Standards and revisions effective for future periods:
The fellowing standards and revisions will be effective for future pericds:

— Amendments to [FRS 3 ‘Business Combinations’ with reference to the Conceptual Framework

— Amendments to [AS 37 ‘Provisicns, Contingent Liabilities and Contingent Assets’ on Cnerous Contracts — Cost of Fulfilling a Contract
— Amendments to 1AS 16 ‘Property, Plant and EqQuiprment’ on Proceeds before Intended Use

— Amendments to IAS 1 'Presentation of Financial Statements’ on the classification of liabilities as current or nan-current

— Amendments to [AS 1 Presentation of Financial Statements’ and IFRS Practice Statement 2 ‘Making Materiality Judgements’ on the disclosure of
accounting policies

— Amendments to 1AS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’ on the definition of accounting estimates
— Amendments to [AS 12 'Income Taxes’ on Deferred Tax Related to Assets and Liabilities Arising from a Single Transaction
— IFRS 17 ‘Insurance Contracts’

The Company has considered the impact cf the remaining abeve standards and revisions and has concluded that they will not have a significant impact
on the Company’s financial statements.

The Directors have taken advantage of the exemption available under Section 408 of the Companies Act 2006 and not presented an income statement
nor a statement of comprehensive income for the Company alone.
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2 Investments in subsidiaries, joint ventures and associates

Accounting policies
Investments in subsidiaries, joint ventures and associates are carried at cost less any impairment loss in the financial statements of the Company.

At each reporting period, the Company assesses the carrying amounts of its investments to determine whether there is any indication of impairment.
Where such an indication exists, the Company makes an estimate of the recoverable amount. If the recoverable amount of the investment is less than its
carrying amount, the investrnent is written down to its recoverable amount. Any impairment loss is immediately recognised in the income statement.

Significant estimate — impairment of investments in subsidiaries

The Cormnpany considers impairment of its investment in subsidiaries by estimating the recoverable amounts of the investments, which are based on either
the net assets of the subsidiary, or value-in-use calculations. Where a value-in-use calculation is used, discounted cash flows have been derived from the
latest five-year Board-approved cash flows tc perpetuity with no growth rate applied, discounted at a pre-tax rate of 7 per cent to 13 per cent.

2022 2021
£em £m
Subsidiaries
At the beginning of the year 7,609 7,749
Additions 58 29
impatrments _________ - o - (189
At the end of the year 7,667 7609
Joint ventures and associates B ] . O 1
Subsidiaries, joint ventures and associates 7,668 7,610

The directors acknowledged that as at 5 March 2022 the market capitalisation of J Sainsbury plc was less than the net assets of the company, which primarily
consists of investrments in subsidiaries. This was considered an indicator of impairment and an impairment test over the investrment in subsidiaries was
performed. No impairments were identified. Where value-in-use calculations have been used to estimate the recoverable amounts of the investments,
sensitivity analysis has been performed. The analysis indicates that there is sufficient headroom such that a reasonably possible change to key assumptions
would not result in any impairment in any of the Company's investments in subsidiaries.

An impairment charge of £169 million was recognised in the prior year in relation to the Company’s investment in its subsidiary Sainsbury's Bank plc,
reducing the Company’s investment tc £855 million based on remaining net assets. No impairment charge was recognised over the Company's other
investrments in subsidiaries.

3 Other receivables

Accounting policies
Receivables are recognised initially at fair value, and subsequently at amortised cest using the effective interest rate method, less provision for impairment.

2022 2021
£m £m
Non-current
Amounts owed by Group companies i - . - .- . 22
Current
Amounts owed by Group companies 2,080 1,478
Prepayments and accrued income 7 e ) - o
- 2,080 1489

Receivable balances with other Group entities are reviewed for potential impairment based on the ability of the counterparty to meet its obligations.

This is assessed by considering the net asset position of the entity and whether the amounts owed to the Company are covered. Where this is not the case,
the estimated future cashflows of the counterparty are considered inline with the methodology detailed in note 2. No impairment losses were recognised
in the year.

4 Trade and other payables

Accounting policies
Payables are recognised initially at fair value, and subsequently at amortised cost using the effective interest rate method.

2022 2021
£Twm £m

Current
Amounts owed to Group entities 3,496 2,782
Other payables ) i ) ) 3 7

3499 2789
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5 Borrowings
2022 2021
Current Non-current Total Cusrent Non-turrent Total
£m £m £m £m £m £m

Bank loans due 2021 - - - 19% - 199
Total borrowings - - - 199 - 199
6 Taxation
Accounting policies

Deferred tax is accounted for on the basis of temporary differences arising frorn differences between the tax base and accounting base of assets and lizbilities.

Deferred tax is recognised for all temporary differences, except to the extent where it arises from the initial recognition of an asset or a liability in & transaction
that is not a business comhbination and, at the time of transaction, affects neither accounting profit nor taxable profit. It is determined using tax rates

(and laws) that have been enacted or substantively enacted by the balance sheet date and are expected to apply when the related deferred income tax asset
i redlised or Lhe deferred income tax hability s settled.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary differences can
be utilised. Deferred tax is charged or credited to the income statemnent, except when it relates to itemns charged or credited directly to equity or other
camprebensive income.

Deferred tax is provided on temporary differences associated with investments in subsidiaries, branches and joint ventures except where the Company is able
to control the timing of the reversal of the temporary difference and it is probable that the tempoerary difference will not reverse in the foreseeable future.

Rolled
over capital
Capital losses gains Total
m fm £m
At 7 March 2021 12 (24) (12)
Rale change adjustment to income statement B ) . (8) @
At 5 March 2022 16 (32) (16)
At 6 March 2021 and 8 March 2020 12 29) (12)
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7 Share capital and reserves
Accounting policies

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary shares or options are shown in equity as a deduction,

net of tax, from the proceeds.

Share capital, share premium and merger reserve

2022 2021 2022 2021
million million £m £m
Called up share capital
Allotted and fully paid ordinary shares 28%/:p o __ ~ 2,336 2231 668 5637
Share premium account
Share premium 1,406 1173
The movements in the called up share capital, share premiim and merger reserve accounts are set out below:
Humber of Shave
ordinary Ordinary premium Merger
shares shares account Teserve
million £m £m £m
At 6 March 2021 2,231 637 1,173 568
Allctted in respect of share option schemes 14 5 17 -
Allotted in respect of Hybrid Convertible Bond payment ~ 91 26 216 -
At 5 March 2022 2,336 668 1,406 568
At 8 March 2020 2,217 634 1159 568
Alletted inrespect of share option schemes L 14 3 4 -
At 6 March 2021 2,231 637 1173 568
Capital redemption and other reserves
Financial assets
at fair value
through other Capital
comprehensive Total other redemption
income reserves teserve
£m £m £m
At 6 March 2021 3 3 680
Financial assets at fair value through other cornprehensive incorne movements o ) _ (1) (e =
At 5 March 2022 2 2 680

The financial assets at fair value through other comprehensive incorme reserve represenits the fair value gains and losses on the financial assets at fair value
through other comprehensive income held by the Company.

The capital redemption reserve arose on the redemption of B shares. Sharehclders approved a £680 miltion return of share capital, by way of a B share scheme,
at the Company’s Extraordinary General Meeting on 12 July 2004. The final redemption date for B shares was 18 July 2007 and all transactions relating to the

B shares have now been completed.

8 Retained earnings
2022 2021
£m fm
Beginning of the year 3,320 3734
Loss for the year (68) (209)
Dividends paid (238) (232)
Allotted inrespect of share option schemes 59 29
Conversion of perpetual convertibie bonds it -
Redemption of perpetual capital securities L B - 3
End of the year 3,071 3,320

9 Contingent liabilities

Through the nermal course of business, the Company has issued quarantees covering various commitrments of its subsidiaries. No liabilities have been

recognised in the Company's accounts as it is considered remote that the guarantees will be called on.
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Additional shareholder information

Financial calendar

Ex-dividend date of final dividend 9 June 2022
Record date of final dividend 10 June 2022

Q1 trading statement 5 July 2022
Annual General Meeting 7 July 2022
Payment date of final dividend 15 July 2022
Interim (half-year) results announcernent 3 November 2022
Q3 trading staternent January 2023*
Preliminary (full year) results announcement April 2023*

* provisional dates

Shareholders
End of year shareholder information as at 5 March 2022

2022 2021
Nurmniber of shareholders L o 103,337 _olesnn o
Number of shares in issue 2.336,350,627 2,230.782.394

Annual General Meeting (AGM)
The AGM will be held at 33 Holborn, London ECIN 2HT at 11.00am on Thursday, 7 July 2022 with facilities to attend electronically. The Notice of the Meeting
and the proxy card for the meeting are enclosed with this teport and further details will be available on our website www.about.sainsburys.co.uk.

Registrars

For information about the AGM, shareholdings, dividends and to report changas to personal details, shareholders should contact:
Equiniti Registrars

Aspect House

Spencer Road

Lancing BN9S 6DA

Telephone: 0333 207 6557*

*Lines are open Sam to 5pm (UK ume), Monday to Friday (excluding publc hohdays in England and Wales).
Please remember to tell Equiniti if you change your residential address or bank details, or if there is any other change to your account information.

You can view and manage your shareholding online at www.shareview.co.uk. You will require your 11-digit Shareholder Reference Number tolog in which
can be found on your share certificate and dividend confirmation.

Dividends

We have simplified the way we pay dividends. Since Decemnber 2021, payments to shareholders are no longer made by chegue. To continue to receive
dividends and any other meney payable to you in connection with your 1 Sainsbury pic ordinary shares, you will need to provide your bank or building
society account details, so that payments can be made directly to your nominated account by direct credit. Please visit www.shareview.co.uk for
further details.

Dividend Reinvestment Plan (DRIP)

The Company has a DRIP, which allows shareholders to reinvest their cash dividends in the Company's shares bought in the market through a specially
arranged share dealing service. No new shares are allotted under this DRIP and approxirnately 24,569 shareholders participate in it. Full details of the DRIP and
its charges, together with mandate forms, are available from Equiniti. Alternatively. you can elect to join the DRIP by registering at www.shareview.co.uk.

Shareholder communications website

J sainsbury plc Interim and Annual Reports, and results announcements, are available via our website at www.about.sainsburys.co.uk. Aswell as
providing share price data and financial histary, the site also provides background information about the Company, regulatory and news releases and
current issues.

Electronic shareholder communications
The Company encourages ali shareholders to receive their shareholder communications electronically to reduce our impact on the envirenment and has
set up a facility for shareholders to do so. The service allows you to:

— View the Annual Report and Financial Statements on the day it is published

— Receive electronic notification of the availability of future shareholder information (you must register your email address for this service)
— Check the balance and current value of your shareholding and view your dividend history

— Submit your vote online prior to a general meeting

To register, visit www.shareview_co.uk. You will need your 11-digit Shareholder Reference Number which can be found on your share certificate and
dividend confirmation



Financial Statements JSainsburyple oo i

Share dealing services

To buy or sell your J Sainsbury ple ordinary shares, please visit your stockbroker or your bank who will usually be able to assist you. Alternatively, you may
consider using Equiniti. Equiniti offers a telephone and online facility, which gives shareholders the cpportunity to trade at a known price. The telephone
service is available from 8.00am to 4.30pm, Monday to Friday, excluding bank helidays, on telephone number (371 384 2030. The online share dealing service
gives shareholders the aption to submit instructions to trade online and more infermation can be found by visiting www.shareview.co.uk.

ShareGift

1f you have a small number cf shares which would cost more for you to sell than they are worth, you may wish to consider donating them to the charity
ShareGift (Registered Charity 1052686) which specialises in accepting such shares as donations. The relevant stock transfer form may be obtained from
Equiniti. There are no implications for Capital Gains Tax purposes (no gain or loss) cn gifts of shares to charity. If you are a UK taxpayer, it is also possible
to obtain income tax relief. Further information about ShareGift may be obtained by calling 0207 930 3737 emailing help@sharegift.org or by visiting
www.sharegift.org.

Shareholder security

Some of our shareholders have received unsolicited telephone calls or cerrespondence from organisations or persons claiming or implying that they have
some connection with the Company. These are typically from purported brokers’ who offer to buy shares at a price often far in excess of their market value.
Sharehclders are advised to be very wary of any cffers of unsolicited advice, discounted shares, premium prices for shares they own or free Company reports.

If you receive any such unsolicited calls, correspondence or investment advice:
— make sure you get the name of the person and organisation;
— check that they are properly authorised by the Financial Conduct Authority (FCA) before getting involved by visiting https://register.fca.org uk; and

— report the matter to the FCA either by calling 0800 111 6768 or by completing an online form at
www.fca.org.uk/consumers/report-scam-unauthorised-firm.

More detailed information on this or similar activity can be found on the FCA website https://www.fca.org.uk/scamsmart.
To understand how Sainsbury's processes shareholder data, please visit www.about.sainsburys.co.uk/site-services/privacy-policy.

ProSearch

Sainsbury’s has instructed ProSearch, a specialist tracing company, te identify and communicate with sharehelders who may be owed dividends or shares in
Sainsbury’s. If you have received a communication from ProSearch and think you may be due some dividends or shares in Sainsbury's and would like further
information, please contact ProSearch directly. You can call them on 0800 389 6479* or for more information, visit www.prosearchassets.com.

* Lines are apen 9arm to 5pm Manday to Friday (excluding UK public hohdays)

American Depository Receipts (ADRs)
The Company has a sponsored Level | ADR programme for which the Bank of New York Mellon acts as depository. The ADRs are traded on the over-the-counter
{OTC) rmarket i the US under the symbol JSALY, where one ADR is equal to four ordinary shares. All enquiries relating to ADRs should be addressed to:

Bank of New York Mellon
Sharehalder Correspondence
PO Box 505000

Louisville

KY 40233-5000

Tall Free Telephone number for LS domestic callers: 1-888-269-2377
International callers can call: +1-201-680-6825

Website: www.mybnymdr.com

Email: shrrelations@bnymellon.com
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Key contacts and advisers

Registered office
JSainsbury plc

33 Holborn

London ECIN 2HT
Registered number 185647

Investor relations

James Collins

Director of Investor Relations and Financial Planning
1 Sainsbury plc

33 Holborn

London ECIN2ZHT
InvestorRelations2@sainsburys.co.uk

Registrars

Frniniti Reqistrars
Aspect House

Spencer Road

Lancing BN99 6DA
www.shareview.co.uk

Auditors

Ernst & Young LLP
1 Mare London Place
London SE12AF

Solicitors
Linklaters LLP
One Silk Street
London EC2Y 8HQ

Stockbrokers
uBs

5 Broadgate
London EC2M 2QS

Shore Capital Stockbrokers
Cassin House

57 St James’s Street
London SW1A 1LD

General contact details

For any custorner enquiries, please visit our websites:

— Sainsbury's https://help.sainsburys.co.uk/help

— Argos www.argos.co.uk/help/contact-us

— Habitat www.habitat.co.uk/contact-us

— Nectar www.nectar.com/help

— Sainsbury's Bank www.sainsburysbank.co.uk/insuring/support/customer_support_zone

Cautionary statement

Certain staternents included in this Annual Report are forward-looking. Such statements are based on current expectations and are subject to a number

of risks and uncertainties that could cause actual events or results to differ materially from any expected future events or results referred to in these
forward-looking statements. They appear in a number of places throughout this Armual Report and include staterments regarding our intentions, beliefs

or current expectations and those of our officers, Directors and employees concerning, amongst other things, our results of operations, financial condition,
liquidity, prospects, growth, strategies and the business we operate. Unless otherwise required by applicable law, regulation or accounting standard, we do
not undertake any obligation to update or revise any forward-looking statemerits, whether as a result of new information, future developments or otherwise.
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Alternative performance measures (APMs) 2
2
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1

In the reporting of financial information, the Directors use various APMs which they believe provide additional useful inforrmation for understanding the 8

financial performance and financial health of the Group. These APMs sheuld be considered in addition to, and are not intended to be a substitute for IFRS -

measurements. As they are not defined by International Financial Reporting Standards, they may not be directly comparable with other companies who

use similar measures.

All of the following APMSs relate to the current period's results and comparative pericds where provided.

Closest equivalent

APM IFRS measure Definition Purpose Reconciliation

Income statement — Revenue

Retail sales Revenue Group sales less Financial Shows the annualrate A reconciliation of the measure is provided in note 6 of the o

Services revenue. of growth in the Group's financial staternents. 2

) - Retail business sales. S - %

Like-for- No direct Year-on-year growth insales  The measureis used The reported retail like-for-like sales decline of (2.3) per cent is %

like sales equivalent  including VAT, excluding fuel,  widely in the retail based on a combination of Sainsbury's like-for-like sales and gk

excluding Financial Services,  industry as an indicator  Argos like-for-like sales for 2022. See movernents below, {é

for stores that have been open  of current trading 2022 2021 =

for more than one year. performance and is Retail like-for-like (2.3)% 8.1%

The relocation of Argos stores useful when comparing {exc. Fuel, inc. VAT)

into Sainsbury's supermarkets QTOVYth between Underlying net new spaceimpact ~ (0.3)% {0.8)%

are classified as new space, retailers that have Retail sales growth 2.6)% 73%

while the host supermarket dlffererjt proﬂles of {exc. Fuel, inc. VAT)

is classified like-for-like. exglarlmon, disposals Fuel impact 5.0% 72)%

i and closures. — T - -

The impact on sales of stores Total retail sales growth 3.4% 0.1%

which were temporarily closed {inc. Fuel, inc. VAT) -

due to COVID-19 have been VAT impact (0.4)% 0.6% E‘

included within LFL sgles‘ Only Total retail sales growth per note 6 3.0% 0.7% 5.

permanently closed sites and &

those temporarily closed for 9

non COVID-19 related reasons %

are treated as non LFL. E]
(]

Income statement — Profit o T T - a

Retall Profit uUnderlying earnings hefore This is the lowest 2021

underlying beforetax interest, tax, Financial level at which the 022 (Restated)

operating Services operating profit and  retail segment can

profit Sainsbury's underlying share  be viewed from Group PBT (note 7) 854 {164)

of post-tax profit from joint amanagement {Less)/Add back Group non-underlying (124) 521
venturas and associates. perspective, with items (note 5) B o
finance costs Group UPBT ) . 730 357
managed for the Financial Services underlying operatin (38) 21
ying 9
Group as a whole. (profit)/loss
Retail underlying profit before tax 692 378
Net underlying finance costs 309 353
Retail underlying operating profit 1,001 731
Retail sales (note7) ) 29463 8617
Retail underlying operating margin 3.40% 2.55%

Underlying Profit Underlying results exclude In order to provide - Underlying profit before tax is bridged to statutory profit

profit beforetax  itemsrecognised inteported  shareholders with before tax in the income statement and note 5 of the

before tax profit or loss before tax which,  additional insight into financial staterments.

if inciuded, could distort the year-on-year —— The adjusted iterns are as described in note 5 of the
comparability between performance of the financial staternents

periods. In determining which  business, this adjusted

itemns to exclude from measure of profit is

underlying prefit, the Group provided to supplement

considers items which are the reported IFRS

significant either by virtue numbers and reflects

of their size and/or nature, how the business

or that are non-recurring. measures performance

internally.
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Alternative performance measures (APMs) continued

Closest equivalent

APM IFRS measure Definitien

Purpose

Reconciliation

Income staternent - Profit

Um’ierlgi;giﬁaaslc Earnings per share using

This is a key measure

A tecenciliation of the measure is provided in note 12 of the
financial statements.

2021

2022 (Restated}
£m £m
Retail underlying operating profit 1,001 731
Add: Retail depreciation and amortisation 1,197 1226
expense
Less: Non-underlying depreciation and (53) 47)
amortisation o
Retail underlying EBITDA 2,145 1,910
Retail sales (ncte 7) 29,463 28,617
Retail underlying EBITDA margin 7.28% 6.67%

basic earnings underlying profit to evaluate the
eamings per share as described above. performance of the
per share business and returns
o . ) generated for investors.
Retail No direct Retail underlying operating EBITDA is used to
underlying equivalent profit as above, before review the retail
EBITDA underlying depreciation, segment’s profit
and amortisation. generation and the
sustainability
of engoing capital
reinvestment and
tinance costs.
Underlying Finance Net finance costs beforeany  This provides
net finance incomeless non-underlying iterns as shareholders with
costs ﬂ“:“ce defined above that are additional insight into
costs

recognised within finance
income/expenses.

G;'l-;lerlging Effective
tax rate tax rate divided by undertying profit

before tax.

the underlying net
finance costs of the
Group by excluding
non-recurring
one-off items.

Provides an indication
of the tax rate across
the Group before

the impact of
non-underlying items.

A reconciliation of this measure is include'drirrl note 10 of the
financial staterments.

The adjusted items are as follows:

— Perpetual securities coupons — these are accounted for as

The tax on non-underlying items is included in note S of the
financial statements.

equity in line with TAS 32 Financial Instruments: Presentation’,
however are accrued on a straight-line basis and included as
an expense within underlying profit as they are included by
management when assessing Group borrowings. These are
now £nil following the redemption of the perpetual convertible
bond during the year

Non-underlying finance movements - these include fair value
remeasurements on derivatives not in a hedging relationship
and lease interest on impaired non-trading sites, including site
closures. The fair value movernents are driven by external
rnarket factors and can significantly fluctuate year-on-year.
They are therefore excluded to ensure consistency between
periods. Lease interest on impaired, non-trading sites is
excluded as they do not centribute to the operating activities
of the Group

T1AS 19 pension interest. Although a recurring item, the Group
has chosen to exclude net retirement benefit income and costs
from underlying profit as, following closure of the defined
benefit scheme to future accrual, it is not part of the ongoing
operating activities of the Group and its exclusion is consistent
with how the Directors assess the performance of the business.
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Alternative performance measures (APMs) continued

Closest equivalent

APM IFRS measure Definition Purpose Reconciliation
Cash flows and net debt
Retail cash No direct To help the reader understand  As part of thisa 5March §March
flowitems equivalent (ash flows of the business number of line items Ret 2:‘;: 22:
in Financial a summarised cash flow have been combined. - -
Review statement is included within ~ The cash flowinnote7  Netinterest paid a (323) 372)
the Financial Review. of the financial Repayment of lease liabilities b (491) (499)
statementsincludesa  Repayment of borrowings c (256) {539
LEfET;nCE to S}’]])C?W \g’h&t Other d @7 13
as Been cOMBINEdIN iy dands and distributions e 2 22
these line iterns. .
received N _ ~
Retailfree Netcash  Net cashﬁgenerated fromretail This measures cash ' 5March 6March
cash flow generated  operations, after perpetual generation, working 2'::: 222
from security coupons and cash capital efficiency and - -
operating capital expenditure, and capital expenditure Cash generated from retail operations 1,940 2,275
activities including payments of lease  of the retail business.  Net interest paid (ref (a) above) (323) (372
obligations, cash flows from Corporation tax (23) {94)
joint ventures and associates Retail purchase of property, plant and (416) (423)
‘ar?d Sglnsburg's Bank capital equipment
injections. Retail purchase of intangible assets (229) (145)
Retail proceeds from disposal of property, 46 27
plant and equipment
Initial direct costs on right-of-use assets 3 7)
Repayments of cbligations under leases (491) (499)
Dividends and distributions received 2 22
Retail free cash flow 503 784
Adjusted Cash This presents ret;ii-operating This enables - 5 March & March
net cash generated  cash flows adjusted for management to assess "Lf,’, 222
generated  from moverments in working the cash generated - -
fromretail operations ;4 less net interest paid  from its core retail Retail cash generated from operating 1,598 1832
:p:::::;:s al (including distributions on operations. activities (nate 7)
l:eview) cl perpetual securities) and Perpetual security coupons @ (23)
pension cash cantributions. Adjusted net cash generated from 1,594 1,809
operating activities
Coreretail Nodirect Capital expenditure exéidd1ng This allows 7 2022 2221
capital equivalent  sainsbury's Bank. management to assess £ i
expenditure core retail capital Purchase of property, plant and equipment (416) {423)
expenditure in the Purchase of intangibles {229) (145)
period in order to Cash capital expenditure (645) (568)

review the strategic

business performance.
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Alternative performance measures (APMs) continued

Closest equivalent

APM IFRS measure Definition Purpose Reconciliation
Underlying No direct Removes working capital To provide a 6 March
working equivalent  and cash movements relating  reconciliation of the s M:;;: (.,es.ﬂﬁ}
capital to non-underlying items. working capital fm £m
Tovements movement in the Retail working capital movements {306) 612
financial staternents to per cash flow (note 7)
the underlying working
capital movement in
the Financial Review, ~ Adjustments for:
Retail non-underlying impairment charges 8 216
(note 7)
Non-underlying restructuring and 92) (548)
impairment charges (note 5}
Bank nen-underlying restructuring and 7 105
impairment charges
Accelerated depreciation (note 5) 33 27
Gains on early termination of leases (note 5) 9 {16)
Profit on disposal of properties within (12) -
restructuring programme (ncte 5)
ATM income (note 5) 2 42
Income recegnised in relation to legal 180 -
disputes (note 5)
Other 1 2
Non-underlying working capital 118 172)
movements before cash movements
Non-underlying cash movements:
Restructuring (note 5) 114 39
Bank restructuring 4) -
ATM income (note 5) (19) 27)
Income recognised inrelation to legal 93) -
disputes (note 5)
Retail non-underlying operating cash 3 12
flows {excluding pensions)
Total adjustments for non- 121 (160)
underlying working capital
Underlying working capital (185) 452

movements
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Alternative performance measures (APMs) continued

v
=
Closest equivalent g
APM IFRS measure Definitien Purpose Reconciliation %
Net debt Borrowings, Netdebtincludesthecapital  Thisshowsthe overall A reconciliation of the measure is provided in note 34 of the %’
cash, injections into Sainsbury’s strength of the balance  financial staterents. In addition, to aid comparison to the =
derivatives, pank, but excludes the net sheet alongside the balance sheet, reconciliations between financial assets at FVTGCI
financial debt of Sainsbury's Bank and  liquidity and its and derivatives per the baiance sheet and Group net debt
assets at its subsidiaries. mdebtedness and {i.e. including Financial Services) is included below:
FVTOCI) ) hether the G 8§ March &March
lease It is calculated as: financial whether the LToup 2022 2021
liabilities  assets at fairvalue through ~ Can cover its debt £m €m
e commitments.
other comprehensive income Financial instruments at FVTGCI per 800 844
(excludmg equltg investments) balance sheet
- net de_.'rlvatwes to hedge Less: equity-related securities (382) (306)
borrowings + net cash and e e s
cash equivalents « loans Financial instruments at FYTOCT included 418 538 g
lease obligations + perpetual innetdebt . - _ g
securities. g
Net derivatives per balance sheet 289 (174 i
Less: derivatives not used to hedge (250) 110 £
borrowings ) - . o 2
Derivatives included in net debt 9 (14
Gther - -
Net debt/ No direct Net debt divided by Group This helps managerment Net debt as provided in note 34. Group underlying EBITDA is
underlying equivalent  underlying EBITDA. measure the ratio of the reconciled within the fixed charge cover analysis below.
EBITDA business’s debt to
~ operational cash flow. o ) ) _ o
Returm on No direct Return on capital employed is  This represents the 52 weeks to
capital equivalent lculated turn divided by total capital that the 52 weaks 6 March -
calcuiated as return divided by  total capital tha toSMarch  (Restated) 2
employed average capital employed. Group has utilised in 2022 2021 B
Return is defined as 52 week ~ OTdertogenerate Em Em g:
rolling underlying profit before  Profits. Management  Underlying profit before tax 730 357 a
interest and tax, use tmsfto 235653 . Add: Underlying net interest 309 353 &
the performance ¢ poturm g T
Capital employed is defined | Eusin ose Return 1,039 710 ]
: . &
as GT.O uP ne.t E_issets excluding Capital employed is reconciled as follows: a.
pension deficit/surplus, 52 weeks to
less net debt (excluding 52 week: 5 Man:;;
Y to 5 Marc (Restate
perpetuaﬂ securities). The 2022 2021
average is calculated on £m m
3 11-point baSlS‘_ Group net assets 8,423 6,701
The 14-pomnt basis uses the Less: Pension surplus note 37) 2283  (744)
average of 14 datapoints — Deferred t ) ) 640 199
the prior year closing capital elerred lax on pension surplus
employed, the current year Less: net debt {(ex-perpetual securities) 6,759 6,221
closing capital employed and (note 34)
12 intra-year periods as this Effect of in-year averaging 1,127) 240
more closely aligns to the Capital employed 12 412 12,610
recognition of amounts in the R ) ST -
income statement. e : -
Return on capital employed B.4% 5.6%
Fixed No direct Group undetlying EBITDA This helps assess 7 . 52 WE;“S ‘:
charge cover equivalent divided byrent (representing  the Group's ability t::‘:::n:l’l (R:;l;:i)
capital and interest to satisfy fixed 2022 2021
repayments on leases) and financing expenses £m £m
underlying net finance costs,  from performance Group underlying operating profit 1,039 710
where interest on perpetual  of the business. Add. Group depreciation and amertisation 1,220 1,249
securities is treated as an expense
underlying finance cost. P . -
Al iterns are calculated on Less: Nonflunderlgmg depreciation and (53) 47
: ; amortisation expense
a 52 week rolling basis. == . -
Group underlying EBITDA 2,206 1,912
Repayment of capital element of lease (493) (501)
obligations
Underlying finance income 3 3
Underlying finance costs (312) (356}
Fixed charges (802) (854)

2.8 22

Fixed charge cover
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Glossary

Anmual General Meeting (AGM) — This year the AGM will be held on
Thursday 7 July 2022 at our registered office 33 Holborn, London ECIN 2HT
at 11.00am.

Argos Financial Services (AFS} — ARG Personal Loans Limited;
Horne Retail Group Card Services Limited; and Home Retail Group Insurance
Services Limited.

bps — Basis points.
by Sainsbury’s — Core own-label brand.

Click & Collect — Service which allows customers to place general
merchandise and grocery orders online for collection in-store.

Corporate Responsibility and Sustainability (CR&S) — The need
to act responsibly in managing our impact on a range of stakeholders:
customers, colleaques, investors, suppliers, the community and the
envircnment.

CPI — Consumer Price Index.

Dividend cover — Underlying profit after tax from continuing operations
attributable to ordinary shareholders divided by total value of dividends
declared during the year.

Earnings Per Share (EPS) - Earnings attributable to ordinary shareholders
of the parent divided by the weighted average number of ordinary shares in
issue during the year, excluding those held by ESOP Trusts, which are treated
as cancelled.

Fair value - The amount for which an asset cculd be exchanged, or a
liahility settled, between knowledgeable, willing parties in an arm'’s length
transaction

FVTPL - Fair value through profit or loss. Method of valuing a financial
instrument where changes in fair value are recegnisad directly in the
income statement.

JSainsburyplec 7 7 0

Group — The Company and its subsidiaries.

IFRIC - International Financial Reporting Interpretations Committee.
IFRSs — International Financial Reporting Standard(s).

Joint venture (JV} — A business jointly owned by two or more parties.

Kantar Worldpanel (Kantar) - An independent third party providing
data on the UK Grocery Market.

LTEP — Long-Term Incentive Plan.

MSC — Marine Stewardship Council.

Nectar — One of the most popular loyalty schermes in the UK.
PRA — Prudential Regulation Authority.

RPI —Retail Price Index.

Taste the Difference — Sainsbury's premium own-brand range
of products.

Total Shareholder Return (TSR) - The growth in value of a shareholding
over a specified period, assuming that dividends are reinvested to purchase
additional units of the stock.

Tu - Sainsbury's own-label clothing range.
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