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The John Leuns Partnership

The John Lews Partnership 1s one of the UK’s leading retail businesses with 29 John Lews
department stores, 8 John Lewis at home stores, johnlewis com, 246 Waitrose supermarkets,

31 Wairose convenience stores, waitrose com and business to busimess contiacts in the UK and
abroad

It 15 also the country’s largest employee co-owned business, with 81,000 employees who are all
Pariners The Partnership aims to ensure that everyone who works for 1t enjoys the expenence

of ownership, by sharing 1n the profits, by having access to information and by sharing 1n decision
making through influencing and making recommendations to the Charrman on any subject

The Parwnership beheves that the commitment of Partners to the business 1s a umque source
of competitive advantage which has underpinned over 80 years of growth and a reputation
amongst customers and suppliers highly regarded in the UK retail industry

The Partnership’s record of performance testifies to the robustness of the vision of 1ts founder,
John Spedan Lews, to create a business dedicated to the happiness of the staff through their
worthwhile and sausfying employment in a successful business

John Lewis Partnership plc and 1ts subsichary John Lewis plc have small 1ssues of preference
stock which have first claim on the profits The whole of the remaining profit is available to be
used for the benefit of the business and the Partners The share of profits allocated to Partners,
the Partnership bonus, 1s fixed each year by the Partmership Board and 1s distributed as the same
percentage of gross annual pay for all Partners All Partners receved a 14% bonus for 2011/12
as their share of profits at a 1otal cost of £165 2m
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Chairman’s statement

We have achieved a good sales performance 1n a tough year for the economy Profits are
lower than last year, but better than expected and I'm dehghted that all 81,000 Partners
received a bonus equivalent to over 7 weeks’ pay

Profound changes are taking place in the retail sector and importantly this was a year when
we upped the pace of innovation and investment That came a1 the price of some short-term
profit but leaves us 1n a good place at the start of this year

Pietty much anything can now be sold onhne, and our abihty to onginate and source umique
products that our customers want and only we can sell will become more and more
mmportant In Waitrose we increased the number of new products launched by 76%, and 1n
John Lews, from fashion through to home, we saw the launch of ranges such as John Lews &
Co through to the Design Collecuve We also increased our reputauon for value with harder
hitung promouons in Waitrose, and a total commitment to Never Knowingly Undersold in
John Lews

Customers also want more convenience from shops and online and we pushed on with
growth, opeming more shops 1n a single year than ever before with 29 Waitrose shops and
three for John Lewts Simultaneously we made 1t easier to shop across Waitrose and John
Lewns - Click & collect has been a huge hit with customers By the end of the year 1t was
available 1n 129 shops, up from 55 at the start of the year Over a fifth of all sales 1n John
Lews are now online and waitrose com was relaunched and extended across London

To meet the challenges presented by a rapidly developing retail sector, we've made some
significant changes to how the Partnership operates Examples include overhauhing how we
run Waitrose shops and expanding our new internal shared services division, Partnership
Services, as well as the largest programme of invesunent we have ever mounted 1n systems and
supply chan

We start 2012/13 leaner and fitter and have imuauves underway which will deliver key
benefits in the coming years We have first-class brands that are well placed to succeedin a
changing market

2012/13 Outlook

After 11 weeks, Partnership sales excluding VAT' are 9 0% higher than last year Waitrose sales
excluding VAT have mcreased by 8 4% (2 9% hke-for-hke) and John Lewis sales excluding
VAT are 10 1% gher than last year (7 0% hke-for-hke) The 2012/13 sales include those for
the Easter weekend, which have a beneficial impact on sales, whereas in 2011/12 Easter fell
later in Apnl

Current trading conditions are still difficult and consumer confidence remains subdued
Despite that we are conunung to grow faster than the market We are prepared and have
shown that we can trade well through these condinons The Queen’s Ihamond Jubilee and
the London 2012 Olympic and Paralympic Games will provide a hift for consumers and [ am
caunously opttmisuc that trading condiuons may impiove later this year

Charhie Mayfield
Charman
23 Apnl 2012

! Sales excluding VAT are gross sales net of value added tax
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Business review
Reuview of performance

The John Lewis Partnership

Gross sales up £523 2m, 6 4%, 10 £8 73bn

Sales excluding VAT! up £400 5m, 5 4% to £7 86bn

Group operating profit down £37 7m, 8 7%, to £393 3m

Profit before Partnership bonus and tax down £14 1m, 3 8%, to £353 8m

Partnership Bonus of £165 2m, 14% of salary (equal to over 7 weeks’ pay)

Waitrose

Gross sales up £425 8m, 8 6%, to £5 40bn
Sales excluding VAT up £372 4m, 7 9% to £5 07bn
Food only like-for-like sales up 3 6% (up 3 0% excluding VAT)

Operaung profit down £14 3m, 5 2%, to £260 6m

John Lewis

1

Gross sales up £97 4m, % 0%, 1o £3 33bn
Sales excluding VAT! up £28 1m, 1 0% o £2 79bn

Like-for-hke sales up 1 3% {down 0 6% excluding VAT)

Johnlewis com sales up £141 7m, 26 3%, to £680 8m (up £111 2m, 24 2% excluding VAT)

Operatung profit down £40 5m, 20 4%, to £157 9m

Sales excluding VAT are gross sates net of value added tax
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Frve year record — years ended January

2012 2011 2010 2009* 2008
£m £m £m £m £m
Gross sales
Waitrose 5,400 4 49746 4,532 3 4,156 4 3,9501
John Lewis 3,329 1 3,2317 2,889 2 28111 28127
Gross sales 87295 8,206 3 7,421 5 6967 5 6,762 8
Sales excluding VAT"
Waitrose 5,072.3 4,699 9 4,317 2 39401 3,737 2
John Lewis 2,7920 2,763 9 25195 2,415 8 2,404 9
Sales excluding VAT 7.864 3 7,463 8 6,836 7 6,355 9 6,142 1
Revenue
Waltrose 5,072 3 46999 4,317 2 39401 3,737 2
John Lewis 2,686 3 2,6619 2,417 4 2,327 1 2,3150
Revenue 7,758 6 7,361 8 6,734 6 6,267 2 6,052 2
Operating profit®®
Waitrose 260.6 2749 2668 2145 2262
John Lewis 157 9 198 4 1604 140 6 1920
Corporate and other® (25 2) {42 3) (37 5) (31 8) {26 9)
Operating profit 3933 4310 3897 3233 3913
Net finance costs (39 5) (63 1) (831) (43 7) (11 5
Share of post tax losses of
assoclate (Ocado) - - - - (80)
Exceptional gamn n respect of
assoclate (Ocado) - - - 127 4 80
Profit before Partnership
bonus and tax 353.8 3679 3066 407 0 3798
Taxation {52 4) (46 0) (48 8) (48 1) (59 4)
Net profit avallable for profit
sharing and retention in
the business 3014 3219 257 8 3589 3204
Partnership bonus (165 2) (194 5) (151 3) (125 4) (181 1)
As a percentage of eligible pay 14% 18% 15% 13% 20%
Discontinued operations - - - - 9n
Profit for the year retained in
the business 136 2 127 4 106 5 2335 1302
Net assets 2,008 9 20728 1,704 5 1,722 8 1,683 9
Pay 1,096 3 1,021 7 940 4 908 0 864 8
Number of employees at year end 80,900 76,500 72,400 68,300 69,300
Average number of employees 78,700 74,800 70,000 68,700 68,200
including part-time employees 42,900 40,800 37,300 35,900 36,700
Average number of FTEs 51,100 48,500 45,900 45,100 44,9500

*53 week year
- Sales excluding VAT are gross sales net of value added tax

@ The comparatives have been re-presented n respect of John Lews Insurance o

w  The basis of allocation of pension costs t0 the dwsions was changed for 2012 and 1s charged as a fixed proportion of total pay
based on the estimated long term costs of providing the benefit, with the differences between these costs and the total annual
pension operating costs recognised in Corporate and other This was income of £16 8m in 2012, which 1s pnncapally due to

market driven volatility

rations to be on a consistent basis to the current year

W Corporate and other costs are pnincipally corporate and shared senice gverheads, transtormation costs and the Partnership Services

division set up costs
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Business review

Review of performance (continued)

Key performance indicators (KPIs)
Across the Partnership we focus on a number of KPIs in order to idenufy trends in the
trading performance of both Waitrose and John Lewis These KPIs are designed to help

us understand how we are using cur assets and measuring operauonal performance

Group Waitrose John Group Waitrose John
Lewis Lewis
2012 2012 2012 2011 2011 2011
Trading performance
Gross sales growth
- total continuing operations 64% 8 6% 30% 10 6% 9 8% 11 9%
— like-for-like® 2 6% 36% 13% 6 4% 4 0% 10 0%
Growth in sales excluding VAT
- total continumng operations 5 4% 7 9% 10% 92% 8 9% 97%
~ like-for-like™ 16% 3 0% {0 6Y% 51% 33% 7 9%
Operating margin® 50% 5.1% 57% 5 8% 5 8% 7 2%
Sales excluding VAT per selling
FTE (£000s) 2117 163 2 2141 1571
Operating profit par FTE (E000s)2 77 9.4 71 89 108 90
Number of stores™ 272 35 243 32
Average selling space (m sq ft)¥ 9.1 49 42 86 46 40
Sales excluding VAT per
selling sq ft (£) 867 1,033 672 873 1,032 691
Operating prefit per selling
sq ft (£)2 43 53 38 50 60 50
Cash flow and liquidity
Operating cash flow before
Partnership bonus (£m) 7591 7451
Capital expenditure {Em)® 517 8 2926 182 4 492 7 3540 1195
Interest cover® 38 38
Balance sheet
Net assets (£m) 2,0089 20728
Net debt (Em) 577 3 548 4
Gearnng” 28 7% 26 5%
Return on invested capital® 7 2% 79%

W {ike-for-like sales exclude the impact of branch openings and closures

2
(3)
t4)

&1}

(6]

18}

Operating margin 1s expressed as a % of sales excluding VAT

The number of stores trading as at the year end date

Average selling space (of all stores and branches) includes all customer facing areas and excludes
offices, warehouse space and staff facilities

Capital expenditure for the group includes £42 8m (2011 £19 2m) of spending on group-wide
information technology systems, vehicles, properties and other assets, not allocated to the
operating businesses

Interest cover 1s profit before net finance costs and tax, after Partnership bonus, divided by net
finance costs excluding the financing element of pensions and long service leave, and 1AS 39 farr
value adjustments included within finance costs

Gearing 1s net debt divided by net assets

Return on invested capital 1s post tax profit, adjusted for non-operating items, as a proportion of
average operating net assets, adjusted to reflect a deemed capital value for property lease rentals



John Lewis Partnership ple annual report and accounts 2012

Group performance

2011/12 saw the Partnershp navigate through a
period of difficult economic conditions, and
deliver good sales growth Both Waitrose and
John Lews traded ahead of their respective
markets, mcreasing therr market share

The Partnership’s gross sales were £8 73bn, an
increase of £523 2m, or 6 4%, on last year
Waitrose gross sales were £5 40bn, up 8 6%,
while John Lews gross sales were £3 33bn, up
30%

Sales excluding VAT were £7 86bn, up £400 5m
or 5 4% Waritrose sales excluding VAT were

£5 07bn, up 7 9%, and John Lewis sales
excluding VAT were £2 79bn, up 1 0%

Operaung profit was £393 3m (2010/11

£431 0m), a decrease of £37 7m, or 8 7% on last
year, representing an operating profit margmn
{excluding VAT) of 5 00% (2010/11 5 77%)

Profit before Partnership bonus and tax was
£353 8m, a decrease of £14 1m, or 3 8%, on last
year Profit before Partnership bontus and 1ax as
a percentage of sales excluding VAT decreased
from 493% to 4 50%

Partnership bonus was £165 2m, which equates
to 14% of pay or the equivalent of 7 3 weeks’
pay, compared to £194 5m or 18% of pay, the
equivalent of 9 4 weeks’ pay last year
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Business review

Reuvew of performance (confinued)

Net finance costs

Net finance costs decreased by £23 6m (37 4%) w0
£39 5m Changes 1o the financing element of
pension costs, which 1s the difference between the
expected return on scheme assets and the interest
cost on the scheme liabihues, and the financing
element of long service leave are dnven by
changes in the external investment market,
including rates for corporate bonds, which means
these costs can change materially from one year
to the next, dnven by market volatthty The
financing elements of pensions and long service
leave was a net credit of £23 8m, compared to a
charge of £2 2m last year Excluding pensions,
long service leave and other non-cash fair value
adjustments, net finance costs have reduced
shghtly, by £1 4m (2 3%), from £61 7m to £60 3m

Pension charge

We continue to maintamn an open non-contributory
final salary defined benefit pension scheme We
now have about 46,500 acuve members, 25,500
pensioners and dependants and 32,000 deferred
pensioners in the Scheme

Day-to-day management of the funds 1s delegated
to a number of investment managers under

the guidance of the Trustees The assets of the
schemes are held 1n separate funds admmistered
by the Trustees The Partnership takes a long
term view of 1ts pensions habilities but recognises
that there are significant nisks from ncreasing
longewty, the effect of age discrnminanon
legistation, and from volaulity and uncertamnty in
the investment markets

The pension accounting charge mmcluded within
operaung profit of £124 Om for the year to

28 January 2012, was up 0 9% or £1 1m on last
year Actual pension cash contnbutions in respect
of the year were £117 8m, compared to £267 Om
for last year, or £117 Om excluding the £150 Om
one-off speaial cash contnibuton made in March
2010

A defined conwibution scheme 1s alsa available 1n
the three year period for Pariners wainng o
enter the defined benefit scheme, to prownide
pension benefits duning the waiung period The
Partnership matches contributons made by
Parwners, up to 6% of pensionable pay

Duning the year 2,700 Partners contnbuted

£1 8m to the defined contribution scheme and
the Partnership provided contributions of £1 4m
Partners are also able to top up their pension
provision with Additional Voluntary
Contribunons (AVCs) Duning the year 18,800

8
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Partners contributed £21 Om 1n AVCs At the year
end the combined defined coniribunon and AVC
funds stood at £236 3m

Actuarial valuation of the pension funds

A formal actuanal valuation 1s carned out at least
once every three years by an independent
professionally qualified actuary This assesses, on
a prudent basis, the amount of assets to be set
aside 10 meet the pension promises made to the
valuation date, taking into account future
expected mvestment returns, and determines the
future level of funding, esimated on prudent
assumptions, that the Partneiship needs to put
into the schemes For the main pension scheme,
the last formal valuation was carned cut as at 31
March 2010 Thus resulted 1n a funding surplus of
£83m The market value of the assets of the fund
as at 31 March 2010 was £2,341m The actuanal
valuation of these assets showed that they were
sufficient to cover 104% of the benefits which
had accrued (0 members As at 28 January 2012
the main pension scheme 1s estimated to have a
funding deficit of £5m, and therefore the assets
are sufficient to cover 100% of the benefits which
had accrued 10 members

In addition to the main scheme there 1s also a
sentor pension top up scheme The last formal
valuation of this scheme was also carnied cut as at
31 March 2010 and resulted 1in a funding deficit
of £6m Deficit reducton contnbunons totalling
£6m were made 1n January and February 2011 to
eliminate this deficit As at 28 January 2012, the
senior pension top up scheme 1s estmated 10
have a funding deficit of £5m

The next formal actuanal valuanon of both pension
schemes will take place as at 31 March 2013

Accounting valuation under IAS 19

1AS 19, the Internanonal Accounting Standard
on employee benefits, requires the financal
posinon of the Partnership’s pension funds to be
reassessed at each balance sheet reporung date
following a prescrnibed methodology Thus
produces results that are different from, and
more volaule than, the actuarial valuauon, as
members' habilities at the balance sheet date are
valued usmng market rates of corporate bonds and
do not reflect expected future returns on the
assets the fund owns Other key assumptions for
the IAS 19 accounting valuauon have been based
on those used for the most recent actuanal
valuauon, adjusted 1o represent a best esumate
rather than a prudent view, where appropriate
These have been updated to assess the assets and
habihues of the schemes as a1 28 January 2012

9
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Business review

Reuview of performance (continued)

The assets of the pension funds as at 28 January
2012 were £2,537m (2011 £2,466m) and the
accounung habilities were calculated o be
£3,175m (2011 £2,880m) Together, this resulted
mn an IAS 19 pension fund defiat of £638m

{2011 £414m), an increase of £224m (54 1%}
The mncrease in the pension asset values of 2 9%
since last year reflects improving market
condiuons and the increase 1n value to the date of
sale, in February 2011, of the 1emaining shares 1n
the Ocado business, which reahsed £150m In
total £250m was realised from the sale of the
Ocado shares for the pension fund

The man differences between the esumated
funding valuavuon deficit at 28 January 2012 of
£10m, for both schemes, and the IAS 19 pension
fund deficit of £638m relate to different
econamic assumptons, principally the rates used
to reflect the current value of the scheme’s future
liabilines (the discount rate) of £5640m, and the
exclusion of the fund's £95m nvestment in JLP
Scotush Limited Partnership for IAS 19 purposes

Tax

The tax charge mcreased compared with last year
reflecung a higher profit before tax and a higher
effecuve tax rate of 27 8% compared to last year’s
rate of 26 5% due to an increase 1n disallowable
expenses

Capatal expenditure

Capital spending in 2011/12 increased by £25m
to £518m, an increase of 5 1%

Waitrose invested £293m, mainly on 29 new
branches acquired or built in the year and one
1elocation, together with 13 refurbishments and
one extension Waitrose has invested 1n a
replacement technology platform for 1ts onhne
business at a total cost of £20m, with £8m of this
spent1n 2011/12

John Lewis invested £182m The mix of
investment reflected the busmess strategy of
opening new space, refurbishing key regional
shops and 1nvesung heawly in the IT and
distnbution infrastructure to support mulu-
channel trading Recent strengthening of the
supply chain enabled the business to deliver a
particularly strong Christmas online

In addition, £43m was invesied centrally, manly in
mantamng and modermsing IT pladorms, head
office huldings and refurbishing holiday centres

Cash flow and net debt

We generated £759 1m 1n operaung cash flow
(before Partnerstp bonus) up £14 0m or 1 9%
on the prior year Our gearing ratio mcreased
from 26 5% to 28 7% with year-end net debt
mncreasing by £28 5m 10 £576 9m

10
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Return on mvested capital

Return on invested capital (note 8, page 6) was
7 2% a reduction of 0 7% on last year's 7 9%
and reflects increased investment made across
the Partnership in new and refurbished stores,
extensions and 1n distnbuuon and informauon
technology systems, which will dehver benefits
n future years, as well as in investment m
IMProving our operating structures to secure
future efficiency gains

Profit for the year
Profit for the year was £136 2m, up by £8 8m
(6 9%) on last year

Net assets

Net assets decreased by £63 9m, 3 1%, 1o

£2,008 9m This reflects sigmficant investments
totalling £517 6m, including £344m 1n new
stores, extensions and refurbishments, £38m n
distribution and £98m m new informaton
technology systems, offset by depreciation and
amorusauon of £273 3m, an increase n the
pension fund deficit of £224 1m and an increase
n net debt of £28 5m

11
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Business review

Review of performance (continued)

Waitrose

Waitrose achieved sustained sales growth
throughout 2011/12, mcreasing its market
share by 0 2% to 4 1% and 1ts profits in the
second half of the year

|
Gross sales were up by £425 8m, 8 6% to |
£5 40bn, and food only hke-for-hike sales grew by |
3 6% 1

Sales excluding VAT were up £372 4m, 7 9% to
£5 07bn, and food only like-for-like sales grew by
3 0% on an excluding VAT basis

Sales density rose by 0 1% to £1,033 per square
foot but sales productvity per seling FTE
decreased to £211,700, down by £2,400 (1 1%)
on last year

Customers’ percepuon of value in Waitrose has
risen markedly in response to the mvestments
made over the past three years essental
Waitrose, Brand Price Match and increased
promouonal parucipauon, up by 4% to 27 8%
In December 2011 Waitrose came top for the
third year running in the Which? Magazine
supermarket sansfacnon survey

Product innovation was particularly strong 1n
the year with three new ranges launched Love
Life (the biggest launch since essental
Waitrose), Good to Go and Love Life You
Count The essential Waitrose range grew by
10% and Waitrose own label products
accounted for 54% of sales

There were 400,000 more transactions a week

compared to last year as customers shopped

across all formats full weekly shops in core

branches and onhne, supplemented by top-up

shopping in convemence shops This confirms

that the strategy of opening new branches

alongside the development of online and

convenience 15 the nght approach ‘

Waitrose com orders rose by 34 5% 1 the year
At the year end, the service was available 1n 152
branches Kantar Worldpanel data for the 52
weeks to 22 January 2012 showed Waitrose to be
the fastest-growing online grocery retailer

12
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Waimrose opened 29 new branches

(14 supermarkets, 15 convemence) and the
Acton ‘dark store’ for onhne deliveries only 13
new bianches were opened 1n the second half
year At the year end, the branch estate totalled
272, of which 28 are convenience shops In
September 2011 a two-site tnal of Little Waitrose
convenience shops started on Shell Petrol
forecourts in Watford and Kensington Gardens
Four more Waitrose cutlets opened at Welcome
Break motorway services duning 2011, bringing
the total to 16 These strategic partnerships play
an important role 1n the drive to make Waitrose
accessible to more people in more places

The growth of the branch network 1s supported
by a new 300,000 square foot warehouse 1n
Milton Keynes which started delivering to
branches at the end of March 2011 A new
distribuuon centre 1n Leyland, Lancashire, wll
open wn 2013 and will service the planned
expansion 1in the North of England and
Scotland

Planned investments in future growth, including
immature space and new formats, have held
back profit for the year by £15m This together
with a £1 9m 1mpact relaung to a change 1 the
basis of allocauon of pension costs, as explained
i note 2 to the accounts, resulted 1n operating
profit for the year of £260 6m, being down

£14 3m, or 5 2% on last year Operating margin
(excluding VAT) was down from 5 85% to

5 14%, operaung profit per square foot was
down 11 7%, from £60 to £53, as was operating
profit per FTE which decreased by 13 0%, from
£10,800 10 £9,400

13
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Business review

Review of performance (continued)

John Lewis

John Lewis grew sales against the background of a
challenging market and a changing retail non-
food environment

Gross sales were up by £97 4m, 3 0% to £3 33bn
and like{for-hke sales grew by 1 3%

Sales excluding VAT were up £28 1m (1 0%) to
£2 79bn, while hke-for1-hke sales excluding VAT
were 0 6% down During 2011/12 all three
Directorates, Fashion, Home and Electrical &
Home Technology (EHT), improved their
performance on the previous year’s results

Sales per square foot decreased by 2 8%, from
£691 o £672, but sales per seling FTE increased
by 3 9%, from £157,100 1o £163,200

The success of “bricks and chcks” has been an
important element of the John Lews total sales
growth Onhne trade continued to perform
strongly, up +24 2% excluding VAT against a
market that 15 esumated to have grown by 13 5%
excluding VAT, and 15 now fully integrated into
the John Lewis mult channel operanons At the
year end, ‘Chck & collect’ was available 1n all

35 John Lews shops and 94 Wartrose branches,
and 1s the fastest growing fulfilment route as
customers appreciate the convenience 1t offers
Shopping by mobile phone 1s growing rapidly and
currently two thirds of our shops have free Wik
to enable customers to check prices as they shop

During the year John Lews launched more new
products than ever before, spanning over 30
new brand imtroductions, new own brand
ranges, and more designer collaborations John
Lewrs also continued to transform presentation
in Fashion, Home and EHT Three quarters of
the shop fit mn Stratford was new concept and
John Lews extended this to the ‘at home’ stores
that opened in Newbury and Chichester in
Apnl 2012 and will be extending this to existing
shops and to the first smaller format
department store opentng in Exeter in October
2012, which will be our most integrated mulu-
channel shop The johnlewis com website wall
be fully upgraded dunng 2012

John Lews 1s the Official Department Store
Prowider to this year’s London 2012 Olympic and
Paralympic Games and 1s looking forward 1o the
umportant part to be played in the future of

Suatford as a vibrant retall centre 1n London
14
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Operating profit was £157 9m, down £40 5m, or
204% This includes a £6 4m mpact relanng to
the change 1n the basis of allocation of pension
costs as explained in note 2 to the accounts The
remaining £34 1m of dechine was a result of the
decision to ensure there was absolutely no
compromise on quality, service or value for
customers While an additional £23 8m was
mvested i “Never Knowingly Undersold”, gross
margin was substantially maintained The
opeming of a new department store 1n Stratford
City and two ‘at home’ stores in Tamworth and
Chester has impacted profit in the short term
through higher opening costs and lower
profitablity on immature space Although sales
were lower 1 nearly all our estabhshed shops, 1t 1s
the same customer shopping with us online and
n our shops and the invesunent made n service
and logisucs dnves sales in both channels
Therefore, while the profit impact was in part
muugated by reducing costs, the priority was to
serve the mult-channel] customer better than
anyone else which, together with innovation, wili
ensure our future success and therefore our
priority remains focussed on innovauon 1n
product and 1n formats

Operatung margin (excluding VAT) was down
from 7 18% to 5 66% on last year Operaung
profit per square foot decreased by 24 0%, from
£50 to £38, and operaung profit per FTE
decreased by 21 1%, from £9,000 to £7,100

15
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Business review

Business and strategy

Purpose of the Partnership

The Parmership’s reputation 1s founded on the umqueness of our ownership structure and our
commercial success As set out in Principle 1 of our Constitunon our ulumate purpose 1s the
happiness of all our members, through their worthwhile and satsfying employment in a successful
business, with success measured by our ability to sustain and to enhance cur pesiion both as an
outstanding retailer and a thnving example of employee ownership We behieve our model, where
commeicial success 1s a driving force but where the needs of Customers, Pariners, and long-term
financial amuons are balanced, represents a sustainable, compassionate and fairer form of
capitalism and a better way to do business

Strategic development — background

The Pariership owns two of the strongest retail brands in the UK. Waitrose 1s renowned for the
freshness, quality, safety and provenance of 1ts food combined with the experuse and service of a
specialist shop while John Lewis’ reputation 1s built on a strong product range and excellent
service Neither Waitrose nor John Lews depends on dominant market share but on distinctive
posttoning which secures an exceptional degree of loyalty from customers That loyalty has been
built on customers’ trust and confidence in our sourcing, pricing and quality standards and by
seiling our products impartally with consistently excepuonal service It has been reinforced by
recogmtion of our long-held desire to act responsibly and to minimise cur environmental impact
The Partnership 1s umquely placed to do this because our soaal, ethical and environmental values
are ingramed m our culure, and we consistently demonstrate this through our commument to the
COMMuUNItEs We serve

2011 has proven to be a very challenging year for all parts of the UK economy, filtening through to
a weakened consumer outlook Rising unemployment, subdued wage settlements and persistent
levels of inflanon have contnued to undermine consumer confidence We expect 2012 1o
continue to be difficult, 1n hne with many external commentators, with a continuauon of the
negative factors impacting consumers and exerung pressure on household spending, and against
the backdrop of an uncertain Eurozone However, the Partnership retains a long term outlook and
we remain committed to providing a disunctive offer and experience to our customers which
builds upon theiwr trust and loyalty

Strategic iImtiatives

To reflect the changing external economic and retail landscape, and the ambitions of the
Partnership, we have refreshed our strategic intent dunng the year To ensure we continue to
deliver agamst the Partmership’s ulumate purpose, and 10 emphasise our behef that our model 15 a
better way of doing business, we have developed three key strategic aims Going forward
everything we do will be ahgned with the intention to either unlock the potennal of our Partners,
to increase the market potential for our brands or to grow our business in an efficient manner

Despite the tough market conditions both Waitrose and John Lewis wraded well through 2011,
outperforming theiwr respective markets, although progress in the non-food sector was parucularly
hard fought In response to changing customer needs the investments we made 1n value have been
especially important In Waitrose, the continued success of the essenual range, the Brand Price
Match iniauve and promouanal pricing have reminded customers of our price/quality
relanonship Likewise, John Lewts has continued to emphasise the value within 1ts 1anges, which
when combined with widely acclaimed adverusing and the commiument to remain Never
Knowingly Undersold have given customers a reason to return to us

We have not allowed economic uncertainty to deflect us and have taken the important decision to
reorganise our business in ways which better support the multchannel business we are today We are
currently managing substantial reorgamsatons fo ensure that the Parinership remains competitive
and that our Partners remain at the heart of our service offering for many years to come

We recognise there remam new opportunities to develop our brands Within the UK, new stores
have been opened for both brands with an emphasis on exaiung new formats such as the smaller
footprint John Lewis ‘at home’ and Waitrose convenience Adchuionally we have taken our brands
to new markets through the John Lewis international website and the expansion of the Waitrose
export business We contunue to experience strong growth from our online operauons as
customers increasingly embrace a mult-channel approach to retail, and we will conunue to invest
i 1mproving the ease with which our customers can interact with us through nnproved web and
mobile presence and imnanves such as Click & collect

16




John Lewis Partnership ple annual report and accounts 2012

Business review

Resources and relationships

Partners

Our culture

Our key aim 15 1o be a better and successful way of doing business, by puttung the happiness of
Partners at the heart of what we do and genunely increasing their advantage Itis the
embodiment of an 1deal, the outcome of nearly a century of endeavour to create a different and
better sott of company, owned 1n trust for our Pariners and dedicated to serving customers with
honesty, flair and fairness

Because the Partneiship 1s owned in trust for members, they also have and share the
responsibihties of ownership as well as 1ts rewards - profit, knowledge and power

Our three Partner Commtments set out below help us to bring Pninciple 1 of our Consutuuon to
life through responsiblity, relanonships and influence

*  Take responsibility for our busiess success — We take responsibility to dehver the right
experience for all of our customers and generate profits for us all to share

¢ Build relationships powered by our principles — We build relanonships based on honesty,
respect and encouragement We expect these behaviours of each other and demonstrate
them at all umes

»  Create real influence over our working hives — We take every opportumty to develop
ourselves, balance work and bife pnonines and support each other

Our Partners will tell you that the John Lews Partnership feels ike a very special place to work
We beheve our distinctve culture — our spirit = lies at the heart of this feeling As a Partnership, we
are a democracy - open, fair and transparent, and there 1s a true sense of belonging to something
so unique and highly regarded Our profits are shared, our Partners have a voice and there s a
true sense of pride The Commitments underpin the relatonships we have with customers, the
communiues we trade 1 and our supphers

We also create and nurture a culture of inclusmty by valuing the differences of those who are
engaged 1n the Parinership, whether as Partners, customers, suppliers or as part of the wider
commumty Embracing inclusion and diversity shows that we are open to all who want to work,
shop and wade with us From an employment perspectve it helps us to attract, retain and develop
Partners while developing a creative and imnnovative culture and bemng open 1o new suggestions
and ideas Diversity in the Partnership 1s based on three values

. Partners are treated as indmduals and with respect, honesty and fairness

*  Our employment pohcies are fair and provide equal opportuniues for all, regardless of age,
gender, ethnicity, social background, religion, disability or sexuality

*  We respect and reflect the communities within which we trade

Talent development
The Partnership wants to provide meaningful work and careers for Pariners, where they can fulfil
their potenunal by taking on new challenges and opportumues To achieve this the Partnership

*  Aims to promote exisung Partners with the night skills and capabihiues rather than recruting
externally

*  Helps Partners to learn as much as they can about the Partnership and our acuvities
¢  Prowides knowledge and wramning to help Partners carry out their responsibiliues better

¢  Encourages and supports Partners in general educanon and interests in fields that are not
directly work related
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Resources and relatronships (continued)

Partners (continued)

We aim to provide exemplary leadership that empowers Partners to deliver first class customer
service 1n each one of our John Lewis department stores and at home stores, Waitrose
supermarkets and convemence stores, online and other retail channels Our Partners are
equipped to do so through their atutude, behaniour and skalls, supported by firstclass training,
learming and development

Benefits

Our reward strategy aims to provide a Total Reward Package that offers competuuve pay and
disuncuve market leading benefits, such as our noncontnbutory defined benefit final salary
pension scheme for those Partners who stay with us for more than three years For those in their
first three years, a defined contnbuton scheme 1s available where we will match Partner
contributions up to 6%

A significant’element of Partner reward 1s the Partnership bonus This 1s shared equally as a
percentage of annual pay amongst all Parwners at all levels up to and including the Chairman In
2011/12, this was 14% of pay which 1s equivalent to over 7 weeks pay at a total cost of £165 2m
Thas 15 a shared bonus for shared effort

We also aim to provide opportumues for Partners to have a choice 1n benefits and leisure
activities, recogmsing the growing diversity of the Partnership

Corporate Social Responsibility (CSR)

The Parmership 1s committed to responsible growth and conducung 1ts day to day business in a
responsible manner The Partnership spirit, 1ts intrinsic values and culture, allow us to balance
environmental, social and ethical principles with the sound business practices needed for
sustamnable commeraial success This, we believe, amounts to a better way of doing business Find
out more about the Partnershaip Spint at waww johnlewispartnershup co uk/about/the-partnership-

speret himi

As the UK'’s largest example of worker co-ownership, people come first All 81,000 of our
employees are Partners and they play a crucial part in the Partnership’s conunued success
Pariners embody the Partnership’s principles of respect, integnty and courtesy — and increasingly
they help our business find new and innovauve ways to make our operations, products and
services more sustainable

We retained our platinum level status in Business in the Community (BITC) 2012 Corporate
Responsibility Index We also won the CSR and sustainable constructuon awards at the inaugural
People and Environment Business Awards in January 2012

We remain commitied to openly communicating our CSR acuwity, achievemenits and challenges
Detailed informaton 1s included within our CSR Report which can be found on the Partnership
website, uwune johnleunspartnership co uk/csrreports

Governance and risk

Effecuve governance and nisk management are essenual (o ensunng we meet our stakeholders’
needs in the long term Our CSR governance arrangements are key to driving our CSR
programmes forward and to continuing to embed CSR 1nto our everyday business practices

In order to decide where to focus our efforts we assess and prioniuse CSR nisks, opportuniues and
msight by engaging with a wide range of stakeholders This process enables us to increase our
responsiveness to stakeholder concerns, find new ways to reduce our impacts and maxunise
opportunues, balance business efficiency with economtc success and, ulumately, continue to
make the Partnership more compeutive, profitable and sustainable

Sustainable retailing

‘The Waitrose way’ and John Lewis’ ‘Bringing Quality to Life’ are the banners our two trading
dvisions use to share their CSR strategy and commitments with Parwmers, customers, supplers,
and other key audiences They allow them to message thewr disunct and specific CSR propositions
and acuvities while delivering the Partnership’s overarching CSR communents
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‘The Waitrose way’ 1s

*  Championing Briuish — We beheve i always bringing people home-grown food and produce
at 115 very best, celebrating the Briush food season and working with the best local and
regional suppliers

¢ Treading Lightly - We beheve 1n making the nght choices for the environment by reducing
packaging, waste, water and CQ. emussions, and sourcing our food and raw matenals
respensibly At Warttrose, product stewardship and maintaiming the highest levels of
agricultural and environmental management are our key focus at home and abread We look
closely at our operational impact on the environment and ask all own-label supphers to
reduce their business footprint too

s  Treatng people fanly — We believe 1n treating our customers, Partners, farmers and supphers
fairly as well as supporung local chanues and commumty groups through our Community
Matters and Partner volunteering schemes

¢ Living well - We believe that eating well should be enjoyable We provide a wide range of
maginative and nutriuous choices to inspire people 1o eat more healthily and are ahead of
targets for salt reducuon

John Lewis ‘Bringmg Quality to Lafe’ 1s

* A better way of doing business — Bringing quality to hfe through a better way of doing
business, from our unique Partnership structure to cur commitment to reducing our tmpact
on the environment

*  Encouraging sustainable lving — Bringing quality to life through the products and services we
sell by ensuring they are responsibly made and by helping customers choose and use them 1n
ways that are more sustainable

¢  Community hinks — Bringing quahty to life through the commumues we touch, whether local
to our shops or to our suppliers throughout the world

These areas of “The Waitrose way' and ‘Bringing Quality 10 Life’ collecuvely address the areas
which matter most to the Partnership and its stakeholders

*  Our people (our Partners),
. Our customers, products and suppliers,
. Our communities,

. Our environment

Customers, products and suppliers

The Partnership’s vision 1s for long term sustainable nading We are committed to selling
responsibly sourced products, dealing fairly with supphers, engaging with and acung 1n the
mnterests of our customers and provniding excellent value and unrivalled customer service

In 2011 Waitrose came first in Which? magazine's super market survey of over 12,000 shoppers and
John Lewis was voted Britain’s favounte retailer for the fourth year running by retail analysts
Verdict

The Partnership works with over 5,000 supplers to sell quahty products, supported by ethical and
environmental standards and policies, paying them a fair price and helping them to remnvest in
their businesses
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Customers, products and suppliers (continued)

In June 2011, the Partnership jomed the Ethical Trading Imuauve (ETI), a collaborauve
arrangement between businesses, trade untons and NGOs which aims to improve the lives of
workers internauonally

The Partmership has two supply chan foundations the Waitrose Foundauon established 1n 2005,
which contnibuted £550,000 to paojects supporting communities in Waitrose's supply chain in
African 2011/12, and the John Lewis Foundauon which has invested £58,500 1n 2011/12 1n
projects which support and service the communiuies where John Lewis products are sourced

Community

Local investment

The Partnership believes 1t can play a vital role in creanng vibrant and sustamable town centres
and aims to create comfortable, attracuve environments for customers, bwld stronger
relauonships with our neighbours and attract, train and recruit local people The Waitrose Effect
and John Lew:s Effect documents {available on wwuw johnlewspartnership co uk) provide further
detait on this approach

Charitable and community investment

% change on

2010-11 2011-12 last year
Total value of all chantable and community
Investment contnbutions* (Em) a8 109 23 9%
Community investment as a % of
Profits before Partnership bonus and tax (%) 2 40% 307% 27 9%

* Includes cash, m-kind, time and management costs as defined by the London Benchmarkig Group model and also
tneludes the donations for chantable purposes detailed on page 38

Community programmes included

e The Partnership donaung over £3m 1n 2011/12 to a wide range of chanties and community
groups through Community Matters

*  Prowiding Community Rooms which was launched in 2011 whereby Waitrose and John Lews
shops make therr meeung and raimng rooms available free of charge to local chanues and
community groups

¢ The Partnership-wide payroll giving scheme which 1s well estabhshed enabling Paitners o
make tax-free chantable donatons directly from their pay

*  The Golden Jubilee Trust which 1s the Partnership’s flagship employee volunieering scheme
where any Partner can apply for a full- or part-ime volunteenng secondment with a UK
registered chanty for up to six months In 2011/12, this scheme saw 21,000 hours awarded to
58 Partners for 57 UK charitnies
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Environment

As a minimum, the Partnership meets or exceeds all relevant environmental legislaton Where no
environmental legislanon exists we will seek 1o develop and implement our own appropriate
standards We take all reasonable steps to manage our operations so as to minimise our
environmental impact and to deliver excellence it environmental practice across our business

Environmenti Performance Indicators

% change on

2010-11 2011-12 last year
Total greenhouse gas (GHG) emissions (CC:e) 517,018* 530,147 25%
Transport related CO:ze ermissions
(tonnes/ £m sales) 8 g* 87 (1 %
Wartrose refrigeration and cooling direct
emissions (COze tonnes) 64,385* 60,963 (5 3)%
Proportion of generated waste diverted
fram landfill (%) 81 89 99%
Waitrose shop water consumption
(cubic metres per sq ft trading floor area) 017 013 (23 5Y%
John Lews shop water consumption
(cubic metres per sq ft trading floor area) 011 012 91%

* Emassions data was revised for 2010/11 to take account of updated emission factors 1ssued by DEFRA

During 2011, we focussed our efforts on embedding our carbon footpnnt reducuon programme
This includes a target to reduce operational carbon dioxade (CO-2) equivalent emassions by 15% by
the end of 2020/21 against a 2010/11 baseline

It was anucipated that emissions would rise for a couple of years before decreasing in response to
the implementation of a range of emissions saving projects Our CO: equivalent emissions grew by
25% 1 2011/12 to 530,147 tonnes, a period i which gross sales grew by 6 4%

In order to reduce our operatuonal emissions the Partnership 1s focussed on

¢  Energy
In 2011/12 energy efficiency of our shops improved by 8 0% 1in Waitrose and by 2 8% 1n
John Lewis During 2011, we built two pilot energy centres at East Cowes on the Isle of Wight
and at Bracknell, Berkshire where liomass fuelled combined cooling, heaung and power
plants will provide energy o the adjacent Waitrose stores

¢+  Transport
Against our target to reduce transport CO: equivalent emissions by 15% relauve to turnover
by 2013, we have made an improvement of 7 9% against our 2005/06 baseline Progress has
been achieved by reducing miles driven using smart scheduhing, minimising empty vehicle
Journeys, increasing the use of double deck trailers and improving loading efficiency,
improving fuel consumption by optimising drniving styles, reducing drag through the
widespread use of aerodynamc aids, and using alternative fuels such as pure plant oil,
hio-methane, natural gas and electnaty which reduce emissions and improve local air quahity
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Resources and relationships (continued)

Environment (continued)

. Refrigeration
Wait ose stopped using hydrofluoraocarbons (HFCs) for refrigeravon n all new and refitted
shops from 2010 74 shops had our new low carbon refrigeraton system mstalled by the end
of 2011/12 As a result of this new system and our leakage reduction programme, Waitrose's
direct refrigerauon and coohng CO: equivalent emissions have been reduced by 5 3% since
last year and 24 5% since our 2008/09 baseline

s  Waste
We diverted 89% of our operational waste from landfill last year, by segregaung more
recyclable material by source, recovering energy from unavoidable food waste 1n an
mcreasing number of shops, and processing general waste through Matenals Recovery
Facihues (MRFs} to extract recyclable elements from the residual, unsegregated waste
During 2011, a suite of new recycling bins were installed in most Partner diming 10oms o
capture a larger proportion of recyclable waste such as vending dnnks botues, disposable
cups, newspapers and magazines

. Water
We conunue to introduce automauc metening, the majonty of our retail and non-trachng sites
now have this technology The Parinership delivered an improvement of 23 5% over the prior
year 1n Waitrose 1t shop water consumption per square foot of trading floor area However John
Lew:s water consumption increased by 9 1% to 0 12m® per square foot of trading floor area

Responsible development

Our Responsible Development Framework details our approach to the development and
refurbishment of our shops, offices and warehouses which can be found on the Partnership
website wuww johnlennspartnership co uk/esv/owr-environment/responsible-development himl

New construcuion sites continue to be registered and regularly assessed under the Considerate
Constructors Scheme Our new Waitrose shop in Stratford City was awarded BREEAM
‘Outstanding’, the first BREEAM post construction ‘Outstanding’ rated retail building 1n the world
Packaging

We place over 130,000 tonnes of product packaging on the market each year We contribute
towards investment in domestic collectuon and public recyching centres, promote packaging
recyclability and explore ways to optimise our packaging More mformauon 1s available on our
website, wunw johnlennsparinership co wk/csr/ourenvironment/mmmsing-packagrg himl,
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Risks and uncertainties

Our nsk management strategy 1s consisient with our founder’s philosophy to run the Partnership
on sound principles of good governance, to actively identify the risks being run in the business
and miugate them to the extent considered appropriate io safeguard the Parmership, both 1its
business and its reputauon We therefore adopt a disaphned and proactive approach to balancing
risk and reward An overview of the principal nisks and uncertamties facing the Partnership along
with mitigating actions in place 1s set out below

Economic

As a retatl business based and operaung predomimanily in the UK, the Partnership 1s parocularly
exposed to any economic downturn which could affect consumer confidence and therefore
spending, most significantly in the Department Store and non food business

The strength and diversity of the Waitrose and John Lewis businesses and iands, alongside our
growing mulu-channel and online strategy, and together with developing adjacent services
businesses, forms an effective means of managing economic nisk in the current retail
environment Ou 1ange and diversity of products and services bring us into compeuuon with a
wide range of UK and internautional retailers in largely mature market segments with low
underlying growth For this reason we cononually focus on maintaining our pre-eminent product
quality, customer service and supplier relanonships, whilst retaining ocur compeuuve position,
including 1n value and pricing, enabling us to maintain our appeal

Financial nisk

The principal financial risk which we face 1s the ability to generate and access sufficient funds to
satisfy our business needs, to meet our Partners’ expectations for Partnership bonus and to
mitigate against any adverse financial impact resulung from nsks crystallising, including those
identified 1n our business planning process The other financaial nisks, together with mitigations,
are covered 1n more detail below and 1n note 22 to the accounts

¢  Funding and hqudity
Laquichty requirements are managed 1n line with short and leng term cash flow forecasts
hinked to our trading patterns, business plans and budgets and reviewed against the
Partnership’s debt porifcho and matunty profile Details of the Partnershap's borrowings,
together with their interest rates and matunty profiles, are provided 1n note 25 to the
accounts

¢  Interest rate rnisk
In order to manage the nisk of interest rate fluctuanons the Partnershup targets a rauo of
fixed and floaung rate debt in line wath 1ts reasury policy Exposures to interest rate
fluctuatons are managed using interest rate swaps Details of the Partnership’s borrowings
and 1nterest rate exposures are provided in note 25 o the accounts

*  Foreign currency nisk
The Partnership uses dervatives to manage exposures to movements in exchange rates
ansing from transactions with foreign supphers Foreign currency exposures are hedged
primanly using forward foreign exchange contracts Details are provided 1n note 22 to the
accounts

. Credat risk
The Partnership has no significant customer credit nsk due to transacuons being principally
of a high volume, low value and short matunty Cash deposits and other financial instruments
give nse 1o credit nisk on the amounts due from bank counterparues These nsks are
managed by restricung such transactions to counterparties with a credit raung not less than a
Standard & Poor’s equivalent ‘A’ rating and designating appropnate hmus to each
counterparty

¢ Capatal nsk
The Partnership maintains a capal structure which 1s consistent with an mvestment grade
credit rating and mamtains a prudent level of gearing
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*  Energynsk
The Partnership operates risk management processes for the procurement of energy
associated with 1ts activities

*  Insurable nsk
The Partnership’s captive insurance company, JLP Insurance Limited based in Guernsey,
provides remnsurance of the Partnership’s employer’s, public and vehicle third party habality
insurances and of the Partnership’s healthcare insurance cover It also remsures extended
warranty cover purchased by customers of John Lewis

Pensions nsk

Our pension obligation represents our longest term risk and 1s of critical importance

The Pension Fund assets are held in separate funds administered by the Trustees, who delegate
day-to-day management of ithese funds to a number of investment managers Our pension
arrangements and funding position are explained 1n note 24 to the accounts We have executed a
deficit miugaton strategy over the past six years which means our Pension Fund on an actuarnal
basis was in surplus at the ume of the most recent actuanal valuation i March 2010 and 1s
esumated to be 1n balance currenily We actively monitor the outlook of asset and hiabilines
performance against the assumpuons set both on an accounting and actuarial basis on a monthly
basis and are finahsing a formal framework for managing the Financial and Investment Risk of the
Pension Fund proacuvely rather than retrospectively The hquidity risk 1s managed by ensuring
the annual contribuuon to the Fund more than covers 1ts outgoings and that income generated
from the mnvestment acuviies 1s more than adequate to cover any short fall that may occur 1n
excepuonal circumstances

Input cost mflation

Input cost price inflation 15 a nsk to our businesses and as a result we closely monitor the
environment to ensure that we are obtaining the best value, at a fair price, for products and raw
matenals that we source We also continue to focus on delivering operational efficiencies, which
will help offset these increases, through a number of efficiency programmes and iminauves as well
as through our financial hedging strategy for future foreign exchange and energy pncing
exposure

Human resources

The successful delvery of key strategic projects, such as the implementauon of new systems, the
reengineering of business processes or major infrastructure development, 1s of paramount
importance to the Parinership as they improve the efficiency and resihence of our operauons
whilst providing a strong platform for future growth The successful delivery of these projects
depends on the resources and skills sets available to the Partnership Our Personnel strategy amms
to ensure that the Partnership possesses the appropriate skills and resources required to dehver
these projects Resources are conunually reviewed and ahgned with the business criucal pnionues
Skulls gaps are addressed through first<lass training and development of Partners When the
required skills are not available due to resources constraints or their hughly specialised nature the
Partnership will recruit these externally

Customer offer

Bioadening our mulu-channel offer and extending our customer base are key to the Partnership’s
growth ambitions We also recognise that the pre-emiment quahty of our products and customer
service 1s critical to the Partnership’s success, and a detenoration of these would impact cur
business The Parinership has a clear muluchannel strategy to extend 1ts reach whalst leveraging
our online position with our estabhished footprint In addiuon, we regularly review our customer
and service strategies that include ongoing category and range reviews, whilst contnuing to invest
1n our store environments and our multi-channel offer
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Health and safety

The Partnership 1s committed to going about its business in a way that avoids, so far as 13
reasonably pracucable, causing harm to people or property, and to promoung, through its
extensive occupational health service, the wellbeing of 1ts workforce This commuitment underpins
our approach to health and safety, with Board level responsibility being carned by the Director of
Personnel, supported by specialist technical adwisers 1n safety and occupational health employed
within the divisions We cannot expect to ehminate health and safety nisk totally from the
workplace but our current priornty s to ensure that management at all levels know and
understand the rsks within their areas of responsibility We review, across the business, the quality
and effecuveness of our risk assessment and incident investigation processes and the completeness
of our health and safety management systems, and enhance our systems and measures to support
a proactuive approach to meeting our commuments to the safety and well being of our Partners,
supphers and customers

Business contiuty and disaster recovery

Any signmificant mcident, such as a terronst attack, pandemic flu outbreak, informaton loss,
e-crime, or an event which impacts upon our mamnframe systems or key support funcuons, could
severely compromise our ability to trade Reporung to the Finance Director, the Head of
Operauonal Risk Management keeps our Business Conunuity capability under review and
continues to refine 1t for all sigmificant business areas

Other sigmficant risks and uncertainties

Regulatory, pohtical, fraud, comphance (including tax complance) and operational risks are
other sigmficant risks and uncertainues that face the Partmership for which miugaung actions are
in place, under the oversight of the Head of Operattonal Risk Management, the Director of Tax,
Treasury and Insurance and Director of Legal Services and Company Secretary

Compliance statement

This review has been prepared 1n accordance with section 417 of the Compames Act 2006 The
review's intent 1s to provide informauon to Partners and shareholders It should not be relied
upon by any other party o1 for any other purpose

Where this review contains forward-looking statements, these are made by the directors in good
faith based on the information available to them at the ume of their approval of this report These
statements should be treated with caution due to the inherent uncertainuies underlying any such
forward-looking mformauon

Other information

Addinonal finanaial and non-financial informauon, mcluding press releases and year end
presentauons, can be accessed on our website, wuw pohnleunspartnership co uk.
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DIRECTORS
Charhe Mayfield A

Execuuve Chairman since March 2007
Member of the Board since 2001 Jomned the
Partnershup 2000 Also Chairrman of the UK
Commussion for Employment and Skills

Johnny Aisher 1#A

Clerk to the Partnership Council since
2004 Member of the Board since 1999
Jomned the Partnershup 1985

David Anderson #A

Jomed the Board as a non-executive
director in February 2011 Vice Chairman
and Semor Independent Director of NFU
Mutual Insurance Society Limited,
Chairman of the Reclaim Fund and a non-
executive director of Mutuo

Dawid Barclay #A

Deputy Chairman since March 2007

Jomed the Board as a non-executve director
mn 2006 Also holds non-executive
directorshups with Wessex Water Services
Limited and the British Library

Anne Buckley 11

Registrar, John Lews Victona A since 2010
Member of the Board since 2003
Jomed the Partnershap 1985

Marisa Cassoni

Finance Director since 2006 when she joined
the Board and the Partnership Also holds
non-executve directorship with GFI Group

Inc and 1s a Trustee Governaor and director of

The Peabody Trust, Nuffield Health and the
Canal and River Trust Was a member of the
Accounung Standards Board unul March

2011 and 15 a member of the CBI Economic

Affairs Committee

Simon Fowler t#

Managing Director, John Lews, Oxford
Street since February 2011 Member of the
Board since May 2010 Jomned the
Partnership 1986 Also Chairman of the
Employee Ownership Association

OFFICERS AND ADVISERS

Director of Legal Services and Company
Secretary — Margaret Casely-Hayford

Auditors — PricewaierhouseCoopers LLP

Solicitors — Hogan Lovells

Bankers - Royal Bank of Scotland PLC

Baroness Hogg #1

Jomned the Board as a non-executne director
in February 2011 Charrman of the Financial
Reporung Council and Fronuer Economics
Limued and Senior Independent Director of
BG Group plc Also Lead Independent
Director of HM Treasury and a Semor
Adviser to the FSA.

Tracey Killen

[hrector of Personnel since Apnl 2007,
when she joined the Board
Joined the Partnership 1982

Patrick Lewis #

Partners’ Counsellor since February 2009,
when he joined the Board Joimned the
Partnership 1994 Was a director of Ocado
Limited and QGcado Group ple, unul 11
February 2011

Kim Lowe tA

Managing Director, John Lews, Glasgow
since June 2010

Member of the Board since July 2007
Jomed the Partnership 1982

Mark Price

Managing Director, Waitrose since
Apnl 2007 Jowned the Board 2005
Jomed the Partnership 1982 Alsoa
chrector of Channel Four Television
Company Limned and Chawman of
Busimess in the Community

Tony Probert t3

Branch Manager, Waitrose Farnham since
2005 Member of the Board since May
2010 Jowned the Partnership 1977

Andy Street

Managing Director, John Lewis since
February 2007 Member of the Board
since 2002 Jomned the Partnership 1985
Also a director of London First,
Performances Birmingham Limited, and
Greater Birmingham and Solthull LEP

Registered Office

171 Victoria Street, London SWIE 5NN,
Incorporated and registered wn England
No 238937

Transfer Office

Caputa Registrars, The Registry,
34 Beckenham Road,
Beckenham, Kent BR3 4TU




Margaret Casety-Havford
Dhrector of Legal Sevvaces

John Lewis Partnership plc annual report and accounts 2012

Darectors’ report

Principal activity and busimess review

The principal acuwity of the group 1s retailing with the main trading operaunons being the
Waitrose and John Lews businesses The company controls the entues hsted in note 32,
compnsing 29 John Lewis department stores, 8 John Lewis at home sto1es, johnlewis com,

246 Waitrose supermarkets, 31 Waitrose convemence stores, waitrose com and business to
business contracts in the UK and abroad and ancillary manufacturing activities A review of the
business and likely future developments 15 included separately in the Chairman’s Statement and
Business Review on pages 2 to 25,