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Winning in the new era of retail

* Retail worldis transforming more quickly than ever before
* Current challenges, long-term opportunities

 Tescoisuniquely placedto lead
— Sustainable, competitive advantages built up over many decades
— Anticipated the change —strong positions in convenience, online and digital
— Reinventing and investing in physical stores

— Developing and seamlessly integrating new channels

TESCO



An unrivalled family of brands
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Customer loyalty will be even more
important in the new era




What does Tesco stand for?

* Foreveryone:
— Delighting customers —whoever, wherever, whenever
— Qutstanding value — unique ability to understand each individual’s needs
— Ease and simplicity
— Everyday needs met like no-one else can

 Most tailored and personalised offer
* Tobeloved by customersinaseamlessly connected world

TESCO



What’s changing?

« Accelerating growth in new channels
— Investing to ensure we emerge as winners in the new era

* Allocating sufficient resources to deliver the most compelling customer offer today
— Sharper prices, improved quality, stronger ranges, better service
— Goingfaster with large-store refresh programme

* Further measures taken to free up resources

— Group-wide capexreduced to <£2.5bn peryear, for at least three years

— Productivity and overhead savings

* Financial framework remains appropriate for the medium term

TESCO
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Christmas highlighted
within the industry

Blinkbox

Online clothing

Online general
merchandise

@ Online grocery

Express

N
N
~\

Overall

UK LFL" Large stores

*Overall UK LFL (Inc. VAT) includes statutory adjustments. Select sales statistics shown.

the trends

Consumer-driven trends

Strong growth in online

— Rapid online migration now a mainstream consumer trend

— Customers increasingly blurring boundaries between online and
offline

\— Smartphone and tablet penetration gaining pace

~

Strong growth in convenience

— Risein small missions as more customers seek to buy local, little
and often

— Fuel prices still an issue for many consumers

\_

Long-term trend towards smaller households continuing

)
~

Large out-of-town formats under pressure

Affected by consumer channel shift to online and convenience
Some customers appear to be adopting ‘new norm’ of frugality
Increased levels of competition

/IIII

)
~

GM transformation programme holding back sales in short-term/




These consumer trends have been

building for some time

Two year sales growth — Kantar 4 week data
AL

Year-on-year sales growth

Feb'12

Jan'14

=== (nline grocery ====(Convenience ====|arger stores

Consumer-driven trends

Strong growth in online
— Rapid online migration now a mainstream consumer trend
— Customers increasingly blurring boundaries between online and
offline
k_ Smartphone and tablet penetration gaining pace

~

Strong growth in convenience

— Risein small missions as more customers seek to buy local, little
and often

— Fuel prices still an issue for many consumers

Long-term trend towards smaller households continuing

\_

/
\

Large out-of-town formats under pressure

Affected by consumer channel shift to online and convenience
Some customers appear to be adopting ‘new norm’ of frugality
Increased levels of competition

GM transformation programme holding back sales in short-term/

/
\

Source: Kantar Worldpanel 4 week Total Till Roll data to 5 January 2014.
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We have a high level of exposure to
larger stores

% of retailer space by store size  More than half of our spaceisin
(excluding stores <10,000 sq ft) Iarge stores

10-30k | 30-50k | 50-70k | >70k
sqft | sqft sqft saft e Exposure compounded by

Tesco 20%  24% $27% 9%, existing space allocation

SS
——————————

CompetitorA 8% 29% 39% 24%  Compared to our nearest large

store competitor we still have:
CompetitorB  22% 35% 30% 13%

CompetitorC  28% 62% 10% 0%
CompetitorD 88% 8% 4% 0%

— c.2times the space allocated to
consumer electronics

— Half as much space allocated to
clothing

Source: Internal database and Local Authority records.



We have been clear about what we
need to do for some time

— Sharper prices, improved quality, stronger ranges, better service
— Afocus on building customer loyalty

— Thereinvention of our large store formats

— The transformation of non-food — first Clothing and now GM

— Convenience stores tailored to their customers

— Provision of added value products and services

— Seamless connections for customers
* Building a Better Tesco has strengthened the foundations

 We are now accelerating the rate of improvement for customers




We leverage our skill and our scale
in ways others cannot

* Globalsourcingscale

* World-class supply chain and logistics

* Strong people, processes and systems

* Great store locations, multiple formats

* Profitable online grocery business

* Strong own-brands and services

e Unrivalled customerinsight

* Most loyal customer base

* Banking and telecoms services

10



We will accelerate our rate of
leverage with our new capabilities

* Globalsourcingscale

* World-class supply chain and logistics

» Strong people, processes and systems

Most compelling offer for our customers in
the multichannel era

* Great store locations, multiple formats

* Profitable online grocery business

Differentiated, added-value services across
the business

* Strong own-brands and services

e Unrivalled customerinsight

Multichannel leadership — everyday needs in
one place

* Most loyal customer base

* Banking andtelecoms services

Seamless experience —connected elegantly

TESCO
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All underpinned by our focus on the
most compelling offer for customers

Global sourcing scale

World-class supply chain and logistics

Strong people, processes and systems

Most compelling offer for our customers in
the multichannel era

Great store locations, multiple formats

Profitable online grocery business

Differentiated, added-value services across
the business

Strong own-brands and services

Unrivalled customer insight

Multichannel leadership — everyday needs in
one place

Most loyal customer base

Banking and telecoms services

Seamless experience —connected elegantly

Sharper prices Improved quality

Strongerranges Better service

TESCO
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We have already taken important
steps

* |Improvements across the offer under Building a Better Tesco plan

* Alreadyreduced ourinvestment in new space

— From 2.5m sq ft peryear at peak to c.1.4m sq ftin 2013/14"
 Transformed F&F

e Started our GM transformation programme

 Developed, trialled and piloted key ‘ingredients’

T E SC O *2013/14 forecast comprises c.1.1m sq ft Tesco space, ¢.0.2m sq ft One Stop space and ¢.0.1m sq ft Dobbies space.



Customers are yet to feel the
benefits of the emerging recovery

Growth inincome and expenditure

5.5%

. . . = Net
* Squeeze ondiscretionary income 50% 1 — income
continues and will remain 4.5% N - Feeentil
. ] ) S 4.0% N_"
— Increasing cost of housing, especially £, _—
utilities, means essential spending " 3.0% —— I
growth is likely to outstrip income 2.5%
2.0% . . . . .

grOWth 2013 2014 2015 2016 2017

e Least afﬂuent consumers Seeking Changein discretionary income by affluence
.. 0% - . _
out new ways to limit overall spend 2009-13

] -
o 2014-16

— Cap on benefits means the least
affluent will continue to be hard hit

-49% -

-6%

% change

 Middle-income families forced to -
make choices to maximise overall oo
value 12%

Least affluent Mid-income

Source: Experian Income Tracker.
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The UK market is more competitive

* [ncreased promotional intensity
* Proliferation of price-led marketing
 Continued space growth

 Rapid growth and new entrants in
convenience and online grocery

 Recent expansion of discounters
and premium players

Source: Kantar Worldpanel Share of Grocers 4 week Total Till Roll data to 5 January 2014.

*Including Safeway.
() = % pt market share movement since 1992.
Discounters = Aldi, Lidl, Netto, Kwiksave.

Market share (%)

35.0 A

30.0 A

25.0 A

20.0 A

15.0 -

10.0

5.0

0.0

N ¢ )
= W' M‘ Waitrose ¢.5% (+2)

UK market share 1992 to 2013

Tesco c.30% (+14)

Asda c.17% (+8)

AT
SVgeN «'W““""” v
Sainsbury c.17% (-2)

g W Morrisons” ¢.12% (+9
ooz o

Discounters ¢c.7% (-1)

-

1992 1995 1998 2001 2004 2007 2010 2013
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Uncertainties about the future remain

 Consumers are yet to benefit from the emerging economic recovery
 The pace of transition of consumers to online is still unclear

* The industry will remain intensely competitive

TESCO
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We are going to lead the industry

 We are focused on delivering the most compelling customer offer
 We areretaining the flexibility to act accordingly
* Having tested the ingredients, we are going faster

 We are spending much less on new space
— Group-wide capex <£2.5bn for at least three years

— Furtherreductionin net new Tesco spaceintheUKto0.7msqftin14/15

* We will be the benchmark for multichannel service

TESCO
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We are moving from a first curve
to a second curve

New, differentiated
brands and services

Pioneered home
shopping

Build advocacy
through content

BI'ICkS & Strong own-brands ‘_

Mortar #

Invested in stores

Personalisation
m ‘ i

.
CLUBCARD

Launched
Clubcard

Bricks &
- I‘“\ Accessible CIiCkS

everywhere

18



How businesses bridge the gap
between the first and second curve is crucial

Multichannel

Reinvent

Tactical changes

Do nothing

19



Our strategic priorities remain
the same

1. Continuing to invest in
strong UK business

2. Establishing multichannel
leadership

3. Pursuing disciplined
international growth

20



CONTINUINGTOINVESTINA STRONG
UKBUSINESS

TESCO
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What does Tesco need to win?

Sharper prices, Differentiated,
improved quality, added-value
stronger ranges, products and
better service services

Continued
leadershipin
convenience

and online

22



What does Tesco need to win?

Sharper prices, Differentiated,
improved quality, added-value
stronger ranges, products and
betterservice services

Seamless

multichannel
offer

Continued
leadership in
convenience

and online

23



We began our journey to Build a
Better Tesco in 2012

JA M =

Service & Staff Stores & Formats Price & Value

N -

Range & Quality Clicks & Bricks




Strengthening the foundations
Service & Staff ‘*

 |nvested £200m in additional hoursin12/13

 Making Moments Matter —over 250,000
colleagues helped to give great service

* Right hours, right place —we have moved over
300,000 hours inlast 12 months

 +40% increase in proportion of customers rating
customer service and staff helpfulness as

Overall customer service and staff

helpfulness is excellent exce”ent

140
136
131

100

Sept Feb Aug Jan

25



Strengthening the foundations
Stores & Formats m

* Over athird of our estate Refresh |
has benefited from refresh
programme in last two years

since March 2012 * Includes Watford, Purley and Coventry pilots

Superstore m c.s%
Strongest results from most recent Refresh work

. r ults fr { r
. inupli u improvi i
= Metro | £tom | eJ%

Good margin uplifts due to improved mix

* Positive customer response

» Strong uplifts driven by tailoring to shopping missions

* Sales, profit and margin + Schingh s B

= Extra = Superstore E
= Metro = Express Xpress

L] .
ahead of equivalent o ey | ondenlocsto anniece Rt rogram
non-refreshed stores

 Developed and tested
‘ingredients’ for reinventing
large stores across our

estate T o W 1 e

\ \\ﬂ'x
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Strengthening the foundations
Price & Value =

Price matching/beating vs competitors

 Anew price approach —trusted,
stable, logical and competitive

Price Promise
launched

 Reduced price errors by >50%
 Launched Price Promise

% excellent / very good

3 —— = —

e Drivenimprovementsin all e e e e e e e

T YT YT YT YT T YT YT YT YT T YT YT YT YT YT YT YT T T v v
||||||||||||||||||||||

customer price perception £E532388

measures in-store and online ii i

Asda’s prices. Sainsbury’s deals. Morrisons’ offers.
Matched by Tesco.

TESCO EZuvswy itttz halps

PROMISE

yyyyy at Asda, Sainsbury's
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Strengthening the foundations

 Materially improved 8,000 products
in our core Tesco range

 Re-launchedranges —Everyday
Value, finest*, Healthy Living UAUTY

* Introduced industry-leading Fﬂﬂ“
authenticity tests AWARDS

* Fresh quality perception improved
by over 6% 2“'3

* Awarded Quality Food Awards f*.*“* *
Retailer of the Year 2013 ! A T

28



Strengthening the foundations

Love every drumstlck glazmg
sizzle braving pinny wearing

British chicken mouthful Z=22

e every mustard dip

Love every creamdripping
red chin dribbling @ picnic
rug stamlng sweet British

| d mouthful =2

béarnaise smothered juice

oozing @@ plate mopping
21 day aged mouthful z=2

oo o et eyl
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Strengthening the foundations

e Foodback atthe heart of our
communications

* Love Every Mouthful

* More value delivered to customers CLU BC/\RD

through Clubcard Evewy lttte holps
— Clubcard Boost and personalised
couponing

— Customerratings up 6%

30



Strengthening the foundations

e Food back atthe heart of our
communications

* Love Every Mouthful
* More value delivered to customers
through Clubcard

— Clubcard Boost and personalised
couponing

— Customerratings up 6%

* Playinganimportantrolein
communities

31



Strengthening the foundations

| « Strengthened grocery home shopping offer
— Over 190,000 Delivery Saver subscribers

— One-hour delivery slots across 98% of the UK
— Grocery Click & Collectin 232 locations

e Stabilised online general merchandise
— Over 1,750 Click & Collect desks

—_——_—

Delivery Saver

32



We have achieved this thanks to the
efforts of our 300,000 colleagues

33



Accelerating our plans to deliver the—
most compelling offer for customers

0 Every day low prices on the lines that matter most
° Product innovation and quality that delights

e _eading on service

° nspiring general merchandise ranges
a The best, most relevant convenience retailer in town
° Destination stores that are worth the trip

0 Exceptional value for customers delivered through Clubcard

TESCO 34



Accelerating our plans
| JOXOXOXOXOJO,

Every day low prices on the lines
that matter most

 We can do more to drive a change
 Lower, more stable prices

e Genuine deals that customers trust

35



Accelerating our plans
| JOXOXOXOXOJO,

Every day low prices on the lines
that matter most

 Additional incremental investment of £200m

01,1

80p

per pack

P
Carrots down

and staying down Cucumbers down

o and staying down

36



Accelerating our plans
| JOXOXOXOXOJO,

Every day low prices on the lines
that matter most

 Additional incremental investment of £200m

* Price Promise will continue to reassure

KETCHUP

{®°

Mn\hho
pitain flour

SEMI-SKIMMED -
MiLX '

Asda’s prices. Sainsbury’s deals. Morrlsons offers. Matched by Tesco.

o w0, Bl Drice o Buty OO Qet o Free, pous wo'™t Inee oo on deale. When you bury 3t e tan et e, we'l compane your Sacket agaiont the prices, Incuding ceak, =t Axds, & Frow wbie grocery thopping chmaper them, we'l ghwe you 1 voucher e e dBsrencn ot the o

-

a1 " b A—— - o & v - —— - —
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Accelerating our plans
0) 2 JOXOXOXOXO.

Product innovation and quality
that delights

 New product development back to
the fore

* Produce category review underway
— specifications, quality, taste

* Making convenience food ranges
an even stronger point of
differentiation

* Anticipating emerging trends —
Health, Wellbeing, Fitness and
Nutrition

38



Accelerating our plans
0JOJ : JOXOXOJO.

Leading on service

* Further productivity improvements to free up
more colleagues to serve customers in-store

* Prioritising fresh food departments

— Ambition to have the best butchers,
fishmongers and produce experts

* Focusing onin-store service points and
customer delivery assistants

 Empowering colleagues — continuing the
cultural change

39



Accelerating our plans
OJOJOX « XOXOJO.

Inspiring general merchandise
ranges

 Anchored around family, food, cooking and
home

* Rolling out across store estate and online
e Starting with Spring/Summer 2014 launch

 New products, new packaging, new
merchandising

* Range transformation due to be completed
in Autumn 2014

40



Accelerating our plans
OJOJOX « XOXOJO.

Inspiring general merchandise
ranges

* Anchored around family, food, cooking and
home

* Rolling out across store estate and online
e Starting with Spring/Summer 2014 launch

 New products, new packaging, new
merchandising

 Range transformation due to be completed
in Autumn 2014

e F&F —blueprint of what can be achieved

* Global sourcing capability —a major advantage

41



Accelerating our plans
OJOIOX0) 5 XOJO,

The best, most relevant
convenience retailer in town

* Drive growth in convenience —around 150
stores peryear

* Meeting local customers’ needs and
shopping missions better than anyone

* Tailoredrangesintroduced into every
Express store already

* Continuous range review process now
underway

* Refreshing 450 Express storesin2014/15
alone

42



Accelerating our plans
PO

Destination stores that are worth
the trip

* Bringing the best of Tesco to our largest stores

e Everylocationreviewed

* Missions and propositions approach

* Tailoring offer, range and layout for individual stores

* Rolling out relevant ‘ingredients’, creating compelling destinations
g g

TESCO 43
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Accelerating our plans
PO

Destination stores that are worth
the trip

Format Total number Refresh 14/15 Ongoing per
of stores” stores year

Extra c.110 c.60
Superstore 482 178 c.50 c.100
Metro 195 46 c.40 c.50
Express 1,672 309 c.450 c.375
Capex c.£400m c.£500m c.£500m

e Extraisourpriority for 2014
* Roll-out will incorporate latest learnings into all stores

* Planto complete entire estate by 2017

“From March 2012.
“As at 24 February 2014. 51



Accelerating our plans
ODOOOGEEO

Exceptional value for customers
delivered through Clubcard

* The best offers, prices and deals RAC cineworld
* Personalised better than anyone EXPRESS Virgin'anannaﬂ
* Strengthening partner relationships ﬂymgclub

BLLY ;
‘71(‘»

W
SN
Lyzz
oy 1555

@
®I$NE‘0 AND.

A RIS

e Putting customers more in control

+ Clubcard —a common currency across all of ~ Nalonalexpress

our brands and services

 Launch of ‘The Orchard’ social advocacy
platform

* Digital Clubcard launches later this year

52



Accelerating our plans

. ODOOOGEEO
Exceptional value for customers

delivered through Clubcard

1. Do your shopping. 3. Drive to a Tesco filling station.

Mow's the time to remember ifyou'ne diesel or petrol.

From small to big, every shop counts.

2. Scan your Clubcard. 4.5ave up to 20p a litre.

Useyour Clubcard to get fuel savings The mare you shop, the more you save.

and your regular Clubcard points.

CLUBCARD

CLUBCARD FUEL
SAVE




Helping to fund our accelerated
customer improvements

* Reshaping our promotions

* Accelerated global sourcing
— £75m extrasavingsin 2014
 Technology-led productivity
— Voice-guided picking in DCs
— Latest generation dotcom centre automation
— Furtherroll out of Scan as You Shop
* Replenishmentinnovations
— Better, simpler, cheaper product presentation

54



Tesco in the UK

TESCO >
H+H
nes TESCO
mobile
TESCO
umbak TESCO -H
euphoriumbakery Everyday Value thenutricentre

TESCO 1
el The most compelling
offer for our customers
blinkbox TESCO TESCO
S direct CLUBCARD
éxtra )
Third party g"’ﬂ"ﬂ

lick &

marketplace Cellect

Sellers at Tesco

hudl.

Dobbies

TESCO
Superstore
TESCO
Metro
FaF
TESCO Bank
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ESTABLISHING MULTICHANNEL
LEADERSHIP

TESCO
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Christmas highlighted the trends
within the industry

Blinkbox
Consumer-driven trends

@ @ Online clothing - ~
A\
.f 4

Strong growth in online
— Rapid online migration now a mainstream consumer trend

— Customers increasingly blurring boundaries between online and

Express

Online general e
: ) merchandise \— Smartphone and tablet penetration gaining pace )
B A
S @ Online grocery
L 77

Overall T
UK LFL" Large stores

*Overall UK LFL (Inc. VAT) includes statutory adjustments. Select sales statistics shown.
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We are moving from a first curve
to a second curve

New, differentiated
brands and services

Pioneered home
shopping

Build advocacy
through content

BI'ICkS & Strong own-brands ‘_

Mortar #

Invested in stores

Personalisation
m ‘ i

.
CLUBCARD

Launched
Clubcard

Bricks &
- I‘“\ Accessible CIiCkS

everywhere
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What is multichannel?

o
c
c
©
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>
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Physical
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What is multichannel?

Putting customers at the
heart of our business

Seamless customer
experience

TESCO

A S
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Consumer trends are moving rapidly
towards multichannel

Blurring Need for a

seamless

migration Sea’ ™ _ boundaries .
R <1 N\ experience

Online share of category (%) UK household tablet penetration and smartphone
population penetration (%)

Il 2008 I 2013 M 2018 73 70 60 1 — Tablet == Smartphone

53
43 49 47 40 A /

20 - /

0 — l .
2010 2011 2012 2013

Grocery  Clothing& Electricals Books Music & video
footwear

Source: Data extract from Verdict E-Retail in the UK, 30 January 2014 Source: Ofcom Communications Market Reports 2010-2013
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Customers value retailers who
getitright

- -
'
g 2.98x
o ! \
O 0 \
3 I 4% of I
[t : customer 1
|
fo | count I
.§ I I
|
z 2.04x : |
o ! I
Q I o I
- : customer I
g ! growth” I
c ! '
1 1
P | |
o : '
© : Similar |
g : growth I
I
< I across all |
' affluences” 4
. . ;
In-store only In-store + online grocery ' In-store + online grocery + K
B |n-store M Online grocery General merchandise online S N \general merchandise online . 4
o o o o o o o o - — — -
T E SCO All data shown is based on a sample of 2m Clubcard customers annual spend across in-store, online grocery and general merchandise online for the 52 weeks to 26 January 2014. 62

- P “Growth is versus the same period for the prior year.



What might it look like?

o Browsing for ideas 9 Writing a list e Collecting the order e Cahdecfilziiggglnp%;idnﬂgg

Liais searching the web for a recipe for Lia finds a recipe she likes and adds all the Lia arrives at her local store. Her order Lia would like a few additional products
Friday night and uses her app to find the ingredients directly to her online basket. has been pre-picked and is ready to go which she wants to choose herself.
right wine too. She chooses to ‘Click & Collect’. straight into the boot of her car. She enters the store, checks in and uses

the map on her mobile to find them.

FASTSHOP Collection

Whilst in store Lia is prompted for items Lia scans her shopping as she goes. As Lia scanned all her shopping herself, thereis As Lia leaves the store her phone beeps.
she may like based on her previous She can check the prices and her mobile no need for her to queue at the checkout. She She’s just received her automatic receipt
purchases, for example the new Healthy lets her know about any relevant special simply opens the digital wallet on her mobile and and knows the payment went through.
Livingrange. offers. pays for her shopping.

Your receipt

TescoFinestWine €749
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The futureis closer than you think
(4 additional products

Real Food magazine app available on
Hudl and other tablets including

Browsing for ideas

customer recommendations and expert
advice.

TESCO realfood

Personalised Clubcard coupons to

customers’ mobiles are already on trial
in certain areas of the country.

1 I

2 coupons on card

1l

l

PRj Double Points 2]
Pl On purchases in store or online
23days to go

Triple Points €
Ml On purchases in store or online

24 days to go

I

One-touch shopping button to add
recipe ingredients straight to basket.

Checking in & finding

Trialling ‘Clubcard check in’. Already

piloting in the UK is a map app which

helps customers to find exact product
locations in store.

€ Collecting the order

Click & Collect Grocery available at 232
locations and general merchandise Click

Writing a list
& Collect at more than 1,750.

MyStore
\

! Helping you shop in store
ER Q

£1.30
TICKED ITEMS

For every transaction, customers will
automatically receive a receipt and when they log

into their account they will be able to see all their

Ourinnovative digital wallet on
recent transactions.

customers’ mobiles will make the
checkout experience quicker and

4:21 PM A

2,012

simpler.

Latest Transactions

Scan as you Shop Mobile currently on
trial. It complements our wider Scan as
you Shop initiative whichis live in

around 200 stores.

i

. 25102114
Launching Tesco Express Farringdon
£7.49
Coupons activated S 0 o n
1 expiring in the next week N
Tesco Extra Gosford

64




We have created the building blocks
for multichannel over the last decade

Strong store locations Clubcard

Grocery home shopping General merchandise online

Clothing online Tesco Bank and Tesco Mobile

Digital capabilities Devices




We have created the building blocks
for multichannel over the last decade

Strong store locations

- Over 3,300 touch points with customers

- Multiple formats accessing all parts of the community
- Within 10 minute drive of 90% of the population

Grocery home shopping

- 2013/14": £2.5bn sales

- Over 1.6m active customers, 190k Delivery Saver subscribers
- 3,250vans,> 300 sites, 1hr slots for 98% UK population

Clothing online

- 1m weekly visits, 100 in-store kiosks, available in 70 markets
- New mobile website

- +70% growth over Christmas

Digital capabilities

- App development centre with 40 dedicated colleagues

- Supported by technical development team in Bangalore
- Mobile platforms involvedin 35% of online grocery sales

I ES o *2013/14financials refer to latest forecast data.

A S

Clubcard

- 43 million Clubcard customers around the world

- dunnhumby-2,500 colleagues, 60 clients, 17 other retailers
—insight into habits of > 400 million households

General merchandise online

- 2013/14": £0.5bn sales

- Over 1,750 Click & Collect locations

- >500,000-strong product range (including Sellers at Tesco)

Tesco Bank and Tesco Mobile

- Launchedin 1997, now has 12% share of UK credit cards

- 7 million active customers, 80% product sales already online
- Tesco Mobile partnership over 10 years with 4m customers

Devices
- Started developmentin 2012

- Bespoke production capacity
- Nearly 500,000 hudl* units sold to date




Grocery home shopping

17 years’ experience

* Highly efficient picking model

* Excellent drop densities, 300 locations
 £2.5bnsales

 £127mtrading profit
— All direct costs fully-charged

* Increasing focus on customer profitability,
rather than channel profitability

* New measures, new KPls, new ambitions




We have ambitious goals

One hour Tesco
delivery slots and
for every ‘Sellers at
product Tesco’

For Even more

100% of Click & Collect
the UK locations

68



A bold plan for 2014

SHARPER PRICES
Market-leading delivery pricing

Free Click & Collect —including Grocery

Delivery Saver guarantee
Added-value subscriptions

BETTER SERVICE

Twice the number of Click & Collect locations

Alternative Click & Collect locations
ADDED-VALUE PRODUCTS AND SERVICES

Current Account

Digital wallet
blinkbox books
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Connected devices are an essential
ingredient hudl.

 Making tablets accessible to all
 Benchmarked against the best

* Open platform: access to over 1 million apps
* Fastest-selling tablet at Tesco

 Two years’ extensive research and
development

e (Catapult for Tesco online and digital Tesco tablet sales in 2013 ("000 units)
— ‘T’ button —seamless connection

— Immediate mid-single digit increase in spend
in-store and online

— 9timesincreasein blinkbox movies
— 5timesincrease in blinkbox music

* Moretocome.....

W All other tablets

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

70


http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=sHAduMhqIu9GTM&tbnid=rcC4vHcOmK_73M:&ved=0CAUQjRw&url=http://www.tesco.com/clubcard/deals/&ei=i_H8UsC0CeOl0AX1roDwBw&bvm=bv.61190604,d.ZGU&psig=AFQjCNFzxey31mw6eN4KC4wmWfqOeU9D6A&ust=1392394994298955
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=sHAduMhqIu9GTM&tbnid=rcC4vHcOmK_73M:&ved=0CAUQjRw&url=http://www.tesco.com/clubcard/deals/&ei=i_H8UsC0CeOl0AX1roDwBw&bvm=bv.61190604,d.ZGU&psig=AFQjCNFzxey31mw6eN4KC4wmWfqOeU9D6A&ust=1392394994298955
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=sHAduMhqIu9GTM&tbnid=rcC4vHcOmK_73M:&ved=0CAUQjRw&url=http://www.tesco.com/clubcard/deals/&ei=i_H8UsC0CeOl0AX1roDwBw&bvm=bv.61190604,d.ZGU&psig=AFQjCNFzxey31mw6eN4KC4wmWfqOeU9D6A&ust=1392394994298955
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=sHAduMhqIu9GTM&tbnid=rcC4vHcOmK_73M:&ved=0CAUQjRw&url=http://www.tesco.com/clubcard/deals/&ei=i_H8UsC0CeOl0AX1roDwBw&bvm=bv.61190604,d.ZGU&psig=AFQjCNFzxey31mw6eN4KC4wmWfqOeU9D6A&ust=1392394994298955

Accelerating our efforts to create a
seamless, end-to-end customer experience

doctrty

TESCO % TESCO
inest Qe L Superstore
mobile
TESCO .
euphoriumbaker TESCO o |
e AR Everyday Value thenutricentre

TESCO 1
b The most compelling
offer for our customers s
blinkbox . TESCO TESCO —o |
— direct GUBCARD F&F|
éxtra )
Third party gwane

lick &
Cllect
o mmT

%,I TESCO Bank
S |
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marketplace *
Sellers at Tesco
hudl.

Dobbies
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WINNINGIN THE NEW ERA OF RETAIL
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Tesco has changed

£6.6bn

Capital
expenditure

2008/09

2013/14

£2.5bn

2014/15
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Tesco has changed

11.5m

12 1 sqft
&
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2008/09 2009/10 2010/11 2011/12 2012/13 2013/14  2014/15

TESCO

*2013/14 Group net new space forecast as per Interim Results 2013/14 Additional Information pack. 74
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Tesco has changed

2008/09 New space

W Large store

® Convenience

2013/14 New space

B | arge store
® Convenience
Dotcom grocery

961
Express

Feb-09

+70%

Number of
UK Express

stores

Feb-10

Feb-11

Feb-12

Feb-13

Plus over
700 One
Stop
stores

Almost
1,700
Express

Feb-14

75



Tesco has changed

Groceries
Iick&

Callect

tesco.com

www.tesco.com

17 years

Over 230
locations

fIick&

Crllect

tesco.com

Over 1,750
locations
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Tesco has changed
2010
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Tesco is more focused
2014
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Tesco is more focused
2014

3 . o

TESCO

A S



Tesco is more focused

2014
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Financial framework remains
appropriate for the medium term

Financial disciplines Guiderails

Trading profit growth

Generate positive free cash
flow

Allocate capital within
range of4% down to 3.5%
of sales

Sustainable ROCE

Maintainastrong
investment grade credit
rating

Dividend growth

1l




Financial framework remains
appropriate for the medium term

« Committed to achieving the guiderails in the medium term

* Prioritising delivery of the most compelling offer for customers
— Accelerating investment in the customer offer and growth in new channels

— Focused onincreasing customer loyalty and improving sales
* [ncreased capital discipline underpins our focus on cash

* By putting the customer first, we are positioning Tesco to deliver attractive
and sustainable profits and returns

TESCO 82



We are reducing capex to £2.5bn
for at least three years

Capex (£bn)

4.7

no more than £2.5bn

08/09 09/10 1011 11112 12/13 13/14 14/15 15/16 16/17

Allocate capital withinrange No more than £2.5bn capital
of 4% down to 3.5% of sales expenditure
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We are reducing capex to £2.5bn
for atleast three years

5 -
4.5 -
4 .

/- Reduced new
space growth

3.5 A

3 -

 Little new

2.5 investmentin
< Europe
2 - New stores
* Focusonhigh
1.5 - Technology returning
- investmentsin
Korea, Malaysia
Existing .
0.5 - . \_ andThailand
0 .

08/09 09/10 10/11 11/12 12/13 13/14 14/15

TESCO 84
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A transitional period

* Lower-growth environment

* Acceleration of our plans — continuing to invest

* Customer focus will drive top-line growth over the longer term
 £not% isthe measure of margin success

e Delivering for customers will be the driver of future returns

TESCO
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Looking further ahead

» Efficiency and scale advantages

* New opportunities to serve customers
 New infrastructure and capabilities

* Valuable digital and physical assets

 Further differentiation for customers

Customers valueretailers who
getitright

Average Annual Spend with Tesco
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WINNINGIN THE NEW ERA OF RETAIL

TESCO
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Most compelling offer for customers

* Astrong plan-some of which you
have seen today

e More focused than ever on the most
compelling offer

 Uncertainties about the future
environment remain

* Retaining the flexibility to act
accordingly

88



Tesco in the new era

* Excited about the future

* Unique capabilities will allow us to lead

* Asever, for everyone

* QOutstanding value

 Meeting everyday needs, better than anyone

TESCO
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Q&A

TESCO
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Disclaimer

This document may contain forward-looking statements that may or may not prove
accurate. For example, statements regarding expected revenue growth and trading
margins, market trends and our product pipeline are forward-looking

statements. Phrases such as "aim", "plan", "intend", "anticipate", "well-placed",
"believe", "estimate", "expect", "target", "consider" and similar expressions are generally
intended to identify forward-looking statements. Forward-looking statements involve
known and unknown risks, uncertainties and other important factors that could cause
actual results to differ materially from what is expressed orimplied by the statements.
Any forward-looking statement is based on information available to Tesco as of the date
of the statement. All written or oral forward-looking statements attributable to Tesco are
qualified by this caution. Tesco does not undertake any obligation to update or revise
any forward-looking statement to reflect any change in circumstances orin Tesco’s

expectations.
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