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TRADING UPDATE

Inrecentweeks we haveimplemented new policies and procedures which willgovern our
commercialincomeactivities and taken actions to investin and improve our customer offer.

In our interim results on 23" October we highlighted that full year profitability would be impacted
by actionswe may choose to take and thatthe commercialincomeoverstatement would affect
second half results as we revisited our plans withthe new managementteam.

Ournew Commercial approachwillunderpin stronger long-termrelationships with our suppliers,
benefiting customers, whilst at the same time ensuring that revenuerecognitionis transparent and
appropriate. We haveretrained our entire team and begun the cascade with our suppliers.

In addition, we have invested furtherin service,with morethan 6,000 new colleagues in store,
increased product availability on key lines andinvestedin price - all aimed at enhancing our
customer offer. The early feedback from customersis encouraging.

Onthe 8" January we will share more detail about the measures we plan to take to improve the
competitiveness of the UK customer offer and to strengthen the balance sheet. Onthe basis of the
changes andinvestments madeto date we now anticipate Group trading profit for the financial
year ending February 2015 willnot exceed £1.4billion.

Dave Lewis, CEO said:

“Tescoisfocused, and willcontinue to focus, ondoing the right thing for customers. Thismeans
running our businessin a way that everythingwe do creates sustainable value. Whilst the stepswe
are taking to achieve this are impacting short-term profitability, they are essentialto restoring the
health of our business. We will notengage in shortterm actions that compromise in any way our
offer for customers.

We still have much to do but are making good progress in developing our plans toimprove the
long-term positioning of the Group and | will share more of that on the 8" January. Our priorities
remainrestoring competitiveness in the UK, protecting and strengthening the balancesheetand
rebuilding trustand transparency. Fornow, allthe Tescoteamis focused ondelivering the best
Christmas for customers.”
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