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No scheduled fire alarm tests at any of our venues today
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Generate £9bn cash from operations
Kate Koch, Bruce Marsh and Michael Snape




Three year objective

Cumulative retail cash generated
from operations’

£9.4bn
£9.0bn

Free

£8.6bn
Cash Flow

Threshold  Target Stretch

1. Cumulative retail cash generated from operations as outlined in our Annual Report and Financial Statements to FY 18/19. F I 'ES( :o
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Shape of our cash flow —2015/16

£0.1bn £2.3bn £(1.0)bn

How we use cash

£2.2bn
£(0.2)bn
£(0.4)bn
£0.2bn £0.9bn
Cash Flow from Working Capital Cash Capex Pension Deficit Interest Tax Free Cash Flow
Operations2 Generation” Payments

1. Data shown on a continuing operations basis. SCO
) TE

Stated before additional contribution into the pension schemes of £(223)m.
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Three key areas of focus

1. Improve profitability 2. Optimise working capital 3. Capital discipline

1H 2H
14/15 15/16 15/16 16/17

13/14 14/15 15/16 16/17

Operating margin Better cash Refocus capital spend
improvement conversion’
1. Working capital days. TESCO
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Three key areas of focus

1. Improve profitability = 2. Optimise working capital 3. Capital discipline

2H 1H 2H

13/14 14/15 15/16 16/17
14/15 15/16 15/16 16/17

Operating margin Better cash Refocus capital spend
improvement conversion’

1. Working capital days. TESCO
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Optimise working capital

\Jo\ume growth

0 Volume growth benefits
G Optimisation of trade balances

y

Payables &
Receivables

3

Stock

£4.0bn’ S A

e Improved stock turn

1.Group balances as at FY 15/16. TESCO
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Improved stock turn in the UK

Shelf

Customer-

facing

-
Stoc CFC Ssiies AT ‘,

1. Depot and store reduction relates to gross reduction 1H 16/17 vs. 1H 14/15.
5 TESCO

Stock days calculated on a net stock basis.
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Reductions in backroom stock

Case study: Dry grocery
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One touch £19m stock £16m
+2.4% saving replenishment
saving

10

32 fewer cages
per store
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Improved sales forecasting

* Reduce safety stock cover end-to-end
* Better management of demand fluctuations ‘£34m1
* Enhanced promotion management Lower stock

e Supplier integration

AMTFRUIT

— PART OF THE MUNOZ GROUP —

1. Reflects a two year reduction from 1H 14/15 to 1H 16/17.

TESCO
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Reduced master assortment

Fresh Packaged Express
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Record availability & stock

Stock holding & availability

£2,100m
£2,000m
£1,900m
£1,800m
£1,700m
£1,600m
£1,500m

£1,400m
2Q 3Q 4Q 1Q 2Q

3Q

2014 2015

Stock

1. 12 month rolling average UK net stock from 2014/15 to 2016/17.

Availability

4Q

1Q
2016

13

2Q

96.0%

95.5%

95.0%

94.5%

94.0%

93.5%

93.0%

92.5%

Availability

93% — 96%

19%
Stock
reduction?

TESCO
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Three key areas of focus

1. Improve profitability 2. Optimise working capital 3. Capital discipline

1H 2H

13/14 14/15 15/16 16/17
14/15 15/16 15/16 16/17

Operating margin Better cash Refocus capital spend
improvement conversion’

1. Working capital days. TESCO

A Y
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Capital allocation framework

* Rigorous hurdle rates
* Greater emphasis on cash payback period
* Application of ranking KPIs (e.g. NPVI) to maximise investment returns

e Postinvestment reviews

TESCO
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Refocusing capital

£1.0bn

2011/12 2015/16

‘ Capex on new space / new businesses

‘ Capex on existing space / existing businesses

16

Ny,

£1.25bn

2016/17




Current year capital

D00

‘ Capex on new space / new businesses

‘ Capex on existing space / existing businesses
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Summary

Margin Working capital Capital returns

1. Reflects expected return on capital (internal measure =IRR).
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Maximising value from property

Steve Rigby




Maximising value from property

Progress

£176m p.a.’

rent savings

Improving freehold/ Releasing value Repurposing space
leasehold mix 2016/17

1. Cumulative annual rent savings delivered and/or identified to date.

20



Breakout sessions

2\
Hugh Garavelh

Steve Rigby Marcus

John Gibney ~Vinnicombe

Optimising freehold Releasing value from Repurposing space —
and leasehold mix the estate International
and UK
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Releasing value from
the Tesco estate



Our strategy: two streams

Group

1H 16/17
£240m

Surplus assets New opportunities
disposed for value release

23



What is property asset optimisation?

The review of our property estate to identify opportunities to extract value
balancing capital receipts with timing, deliverability and proposition

Capital

receipts (e

portfolio
and reduce
costs

Developing Minimal
external capital
space outlay/risk

No increase
through

improving
value

in rent

TESCO
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How we are going to achieve this

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 operating 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
factors that could cause actual results to differ materially from what is expressed or implied 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 or in Tesco’s expectations.
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