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Tesco was built to be a champion for customers.

As a team of more than 360,000 colleagues, we aim
to serve our customers every day with affordable,
healthy and sustainable food — to help them enjoy
a better quality of life and an easier way of living.

Customers are at the heart of everything we do and
guide every decision we make. We push ourselves to
improve for our customers — and that is embedded

in our core purpose of serving shoppers a little better
every day, doing what is right for our customers,
communities and the planet.

This has been a year unlike any other. The COVID-19
pandemic has impacted every part of our business
and our wider communities. Our strong purpose and
values guided our response, ensuring we could always
support our customers, colleagues and communities
throughout this extremely challenging period.
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A Alternative performance
measures (APMs)

Measures with this symbol A are defined in the
Glossary section on pages 205 to 212. All measures
reported on a continuing operations and 52-week
comparable basis. Change shown at actual
exchange rates.

(a) Excludes amortisation of acquired intangibles and
also excludes exceptional items, by virtue of their
size and nature, in order to reflect management’s
view of underlying Group performance.

(b) Diluted EPS before exceptional and other items
(adjusted for share consolidation) is provided to
aid comparability, as the sale of our businesses in
Thailand and Malaysia and the share consolidation
and special dividend which followed distort our
financial result in the year. As such, this metric is
presented on a basis other than in accordance
with IAS 33 and captures the full impact of the
share consolidation as if it had taken place at the
start of the 2019/20 financial year. Please see
Note 9 on pages 139 and 140 for a reconciliation
to diluted adjusted EPS.

(c) Net debt and Retail free cash flow exclude the
impact of Tesco Bank.

Strategic report

2021 highlights.

Headline measures (52-week comparable basis)

Group sales?

471%

£53.4bn

(2020: £49.9bn)

Diluted EPS before exceptional
and other items (adjusted for
share consolidation)*®

v (35.8)%

11.94p

(2020: 18.60p)

Dividend per share

Unchanged
9.15p

(2020: 9.15p)

Retail free cash flow2©

¥ (29.8)%

£1,187m

(2020: £1,690m)

Group operating profit before
exceptional items and amortisation
of acquired intangibles*®

Y (28.1)%

£1,815m

(2020: £2,525m)

Net debt©

v (2.8)%

£(12.0)bn

(2020: £(12.3)bn)

Statutory measures (53-week prior year basis)

Statutory revenue

¥ (0.4)%

£57.9bn

(2020: £58.1bn)

Statutory profit before tax

Y (19.7)%

£825m

(2020: £1,028m)

Operating profit

Y (21.3)%

£1,736m

(2020: £2,206m)

Statutory diluted EPS

Unchanged
7.54p

(2020: 7.54p)
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Tesco at a glance

A business built for
customers

Tesco is a leading British multinational retailer with its headquarters in England,
United Kingdom.

The business was started in 1919 by Jack Cohen, selling surplus groceries from a
stall in the East End of London. In 1929, the first Tesco store opened in Edgware,
North London. Today, we have stores in five countries across Europe: the UK,
Ireland, the Czech Republic, Slovakia and Hungary. As a leading retailer, with
more than 360,000 colleagues, Tesco serves many millions of customers every
week, in stores and online.

Tesco completed a merger with Booker Group, the UK’s leading food wholesaler,
helping to create substantial synergies and access to the ‘out-of-home’ food
market. The Tesco Group also includes Tesco Bank, which provides banking,
insurance and money services; Tesco Mobile, the UK’s largest mobile virtual
network operator; and dunnhumby, a wholly-owned data science subsidiary.

Our business is guided by the shared purpose of serving shoppers a little better
every day, underpinned by three values: no one tries harder for customers; we
treat people how they want to be treated; every little help makes a big difference.

At Tesco, serving shoppers means more than selling food. It means acting as a
responsible and sustainable business for all our stakeholders — customers,
colleagues, suppliers and shareholders — and providing affordable, healthy and
sustainable food for all.

L —



Chairman’s statement

Strategic report

Building a stronger business
through a difficult year.

Reflecting on this year, | believe it has been among the

most challenging that Tesco has faced in its 101-year history.
The COVID-19 pandemic brought disruption and uncertainty to
our business and to all our customers, colleagues, suppliers
and shareholders.

In responding to these challenges, we were guided by our values
as a business and stayed true to our purpose of serving shoppers
a little better every day.

COVID-19
Our response to COVID-19 has consistently focused on ensuring our
customers and colleagues could shop and work safely at Tesco.

This year, we reflect on the serious challenges and uncertainty
our business and our colleagues have faced. We pay tribute to
every colleague affected and our thoughts are with those who
have lost friends and loved ones. It has been hugely difficult,

but every person at Tesco rose to the challenge and went above
and beyond to help each other and those in their communities.
The Board continuously provided guidance and support to help
our teams do the right thing, and | am very proud of the role
everybody at Tesco has played during the pandemic.

In March 2020, the Government granted all UK retail and hospitality
businesses 12 months of business rates relief. At the time, this
relief was essential to navigate the uncertainty and significant
costs associated with responding to COVID-19. Towards the end

of 2020, we had greater clarity on the situation and we took

the decision as a Board to repay business rates relief to the
Government, so that it could support businesses that needed it
more. We firmly believe it was the right thing to do and is
consistent with our purpose and values as a business.

Business performance

The business has shown incredible resilience and agility in the year,
with Group sales increasing 7.1% at actual rates. While the costs

of responding to the pandemic have been significant, we have
strengthened our relationship with customers and built a stronger
business for our shareholders. Customer perception of the brand
has improved and we had a record year for online, an area where
we see great potential for the future.

In preparation for Brexit, we worked very hard alongside all
suppliers to ensure there would be minimal disruption to our
customers. There have been many challenges and we will
continue to navigate the changes into the next year but overall,
we have maintained strong availability for all our customers in
Great Britain, Northern Ireland, the Republic of Ireland and
across Central Europe.

We also completed the sale of our businesses in Thailand and
Malaysia. This has unlocked significant value and allowed us to
further simplify and focus the Group. We returned £5bn of the
proceeds to shareholders through a special dividend in February
2021 and made a one-off contribution of £2.5bn to our pension
scheme. This contribution has greatly reduced the prospect of
having to make further pension deficit contributions in the future.
After the year end, we also completed the sale of our business in
Poland to Salling Group.

Board changes

In October 2020, our former Group Chief Executive, Sir Dave Lewis
left the business and handed over to Ken Murphy. Sir Dave guided
the business through the challenging turnaround and was
unwavering in his commitment to Tesco for over six years.

We thank him for his outstanding service. I'm delighted that

Ken Murphy has joined the Board as Group Chief Executive. Ken has
hit the ground running, leading the business in its response to the
ongoing pandemic and delivering a resilient full-year performance.

At the end of April, Alan Stewart will retire and we will welcome
Imran Nawaz to the Board as Chief Financial Officer. Alan has made
an impressive and sustained contribution to Tesco’s turnaround,
both as CFO and as a Board member. We wish him all the best in
his retirement.

We recently announced that Deanna Oppenheimer, Mark Armour
and Mikael Olsson will retire at this year’s AGM. We thank each of
them for their invaluable contribution and counsel over many
years. Deanna will also step down from her role as Senior
Independent Director, to be replaced by Byron Grote. Looking
forward, we will welcome Karen Whitworth, Bertrand Bodson and
Thierry Garnier to the Board as Non-executive Directors. Thierry
will join the Remuneration Committee, Karen will join the Audit
Committee and both Bertrand and Karen will join the Corporate
Responsibility Committee. They bring with them a broad range of
skills and experience and we look forward to benefiting from their
valuable perspectives.

Looking ahead

In the coming months, we will continue to manage the impact of
COVID-19 and Brexit, thanks in no small part to the hard work of our
colleagues and our great relationships with suppliers.

On behalf of the Board, | would like to thank everyone at Tesco for

going the extra mile this year to build a stronger business and serve
shoppers a little better every day.

/gn YU Au

John Allan CBE
Non-executive Chairman
13 April 2021
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Group Chief Executive’s review

| am so pleased to be writing my first Annual Report statement
as Tesco CEO. Throughout my career across retail and wholesale,
| have always admired Tesco. It is a business that truly puts
customers first and pushes the boundaries of retail, by following
a simple purpose of serving shoppers a little better every day.

Since joining the business, | have focused on our response to

the immediate challenges of COVID-19 and serving customers
through the end of the UK-EU transition period. | have also had the
opportunity to meet some of our fantastic colleagues, customers,
suppliers, shareholders and other stakeholders, coming to
understand the business from the inside and building relationships.
| have three initial impressions from my first six months:

1. Throughout the pandemic, colleagues have shown incredible
resilience, responding with urgency and compassion to ensure
our customers and colleagues stayed safe.

2. Tesco is a business full of people who truly care about what
they do. The warmth and passion from people across the
business has been inspiring.

3. Tesco is more than a supermarket to our customers. The role
we play in our communities and in wider society is essential to
maintaining trust and loyalty among those who shop with us.

COVID-19

The pandemic has brought challenges to every part of our business,
but on a personal level, it has also tested the resilience of our
people. We asked our colleagues to step up and be key workers
and, putting personal concerns to one side, everyone worked
harder than ever in order to serve customers safely. | am

incredibly proud of the way colleagues across Tesco have
responded, showing a combination of skilful retailing with a

sense of purpose and compassion and always putting our
customers and communities first.

As a business, our approach has been based on four priorities:
to provide food for all; safety for everyone; support for
colleagues; and support for communities.

Food for all

Recognising that many of our vulnerable customers were unable

to shop in stores, we focused on growing our online business.

We increased online capacity in every market, and in the UK we
now offer 1.5 million weekly online slots and priority access to more
than 850,000 vulnerable customers. Booker’s role was invaluable,
supporting care homes and providing 100,000 new Click & Collect
slots for Tesco customers. In addition, we worked in partnership
with our suppliers to maintain availability for our customers across
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A year of
challenges,
leadership and
teamwork.

the UK, Ireland and Central Europe and ensured our smallest
suppliers were paid immediately. Our teamwork was recognised
by suppliers, who named Tesco as the number one retailer for
collaboration during a crisis in the 2020 independent Supplier
Advantage survey.

Safety for everyone

It is essential to us that Tesco is a safe place to shop and work and
I’'m pleased that 90% of UK customers felt safe shopping in our
stores, with ratings even higher in Central Europe. We have made
significant investments in safety and social distancing measures
across every one of our stores in the UK, Ireland and Central Europe,
so that people can continue to shop with confidence. In the UK, we
created one of the first safety adverts from a food retailer to clearly
communicate our new measures with customers. These include
limits on the number of customers in store, social distancing signage,
sanitising stations, protective screening at checkouts, and face
coverings and other protective equipment for colleagues.

Support for colleagues

We have more than 360,000 colleagues across the Group and
they have consistently shown dedication, despite any personal
challenges they have faced due to the pandemic. Everyone’s
circumstances are different but we ensured our most vulnerable
colleagues remained at home on full pay when government
guidance advised that they should shield. To cover absences and
to help meet increased demand, we recruited around 50,000
additional temporary colleagues to ensure there was enough
support. Throughout the year, we recognised the contribution of
our frontline colleagues, with three separate bonuses. It has also
been important to recognise the mental health challenges of this
year too, and we made the apps Headspace and SilverCloud
available as free support tools to UK colleagues, with similar
support tools in all markets.

Support for communities

We have always done what we can to help our local communities
but this year was exceptional. In 2020, we donated more than
£60m worth of meals to UK foodbanks and charities helping
those in need in our communities and supporting our partners,
FareShare and the Trussell Trust. In Ireland, Tesco donated nearly
€1m in COVID-19 support to local causes nationwide, and in Central
Europe, we made our largest ever food donation to food banks in
the Czech Republic, Slovakia and Hungary. Tesco Bank increased
contactless payment limits, reduced overdraft fees, introduced
e-gift cards and offered loan and credit card payment breaks to
customers that needed it. Tesco Mobile helped disadvantaged
children with their home schooling by offering an extra 20GB of
data a month through schools.



Our business and team

As the Chairman reflected in his statement, we have navigated
new regulations as a result of Brexit and successfully minimised
any disruption for our customers. This is thanks to extensive
preparations and contingency planning by our team and a strong
partnership with our suppliers. We will continue to prioritise our
customers as the situation develops but our business remains
agile and resilient to the challenges.

In December 2020, we completed the sale of our businesses

in Thailand and Malaysia to CP Group and in March 2021, we
completed the sale of our business in Poland to Salling Group.
These have been longstanding businesses within the Tesco Group
and | am grateful to all the teams for their dedication in serving
Tesco customers. Looking forward, | am confident that we have
strong positions and opportunities to create value in our markets in
the UK, Republic of Ireland, Czech Republic, Slovakia and Hungary.

Following the sale of our Asia business, we shared with colleagues
the news that Alison Horner has decided to leave Tesco after

22 years with the business. Alison has had a long and successful
career at Tesco and we wish her all the best in the future.

This year, we also said goodbye to Charles Wilson. Charles

joined Tesco in 2018, following the merger with Booker. He is an
exceptionally skilled retailer and has managed the ‘Joining Forces’
of Tesco and Booker seamlessly. We thank him for all he has done,
helping to create the UK’s leading food business.

At the end of April, Alan Stewart will retire as CFO after nearly
seven years with Tesco and we will welcome Imran Nawaz to
the team. Alan was integral to the turnaround strategy and
rebuilding the balance sheet. In his last year, he did not slow
down. He launched the first sustainability-linked bond by a
retailer globally, reaffirming the Group’s commitment to be a
net-zero carbon business in the UK by 2035, as well as playing
a key role in the United Nations Sustainable Development Goals
CFO network. | very much look forward to working alongside
Imran to build on this fantastic work.

Strategic report

As well as Imran, we welcomed Ashwin Prasad to the Executive
Committee as Chief Product Officer. Ashwin replaced Andrew
Yaxley who has taken on the role of Booker CEO since Charles’
retirement. After nearly three years as Group Chief Operating
Officer, we are delighted that Tony Hoggett has taken up the new
role of Chief Strategy and Innovation Officer for Tesco Group and
will develop, mobilise and lead our strategic ambitions aligned to
Group-wide goals.

Looking forward

Tesco is more than a supermarket to our customers. As a business,
we have both the scale and the passion to make sure we benefit all
those around us. Alongside our Annual Report, we are publishing
our Little Helps Plan, which captures our approach to being a
responsible and therefore sustainable business.

This year, we have made further progress and commitments on
tackling carbon emissions, reducing food waste, driving down
plastic consumption and supporting a healthier lifestyle for our
customers. These topics are important to our customers and
colleagues but they are also essential for the long-term
sustainability of our business.

Despite the challenges we have faced this year, | am confident
that the business is in a strong place. Our colleagues remain
focused on serving shoppers a little better every day and we
continue to make the right decisions for customers, communities
and the planet to set us up for success in the future. By looking
after our customers, and building on the strong foundations we
have created through the pandemic, we will in turn continue to
create value for shareholders.

Ken Murphy
Group Chief Executive
13 April 2021

— Seema Ishmail

Seema Ishmail from our Bury Superstore was
nominated for a Retail Week Frontline Hero
award for her fantastic community support.
At the start of lockdown, Seema shopped for
some of our most vulnerable customers who
were unable to visit the store themselves.
She then started working with charities and
care homes to ensure everyone got the food
they needed. Seema organised everything
herself, contacting charities, segregating
stock and organising collections. She has
worked tirelessly and become a true hero

to her local community.
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Engaging with our stakeholders

Stakeholders.

Tesco is a business of people. Each day, more than 360,000 colleagues
work to serve millions of customers in each of our five markets, and we
work with thousands of suppliers across the world. By creating value for
our customers, we in turn create value for shareholders.

This was a year like no other for Tesco, and the challenges and levels of
disruption have affected us all. But it has also been a year when every
colleague came together to ensure we always put our best foot forward.

©) Customers

NPS +3bps
Throughout the past year, our focus has been on continuing to provide our customers with great value,
great service and great availability, despite the challenges of COVID-19 and Brexit.

- The safety measures we put in place have ensured - We strengthened our price position with the introduction
colleagues and customers could shop safely. 90% of of Aldi Price Match, and rewarded loyal customers
UK customers rated safety highly. through exclusive deals with our Clubcard Prices.

- We also worked to ensure our communications were - We grew our capacity for online shopping to 1.5 million
clear and helpful, and adapted existing campaigns such slots a week in the UK, and supported more than 850,000

as Food Love Stories to help customers prepare healthy
meals as they spent more time cooking from scratch.

- We set a new commitment to increase sales of healthy
products to 65% by 2025.
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vulnerable customers with priority access.

In Slovakia and the Czech Republic, we provided ‘Tesco
in a Box’ (a delivery of essential food items) to customers
in areas where online delivery was not available.

At Tesco Bank, we offered loan and credit card

payment breaks.
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T (& Colleagues

Colleague Every Voice Matters survey — 82%
recommend Tesco as a Great place to work
Our colleagues have gone above and beyond during the
pandemic and we have worked hard to support them.

- We supported our most vulnerable colleagues to
stay at home on full pay during key moments in
the pandemic.

- We awarded three recognition bonuses through
the year to frontline colleagues.

- We recruited around 50,000 temporary colleagues,
and created 20,000 permanent roles.

- We offered 1,000 work placements for young people
as a leading supporter of the Kickstart programme.

- We provided Headspace and SilverCloud as
free mental wellbeing tools to all our 300,000
UK colleagues, with similar tools for colleagues
in Ireland and Central Europe.

- We launched our first Business Diversity Internship in
September aimed at giving Black, Asian and minority
ethnic, disabled, LGBTQ+ or socio-economically

S u p p I ie rs disadvantaged individuals a route into the business.

Supplier Viewpoint survey reached
highest ever score of 85%
Our efforts to ensure good availability over the past

year would not have been possible without the hard work A S h h I d
of our suppliers. =8 a re o e rs

- We worked closely with suppliers to manage disruption
through COVID-19 and the Brexit transition.

- We introduced improved payment terms for our
smallest suppliers.

Retail free cash flow*2 £1.2bn
We continue to focus on creating long-term, sustainable
value for shareholders.

- Inthe UK, our suppliers have also played a key role - We completed the sale of our businesses in Thailand
in helping us hit our ambitious target of removing and Malaysia, with proceeds used to return £5bn
1billion pieces of plastic from our business. to shareholders via a special dividend and make a

- We launched a pilot partnership with Loop for online one-off £2.5bn contribution to the pension scheme.
delivery of products using only reusable packaging. - We completed the sale of our Polish business in

March 2021.
- We were the first retailer to issue a sustainability-

linked bond.

- We brought forward our UK target to achieve net
zero emissions by 15 years to 2035.

- We brought into full ownership 12 stores and two
distribution centres in September; our freehold
property ownership is now 58% in the UK.

- We are proposing a final dividend of 5.95 pence,
taking the full-year dividend to 9.15 pence.

Incubator programme

Since its launch in 2017, our incubator
programme has given advice and support
to dozens of innovative, young UK brands
that have the potential to offer something
different and exciting to our customers.
Our alumni include brands such as BrewDog,
Fever-Tree, Bol and Deliciously Ella.

* Retail free cash flow excludes Tesco Bank.
A Alternative performance measures (APMs). Measures with this symbol A
are defined in the Glossary section on pages 205 to 212.

More information on how the Board engages with
stakeholders can be found on page 52.
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Our business model §

Servigg,sh‘oppers better

Our colleagues
Our more than
360,000 colleagues
sharesa single

J purpose: to serve
sheppers a little
better every,day.

Scale and reach
Our unparalleled
reach allows us to
bring great quality
products to more
customers.

_ expertise )
© understand

Own Brand and
product

We source the best
quality products,
with expert technical
teams and close
partnerships with
growers and
suppliers.

Services
Services such as
Mobile and Banking
focus on the needs
of Tesco shoppers
and allow us to
earn and retain
their loyalty.

Innovation

We encourage a
culture of innovation
so that our business
remains at the
cutting edge of new
trends and demand.

Customers : -
Tesco exists to serve - " f \ \
customers - listening to them
and acting on what is most
important, however they
choose to shop with us.

| Reinvest

Our focus is always on making \
Tesco the best it can be for our i
customers. The better a job we "
do for customers, the more we
will improve sales; the more our
sales improve, the more we can

Channels Products

10

To bring the best products
to customers, we work

through a range of channels
- from small shops to large
shops, and online. Booker
gives us access to further N

channels, including Business
Centres and delivered
wholesale.

To create value for our stakeholders

Value for customers

Our business model allows us
to bring our customers the
very best products at the best
possible prices, however they
choose to shop with us.

As our business continues to
strengthen, we can reinvest in
our competitiveness and further
improve the experience

for customers.

Voted Britain’s Favourite

Supermarket by customers in
The Grocer Gold Awards for

Six years

Value for colleagues

The expertise of our colleagues
drives every part of our business
model - from our store teams
serving shoppers, to our Product
teams developing new ranges.
We want every colleague in our
business to understand the part
they play in serving shoppers a
little better every day.

Colleagues think Tesco is a
Great place to work (Every
Voice Matters survey 2021)

82%
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reinvest in further improving
the shopping trip.

We build close and

mutually beneficial
relationships with
our supplier partners,
to source the best possible
products that meet

and anticipate

customers’ needs.

Value for suppliers

Our conversations with suppliers
focus on delivering great value
and great quality products for
our customers. When we get it
right, our business grows, and
our suppliers grow with us. In this
exceptional year, our strong
partnerships with suppliers have
helped to ensure customers could
get the products they needed.

Supplier satisfaction is at an
all-time high

85%

Value for shareholders
Foieholders, our business
modelallows us to deliver

sustainable, profitable growth.

We Delieve we can continue to
create significant further value

by continuing to focus on value,

loyalty and convenience for
customers, underpinned by
strong capital discipline.

Full-year dividend

9.15p

per share



Key performance indicators

Our Big 6 KPlIs.

Grow sales

Why it’s important

Sustainable growth in sales is important
to our business model. A strong, growing
business also creates opportunities for
our suppliers to grow with us too.

What we measure

Group sales is a measure of revenue
excluding sales made at petrol filling
stations. It demonstrates the Group’s
underlying performance by removing the
volatilities associated with the movement
in fuel prices.

How we performed

Group sales increased by 7.0% at
constant exchange rates and 7.1% at
actual exchange rates, to £53.4bn. In the
UK & RO, total sales increased by 8.8% at
actual exchange rates, as we saw a shift
towards ‘in-home’ consumption.

Group sales?

£53.4bn
(2020: £49.90n)

A 7.0%"

Deliver profit

Why it’s important

Delivering profitable growth is essential as
we aim to create value for all stakeholders
over the long term.

What we measure

Group operating profit, before
exceptional items and amortisation of
acquired intangibles. It is the headline
measure of the Group’s performance.

How we performed

Group operating profit before
exceptional items and amortisation of
acquired intangibles of £1,815m fell by
(28.1)% at actual exchange rates and
(28.3)% at constant exchange rates.

Group operating profit before
exceptional items and amortisation
of acquired intangibles?

£1,815m V (28.3)%"
(2020: £2,526m)

Strategic report

Improve operating cash flow
Why it’s important

Strong cash generation is an important
part of our underlying philosophy as we
manage our business.

What we measure

Retail operating cash flow is the cash
generated from continuing operations,
excluding the effects of Tesco Bank’s
cash flows. It is a measure of the cash
generation and working capital efficiency
by the Retail business, recognising that
Tesco Bank is run and regulated
independently from the Retail operations.

How we performed

We generated Retail operating cash

of £3,636m, down (3.2)%, driven by
lower cash profits due to the significant
costs incurred in our response to the
COVID-19 pandemic.

Retail operating cash flow*

£3,636m V (3.2)%"
(2020: £3,757m)

Customers recommend us and
come back time and again

Why it’s important

Customers are at the heart of everything
we do, and customer satisfaction is an
important driver of loyalty.

What we measure

Reflects % of Fans minus Critics
answering the question ‘How likely is it
that you would recommend Tesco to a
friend or colleague?’

How we performed

Our net promoter score for the Group
increased by three points to 15 points.
Customers have recognised the way that
colleagues went above and beyond to
serve them during the pandemic.

Group net promoter score

15 pts A 3 pts®©
(2020: 12 pts)

Colleagues recommend us as a
great place to work and shop

Why it’s important

When we get things right for our more
than 360,000 colleagues, we make it even
easier for them to do what they do best

- serving shoppers a little better every day.

What we measure

Our ‘Great place to work’ measure is
the percentage of colleagues who agree
or strongly agree with the statement

‘Il would recommend Tesco as a great
place to work’.

‘Great place to shop’ is a net promoter
score, answering the question ‘| would
recommend Tesco as a place to shop’.

How we performed

Colleagues continue to recommend Tesco
as a great place to work, with 82% of our
colleagues across the Group agreeing. We
have also seen a strong improvement in
the number of colleagues recommending
Tesco as a place to shop.

Recommend as a place to shop

44 pts A7 pts?
(2020: 37 pts)

Great place to work

82% A 3%
(2020: 79%)

Build trusted partnerships

Why it’s important

Close and trusted partnerships with our
suppliers allow us to source the best
quality products for our customers,

at the best prices.

What we measure

Our supplier satisfaction measure reflects
the percentage of suppliers across the
Group (excluding Tesco Bank and Booker)
who responded positively when asked
‘Overall how satisfied are you with your
experience of working with Tesco?’,

in our Supplier Viewpoint survey.

How we performed

Overall Group supplier satisfaction
reached its highest score to date of 85%.
Over 93% of suppliers are satisfied with
prompt payments and there has been
significant improvement in suppliers
agreeing with the statement, ‘Tesco
gives me the confidence to invest in
innovation and efficiency’.

Group supplier satisfaction

85% A 5 pts?
(2020: 80%)

A Alternative performance measures (APMs).

Measures with this symbol A are defined in the Glossary section on pages 205 to 212.
(a) Reported on a continuing operations basis. Growth is at constant exchange rates on a

comparable days, 52-week basis.

(b) Reported on a continuing operations basis. Growth is at actual exchange rates

on a 52-week basis.

(c) Basis Tesco Global Brand tracker. Reported on a continuing operations basis.

(d) Reported on a continuing operations basis.
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Little Helps Plan

Making a big difference

Serving shoppers a little better every day drives what we do. Our sustainability
strategy, the Little Helps Plan, ensures we do this in a way that’s good for our
colleagues, our customers, communities and the planet too.

We want to make a big difference. Our presence in thousands of
communities, employing hundreds of thousands of people directly
and indirectly through our supply chain, and interaction with
millions of shoppers every day, gives us unique opportunities to
bring about change for the better. This has never been more
important as we recover from the global COVID-19 pandemic.

At the start of this year, in the face of the pandemic, we prioritised
safety, ensuring customers had access to the food they needed,
supporting our colleagues and helping the wider community.

The Little Helps Plan, through its focus on People, Product, Planet
and Places, gave us a clear framework to respond to COVID-19.
Our existing partnerships with organisations such as FareShare,
the Trussell Trust and the British Red Cross meant we had

good foundations in place to support local communities.

Our commitments to giving our colleagues the support they

need to be at their physical and mental best also ensured we

had programmes in place to make a difference.

We believe the decisions and actions we have taken this year
demonstrate our commitment to a more sustainable future

- one in which everyone is made to feel safe and welcome and
has access to healthy, sustainable food at an affordable price.

2020 was a milestone year for us, during which we were due to

deliver many of our goals, including those on climate action, healthy

diets and packaging. Despite the unprecedented challenge posed
by the pandemic, we successfully achieved all these goals.

We reduced our absolute carbon emissions by over 50%, removed
over 50 billion calories through reformulation and permanently
eliminated 1 billion pieces of plastic. We were also recognised by
numerous external benchmarks. These included the highest ranking
of any food retailer in the Corporate Human Rights Benchmark and
Oxfam Behind the Barcodes, marking how we continue to lead the
way on important human rights issues such as gender equality and
sustainable livelihoods.

Our values

No one tries harder for customers
We treat people how they want to be treated
Every little help makes a big difference

People Product

Employment and skills Food waste
Diversity and inclusion Packaging
Health, safety and wellbeing Healthy sustainable diets
Human rights Animal welfare

Planet Places

Climate change Supporting communities

Sustainable agriculture Food redistribution
Marine
Tackling deforestation

Code of Business Conduct

Our Code of Business Conduct is at the heart of how we run our business and helps protect our reputation. It ensures we operate in a
responsible manner, doing the right thing for our customers, our colleagues and everybody we interact with.

You can find a full review of our activity, performance and future ambitions
in our Little Helps Plan report and at www.tescoplc.com/sustainability.

Tesco PLC Annual Report and Financial Statements 2021



People

People are at the heart of our business
and this has been an incredibly tough year
for everyone. Our colleagues went above
and beyond, rising to every challenge in
the most exceptional circumstances.

We are proud of our more than 360,000 colleagues who have
worked relentlessly throughout the pandemic in service of feeding
the nation. Their health, safety and wellbeing have been and
continue to be a top priority for us.

Alongside the physical safety measures we have taken, we

have also stepped up our mental wellbeing support that is
helping our colleagues and their families manage COVID-19’s
impact on everybody’s daily lives. In April 2020, we launched
two new free digital mental health resources, Headspace and
SilverCloud, to colleagues, with almost 30,000 of them making
use of Headspace since launch. During Mental Health Awareness
Week in May 2020, we launched our first mental health colleague
campaign #imhereforyou. This encourages colleagues to reach
out to each other and remind everyone that no one is ever
alone at Tesco. We followed this campaign with more specific
guidance for colleagues working at home.

Our colleague-listening programme, Every Voice Matters, helps
us gather feedback and implement improvements throughout the
year. More than two-thirds of colleagues across the Group took
part in our annual survey, and 82% of them told us they think
Tesco is a great place to work.

Supporting job creation and skills development
During the first UK lockdown, we hired nearly 50,000 temporary
colleagues to help serve customers when demand was at its
highest. Many of these colleagues continue to work with us in
newly created roles, including the 20,000 permanent jobs we
created to meet increased demand for online deliveries.

By investing in young people, we hope to provide many with

the opportunity to enter the world of work and build skills at a

time when labour markets are tough. For example, we pledged
support to the UK Government’s Kickstart scheme, offering 1,000
placements. In November we welcomed 900 Kickstart colleagues
to our large stores in areas of high youth unemployment across the
UK, with the aim of helping them be ‘work-ready’ at the end of their
placement. We also continued to offer work placements to young
people not in education, employment or training (NEETs) through
the Movement to Work programme. In the UK, 618 placements
took place during the year, with 344 becoming colleagues.

Diversity and inclusion

We value individuality and uniqueness, and treat everyone fairly and
with respect. You can find more information on our approach to
diversity and inclusion on page 17.

Protecting human rights

We are committed to ensuring there is decent, fair, safe work for
all, both directly and indirectly throughout our supply chain. Our
human rights strategy focuses on four priority areas: sustainable
livelihoods; forced labour; worker representation; and gender equality.
We have identified risk areas within our own operations and across
our supply chain. We work with suppliers, NGOs and other retailers
to develop targets and action plans that address the risks.

COVID-19 has impacted our ability to undertake physical site visits
and audits, however we have continued to support our suppliers

Strategic report

COVID-19 support

We are committed to supporting our clinically
extremely vulnerable and high-risk clinically
vulnerable colleagues and have ensured they
remained at home on full pay during peak
lockdown moments following government
guidance. For colleagues who becameill

with COVID-19 or needed to self-isolate, we
ensured they received full pay from the first
day of absence. We have also paid recognition
bonuses totalling around £130m, to colleagues
across the Group for their hard work
throughout the pandemic.

and safeguard workers’ rights in our supply chain with webinars
and virtual due diligence assessments to ensure continued
supply chain visibility.

Clothing suppliers have been particularly hard hit by the pandemic.
From the start of the crisis, we committed to paying for every
clothing order that had been completed or was in production.

We focused on ensuring garment workers were paid correctly

and that health and safety measures and personal protective
equipment were in place for workers.

As part of our sustainable livelihoods strategy, we started working
with our banana suppliers in August, using the IDH Salary Matrix
tool to identify gaps between prevailing wages and living wages in
key sourcing countries of one of our best selling products. We will
be working with producers and the wider industry from 2021to
develop strategies and actions to move towards a living wage in
the banana industry.
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Little Helps Plan continued

Product

We believe that healthy, sustainable products should be affordable to all. In our
Product pillar, we take action to ensure that products are grown, sourced and
produced in a sustainable way, embracing new technologies and innovation.

Healthy, sustainable food

We want to help our customers enjoy a better-balanced diet, and
we aim to make the healthy option easy, enjoyable and affordable.
That’s why we updated our health strategy this year to be better
aligned to the UK Eatwell Guide. We aim to improve the healthiness
of the average shopping basket by increasing the proportion of
healthy products to 65% of volume sold by 2025.

@ Ambitious health
commitments

In March 2021, we announced new targets to
make Tesco the easiest place for customers to
shop for affordable, healthy, sustainable food:

- increase the proportion of sales of
healthy food to 65% by 2025;

- make products healthier through
reformulation; and

- increase the sales of plant-based
meat alternatives by 300% by 2025.

Further information is available in our
Little Helps Plan report.
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We became the first UK supermarket to commit to increasing

the sales of plant-based meat alternatives by 300% by 2025.

We already have over 350 plant-based meat alternatives on our
shelves and we continue to invest in innovation with new plant-
based brands joining our incubator programme this year. Alongside
our growth in plant-based foods, we have also continued to help
our customers eat more fruit and vegetables, with 50% of our
ready meals now containing at least one of the recommended
5-a-day, up from 26% in 2018.

Through reformulation, we have made thousands of the products
our customers enjoy a little healthier by reducing calories, fat,
sugar and salt and increasing fruit, vegetable and fibre content.
Since 2018, we have removed over 50 billion calories. We are
working hard to remove a further 50 billion by 2024.

Packaging

Packaging plays an important role in protecting products and
reducing food waste. Our 4Rs strategy (Remove, Reduce, Reuse,
Recycle) aims to ensure that plastic never finds its way to

landfill or into the environment.

In December 2020, we announced the permanent removal of
1 billion pieces of plastic from the UK business. Working with
our suppliers, we successfully removed plastic from a range
of products, including 67 million pieces on tinned multipacks
and 24 million pieces on our sausage rolls and slices packaging.

By volume, 84%®@ of our Own Brand packaging is widely recyclable.
We are working with partners to address the more challenging soft
plastic, installing in-store recycling points to collect plastic from
products including bread, crisp and salad bags.

Working with reusable packaging specialists Loop, in July we
launched an online shopping service that delivers products in
reusable packaging. Since the launch we have delivered thousands
of orders to customers across the UK, and we are aiming to trial
in-store in 2021.

Tackling food waste

Our fight against food waste calls for action on farms and
manufacturing sites, in-store and at home. This year we prevented
a higher percentage of good food going to waste than ever before,
with 82%° of unsold food being given to charities, colleagues or as
animal feed in the UK. We were able to do this through our
partnership with FareShare, via more than 6,500 local community
groups and through the Olio app, which is now redistributing 3%
of our unsold food suitable for human consumption.

Across the Group, we have reduced food waste by 42% since
2016/17 and are making good progress towards our ambition of
halving food waste by 2030. Our suppliers have also stepped up

to the food waste challenge, cutting 155,000 tonnes of food waste:
71 suppliers are now publishing their food waste data, including
those responsible for over half of fresh food sales in the UK and

a third of fresh food sales in Ireland.

(a) In accordance with the producer responsibility obligations we report our recycling
performance a year in arrears.

¢ KPMG LLP was engaged to provide independent limited assurance over the selected
food waste data highlighted in this report with a ¢ using the assurance standard ISAE
(UK) 3000. KPMG has issued an unqualified opinion over the selected data. KPMG’s full
assurance statement is available at: www.tescoplc.com/reportinghub



Planet

Strategic report

The health and stability of the natural world goes hand-in-hand with the health and
stability of our business - they are two sides of the same coin. As we strive to provide
our customers with affordable, healthy, sustainable food, we are also taking action on
important issues including climate change and restoring nature.

Climate change

Climate change is the biggest environmental threat the world
faces, and one that poses a challenge to our business and our
supply chains. Recognising this, climate change has now been
included as a separate principal risk, as set out on pages 33 to 37.

We impact the climate in our own operations and through our
supply chains, and we have a longstanding commitment to reduce
carbon emissions in line with the Paris Agreement. We are also
implementing the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD), details of which

are set out on pages 26 to 28.

In 2020 we committed to fast-track our net zero ambitions for
the UK business to 2035, announcing new actions to help tackle
our biggest sources of emissions: refrigeration, transport and
heating. Actions include switching to CO, in refrigeration and
trialling alternative heating solutions like heat reclaim. 100% of
our electricity is renewable and we are creating additional
renewable energy generation for the UK National Grid. One of our
projects includes partnering with renewable energy investor, Low
Carbon, to create three new solar farms in the UK. In September
we became signatories to EV100, the global initiative focused on
accelerating the transition to electric vehicles and aim to have

a fully electric home delivery fleet by 2028.

Despite the unprecedented challenge presented by COVID-19
and the subsequent changes to our operations, most notably
the growth in online shopping, our Scope 1and 2 greenhouse

gas (GHG) emissions across the Group reduced by 10% compared
to 2019/20, and by 54% when compared to our 2015 baseline.

Halving the environmental impact of the average

UK shopping basket

In 2018, we launched a four-year partnership with WWF, aimed at
making it easier for customers to eat more sustainably, restore
nature in food production and eliminate waste. In 2019, we jointly
launched the Sustainable Basket Metric, a pioneering industry

Greenhouse gas emissions

measurement for monitoring progress against the ambition of
halving the environmental impact of the average basket.

This year, we established our baseline (2018) performance using
the 20 sub-metrics contained within the Sustainable Basket Metric,
calculating that we are 11% of the way towards our target. We have
made progress in many of the areas covered by the Basket Metric,
including improvements in tackling food and packaging waste, and
encouraging plant-based diets with our commitment to increasing
the sales of plant-based meat alternatives by 300% by 2025.

Tackling

deforestation

Preventing deforestation and degradation
is critical to a sustainable future. In 2010,
we committed to achieving zero net
deforestation of our raw materials by 2020.
We achieved this goal through certification
and have since introduced further targets
within our zero deforestation soy transition
plan. These include our aim of sourcing
100% of our soy from verified zero-
deforestation areas by 2025.

Global tonnes of CO,e

2020/21 2019/20 2018/19 Base year 2015/16
Scope 1 1,053,151° 1,105,183 1,117,480 1,240,871
Scope 2@
Market-based method 13,631° 81,5631 256,446 1,095,671
Location-based method 718,222° 859,583 995,543 1,657,316
Total Scope 1and 2 (market-based) 1,066,762° 1,186,714 1,373,926 2,336,542
Scope 1and 2 carbon intensity (kg CO,e/sq. ft. of stores and DCs) 11.63° 15.58 18.24 30.16
Scope 3® 471,195° 557,111 624,752 684,079
Total gross emissions 1,537,957° 1,743,825 1,998,678 3,020,621
CO,e from renewable energy exported to the National Grid 350° 635 593 1,513
Total net emissions 1,5637,607° 1,743,190 1,998,085 3,019,108
Overall net carbon intensity 16.76° 22.88 26.53 38.96

(total net emissions kg CO,e/sq. ft. of stores and DCs)

(a) We engaged KPMG LLP to provide independent limited assurance over the greenhouse gas emissions data highlighted in the above table with a ¢ using the assurance standards ISAE (UK)
3000 and 3410. KPMG has issued an unqualified opinion over the selected data. KPMG’s full assurance statement is available at: www.tescoplc.com/reportinghub. All figures have been
restated to reflect the disposal of Thailand, Malaysia and Poland and include the acquisition of Best Food Logistics in the UK as well as minor data improvements.

(b) Our method statement can be accessed at www.tescoplc.com/climatefactsheet. We use the market-based method for calculating Scope 2 emissions for our total emissions to account
for our efforts in generating and purchasing low-carbon energy. The location-based method is provided for disclosure only and all intensity, net and gross emissions shown are calculated

using Scope 2 market-based method.

(c) Under Scope 3 emissions we report business travel and emissions from distribution arranged by Tesco but provided by third parties (including secondary distribution globally and
emissions from primary distribution in the UK). Scope 3 emissions also include transmission and distribution impacts of electricity and heat supply and well-to-tank embodied impacts of
fuel. Further information on our carbon calculations is available at www.tescoplc.com/climatefactsheet.
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Little Helps Plan continued

Places

Supporting our communities has never been more vital than during the past year,
when the ongoing pandemic has affected the lives of so many people. By working
with our partners, we are helping thousands of communities. Through our charity
partnerships, community grant programmes and colleague and customer

fundraising we have donated £129m this year.

Supporting our health
charity partners

The Health Charity Partnership between
Tesco, Cancer Research UK, the British
Heart Foundation and Diabetes UK helps
people in the UK make sustainable lifestyle
changes and adopt healthy habits. Since
2017, we have raised over £17m for our
health charity partners.

During the pandemic, our partners

faced record levels of demand for their
services at the moment their funding was
significantly impacted by the cancellation
of fundraising events and temporary
closure of shops.

To support our partners, we held a
fundraising appeal across all our UK stores
in September 2020. Customers were able
to support the appeal by rounding up their
shop to the nearest £1. Over the 13-day
in-store appeal, customer donations
totalled nearly £1.5m. Tesco matched
contributions to bring the total charity
donation to £3m.

Many families are facing hardship due to the pandemic. In April we
announced a £30m package of support for communities in the UK
dealing with COVID-19. Building on our five-year partnership with
FareShare and the Trussell Trust, we donated an additional £15m
worth of food to community groups and food banks, additional

to the estimated £3m worth of food we donate each month by
redistributing surplus food.

In total during the year, we provided nearly 29 million meals from
stores and distribution centres to charity groups in the UK and

17 million meals in Central Europe. We were also proud to partner
with SalutetheNHS.org, donating all the food in a million food
parcels for frontline NHS workers.

Our customers have also made a massive contribution to
communities through our Food Collection events and in-store
collection points. In the UK, a total of more than 1.3 million
meals were donated this year and in Central Europe 1,000
tonnes of food was donated or collected for food banks in the
Czech Republic, Hungary and Slovakia.

We are a member of the Marcus Rashford Child Poverty Task
Force, which is campaigning for solutions to end child food
poverty in the UK. From November 2020 to March 2021, families
who used the weekly Healthy Start Vouchers received a £1 coupon
to spend on fresh and frozen fruit and vegetables at Tesco.

We also awarded nearly £8m of Bags of Help grants during 2020,
benefiting more than 10,000 community groups across the UK.

In Ireland we supported more than 1,700 good causes through the
Community Fund. In Central Europe, we helped 683 local groups
with You Choose, We Help grants.




Diversity and inclusion

Strategic report

Diversity and inclusion

at Tesco.

Everyone’s welcome at Tesco
Diversity and inclusion have always been at the heart of Tesco. It is
embedded in our values; we treat people how they want to be treated.

We always want our colleagues to feel they can be themselves at
work. We are committed to helping everyone be at their best by
creating a sense of belonging and valuing the individuality and
uniqueness of our colleagues.

Tesco’s diversity and inclusion strategy

Across the business we will continue to work to create a more
diverse and inclusive culture. This will in turn improve performance,
better reflect the communities we serve, and enhance engagement
among our colleagues, customers and suppliers. Our strategy is
underpinned by five colleague networks, who support in the creation
of a diverse and inclusive culture where everyone is welcome. The
networks being: LGBTQ+; Women at Tesco; Black, Asian, Minority
Ethnic Network; Armed Forces Network; and Disability Network.

Our strategy is formed of three key pillars and related priorities:

Inclusive leadership and diverse
talent development

Lead and role

model inclusion ) )
Becoming data rich

Consciously inclusive across

Embed inclusion in all colleague touchpoints

everything we do

Fully inclusive people policies

Listening to and elevating
diverse voices

Listen, learn, act

Education and support for
colleagues and communities

We are proud that 81%* (2020: 79%) of colleagues feel they can
be themselves at Tesco without fear of judgement. This insight
acknowledges the positive progress we have made.

2020 has been a challenging year, but we have had the opportunity
to truly listen and consider how we can better ensure everyone
feels welcome.

* Annual colleague engagement survey 2021.

Lead and role model inclusion

Becoming data rich

Our ‘This is Me’ campaign asks all colleagues to voluntarily share
their diversity data. This will help us better understand the diversity
of our workforce, make more informed and inclusive decisions and
put plans in place where they are needed most. This data insight
will allow us to hold ourselves accountable for progress and track
the success of interventions, as well as enabling us to participate in
future legislative and voluntary reporting.

Inclusive leadership

We have defined what inclusive leadership means at Tesco and
measure as part of our leaders’ performance. We have also
developed a series of masterclasses for all Tesco senior leaders.
Focusing on bias, race equality and privilege, these are supported
by self-led resources to help further build inclusive behaviours
across our business.

Mentoring

In partnership with Arrival Education, our Executive Committee
participated in a mentoring programme to support young, diverse
talent outside our business. This gave them the inspiration, insight
and skills to drive meaningful change in developing socially and
ethnically diverse talent within Tesco. We will extend this
programme to our business leaders in 2021.

Diverse talent development
As part of our talent planning processes, we ensure equal
opportunities for all colleagues.

To help us support young talent more effectively, we have introduced
Diverse Talent Communities which are sponsored by our Executive
team. Initially, these communities will focus on helping colleagues
from minority ethnic backgrounds accelerate their career at Tesco
through bespoke career planning, increased visibility and senior
sponsorship. We are currently exploring opportunities for
supporting colleagues in other underrepresented groups.

We are also committed to improving the gender balance across our
business and have made a number of external commitments. These
include achieving the Hampton-Alexander Review target of having
more than 33% female representation at Board and Executive level
by 2023.

Gender diversity 2020/21 (actual year-end headcount)

Male Female
Board of Directors 9 69% 4 31%
Senior managers 330 74% 14 26%
- Directors
Senior managers 2,371 67% 1,166 33%
- Directors and managers
All employees 169,852 47% 191,919 53%

Executive external resourcing and strong internal succession plans
play a critical role in enabling and accelerating our ability to meet
our diversity and inclusion ambitions. As of March 2021, the overall
percentage of female members of the Board, Executive Committee
and direct reports to the Executive Committee stood at 31%.
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Diversity and inclusion continued

Embed inclusion in everything we do

We are continually reviewing key colleague touch points to ensure all
colleagues always feel welcome. Over the past year, we focused on:

- Resourcing: attracting diverse external talent is essential and
our refreshed Careers website now incorporates an augmented
writing tool to help ensure that unbiased language is used. We
are focused on hiring diversity at a senior level, by working with
our partners to demand diverse shortlists.

- Onboarding: we aim to ensure that all new starters have an
understanding of what inclusion means at Tesco and to make
induction content fully inclusive, digital and easy to access.

- Policies: we are reviewing all our policies against external best
practice. Our family policies for maternity, paternity and
adoption now have a minimum standard across the Group,
ensuring a consistent experience for colleagues.

- Workplace adjustments: we are partnering with a new
workplace adjustments provider. We have redesigned and
relaunched our approach to workplace adjustments for the UK.

Listen, Learn, Act
Our Listen, Learn, Act strategy pillar helps us to recognise,
celebrate and value our differences.

Listen

We create opportunities for colleagues to share their views on
diversity and inclusion topics. By holding executive-led listening
sessions and asking colleagues to share their own experiences,
we have been able to better elevate diverse voices.

Learn

We are focused on using action-orientated colleague learning
activities to raise awareness of the importance of inclusion and
developing a greater understanding of individual and collective
responsibility.

Supporting our commitment to change, we have created targeted
learning for all colleagues, as well as specific modules for line
managers, our People, Resourcing and leadership teams.

All managers will go through this learning over the next 12 months,
helping them feel empowered and comfortable when talking about
difference, and ensuring everyone has an equal opportunity to get on.

Act

We are committed to taking action within our communities by
helping those young people in most need into employment and,
increasing the diversity of young talent joining our new intern,
apprenticeship and graduate programmes. We have offered
1,000 six-month work placements through the Kickstart
government scheme, to long-term unemployed 16-24 year-olds,
helping to build the skills they need to become work-ready.

More than 45% of the young people joining one of our programmes

in 2021 will be from an ethnic minority background. More than 51%
are female and more than 17% will be joining us with a disability.
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External commitments

Race equality is a priority for our business. In 2019, we signed
the Business in the Community Race at Work Charter and have
action plans against its five calls to action. In response to Black
Lives Matter in 2020, we were a signatory to The Sunday Times
Open Letter. Such external commitments help hold us to
account in continuing to create a culture of inclusion.

Elevating diverse
voices

Insight from our 2020 annual colleague
satisfaction survey showed that we needed
to create more opportunities to better
understand our diverse colleagues.

As part of our priority to elevate diverse
voices within the business, we held several
executive-led listening sessions with
colleagues from diverse communities,

using our established colleague networks

as a platform to do so. The sessions focused
on understanding the experiences of these
groups and what we can do to support them
further during their careers at Tesco.

We have committed to continuing to hold
these listening sessions. The feedback we
have captured so far has informed action
plans for our colleague networks and future
diversity and inclusion initiatives.

These include:

- Refreshed mentoring resources
and activities.

- The launch of our Diverse
Talent Communities.

- New line manager training and
on-demand resources.



Strategic report

Financial review

Well placed to build on
momentum.

“Our focus on looking after
customers in these challenging
times has enabled us to build
a strong business for all
stakeholders. We are in good
shape to keep building on this
momentum in the current year.”

Alan Stewart
Chief Financial Officer

Headline Group results

YoY YoY YoY
52-week change 52-week change 53-week change
52 weeks ended 27 February 2021 2019/20@ 2019/20% (Actual (Constant (Actual
on a continuing operations basis 2020/21  52-week basis 53-week basis  exchangerates) exchangerates) exchange rates)
Group sales (exc. VAT, exc. fuel)® £53,445m £49,945m £50,788m 7.1% 7.0% 5.2%
UK & ROI £48,848m £44,909m £45,752m 8.8% 8.6% 6.8%
Central Europe £3,862m £3,968m £3,968m (2.1% (0.6)% (2.7)%
Tesco Bank £735m £1,068m £1,068m (31.20% (31.2)% (31.2)%
Fuel £4,442m £7,163m £7,303m (38.00% (38.00% (39.2)%
Revenue (exc. VAT, inc. fuel) £57,887m £57,108m £58,091Tm 1.4% 1.3% (0.4)%
Group operating profit before exceptional items and £1,815m £2,525m £2,571m (28.1% (28.3)% (29.4)%
amortisation of acquired intangibles®
UK & ROI £1,866m £2,156m £2,202m (13.5)% (13.7)% (15.3)%
Central Europe £124m £176m £176m (29.5)% (29.0% (29.5)%
Tesco Bank £(175)m £193m £193m n/m n/m n/m
Include exceptional items and amortisation of acquired intangibles £(799m £(331)m £(365)m
Group statutory operating profit £1,736m - £2,206m (21.3)%
Adjusted Group profit before tax? £1,161m £1,832m £1,869m (36.6)% (37.99%
Group statutory profit before tax £825m - £1,028m (19.7)%
Diluted EPS before exceptional and other items (adjusted for 11.94p 18.60p 18.98p (35.8)% (37.1%
share consolidation)®
Statutory diluted EPS 7.54p - 7.54p 0.1%
Statutory basic EPS 7.56p - 7.60p (0.5)%
Dividend per share 9.15p - 9.15p 0.0%
Capex? £1.0bn £0.9bn £0.9bn
Net debt® £(12.0)bn £(12.0bn £(12.3)bn down 2.8%
Retail free cash flow® £1.2bn £1.7bn £1.5bn (29.8)% (20.5)%
Detailed below is a summary of our performance for the last The COVID-19 crisis has had a significant effect on these results
financial year. For UK & ROI, the prior year was the 53 weeks including substantial incremental costs, a severe decline in the
ending 29 February 2020. To aid comparability, the headline hospitality sector impacting Booker’s catering business, a material
results and associated commentary is presented on a 52-week reduction in Bank profitability and a benefit from additional UK & ROI
comparable basis. retail sales. In December, we made a decision to repay business

rates relief and the full cost of business rates is therefore included
as usual in the relevant profit measures.

(a) All measures apart from net debt are shown on a continuing operations basis. Prior-year comparatives are also shown on a continuing operations basis. Net debt includes discontinued
operations until the point of sale. Further details on discontinued operations can be found in Note 7, starting on page 137.

(b) Group sales exclude VAT and fuel. Sales change shown on a comparable days basis for Central Europe.

(c) Excludes amortisation of acquired intangibles and excludes exceptional items by virtue of their size and nature in order to reflect management’s view of underlying performance.

(d) Adjusted Group PBT measures exclude exceptional items, amortisation of acquired intangibles, net pension finance costs and fair value remeasurements of financial instruments.

(e) Diluted EPS before exceptional and other items (adjusted for share consolidation) is provided to aid comparability, as the sale of our businesses in Thailand and Malaysia, and the share
consolidation and special dividend which followed, distort our financial result in the year. As such, this metric is presented on a basis other than in accordance with IAS 33 and captures
the full impact of the share consolidation as if it had taken place at the start of the 2019/20 financial year. Please see Note 9 on page 139 for a reconciliation to diluted adjusted EPS.

(f) Capex is shown excluding property buybacks. Statutory capital expenditure (including property buybacks) for the 52 weeks ended 27 February 2021 was £1.3bn (LY £1.2bn).

(g) Net debt, total indebtedness and retail free cash flow exclude Tesco Bank. Net debt also includes lease liabilities following the adoption of IFRS 16.
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Financial review continued

Including these impacts, Group operating profit before exceptional
items and amortisation of acquired intangibles was £1,815m, down
(28.1)% at actual rates. Statutory operating profit of £1,736m
includes the impact of £(79)m exceptional items and amortisation
of acquired intangibles.

We propose to pay a final dividend of 5.95 pence per Ordinary
share, taking the full-year dividend to 9.15 pence per Ordinary
share, including the payment of an interim dividend of 3.20 pence
per Ordinary share in November 2020. The total dividend for the
year is in-line with the prior year and an exception to our policy,
reflecting the importance the Board places on dividends paid to
shareholders, the strength, resilience and momentum of the
business in a truly exceptional year and our confidence in

future cash flows.

In December 2020, we completed the sale of our businesses

in Thailand and Malaysia for an enterprise value of £8.2bn and

net cash proceeds before tax and other costs of £8.0bn. The
proceeds were used to return £5.0bn to shareholders via a special
dividend and make a £2.5bn one-off contribution to the pension
scheme. In March 2021, we completed the sale of our business in
Poland. The performance of our businesses in Thailand, Malaysia
and Poland is classified as discontinued operations and has been
excluded from our headline performance measures.

Segmental results

UK & ROI

In the UK and the Republic of Ireland (ROI), total sales grew by 8.8%
as we saw a shift towards ‘in-home’ consumption. Sales in the first
quarter grew by 9.4% due to an initial period of stockpiling at the
start of the first national lockdown, before stabilising in the second
and third quarters as the ‘out of home’ market partially reopened.
As the UK entered a second and third national lockdown, sales
reaccelerated into the fourth quarter and we saw sustained
elevated sales throughout this period. Demand was particularly
strong in fresh food, grocery and beers, wines and spirits
categories across the year.

In response to the significant demand peak early in the year, we
worked with our supplier partners to simplify our offer, prioritising
availability in essential products and categories. We reduced
promotional participation from 36% to 21% through the year as
we focused on every day great value for customers.

We gained market share in the year and gained customers from all
key competitors. Our relative performance was particularly strong
in the second half, including a market leading performance every
week over the Christmas period.

We further strengthened and simplified our value proposition,
including launching the ‘Aldi Price Match’ campaign in March 2020
before extending it to over 500 products, including brands. Our
value perception accelerated in the second half, reaching its
highest level in a decade, up 480 basis points by the end of

the year.
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We extended Clubcard Prices from September, initially offering
€.2,000 exclusive deals to our Clubcard customers. In March 2021,
we increased the number of deals available to customers to more
than 3,000, now including general merchandise promotions.
Since September, the number of customers using their Clubcard
via an app has doubled to more than five million and Clubcard
sales penetration has increased by more than 10 percentage points
to around 80%. Although we have not focused on expanding our
Clubcard Plus subscription offer during the COVID-19 pandemic,
we continue to see an increase in uptake and basket uplifts are
significantly ahead of our expectations.

Sales grew in every format and channel. Like-for-like sales in
large stores grew by 1.5%, with bigger baskets but fewer visits

as customers sought to do all of their shopping in one trip.
Like-for-like sales in our Express and One Stop stores grew by
3.9% with particularly strong growth in our neighbourhood stores
as customers favoured shopping closer to home.

In response to the unprecedented increase in customer demand
for online groceries, we rapidly expanded our online business, more
than doubling capacity to 1.5 million slots per week over a five-week
period. Sales grew by 77% in the year - an additional £2.8bn - taking
annual sales to £6.3bn (inc VAT). Online sales participation doubled
to 156% for the full year, reaching a peak of 18% during the fourth
quarter. Home deliveries accounted for 79% of online orders, with
click & collect participation increasing from 11% at the start of the
year to 25% by the end of the year. Our first UFC (urban fulfilment
centre) opened in the year in West Bromwich Extra. Our second
UFC in Lakeside Extra is now due to open May 2021, having been
delayed several months by the pandemic, and a further four sites
are due to open within the next twelve months. These UFCs will
enable us to provide access to more delivery slots for customers
with an increased rate of picking - a scalable, efficient option to
fulfil ongoing online demand.

Booker sales grew by 10.5%, due to the inclusion of sales from

Best Food Logistics which was acquired at the beginning of the
financial year. Sales to retail customers were strong, increasing by
18.5%, as we expanded their grocery ranges in response to demand
from customers aiming to shop closer to home. In catering, sales
declined by (40.8)% due to the closure of the hospitality and leisure
sector for much of the year, with monthly performance strongly
correlated to the severity of the UK COVID-19 restrictions.

We supported our catering customers throughout this period of
change, offering a full range of food and consumables, leading

to a significantly increased market share at the end of the year.

In ROI, sales grew by 13.7% at constant rates driven by particularly
strong growth in our large stores. Our online business remains
the clear market leader and we increased capacity by over 60%
since the start of the year in response to customer demand, with
online sales participation increasing from 6% to 9%. By the end of
the year, our customer NPS score was at its highest level in over
five years as we saw significant improvements in both value and
quality perception.

UK & ROI operating profit before exceptional items and
amortisation of acquired intangibles was £1,866m, down
(13.5)% year-on-year.



The COVID-19 pandemic had far-reaching impacts on our
operations, and we incurred significant costs in safeguarding our
customers and colleagues, primarily through higher payroll costs.
All colleagues who were off-work due to COVID-19 and those who
were required to shield or self-isolate received full-pay from their
first day of absence. In recognition of the efforts of our store and
distribution colleagues, we awarded three bonuses throughout
the year to thank them for their exceptional contribution. We also
incurred costs for safety consumables, protective equipment and
additional distribution, and the temporary closure of hospitality
outlets impacted our retail partners who operate from our stores,
leading to a reduction in rental income. In total, UK COVID-19 costs
led to a £(892)m reduction in operating profit, which was partially
offset by the contribution from higher sales. In the current year,
while we anticipate that the majority of these costs will fall away,
a certain proportion are likely to be required due to any ongoing
absence and while we operate within national lockdown
restrictions. Our current estimate - based on the latest UK
Government roadmap for easing restrictions - is for around a
quarter of the 2020/21 costs to be repeated. We will continue

to forgo any business rates relief available.

Booker profitability was significantly impacted by the decline in
catering sales, partially offset by a stronger contribution from

our retail business and robust cost control. The recovery of
catering performance remains uncertain and is likely to be

strongly correlated to the reopening of the hospitality and

leisure sector. As catering demand fell away immediately

following the completion of the Best Food Logistics acquisition,
colleagues there were redeployed to support Booker’s retail
customer-focused business and the Tesco grocery online business.

Central Europe

In Central Europe customer behaviour was different to that seen

in the UK & ROl markets and trading restrictions were highly
variable. The smaller ‘out of home” market in Central Europe meant
we did not see as significant a shift to ‘in-home’ consumption. Sales
declined by (0.6)% at constant rates as customers were encouraged
to shop locally and trading restrictions in general merchandise led
to a reduction in footfall in our larger, destination stores. Our
online business and core food ranges within supermarkets
performed strongly throughout the year. Trading regulations

are expected to remain challenging into the current year.

Central European operating profit before exceptional items
reduced by (29.5)% year-on-year, to £124m, reflecting a challenging
trading environment while operating under COVID-19 restrictions,
which particularly impacted our most significant large stores
channel. We incurred a £(25)m charge in the year relatingto a
retail sales tax in Hungary which was introduced in May. As in the
UK & RO, our response to the COVID-19 pandemic in the region
resulted in higher costs due primarily to colleague absence, while
mall income was also impacted due to temporary closures. These
impacts were partially offset by cost savings from our ongoing
simplification efforts in the region.

Strategic report

Tesco Bank

This year Last year YoY
Revenue £735m £1,068m (31.2)%
Operating profit/ (loss) £(175)m £193m n/m
before exceptional
items
Statutory operating £(470)m £74m (735.1%
profit/ (loss)
Lending to customers £6,402m £8,45Tm (24.2)%
Customer deposits £(5,738)m £(7,707)m (25.5)%
Net interest margin 5.2% 4% 1.1%pts
Total capital ratio 28.2% 23.1% 5.1%pts

The COVID-19 pandemic had a significant impact on performance
across the Bank as a material decline in customer spending led
to lower levels of new business activity in loans and credit cards,
lower credit card balances, and a reduction in ATM and travel
money transactions.

Higher levels of unemployment and lower GDP forecasts

resulted in an increase in the provision for potential bad debts.
This, in combination with the reduction in income, resulted in an
operating loss of £(175)m for the full year, compared to a profit in
the prior year of £193m. We also recognised an impairment charge
of £(295)m in relation to goodwill due mainly to an increase in the
discount rate as well as a reduction to anticipated future cash
flows. The macroeconomic environment remains uncertain and
will continue to impact banking activity levels.

Lending to customers declined by (24.2)% and customer deposit
balances declined by (25.5)%, driven by lower levels of customer
spending and a prudent approach to new credit risk. Lower levels
of lending strengthened the Bank’s capital position with the total
capital ratio increasing to 28.2%, an improvement of 5.1 percentage
points year-on-year. The balance sheet remains strong and the
Bank continues to have sufficient capital and liquidity to absorb
changes in both regulatory and funding requirements.

As previously announced, we expect to complete the acquisition of
our partner’s stake in the Tesco Underwriting joint venture in May.
This will create an end-to-end insurance business that is uniquely
positioned to help Tesco customers.

We supported our customers throughout the year by offering

loan and credit card payment breaks to the end of March 2021,
increasing contactless payment limits to allow more customers

to shop safely, removing administration fees to allow insurance
customers to change or cancel policies, reducing overdraft fees
and fees related to early access to savings accounts. Our Pay+ app
allows contactless payments of up to £250 and we now have over
one million users.
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Financial review continued

Exceptional items and amortisation of acquired
intangibles in statutory operating profit

Last year Last year
52-week 53-week
On a continuing operations basis This year basis basis
Impairment charge on Tesco Bank £(295)m - -
goodwill
Net impairment reversal of £156m £64m £64m
non-current assets
Acquisition of property joint £134m £(136)m £(136)m
venture
UK - ATM business rates £105m - -
Litigation costs £(93)m - -
Property transactions £26m £22m £33m
Booker integration costs £(25)m £(23)m £(23)m
GMP Equalisation £(7)m - -
Employee share scheme £(4)m - -
Net restructuring and redundancy = £(64)m £(108)m
costs
Closure of Tesco Bank current = £(56)m £(56)m
accounts to new customers
Impairment of investment in India = £(47)m £(47)m
joint venture
Provision for customer redress = £(45)m £(45)m
Disposal of Gain Land associate = £37m £37m
Tesco Bank mortgage book disposal = £(5)m £(5)m
Total exceptional items in £(3)m £(253)m £(286)m
statutory operating profit
Amortisation of acquired intangible £(76)m £(78)m £(79)m
assets
Total exceptional items and £(79)m £(33hm  £(365)m

amortisation of acquired
intangibles in statutory operating
profit

Exceptional items are excluded from our headline performance
measures, by virtue of their size and nature, in order to reflect
management’s view of the underlying performance of the Group.
On a continuing operations basis, total exceptional items resulted
in a charge of £(3)m, compared to £(253)m last year.

We recognised an exceptional charge of £(295)m relating to
Tesco Bank goodwill due mainly to an increased discount rate

as well as an anticipated reduction in future cash flows as a result
of the COVID-19 pandemic.

The exceptional credit of £156m relating to net impairment reversal
of non-current assets was driven by a reduction in discount rates
across our retail businesses.

The acquisition of our partner’s 50% stake in The Tesco Property
(No. 2) Limited Partnership in September 2020 brought into full
ownership 12 stores and two distribution centres. The exceptional
credit of £134m represents the net effect of the derecognition of
the previously held lease liabilities and right of use assets, and the
remeasurement of the acquired assets.

A credit of £105m relates to the refund of historical ATM business
rates payments after a Supreme Court ruling in May determined
that retailers should not be assessed for rates on ATMs installed
in or outside stores. We collected £90m of these cash refunds in
the year, with the balance remaining to be collected in the
2021/22 financial year.
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A charge of £(93)m relates to the settlement of two shareholder
litigation claims during the period, with associated costs.

We have incurred a further £(25)m exceptional charge related to
Booker integration costs, bringing costs to date to £(61)m, which is
in line with our estimate of total integration costs over a three-year
period of between £(50)m to £(75)m. We do not expect to incur any
further exceptional integration costs.

Amortisation of acquired intangible assets is excluded from our
headline performance measures. We incurred a charge of £(76)m
in the period, which primarily relates to our merger with Booker in
March 2018, which resulted in the recognition of goodwill of
£3,093m and £755m intangible assets.

Joint ventures and associates

Our share of post-tax profits from joint ventures and associates
before exceptional items was £26m. This includes profits from UK
property joint ventures, in addition to an increased contribution
from Tesco Underwriting Ltd. The year-on-year improvement also
reflects the benefit of the removal of our loss-making associate in
China, which we disposed of at the end of last year.

Finance income and finance costs

Last year Last year
52-week 53-week
On a continuing operations basis This year basis basis
Net interest on medium term £(218Im  £(209)m £(212)m
notes, loans and bonds
Other interest receivable and £15m £20m £20m
similar income
Other finance charges and interest £(3m £(24)m £(24)m
payable
Finance charges payable on lease £(446)m £(480)m £(486)m
liabilities
Net finance cost before £(680)m  £(693)m £(702)m
exceptional charges, net pension
finance costs and fair value
remeasurements of financial
instruments
Fair value remeasurements of £(214)m £(228)m £(246)m

financial instruments
Net pension finance costs £(43)m £(7m £(71)m

Net finance costs before £(937)m £(992)m £(1,019)m
exceptional items

Exceptional items:

- Fair value remeasurement on =
restructuring derivative financial
instruments

- Gain on Tesco Bank mortgage = £29m £29m
disposal

£(180)m £(180)m

Net finance costs £(937) m £(1,143)m  £(1,770)m

Net finance costs before exceptional items, net pension finance
costs and fair value remeasurements of financial instruments
were £(680)m, slightly down on last year.

Finance charges payable on lease liabilities reduced year-on-year,
primarily due to ongoing lease utilisation and the buyback of
property, comprising a further seven UK stores and The Tesco
Property (No. 2) Limited Partnership in the year.



Net interest on medium-term notes, loans and bonds was
£(218)m, £(9)m higher year-on-year due to the inclusion of interest
payments on the debt we acquired with The Tesco Atrato Limited
Partnership in September 2019 and The Tesco Property (No. 2)
Limited Partnership in September 2020. This more than offset

a reduction in interest payable following debt maturities, bond
tenders and new issues at a significantly lower rate of interest.

A fair value remeasurement charge of £(214)m primarily related to
premiums paid on the buyback of bonds and the mark-to-market
movement on inflation-linked swaps, driven by falling future
inflation rates. These swaps reduce the impact of future inflation
on the Group’s cash flow in relation to historical sale and leaseback
property transactions.

Net pension finance costs of £(43)m decreased by £28m year-on-
year, including a benefit from the reduction in the pension deficit
following the £2.5bn one-off pension contribution. Net pension
finance costs for the current year are expected to be in the
region of £(23)m.

Group tax

Tax on Group profit before exceptional items and amortisation
of acquired intangibles was £(200)m, £139m lower than last year
primarily due to lower retail operating profits and a tax credit
related to Tesco Bank operating losses.

The effective tax rate on profit before exceptional items and
amortisation of acquired intangibles was 22.1%, higher than the
UK statutory rate, primarily due to depreciation of assets that do
not qualify for tax relief. We expect an effective tax rate for the
2021/22 financial year of ¢.23%. Following the UK Government’s
budget announcement in March, we now expect the effective tax
rate to increase to around 26% in the medium term due to an
increase in the UK corporation tax rate.

Total Group cash tax paid in the year was £(170)m on a continuing
operations basis, which included £(105)m of tax paid in the UK.

Tax paid in the year was £118m lower than in the prior year, primarily
due to a tax deduction in relation to the £2.5bn one-off pension
contribution and a decline in Tesco Bank operating profit.

Earnings per share

Last year Last year
52-week 53-week
On a continuing operations basis This year basis basis
Diluted EPS pre-exceptional items, 11.94p 18.60p 18.98p
amortisation of acquired
intangibles, net pension finance
costs and fair value
remeasurements of financial
instruments (adjusted for share
consolidation)
Statutory diluted EPS 7.54p n/a 7.54p
Statutory basic EPS 7.56p n/a 7.60p

Our adjusted diluted EPS metric reflects the post-consolidation
share base as if it had been in place from the start of the 2019/20
financial year. On this basis, adjusted diluted EPS was 11.94p

(LY: 18.60p), (35.8)% lower year-on-year, due to Tesco Bank operating
losses and lower retail operating profits due to COVID-19 impacts.

Strategic report

Statutory basic earnings per share from continuing operations
was 7.56p, (0.5)% lower year-on-year, due to a decline in
operating profits which was offset by lower exceptional
charges and a lower tax charge.

Summary of total indebtedness

Feb-21 Feb-20 YoY Change

Underlying net debt £(3,4499m  £(2,765)m £(684)m
(excl. Tesco Bank)

Lease liabilities £(8,506)m  £(9,533)m £1,027m

Pension deficit, I1AS 19 basis £(1,004m  £(2,573)m £1,569m

(post-tax)

Total indebtedness £(12,959)m £(14,871)m £1,912m

of which: of which:

relating to underlying

memo: additional YoY change information Asia disposal movement

Underlying net debt (excl. Tesco Bank) £(240)m £(444)m

Lease liabilities £765m £262m

Pension deficit, IAS 19 basis (post-tax) £2,052m £(483)m

Total indebtedness £2,577m £(665)m

Total indebtedness was £(12,959)m, down £1.9bn year-on-year
primarily driven by the reduction in our pension deficit following
the £2.5bn one-off contribution made following the sale of our
businesses in Asia. This reduction was partly offset by an increase
in the underlying IAS 19 pension deficit.

Including the one-off pension contribution, the sale of our
businesses in Thailand and Malaysia reduced total indebtedness by
£2,577m, including a net benefit of £525m from the derecognition
of cash and lease liability balances. In the memo table above we
have shown this impact separately, to provide greater clarity into
the other movements in total indebtedness in the year.

Other indebtedness movements totalled £(665)m year-on-year,
reflecting an increase in the IAS 19 pension deficit of £(483)m
principally due to underlying market movements in gilts and
corporate bonds that have negatively impacted scheme assets
but caused smaller offsetting reduction in IAS 19 pension liabilities.
The IAS 19 pension deficit does not drive contributions made to
the pension scheme. The acquisition of our partner’s stake in

The Tesco Property (No. 2) Limited Partnership also increased
indebtedness, with net debt increasing by £(453)m partly offset
by lease liabilities reducing by £254m.

Our reported total indebtedness this year includes £134m of
lease liabilities and £7m of underlying net debt relating to our
business in Poland.

We have retained a strong cash position with a total of £2.1bn of
cash liquidity available at the end of the year. In January 2021,

we issued a €750m, 8.5-year bond at an interest rate of 0.375%,
linked to greenhouse gas emissions. This was the first bond issued
by a retailer to be linked to sustainability targets. We refinanced
our committed facilities in October at £2.5bn for a further three
years, securing access to additional liquidity. The rate of interest
payable on utilisation of these facilities will be linked to the
achievement of three ESG targets.
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Our total indebtedness ratio was 3.6 times, compared to 3.1times
at the prior year end, primarily due to a reduction in retail EBITDA
driven by COVID-19 related costs. We expect this to improve
strongly in the current year as profits recover. The sale of our
businesses in Thailand and Malaysia had a net neutral impact on
the total indebtedness ratio, as the benefit of the one-off pension
contribution and derecognition of lease liabilities and net debt in
those businesses was offset by reduced earnings. Fixed charge
cover decreased to 2.9 times compared to 3.1times last year.

Summary retail cash flow

Retail free cash flow decreased by £(503)m year-on-year to
£1,187m, driven by lower cash profits due to the significant costs
incurred in our response to the COVID-19 pandemic. In addition,
last year’s retail free cash flow included £277m of proceeds from
the sale of our 20% stake in the Gain Land associate.

We benefited from a working capital inflow of £450m in the year,
which was £186m higher than last year, primarily driven by the
effect of higher food volumes. We saw a significant reduction in
fuel volume in the year, leading to a c.£(180)m impact in working
capital, however this was offset by a planned change to our fuel
supplier payment terms.

Interest paid related to net debt (exc. lease liabilities) of £(226)m
was up £(13)m year-on-year as the benefit of bond buybacks and
refinancing at lower rates of interest was offset by the impact
from borrowings acquired as part of The Tesco Property (No. 2)
Limited Partnership.

Retail cash tax paid was £(161)m, £68m lower than last year,
primarily as a result of lower retail operating profits.

Property proceeds of £181m includes £90m from properties in
Poland which were sold separately to the sale of the business

to Salling Group A/S, as well as other smaller disposals including
the sale of the Booker Makro site in Croydon. We announced the
completion of the sale of our business in Poland to Salling Group
A/S in March 2021, following the end of the 2020/21 financial year.

We utilised £(291)m of cash to buy back stores in the UK, including
£(238)m to buyback seven standalone stores which will result in an
annual cash rental saving of £14m. We also acquired our partner’s
share in The Tesco Property (No. 2) Limited Partnership at a cost
of £(54)m, bringing back into 100% ownership 12 stores and two
distribution centres, which had been subject to fixed rental uplifts
each year. This acquisition results in initial annual cash rental
savings of £28m. We continue to evaluate store buyback
opportunities on an individual lease basis and will use capital for
this purpose where it is economically attractive.

We purchased £(66)m of shares in the market to offset dilution
from the issuance of new shares to satisfy the requirements of
share schemes. This was £83m lower than the prior year due
to a reduced volume of share scheme maturities in the year.
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Last year Last year
52-week 53-week
On a continuing operations basis This year basis basis
Operating profit before £1,815m £2,525m £2,571m
exceptional items and
amortisation of acquired
intangibles
Less: Tesco Bank operating profit/ £175m £(193)m £(193)m
(loss) before exceptional items
Retail operating profit from £1,990m £2,332m  £2,378m
continuing operations before
exceptional items and
amortisation of acquired
intangibles
Add back: Depreciation and £1,614m £1,560m £1,589m
amortisation
Other reconciling items £(26)m £63m £51m
Pension deficit contribution £(351m £(267)m £(267)m
Underlying decrease in working £450m £264m £24m
capital
Retail cash generated from £3,677m £3,952m £3,775m
operations before exceptional
items
Exceptional cash items: £(40m £(195)m £(195)m
Relating to prior years:
- Restructuring payments £(36)m £(124)m £(124)m
Relating to current year:
- Litigation costs £(93)m - -
- ATMincome £90m - -
- Other £(2)m £(7m £(71m
Retail operating cash flow £3,636m £3,757m £3,580m
Cash capex £(902)m £(842)m £(846)m
Net interest £(670)m £(696)m £(723)m
- Interest related to net debt £(226)m £(213)m £(240)m
(exc. lease liabilities)
- Interest related to lease £(444)m £(483)m £(483)m
liabilities
Tax paid £(167m £(219)m £(219)m
Property proceeds £181m £255m £266m
Property purchases - store £(297m £(172)m £(172)m
buybacks
Market purchases of shares (net of £(66)m £(149)m £(149)m
proceeds)
Acquisitions & disposals and £21m £321Im £321Im
dividends received
Repayments of obligations under £(567)m £(565)m £(565)m
leases
Retail free cash flow £1,187m  £1,690m £1,493m

Capital expenditure

Capital expenditure shown in the table opposite reflects expenditure
on ongoing business activities across the Group. Our capital
expenditure for the year was £1,015m, £88m higher year-on-year,
primarily due to higher maintenance spend in our UK stores and
technology, including our investment in online capacity.

In the UK & ROI, we opened 28 convenience stores, one superstore
and one urban fulfilment centre in West Bromwich.



We continue to expect annual Group capital expenditure of
between £0.9bn-£1.2bn in future years.

Statutory capital expenditure of £1.8bn includes £0.5bn relating
to the buyback of seven UK stores and The Tesco Property (No. 2)
Limited Partnership (comprising 12 stores and two distribution
centres) referred to above.

This year Last year
UK &ROI £8756m £774m
Central Europe £85m £101m
Tesco Bank £55m £52m
Group £1,015m £927m

Property

The estimated market value of our fully owned property as at the
year end increased by £0.9bn to £17.9bn. The market value of
£17.9bn represents a surplus of £1.4bn over the net book value.

Our Group freehold property ownership percentage, by value, has
increased by 1% year-on-year to 58%. In September we completed
the purchase of our partner’s 50% stake in The Tesco Property
(No. 2) Limited Partnership, bringing back into full ownership

12 stores and two distribution centres. This acquisition contributed
to a 2% increase in the percentage of fully owned properties in

the UK & ROl and will deliver an annual cash rental saving of £28m.
We also repurchased seven further stores in the UK, with an annual
cash rental saving of £14m.

In Central Europe, we released £90m of value through the disposal
of properties in Poland in the year.

Dividend

In February, we returned £5.0bn to shareholders by means of a
special dividend, following the sale of our businesses in Thailand
and Malaysia.

We propose to pay a final dividend of 5.95 pence per Ordinary
share, taking the full-year dividend to 9.15 pence per Ordinary
share, including the payment of an interim dividend of 3.20 pence
per Ordinary share in November 2020. The proposed full-year
dividend of 9.15p reflects the importance the Board places on
dividends paid to shareholders, the strength, resilience and
momentum of the business in a particularly challenging year and
our confidence in future cash flows. This is an exception to our
policy of a pay-out ratio of 50% of earnings which would have
implied a full year dividend of 5.97p.

The proposed final dividend was approved by the Board of Directors
on 13 April 2021 and is subject to the approval of shareholders at
this year’s Annual General Meeting. The final dividend will be paid on
2 July 2021 to shareholders who are on the register of members at
close of business on 21 May 2021 (the record date). Shareholders
may elect to reinvest their dividend in the dividend reinvestment
plan (DRIP). The last date for receipt of DRIP elections and
revocations will be 11 June 2021.

Strategic report

Discontinued operations

The performance of our businesses in Thailand, Malaysia and
Poland are classified as discontinued operations and has been
excluded from our headline performance measures. Operating
profit before exceptional items for discontinued operations
was £432m.

In December, we completed the sale of our businesses in Thailand
and Malaysia to a combination of CP Group entities for an enterprise
value of £8.2bn and net cash proceeds before tax and other costs
of £8.0bn. In March 2021, we announced the completion of the sale
of our business in Poland to Salling Group A/S.

Total exceptional items related to discontinued operations were
£(147)m in the period, comprising a provision for a legal claim of
£(88)m relating to the sale of our Homeplus business in Korea in
2015 and a £(43)m charge relating to net impairment losses on
non-current assets in our business in Poland.

Looking ahead

We will continue to be guided by our four key priorities in response
to the COVID-19 crisis: providing food for all, safety for everyone,
supporting our colleagues and supporting our communities. We
also remain committed to delivering great value to help customers
in challenging times.

While we expect some of the additional sales volumes we have
gained this year in our core UK market to fall away as COVID-19
restrictions ease, we expect a strong recovery in profitability

and retail free cash flow as the majority of the additional costs
incurred as a result of the pandemic in the 2020/21 financial year
will not be repeated.

While the greater than usual level of uncertainty around sales
volumes, mix and channel shift makes it difficult to be precise,
our best estimate at this stage is for retail operating profit to
recover to a similar level as in the 2019/20 financial year (on a
continuing operations basis) - the year prior to COVID-19 having
any impact on performance.

We anticipate a return to profitability in Tesco Bank in the 2021/22
financial year. The pace and scale of recovery in profitability is
highly dependent on the economic outlook, which remains uncertain.

Imran Nawaz takes over as Chief Financial Officer on 1May 2021,

following Alan Stewart’s retirement on 30 April 2021. We remain

committed to maintaining capital discipline and returning excess
capital to shareholders.

Tesco PLC Annual Report and Financial Statements 2021
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Task Force on Climate-related Financial Disclosures

TCFD.

Task Force on Climate-related Financial Disclosures
We recognise climate change as the biggest environmental
threat the world faces, posing particular risks to our business
and supply chains. We impact the climate in our own operations
and supply chain. We continue to develop our work on climate
change and include information on this in several sections of

this year’s reporting. In addition to this TCFD report, we provide
additional information in principal risks and uncertainties and our
Little Helps Plan report. We also consider the potential financial
impacts from climate change in the viability statement on page 38
and the impairment note on page 147, based on our initial phase
of scenario modelling which is described below.

Strategy

In June 2017, Tesco publicly committed to implementing the TCFD
recommendations. In 2018, we conducted a materiality assessment
in consultation with relevant climate experts across the business.
Our assessment prioritised the key business categories (based on
contribution to Group sales) with the greatest potential climate-risk
exposure, (based on consideration of factors including the complexity
and locations of supply chains for different products). Across the
financial years 2018/19 and 2019/20, we carried out initial scenario
analysis for the produce and animal protein categories as well as our
UK property estate, which represents the vast majority of our Group
space. In the current year, we included the grocery and prepared
foods categories as well as soy, a key commodity in animal feed.

Risks assessed included impacts of severe weather events,
chronic weather changes and climate transition (e.g. policy
changes, reputational risks, market shifts, etc.). To date, our
scenario analysis has focused on the trading impacts of climate
change in our largest market, the UK, and we used the results
to prioritise our areas of focus. This initial phase of scenario
modelling does not quantify the mitigating actions which we
would look to implement to address and minimise the adverse
impacts from climate change. The modelling is intended to
provide illustrative examples of the areas of the business which
could be most exposed to the effects of climate change.

Looking ahead, we plan to expand our initial analysis beyond trading
impacts to cover further potential risks and opportunities, e.g.
those relating to capital investment, technology and people as

well as additional product categories.

Our current climate risk assessment methodology assesses the
risks and opportunities we may face in 2030 as a meaningful
medium-term timeframe for risks and opportunities to emerge,
and to reflect our typical business planning cycles. We will look
to expand this to include both shorter and longer timescales.

We assessed risks and opportunities in 2030 under a 4-degree
scenario and a 2-degree scenario. Our scenarios were developed
in 2018, based on those developed by the Intergovernmental Panel
on Climate Change (IPCC).

The 4-degree scenario focuses on systemic failure to address
climate change. It assumes limited policy or regulatory support for
decarbonisation and focuses on several significant physical climate
risks: chronic climate change, leading to reduced agricultural
productivity in some regions, raising prices of raw materials or
reducing supply volumes; and increased frequency and severity of
extreme weather events, disrupting our supply chain or causing
damage to our assets.
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The 2-degree scenario focuses on a world which rises to the
challenge of tackling climate change and limits global warming to
below 2°C. This scenario focuses on transition risks associated with
the rapid changes needed by 2030 to cut emissions in line with the
Paris Agreement, including: carbon pricing and low-carbon land
management practices, increasing manufacturing and raw-material
costs; and changes in consumer behaviour and consumption
patterns, leading to potentially significant changes in demand for
certain product categories.

Tesco’s business strategy provides a degree of resilience to some
of these risks, particularly the physical risks. For example, our
diversified supply chain approach helps to provide some resilience
to the impacts of climate change on particular areas; and our large
physical store footprint, national reach and multi-channel business
provide some resilience to potential local flooding hotspots.

Scenario analysis results and mitigations

The table opposite describes the potential modelled impacts from
the animal protein and UK property business areas, based on our
initial phase of scenario modelling. This analysis is provided as an
illustrative example of the potential effect of climate change on
our business. The financial impacts are highly sensitive to the
assumptions used for modelling, and are quantified in the table
below as the potential annual profit impact we could face as a
business each year by 2030, before we take any mitigating actions.
The impacts described are those arising from potential regulatory
changes (e.g. a carbon tax on livestock emissions and carbon
pricing policies). Given that the initial analysis showed the other
impacts to be less material to Tesco, and noting the potential for
significant variation depending on the assumptions used, we have
not separately quantified the smaller impacts.

Our scenario modelling is underpinned by several key assumptions,
principally that the assessed risks are based on a scenario before
we take actions to mitigate the modelled impacts. The modelled
risks under the 2-degree and 4-degree scenarios are mutually
exclusive; we have not assessed a situation where physical and
transition risks occur in parallel. The first iteration of our scenario
modelling assumes the business remains static, including our
operating model, current sourcing practices and sourcing volumes.
Finally, we assume that the potential costs from climate-related
risks are fully absorbed by the business, with no pass-through to
our customers.

Animal protein

Our animal protein assessment focused on beef, chicken, lamb,
pork and milk in key sourcing countries; the UK, Ireland and New
Zealand. Our assessment (under the 2-degree scenario) included
analysis of how regulation and fiscal measures (including taxation)
may be employed in future to promote a low carbon transition in
livestock production.

Beef accounted for the largest financial impact identified due to its
high carbon footprint per unit of production. Milk and chicken also
had significant impacts due to the large volumes sourced. The UK
and Ireland were particular risk hotspots due to the high volume of
beef and milk sourced there.

Transitioning to a low-carbon economy will probably require

changes in consumer diets. Meat and dairy production uses 70%
of agricultural land and emits 14.5% of greenhouse gases globally.
Growing public concern for the environment is expected to drive



a shift in demand from animal-based to plant-based proteins.
Research conducted in 2020 found that 70% of Tesco customers
are actively trying to reduce their intake of meat, while 80% want
supermarkets to do more to help, including offering healthier and
more sustainable options.

We are adapting our product portfolio accordingly. In September
2020, we became the first UK retailer to set a sales target for
plant-based meat alternatives, committing to a 300% increase

in sales by 2025. In parallel, we are shaping our sustainable diets
strategy to reflect the role of plant-based protein alongside ‘less
and better’ meat, including early-stage trials on alternative sources
of feed. This falls under our ambition of delivering healthy,
sustainable and affordable food for all.

Category 2-degree scenario ‘transition risks’

Strategic report

Property

Our property assessment focused on our UK estate. Results
identified changing regulation and fiscal measures and extreme
weather events as having potential impacts on our business.

Under the 2-degree scenario, robust carbon taxes could lead to
higher compliance costs. To mitigate this risk, Tesco continues to
invest in renewable energy, energy efficiency and new technologies
to monitor energy use. We already use 100% renewable electricity
across the Group. We continue to increase sourcing via power
purchase agreements (PPAs), including a new partnership with Low
Carbon, which generates new renewable electricity and helps to
green the National Grid. We are replacing retired assets, including
fridges, with more efficient models, installing doors and aerofoil in
all stores, and exploring heat-retention systems for recycling
refrigerant energy.

Animal protein

The potential cost of any carbon tax on livestock emissions is calculated based on an externally

sourced estimated carbon price and historical sourcing volumes, with the largest impacts from beef,
milk and chicken - potential operating profit impact of c.£(150)-£(200)m annually by 2030 (before

mitigating actions).

Property

Higher compliance costs due to more stringent carbon pricing policies, calculated based on an

externally sourced estimated carbon price applied to our Scope 1emissions - potential operating
profit impact of c.£(60)-£(100)m annually by 2030 (before mitigating actions).

Extreme weather can impact stores by disrupting operations by
damaging assets or increasing running costs, and through loss of
sales due to closure or transport disruption. While the results
showed elevated flood risk to stores by 2030, the financial impacts
were not considered significant.

Produce

Our produce assessment focused on 20 types of fruits and
vegetables sourced from six countries. Results indicate physical
climate risks in our produce supply chain, and some potential
opportunities for further investigation. Long-term changes in
temperature and rainfall patterns will adversely impact production
by 2030. The most impacted countries assessed will be South
Africa, Egypt, Spain and Peru. Higher UK temperatures and rainfall
by 2030 could support a longer growing season, potentially
increasing yield for certain crops if other growing conditions are
also favourable. However, there would need to be significantly
higher demand for this to translate into increased revenue.

Changing agricultural farming practices and land use were
identified as key risks under the 2-degree scenario, potentially
impacting production costs by 2030.

While the potential direct financial impact on our produce supply
chain may not be major, impact on product quality and availability
could be, and mitigating these risks requires cross-industry and
public policy action. As part of our sustainable agriculture strategy,
we are strengthening supplier requirements across areas including

biodiversity, soil health, emissions reduction and water management.

Soy

The main use of soy is as animal feed (75% of global production)
due to its nutritional benefits. As the world population increases,
so too will the global demand for meat and other animal proteins.
The associated increasing demand for animal feed is driving an
expansion of soy cultivation, leading to the loss of native
vegetation in South America’s Amazon and Cerrado regions.

Tesco primarily sources soy feed from South America. The
assessment findings identified that local political uncertainties
may give rise to continuous deforestation and infringement of
indigenous rights in the region. Alternative sources of soy have
less protein content, potentially impacting livestock production,
poultry in particular. More soy may therefore be required to
meet production volumes.

Tesco is committed to zero-net deforestation in our sourcing
of soy. Our UK soy strategy goes beyond certification to a
commitment to source from verified zero-deforestation areas
by 2025. We are also supporting the development of alternative
animal feed proteins, such as insects.

Beyond our supply chain, we work collectively at an industry level
and with other stakeholders (such as NGOs and governments),
recognising that developing a sustainable soy market requires
effective collaboration. Tesco is actively engaged in all relevant
industry initiatives, including the Consumer Goods Forum (CGF),
Forest Positive Coalition of Action, Soy Transparency Coalition
and the UK Roundtable on Sustainable Soya. We are also co-chair
of the SoS for the Cerrado Manifesto.
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Task Force on Climate-related Financial Disclosures continued

Grocery and prepared foods

We selected 15 key ingredients of our biggest-selling grocery or
prepared foods products for our grocery and prepared foods
category assessments. Results identified extreme weather events
and changing regulation and fiscal measures as the drivers of
potential impacts, all of which were financially relatively small.

Changing temperatures and precipitation in certain countries can
improve or damage growing conditions for raw ingredients, having
a knock-on effect on their availability. However, we found the
associated financial impacts not to be significant, given the
diversity of sourcing origins for most ingredients.

Our sustainable agriculture strategy not only helps to build supply
chain resilience and embed sustainable production practices
within changing landscapes, it also helps secure the sustainable
supply of ingredients for the future.

Risk management

The identification and management of climate change risks
follow our established risk-management process, of which

the key elements are set out on page 31. During the year, we
assessed and evaluated risks relating to climate change as part
of the review cycle, and they were discussed by the Executive
and Audit Committee. As shown on page 32 this assessment
concluded climate change was a standalone principal risk
(previously managed within the responsible sourcing and supply
chain risk and the brand, reputation and trust risk). As a principal
risk, climate change has been assigned an Executive Risk Owner,
the Chief Product Officer. It will be monitored by the Executive
and Audit Committee to ensure it is embedded in strategic
decision-making. The Executive Committee will also oversee

its effective management and mitigation through our policies,
processes, practices and performance, a summary of which

is set out on page 34.

You can also find consideration of the key financial risks associated
with climate risk in our viability scenario analysis on page 38 and on
our annual impairment testing process on page 147.

Governance

The Corporate Responsibility (CR) Committee is our Board-level
body responsible for overseeing the Group’s social and
environmental obligations as outlined within the Little Helps Plan
(LHP), our sustainability framework, including those relating to
climate change. The Committee currently meets three times each
year and receives regular updates on our LHP commitments and
performance. This year, the CR Committee received an update on
TCFD, broader business updates on the LHP, and standing updates
on emerging external trends and developments. From 2021/22
onwards, the CR Committee will consider climate-related risks as a
standing agenda item and will be attended by colleagues from our
product function, recognising the area’s strategic importance.

As discussed above, the Chief Product Officer will be the Executive
Risk Officer for climate change. He will lead the policy development
of the climate change agenda and bring additional executive
oversight to this important strategic issue. Updates will be tabled
for discussion at the Executive and Audit Committees in line with
our risk review cycle.
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The Chief Financial Officer will maintain oversight of our climate-
related financial activities and reporting, sponsoring the TCFD
working group that includes colleagues across our climate, risk
management and finance teams to maintain day-to-day oversight
of these areas.

Metrics and targets

In May 2017, Tesco announced science-based climate targets for
our own operations and supply chain. Our operational targets are
aligned with the Paris Agreement’s aspiration to limit global
warming to 1.5°C. We surpassed our 2020 Group target to reduce
absolute emissions from our operations by 35% vs 2015/16 levels,
achieving -37% in FY 2019/20, or -50% rebaselined for continuing
operations. We are on target to meet our further reduction targets
of 60% by 2025 and 100% by 2050 (2035 for our UK operations).
We have met our 2030 target of sourcing 100% of our Group
electricity from renewable sources 10 years early.

Our science-based climate change targets for our supply chain
include explicit targets for manufacturing and agricultural suppliers
- recognising the different approaches required to reduce
emissions in both areas. We are currently reviewing opportunities
to expand our work on scope 3.

Our carbon reporting follows the Greenhouse Gas Protocol and is
third-party verified by KPMG. Our climate change metrics and other
environmental targets are disclosed in our full LHP report available
on our website.

In December 2020, we completed an updated carbon footprint
analysis across our UK business using the latest available emissions
factors and requirements. This data enables us to determine more
granular emissions profiles across our product categories to inform
our strategy and risk-management process. We are currently
undertaking a review of our science-based targets to further
strengthen our decarbonisation roadmap and the metrics we use
to assess climate-related risks and opportunities. We are also
considering any further metrics to help monitor our progress in
managing climate-related risks and opportunities.

Next steps

As described above, our priorities for the year ahead include
expanding our scenario analysis to impacts beyond trading and
to shorter and longer timescales, and further embedding our
considerations of climate-related risks and opportunities into
our business activities, including measuring our progress.
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Non-financial reporting statement

The Little Helps Plan section of the Annual Report and Little Helps Plan report contain a wide range of non-financial information about
employees, environmental and social matters. Our full Little Helps Plan report is available on our website www.tescoplc.com/littlehelpsplan.
As required under the non-financial reporting requirements, the table below sets out where more information on non-financial matters
can be found within the rest of the Annual Report and also on our website. The due diligence carried out for each policy is contained within
each respective policy’s documentation.

Non-financial matter Policies and standards which govern our approach Page
Business model Business model and KPIs 10and 11
Principal risks and uncertainties 31to 37
Environmental matters Task Force on Climate-related Financial Disclosures 26 to 28
Principal risks and uncertainties: political, regulatory and compliance 35
Principal risks and uncertainties: climate change 34
Details of our approach to protecting the environment in supply chains can be found on our website
Employees Engaging with our stakeholders: colleagues 9
Diversity and Inclusion 17 and 18
Principal risks and uncertainties: health and safety; people 34 and 35
Board Leadership and Company Purpose 51to 53
Directors’ report: employment policies 98
Social matters Task Force on Climate-related Financial Disclosures 26 to 28
Section 172 statement 30
Principal risks and uncertainties: COVID-19 33
Information about how we do business, including our approach to tax, can be found on our website
Directors’ report: Groceries Supply Code of Practice 99
Respect for Task Force on Climate-related Financial Disclosures 26 to 28
human rights Principal risks and uncertainties: responsible sourcing and supply chain 34
Details of our policy, as well as our approach to protecting human rights, can be found on our website
Anti-corruption and Principal risks and uncertainties: health and safety 34
anti-bribery matters, Directors’ report: Modern Slavery Act, anti-bribery matters 100
health and safety Our Code of Business Conduct and other related policies can be found on our website

. Community Cooks

Working with Jamie Oliver and FareShare,
we launched the second phase of our
Community Cookery School programme.
The programme gives cooks advice on how
to prepare nutritionally balanced meals
using surplus food donations they receive,
as well as ensuring no good food goes to
waste. We trained 1,000 community cooks
in 2019, and a further 300 joined a virtual
launch of this year’s programme, which will
run throughout June with different lessons
and recipes to learn.

Photograph taken before COVID-19 restrictions were put in place.
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Section 172 statement

Guided by our

purpose

Section 172 of the Companies Act 2006 requires a director of a
company to act in the way he or she considers, in good faith,
would most likely promote the success of the company for the
benefit of its members as a whole while having regard, among

other matters, to a range of factors set out in section 172(1)(a)-(f)

in the Companies Act 2006.

In discharging our section 172 duty, we have regard to these factors
by taking them into consideration when decisions are made. Details
of our key stakeholders are set out on pages 8, 9 and 52. In addition,
the interests and views of Tesco pensioners and our relationship
with regulators and NGOs are taken into consideration. Examples of
how the Directors have oversight of stakeholder matters and had

regard for these matters when making decisions is included
throughout this Annual Report:

Section 172 duty Key examples Page
Consequences of  Chairman’s statement 5
any decisions in Group Chief Executive’s review 6-7
the long term Our stakeholders 8-9
Our business model 10
Key performance indicators 1
Financial review 19-25
Principal risks and uncertainties 31-37
Longer-term viability statement 38-39
Board leadership: Board activity 54-57
Directors’ remuneration report 72-96
Interests of the Chairman’s statement 5
employees Group Chief Executive’s review 6-7
Our stakeholders 8-9
Our business model 10
Little Helps Plan 12-16
Diversity and inclusion 17-18
Principal risks and uncertainties 31-37
Workforce engagement 53
Board leadership: Board activity 54-57
Directors’ remuneration report 72-96
Foster business Chairman’s statement 5
relationships with  Group Chief Executive’s review 6-7
suppliers, Our stakeholders 8-9
customers and Little Helps Plan 12-16
others Stakeholder engagement 52
Board leadership: Board activity 54-57
Corporate Responsibility Committee 64-65
Impact of our Group Chief Executive’s review 6-7
operations on the  Our stakeholders 8-9
community and Little Helps Plan 12-16
environment Task Force on Climate-related Financial 26-28
Disclosures
Principal risks and uncertainties 31-37
Board leadership: Board activity 54-57
Corporate Responsibility Committee 64-65
Maintain a Our stakeholders 8-9
reputation for high Little Helps Plan 12-16
standards of Diversity and inclusion 17-18
business conduct  Board leadership and company purpose 51
Board leadership: Board activity 54-57
Division of responsibilities: Governance 58-59
framework
Corporate Responsibility Committee 64-65
Directors’ remuneration report 72-96
Acting fairly Our stakeholders 8-9
between members Board leadership: Board activity 54-57
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Tesco’s response to COVID-19

When the pandemic started, while the financial and risk
impact to the business was tracked, the Board made a
conscious decision to prioritise:

- Food for all: we increased stock levels, limited purchases, secured
availability in the supply chain and changed our shopping hours;

- Safety for everyone: we introduced social distancing
measures, expanded home delivery and Click & Collect
capacity and introduced priority slots for the vulnerable;

- Support for colleagues: introduced full pay for our
vulnerable colleagues and those who were unwell or
required to self-isolate, recruited around 50,000 temporary
colleagues which saw over 1 million visitors to our careers
website, supported our office colleagues with the ability
to work at home and provided additional support for
colleagues’ mental health and wellbeing; and

- Support for communities: we donated 29 million meals
from stores and distribution centres, donated £129m to
good causes through our charity partnerships, community
grant programmes and colleague and customer fundraising,
and £8m awarded through our Bags of Help grants,
benefiting more than 10,000 community groups in the UK.

Senior management have liaised with the relevant authorities,
monitored safety advice and communicated widely within the
Group to ensure the safety of our colleagues, customers and
other stakeholders. Through updates from all business areas,
the Board had visibility of the challenges faced in all markets,
changes required in the way we operated to ensure safety
and deliver on our four priorities, support our suppliers and
understand the financial impact the pandemic was having on
all areas of the business including Tesco Bank and Booker.

Stakeholder reaction to our response has very been positive,
with around 90% of UK customers rating safety highly.

Repayment of business rates relief

The Government’s business rates relief, announced in
March 2020 at the beginning of the pandemic, allowed the
Group immediately to continue to operate in the face of
significant uncertainty, to invest in colleagues and support
our customers and suppliers. For food retailers, the impact
was immediate and potentially disastrous; panic buying,
severe pressure on supply lines, major safety concerns and
the risk of mass absences from work culminated in a real
and immediate risk to the ability of supermarkets to feed the
nation. Every penny of the business rates relief received was
spent in our response to the pandemic and the Group
incurred more than £892m in UK retail COVID-19 costs to
support colleagues and customers to put safety first.

In December, the Board made the decision to repay the
business rates relief to the Government and the devolved
administrations. In making its decision, the Board considered
the short-term financial consequences, together with the
long-term benefits to the Group across all aspects of the
business to benefit all stakeholders. The Board considered
the negative financial impact this would have on the Group
including the material amount of business rates to be repaid,
the impact this would have on the liquidity of the Group and
the potential dividend impact on shareholders. The Board
recognised that it was its responsibility to act with integrity,
in the manner of a good corporate citizen doing the right

thing as would be expected by our customers, colleagues,
suppliers and shareholders, particularly in light of the financial
difficulties many industries were facing.

Further detail on the Board’s activities during
the year are set out on pages 54 to 57.
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Principal risks and uncertainties

Our approach to risk
management.

Key elements of our risk management framework
Our established risk management framework enables us to manage and report the risks that we face as a business (see diagram below).
Arisk that can seriously affect our performance, future prospects or reputation is termed a principal risk.

To manage our risks effectively we have identified a risk appetite which is driven by the following factors:
- our performance should be competitive, responsible and focused on creating value for all our stakeholders including customers, colleagues,
suppliers and shareholders;
our behaviours must be in line with our Code of Business Conduct to protect and enhance our reputation;
~ we aim to operate our business within the capital allocation framework we have set out; and
- we seek to ensure that our principal risks are effectively managed.

Risk management policy, standards and guidelines

Principal Risks

dit Committee, Executive Committee and Group Risk and Compliance Committee

1st line
Management

identification and
management of
emerging risks

Top-down Bottom-up

Group and Risk aPpetite Business unit

strategic-level and assessment and operational-

risk: level risk:

- Identification - Identification

- Assessment - Assessment

- Prioritisation - Prioritisation

- Management - Management

- Oversight - Oversight

- Reporting Culture & - Reporting
Leadership

Includes the Includes the

Lines of defence /\

3rd line
Internal Audit

2nd line
Compliance and support functions

identification and
management of
emerging risks

Business unit operational risk and compliance committees

\/
L businessunitoperstonairiskand compllancecommittess |
L Buwhnessumitise_______________|

Oversight

Board Audit Committee

Business unit risks

Group Chief Executive and

Executive Committee

The Group Chief Executive has overall
accountability for the management

of risks. Individual members of the
Executive Committee, reporting to the
Group Chief Executive, are accountable
for specific principal risks.

Overall responsibility for risk
management, including risk
appetite and oversight for
the risk assessment and
mitigation strategy.

Oversight of the risk
framework and internal
control assurance on
behalf of the Board.

Group Risk and

Compliance Committee

The Committee has oversight
of key regulatory and
compliance risks on behalf of
the Executive Committee and
reports bi-annually to the
Audit Committee.
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Principal risks and uncertainties continued

Principal risks are discussed and agreed by Executive management
and the Audit Committee. These risks are cascaded to the business
units (top-down), who manage and report on the principal risks
and any additional significant business unit risks. Business units
also escalate risks as appropriate (bottom-up) to the Executive
Committee. Our regular risk discussions consider emerging risks
and include horizon scanning, which are reported at business unit
and Executive Committee levels.

The principal risks are discussed and evaluated through regular
meetings with senior management. The Board discusses each
principal risk at least annually to provide oversight and ensure
they remain well-managed and relevant.

The seven steps of the risk, controls and assurance framework
on page 31are embedded within our business as key elements
of how we manage our risks and ensure appropriate controls
are in place.

The risk assessment process relies on our evaluation of the
likelihood and impact of risks, and on the development and
monitoring of appropriate internal controls. Risk registers,
detailing the risks we face, are an important component of
how we manage our risks.

Risk management

We have carried out a robust review of our principal risks,
which includes periodic assessments of the risks we believe
could threaten our business model, future performance,
solvency or liquidity.

The Brexit risk has reduced since last year when there was no
clarity on the long-term trading relationship between the UK

and EU once the transition period expired on 31 December 2020.
The new UK-EU Trade and Cooperation Agreement (TCA) removed
the uncertainty of a no-deal Brexit. While this has reduced the
Brexit risk, uncertainty remains around the full effect of Brexit,
how the TCA will be implemented and how the trading
relationship will develop.

Tesco PLC Annual Report and Financial Statements 2021

We reported the COVID-19 pandemic as a new principal risk last
year, and it remains an elevated risk. The pandemic has had a
more profound impact on economies and people than was then

expected. Uncertainty remains as to whether the recent lockdowns

and vaccination programme are sufficient to bring the pandemic
under control and allow normal life to return and, if so, when.
The impact of the pandemic is also reflected across many of
the principal risks and our mitigation strategies for them.

Climate change has become a widely acknowledged global
emergency and a key priority for governments, businesses and
citizens around the world. While risks relating to climate change
and sustainability have previously been integral parts of several
of our principal risks, we have now included climate change as a
separate principal risk.

Tesco Bank has been through a challenging year due to increased
macroeconomic uncertainty driven by, among others, the
COVID-19 pandemic, thereby increasing its risk profile.

During the year, we recognised the potential disruption arising
from the lengthy regulatory processes involved in the sale of our
businesses in Thailand and Malaysia, which was completed in
December 2020. The actions we took to monitor and manage
these risks proved effective.

The table starting opposite sets out our principal risks, their
movement during the year, and a summary of key controls

and mitigating factors. They do not include all our risks and they
are not set out in priority order. Additional risks not presently
known, or that we currently deem to be less material, may also
have adverse effects.

As part of our continuous improvement approach to risk
management, and aided by the appointment of a new Chief Audit
and Risk Officer in September 2020, we will continue to develop
our methodology and risk framework. This will enhance risk
management in supporting effective decision-making. As part

of this, we also continue to develop and enhance our approach
to risk appetite.
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Key
@ Risk increasing @ Risk decreasing @ No risk movement @ New risk

Principal risk

Risk movement

Key controls and mitigating factors

Brexit!

Failure to adapt to the UK’s new
trading relationship with the EU,
and how it may develop as
further agreements are reached
or political decisions made,
results in disruption to our
business, cost inflation and
impacts on our ability to supply
our customers with the
products and at the prices they
expect. These and any adverse
impact of Brexit on the UK
economy could affect our
business, financial results

and operations.

The new UK-EU Trade and Cooperation
Agreement (TCA) came into effect from

1 January 2021, setting out the conditions
for tariff-free trading with the EU and
removing the uncertainty of a no-deal
Brexit. The business is impacted by more
cumbersome border controls, goods
inspection, and customs documentation,
with the most trade friction being between
Great Britain and Northern Ireland and
Ireland. The full effect of Brexit on the
business will emerge as new trade patterns
are established and the new regulatory
framework is better understood.

©

- We continue to assess and monitor the potential risks of Brexit and
its impacts on our customers, colleagues and shareholders. We are
also taking appropriate mitigation measures to address challenges
including logistics, resourcing and supply with clear oversight by
senior leaders and our Brexit Governance Group.

- Our focus has been on avoiding transportation delays and
bottlenecks. We are also working to ensure the accuracy of
documentation to avoid waste and to ensure we maximise the
shelf life of our fresh produce by working with our logistics partners.

- We continue to work closely with Government, regulatory bodies
and industry on implementing the TCA, sharing data and analysis to
inform policymaking.

COVID-19¢

The continuing global COVID-19
pandemic may have a significant
and prolonged impact on global
economic conditions, disrupt
our supply chain (including our
supplier base, specifically
regarding business closure and
consolidation, labour shortage,
raw material supply and cost
inflation), increase employee
absences and adversely impact
our operations (including Tesco
Bank). Failure to adapt to
changes brought about by this
and any future pandemics in our
markets and the environment in
which we operate may adversely
affect our competitiveness and
financial results.

During the year, governments around

the world introduced emergency public
measures, including travel bans,
quarantines and public lockdowns.

These measures have, to varying degrees,
been relaxed then reintroduced as
COVID-19 transmission subsided before
surging again, with new variants adding

to the speed of transmission.

Vaccines have been developed and are
being rolled out with significant coverage in
our core UK market, however uncertainty
remains as to whether recent lockdowns
and the vaccination programme are
sufficient to bring the pandemic under
control and allow normal life to return
and, if so, when. It is also unclear how
the pandemic will have changed the
environment in which we operate and
the choices customers make.

©

- The safety and wellbeing of our colleagues and customers has
been and continues to be our overriding priority. Our Executive
Committee is monitoring events closely with regular Board
oversight, evaluating the impacts and designing appropriate
response strategies.

- Our teams continue to work tirelessly to implement specific
actions to minimise disruption faced by our customers in these
challenging times. This includes increasing our retail store colleague
headcount (with redeployment of colleagues where possible),
securing additional supply chain capacity to meet changes in
demand, implementing changes to stores (including hours,
additional security, hygiene and social distancing measures), and
extending support to colleagues and customers at increased risk.

- We have developed practices within our stores and distribution
centres, as well as for office colleagues working from home, to help
people adapt to the new ways of working. We have aligned our
controls accordingly with appropriate assurance measures in place.

- The availability of cash resources and committed facilities, together
with our strong cash flow, are supporting Tesco’s liquidity and
longer-term viability.

Data security and data
privacy'

Failure to comply with legal or
regulatory requirements relating
to data security and data privacy
in the course of our business
activities results in reputational
damage, fines or other adverse
consequences. This includes
criminal penalties and
consequential litigation which
may result in an adverse impact
on our financial performance or
unfavourable effects on our
ability to do business.

As a retail organisation, we hold a large
amount of personal data on customers and
colleagues. The threat landscape has been
ever-growing while we continue to invest

in our security and privacy programmes.
The move to homeworking for most
office-based colleagues during the
pandemic has presented its own security
challenges and response requirements.

©

- We put our customers and colleagues at the heart of all decisions
we make in relation to the processing of personal data. Our data
privacy and protection policies clearly set out how we can protect
and appropriately restrict customer, supplier and colleague data.
Our multi-year technology security programme is driving enhanced
data security capabilities.

- We have an established team in our security operations centre
to detect, report and respond to security incidents.

- We have a third-party supplier assurance programme focusing
on third-party data security and privacy risks.

- We have a privacy compliance programme, which includes
assessment and monitoring of risk across our global business.

- There is regular reporting on progress and results of the security
and privacy programmes to governance and oversight committees.

- We recognise the importance of training and communication to
help prevent data security and privacy-related incidents and have
regular induction, awareness and refresher courses for our colleagues.

- We have next-generation, behaviour-based anti-virus and malware
solutions, data and payment encryption and threat detection tools
that help us reduce the likelihood of being compromised.

t Indicates that the principal risk has been included as part of the longer-term viability scenarios as detailed on pages 38 and 39.
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Principal risks and uncertainties continued

Principal risk

Risk movement

Key controls and mitigating factors

Health and safety

Failure to meet safety standards
in relation to our workplace
results in death or injury to our
customers, colleagues, or third
parties, or in damage to our
operations and leads to adverse
financial and reputational
consequences.

The pandemic has presented unique
challenges for the safety of our
customers and colleagues. It has
driven the need for rigorous risk
assessment, the rapid rollout of
new ways of serving customers and
of working for colleagues, clear
communication, and close attention
to and compliance with Government
pronouncements.

©

We have a business-wide, risk-based safety framework which defines
how we implement and report on safety controls to ensure that
colleagues, contractors and customers have a safe place to work

and shop.

We require each business to maintain a comprehensive risk register

and safety improvement plan to document and track enhancements.
Governance and oversight are established in the form of our Group Risk
and Compliance Committee and business unit-specific health and safety
committees. These committees review critical metrics and monitor the
effectiveness of related controls.

Our safety audits, whistleblowing arrangements and the results of our
annual colleague surveys inform management on the delivery of targeted
safety initiatives, including communication plans.

Our assurance activities, such as store and distribution compliance
reviews, safety health checks and audits, help us assess our compliance
with established policies and processes. They enable us continuously to
seek and identify areas for potential improvement.

Climate change!

Climate change has the
potential to change dramatically
the world in which we live and
operate, and tackling climate
change, by taking measures to
limit its impact to manageable
levels, has become a key priority
for governments, businesses
and citizens around the world.
Even if manageable, the effect
of climate change will be quite
profound, and these measures
will themselves have a significant
impact on economies and the
choices people make. Climate
change has, therefore, moved
from an emerging risk to a
principal risk for the business.

Climate change has become a widely
acknowledged global emergency,
moving from an emerging risk to a
principal risk for the business.

®

Our Little Helps Plan on pages 12 to 16 sets out our ambitions and action
plans for addressing climate change. The Board’s Corporate
Responsibility Committee provides governance and oversight.

We have established a number of metrics with appropriate management
oversight and governance mechanisms to enable us to monitor progress.
We are working with third-party organisations to continue developing
this suite of metrics. There is a level of external assurance over the
metrics, and we are working to further enhance and extend this.

We seek to align our climate-related ambitions with our financial policies
and have launched our first sustainability-linked bond. We have also
extended our climate-related financial disclosures.

Responsible sourcing and
supply chain*

Failure to meet product safety
standards results in death, injury
or iliness to customers. Failure
to ensure that products are
sourced responsibly across our
supply chain (including fair pay
for workers, adhering to human
rights, clean and safe working
environments, meeting climate
change and sustainability
commitments) and that all social
and environmental standards
are met, results in supply chain
disruption, regulatory breaches,
and reputational impacts of not
meeting societal expectations.

The pandemic (and to an extent
contingency planning for Brexit) put
significant stress on our supply chain
during the year. Surges in demand
placed pressures on supply, and some
suppliers were unable to maintain
operating capacity. We have also

had to adopt new approaches to

our technical and supplier audits to
ensure our standards have been met.
We have continued to drive our
environmental agenda, including
actions relating to deforestation and
animal welfare.

©

Our product standards, policies and guidance help ensure that products
are safe, legal and of the required quality. They cover food and non-food,
as well as goods and services not for resale.

We have policies and guidance to help ensure human rights are
respected and environmental impacts are responsibly managed. These
include a focus on appropriately monitoring conditions and progress,
tackling endemic sector risks and addressing wider community needs.
We run colleague training programmes on food and product safety,
responsible sourcing, hygiene controls, and also provide support for
stores. We also provide targeted training for colleagues and suppliers
dealing with specific challenges such as modern slavery.

Our crisis management procedures are embedded within operations

to quickly resolve issues if non-compliant products are produced or
sold with clear escalation protocols.

We operate supplier audit and product analysis programmes to monitor
product safety, traceability and integrity, human rights and
environmental standards. They include unannounced audits of suppliers’
sites and facilities.

Competition and markets!
Failure to deliver an effective,
coherent and consistent
strategy in response to our
competitors and changes in
market conditions resultin a
loss of market share and
profitability.

We continue to face the challenges of
a changing competitive landscape and
price pressures across our markets.
Our strategies are well-developed
and we review them regularly to
remain competitive and informed

by competitor and market activity.

©

Our Board develops and regularly challenges the strategic direction of
our business to enhance our ability to remain competitive on price,
range and service. This includes developing our online channels and
multiple formats to allow us to compete in different markets.

Our Executive Committee and operational management regularly review
markets, trading opportunities, competitor strategy and activity.

We carry out market scanning and competitor analysis to refine our
customer proposition.

t Indicates that the principal risk has been included as part of the longer-term viability scenarios as detailed on pages 38 and 39.
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Principal risk

Risk movement

Strategic report

Key controls and mitigating factors

Transformation

Failure to achieve our
transformation objectives due
to poor prioritisation, ineffective
change management and a
failure to understand and deliver
the technology required, results
in an inability to progress
sufficiently quickly to maintain a
competitive cost structure and
generate sufficient cash to meet
business objectives.

There has been ongoing delivery
of key programmes to meet our
transformation objectives while
we continue to push forward with
new initiatives.

©

- We have clear market strategies and business plans to address
changes to business priorities, strategic objectives and external
market factors.

- We have executive-level governance and oversight for all
transformation activities to ensure programmes are adequately
resourced, milestones achieved, and key rollout decisions approved.

- Real-time independent assurance activities are conducted during the
transformation programme.

Political, regulatory and
compliance!

Failure to comply with legal and
other requirements in an
increasingly restrictive regulatory
environment due to changes in
the global political landscape,
results in fines, criminal penalties
for Tesco or colleagues,
consequential litigation and an
adverse impact on our
reputation, financial results, and/
or our ability to do business.

Long-term changes in the global political
environment and societal expectations
are leading to greater regulation of
business and potential penalties. In
some markets, regulations can result

in favouring local companies.

©

- Wherever we operate, we aim to ensure that we incorporate the
impacts of political and regulatory changes in our strategic planning
and policies.

- We have compliance programmes and committees to manage
our most important risks (e.g. anti-bribery and competition law)
and we conduct assurance activities for each key risk area.

- Our Code of Business Conduct and various policies (e.g. gifts and
entertainment, conflicts of interest) are supported by new starter
and annual compliance training and other tools such as our
whistleblowing hotline.

- The engagement of leadership and senior management is critical to
the successful management of this risk area. We have established
structured communication plans to provide a clear tone from the top.

Technology

Failure of our IT infrastructure or
key IT systems results in a loss of
information, inability to operate
effectively, financial or regulatory
penalties, and negative impacts
on our reputation. Further,
failure to build resilience at the
time of investing in and
implementing new technology
results in potential loss of
operating capability.

Dependence on technology continues
to grow throughout the Group. We
continue to improve our technology
environment and invest in disaster
recovery and business continuity, which
are helping manage our exposure to
external threats.

©

- Our multi-year programme continues to enhance our technology
infrastructure and resilience capabilities. This involves significant
investment in our hosting strategy, partnering with cloud providers
and re-engineering some of our legacy retail systems, while building
redundancy for key business systems.

- Ourinvestment in data centre facilities is providing greater resiliency
and oversight for our key systems.

- Our technology security programme continues to enhance our
information security capabilities, thereby strengthening our
infrastructure and information technology general controls.

- We have combined governance processes to ensure alignment
between our technology disaster recovery and business
continuity activities.

People

Failure to attract, retain and
develop the required capability
and to embed our values in our
culture results in an impact on
the delivery of our purpose and
business performance.

Market competition for key leadership
and specialist talent remains strong.
The year has also presented significant
people challenges in supporting
vulnerable colleagues, recruiting

and training huge numbers of new
permanent and temporary colleagues,
supporting the shift to homeworking
for most office-based colleagues,
reinforcing our culture and driving
our diversity and inclusion
programmes harder.

©

- Our talent planning and people development processes are
established across the Group.

- Talent and succession planning are regularly discussed by line
management and the Executive Committee, with regular oversight
by the Nominations and Governance Committee and the Board.

- We have clear potential and performance criteria and talent
principles, underpinned by our employer value proposition
and strategy.

- Anindependent assessment of all leadership-level promotions
and external hires is conducted to ensure capability, potential,
leadership and values.

- The Remuneration Committee agrees the objectives and
remuneration arrangements for senior management.

- Our ‘how to’ and ‘when to’ speak up programmes across all areas
include our protector line and complaints process. These allow
colleagues to raise in confidence any workplace concerns such as
dishonest activity, bias or something that endangers colleagues,
the public or the environment.

~ Our established Group Diversity and Inclusion strategy ensures
that everyone is welcome and that we provide all our colleagues
with equal opportunities for growth and development. This is
embedded in our values, and we are committed to building an
inclusive workplace.

t Indicates that the principal risk has been included as part of the longer-term viability scenarios as detailed on pages 38 and 39.
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Principal risks and uncertainties continued

Principal risk

Risk movement

Key controls and mitigating factors

Customer!

Uncertainties (including the
pandemic and the effects of
Brexit) and macroeconomic
conditions impact our
customers’ budgets and

force customers to reappraise
the concepts of value and loyalty
in a way to which we are unable
to respond.

There remains considerable uncertainty as to the
further impact on the economy and employment
from the pandemic and on households. Also, the
full effects of Brexit on the economy in the short
and longer term are unclear. However, we feel
we have the right strategies and processes in
place to monitor this risk and manage it as far

as circumstances will allow. The pandemic has
seen a significant shift in consumer demand for
online shopping which led us to significantly
increase our capacity.

©

We have a value, price, promotions and Clubcard strategy
that drives our business priorities with governance and
oversight mechanisms.

We have a consistent approach to building impactful
customer propositions, offering high-quality and
competitive value while improving the customer
experience.

We undertake Group-wide customer insight analysis to
improve our propositions by understanding and leveraging
trends around customer behaviour, expectations and
experience across the different parts of the business.

We have well-established product development and
quality management processes, which keep the needs

of our customer central to our decision-making.

We monitor the effectiveness of our processes by
regularly tracking our business and competitors against
measures that customers tell us are important to their
shopping experience.

Brand, reputation and trust’
Failure to create brand
reappraisal opportunities to
improve quality, value and
service perceptions, as well as
meet societal expectations in
relation to climate and
sustainability, results in a
negative impact on the trust
which our communities and
stakeholders place in our brand.

There has been widespread recognition of the
steps we took to feed the nation while keeping
customers and colleagues safe during the year,
prioritising vulnerable customers and providing
support for local communities around the country.
We are, however, very aware that hard-won
reputations can be quickly lost, and we continue
to implement initiatives and activities aligned to
our strategic priorities to continue to build and
maintain trust.

©

Our Group policies, procedures and our Code of Business
Conduct set out the detailed expectations and behaviours
that enable us to make the right decisions for our
customers, colleagues, suppliers, communities and
investors.

We listen to our customers and stakeholders as part of
our communication and engagement programmes. We
reflect their needs in our plans, which include health,
community, sourcing, climate and sustainability initiatives.
The Board’s Corporate Responsibility Committee oversees
all corporate responsibility activities and initiatives,
including climate and sustainability programmes, to ensure
alignment with customer priorities and our brand strategy.
We continue to use the advice of specialist external
agencies and our in-house marketing expertise to
maximise the value and impact of our brand.

Tesco Bank

Tesco Bank is exposed to a
number of risks, the most
significant of which are
operational, regulatory,

credit, funding and capital
adequacy, liquidity, market and
business risk.

The pandemic has resulted in lower trading activity,
lending balances and income in the Bank and
increased provisions for expected credit losses,
reflecting forecast unemployment, resultingin a
loss for the year. The Bank continues to actively
manage the risks to which it is exposed and
maintains significant regulatory capital. While
the overall risks facing the Bank are similar to
that of a year ago, the risk profile is judged to
have increased, reflecting the uncertainty as to
the timing and strength of a recovery in the
economy on which the financial performance
of the Bank relies.

@

The Bank has a formal structure for reporting, monitoring
and managing risks. This comprises, at its highest level,
the Bank’s risk appetite, approved by the Bank Board

and supported by the risk management framework.

The Tesco PLC Board also reviews and approves the
Bank’s financial risk appetite. Risk appetite defines the
type and amount of risk that the Bank is prepared to
accept to meet its strategic objectives. It forms a link
between the day-to-day risk management of the business
and its strategic priorities, long-term plan, capital planning
and stress-testing. Adherence to risk appetite is
monitored monthly.

The risk management framework brings together
governance, risk appetite, the three lines of defence, the
policy framework and risk management tools to support
the business in managing risk as part of its day-to-day
activities. The framework includes scenario analysis and
regular stress-testing of financial resilience.

There is Bank Board risk reporting throughout the year,
with updates to the Tesco PLC Audit Committee provided
by the Bank’s Chief Financial Officer and Audit Committee
Chairman. A member of the Tesco PLC Board or Executive
Committee is normally a member of the Bank’s Board to
enhance visibility and knowledge sharing.

t Indicates that the principal risk has been included as part of the longer-term viability scenarios as detailed on pages 38 and 39.
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Principal risk

Risk movement

Strategic report

Key controls and mitigating factors

Liquidity*

Failure of our business
performance to deliver cash as
expected; access to funding
markets or facilities being
restricted; failures in operational
liquidity and currency risk
management; Tesco Bank cash
call; or adverse changes to the
pension deficit funding
requirement create calls on
cash higher than anticipated,
leading to impacts on financial
performance, cash liquidity or
the ability to continue to fund
operations.

Tesco Group has traded robustly
overall through the pandemic
and the injection of £2.5bn from
the proceeds of the sale of our
Asia business has greatly reduced
the prospect of having to make
further pension deficit
contributions in the future.

The Group has maintained an
Investment Grade rating from the
credit rating agencies, and
maturing bonds and the revolving
credit facilities were refinanced.

©

- We maintain an infrastructure of systems, policies and reports to ensure
discipline and oversight on liquidity matters, including specific treasury
and debt-related issues.

- Our treasury policies are regularly reviewed by management, the
Executive Committee and the Board.

- The Group’s funding strategy is approved annually by the Board and includes
maintaining appropriate levels of working capital, undrawn committed
facilities and access to the capital markets.

- We regularly review liquidity levels and sources of cash, and we maintain
access to committed credit facilities and debt capital markets.

- We have a long-term funding framework in place for the pension deficit and
there is ongoing communication and engagement with the Pension Trustees.

- While recognising that Tesco Bank is financially separate from Tesco PLC,
we continue to monitor the activities of Tesco Bank that could give rise to
risks to Tesco PLC.

- The Audit Committee reviews and annually approves our viability and going
concern statements and reports into the Board.

t Indicates that the principal risk has been included as part of the longer-term viability scenarios as detailed on pages 38 and 39.

Internal control

The key elements of the Group’s internal control framework are monitored throughout the year and the Audit Committee has conducted
a review of the effectiveness of the Group’s risk management and internal control systems on behalf of the Board. To support the Board’s
annual assessment, Group Risk and Audit prepared a report on the Group’s principal risks and internal controls. This describes the risk
management systems and key internal controls, as well as the work conducted in the year to improve the risk and control environment,
including the level of assurance undertaken. The internal control framework is intended to effectively manage rather than eliminate the
risk of failure to achieve our business objectives. It can only provide reasonable, but not absolute, assurance against the risk of material

misstatement or financial loss.

Tesco PLC Annual Report and Financial Statements 2021 37



Longer-term viability statement

Assessing the Group’s longer-term prospects

and viability

The Directors have based their assessment of viability on the
Group’s current long-term plan, which is updated and approved
annually by the Board. The plan delivers the Group’s purpose of
serving shoppers a little better every day and is underpinned by a
clear strategic focus on driving sustainable and profitable growth.

The Group conducts an annual strategic planning process,
comprising a comprehensive reassessment of progress against
the Group’s strategic objectives, alongside an evaluation of the
longer-term opportunities and risks in each market in which the
Group operates. The process for identifying the principal and

emerging risks in each market is an important input to this process.

The Group’s strategic planning and viability statement are both
considered over a three-year period, as this time horizon most
appropriately reflects the dynamic and changing retail
environment in which the Group operates.

Long-term planning process

The long-term planning process builds from the Group’s current
position and considers the evolution of the strategic objectives
over the next three years. As part of this, a longer-term
assessment of the prospects of the Group is also considered.

Current position

The priority for the Group in the past year has been responding
to the COVID-19 pandemic, with a primary focus on safeguarding
customers and colleagues by providing food for all, safety for
everyone, supporting our colleagues and supporting the
communities in which we operate. Following the successful
delivery of every part of our turnaround plan in the prior year,

the Group entered this period in a strong position, both financially
and operationally, enabling the creation of long-term and
sustainable value for our key stakeholders.

The Group continues to invest in delivering great value to help
customers in increasingly challenging times, supported by:

- A strategic focus on driving growth and continued focus on
cost reduction from simplification of the operating model.

- Aclear set of financial priorities to deliver cash profit, free cash
flow and earnings per share growth, underpinned by a robust
capital allocation framework.

- Adiversified business portfolio covering retail, wholesale,
banking and data science.

Refer to the Group Chief Executive’s review on pages 6 and 7

and the financial review on page 19 for further detail regarding
the Group’s strategic and financial progress.
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Longer-term prospects

The following factors are considered both in the formulation of the
Group’s strategic plan, and in the longer-term assessment of the
Group’s prospects:

- The principal risks and uncertainties faced by the Group, as well
as emerging risks as they are identified, and the Group’s
response to these.

- The prevailing economic climate and global economy, competitor
activity, market dynamics and changing customer behaviours.

- The ongoing challenges posed by the COVID-19 pandemic,
including structural changes in how customers shop, costs
incurred by the Group in safeguarding customers and colleagues
and the potential macroeconomic consequences of rising
unemployment.

- The potential short and longer-term economic impact of Brexit

- Opportunities for further cost reduction through operational
simplification and leveraging technology.

- The resilience afforded by the Group’s operational scale.

Assessing the Group’s viability

The viability of the Group has been assessed, considering the
Group’s current financial position, including external funding in
place over the assessment period, and after modelling the impact
of certain scenarios arising from the Group’s principal risks
outlined on pages 33 to 37.

Five ‘severe but plausible’ scenarios have been modelled that
address the principal risks that the Group has assessed would
have the most direct and material impact on the Group. None of
these scenarios, either individually or in aggregate, threaten the
viability of the Group.

We expect to be able to refinance external debt and renew
committed facilities as they become due, which is the assumption
made in the viability scenario modelling. The scenarios opposite
are hypothetical and purposefully severe with the aim of creating
outcomes that could threaten the viability of the Group. In the
case of these scenarios arising, various options are available to
the Group in order to maintain liquidity to continue in operation,
such as: (i) accessing new external funding early; (i) short-term
cost reduction actions; and (iii) reducing capital expenditure.
None of these mitigating actions are assumed in our current
scenario modelling.



Strategic report

Scenario Associated principal risk description Description
Macroeconomic - Competition and markets = The macroeconomic impact of the COVID-19 pandemic has been severe, causing business
downturn - Customer failure, increased unemployment, reduced disposable income and lower levels of
- Brand, reputation consumer confidence. A reduction in disposable income results in a contraction in
and trust customer demand, driving like-for-like volume decline across our retail businesses.
To maintain our competitive position in such a recessionary environment, further
investment in our value proposition will be required, putting pressure on margins.
Brexit - Competition and markets  Considers the trading agreement between the UK and European Union, which largely
- Political, regulatory and mitigates our exposure to tariffs levied on imports from the EU. A broad assessment of
compliance the remaining potential impact has been modelled, including higher sourcing costs, higher
— Brexit labour costs in our value chain driven by domestic cost of goods inflation and migration of
labour out of the UK and potential cost of customs friction from border controls.
COVID-19 - Customer Allows for a six-month period of lockdown restrictions in the UK, in spring 2021 and winter
- COVID-19 2022, should infection rates increase or a new strain of the COVID-19 virus emerge. In the

modelling, the Group considers the potential impact on retail and wholesale sales and the
operating cost impact of actions taken to safeguard customers and colleagues. The Bank
has modelled the ongoing impact of a macroeconomic downturn, and the effect on
expected credit losses on its lending book. The Bank has sourced macroeconomic
forecasts from a third-party provider and has used this input to assess the adequacy of
capital and liquidity in place to support the business through the expected downturn.

Climate change

- Climate change

- Responsible sourcing
and supply chain

- Political, regulatory
and compliance

Rising global temperatures results in an increasing incidence and severity of extreme
weather events, leading to a higher incidence of store closures due to flooding and
disruption to our global supply chain, predominantly in the produce and animal
protein categories.

Afuller assessment of the climate-related risks the Group faces, and our actions to mitigate
these risks is provided in the TCFD section, starting on page 26.

Data security or
regulatory breach

- Brand, reputation
and trust

- Data security and data
privacy

- Political, regulatory
and compliance

A serious data or security breach results in a significant financial penalty and a loss of
reputation among customers. The modelling of this scenario is approached via a
‘reverse-stress test’ given the inherent uncertainty of value. This assesses a risk in the
context of the residual headroom after all other downside scenarios have been applied.

Viability statement
Based on these severe but plausible scenarios, the Directors have a reasonable expectation that the Company will continue in operation and
meet its liabilities as they fall due over the three-year period considered.

This Strategic report has been prepared in accordance with the requirements of the Companies Act 2006, has been

approved and signed on behalf of the Board.

@Yv/zm/

Robert Welch

Group Company Secretary

13 April 2021
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Corporate governance report

Chairman’s letter.

“Our purpose and values have guided every decision the Board and

senior management have taken throughout the pandemic.”

COVID-19 and the Board’s role

During the past six years, we have been through a period of
turnaround. We have dealt with some serious challenges. But the
most significant of these has been the global outbreak of COVID-19.
As a strong, stable and customer-focused business that is led

by a high-quality Board, we were well-positioned to meet the
unprecedented challenges of the pandemic, delivering food for all
in a clean and safe environment and serving our communities. | am
delighted that our Board and Committee governance structures
operated effectively and efficiently throughout this period to provide
the necessary leadership and oversight to support our business.

Like everyone, the Board and its Committees have had to adapt

to rapidly changing circumstances, new challenges and demands
during the year. The Board’s role throughout the pandemic has
been to ensure there was a clear focus on our long-term strategic
objectives and to support senior management as they made quick
decisions to respond to the pandemic on behalf of all stakeholders.
At all times, the Board was kept updated on the changes being
implemented across Tesco to support customers and colleagues.
I’'m proud that every decision was guided by our purpose and
values as a business. | believe that, in challenging times, it is
important the Board should focus on its role of overseeing the
delivery of strategy and ensuring effective management. Reporting
to the Board is vital to support this. The Board received regular
updates, at and between Board meetings, with the majority of the
Board and Committee meetings being held virtually. These ensured
we were updated on the operational and financial position of the
business in all regions and on the impact of our actions on our
stakeholders throughout the pandemic.

We were grateful for the support the UK Government provided,
including business rates relief. This helped us put in place without
delay what was required in the face of significant uncertainty,
enabling us to invest in colleagues and support our customers
and suppliers. Ten months into the pandemic, having tested

our operational resilience in keeping the nation fed, the Board
unanimously agreed that repaying the business rates relief was
the right thing to do for the long-term benefit of our stakeholders
and wider society.

Sale of Asia business

During the year, we completed the sale of our Asia business and
returned £5bn to shareholders. The Board recognised that
significantly higher value could be generated for the Asia
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business through the sale than could be achieved through our
ownership. The release of material value enabled us to focus on
cash generation and making returns to shareholders. It also meant
we could further derisk the business by reducing indebtedness
through a significant pension contribution. | would like to thank all
our colleagues in Asia for their hard work and dedication to our
customers over many years.

Board effectiveness

My role as Chairman is to maintain high standards of corporate
governance and ensure the Board is equipped to carry out its
duties, spending sufficient time on key areas that enable the
delivery of our strategic objectives. Our corporate governance
framework clearly defines responsibilities and ensures that the
Group has the right systems and controls to ensure the Board

and its Committees effectively oversee the business, providing
challenge where necessary. The framework supports effective
decision-making and helps Directors discharge their statutory duties,
in particular, their duty to promote the long-term success of the
Company. The Board reviews a detailed programme of matters at
least on an annual basis, with deep dives into the business operations
to understand the challenges our businesses face. Please see
pages 54 to 57 for detail on the Board’s activities during the year.

Culture and stakeholder engagement

The Board places significant focus not just on the strategic plans
developed by management, but also on our wider culture and the
ethical behaviour demonstrated within our business. The Board
recognises that culture plays a fundamental role in delivering
strategy, and we are committed to promoting a strong and positive
culture supported by our core values. These values define how we
do business globally, how we treat our colleagues and stakeholders,
and how we set the leadership behaviours that are embedded in
our culture. Our Code of Business Conduct is instilled throughout
the organisation and sets out the high standards of behaviours
expected from all colleagues. We are committed to making a
positive contribution to society, acting with integrity for the benefit
of all our stakeholders. Through our Little Helps Plan, we are
committed to integrating responsible and ethical business practices
into the delivery of our strategy and our day-to-day operations.

We made progress on our diversity and inclusion programme during
the year to ensure that everyone is welcome at Tesco. Through
leadership training programmes, we are also focusing on securing

a pipeline of talent at all levels to ensure that Tesco is a place for
colleagues to develop and get on. The Board and Committees have
detailed oversight of the progress in these areas and review senior
talent and development on a regular basis.

Engaging with stakeholders and understanding their views is vital

to the Board and decision-making. It extends much wider than the
delivery of our purpose of serving shoppers a little better every
day, to ensure Tesco remains a high-quality employer, a good

and supportive business partner and a good corporate citizen.
Stakeholder engagement at senior management level helps identify
emerging issues, which are then brought to the attention of the
Board. This enables the Board to develop strategy, consider our
activities, and understand the impact that our decisions may have
on all stakeholder groups. We welcome section 172 reporting, so we
can talk about the oversight we have and how we make decisions.
What we do as an organisation is embedded in our culture and
purpose. It fully aligns to the ethos of the statutory duties of a
director and is at the centre of how we do business as a Board.
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Board changes A big thank you

In September 2020, Sir Dave Lewis stepped down as Group Chief We are immensely proud of our colleagues for their remarkable
Executive. He was originally due to step down from the Board in efforts during the pandemic, acting in the best interests of our
March 2020 but, following discussions with the Board, agreed to customers and local communities throughout. They are truly the
stay until Ken Murphy succeeded him in October 2020. This allowed beating heart of Tesco. | would like to thank all our colleagues for
for a smooth transition, ensuring continuity in what was a very their amazing contribution in stepping up and meeting the
difficult period at the beginning of the pandemic. Sir Dave did an unprecedented challenges of the COVID-19 pandemic.

outstanding job in turning the business around and reconnecting
Tesco to its core purpose.

—
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Alan Stewart will step down as Chief Financial Officer on 30 April

2021 and will be succeeded by Imran Nawaz who will join the Board

on 1 May 2021. With a wealth of skills, experience and knowledge John Allan CBE
in the food sector, Imran will be a tremendous addition to the
Tesco Board and Executive team. Alan has played a huge role in
the financial transformation of the business over the last six years,
leading the corporate restructuring, rebuilding the balance sheet
and guiding Tesco back to investment grade.

Non-executive Chairman

I would like to thank both Sir Dave and Alan for their contribution
to the Group and everything they achieved.

(©) Visit to first urban
fulfilment centre

Mark Armour, Mikael Olsson and Deanna Oppenheimer will retire
from the Board at the forthcoming Annual General Meeting (AGM).
I would like to thank them for their contributions and dedication
during their time as Non-executive Directors. Thierry Garnier,
Bertrand Bodson and Karen Whitworth will join the Board as
independent Non-executive Directors on 30 April, 1 June and

18 June respectively. They bring a variety of skills and experience
which will complement those skills already on the Board. We look
forward to welcoming them to the Board. For more detail on their
appointments, and the work of the Nominations and Governance
Committee on succession planning and Board appointments,
please refer to pages 60 to 63.

During 2020, some members of the
Board visited Tesco’s first urban
fulfiiment centre (UFC) in West
Bromwich meeting with senior
management and colleagues.

Having approved the strategy for the
UFC and its innovative technology, the
Directors saw first-hand the benefits
that the UFC will bring providing
access to more online slots, delivering
reduced operating costs and further
leveraging our existing assets, while

all the time providing a better
experience for our customers.

Remuneration

The Board was naturally disappointed with the overall voting
outcome of 32.71% in favour of the remuneration report at the
2020 AGM. Following the AGM, the Remuneration Committee
Chair engaged with several of the Company’s major shareholders
who had voted against the resolution, to fully understand their
concerns. While most shareholders agreed that the overall
outcome of the 2017 Performance Share Plan was proportionate,
given the outstanding turnaround delivered by management, they
had concerns with the principle of the Committee’s adjustment to
the total shareholder return (TSR) comparator group. The

Board values the feedback and insights these discussions have
provided, and we remain committed to engaging proactively with
shareholders and advisory bodies on remuneration matters.

As this was a one-off event and awards no longer include a TSR
performance metric, this situation will not arise in future.

The current remuneration policy was approved by shareholders in
2018 and is required to be put to shareholders at the forthcoming
AGM. We are proposing no major changes to the remuneration
policy, only some limited corporate governance changes to align
with the UK Corporate Governance Code and market practice.

The remuneration policy remains aligned to our business and talent
strategy. For further details of the revised remuneration policy for
consideration by shareholders at the 2021 AGM, please refer to
pages 72 to 74.
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Board of Directors.

John Allan CBE
Non-executive Chairman
Appointed March 2015
Tenure 6.1years

Skills and experience

John has significant board, retail and
financial experience gained from both the
commercial and financial sectors. He was
CEO of Exel PLC and, when it was acquired
by Deutsche Post in 2005, he joined the
board of Deutsche Post, becoming CFO
in 2007 until his retirement in 2009. John
was chairman of Dixons Retail plc during
its turnaround period and, following its
merger with Carphone Warehouse was
deputy chairman and senior independent
director of Dixons Carphone until 2015.
He was also previously a non-executive
director of Worldpay Group PLC,

National Grid plc, the UK Home Office
Supervisory Board, 3i plc, PHS Group plc,
Connell plc, Royal Mail plc, Wolseley plc
and Hamleys plc and chairman

of London First.

Contribution

John has extensive leadership experience
and a wealth of knowledge gained across
a number of business sectors, including
retail. As Chairman, he has a deep
understanding of governance and what is
required to lead an effective Board.

External appointments

- Chairman of Barratt Developments PLC;

- Vice President of the Confederation of
British Industry;

- Chair of the Council of Imperial College;
and

- Member of the Advisory Group to the
Money and Pensions Service Board.

Ken Murphy

Group Chief Executive Officer
Appointed October 2020

Tenure 0.6 years

Skills and experience

Ken Murphy joined the Board of Tesco PLC
on 10ctober 2020. Prior to joining Tesco,
Ken worked for Walgreens Boots Alliance
Inc for over 20 years in a number of senior
management roles across the business.
Through his role as Executive Vice President,
Chief Commercial Officer and President
Global Brands at Walgreens Boots Alliance,
Ken had overall responsibility for brand
strategy and the commercial offer in the
retail businesses of Walgreens and Boots.
He previously worked for Procter & Gamble
and Coopers & Lybrand (now PwC).

Contribution

Ken is a growth-orientated business
leader with strong commercial, marketing
and brand experience within retail and
wholesale businesses. He has experience
in global product brand management,
product development, sales and
marketing, sourcing, manufacturing

and distribution.

External appointments
- Non-executive director of
Hatch Beauty LLC.

O
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Alan Stewart

Chief Financial Officer
Appointed September 2014
Tenure 6.7 years

Skills and experience

Alan brings to the Board significant
corporate finance and accounting
experience from a variety of highly
competitive industries, including retail,
banking and travel, as well as executive
leadership experience within a listed
company environment. Alan is a non-
executive director of Tesco Bank.
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Prior to joining Tesco, he was UK CEO
and CFO of Thomas Cook Holdings,
group finance director of WH Smith PLC
and CFO for AWAS and Marks & Spencer
plc. He was previously a non-executive
director of Games Workshop Group plc.

Contribution

Alan’s deep understanding of financial
operations and risk management, and his
leadership experience and ability to set
financial strategy make him a valuable
member of the Board.

External appointments

- Non-executive director of Diageo plc;

- Member of the Advisory Board,
Chartered Institute of Management
Accountants; and

- Member of the main committee and
chairman of the pension committee of
the 100 Group of Finance Directors.

Alan will retire as a Director on 30 April 2021.
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Mark Armour

Independent Non-executive
Director

Appointed September 2013
Tenure 7.7 years

A

Skills and experience

Mark has significant strategic planning and
financial expertise, as well as experience
of executive leadership. He was CFO of
Reed Elsevier Group plc and its two parent
companies, Reed Elsevier PLC and Reed
Elsevier NV (now RELX PLC), from 1996 to
2012. This role provided him with
considerable experience of digital
business transition and operating in a
multi-channel environment. Prior to
joining Reed Elsevier, he was a partner

at Price Waterhouse in London. He was
previously a non-executive director

and chair of the audit committee of
SABMiller PLC.

Contribution

Mark’s background in finance, risk and
strategy makes him a valuable member
of the Board and Audit Committee.

External appointments
- Member of the Takeover Panel.

Mark will step down from the Board at
the conclusion of the 2021 AGM.



Melissa Bethell

Independent Non-executive
Director

Appointed September 2018
Tenure 2.7 years

Skills and experience

Melissa brings to the Board a wealth of
international business strategy and
investment management experience.
Melissa is currently a partner of Atairos,
an equity investment fund backed by
Comcast NBCUniversal. She is managing
partner of the London office and
responsible for Atairos’ investment
activities in Europe. Melissa was previously
a managing director of Bain Capital, where
she worked for over 18 years and was a
member of the senior leadership

team responsible for strategy setting,
fundraising and portfolio management.
Prior to joining Bain Capital, Melissa
worked in the capital markets group at
Goldman Sachs & Co., with a particular
focus on media and technology. She was
also previously a director of Ship Midco
Limited and served as a hon-executive
director of Samsonite Corporation
(Samsonite International S.A.),

Worldpay Group PLC and Atento S.A.

Contribution

Melissa’s extensive international
corporate experience, with a focus in
the financial and technology sectors,
is invaluable in delivering our strategy.

External appointments

- Non-executive director of Diageo PLC;

- Partner at Atairos, an independent,
private investment firm and managing
director of Atairos Europe; and

- Non-executive director and Chair of the
audit committee of Exor N.V.
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Stewart Gilliland
Independent Non-executive
Director

Appointed March 2018

Tenure 3.1years

Skills and experience

Stewart has significant business and
management experience in international
markets, specifically those in Europe,
having previously held roles with leading
consumer-facing companies, including
Whitbread, Mitchells & Butler and
Interbrew. He held the position of chief
executive of Muller Dairies UK and Ireland
until 2010. Prior to joining Tesco, he was
chairman of Booker Group plc.

Contribution

Stewart has over 20 years’ experience
and knowledge in international marketing,
logistics and business management
having held a number of senior roles,
predominantly in customer-centric
businesses. The breadth and diversity

of his experience benefit the Board.

External appointments

- Chairman of C&C Group plc;

- Non-executive director and chair of the
remuneration committee of Nature’s
Way Foods Ltd; and

- Chairman of Curious Drinks Limited.

]
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Steve Golsby

Independent Non-executive
Director

Appointed October 2016

Tenure 4.6 years

Skills and experience

Steve has a wealth of knowledge of
operating internationally, specifically
significant leadership experience in Asia.
He has a strong background in consumer
marketing and held senior executive
positions with Bristol-Myers Squibb and

L
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Unilever, before being appointed
president of Mead Johnson Nutrition, a
leading global infant nutrition company,
in 2004. He was president and CEO from
2008 to 2013 and a non-executive director
from 2013 to 2017. He was also previously
a non-executive director of Beam Inc.
His extensive international and board
experience give him invaluable insights
and understanding as Chair of the
Remuneration Committee.

Contribution

Steve’s extensive experience of building
and developing international businesses,
together with his operational experience
and strong background in consumer
marketing, make him a valuable

member of the Board. As Chair of

the Remuneration Committee, he is
responsible for setting and implementing
the remuneration policy.

External appointments

- Advisor to Thai Union Group PLC, a
global leader in the seafood industry;

- Honorary investment advisor to the
Thailand Board of Investment; and

- External advisor to Bain & Company.

Byron Grote

Independent Non-executive
Director

Appointed May 2015

Tenure 5.11years

Skills and experience

Byron brings broad financial and
international experience to the Board,
having worked across BP PLC in a variety
of commercial, operational and executive
roles covering numerous geographies.
Byron’s strategic focus and financial
experience complement the balance of
skills on the Board and make him ideal for
the role of Chair of the Audit Committee.
He served on the BP PLC board from 2000
until 2013 and was BP’s CFO during much
of that period. He was previously a
non-executive director of Unilever PLC.

Contribution

Byron brings a wide range of experience
and skills including finance, strategy, risk,
and supply chain logistics through a variety
of executive and non-executive roles. He
is Chair of the Audit Committee,
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responsible for leading the Committee to
ensure effective internal controls and
risk management systems are in place
across Tesco.

External appointments

- Vice chairman of the Supervisory Board
of Akzo Nobel N.V.;

- Senior independent director of
Anglo American PLC; and

- Non-executive director of Standard
Chartered PLC.

- =

Mikael Olsson

Independent Non-executive
Director

Appointed November 2014
Tenure 6.5 years

Skills and experience

Mikael joined the Board after an extensive
career at IKEA Group, holding a variety of
senior roles including being a member of
the executive committee from 1995 until
2013 and holding the position of CEO

and president from 2009 until 2013. He
brings a wealth of retail and value chain
experience as well as knowledge of
sustainability, people and strategy in

an international environment. He was
previously a non-executive director

and vice chairman of Volvo Cars AB.

Contribution

Mikael brings an extensive range of skills
with his strategic, retail, and property
experience through his executive and
non-executive directorships, supporting
the delivery of the Group’s strategy.

External appointments

- Non-executive director of Ikano S.A.;

- Non-executive director of
Lindengruppen AB; and

- Non-executive director and chair of
the people committee (combined
nomination and remuneration
committee) of The Royal Schiphol
Group.

Mikael will step down from the Board at
the conclusion of the 2021 AGM.

Deanna Oppenheimer
Senior Independent Director
Appointed March 2012

Tenure 9.1years

Skills and experience

Deanna has significant marketing, brand
management and consumer knowledge
and experience, bringing a broad
perspective to the Board. She held several
senior roles at Barclays plc, including
chief executive of UK Retail and Business
Banking and vice chair of Global Retail
Banking. Deanna was appointed as chair
of Hargreaves Lansdown plc in February
2018. She is the founder of advisory firm,
CameoWorks LLC, which provides
bespoke support to early stage
companies. Deanna was previously

a hon-executive director of Whitbread
PLC, NCR Corporation and Worldpay, Inc.

Contribution

Deanna’s extensive board, investor and
commercial experience makes her a
strong Senior Independent Director and
fundamental to the effective operation
of the Board.

External appointments

- Chair of Hargreaves Lansdown plc;

- Non-executive director of Thomson
Reuters Corporation;

- Founder of consumer-focused
boutique advisory firm,
CameoWorks LLC; and

- Senior advisor to Bain & Company.

Deanna will step down from the Board
at the conclusion of the 2021 AGM.

Tesco PLC Annual Report and Financial Statements 2021

W‘

i !
i
. f

il » R ‘

Simon Patterson

Independent Non-executive

Director

Appointed April 2016
Tenure 5 years

Skills and experience

Simon has extensive knowledge of and
years of experience in finance, technology
and global operations gained in various
management and leadership roles. He was
a member of the founding management
team of the logistics software company
Global Freight Exchange and has

worked at the Financial Times and
McKinsey & Company. He has previously
served on the boards of Skype, MultiPlan,
Cegid Group, Intelsat, Gerson Lehrman
Group and N Brown Group.

Contribution

Simon brings to the Board more than
20 years’ experience in senior positions,
predominantly in the management
consultancy, technology, digital and
finance sectors.

External appointments

- Managing director of Silver Lake
Partners, a leading global technology
investment firm;

- Board member of Dell Technologies,

ZPG Limited and FlixBus;

Trustee of the Natural History Museum;

and

Trustee of The Royal Foundation of The
Duke and Duchess of Cambridge.

Alison Platt CMG
Independent Non-executive
Director

Appointed April 2016

Tenure 5 years

Skills and experience
Alison has extensive experience of
leadership in customer-driven



organisations across the healthcare,
insurance and property sectors. As CEO
of Countrywide, a position she held until
January 2018, she gained significant
business-to-business experience adding
this to the international experience she
gained while leading a number of Bupa’s
businesses across Asia, Southern and
Eastern Europe and the Middle East.
Alison’s experience as a CEO enables her
to provide challenge and advice to the
Board across a range of issues. Alison was
previously chair of Opportunity Now and a
non-executive director of the Foreign and
Commonwealth Office and Cable and
Wireless Communications PLC.

Contribution

Alison has gained significant business-to-
business and international commercial
experience from working for high-profile
consumer-facing companies. Her
membership of the steering group

for the Hampton-Alexander Review
provides strategic insights on diversity
and inclusion.

External appointments

- Member of the steering group of the
Hampton-Alexander Review;

- Non-executive director of Dechra
Pharmaceuticals PLC;

- Non-executive director of Spectrum
Wellness Holdings Limited; and

- Advisor to Hunstwood CTC Limited.

Lindsey Pownall OBE
Independent Non-executive
Director

Appointed April 2016

Tenure 5 years

Skills and experience

Lindsey has substantial experience

in food, grocery and retail brand
development, having enjoyed a career
of more than 20 years at Samworth
Brothers, the leading UK supplier of
premium quality chilled and ambient
foods. She joined the Samworth board

in 2001 and served as chief executive
between 2011 and 2015. Lindsey is

a passionate advocate of supplier
relationships, customers, colleagues and
sustainability which directly support
Tesco’s strategy and her role as Chair of
the Corporate Responsibility Committee.

Contribution

Lindsey’s in-depth understanding of the
food retail sector and stakeholder focus,
together with her wealth of experience
in supply leadership and strategic
development make her a valuable
member of the Board. As Chair of the
Corporate Responsibility Committee,
she is responsible for corporate
responsibility objectives and strategy.

External appointments

- Non-executive director of Story
Contracting Limited and Story
Contracting Holdings Limited;

- Senior Adviser of Paine Schwartz
Partners, LLC; and

- Director of The Ho-So Initiative Limited

|

Imran Nawaz
Chief Financial Officer Designate
To be appointed on 1 May 2021

Skills and experience

Imran has broad financial, strategic and
international experience gained across

a number of large multinational
organisations. Prior to joining Tesco, he
was CFO of Tate & Lyle PLC and held a
number of senior financial roles across
Europe, the Middle East and Africa, with
a career of over 16-years at Mondelez
International and Kraft Foods. He started
his career with Deloitte and Philip Morris
in corporate audit.

Contribution

Imran will bring to the Board a deep
experience of the global food industry
with a proven track record of financial
leadership as well as executive leadership
experience within a listed company
environment.

External appointments
- None.

Corporate governance

Bertrand Bodson
Independent Non-executive
Director

To be appointed on 1 June 2021

Skills and experience

Bertrand is an accomplished business
executive, who has run multi-billion pound
businesses, with significant experience of
digital transformation, technology and the
application of Al. He is chief digital officer
at Novartis and was previously chief digital
and marketing officer at Sainsbury’s Argos,
executive vice president for global digital
at EMI Music and co-founder and CEO of
Bragster.com. He has also held senior
roles at Amazon and started his career

at Boston Consulting Group.

Contribution

Bertrand will bring exceptional leadership
and business expertise to the Board, as
well as experience in delivering corporate
transformation programmes while
maintaining a focus on performance.

His significant knowledge of digital and
technology matters gained across a
number of sectors, including retail, will
further enhance the Board’s oversight

of these areas and the delivery of the
strategy.

External appointments

- Chief digital officer, Novartis;

- Member of the Supervisory Board,
Wolter Kluwer NV; and

- Non-executive director,
Electrocomponents PLC (until
31May 2021).
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Thierry Garnier
Independent Non-executive
Director

To be appointed on 30 April 2021

Skills and experience

Thierry has significant retail experience
both in the UK and internationally. Since
2019 he has been chief executive officer
of Kingfisher plc and previously spent
over 20 years at Carrefour, the French
multi-national retailer. At Carrefour he
held a number of senior roles, including
CEO of Carrefour Asia, CEO of Carrefour
International and managing director of
supermarkets for Carrefour France, and
was a member of the Carrefour group
executive committee.

Contribution

Thierry brings extensive experience in
the retail sector, with a successful
track record of implementing business
transformation and driving leading edge
digital innovation in competitive and
rapidly changing retail environments.

External appointments
- Chief executive officer of Kingfisher plc.

Key to Board Committees

N Nominations and Governance Committee
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Karen Whitworth
Independent Non-executive
Director

To be appointed on 18 June 2021

Skills and experience

Karen has significant retail, strategic and
financial experience gained through a
number of commercial, operational and
governance roles. Karen was previously a
supervisory board member and member
of the audit committee at GS1 UK Limited.
She spent over 10 years at J Sainsbury plc,
latterly as a member of the commercial
board and director of Non-Food Grocery
and New Business. Prior to joining

J Sainsbury in 2007, she was Finance
Director at online entertainment business
BGS Holdings Limited and held a number
of senior roles at Intercontinental Hotels
Group Plc. Her early career was spent at
Coopers & Lybrand (now PwC), where she
qualified as a Chartered Accountant.

Contribution

Karen will bring a wealth of experience and
extensive knowledge of the retail sector,
in particular logistics and supply chain,
finance and risk, to the Board.

External appointments

- Non-executive director of Pets at Home
Group plc (until 20 May 2021);

- Non-executive director of The Rank
Group plc;

- Non-executive director of Tritax Big Box
REIT plc; and

- Independent adviser to GrowUp Urban
Farms Limited.

A Audit Committee

R Remuneration Committee

C Corporate Responsibility Committee

@ Chair of Committee

i Independent Board member

Tenure as at 13 April 2021.
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Robert Welch
Group Company Secretary
Appointed August 2016

Skills and experience

Robert provides legal and corporate
governance advice to the Board. He has
worked as a company secretary for more
than 25 years during which time he has
held the positions of group company
secretary at FirstGroup plc and company
secretary at Kazakhmys PLC. Robert has
also held senior positions at BPB plc and
Kwik Save Group PLC.

He is a member of the executive
committee of the Association

of General Counsel and Company
Secretaries of FTSE 100 companies,

the ICSA’s Company Secretaries’ Forum
and the CBI Companies Committee.

Other directors who have
served during the year:

- Sir Dave Lewis served as a Director
and Group Chief Executive until
30 September 2020.



Executive Committee

Ken Murphy

Group Chief Executive Officer

Ken joined the Board and the Executive Committee on 1 October
2020. His full biography appears on page 42.

Alan Stewart

Chief Financial Officer

Alan joined the Board and Executive Committee on 23 September
2014. His full biography appears on page 42.

Imran Nawaz

Chief Financial Officer Designate

Imran will join the Board and the Executive Committee on
1 May 2021. His full biography appears on page 45.

Natasha Adams

Chief People Officer

Natasha is responsible for setting the people strategy and plans
at Tesco, including reward, colleague experience and capability.

Natasha joined Tesco in 1998 as a Personnel Manager and has
served in a range of store-focused roles over the last 20 years,
including as Customer Services Director UK, Business Support
Director UK and Group Personnel Manager for Scotland. In 2016
Natasha was promoted to People Director for Tesco’s UK and
Ireland stores and joined the UK Leadership Team before being
appointed to her current role of Chief People Officer.

Natasha is a Tesco Pension Trustee.
Natasha joined the Executive Committee in June 2018.

Alessandra Bellini

Chief Customer Officer

Alessandra is responsible for building the Tesco brand globally
and putting the customer at the heart of everything that we do.

Prior to joining Tesco in 2017, Alessandra worked at Unilever for
over 21years, latterly as vice president for the food category in
North America and food general manager for the USA. Previously,
she had a 12-year career in advertising, working both in Italy and
the UK. As an international executive, Alessandra has held roles in
North America, the UK, Italy and Central and Eastern Europe.

Alessandra joined the Executive Committee in March 2017.

Christine Heffernan

Group Communications Director

Christine is responsible for building Tesco’s reputation, leading
Tesco’s communications, community and campaigns agenda.
Christine joined Tesco in 2014 as Corporate Affairs Director in
Ireland and spent six months working for the Group CEO before
taking over as Group Communications Director in March 2019.
Prior to Tesco, Christine worked in communications in both the
energy and telecoms sectors. Christine joined the Executive
Committee on 1March 2019.

Tony Hoggett

Chief Strategy and Innovation Officer

Tony is responsible for leading Group strategic planning, balancing
the short-, medium- and long-term requirements across all our
businesses to ensure we maximise our skills, resources and
opportunities to drive competitive advantage and serve our
customers. He also leads the development of new business,
customer and technology innovations across the Group.

Tony joined Tesco in 1990 and has served in a range of leadership
roles in the UK and Asia over the last three decades. Between
2007 and 2010, he held a number of general manager roles across
our international businesses before returning to the UK in 2011 to
take up roles across UK channels before becoming UK COO in 2014.

In early 2017 Tony was appointed to the Executive Committee to take
up the role of CEO Asia and then moved to the role of Group COO
in late 2018. Tony was appointed to his current role on 9 April 2021.

Corporate governance

Gerry Mallon
Chief Executive, Tesco Bank
Gerry is responsible for leading Tesco Bank.

Gerry has held a number of leadership roles in financial services.
Prior to joining Tesco, Gerry served as chief executive officer of
Ulster Bank Ireland where he led significant change in the business,
including broad investment in technology to modernise the bank.
Gerry was a member of the RBS personal and business banking
executive committee. Gerry served as chief executive officer of
Danske Bank UK (formerly Northern Bank) for eight years, successfully
leading the organisation in the aftermath of the financial crisis.
Earlier in his career, Gerry held roles at Bank of Ireland, McKinsey &
Company and the UK Civil Service. Outside of financial services,
Gerry served as pro-chancellor and chair of council at the
University of Ulster, president of the Institute of Banking in Ireland,
and he is currently chairman of the Irish Football Association.

Gerry joined the Executive Committee in August 2018.

Adrian Morris

Group General Counsel

Adrian is responsible for the legal, company secretarial, government
relations, regulatory and compliance functions across Tesco.

Adrian joined Tesco in September 2012 as Group General Counsel.
Prior to Tesco, Adrian worked at BP PLC as associate general
counsel for refining and marketing and prior to that at Centrica
PLC, initially as European group general counsel and then as
general counsel for British Gas.

Adrian joined the Executive Committee in September 2012.

Ashwin Prasad

Chief Product Officer

Ashwin is responsible for the strategy and policy for the planning,
ranging, sourcing and supply of the products we sell across the
Group. In addition, he has direct responsibility for managing this
for the UK. Ashwin joined Tesco in 2010 from Mars Inc. He has
worked across a number of product divisions as Category Buying
Manager in Confectionery, followed by Category Director roles in
Household, Bakery, Dairy, Health & Wellness, and then General
Merchandise Commercial Director for the UK and for the past two
years as the UK Commercial Director for Packaged Products and
Petrol Filling Stations.

Ashwin joined the Executive Committee in September 2020.

Matt Simister

CEO, Central Europe

Matt is responsible for all of Tesco’s businesses in the Czech
Republic, Hungary and Slovakia.

Matt joined Tesco in 1996 as a marketer. He built on his UK
experience with three years as Commercial Director for our Czech
and Slovak businesses. Following this, he returned to the UK to set
up our Group Food capability, managing our regional fresh food and
Tesco Brand sourcing, buying and inbound supply chains for the UK,
ROI, Central Europe and Asia. In April 2017, Matt was appointed to
his current role of CEO, Central Europe.

Matt joined the Executive Committee in April 2017.

Jason Tarry
CEO, UK & ROI
Jason is responsible for all of Tesco’s businesses in the UK & ROI.

Jason joined Tesco in October 1990 on the graduate recruitment
programme. He has held a number of positions in the UK and
internationally across both food and non-food divisions. Jason
became CEO for clothing across the Group in 2012, before being
appointed as Chief Product Officer in January 2015. In July 2018,
Jason was appointed to his current role of CEO, UK & ROI.

Jason joined the Executive Committee in January 2015.
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Corporate governance report continued

Compliance with the UK Corporate Governance Code

The Board is committed to high standards of governance. It has applied the
Principles set out in the UK Corporate Governance Code 2018 (Code) throughout

the period under review.

The following pages provide a high-level overview of how the Board applies the Principles of the Code. The Board has complied with all

the Code’s Provisions, with the exception of Provision 38. This is because Alan Stewart’s pension contribution rate of 25% of base salary is
higher than that of the wider workforce. As previously announced, Alan Stewart will step down from the Board on 30 April 2021. The pension
contribution rates of Ken Murphy and Imran Nawaz are aligned with those of the wider workforce, currently at 7.5% of base salary. Details of
how the Provisions of the Code have been applied can be found throughout this Corporate governance report, the Strategic report

and Committee reports.

Monitoring compliance with the Code is the responsibility of the Nominations and Governance Committee, which receives regular updates

and reports the findings to the Board.

Board leadership and company purpose

Principle A: Promoting the long-term sustainable success of
the Company

The Group is led by an effective and committed Board, which is
responsible for the long-term success of the Group, ensuring

due regard is paid at all times to the interests of its stakeholders.
The Board has adopted a formal schedule of matters reserved

for the Board detailing matters that are considered of significance
to the Group owing to their strategic, financial or reputational
importance. The Board has a detailed programme that ensures
operational and financial performance, risk, governance, strategy,
culture and stakeholder engagement matters are discussed
frequently. This ensures that any consideration and decision-
making is appropriate for the business, our stakeholders and

the markets in which we operate around the world. At Board
meetings, Directors receive and consider papers and presentations
from the Executive Directors, senior management and subject
matter experts.

A summary of the Schedule of Matters Reserved for the
Board can be found on page 59.

Principle B: Purpose, values and strategy

The Board has overall responsibility for establishing the Company’s
purpose, values and strategy to deliver our long-term sustainable
success and generate value for shareholders, while being aligned
with our culture. Our values and leadership behaviours are a vital
part of our culture, helping us ensure that through our conduct
and decision-making we do the right thing for the business and
our stakeholders.

Principle C: Resources and controls necessary to meet
objectives and measure performance

The Board has ultimate responsibility for ensuring adequate
resource is available to meet agreed objectives and strategy.

It ensures such resources are responsibly and effectively deployed.
Having the right systems and controls across the Group facilitates
effective management and sound decision-making. Efficient
internal reporting, effective internal controls and oversight of
current and emerging risks are embedded into our business
processes, which align to our strategy, purpose and values.

Principle D: Effective engagement with stakeholders

The Board spends time listening to and understanding the views of
its key stakeholders. When discussing matters at Board meetings,
these views form an integral part of decision-making. A key

consideration when making its decisions is to balance the,
sometimes conflicting, needs of its stakeholders to ensure they
are treated consistently and fairly and in the best interests of
the Company’s long-term future.

Engaging with stakeholders takes place across the Group at

all levels within the organisation and is defined by our Code of
Business Conduct, ensuring that the standards and behaviours of
our colleagues are consistent. Leadership behaviours set by the
Board drive our conduct and decision-making so that we do the
right thing for the business, as well as our stakeholders, with
reward being linked to delivery and performance.

In addition, our Little Helps Plan identifies the most pressing social
and environmental challenges facing the business. This provides a
philosophy for how our business should be run in a way that makes
a positive contribution to our customers, colleagues, supplier
partners and communities.

Details of our stakeholders are set out on pages 52 to 53.

Principle E: Workforce policies and practices aligned to
values and support long-term success

The Board has a responsibility to set the tone from the top and
lead by example to ensure colleagues do the right things in the
right way. Our Code of Business Conduct, which defines the
standards and behaviours expected of colleagues, is aligned with
the Group’s purpose and values. The Group Risk and Compliance
Committee provides oversight of key regulatory and compliance
matters and reports biannually to the Audit Committee. In addition,
the Audit Committee has oversight of the whistleblowing policy and
Protector Line - our independent and confidential whistleblowing
service - which provides colleagues and suppliers with the ability
to raise concerns regarding possible misconduct and breaches

of the Code of Business Conduct. Any material matters are

raised to the Board.

You can find more detail on our Code of Business Conduct
and our values on page 12.
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Division of responsibilities

Principle F: Role of the Chair

The Chairman provides effective leadership and maintains a
culture of openness and transparency at Board meetings. He
promotes communication between Executive and Non-executive
Directors, ensuring all Directors effectively contribute to
discussions and feel comfortable in engaging in healthy debate
and constructive challenge. The Chairman ensures the Board is
provided with accurate, timely and clear information. Separate
role statements for the Chairman and Group Chief Executive
Officer are set out on page 58.

Principle G: Board composition

The Board comprises 13 Directors: the Chairman, who was
independent upon appointment; two Executive Directors and 10
Independent Non-executive Directors, one of whom is the Senior
Independent Director. The roles of the Chairman, Group Chief
Executive, Senior Independent Director and Independent Non-
executive Director are set out in separate role statements. The
Nominations and Governance Committee regularly reviews the
Board composition, including the balance of skills, experience
and knowledge, succession planning and the independence of
Non-executive Directors. In addition, an annual review of the
effectiveness of each Director is undertaken through the Board
evaluation process. Directors are required to regularly update and
refresh their skills, knowledge and familiarity with the Company.

Principle H: Role of the Non-executive Director
The Non-executive Directors bring insight and experience to the
Board. They have a responsibility to:

- constructively challenge the strategies proposed by the
Executive Directors;

Corporate governance

- scrutinise the performance of management in achieving
agreed goals and objectives; and

- play leading roles in the functioning of the Board Committees,
bringing an independent view to the discussion.

Prior to appointment, the Nominations and Governance
Committee assesses the commitments of a proposed candidate,
including other directorships, to ensure they have sufficient time
to devote to the role. External appointments, which may affect
existing time commitments relevant to the Board, must be agreed
with the Chairman in advance. The Nominations and Governance
Committee regularly assesses the time commitments of Directors
to ensure that they each continue to have sufficient time for their
role. It also considers the potential additional time required in the
event of corporate stress.

Principle I: Role of the Company Secretary

The Group Company Secretary is secretary to the Board. He has
responsibility for ensuring that the Board has the information,
time and resources it needs to discharge its duties and function
effectively and efficiently. The Group Company Secretary advises
the Board on all governance matters. He also facilitates induction
programmes for new Directors and provides briefings and guidance
on governance, legal and regulatory matters. The appointment and
removal of the Group Company Secretary is a matter reserved for
the Board as a whole. The Group provides access, at its expense,
to the services of independent professional advisors.

You can find more information on the activities of
the Nominations and Governance Committee on pages
6210 63.

Composition, succession and evaluation

Principle J: Appointments to the Board and

succession planning

The process for Board appointments is led by the Nominations

and Governance Committee, which makes recommendations to
the Board. Proper planning for Board and senior management
succession and for selecting the right individual from a diverse
talent pool are key issues for the Board and the Nominations and
Governance Committee. It is essential in ensuring a continuous
level of quality in management, in avoiding instability by helping
mitigate the risks which may be associated with unforeseen events,
such as the departure of a key individual, and in promoting diversity.

The Nominations and Governance Committee’s policy for Board
composition is to support diversity in its widest sense. It aims to
attract Board members with a diverse range of backgrounds who
will contribute a wealth of knowledge, understanding and experience
of the communities where Tesco operates. The Committee strongly
believes that diversity throughout the Group and at Board and
senior management level is a driver of business success.

Principle K: Balanced Board

The Board believes that it is essential to have a balanced and
diverse Board with a mix of skills and expertise required to deliver
long-term value for shareholders. This ensures that leadership and
decision-making are focused, allowing debate and challenge when
risks and opportunities for the future are being considered.

Our Board possesses a wide range of knowledge and experience
from a variety of sectors. Relationships between the Directors
are based on trust and mutual respect, enabling open and frank
conversations. This ensures that even the most challenging
decisions are taken for the benefit of the Company, with due
consideration for those stakeholders who may be affected.

The Chairman, in conjunction with the Group Company Secretary,
ensures that each Director receives on appointment a full, formal
and tailored induction. Thereafter, the Chairman agrees with
Directors their individual training and development needs.

See pages 62 to 63 for more information on the work
of the Nominations and Governance Committee.

Principle L: Annual evaluation

The Chairman and the Board continually work to strengthen and
enhance the effectiveness, skills and experience of the Board to
align with the Group’s strategy. An internally facilitated Board
evaluation was conducted in 2020/21. An externally facilitated
evaluation will take place in 2021/22. The Senior Independent
Director leads the Directors in evaluating the Chairman.

You can see more detail on this year’s Board effectiveness
review on page 61.
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Corporate governance report continued

Compliance with the UK Corporate Governance Code

continued

Audit, risk and internal control

Principle M: Internal and external auditor

The Audit Committee, on behalf of the Board, reviews the Group’s
interaction with its external auditors. This includes their role, audit
scope, their independence and their audit and non-audit fees.
The Committee receives regular updates on the external auditors’
work in relation to the year-end and interim audit. It also maintains
a policy on the provision of non-audit services, which reflects the
regulations prohibiting the provision of certain non-audit services.
The Audit Committee also monitors the activity, role and
effectiveness of our Internal Audit function. At each Audit
Committee meeting, it receives an update covering a range of
management issues and actions to address their findings. A formal
assessment of the effectiveness of both external and internal
audits is undertaken annually.

The Audit Committee, supported by the Disclosure Committee,
reviews the integrity of our financial and narrative statements,
including interim and annual financial statements and
announcements relating to the performance of the Group.

More information on the work of the Audit Committee
detailing the oversight of the Internal and External Auditor
can be found on pages 66 to 71.

Principle N: Assessment of the Company’s position

and prospects

The Audit Committee, on behalf of the Board, ensures that the
Group provides accurate, timely financial results and implements

accounting standards and judgements effectively. The Audit
Committee also considers reports from the Group’s Disclosure
Committee on fair, balanced and understandable reviews, the
Group’s compliance with relevant regulatory frameworks and
validation of management’s representations to the Auditor

to ensure the Group’s disclosures provide the information
necessary for shareholders to assess the Company’s

position, performance, business model and strategy.

You can see more information on the work of the
Audit Committee and the oversight of Group disclosures
on pages 66 to 71.

Principle O: Risk management and internal control

The Board has overall responsibility for the oversight of internal
control systems and risk management processes. It has established
a risk management framework to manage and report the risks we
face as a business. The Board reviews these on at least an annual
basis and undertakes a robust assessment of the Company’s
emerging and principal risks. The Audit Committee, on behalf of
the Board, oversees the risk management strategy, risk appetite
and the effectiveness of internal control processes.

More information on our principal risks and the work
of the Audit Committee can be found on pages 31to 37
and 66 to 71.

Remuneration

Principle P: Remuneration policies and practices

When setting the remuneration policy the Remuneration
Committee, on behalf of the Board, strives to ensure that the
policy is consistent with the Group’s purpose, culture and the
scale and scope of business operations, and that it supports the
business strategy and growth objectives. The Remuneration
Committee also ensures that it is aligned to the wider workforce,
helps create long-term sustainable shareholder value and drives
the success of the Company for the benefit of customers,
colleagues, suppliers and other key stakeholders.

Principle Q: Policy on executive remuneration

The Remuneration Committee, on behalf of the Board, sets

the remuneration of the Chairman, the Executive Directors and
Executive Committee members. It also reviews the remuneration
of certain senior management. In setting remuneration, the
Remuneration Committee seeks to ensure it is aligned with

the Group’s remuneration principles which are applicable to

all colleagues.

Principle R: Remuneration outcomes

When determining remuneration outcomes, the Remuneration
Committee takes account of wider circumstances relevant to
that decision, including Group and individual performance. The
Remuneration Committee has the discretion to amend the final
vesting level of incentives if it does not believe that it reflects
underlying performance. The Remuneration Committee may also
apply malus and clawback in certain circumstances. No Director
is involved in determining their own remuneration outcome.

For more information on the work of our Remuneration
Committee and details of our remuneration policy see
pages 72 to 96.

The Financial Reporting Council (FRC) is responsible for the publication and periodic review of the UK Corporate Governance Code,

which can be found on the FRC website: www.frc.org.uk.
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Corporate governance

Board leadership
and company purpose

Our purpose of ‘Serving shoppers a little better every day’ is at

the heart of everything we do.

Strategy aligned with purpose and culture

Our business was built with a simple mission - to be the champion for
customers, helping them to enjoy a better quality of life and an easier
way of living. Customers want great products at great value which
they can buy easily and it is our job to deliver this in the right way for
them. Our purpose defines our actions and is embedded in all we do.

The Board sets the strategy for the Group to alignh with our purpose.
In implementing this, the Board ensures the Group is suitably
resourced to deliver on its strategic objectives through a culture
which drives the right behaviours.

The Board receives regular reports which allows it to assess
culture within the Group, to ensure it is aligned with strategy
and ultimately our purpose.

More detail on the activities of the Board
can be found on pages 54 to 57.

Our values enable our purpose

Our culture drives our behaviour

The Board is responsible for ensuring that the culture in which
we operate drives the right behaviours. The Board and senior
management set the tone from the top and lead by example.
Our Code of Business Conduct defines the standards and
behaviours expected of colleagues, and is a fundamental part
of our culture and training to support our values. All new
colleagues are required to complete training on the Code of
Business Conduct within five days of joining Tesco. Annual
refresher training is also required. In addition, ‘Protector Line’,
allows colleagues and suppliers to raise concerns regarding
misconduct and any breaches of the Code of Business Conduct.
The Audit Committee routinely receives updates on compliance
with the Code of Business Conduct and matters raised through
Protector Line. These are subject to independent investigation
and, where necessary, reports are made to the Board.

Our culture comes to life through our three values. These values underpin our purpose and are recognised across the Group to ensure they
are integral to the way we behave and the way we do business. They also ensure that every colleague at Tesco understands what is important,
how we work together as a team and how customers are at the centre of what we do. Our values therefore support the creation of a culture
of inclusivity, where everyone feels welcome, talent is fostered, and colleagues can achieve their full career potential.

Understanding our customers, colleagues and

from customers and receives regular overviews

communities and what matters to them is key to
our success at Tesco. Whenever a customer
chooses to shop at Tesco, we want their experience
to be better than expected and better than their
last interaction with us. The Board values feedback

of our competitive marketplace. This enables the
Board to ensure we provide customers with what
they want and need in all the different jurisdictions
and business areas where we operate.

Every decision we make aims to ensure we offer
customers the value, quality and service they
expect, delivered in the right way for them. We
want to give our customers peace of mind that the
products they buy from us are sourced with
respect for the environment and the people who
produce them, while remaining affordable. We are
committed to providing our customers with quality
products that meet the highest safety standards.

We know that everyone who works for or

with Tesco should be treated with respect

and compassion. This is essential to building a
culture of trust which is a necessary component
to our success.

We ensure that our business is a place where
colleagues feel recognised and rewarded and
where they have the opportunity to get on.

The small actions we take can add up to make a
big difference to the things our stakeholders care
about and contribute to the global initiatives in
which we are involved. This plays a key part in how
the Board thinks about its decisions and actions,
always striving to make a positive contribution and
take the right actions to ensure trust and

You can find our Code of Business Conduct
on our website at www.tescoplc.com.

transparency. The Little Helps Plan is the
embodiment of this value. It sets out our
commitments to helping tackle the most pressing
social and environmental challenges our customers,
colleagues, suppliers, shareholders, communities
and wider society face.

No one tries
harder for
customers

We treat people

how they want to
be treated

Every little help
makes a big
difference
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Corporate governance report continued

Board leadership and company purpose continued

Stakeholder engagement

The Board is accountable to stakeholders for ensuring the Group is appropriately managed and achieves its objectives in a way that is
supported by the right culture and behaviours. The Board aims to make sure its decision-making is consistent. It recognises the importance
of listening to and understanding the views of its key stakeholders. In support of Directors’ section 172 duties, the Board receives insights
through customer, colleague, supplier and investor engagement into how we are perceived, what our stakeholders want and how they want
to be treated. As well as those set out below, we also take other factors into account that we consider relevant to our decision-making.
These include the interests and views of the communities where we operate, Tesco pensioners and our relationship with regulators and

non-governmental organisations (NGOs).

@ Customers

Customer priorities

Our customers want good, healthy, sustainable,
affordable food, produced with respect for farmers
and suppliers, which they can buy easily.

They also want an excellent service and for all our
colleagues to be treated fairly.

Engagement and Board oversight

The Board uses customer surveys, customer
engagement and data analysis to listen to customer
views and act on what is most important to deliver the
best possible shopping trip. We work hard to make
sustainable products accessible and affordable for all.

Suppliers

Supplier priorities

Our suppliers want to be treated fairly, with
respect and to receive a fair price based on cost
of production. They welcome our collaborative
approach and wish to develop long-term, trusted
partnerships, building capability together and
expanding value that can be shared.

Engagement and Board oversight

The Board places great importance on ensuring
suppliers are treated fairly in alighment with our values.
This is a key aspect of nurturing long-term relationships
and building trusted partnerships with our suppliers. It
enables us to provide the best products at the best
prices for our customers, and a great platform for our
suppliers to grow. Our suppliers can provide feedback
through day-to-day contact with senior management
and our product teams and through our Supplier
Viewpoint feedback channel.
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Colleagues

Colleague priorities

Our colleague priorities include: employment and skills, creating
a place where colleagues feel recognised and rewarded for the
work they do; diversity and inclusion, where everyone feels
welcome; and health, safety and wellbeing.

Engagement and Board oversight

The Board recognises the need to create conditions that
foster talent and encourage all colleagues to achieve their full
potential. Our commitment to helping our colleagues get on is
a key focus of the Little Helps Plan and aligns to our people
strategy. As well as building on existing skills, we are creating
opportunities for colleagues to reskill. We are looking to expand
our talent pools, so we can resource the skills we need for the
future. We are committed to providing an inclusive working
environment where difference is embraced and valued and to
ensure colleagues’ physical and mental wellbeing is supported.
Safety is central to how we do business, with the aim of
protecting our colleagues and customers from injury.

Shareholders

Shareholder priorities

Our shareholders want to work with us to achieve positive
long-term, sustainable growth and returns. We aim to
secure these outcomes by delivering our strategy and
business objectives.

Engagement and Board oversight

The Board makes all decisions with Tesco’s success and
the interests of its stakeholders in mind. A key objective of
the Board is to create value for shareholders and deliver
long-term, sustainable growth. Members of the Board,
senior management and Investor Relations hold regular
meetings with existing and potential institutional investors
and analysts to understand their views and policies.

In addition, the Group Company Secretary’s team

engages with private shareholders. The team also provides
services to private shareholders in partnership with our
registrars, Equiniti.



Workforce engagement

In addition to our Every Voice Matters programme and our
colleague pulse surveys, the Board built on our long-established
forums and conferences at store, regional and national level to
establish Colleague Contribution Panels (CCPs) in the UK & ROI,
Central Europe and Asia. Each of these was hosted by an
Independent Non-executive Director. The Asia CCP was
disbanded following the disposal of the Asia business.

The CCPs’ aim is to enable elected colleague representatives to
meet a Board member to ensure that colleagues throughout the
Group are represented at Board level. This allows better, more
informed decisions to be made in the long-term interests of the
Company and its stakeholders. It also helps colleagues to develop a
better awareness of Board matters and business priorities. Having
a designated Non-executive Director for each region allows a
deeper understanding of specific workforce-related matters in
each country. The Board receive updates directly from each
Non-executive Director. Panel representatives receive progress
updates on identified actions for feedback to colleagues within
their business units.

The CCPs normally meet twice a year to seek the views of our
global workforce on areas of specific interest to the Board and our
colleagues. During 2020, they met only once due to the pandemic.
Feedback was provided on colleagues’ views from the 2019/20
‘what’s on your mind’ session, which focused on: managing through
growth and change, opportunities to get on, technology, reward
and recoghnition.

Themes raised by representatives in the latest CCPs focused
on our response to COVID-19. Representatives expressed
overwhelming appreciation for the Group’s quick response to
the pandemic, putting in place all the measures possible to
keep colleagues safe and supported. The CCPs also featured
discussions around self-isolation, future ways of working,
environmental, social and governance (ESQ) initiatives,
communication, innovation and technology. Feedback on the
matters raised will be provided at the half-year CCPs in 2021,
where representatives will have the opportunity to raise additional
matters for discussion or themes they wish to explore further.

The Board welcomes the insight the CCPs offer on the views of
the workforce and the issues that matter most to our colleagues
and contractors.

Board visits

Due to COVID-19 restrictions, the Board has not had the usual
opportunities to undertake overseas visits. Site visits are an
important way for Directors to meet with local senior management,
engage with colleagues and other stakeholders and gain further
insight into business operations and a deeper understanding of
market conditions. During the pandemic, the Board reviewed its
ways of working and adapted to the changing circumstances,
challenges and demands. Presentations by senior management
from all regions and all business functions have continued
throughout the year despite the restrictions on travel. These
have allowed the Board to keep abreast of developments and to
continue engaging with local management.

During the year as some of the restrictions were lifted, some
members of the Board welcomed the opportunity to visit our
new UFC in West Bromwich. This provided an opportunity to
meet management and colleagues at the UFC. See page 41
for more details.

Corporate governance

Board leadership in action

The Board is committed to maintaining the highest standards of
corporate governance in the management of its affairs. It has
collective responsibility to promote the long-term success of the
Company. It is accountable to stakeholders for ensuring that the
Group is appropriately managed, achieving strategic objectives, in
a way that is supported by the right culture, values and behaviours
throughout the Group. The Board is responsible for ensuring that
management actions are aligned to strategy and that stakeholder
interests are taken into consideration. During discussion at Board
meetings, the views of our stakeholders form an integral part of
the Board’s decision-making.

If Directors have concerns about the Company or a proposed
action which cannot be resolved, it is recorded in the Board
minutes. No such concerns were raised in 2020/21. Directors are
required to report actual or potential conflicts of interest to the
Board for consideration and, if appropriate, authorisation. If such
conflicts exist, Directors excuse themselves from consideration
of the relevant matter. The Company maintains a register of
authorised conflicts of interest which is reviewed annually by

the Nominations and Governance Committee.

The Board holds an annual strategic planning session at which
senior managers present on each of our global business areas.
The aim is to better understand market trends, technology
developments, innovation and people strategies. It also explores
the culture, diversity and inclusion supporting the long-term
planning and strategic direction of the Group. Updates to the
Board from the Group Chief Executive, the Chief Financial Officer
and other members of senior management are scheduled in
respect of all material matters to ensure the delivery of strategy
in line with our purpose and values.

The Board has in place a detailed governance framework and
delegation of authority to ensure it has the right level of oversight
for matters that are material to the Group. The Board, with the
support of its Committees, places great importance on ensuring
we achieve a high level of governance across the Group. This
supports the Board when delivering its strategic objectives and
meeting its KPlIs.

During the year, the Board reviewed and approved entry into
material contracts taking into consideration the associated
operational and financial benefits and risks. It also considered
the impact on all stakeholders including financial returns,
security of supply, improved pricing and quality of products.
Other considerations included improved terms for suppliers
and better sustainability impacts.

A key consideration when making decisions is for the Board to
balance the sometimes conflicting needs of our stakeholders.
The Board acknowledges that every decision it makes will not
necessarily result in a positive outcome for all stakeholders.
However, by considering the Company’s purpose, vision and
values together with its strategic priorities and decision-making
process, the Board aims to ensure that its decisions are
consistent and predictable.

Details of how our Board operates is detailed in the
earlier sections of this report and in the Committee
reports on pages 62 to 96.
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Corporate governance report continued

Board leadership and company purpose continued

Board activity

Time spent between activities

B Strategy
M Operational performance
M Financial performance and risk

B Governance (inc culture/
stakeholder matters)

Key to stakeholders Key to KPlIs

Customers

Colleagues
@ Suppliers

Shareholders

@ Grow sales

@ Deliver profit

e Improve operating cashflow

0 Customers recommend us and
come back time and again

e Colleagues recommend us as a
great place to work and shop

G Build trusted partnerships

The table on the following pages sets out the key topics the Board reviewed, discussed and debated during the year. These were in addition
to the annual cycle of matters the Board reviews, and support Directors’ oversight and understanding when considering stakeholders while

reaching decisions.

Matters considered

Strategy

Qutcome

Benefits and considerations

- Sale of Asia
business.

Generated significantly higher value for the Asia
business than could be achieved through
Tesco’s continued ownership and investment.
Decision to sell to a well-established retailer
already operating in the region.

Realised material value enabling a

stronger focus on driving cash generation

and subsequent returns to shareholders.
Further derisked the business by reducing
indebtedness through a significant pension
contribution.

- In making its decision, the Board
considered the impact on colleagues,
customers, suppliers and local
communities in the region as well as
private and institutional shareholders.

- The sale released material value and
allows the Board to further simplify the
business, as well as to return significant
value to shareholders.

Stakeholders
Link to KPIs

(2]3)

- Sale of businessin - Reviewed the market challenges facing the - The sale was the best way to secure Stakeholders
Poland. business in Poland. the future of the business for our
| | 2@
- Agreed the sale to Salling Group A/S., colleagues and customers in Poland. . a3
an established retailer in the region. - Selling to a well-established business
- Enabled the Group to focus on the stronger already operating in the region was in Link to KPIs
market positions in the Central Europe region. the best interests of all stakeholders. (2] 3)
- Product supplier - Developed a strategy to simplify our - To further build upon open, transparent  Stakeholders
and sourcing operating model, leverage scale and mitigate and trusted partnerships with our o
strategy. risk through a structured approach to suppliers.
sourcing and standards. - Deliver against our Groceries Supply
- Code of Practice (GSCOP) Link to KPIs

Improved value and differentiation for
customers.

Our responsible sourcing strategy, overseen
by the Board and Corporate Responsibility
Committee, identified key challenges and
mitigation across the supply chain.

commitments.

0006
060

- Innovation through:
- product
- online and in-store
experiences

- the ways we
interact with our
customers.

Improved understanding of competitive
advantage in the markets in which we operate.

- Created value and proactively sought ideas

that provide routes for innovation.

- Gained understanding of what our stakeholders

want.

- Updates to the Board help shape
strategy and take the business forward.

- Itis essential that we keep innovating for
the future to meet the changing needs
of our customers.

Stakeholders
Link to KPIs

0006
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- Strategic business
reviews.

Strategy Board days reviewed each of our
business areas providing oversight of growth
opportunities, customer behaviours, loyalty,
engagement, sourcing and market trends.

- Understanding stakeholder expectations
helps shape our strategy and deliver on
our KPIs. We give consideration to each
of our stakeholder groups to ensure the
business performs and grows in line with
stakeholder expectations.

Stakeholders
Link to KPIs

0006
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Matters considered

Outcome

Benefits and considerations

Operational performance

Corporate governance

- Business updates from Tesco - Visibility of customer, colleague, - This oversight supports the Board Stakeholders
Bank, Booker, dunnhumby, supplier and community with its strategic decision-making. o
Tesco Mobile and F&F, included requirements globally and the - Enabled the Board to identify a8
the operational impact of challenges within each of their opportunities and risks and put in
COVID-19 and Brexit. markets. place plans as necessary. Link to KPIs

- Regional updates on our - Ability to set business priorities. oee
businesses in the UK & RO, oee
Central Europe and Asia.

- Group Chief Executive and Chief - An overview of the operational and - The Board has delegated authority Stakeholders
Financial Officer operational and financial performance of the to the Group Chief Executive for o
financial updates including: business was provided. the day-to-day management of a8
- impact of COVID-19 - Periodic updates on sales, profit, the business.

- supporting vulnerable cashflow, stakeholders and - Performance updates from the Link to KPIs
colleagues progress against the six KPIs. Group Chief Executive and Chief oee

- safety in-store for colleagues Financial Officer provide oversight oee
and customers of the business and the impact

- UK customer propositions. actions may have on stakeholders.

- Tesco’s response to COVID-19. - Established four key priorities: - Stakeholder reaction to our Stakeholders

- Christmas trading through - Food for all response to the pandemic has oo,
COVID-19. - Safety for everyone been positive, With around 9Q% of a8

~ Support for colleagues UK customers rating safety highly. Lkt kP
- Support for communities. ink to KPls
- Business updates provided 096
specific focus on the pandemic’s
impact on each of the
business areas.
- Established four priorities for
Christmas trading:
- Managing capacity through
peak trading
- Safety in-store for colleagues
and customers
- Stock management
- Customer communication.
More detail can be found in the
section 172 statement on page 30.

- Improved technology in-store - Onboarded around 50,000 - The Board’s oversight of the data Stakeholders
and in distribution centres. temporary colleagues to support and technology strategy ensures

- Improved data capability, our customers and communities. the business moves forward
Clubcard and aligning systems - Promoted cashless payments through improved technology

and innovation. Link to KPIs

across the business to support
our stakeholders.

for stakeholder safety.
Technology innovation enabled
two new warehouses, opened in
under four weeks, to support our
customers’ needs.

Throughout the pandemic, our
technology has demonstrated its
resilience and flexibility enabling
increased online capacity,
managing demand, introduction
of Clubcard prices and providing
food for vulnerable customers.

000
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- Health and safety
updates focusing on:
- people safety
- review of safety framework.
- Annual safety plan to review
priorities and improve overall
safety culture and behaviour.

Heightened our focus during the
pandemic to ensure
stakeholder safety.

Scrutinised the 2020/21 safety
plan to ensure it remains robust.

The Board places great
importance on looking after the
safety of colleagues, customers
and anyone else impacted by our
business.

The Board is responsible for
ensuring Tesco is a safe place to
work and shop.

Stakeholders
)

Link to KPIs
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Corporate governance report continued

Board leadership and company purpose continued

Board activity continued

Matters considered Outcome Benefits and considerations

Financial performance and risk

- Financial position of the Group. - Management of the Group debt - Board oversight supports the Stakeholders
- Progress against the long-term capital markets activities including  strategic direction and long-term 8\ 2
plan and budget. new issuance and liability viability and ensures that future a8
— Review of balance sheet and management programme. liabilities can be met in line with
debt metrics. - Established a £2.5bn revolving stakeholder expectations. Link to KPIs

Updates on sales, profit, cashflow
and capital expenditure in all
regions.

Review of funding and liquidity
plans.

credit facility, with interest linked
to three environmental targets.
Issuance of a €750m
sustainability-linked bond, which
was the first of its kind issued

by a retailer.

In approving the revolving credit
facility and €750m bond,
consideration was given to the
Group’s decarbonisation
commitment and the alignment
to the principles of the Little
Helps Plan.

0006
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- Risk management - Created and ensured the - The Board reviews the most Stakeholders
- COVID-19 risk review implementation of appropriate significant or principal risks facing ) o)
responses. the Group. Strengthening the risk a8
- Reviewed how our business and internal control environment
mitigates or reduces the risks. has been a key feature in the Link to KPIs
- Monitored events closely and transformation of Tesco. The eoe
evaluated the impacts. Board and Agdit Committee 6
- Financial impact of the pandemic regularly review progress.
on all business areas was - From the beginning of the
considered, including Tesco Bank pandemic, the Group assessed
and Booker. the risks and the financial impact
- Oversight of liaison with the of the COVID-19 pandemic.
relevant Government and local The Board had fl_J” over5|ght. and
authorities. was able to monitor the actions
taken in response to the
changing environment to ensure
stakeholders’ needs were met.

- Risks associated with Brexit. - Key risks identified related to the - The uncertainty of the Stakeholders

- Senior management engagement implementation of the new UK-EU requirements relating to the N
with Government, regulatory Trade and Cooperation Agreement  UK’s departure from the EU had a8
bodies and the retail sector. and its effects on the business. an impact on all areas of the

- Visibility of the financial and business. Link to KPIs
operating impacts and risks facing - The Board was kept abreast of 906
all areas of the business: from developments and had oversight e
recruitment to relationships with of the risks and mitigations put in
suppliers and the impact the place.
changes may have on our
customers.

- Proceeds from the sale of the - Payment of £2.5bn to further - Following the sale of the Asia Stakeholders
Asia business. derisk the pension fund. business, the Board reviewed the

- Returned £5bn to shareholders options available to them relating =) \e8
by way of a special dividend. to the proce